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INTRODUCTION

Development of market relations and competition in the pharmaceu-
tical market predetermines the necessity of scientific and practical use of
the main provisions of marketing and its characteristics in the area of drug
supply of the population. Marketing as a philosophy of pharmacies and
pharmaceutical companies contributes to a successful response to changes
in the environment, the demands and needs of consumers, provides man-
agement decisions based on market research and analysis capabilities of
the organization. Knowledge and use of marketing provides success to the
company in the competition, penetration into new markets, conquest of
customers, and ultimately - achievement of the objectives aimed at making
profit. Marketing has a wide application of borders, from the moment of
planning and the product development to after-sales service and the study
of the consumer’s reaction to it. Marketing is important when entering in-
ternational markets, increasing exports.

At the same time the areas and use of marketing are expending. To-
day, it is not only the production and sale of products but also services, sci-
ence, education, activities of state bodies of regulation and control, etc. In
connection with this marketing knowledge is important not only for pro-
fessionals in marketing, but also for representatives of many other special-
ists, including pharmacy.

Along with the theoretical bases of marketing the material in this text-
book contains features of pharmaceutical marketing that reflect the commod-
ity specificity of drugs and the use of the marketing mix in pharmacy.

In accordance with the curriculum of “Management and marketing in
pharmacy” course, discusses the general characteristics of the market,
socio-economic characteristics of the area of drug supply of the population,
the concept of social and ethical marketing are considered. Among the
components of marketing management attention is paid to the study of in-
dustry trends and market research of the consumer’s motivation, determi-
nation of the need and demand for drugs. The significance of marketing in-
formation is shown; principles of forming marketing information systems
are given. The chapters of the textbook reveal the nature and directions of
the practical application of the marketing mix: product, its organization
distribution, pricing, marketing communications. Along with the classical
concepts, the characteristics of common tasks, methods, and marketing
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events of companies there is also the information concerning the status
and trends in development of each direction, the results of scientific mar-
keting research, generalized the experience and achievements of foreign
pharmaceutical firms. Particular attention is given to creation and intro-
duction of new medicines to the market, formation of the assortment of
medicines in pharmaceutical companies, features of pricing and a complex
of marketing communications at the pharmaceutical market. The applica-
tion of the system Good Manufacturing Practices, Good Distribution Prac-
tice, Pharmaceutical (Pharmacy) Practice, the WHO ethical criteria for drug
promotion, legal and regulatory provisions of the Ministry of Health of
Ukraine concerning registration, certification, implementation, promotion
of drugs. Taking into account the importance of effectiveness of marketing
activities for an enterprise as a whole, the directions of the marketing con-
trol of the final process of marketing management are presented.

Taking into account the development of international relations of
Ukraine, the policy of integration into the European system, a separate
chapter of the textbook is devoted to the international marketing. The fea-
tures and environment of the international marketing, information on the
activities of foreign pharmaceutical companies, the strategy of the interna-
tional marketing, pricing policies, commodity distribution and interna-
tional marketing communications are described.

At the end of each chapter of the textbook there are questions for out-
of-class work of students and tests for self-control tests.

When writing the textbook along with the educational literature the
publications in scientific journals and other mass media are used. The ex-
amples of the scientific and methodological developments, the activities of
individual pharmaceutical companies, trade names of medicines are given,
but it is not the evidence of their preferences, or advertising.

The textbook is intended for students of pharmaceutical universities
and faculties, as well as for leaders, managers and specialists in the phar-
maceutical sector.



CHAPTER 1
FUNDAMENTAL RULES IN MARKETING

The chapter is devoted the general questions of market characteristic,
including pharmaceutical, and to marketing as market theory of manage-
ment by activity of the enterprises. Definition, kinds, elements, principles
are resulted, functions and the marketing environment is described.

1.1. VALUE OF MARKETING

Markets may be viewed as gaps that separate parties interested in an
exchange. Consequently, the process of the market actualization requires
that various activities (called marketing activities) remove the gaps be-
tween parties interested in an exchange. Some of these points require care-
ful examination.

Understanding of demand and supply through the eyes of the cus-
tomer is a process called marketing.

Marketing is a process that starts with identifying and understanding
the needs and wants of the customer (demand) and then fulfilling those
needs and wants (supply). An effective marketing plan offers a solution to
fulfil the needs and wants of society (individuals and organizations), while
achieving the goals of the organization. In addition, marketing can create
new needs or reformat existing needs. Both customers (demand) and or-
ganizations (supply) have objectives. Customers’ goals are to satisfy their
needs and wants. Organizations’ goals are to supply a good or service that
provides value or is useful to customers and to provide employment for
employees and profit to shareholders. In the case of nonprofits organiza-
tions, marketing success may be measured by the public’s response rather
than by profitability.

By marketing the enterprise can receive answers on questions: What
is necessary to sell? Who can sell? Why is necessary to sell? Where and
how to sell? When is necessary to sell? How to operate goods movement?
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Value of marketing for consumers is defined by several positions:

- marketing allows people to become more informed;

- optimization of working hours of the retail enterprises, promotion
of the goods, expenses on advertising, commodity assortment and other
areas of marketing improves coordination of resources;

- marketing considerably influences sights of people and a way of life;

- marketing promotes improvement of life quality. For example, mar-
keting experts stimulate firms to produce more safe goods; develop the
reference to the public concerning questions of energy’s economy, treat-
ment of illnesses, abusing alcohol, help a recognition and distribution of
the new goods, ideas and services.

Pharmaceutical marketing, as a subspecialty of marketing, can be de-
fined as a process, by which market for pharmaceutical care is actualized. It
encompasses all the activities carried out by various individuals or organi-
zations to actualize markets for pharmaceutical care. Let us examine this
definition closely. Marketing plays a key role influencing or directing activi-
ties from the manufacturer to the patient. It should be noted that the pa-
tient stands at the peak of the marketing pyramid. It is his characteristics
that determine which goods will be sold or, more correctly, which goods
will be produced.

1.2 THE CHARACTERISTIC OF THE MARKET

The market forms a direct connection of manufacture with consump-
tion, subordinates manufacture to requirements of the customer. Market-
ers constantly study a situation in the market, their task is revealing of re-
quirements of each market and a choice from them with what their enter-
prise can provide better, than others.

Market is defined as people or organizations wants (needs) to satisfy,
money to spend, and the willingness to spend it. A market may be defined
as a place where buyers and sellers meet, products or services are offered
for sale, and transfers of ownership occur (Fig. 1.1).

A market may also be defined as the demand made by a certain group
of potential buyers for a product or service.
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Resources Production Inquiries

Figure 1.1 - Market definition

Thus, in the market demand for any given four definitions there are
the following terms:

1. The aggregate of forces or conditions, within which buyers and
sellers make decisions that result in the transfer of goods and services.

2. The aggregate demand of the potential buyers of a commodity or
service.

3. The place or area, in which buyers and sellers function.

4. To perform business activities that direct the flow of goods and
services from a producer to a consumer or user.

Classification of markets is possible to different attributes:

- from positions of the economic space or depending on scale: the lo-
cal, regional, national, foreign, international, world markets;

- a commodity market, wholesale market, retail market;

- by the way of the goods consumption: the consumer goods market,
the industrial purposes goods and services.

Kinds of the market are as follows: the consumer’s market and the
seller’s market.

At the seller’s market the commodity assortment is limited, the com-
petition is absent, and the buyer is in full dependence on the seller. At the
consumer’s market the market is sated with different goods and services.
Commodity producers and sellers compete among themselves struggling
for the buyer. The buyer himself decides when to buy it and it determines
what goods to make.

Distinguish three spheres of the market: the goods and services (the
commodity market), bank stocks (the financial market), a labour (labour
market).

In marketing practice are considered usually markets of consumer
goods, of industrial appointment’s products and services market.
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Market basic elements are demand, the supply and the price. Their in-
terconnection forms a market mechanism.

Market mechanism functions:

- information of market operators;

- the functions which connected with efficiency of the market, — effi-
ciency of resources expenditure;

- maintenance of efficiency in distribution of economic resources;

- achievement of market balance.

The market situation is characterized by a parity between need, a
supply and demand. Need - subjective sensation of a lack something neces-
sary, depending on cultural level and the person of the individual. Demand
is some need for certain volume of goods which the consumer wishes and
has possibility to get. In other words demand is the need supported with
consumer ability.

In market researches allocate an economic conjuncture and a con-
juncture of the separate markets. The economic conjuncture characterizes a
condition of all market process for any period.

Market condition characterizes a situation on the market in the parity
between a supply and demand, price level, commodity stocks, volume of
orders in branch and other economic indicators. It is a question of a condi-
tion and market tendencies in short-term period.

1.3. CHARACTERISTIC, STRUCTURE AND ORGANIZATION OF
PHARMACEUTICAL MARKET

The pharmaceutical market represents a part of the market of goods and ser-
vices, sphere of interaction of subjects and objects which are influenced by a certain
factors. Objects of the pharmaceutical market are consumers of medicines and the ex-
perts who appoint and give information in buying of medical products. Subjects are
medical products, services, the parapharmaceutical goods, ideas, the pharmaceutical
information, consumers preferences. Subjects of the pharmaceutical market are: au-
thorities of regulation and control over pharmaceutical activity; the production, whole-
sale and retail enterprises and establishments; the specialized marketing and analytical
companies; educational institutions; research institutes; pharmaceutical associations
and other public organizations; hospitals.

Social and economic aspects of the pharmaceutical market. Economic laws of the
market have specific features in pharmacy as socially focused sphere. The reasons are
such components.
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First, granting of the pharmaceutical aid to the population requires personal con-
tacts of the doctor and the pharmacist, on the one side, and the consumer (patient) -
with another. The medicinal help is characterized by certain individuality to the patient.

Secondly, in comparison with other services spheres (even in public health ser-
vices) influence of inadequacy of the information concerning consumer properties of a
medicine at their manufacturers, at pharmacists and consumers (patients) is more es-
sential.

Thirdly, the need in vital medical products is necessary to keep health and the
human life. Fourthly, in the field of pharmacy (as well as in all system of public health
services) it is insufficiently defined connection between expenses of work of pharma-
ceutical employees end results is indistinctly traced.

Fifthly, use of the special managing mechanism in pharmacies is dictated neces-
sity of economic efficiency and social justice.

Feature of a medicines in comparison with the goods of other markets is impor-
tant also. Granting of the medicinal help require high professional qualification of the
doctor and the pharmacist, and also the financial possibilities of the consumer (pa-
tient).

General characteristic of the world pharmaceutical market. The world market of
pharmaceutical production is difficult, multilevel, multifunctional formation with stably
high rates of manufacture growth, sale and, accordingly, profitability indicators. These
reasons are connected with specificity of medical products as commodity category,
demand on which increases irrespective of economic and political factors.

Three basic pharmaceutical regions of a planet are the USA, Europe and Japan
having about 80 % of the medical products market. Despite some change of priorities,
the pharmaceutical market of the USA, as before, remains to the largest in the world.
Rates of its annual growth make more than 8 %. In Europe some decrease in growth
rates of the pharmaceutical market (on 1-2 % a year), despite high enough level of de-
velopment of the markets of France, Germany, the Great Britain, Italy and Spain (these
countries provide more than 70 % of sales volumes of pharmaceutical production in
Europe) is marked.

Second-large pharmaceutical market in the world — the market of Japan which
share is about 13 % of a world sales volume, has low growth rates of sales volumes of
pharmaceutical production ). The basic feature of this market — the increasing distribu-
tion of preparations of the American and European manufacture.

Appreciable rates the pharmaceutical markets of China, India, Brazil and Turkey
develop. Share of these countries is 17 % of the world pharmaceutical market, and
growth rates of sales make more than 11 % in India is one of the world's largest manu-
facturers of generics, taking the fourth place in the world on volume of made produc-
tion. Competition growth forces the companies to search for essentially new models of
development. Expenses on research are increase. One of the most effective remedies
of positions strengthening for the pharmaceutical companies is their integration, crea-
tion of strategic alliances and agreements between firms about joint creation of a
medicine.
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Progress in creation of new medical products proceeds. The new preparations
which have appeared last years, have more aim mechanism of action, and, as conse-
guence, are more suitable for treatment. These preparations are appointed for the dif-
ferentiated groups of patients and preparations of a wide spectrum of action with
which they urged to replace are more valuable, than. The wide circulation in pharma-
ceuticals manufacture is got biotechnology, gene engineering.

Essential feature of the modern pharmaceutical market is the increase in manu-
facture and sales of the medicinal preparations-generics. According to experts IMS it is
predicted, that the market capacity will increase annually on the average 14-17 % while
the pharmaceutical market will grow on 6-7 % a year.

1.4 NATURE, EVOLUTION, PRINCIPLES AND FUNCTIONS OF
MARKETING

The essence of marketing is an exchange. The existence of a market is
the foundation for an exchange and not a substitute for it. Every exchange
requires that (1) there are two or more parties (2) interested in satisfying
their unfulfilled desires, (3) have something of value to offer to each other,
and (4) are capable of communication and delivery.

The process of the market actualization may be initiated by either
party interested in an exchange. In the normal economic sense, the party
with goods is called a producer and the party with money is called a con-
sumer. That is why markets, as defined from the producer’s view, are
viewed as people with money (purchasing power) and felt or quiescent
need.

The term marketing has changed and evolved over a period of time,
today marketing is based around providing continual benefits to the cus-
tomer, these benefits will be provided and a transactional exchange will
take place. In a business firm, marketing generates the revenues that are
managed by the financial people and used by the production people in cre-
ating products and services. The challenge of marketing is to generate
those revenues by satisfying customers’ wants at profit and in a socially re-
sponsible manner.

There are a lot of definitions of marketing. The most common defini-
tion in the world of business is “Marketing is the process of planning and
executing the conception, pricing, promotion, and distribution of ideas,
goods, and services to create exchanges that satisfy individual and organ-
izational objectives”.
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The Chartered Institute of Marketing define marketing as ‘The man-
agement process responsible for identifying, anticipating and satisfying
customer requirements profitability’

If we look at those definitions in more detail, marketing is a manage-
ment responsibility and should not be solely left to junior members of staff.
Marketing requires co-ordination, planning, implementation of campaigns
and a competent manager(s) with the appropriate skills to ensure success.

Marketing objectives, goals and targets have to be monitored and
met, competitor strategies analyzed, anticipated and exceeded. Through ef-
fective use of market and marketing research an organization should be
able to identify the needs and wants of the customer and try to deliver
benefits that will enhance or add to the customers lifestyle, while at the
same time ensuring that the satisfaction of these needs results in a healthy
turnover for the organization.

Philip Kotler defines marketing as “satisfying needs and wants
through an exchange process”.

Within this exchange transaction customers will only exchange what
they value (money) if they feel that their needs are being fully satisfied,
clearly the greater the benefit provided the higher transactional value an
organization can charge. The definitions have some significant implica-
tions:

1. It is a managerial, systems definition.

2. The entire system of business activities must be customer-
oriented. Customers' wants must be recognized and satisfied effectively.

3. The marketing program starts with the germ of a product idea and
does not end until the customer's wants are completely satisfied, which
may be some time after the sale is made.

4. The definition implies that to be successful, marketing must maxi-
mize profitable sales over the long run. Thus, customers must be satisfied
in order for a company to get the repeated business that ordinarily is so vi-
tal to success.

The Marketing concept in the company’s activity based on three fun-
damental beliefs:

1. All company planning and operations should be customer-oriented.

2. The goal of the firm should be profitable sales volume and not just
volume for the sake of volume alone.

3. All marketing-activities in a firm should be organizationally coor-
dinated.



Chapter 1. Fundamental rules in marketing 15

The marketing concept has arisen in the USA in the end of XIX begin-
ning of XX centuries. The first who has specified that marketing should be-
come the main function of the enterprise, and creation of target group of
consumers is specific work of the manager, was S. Makkormik (1809-
1884). The mechanic by education, he had introduced in practical activity
of the company marketing research, the concept of the target market for
the enterprise, the price policy, service. But the first definition of marketing
belongs to Americans R. Butler and A. Shou, they have defined marketing as
a combination of factors which should be considered at the selling process.

Marketing as the management concept has developed in 60-70 years XX
the item though its first displays were observed in the late twenties and di-
rectly after the Second World War. It is connected first of all with active de-
velopment of progress in science and technology in the field of an information
infrastructure and a computerization of intrafirm management, and also with
occurrence of considerable complications of sale on the majority of the com-
modity markets (the pharmaceutical market is not an exception).

During evolution of the theory and marketing practice during the dif-
ferent historical periods certain groups of its concepts prevailed. In group
of concepts-representatives of passive, incidental marketing existed:

- productional (end XIX-beginning XX century ) in which centre of atten-
tion there was a manufacture, and a market reference point was demand;

- commodity (the middle 20x of XX century), in the centre of its atten-
tion -the goods (service), a market reference point remain demand;

- marketing (middle of 30th of XX century), focused on system of sale
and demand.

Up to the end 60th the concept market marketing (administrative,
organizational) prevailed, the main things in which was manufacture and
the sale focused on demand and consumers wants. From the middle of
70th of XX priority marketing was strategic (active), centre of which atten-
tion there was a system «the enterprise - the market», and as a market ref-
erence point - wants, needs.

The basic preconditions of marketing occurrence are:

- saturation of the market by the goods and services, formation of the
consumer’s market;

- development of a commodity producers competition, market infra-
structure, including a marketing infrastructure;

- growth of life standard of the population and accordingly increase in
demand of goods;
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- aspiration of the enterprises to expansion of a commodity market
and increase in profits.

Proceeding from definition, in marketing three interconnected
spheres are allocated:

- the first — decision-making for choice the consumer, manufacture or
realization of the certain product and the market;

- the second - «three whales» marketing: sale, advertising, service;

- the third - internal marketing management in firm (planning, fi-
nancing, the organization of corresponding goods manufacture).

Any firm that wishes adequately to serve its market would, therefore,
strive to direct marketing activities so the right product is sold in the right
quantity, at the right place, at the right price, at the right time. As the prod-
ucts, with which we are dealing in this industry, affect patients’ health,
some of these factors assume even greater importance than that attached
to the stimulation of sales.

The marketing mix principles (also known as the 4P’s) are used by
business as tools to assist them in pursuing their objectives. The marketing
mix principles are controllable variables, which have to be carefully man-
aged and must meet the needs of the defined target group. The interaction
of these components makes up the marketing mix and results in utilities
for the consumer (Fig. 1.2).

The definitions for the Marketing mix components are as follow.

Product is a key element of marketing mix, which basic characteris-
tics are size, colour, packing, design. Getting the product, the consumer gets
those blessings or utility with which the product can provide to it. Impor-
tant for the consumer is also (in more degrees, than characteristics) sup-
port or service. Service elements, in particular, for medical products and
products of medical appointment, are:

- pharmaceutical service;

- presence of the instruction on medical application;

- pharmaceutical care, recommendations and consultations during
purchase;

- maintenance of complex purchases, selling of accompanying prepa-
rations or other goods;

- qualification of pharmaceutical personnel;

- speed of orders performance;

- consideration of clients complaints.
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Marketing mix

Product Price Place Promotion
- consumer value; - murk up; - distribution - advertising;
- assortment; - strategies; channels; - copywriting;
- services; - discounts; - warehousing; - media selection;
- product line’ - allowances; - fulfilment; - sales force;
- service; - incentives. - shipping; -personal and mass
- warranty; - middlemen. selling;
- packaging; - sales promotion.
- branding;
- warranty.
| |
v
Target consumers
- Positioning |

Figure 1.2 - Marketing mix structure

The second element of marketing mix is the price. By a certain pricing
policy, the enterprise actively influences both a sales volume in the market,
and size of received profit.

The primary goal of a distribution policy (place) is the choice of the
optimum scheme of product’s delivery from the manufacturer to the con-
sumer (direct sale, through system of wholesale and-or retail trade,
through trading agents, etc.), the organisation of transportation, storage,
processing of cargoes, and also after sale service.

Product promotion on the market provides an establishment of effec-
tive contacts with already available or potential buyers. A main objective of
such contacts is creation of favourable impression (image) on consumer
about the company and its production. A considerable part of promotion
tools of the goods make: advertising, the organisation of exhibitions, fairs,
granting of trading discounts, performances in mass media, etc.

Last years the list of marketing mix elements is added by the such:
people (people), process (processes), physical evidence (material certifi-
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cates or proofs), personal (personnel), partnership (friendly relations with
consumers).

The marketing system provides decision of such problems:

- complex studying of the market;

- marketing strategy development and orientation of all divisions on
satisfaction of consumers wants;

- revealing of potential demand and unsatisfied needs;

- planning of commodity assortment and prices;

- working out of measures on the fullest satisfaction of existing de-
mand;

- forecasting of needs for the enterprise goods;

- distribution planning and realisation;

- planning and organisation of promotion activity for products on the
market (advertising, sale stimulation, etc.);

- working out of actions for improvement of management and the
manufacture organisation;

- an estimation of competitiveness of the enterprise.

Marketing principles. The manufacturers should take into account
some principles:

- to study a condition and changes of a consumer’s demand;

- to search for a market niche, to carry out segmentation of the mar-
ket and to let out production in view of features of separate segments;

- to improve the goods constantly and to improve its quality;

- it is necessary to influence the market using the system of promo-
tion: selling, advertising, service;

- to improve the marketing constantly.

Functions of marketing. Functions of marketing are divided into
four groups.

The research function includes the research of market, consumer,
product, and forming a structure.

The production function includes organizing the production of new
products, working out new technologies, and management of quality and
products competitiveness.

The sale market function includes organizing the distribution, service,
promotion, carrying out a purposeful commodity and the price policy.

The management and control function includes strategic planning,
control of marketing, promotion system, marketing management.
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Kinds of marketing. Subjects and problems of the pharmaceuti-
cal market. They distinguish the marketing focused on the consumer, the
marketing focused on the goods, the marketing focused on the demand
(remarketing, demarketing).

The marketing focused on the consumer is used if the activity of the
enterprise is aimed to satisfaction of needs of the market.

The marketing focused on the goods is used if the activity of the enter-
prise is aimed to the creation of new goods or improvement of what is issued.

Depending on sphere of marketing activity allocate: marketing of con-
sumer goods, industrial goods, ideas of public character, places, organisa-
tions, trading, marketing of services.

Marketing of the industrial goods (industrial marketing) is focused on
technological consumers (the industrial and commercial enterprises), get-
ting goods for industrial use or resale.

Marketing of ideas of public character is a working out, realisation and
the control over performance of the programs promoting comprehension
or perception by target group of the population of certain public idea,
movement or practice.

Marketing of places is an activity on creation, support or change of the
relation of consumers (clients) to separate places, location of clients.

Marketing of the organisations is directed on creation, support or
change of the relation and behaviour of all persons and organisations in
which the given enterprise is interested.

Trading marketing is the intermediary activity providing both effec-
tive sale of production of the manufacturer, and effective satisfaction of
consumers needs. Such kind of activity is favourable to both parties and
profitable for the intermediary.

Marketing of services is characterise that its object (services) has a
number of features: nonmaterial, inability to storage, inherence of service
from the supplier or the surrounding conditions, difficultly standardised
result.

Depending on the period on which the marketing policy of the enter-
prise is planned and developed, allocate strategic, tactical and operative
marketing.

In enterprise work some kinds of marketing depending on demand are
applied: demarketing, conversion marketing, the creative marketing sup-
porting, counteracting, marketing stimulating, remarketing, synchromar-
keting.
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Demarketing is the kind of marketing directed on reduction of de-
mand for goods or services which cannot be satisfied because of insuffi-
cient level of capacities, limitations of commodity resources and raw mate-
rials. Basically demarketing is used for the prestigious, most popular goods
or in development of the manufacture, especially new goods, models. To
demand reduction such means can be applied , as increase of the price on
goods, refusal of advertising and sale stimulation.

Conversion (developing) marketing is marketing at negative demand,
at such situation in the market when all or majority of segments refuse
from given goods. The purpose of this kind is change of negative relation of
consumers to the goods on positive.

Creative marketing is used in the latent demand conditions, the prob-
lem is transformation of a potential demand in real.

Supporting marketing is directed on support of an existing demand
level.

Counteracting marketing is realised for the purpose of maintenance of
well-being of the consumer or a society as a whole, when demand for sepa-
rate goods can be considered as the irrational. Such goods, for example,
concern, alcohol drinks, tobacco products, "piracy” production, etc.

Stimulating marketing is the marketing kind, which purpose is stimu-
lation of demand with condition of the indifferent relation of the consumer
to goods.

Remarketing is necessary in situation of demand reduction, charac-
terise for all kinds of goods and any period of time depending on a phase of
product life cycle. Its purpose is maintenance of market novelty for goods
or reorientation of the enterprise on the new markets.

Synchromarketing is focused on conditions, when demand considera-
bly exceeds productive capacities or, on the contrary, volumes of manufac-
ture of given goods more than market needs, problem is search of smooth-
ing ways for fluctuations of demand.

Depending on a territorial principle distinguish such kinds of marketing:
internal (within one country), international marketing (sometimes name
external economic, foreign trade. Differs global problems caused by work
of the enterprise in the foreign markets).

Subjects of the pharmaceutical market are manufacturers of medical
products, wholesale intermediaries, retail intermediaries, organizations -
consumers (treatment-and-prophylactic institutions), end users, and ex-
perts in marketing (Fig. 1.3).
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Manufacturers Ultimate users The organizations-
consumers
Pharmaceutical enterprises, Doctors-patients,

manufactures, small enterprises|| |Visitors of drugstores Hospitals, out-patient

departments, schools AND
preschool institutions

) /
SUBJECTS OF THE
PHARMACEUTICAL MARKETING

: ~

Wholesale trade Retail trade Marketing services

Distributors, community Pharmacies Experts
pharmacies warehouses

Figure 1.3 - Subjects of the pharmaceutical market

Problems of pharmaceutical marketing are: complex studying of the
market; revealing of demand and unsatisfied needs; planning of the com-
modity assortment and the prices; development of actions on satisfaction
of demand; planning and realization of selling; development of actions on
management perfection and the organization of manufacture.

The marketing environment of the enterprise. The marketing en-
vironment is a set of factors, forces and conditions operating outside the
company and influencing on its marketing activity. Allocate micro-and
macro environment.

The microenvironment is presented by the subjects, making direct
impact on activity of the enterprise (firm). Them concern: consumers,
marketing intermediaries (promote advancement, sale and distribution of
goods), competitors and contact audiences. The last sometimes name me-
dia environment.

Contact audiences are the groups showing interest to company’s ac-
tivity, and capable to affect it: financial contact audiences (banks, the in-
vestment companies and shareholders); local contact audiences (local
residents); internal contact audiences (labour collective, shareholders,
board of directors); mass media; official bodies; public organisations (for
example, a society of consumers rights protection); public contact audi-
ences - leaders of public opinion (politicians, sportsmen, large scientists).
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Factors of microenvironment concern demographic, economic, natural
and geographical, scientific and technical, political and cultural.

Marketing research of an environment are pledge of successful mar-
keting, achievement of balance between enterprise’s interests and other
market subjects, process of adaptation to changing conditions.

For place determining on the market and forecasting of market activ-
ity each pharmaceutical enterprise should analyze and estimate own po-
tential and factors which influence on its activity. One of the methods, al-
lowing to carry out comparative research of the internal environment of
the enterprise and external conditions is the SWOT-analysis (an abbrevia-
tion from English words is: strengths, weakness, opportunities, threats).

Enterprise strengths include advantages over competitors. Weak-
nesses — lacks of enterprises work, which are subject to elimination for
achievement of competitive advantages. Enterprise opportunities are
formed by the influence of positive tendencies and the environment phe-
nomena, can promote increase in sales volume and profit. Threats - nega-
tive factors or tendencies of an environment involving decrease of indica-
tors of enterprise’ work if corresponding measures are will not taken.

As a result of SWOT-analysis such measures are spent: industrial and
commercial opportunities according to firm resources are defined; actions
for prevention of threats influence are developed; advantages are com-
pared with market opportunities; strategy on overcoming of weaknesses of
firm are developed.

The generalized estimation of strengths and weaknesses, opportuni-
ties and threats spend by use of the matrix, resulted in Table 1.1.

Table 1.1 - SWOT-analysis matrix

Opportunities Threats
Components of |1. 1.
SWOT-analysis |2. 2.
Strengths SO-strategies ST-strategies
;' Increase in opportunities by | Use of strengths and elimi-
' use of strengths nation of threats
Weakness WO-strategies WT-strategies
;' Elimination of weaknesses by |Minimization of weaknesses

use of available opportunities | for prevention of threats
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Questions for out-of-class work

1. Characterize value of marketing for subjects of market.

2. Give the definition of term "market".

3. Characterize importance of marketing for the manufacturer.

4. What conditions define existence of the markets?

5. Subjects of the market.

6. What concepts characterise a market situation?

7. List market mechanism functions.

8. Open concept and value of indicators «an economic conjuncture» and
"market conjuncture”.

9. What are social and economic features of the pharmaceutical market?

10. Open modern tendencies of the world pharmaceutical market.

11. Give characteristic of the pharmaceutical market of Ukraine.

12. Give marketing definition.

13. What are features of pharmaceutical marketing?

14. What stages of evolutionary development of marketing concept?

15. Specify basic elements of marketing mix.

16. Name marketing principles.

17. List basic functions of marketing.

18. Name kinds of marketing in enterprise activity.

19. What kinds of marketing allocate depending on application sphere?

20. What kinds of marketing use depending on demand?

21. What are allocated subjects of pharmaceutical marketing?

22. In what problems of pharmaceutical marketing consist?

23. Characterise the marketing environment of the enterprise.

24. What essence of the SWOT-analysis and what its value?

Tests

1. What concept dose correspond to definition: «... a place where buyers
and sellers meet, products or services are offered for sale, and transfers of
ownership occur»?

2. Marketing department by investigating the regional market of
antihistaminic preparations established, that the offer exceeds demand. What
kind of market dose corresponds to given situation?

A. Buyer’s market

B. Seller’s market

C. Regional

D. National
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3. Market basic elements are:
A. Distribution

B. Demand

C. Advertising

D. Price

E. Promotion

F. Supply

4. Finish the list of market mechanism functions:

A. Connected with market efficiency

B. Maintenance of efficiency of economic resources distribution
C. Achievements of the market balance condition

D. ..

5. What concept dose correspond given definition: «... is the process of
planning and executing the conception, pricing, promotion, and distribution of
ideas, goods, and services to create exchanges that satisfy individual and
organizational objectives?

6. What is the main thing in marketing definition?
A. Goods sale

B. Decrease in expenses of manufacture

C. Satisfaction of consumers needs

D. Improvement of quality life

E. Establishment of price for goods

7. Allocate basic making (elements) of marketing mix:
A. Price

B. Demand

C. Supply

D. Goods

E. Sale

F. Service

G. Advertising

H. Promotion

8. Production and commercial activity of the pharmaceutical enterprise is
based on production function of marketing. What of the resulted dose concerns
to production function?

A. Quality management and competitiveness of finished goods

B. The analysis of the internal environment of the enterprise

C. Organization of marketing control

D. Organization of marketing communications
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9. What kind of marketing dose correspond definition: «the kind of
marketing directed on reduction of demand which cannot be satisfied because

of insufficient level of capacities, limitations of commodity resources and raw
materials»?

11. What orientations of commercial activity of pharmaceutical
enterprises answer the modern marketing concept?

A. Commodity

B. Production

C. Sale

D. Consumer orientation

E. Orientation to the consumer and society as a whole
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CHAPTER 2
MANAGEMENT OF PHARMACEUTICAL MARKETING

In the chapter general directions of marketing management are re-
viewed, shown value of information support, working out of marketing
plan, forming of marketing services of at the enterprises. Taking into ac-
count features of the pharmaceutical market the concept of socially and
ethical marketing, which is basis of management problems of marketing of
the pharmaceutical enterprise.

2.1. PROCESS OF MARKETING MANAGEMENT

Marketing management is the analysis, planning, an implementa-
tion the control over actions, aimed on an establishment, fastening and
support of favourable exchanges with target buyers for the achievement of
certain problems of the organization, such, as profit reception, sales vol-
ume growth, increase market share, etc.

The problem of marketing management consists in influence on level,
time and character of demand that it helped the organization to achieve
purposes.

For management of marketing activity of the enterprise four groups
of questions have the greatest value:

1. Information

2. Use of elements (complex) of marketing

3. Organization of marketing activity

4. Control in marketing sphere.

Among questions of the information the enterprise is interested in
data:

- about environment, in particular, about consumers, intermediaries,
competitors, suppliers and about government regulation;

- about possibilities of influence on the market and creations of con-
sumers preferences;

- about internal restrictions of industrial, financial, personnel and
other character;

- about various influence of separate factors at environment change.
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In marketing system information has great value as any marketing
activity is based on knowledge of the concrete situation which has devel-
oped on the market. The majority of marketing research in itself are infor-
mation (for example, studying of product demand, research of sales mar-
kets, requirements of consumers to the product). Besides, performance of
marketing actions is need in feedback establishment to correct current in-
fluence and working out of the future marketing programs.

Absence of the necessary marketing information can become the rea-
son of serious economic miscalculations. The purpose of use of the market-
ing information is reduction of uncertainty in the course of acceptance of
administrative decisions. It demands gathering, transfer, storage, process-
ing and granting of considerable volumes of the versatile information. In
detail process of accumulation of the information in pharmaceutical mar-
keting will be described in separate section.

Use of marketing elements is directed on work with product, perfec-
tion of its consumer value, on price policy, creation of sale system, deci-
sion-making concerning methods and sale places, use of marketing com-
munications and public relations.

The marketing heads (the marketing vice-president, marketing-
director, the deputy director on marketing) are officials of firm who are
engaged in the analysis of a marketing situation, implementation of plans
and (or) performance of control functions.

In marketing area works: marketer, manager on public relations, the
manager on advertising, the manager on supply, the manager on sale and
some other.

In marketing management the main role has planning. Usually we be-
lieve that planning is studying the past to decide in the present what to do
in the future, or deciding what we are going to do later, when and how we
are going to do it, and who will do it. If you don't have a plan, you cannot
get anything done - because you don't know what to be done or how to do
it.

In business management one type of planning that we find very use-
ful is the more formal concept called strategic planning. Strategic planning
may be defined as the managerial process of matching an organization's
resources with its marketing opportunities over the long run. Note (1) that
strategic planning is a total-company concept and (2) that it involves a
long-run orientation.
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The concept of planning is not new. However, market and economic
condition in recent years have led to a better understanding of the need for
formal planning. Truly, any success that management has in increasing the
profitability of marketing operations depends in large part upon the nature
of its marketing planning. Formal planning is one of the most effective
management tools available for reducing risks.

Planning may cover long or short periods of time. Long-range plan-
ning (for 3, 5, 10, or even 25 years) usually involves top management and
special planning staffs. It deals with broad, company-wide issues such as
plant, market, or product expansion. Short-term planning typically covers a
period of one year or less and is the responsibility of lower- and middle-
echelon executives. It involves such issues as planning next year's advertis-
ing campaign, making merchandise-buying plans in a store, or setting sales
quotas for a sales force.

The planning activities in an organization may be conducted on three
or four different levels depending upon the size of the organization and the
diversity of its products or services. These planning levels are as follows:

Strategic company planning. This total-company planning takes
into consideration an organization's financial requirements, production-
capabilities, labour needs, research and development effort, and marketing
capabilities.

Strategic business unit planning. In large, diversified organizations,
a modification of strategic company-wide planning has emerged in recent
years. For more effective planning and operation the total organization is
divided into separate divisions called strategic business units (SBUs). Each
SBU is, in effect, a separate "business," and each SBU conducts its own stra-
tegic "business-wide" planning.

Strategic marketing planning. At this level management is engaged
in setting goals and strategies for the marketing effort in the organization.
In smaller or no diversified organizations, the SBU planning and marketing
planning may be combined into one strategic planning activity. Or, in small,
single-business organizations, the top three levels of planning (company,
SBU, marketing) may be combined into one planning activity.

Strategic marketing planning includes (1) the selection of target mar-
kets and (2) the development of the four major ingredients in a company's
marketing program - the product, the distribution system, the pricing
structure, and the promotional activities (Fig. 2.1).
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Figure 2.1 - Planning of enterprises’ marketing activity

Marketing plan usually consist of such sections:

- description of current marketing situation (description of market,
consumers, factors of the marketing environment, products of certain
group, a competition, methods of sale and goods promotion);
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- a substantiation and the description of the purposes of firm (short-
term and long-term);

- data about results of markets forecasting;

- the description of marketing strategy on the markets;

- the description of marketing program actions;

- the budget (calculation of expected profits and expenses);

- the description of control procedures.

2.2. MARKETING MANAGEMENT AND ITS EVOLUTION

Evolution of marketing can be submitted by its concepts or stages.

The first stage is a production orientation. In this first stage the un-
derlying assumption is that marketing effort is not needed to get people to
buy a product that is well made and reasonably priced.

The second stage is a sales-orientation. Product had to be sold, called
for substantial promotional effort.

The third stage is a marketing-orientation. In the third stage compa-
nies embrace the concept of the coordinated marketing management di-
rected toward the double goals of the customer orientation and the profit-
able volume. Attention is focused on marketing rather than on selling, and
the top executive in this area is called a marketing manager.

The modern concept of marketing is Responsibility and Human - Orien-
tation Stage. It is increasingly obvious that marketing executives must act in a
socially responsible manner if they wish to succeed, or even survive. External
pressures - consumer discontent, a concern for environmental problems, and
political-legal forces - influence the marketing programs of countless firms.

Proceeding from the concept of Responsibility and Human - Orienta-
tion marketing, marketing management of the pharmaceutical enterprise
should provide observance of following principles:

- creation, production and distribution of effective medical products;

- elimination or minimizing of medicines’ side effects;

- use in manufacture of medical products of high-quality raw materials;

- formation of medical products assortment, working out of a new
medicine according to consumers needs (in this case — doctors, pharma-
cists, the population);

- development of an optimum prices policy for medical products;

- activity of the pharmaceutical enterprises and pharmacies should
provide preventive maintenance and treatment of diseases of the popula-
tion and, finally, — nation health that is one of prime interests of a society.
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2.3. THE ORGANIZATIONAL STRUCTURE OF SERVICES MARKETING

Within the marketing department - especially in medium-sized or
large firms - the sales force frequently is specialized in some organiza-
tional fashion. This is done in order to implement more effectively the
company's strategic planning. One of three forms of organizational spe-
cialization of the line authority typically is adopted. The sales force may be
organized by a geographical territory, by a product line, or by a customer
type. In very large companies sometimes other marketing activities such as
advertising or sales promotion also are organizationally specialized in one
of these same three categories.

Geographical specialization. Probably the most widely used
method of specializing selling activities is to organize a sales force on the
basis of geographical territories. Under this type of organization, each sales
person is assigned a specific geographical area - called a territory - in
which to sell. Several sales people representing contiguous territories typi-
cally are placed under a territorial sales executive, who reports directly to
the general sales manager. These territorial executives usually are called
district or regional sales managers.

A territorial organization usually ensures better implementation of
sales strategies in each local market and better control over the sales force.
Customers can be serviced quickly and effectively, and local sales reps can
respond better to competitors' actions in a given territory.

Product specialization. Another commonly used basis for organiz-
ing a sales force is some form of product specialization. To illustrate it a
company may divide all of its products into three lines. Then one group of
sales reps will sell only the products in line A. All sales people in group A
will report to a sales manager for product A, who, in turn, will report to a
general sales manager. For example, the pharmaceutical companies sell the
goods of different therapeutic groups - febrifugal (1), cardiovascular medi-
cines (2), gastroenteric (3). Thus, there can be a Product-manager in group
1, group 2 and group 3.

Customer specialization. Many companies today have divided their
sales departments on the basis of a customer’s type. Customers may be
grouped either by type of industry or by a channel of distribution. A firm
that specializes its sales operations by the channel of distribution may have
one sales force selling to wholesalers and another that deals directly with
large retailers.
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As more companies fully implement the marketing concept, customer-
specialization organization is likely to increase. Certainly the basis of the cus-
tomer specialization is commensurate with the customer-oriented philoso-
phy that underlies the marketing concept. That is, the organizational empha-
sis is on the customers and markets rather than on products.

Combination of organizational bases (matrix). Many medium-sized and
large companies typically combine a territorial sales organization structure
with one of either product or the customer specialization (Fig. 2.2).
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Figure 2.2 - Models of marketing services organization
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For greatest conformity of marketing service to concrete features of
pharmaceutical enterprises work it is use the combined models of market-
ing structures, in particular, on goods and region.

Basic stages of the organization of pharmaceutical marketing services
are allocated:

- determining of the prime purpose and problems of pharmaceutical
marketing service on given enterprise;

- working out of Statute about marketing service at the enterprise;

- a substantiation of organizational structure;

- service creation (groups, department, coordination council, etc.)
marketing;

- determining of problems for separate divisions and its functional
duties of marketing service workers.

Overall aim of pharmaceutical marketing service is optimization of
processes of working out, manufacture and distribution of medical prod-
ucts according to consumers needs.

The main tasks of pharmaceutical marketing service are:

- working out of the marketing program,;

- market segmentation;

- gathering of the marketing information on the market, structure,
dynamics of demand and factors, its defining;

- forecasting of a market condition, dynamics of its changes;

- the analysis of a competitive situation and introduction of actions
for increase of competitiveness of pharmaceutical enterprise’ develop-
ments for expansion of domestic market and export opportunities;

- formation of product assortment;

- preparation and dispatch to potential customers of information ma-
terials about developments of the pharmaceutical enterprise (association)
and results of research;

- participation in works of organization of the external economic and
scientific, technical communications with foreign partners;

- working out long-term, intermediate term and marketing current
plans by each kind of pharmaceutical production;

- formation of demand and stimulation of sale of the pharmaceutical
goods;

- working out of advertising campaigns, realization of business ties
with press, advertising agencies, radio and TV, etc,;

- participation in formation of public relations, etc.
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Proceeding from problems, functions of department of pharmaceuti-
cal marketing are defined:

- gathering, studying, an estimation, the analysis and generalization of
domestic and foreign information about condition, capacity and tendencies
of development of potential sales markets of pharmaceutical production;

- gathering and analysis of the information on activity of the competi-
tors who produces similar production, their intentions on the investigated
markets;

- the analysis of a contingent and groups of consumers of medical
products and other products of pharmacy assortment;

- preparation and carrying out of expert estimations, interrogation of
consumers concerning quality and assortment of the offered pharmaceuti-
cal goods; revealing and demand records and needs on production, which
release can adjust the given pharmaceutical enterprise;

- organization of preparation of advertisement brochures, booklets,
information letters and other advertising materials;

- selection and preparation of product samples of the pharmaceutical
enterprise for an specialized fairs and exhibitions;

- determination of requirements to quality and consumer features of
the equipment and outlet pharmaceutical production;

- studying and use of domestic and foreign experience in sphere of the
analysis of a market situation, marketing, advertising, work with consumers.

Questions for out-of-class work

1. What problems of marketing management?

2. What are the features of planning in marketing system?

3. What parts dose marketing plan consist of?

4. List a basic marketing concepts of the enterprises.

5. What are the features of Human responsibility concept of marketing
in the field of pharmacy?

6. What kinds of marketing services orientation of the enterprises are
exist?

7. What stages of marketing services organisation are allocated?

8. Characterise modern organizational structure of marketing service
of the pharmaceutical enterprise.

9. List the main tasks of marketing service of the pharmaceutical enter-
prise.

10. What functions are carried out by departments of pharmaceutical
marketing?
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Tests

1. Studying of a market situation has shown favourable tendencies for the

pharmaceutical enterprise. What variant of marketing plan is expedient in this
case?

A. Minimum

B. Optimum

C. Intermediate term
D. Maximum

E. Long-term

2. The marketing service of the enterprise by analysis of opportunities of
the market, has established obvious complication of a market situation for a
firm. What, under such circumstances, should be the marketing plan?

A. Minimum

B. Short-term

C. Optimum

D. Long-term

E. Maximum

3. A company works in stable market situation. What variant of
marketing plan should has firm?

A. Minimum

B. Optimum

C. Intermediate term

D. Short-term

E. Maximum

4. What questions groups have the greatest value in marketing
management activity?

A. Information

B. Uses of marketing elements

C. Formation of assortment

D. Organizing of public relation activity («PR»)
E. Organizing of marketing activity

F. Control in marketing sphere

5. To provide availability of the medicinal help and high production
efficiency, pharmaceutical enterprise makes medical products cheap and

procurable to buy medicines. What marketing management concept stands by
the company?

A. Production orientation
B. Product orientation

C. Sales orientation

D. Marketing orientation
E. Human orientation
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6. In condition of high level competition pharmaceutical enterprise try to
satisfy of consumers needs and to increase of society’s life standard and own
profitableness. What concept of marketing management activity was chosen by
the given firm?

A. Production orientation

B. Product orientation

C. Sales orientation

D. Marketing orientation

E. Human orientation

7. Pharmaceutical enterprise, considering priority value of quality among
other market characteristics of goods, has directed the efforts to improvement
of quality of medical products let out by it. What concept of marketing
management is used by firm?

A. Production orientation

B. Product orientation

C. Sales orientation

D. Marketing orientation

E. Human orientation

8. What concept of organization’s marketing activity stands by the
company consider that consumer will not buy its goods without considerable
efforts on promotion and sale?

A. Production orientation

B. Product orientation

C. Sales orientation

D. Marketing orientation

E. Human orientation

9. What concept of organization’s marketing activity was chosen by the
firm according to consumers needs, which necessary to satisfy better, than it is
done by competitors?

A. Production orientation

B. Product orientation

C. Sales orientation

D. Marketing orientation

E. Human orientation

10. Enterprise going to work on market segments where consumers differ
needs in goods, purchasing capacity and behaviour. What model of marketing
service organization more rational for the enterprise?

A. Functional

B. Product

C. Regional

D. Segment

E. Matrix
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11. Pharmaceutical enterprise produces wide assortment of medical
products. What model of marketing service organization can be taken for as
basis of activity in the given situation?

A. Functional

B. Product

C. Regional

D. Segment

E. Matrix

12. Pharmaceutical enterprise produces not wide assortment of medical
products and sales on insignificant quantity of markets. What model of
marketing service organization is chosen by the enterprise?

A. Functional

B. Product

C. Regional

D. Segment

E. Matrix

13. Enterprise makes one-type goods and sales its on many markets. What
model of marketing service organization should be chosen in the given
situation?

A. Functional

B. Product

C. Regional

D. Segment

E. Matrix

14. That does not concern stages of the organization of pharmaceutical
marketing services?

A. Defining of purpose and tasks of enterprise’s marketing service

B. Forecasting of market condition

C. Working out of Statements on marketing service

D. Substantiation of organizational structure

E. Substantiation of production and distribution directions of activity

F. Creation of marketing service (group, department, etc.)

G. Defining of separate divisions’ tasks and functional duties for
marketing service workers?
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CHAPTER 3
MARKETING RESEARCH AND THE INFORMATION.
MARKETING INFORMATION SYSTEMS

In the given chapter essence, directions, methods and stages of mar-
keting research are presented. Value and principles of formation by phar-
maceutical industrial and wholesale-retail enterprises of the information is
shown. Described structure and opportunities of marketing information
system.

3.1. THE PURPOSE, OBJECTS AND METHODS OF MARKETING
RESEARCH

Using marketing, the manufacturer or wholesale and retail enterprise
plans what to produce, where to distribute goods, what price to establish,
etc. For this purpose it is necessary to know the potential buyer, its oppor-
tunities, preference, and also to have data about presence of the similar
goods on the market, about a demand condition for it, etc. Such information
receive by marketing research.

It is possible to name marketing research as the communicative
channel by which connection with an environment is established.

Marketing research are function which connects the organisation
with consumers through the information. The received information is used
for revealing and definition of possibilities and problems of marketing;
workings out, specifications, an estimation and the control of execution of
marketing actions; perfection of understanding of marketing as process.

Marketing research are the scientific researches directed on regular
gathering, reflexion and the analysis of the information concerning needs,
opinions, motivations, relations, behaviour of separate persons and the or-
ganisations (subjects of economic activities, official bodies, etc.) for the
purpose of proved marketing decisions’ acceptance.

Marketing research are spent in three directions: research of
macro-and a microenvironment and the internal environment of the enter-
prise.
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Studying of macroenvironment factors, their tendencies and influ-
ence on enterprise activity allow to define its strategy, to allocate perspec-
tive directions for work on the market.

Marketing research of a microenvironment study the market,
competitors, consumers, goods, prices, distribution systems.

Concrete result of marketing research take place at a choice of strat-
egy and tactics of enterprise’s marketing activity.

Market research is the most widespread direction in marketing re-
search. Objects of market research are tendencies and processes on the
market which include the economic changes analysis, scientific and techni-
cal, demographic, ecological, legislative and other factors. The structure
and market geography, its capacity, dynamics of sale, a competition condi-
tion, market conjecture, opportunities and risks are investigated also. The
basic results of market research are forecasts of its development, an esti-
mation of conjecture tendencies, definition of key success factors. The
market segmentation, choice of the target markets and market niches is
carried out.

Research of consumers allows to define factors of consumers choice
of goods (incomes, a social status, an age, sex, education). The consumption
structure, goods security, consumer demand tendencies are investigated.

Research of competitors consists in reception of necessary data for
maintenance of competitive advantages on the market and also to find co-
operation possibilities. For with purpose are analyzed strength and weak-
nesses of competitors, their market share, work with goods, changes of
prices, advertising campaigns. The material, financial, labour potential of
competitors, the organisation of management are studied. The choice of
ways and possibilities of achievement of the most convenient position in
the market concerning competitors becomes result of such research.

Studying of firm structure of the market is carried out for the pur-
pose of reception of the information on possible intermediaries, and also
transport and forwarding, advertising, insurance, legal, financial, consult-
ing and other companies and organisations creating a marketing infra-
structure of the market.

Overall objective of goods research is determine of conformity of
technical and economic indicators and quality of goods which are present
on the market, to requirements of buyers, and also their competitiveness
analysis.
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Results of research give the chance to the enterprise to develop own
assortment of goods according to consumers needs, to raise their competi-
tiveness, to define directions of activity depending on different stages of
product life cycle, to find idea and to develop new goods, to improve mark-
ing, to develop a corporate style, to define patent protection means.

Price research is directed on definition of such level and a parity of
the prices which give the maximum profit with minimum expenses. As a
result of the spent research optimum parities "expense-price" and "price-
profit" are selected.

Research of distribution and sales provides determining of the
most effective ways and means of the fastest selling of goods to the con-
sumer. Research include the analysis of functions and features of wholesal-
ers and retailers activity, their relationship with manufacturers.

Studying of intermediaries provides the analysis of market coverage,
trading intermediary’s potential, its reputation, distribution network, fi-
nancial stability, etc.

Such data allow to define possibilities of increase in goods turnover,
to optimise commodity stocks, to develop criteria of a of effective distribu-
tion channels choice and techniques of sale to end users.

At studying of suppliers of raw materials, stocks, the equipment, and
also finished goods (for trading organisations) the analysis of offered pro-
duction quality, the prices for it, conditions of deliveries, condition of sup-
ply, possibility of crediting, possible volumes of deliveries, reputation of
the supplier are carried out.

Research of marketing communications system allows to develop
a public relations policy and to create the favourable relation to the enter-
prise, its goods; to define methods of consumer demand formation, influ-
ence on suppliers and intermediaries; to raise efficiency of communicative
connections, including advertising.

Research of the internal environment of the enterprise has an ob-
ject to define real competitiveness level of the enterprise as a result of
comparison of corresponding factors of the external and internal environ-
ment. Manufacture, sale, management, marketing, the finance are analyzed.
It is important, that enterprise activity has been completely adapted to en-
vironment, what is why are allocated strength and weaknesses of the en-
terprise, opportunity and threat. This information is used for strategic and
tactical decision making on a complex of marketing in a company.



Chapter 3. Marketing research and the information. Marketing information systems 41

Marketing research usually are directed on studying of research object
which represents a social reality or social process, and also they are concrete
people, documents, etc., acting as observation unit and the analysis. Object of
research are the most significant sides of object which are subject to direct
studying in applied research. Applied research are directed on studying of so-
cial factors: behaviour of individuals, social groups, collectives; products of
human activity - goods and services; judgments, opinions, sights of people. A
subject of marketing research of theoretical (fundamental) character are the
various markets, types of consumers, their motivations, etc.

In marketing research process the basic stages are allocated.

1. Working out of the concept or the research program:

- problem statement;

- definition of the purpose and problems;

- object and subject of research definition;

- definition of indicators system,;

- formation of a working hypothesis.

2. Gathering and the analysis of primary data:

- working out of the working tool;

- data acquisition process;

- processing and the analysis of data.

3. A formulation of conclusions and registration of research results:

- working out of conclusions and recommendations;

- registration and presentation of results of research (Fig. 3.1).

Results of research can be presented in the form of a short statement
of research essence or in the full scientific report in which scheme of re-
search is systematised and evident, substantiated conclusions and recom-
mendations in details are there.

Results of marketing research are used for proved administrative de-
cision making. Marketing research provide their accurate organisation. In-
formation receive with use of room and field research, and also various
sources of the information (internal and external, own and received etc.).

At room research official sources of the information are used: the re-
porting, directories, the statistical data (secondary data).

In pharmaceutical market research as the basic sources of the information are
used price-lists of pharmaceutical companies, recipes, histories of illnesses, con-
signment note, orders of pharmacies, statistical data, publications in professional
editions, specialised databases, etc.
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Figure 3.1 - Stages of marketing research

Field research is used, as a rule, with the purpose of studying the re-
action of consumers on a product (primary data). The main widespread
methods are interrogation, supervision, experiment and panel.
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Interrogation. It is necessary to understand finding-out of people’ posi-
tions or reception from them references on any question. It is the most wide-
spread and major form of data gathering in marketing. Approximately in 90
% of research this method is used. Interrogation can be spent in the oral or
written form.

For working out of questions it is necessary to start from an informa-
tion need and possibilities interrogated to give a right answer. If researcher
wants to know agreement or disagreement, sufficient the type of questions
«Yes — now. If it is necessary to draw a conclusion on opinions of interrogated
might to use scale questions.

Supervision - is used as a way of information’s reception in market re-
search much less often, than interrogation. Advantages of a method of super-
vision are:

- independence of object desire to cooperation, ability investigated to
verbal revealing in substance of a case;

- possibility to provide higher objectivity;

- possibility of perception of not realised behaviour (a choice of goods in
pharmacy);

- possibility of surrounding situation count, especially at supervision by
means of devices.

Supervision has a lacks:

- it is difficult to provide representatively, because supervision has
need, as a rule, special conditions (for example, behaviour of visitors in
pharmacy: it is possible to observe only those who has come, the casual
choice of objects is impossible);

- subjectivity of perception observing, selective supervision;

- the behaviour of objects can differ from natural if supervision is
opened (effect of supervision).

Experiment is research, at which should be established as change of
one or several independent variables influences one or several dependent
variables. Essential signs of experiment:

- the isolated changes (separate sizes vary the researcher, others should
be, as far as possible, constants);

- the researcher actively interferes with process of data occurrence;

- the interconnection of cause and effect (for example, influence of col-
our of packing on sales volume) is checked.

The panel. Goods sale constantly fluctuates as a result of competitors
action and preferences of the consumers changes, therefore the necessary in-
formation can be received as a result of numerous interrogation of group of
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the interested buyers at regular intervals or by supervision over sale devel-
opment in certain group of pharmacies. The panel has such signs:

- the subject and a research topic are constant;

- data gathering repeats at regular intervals;

- a constant (with certain conditionality) set of objects of research -
trading enterprises, consumers.

Distinguish three kinds of the panel: trading, consumer, special forms.

The consumer panel is based on an interrogation method. Drugstores
are special forms of the panel.

By consumer panel it is possible to receive such information:

- quantity of the goods sold by a family;

- the sizes of financial expenses;

- market share of the basic manufacturers;

- the prices by which the preference is given, kinds of packing’s, kinds
of goods, kinds of retailers;

- a difference in behaviour of the consumers belonging to various so-
cial strata, living in different regions, cities of different size;

- the special analysis «fidelity to mark», changes of marks, effective-
ness of various marketing actions etc.

3.2. THE VALUE OF THE PHARMACEUTICAL INFORMATION

The information represents a set of the ordered document files and
information technologies which provide information processes on the ba-
sis of standardized forms of submission and data transmission, forms and
methods of rendering of information services of different type.

Information is of great importance in conditions of the market - for
the manufacturer, wholesale, retail trade. The information on the market,
assortment of goods, demand, a market capacity, a share of the separate
organizations, distribution channels, advertising uses the greatest demand.
Sources of this information are questioning, exhibitions, seminars, fair bro-
chures, price-lists, periodic or special editions, statistical collections, the
thematic directories, the specialized databases. Except for the information
on the market the information on the internal environment (scientifically -
technical potential, the staff, industrial reserves and stocks, production
costs, profit profitability of release of goods, pricing), as well as the infor-
mation on the environment (demographic, economic, climatic, scientific -
technical, political, cultural) is used.
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Possession of various information and its use in interests of the en-
terprise is the main strategic condition of marketing. Value in marketing
management causes major principles of information formation:

Urgency, that is real timely display of the marketing environment
condition (in the best commercial databases the information is updated
daily);

Reliability — provides an exact reconstruction of a condition and de-
velopment of manufacture, the market, an environment. In connection with
necessity of preservation by the enterprise of competitive positions vari-
ous sources of the information should be used, and the obtained data
should be analyzed on absence of contradictions;

Relevance of data - information formation according to certain re-
quirements;

Completeness of display - is necessary for the objective account of all
factors forming or influencing of condition and development of the market-
ing environment;

Purposefulness of data — focuses on specific goals and tasks;

The coordination and information unity - require such system of indi-
cators’ working out which contradictions in conclusions would not be sup-
posed, inconsistency of the primary and received data.

In the conditions of the market economy such kinds of the informa-
tion are used: tactical; commercial (about a supply and demand); external
economic; social; ecological.

Information should meet the following requirements: objectivity; suf-
ficiency; efficiency; the information of the given base is systematized and
convenient for use by heads.

In the pharmaceutical market the information on achievements is
necessary in the field of creation, release of new medicines, tactical de-
mand, offers on separate pharmacological groups, the analysis of own ac-
tivity, search of new commodity markets, estimation of competitive advan-
tages.

The information on advertising, which promotes demand, is neces-
sary for promotion, planning of the need for medicines, their rational use,
introduction in medical practice.

Consumers of the pharmaceutical information are operators of the
market, experts (doctors and pharmacists), consumers.
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There are 3 basic kinds of the information:

- the cumulative information necessary for maintenance of the effective
pharmacotherapy;

- the cumulative information necessary for realization of marketing ac-
tions, which creates the marketing information system;

- a set of the information necessary for planning and the control of logis-
tical actions.

There are specific information matters for the pharmaceutical market:
about diseases; about health services; demographic structure; a level of in-
comes; legal regulation sales of medicines to population; purchases, manufac-
ture, export and import.

Research of consumers allow to establish factors by which consumers
are guided at a choice of the goods (incomes, the social status, age, forma-
tion).

Research of competitors is the analysis of weaknesses, market share,
work with the goods, the prices, advertising, as well as the material, the fi-
nancial parameter of competitors, the organization of management.

Studying of the firm'’s structure of the market is carried out with the
purpose of getting the information about intermediaries, insurance, legal, fi-
nancial companies. The research of goods is necessary to determine: techni-
cal and economic parameters and the quality of goods; conformity to the re-
quirements of buyers; competitiveness of the goods; the research results en-
able to develop the assortment, to indicate directions of activity, to find idea
of the new goods.

The research of the price. As a result of research, the most effective
parities are selected: "costs - prices" and "price - profit".

The research of distribution and sales is carried out to choose: the
most effective and the fastest ways of goods sale; it contains the analysis of
the enterprises activity of wholesale and retail trade; it allows to develop the
criteria of choice of the effective distribution channels.

The research of the selling and advertising stimulation system al-
lows: to develop the system of public relations; to determine methods of for-
mation of demand, influence on suppliers and intermediaries; to increase ef-
ficiency of advertising.

The research of the internal environment of the enterprise is nec-
essary for: determination of a real level of competitiveness of the enterprise;
achievements of conformity of activity of the enterprise to a level of devel-
opment of environmental factors.
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The structure of the marketing information necessary for operation
of business, is resulted on Fig. 3.2.
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Figure 3.2 - Sources and structure of marketing information on enterprises

3.3. MARKETING INFORMATION SYSTEMS

A marketing information system (MIS) is a set of procedures and
methods designed to generate, analyze, disseminate, and store anticipated
marketing decision information on a regular, continuous basis. An informa-
tion system can be used operationally, managerially, and strategically for
several aspects of marketing.

A marketing information system can be used operationally, manage-
rially, and strategically for several aspects of marketing.
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No marketing activity can be carried out in isolation, it doesn’t work
in isolation that means there are various forces could be external or inter-
nal, controllable or uncontrollable which are working on it. Thus to know
which forces are acting on it and its impact the marketer needs to gather-
ing the data through its own resources which in terms of marketing he is
trying to gather the market information or form a marketing information
system. This collection of information is a continuous process that gathers
data from a variety of sources synthesizes it and sends it to those responsi-
ble for meeting the market places needs.

The effectiveness of marketing decision is proved if it has a strong in-
formation system offering the firm a Competitive advantage. Marketing In-
formation should not be approached in an infrequent manner. If research is
done this way, a firm could face these risks:

1. Opportunities may be missed.

2. There may be a lack of awareness of environmental changes and
competitors’ actions.

3. Data collection may be difficult to analyze over several time periods.

4. Marketing plans and decisions may not be properly reviewed.

5. Data collection may be disjointed.

6. Previous studies may not be stored in an easy to use format.

7. Time lags may result if a new study is required.

8. Actions may be reactionary rather than anticipatory.

The total information needs of the marketing department can be
specified and satisfied via a marketing intelligence network, which con-
tains three components.

1. Continuous monitoring is the procedure by which the changing en-
vironment is regularly viewed.

2. Marketing research is used to obtain information on particular
marketing issues.

3. Data warehousing involves the retention of all types of relevant
company records, as well as the information collected through continuous
monitoring and marketing research that is kept by the organization.

Depending on a firm’s resources and the complexity of its needs, a
marketing intelligence network may or may not be fully computerized. The
ingredients for a good MIS are consistency, completeness, and orderliness.
Marketing plans should be implemented on the basis of information ob-
tained from the intelligence network.
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An Marketing Information System offers many advantages:

1. Organized data collection.

2. A broad perspective.

3. The storage of important data.

4. An avoidance of crises.

5. Coordinated marketing plans.

6. Speed in obtaining sufficient information to make decisions.

7. Data amassed and kept over several time periods.

8. The ability to do a cost-benefit analysis.

The disadvantages of a Marketing information system are high initial
time and labour costs and the complexity of setting up an information sys-
tem. Marketers often complain that they lack enough marketing informa-
tion or the right kind, or have too much of the wrong kind. The solution is
an effective marketing information system.

The information needed by marketing managers comes from three
main sources:

1. Internal company information - E.g. sales, orders, customer pro-
files, stocks, customer service reports etc.

2. Marketing intelligence — This can be information gathered from
many sources, including suppliers, customers, and distributors. Marketing
intelligence is a catchall term to include all the everyday information about
developments in the market that helps a business prepare and adjust its
marketing plans. It is possible to buy intelligence information from outside
suppliers who set up data gathering systems to support commercial intelli-
gence products that can be profitably sold to all players in a market.

3. Market research - Management cannot always wait for information
to arrive in bits and pieces from internal sources. Also, sources of market
intelligence cannot always be relied upon to provide relevant or up-to-date
information (particularly for smaller or niche market segments). In such
circumstances, businesses often need to undertake specific studies to sup-
port their marketing strategy - this is market research.

A marketing information system can be conditionally divided into
four basic subsystems:

- a subsystem of the internal reporting;

- a subsystem of gathering of the external current marketing informa-
tion;

- a subsystem of marketing research;

- a subsystem of the marketing analysis (Fig. 3.3).
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Figure 3.3 - Structure of marketing information system

The subsystem of the internal reporting allows to accumulate the in-
formation which source is the firm. These are data about the order for pro-
duction, the prices, sale, stocks, expenses, etc. Such information helps
heads and experts to develop and make marketing decisions, however it is
not used almost separately from many other things necessary data.

The subsystem of the external information is focused on sources and
methodical receptions which help receive data on events and the situations
occurring in environment. Thus information sources are as research of
employees of firm, its intermediaries and consumers, and data of mass me-
dia, bulletins, etc.

Subsystems of the internal and external information operate by secon-
dary information which reception does not demand carrying out of special
research. The main advantages of the secondary information are its relative
cheapness and speed of reception. At the same time sometimes this informa-
tion does not give possibility to provide a substantiation of the effective ad-
ministrative decision. The basic lacks of the secondary information are:

- not relevant (discrepancy or incomplete conformity to the accepted
decision);

- fast ageing of the information;

- not always high reliability of the information;

- insufficient completeness.

In such cases there is a necessity in reception of the primary informa-
tion by marketing research are carried out and the corresponding subsystem
is formed.
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Advantages of the primary information are such:

- it always the newest information because receive it at the moment
of carrying out of research;

- the control of methodical approaches to carrying out of research is
provided, that at certain level of competence of researchers guarantees re-
liability of the received data;

- data gather according to need in concrete administrative decision.

Besides, the firm-customer of research is the exclusive owner of the
received information which remains secret for competitors more often.

The main lack of procedure of reception of the primary information is
its dearness and considerable expenses of time for carrying out of research.

By results of marketing research it is possible to estimate market
volume, to define a segment of potential consumers and on the basis of this
information to establish the purposes for expansion or enterprise reduc-
tion, to generate the sale plan.

The system of the marketing information analysis contains of eco-
nomic indicators analysis, and also short-term and long-term forecasting
on the basis of the analysis of tendencies. Marketing research and the
analysis are based on application of different economic and mathematical
methods: multidimensional, regression and correlation, imitating model-
ling, the statistical theory of decision-making.

The system of marketing information analysis by using of economic-
mathematical methods gives the chance to define:

- influence of major factors on distribution (sale volume) and value of
each of them;

- opportunity of distribution at a rise prices or publicity expenses in
the corresponding volume;

- parameters of production competitiveness;

- an estimation of market activity of the enterprise, etc.

The obtained data are transferred by a firm management for neces-
sary decisions making.

Questions for the out-of-class control

1. What are the value and essence of marketing research?
2. What is the marketing research?

3. Name the basic directions of marketing research.

4. Characterise separate directions of marketing research.
5. What are the object and a subject of marketing research?
6. What methods are used in marketing research?
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7. Open their essence.

8. Name stages of marketing research.

9. List directions of information marketing activity in pharmacy.

10. What kinds of the commercial information have the greatest demand
in market economy?

11. List the general requirements to the administrative information.

12. What data concern the information on the internal environment of the
enterprise?

13. What information on a commodity market and services is used by
marketing service?

14. What structural divisions of the enterprise use the marketing informa-
tion?

15. What principles of formation of the marketing information?

16. List subsystems of marketing information system.

17. What value have internal and external reporting subsystems?

18. What advantages and lacks of the primary and secondary marketing
information?

19. Characterize system of the marketing information analysis.

20. What features of pharmaceutical information marketing systems are?

21. Result examples of information marketing systems in pharmacy.

22. What advantages of creation of regional computer networks?

23. In what value of formation of a uniform information field consists in
Ukraine?

Tests

1. What does the given definition correspond to: «... are the scientific
research directed on regular gathering, reflexion and the analysis of the
information concerning needs, opinions, motivations, relations, behaviour of
separate persons and organisations to make of the proved marketing
decisions»?

2. Experts of marketing service of the pharmaceutical enterprise have
received the task to study a market capacity of a concrete medical product,
sales dynamics, competition condition, opportunities and risks in the market.
What object of a microenvironment of the enterprise dose the given direction of
research corresponds?

A. Consumers

B. The market

C. Goods

D. Competitors

E. Firm structure

F. The price
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3. The regional medical representative of a foreign firm to study of
territorial pharmaceutical market uses sources of special periodicals and
statistical literature. What kind of marketing research is based on use of the
specified sources?

A. The field

B. The room

C. The panel

D. All answers correct

E. The right answer is not present

4. What room methods of research of the market can be used marketing
experts?

A. Selective supervision

B. Continuous supervision

C. Telephone survey

D. Carrying out of experimental sale of goods

E. The analysis of the previous research

5. Experts of marketing department at the pharmaceutical enterprise
which introduce on the market new antidiabetic preparation, spend questioning
of doctors-endocrinologist. What method of marketing research is used?

A. Experiment

B. Interrogation

C. Supervision

D. The panel

6. Pharmaceutical enterprise wants to estimate rate of pharmacy visitors
who have done shopping. What method of research is used?

A. Supervision

B. Interrogation

C. Experiment

D. The panel

E. All answers are true

F. The right answer is not present

7. The experiment purpose as research method can be:

A. Definition of a potential sales volume of the new goods

B. Dependence research between the price and sales volume
C. Efficiency estimation of advertising campaign

D. Efficiency estimation of marketing mix

E. All answers are true

F. The right answer is not present
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8. What types of information have the greatest demand in the market
economy condition?

A. Tactical

B. Social

C. Political

D. Economic

E. External economic

F. Ecological

9. The purpose of functioning of marketing information system is:
A. Creation of marketing plan

B. Information support of marketing decisions

C. Realization of marketing concept of management

D. All answers are true

E. Right answers are not present

10. What subsystems are included the general model of marketing
information system?

A. Internal reporting

B. External current marketing information

C. Marketing control

D. Marketing research

E. Marketing analysis
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CHAPTER 4
STUDYING OF PHARMACEUTICAL MARKET

The chapter is devoted to complex research of the market, definition
of its qualitative and quantitative characteristics: capacity, segmentation,
motivation of consumers, a level of demand, supply and needs in medical
products. Techniques of planning needs in medical products of separate
groups are described: medicines of specific action; medicines, which con-
sumption is strictly normalized; medicines of wide spectrum of action. Tak-
ing into account market replenishment by new preparations the technique
of defining needs for them is shown. Kinds of demand for medical products,
methods of studying of supply and demand are described.

4.1. RESEARCH OF THE MARKET OF MEDICAL PRODUCTS

Market research is information basis of achievement of such pur-
poses, as certain sales volume, creation and a launch on the market of new
goods, increase in market share.

Prime value in market research gets studying of commodity struc-
ture. In this case the concept «market» is identified with concept «the
commodity market». As commodity market understand sphere of product
sales (or groups of goods), which interconnected by certain properties.

Object of products’ market research is a parity of supply and demand
in certain economic and social conditions.

Orientation of complex research of the market:

- studying of market requirements to product, i.e. of buyers’ require-
ments and, that is especially important, end users to consumer value of
product;

- complex research of the market predetermining careful studying of
an economic conjuncture;

- analysis of market segmentation and research of separate market
segments for the purpose of the further revealing of the target markets;

- studying of firm structure on the market, i.e. defining of basic groups
of firms working in the given market: firms-partners (buyers), firms-
competitors, which yet have not shown interest in relation to the given
goods, but can be considered as potential buyers or active partners. On
each firm corresponding research of reliability degree, the solvency, com-
petitive lacks, etc. are carried out;
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- research of forms and methods of trading practice concerning the
given goods on the given market and its segments (as a majority of agree-
ments of the purchase and sale is carried out, what forms of intermediary
arrangements are typical, what kinds of agreements are applied);

- the analysis of social and psychological features of buyers and con-
sumers in the concrete markets, their motivations at decision-making on
purchase, types of buyers depending on the relation to purchase, social and
psychological types of buyers, cast in different groups of buyers and con-
sumers.

Studying of medical products market is based on allocation separate pharmaco-
theraputic groups of preparations, grouping of preparations for treatment of certain
diseases (for example, oncological, psychoneurological, a diabetes, etc.) or according
medicinal forms (solutions for injections, tablets, aerosols, etc.). The main task of re-
search of the market is definition of its capacity.

4.2. STUDYING OF QUANTITATIVE CHARACTERISTICS OF THE
MARKET

Capacity of the commodity market is necessary to understand as
possible sales volume of goods (concrete production of the enterprise) at
the given level and a parity of prices. The market capacity is characterized
by the sizes of demand a population and size of commodity offers.

The formula is applied to definition of capacity of the domestic com-
modity markets (4.1):

C=P+1-E+C,, (4.1)
where C - market capacity, P - domestic production, | - import,
E - export, C, - commodity stocks.

Capacity of the potential market are possible sales volume of goods
to the buyers, requiring them and showing interest to the certain goods (4.2):

C=BxPxP,, (4.2)
where C -capacity of the potential market, B - quantity of potential
buyers, P - quantity of purchases by average potential buyer, P, - the av-

erage price of goods.
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Capacity of the real market is possible sale volume of goods to the
buyers, needing them, showing interest to the certain goods and having pos-
sibility to get it. Unlike an indicator of potential market capacity considering
all consumers, wishing to get the given goods, the indicator of real market ca-
pacity includes only those, who can get goods taking into account its price.

The market capacity of medical products depends on different fac-
tors. To number of the general, that influence a realization of consumer
goods, the price level, number and material welfare of the population, its
cultural level concern, etc.

At the same time, consumption of medical products has the differ-
ences and primary factors which predetermine it, diseases of the popula-
tion, other features of consumption connected with number of doctors,
level and availability of medicine and medicinal help, treatment techniques,
occurrence of new effective medicines, etc.

A market capacity does not remain invariable, it in a certain measure
depends on an economic conjuncture.

At falling of a conjuncture the market capacity decreases, and any
speeding up of delivery of goods on the market leads to vigilance of buyers,
that usually accelerates reduction of prices. At increase of a conjuncture
the market capacity increases, and sale speeding up can cause only rise in
prices delay. Therefore by delivery of goods to the market the firm should
correlate the share of a market to objective frameworks of its capacity.

A market share is a relative density of goods of firm in the general
capacity of the given commodity market, expressed in percentage:

Unit Sales 8
Total Market Unit Sales

Sales of separate goods y
Market Capacity

Unit Market Share (in sale volume) =

Unit Market Share (in money) = 100

Market share can also be defined in a separate segment, calculated
the relative market share compared to competitors (possibly — with the
three major) or with the leader:

Sales of goods
Total SaleVolume in Segment

Market Share in Segment = x100

Company's Market Share

. x100
Competitors' Market Share

relative Market Share =

Company's Market Share y
Leaders' Market Share

Market Share Compared to Lieder = 100
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Indicators of market share characterize the company's competitive-
ness and, along with the dynamics of market share is used to monitor the
results of marketing activities. Increasing market share is a key factor in
achieving a leading position in the industry.

The high market share can achieve a significant volume of produc-
tion, which in turn makes it possible to extend the conditional activity of
the company, as well as to increase the desired profit. The increase in mar-
ket share is a difficult task for several reasons. The most important condi-
tions for increasing the share of the market are price, new products and
services, the scope and quality of marketing and advertising. These include
improved product quality and overall company image. Quality and original-
ity of goods as factors of competitiveness affect consumer demand and
sales volume. Also important is the determination of the period of time
during which the firm intends to reach a larger market share.

Another indicator of quantitative assessment of the market is satura-
tion. Saturation of the market - this is a measure of the prospects for
change in demand (in %) and is defined as the ratio of the number of buy-
ers have already bought the product, the total number of consumers (4.3):

MS — %x 100%, (4.3)
where MS - market saturation, P - total number of customers,
Pc - the number of customers who have purchased goods.

The market is attractive to firms, if this indicator is 10%, and at the
level of saturation of 85-90% of the market is futile.

4.3. MARKET SEGMENTATION

The total market for most types of products is too varied - too het-
erogeneous - for management to consider it as a single, uniform entity.
Market segmentation is the process of dividing the total heterogeneous
market for a product into several segments, each of which tends to be ho-
mogeneous in all significant aspects. Management then selects one or more
of these market segments as the organization's target market. Finally, a
separate marketing mix is developed for each segment or a group of seg-
ments in this target market.
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The market segmentation is a customer-oriented philosophy and,
thus, it is consistent with the marketing concept. Firstly, we identify the
needs of the customers within a submarket (segment) and then satisfy
those needs.

The value of segmentation is shown in the following positions:

- provides a better understanding of not only consumers’ needs, but
what are they (their personal characteristics, behaviour in the market,
etc.);

- provides a better understanding of the competition’s nature in spe-
cific markets;

- have an opportunity to concentrate limited resources on the most
favourable directions for their use;

- development plans of marketing activities are taken into account
characteristics of individual market segments, resulting in a high degree of
orientation of the marketing requirements on specific market segments.

By tailoring marketing programs to individual market segments,
management can do a better marketing job and make more efficient use of
marketing resources. A small firm with the limited resources might com-
pete very effectively in one or two market segments, whereas the same
firm would be buried if it aimed for the total market. By employing the
strategy of the market segmentation, a company can design products that
really match the market demands.

Ideally management’s goal should be to segment its markets in such a
way that each segment responds in a homogenous fashion to a given mar-
keting program. Three conditions will help management move towards
this goal.

1. The basis for segmenting - that is, the characteristics used to cate-
gorize customers — must be measurable, and the data must be accessible.

2. The market segment itself should be accessible through existing
marketing institutions -middlemen, advertising media, company sales
force, and so on - with a minimum of cost and waste.

3. Each segment should be large enough to be profitable.

The commonly used bases for segmenting the consumers market may
be grouped into the following four broad categories:

1. Geographic segmentation. Many organizations segment their
market on some geographic basis such as census region, city size, urban-
suburban-rural, or climate. Many companies market only in a limited geo-
graphic area.
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2. Demographic segmentation. Probably the most widely used basis
for segmenting consumer markets is some demographic factor such as age,
sex, income, stage in the family life cycle, ethnic background, etc. Demo-
graphic factors can also serve as the bases for operational market seg-
ments, because they meet the conditions for the effective segmentation -
measurable, accessible, and large enough.

3. Psychographic segmentation. Three common bases for the psy-
chographic segmentation of consumer markets are the social-class struc-
ture, personality characteristics, and life-styles.

4. Behaviour towards product (product-related bases). Behavioural
characteristics define that consumers expect from the goods as they use
the goods, their attitude to the goods.

Segmentation criteria depend on the nature of the market. In the
study of the market of medicines most commonly used geographic and
demographic principles, however, carried on the consumer segmentation
by morbidity rate.

In terms of economic agents of the pharmaceutical market are impor-
tant demographic characteristics of sex, since more than half the popula-
tion are women. In general, women use more drugs and buy it for their
families.

It is also important relation of representatives of different age groups.
Population aged less 19 years and over 65 years is a significant proportion
of medical services, respectively, they consume more drugs.

The cost of drugs depend on the level of population’s income: people
with higher incomes have more opportunity to seek medical help, to ac-
quire expensive- products, etc.

For the segmentation of prescription drugs’ consumers important
factors such as cause of morbidity, the ability to pay for treatment of a third
party (budget funds or insurance company).

Segmentation of the organizations - consumers recommend conduc-
tion on the following criteria:

- type of organizations - consumers (hospitals, health centres, school
and preschool);

- specialty (gastroenterology, cardiology, neuropsychiatric, etc.);

- ownership and funding sources.

An enterprise should assess the different market segments and de-
cide how many and what segments to allocate for future marketing work
for them.
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The practical significance have selection of "target market", "market
window", "niche market".

The target market of the market is one or several segments selected
for the marketing activity of the enterprise.

Market “window” is a segment of consumers, which needs manufac-
turers neglect. Needs are satisfied with other goods.

Market “niche” is a segment of the market, for which the optimal are

the goods of the given firm.

4.4. RESEARCH OF CONSUMERS AND A TYPOLOGY OF MEDICINES’
CONSUMPTION

Independent group of research is the study of consumption, the con-
sumer needs and the motives of behaviour on the market.

Study of motivation and consumers’ behaviour use in the next model-
ling of these processes. In general, the behaviour of consumers in the mar-
ket differs according to needs and objectives of market activities, motiva-
tion, etc. However, consumer behaviour has some commonality. In the
market of their behaviour can be expressed by economic, social and psy-
chological factors that characterize specific needs.

Variety factors influencing consumer behaviour and, primarily exter-
nal environment factors. Becomes important factors of individual differ-
ences of consumers: income, motivation, knowledge, dedication and enthu-
siasm, personal lifestyle, demographics, etc.

Usually allocate organization-consumers and end users. They differ in
way of use goods and services and what to buy.

The organizations (enterprises) - customers include manufacturing
companies, wholesalers and retailers, government agencies and other non-
profits organizations.

In the field of pharmaceuticals these are pharmaceutical manufactur-
ers, distributors, resellers, pharmacies, hospitals, etc.

End-users are the persons (individual consumers), family households
(one or several families united by a common household).

Feature of consumers of drugs is that their behaviour is largely de-
pendent on the appointment of doctors associated with the disease or its
prevention.

The main objective of marketing specialist is to identify the objects
who make decisions about purchasing goods.
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"Consumer” and "customer” in marketing are clearly content. Cus-
tomers - are those who are directly involved in the purchase. Consumers -
a broader concept they are subjects who satisfy their needs.

The problem of enterprise is reveal, study and estimate accurately
concrete need, for which satisfaction activity is directed.

Concepts "need", "demand" and "consumption" are interconnected
and before to describe methodical approaches to their research, will result
definition of these concepts.

Need in something, objectively necessary for ability to live and de-
velopment of the person, social group, a society as a whole.

Demand - public or a personal need in material benefits and ser-
vices, in means of production and the consumer goods, provided with
money resources.

Consumption - use of a product in the course of satisfaction of
needs, a final phase of process of reproduction.

For forecasting of need indicators, demand and consumption at the
first investigation phase and the analysis is used of the most objective cri-
terion — consumption. In that research allocate such aspects: changes in
consumption (dynamics), the sizes and structure of consumption concern-
ing different spending units (for example, on 1 inhabitant, on 1 or 1000 pa-
tients, etc.); reasons of differentiation of consumption; definition of a
minimum of consumption (or optimum sizes).

Feature of medicines as consumption products is that they cannot be
selected by the patient (except the non-prescribe drugs), — appointment by
doctor is necessary.

Consumption of medical products is influenced by introduction of
new methods of treatment, level of security medicines of a pharmacies
chain, an individual choice by doctors of separate medical products or their
groups, reduction or the full termination of demand for some preparations
owing to their replacement with more effective, etc.

For an establishment of laws of separate medical products groups
consumption and working out of methods of needs definition for them
studying of features of their application is necessary. As a rule, the recipes
which have been written out by doctors, histories of illnesses and sheets of
the appointments, typical schemes of treatment separate nozological forms
of diseases are with that end in view analyzed.



Chapter 4. Studying of pharmaceutical market 63

4.5. STUDYING OF THE NEED FOR MEDICAL PRODUCTS

Methods of definition of the need for medical products are various
depending on group of a medical product:

1. Medicines of specific action.

2. Medicines, which consumption is strictly normalized.

3. Medical products of a wide spectrum of action.

Solving of the need for specific action medical products (effective
concerning activators of separate diseases: for treating diabetes, influenc-
ing on the digestive system, etc.) and selectively working on separate func-
tional systems of an organism (antituberculous, etc.). Calculations are car-
ried out by the formula (4.4):

IT=PxKxX, (4.4)

where I7 - is the general need for a specific medicine for one year;

P -is expenses of a medicine for a therapy course for one patient;

K - is the quantity of courses of treatment per a year, which are pre-
scribed to one patient;

X - is quantity of patients who need this medicines for treating dis-
eases.

Solving of the need for medical products, the application of which is
limited to the corresponding norms. Concern Narcotic, psychotropic and
alcohol drugs belong to this group.

For solving of the need for medicines of the given group the norms of
consumption per 1000 population one year in calculating by the substance,
(cocaine g/c - 0,2, etc.) are used (4.5).

N = SxP ,

1000

where N - is much possible size of the need for the given medical
products a year;

S - is the specification of consumption for the given medical prod-
ucts per 1000 person a year;

P - is population.

(4.5)

Calculations of the need for medicines of a wide spectrum of action
(antibiotics, febrifugal, somnolent, etc.). Calculation of the need for these
medicines is based on the data on their actual use for last years.
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4.6. STUDYING OF A SUPPLY AND DEMAND OF MEDICAL PRODUCTS

The basic components of a market mechanism is demand, the price
and the offer of goods in the market. Interaction of these elements will be
in details considered in the section devoted to pricing in system of market-
ing. In the given section receptions of supply and demand research of
medical products as important directions of studying of the economic con-
juncture, needs of consumers directly connected with satisfaction are re-
sulted.

Demand is considered as set of requirements on goods from the con-
sumers supported by purchasing capacity. Distinguish few kinds of de-
mand: negative, absent, hidden, decreasing, irregular, high-grade, exces-
sive, irrational.

Negative demand. The market is in condition of negative demand if
its most part dislikes the goods (service) and agrees even on certain ex-
penses to avoid it (it is an inoculation, the stomatologic procedures, some
operations, for example, on removal of a bilious bubble).

Actually on the overwhelming majority of medical products there is a
negative demand, unwillingness of consumers to use this production. More
often consumers prefer not to get medical products, but have necessity for
it during illness. A consequence of such relation to medicines is also that
the prices for them always are considered high or too high.

The marketing problem - to analyse, why the market feels hostility to
goods and whether the marketing program can change the negative rela-
tion of the market at the expense of processing of goods, reduction of
prices and more active stimulation.

Absence of demand. Target consumers can be not interested in the
goods or are indifferent to it. The marketing problem is to find ways of as-
sociation of advantages inherent in the goods with needs of nature or in-
terests of the person.

The latent demand. Desires of consumers, which is impossible to
satisfy by goods or the services which are available in the market. The
marketing problem is to define size of the potential market and to create
the effective goods and the services, capable to satisfy the latent demand.

At existence of decreasing demand the marketing problem is to re-
turn the reduction in demand tendency by creative reconsideration of the
approach to the offered goods.
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Irregular demand. In many organizations sale fluctuates seasonally,
daily and even in hour, that causes of problems under loads and overloads.
The marketing problem is to find means of smoothing of fluctuations in
demand on time by flexible prices, stimulants and other pushing means.

High-grade demand. About it speak, when the organization is satis-
fied by the trading movement. The marketing problem is to support an ex-
isting level of demand, despite changes in consumer advantages and ampli-
fying competition.

The excessive demand. For a number of organizations a level of de-
mand above, than they can or wish to satisfy. In this case the problem of
demarketing is to find means of time or constant reduction in demand.

Irrational demand. Counteraction of demand for the goods, un-
healthy, requires purposeful efforts. For example, narcotics, spirits. The
marketing problem is to persuade adherents to refuse the tastes. Menacing
information are thus spread, the prices are sharply raised and availability
of the goods is limited.

At studying of demand for medical products it is accepted to distin-
guish the realized (satisfied), unsatisfied and formed demand.

Effective demand - actual realization of medical products at suffi-
cient and their constant presence in a pharmacy chain.

Unsatisfied demand - demand for medical products which arrive in
a chemist's network in insufficient quantity or non-uniformly.

Formed demand - is demand for new and little-known medical
products.

For studying of demand for medical products sociological research, in
particular, interrogation of the population and the medical personnel in the
form of questioning or interview and studying of opinions of experts are
most widely used. By results of sociological research:

- it is defined effective and unsatisfied demand of the population on
medicines, is developed system of calculation of standard indicators of de-
mand and its short-term forecast for a substantiation of planned decisions
1S spent;

- the analysis of activity of pharmaceutical enterprises concerning
population maintenance separate pharmecotheraputical groups of medical
products is carried out, the share in realization of the goods of medical ap-
pointment comes to light; the volume of replacement of medicines their
analogues pays off;

- the demographic and social structure of patients who address for
the pharmaceutical help is investigated.
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Questions for out-of-class work

1. What is value of market research?

2. What directions are allocated in market research?

3. How the market capacity is defined?

4. What is the market share and how it is defined?

5. What is market segmentation?

6. What principles of market segmentation? What are features of segmen-
tation medical products consumers of?

7. What requirements should answer market segments?

8. Open concepts «the target market», «a market window», «a market
nichen.

9. What essence of research of medical products consumers?

10. What factors influence behaviour of consumers of medical products?

11. Give the characteristic of concepts "need”, "demand”, "consumption”.

12. On what consumption of medical products depends?

13. How consumption of medical products is researched?

14. What techniques of defining of need for medical products are used?

15. How need for medical products of specific action is defined?

16. What definition of need for the medical products which application is
limited by corresponding specifications is based?

17. What methodical approaches are used at calculations of need for
preparations of a wide spectrum of action?

18. What kinds of demand distinguish?

19. How demand for medical products is studied?

Tests

1. What concept corresponds to definition: «... is a sphere of realization of
concrete goods (or groups of the goods), the industrial among themselves
certain properties industrial or consumer character connected among
themselves by certain properties»?

2. What concept corresponds to definition: «... is a possible volume of sale
of goods (concrete production of the enterprise) at the given level and a parity
of the prices»?
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3. That does not concern the maintenance and an orientation of complex
research of the market:

A. Studying of market requirements to the goods

B. Definition of firm'’s purposes

C. Complex research of the market

D. The analysis of market segmentation

E. The analysis of the internal environment of firm

F. The analysis of firm structure of the market

G. Research of forms and methods of trading practice

H. The analysis of socially-psychological features of buyers

I. The analysis of an economic-financial condition of firm

4. What direction of complex market research the parity between demand,
the offer and a price level is studied?

A. Studying of an economic conjuncture

B. Studying of market requirements and the goods

C. The analysis of market segmentation

D. Studying of firm structure of the market

E. The analysis of socially-psychological features of buyers

5. To enter the domestic pharmaceutical market the company producing
antihistamine drugs should know the market capacity of this group of
medicines. What formula can be used for calculation?

A.C=P+1-Ey +Cq

B.P=P+C-P,

C. N=CxPxNq
_I+N

D. P=
100
E. There is no correct answer

6. The pharmaceutical company at complex research of the market of
medical products to the quantitative characteristic of the market carries:

A. Average rate of expenses on food or the medicinal help

B. Demographic structure of the population

C. Economic market condition

D. Price level

7. Marketing service during market studying revealed a segment where
concrete needs of consumers are satisfied by using of other goods. Such segment
is called:

A. Target market

B. Market window

C. Market niche
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8. The pharmaceutical company, deducing on the market new production,
has faced a problem of a choice of concrete segments. What characteristics of
segments it is necessary to consider the companies for successful segmentation?

A. Definiteness

B. The sufficient size

C. Transparency

D. Availability to effective marketing activity

E. Heterogeneity

F. Quantitative measurability

G. Dynamism

H. Possibility of use during enough long period of time

9. What statement concerning market segmentation is correct?

A. Segmentation is a basis for a choice of a correct combination of
marketing elements

B. The decision to occupy a corresponding segment of the market for
firm means a considerable long-term investment of remedies in manufacture

C. At an estimation of alternative bases of segmentation is possible
revealing of preconditions of a divergence in behaviour of buyers

D. All of the above

10. The market segment consists of consumers:

A. Which differently react to the same set of incentive stimulus
B. Which equally react to the same set of incentive stimulus

C. Which do not react at all to incentive stimulus

11. The pharmaceutical firm divided consumers into groups depending on
sex, age, structure and size of a family. What principle of market segmentation
of medical products underlies such division?

A. Demographic

B. Geographical

C. Social and economic

D. Psychographic

E. Behavioural

12. The company divided consumers on their accessory to a public class, a
way of life, the social status. What principle of segmentation is used?

A. Demographic

B. Psychographic

C. Behavioural
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13. The marketing service of company divided consumers depending on
their knowledge, relations, character and intensity of use of the goods and
realization into it. What principle of segmentation is applied in the given
situation?

A. Demographic

B. Geographical

C. Social and economic

D. Psychographic

E. Behavioural

14. To estimate different segments of the market, the pharmaceutical
company has chosen few for marketing studying and marketing activity. How
group of segments is called?

A. Target market

B. Market window

C. Market niche

15. As a result of market segmentation the enterprise choose an optimal
and corresponding for goods segment. Such segment is called:

A. Target market

B. Market window

C. Market niche

16. The marketing department of the pharmaceutical company that has
developed a new antifungal medicine has the task to determine an indicative
need for it. Which of the formulas will be used in this case?

A P:I+N

100
B. N=CxPxN¢
cp P

n

D.P=X xKxP

17. To purchase of optimum quantity of drugs for region, it is necessary to
know approximate need for them. What formulas use in calculations?

A P:I+N

100
B.P="

n —_— —_—
C.P=X,xKxP
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18. What kinds of demand distinguish at studying of demand for medical
products?

A. The high-grade

B. The realised

C. The hidden

D. The unsatisfied

E. The irregular

F. The formed

19. What kind of demand corresponds a situation when desires of
consumers cannot be satisfied by goods and services which are available at the
market?

A. Negative

B. Hidden

C. Irregular

D. High-grade

E. Excessive

F. Irrational

20. What kind of demand the situation when the organization is satisfied
by the trading movement is characterize?

A. Negative

B. Hidden

C. Irregular

D. High-grade

E. Excessive

F. Irrational
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CHAPTER 5
THE PRODUCT IN MARKETING ACTIVITY. ASSORTMENT OF
MEDICAL PRODUCTS. THE COMMODITY POLICY OF
PHARMACEUTICAL ENTERPRISES AND PHARMACIES

The chapter is devoted the goods characteristic as one of the major
elements of marketing. Consumer properties of goods, including medical
products, life cycle, positioning of goods, trade mark function are de-
scribed. The special attention is given competitiveness of production, in
particular, to quality, marketing and commercial components, techniques
of an estimation, certification of medical products. Characteristics of mar-
keting strategy are resulted with adaptation their kinds to activity of
pharmaceutical companies. Directions and factors of creation optimum as-
sortment and commodity policy of the pharmaceutical enterprises and
pharmacies are described. Development cycles of the new goods and medi-
cal products, and also conditions of their enter on the market are pre-
sented.

5.1. CONSUMER PROPERTIES OF PHARMACEUTICAL GOODS

Product or goods is the central link in marketing system. Certainly, it
is possible to name it a physical thing or service. However the goods have
wider definition. Consumers buy it not only for the appearance, the chemi-
cal maintenance, or design. They buy the goods for satisfaction of the needs
and benefit which expect to receive.

A goods are the product of work made for realization at the market
to satisfy certain need. Thus, the goods - are not only the physical things,
but comprises also all necessary for satisfaction of inquiries and consumer
wishes. Studying of goods and its properties represents a basis for realiza-
tion of the major principle of marketing: to organize manufacture of such
goods which as much as possible would meet modern market require-
ments and consumers demand. l.e. in marketing goods are considered first
of all as "means", set of material and non-material characteristics with
which help it is possible to satisfy certain need, and then already - as the
product of work made for sale.
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Goods on character of final use are divided on two big groups: 1) in-
dividual consumption; 2) industrial appointment.

It is necessary to notice, that the consumer goods are classified on
one of the most convenient methods of distribution to groups on the basis
of consumer habits. To this sign allocate goods of daily demand, the previ-
ous choice, special and passive demand. In turn goods of daily demand
share on goods of the basic stable demand and for emergencies.

From goods of the previous choice, i.e. goods which the consumer in
the course of a choice and purchase, as a rule, compares among themselves
on indicators of suitability, quality, the price and appearance (unlike acqui-
sition of daily demand goods), allocate goods similar and differing.

Goods of special demand - it is products which have unique character-
istics and for their acquisition the considerable part of buyers is ready to
make additional efforts.

Goods of passive demand - it is products what the buyer does not
know or knows, but mostly does not reflect rather their purchases.

At a choice of a marketing strategy the certain quantity of commodity
classifications is developed for separate goods on the basis of the charac-
teristics inherent in these goods.

On degree of durability inherent in goods or material tangibility them
divide into such groups:

- long using goods;

- short-term using goods, i.e. such, that are completely consumed for
one or several cycles of use;

- services — objects of sale in the form of actions, benefits or satisfac-
tions.

The pharmaceutical goods represent special group of goods and
share on two subgroups: medical products and products of medical ap-
pointment.

Pharmaceuticals (medicines)- any substance or a combination of
substances (in the certain medicinal form), intended for treatment or pre-
ventive maintenance of diseases at the person, for diagnostics or for resto-
ration, correction or changes of its physiological functions, placed in pack-
ing and placed at the market.

Lists of medical products operating in Ukraine are made on the basis
of Anatomo-therapeutic chemical classification (ATC-classification), which
is based on distribution of medical products to groups depending on their
action on certain anatomic body or system according to therapeutic indica-
tors and chemical characteristics of a preparation. Feature is that each
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ready medicinal form has only one code ATC. According to this system
medical products share on the groups having five different levels.

Medical products classify also by:

- toxicological groups;

- anatomical-nozological principles (preparations operating on respira-
tory system, cardiovascular system, on digestive system, etc.);

- therapeutic application (analgetics, antibiotics, hypotensiv means,
etc.);

- pharmacological action (diuretics, anticoagulants, neuroleptics etc.);

- chemical structure (alkaloids, cardiac glycoside, hormonal means etc.);

- kinds of the control and a turn order (narcotics, psychotropic sub-
stances);

- prescribe and non prescribe drugs;

- direction of use (internal, external);

- physical and chemical properties and influence of environment factors
(photosensitive, thermolabile, dyes, etc.);

- modular condition (firm, liquid, soft, gaseous);

- kind of the medicinal form (solutions, suspensions, tablets, ointments,
etc.);

- readymade drugs (industrial production) and a medicine of individual
manufacturing;

- working lives;

Medical technical products, materials and the medical products in-
tended for diagnostics, treatment, preventive maintenance of a human body
and-or maintenance of these processes concern products of medical ap-
pointment (PMA). Taking into account different criteria allocate such group
PMA:

- on materials, which are made, - rubber products, products from glass,
plastic, etc.;

- on assortment groups - dressing and perfumery-cosmetic means,
sanitary and hygiene subjects, etc,;

- on a functional purpose - subjects of patients care, medical tools, de-
vices, devices and the equipment;

- on storage groups - rubber products, dressing means and auxiliary
materials, products from plastic, medical technique products.

To the basic characteristics of goods it is necessary to carry: functional-
ity, reliability, duration. Before goods manufacture the analysis of its con-
sumer value, as a rule, is carried out.
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Consumer value - is set of consumer properties of goods. Consumer
properties of goods include:

- quality; including reliability, suitability term, design;

- conformity to functional purpose;

- conformity of the price to quality and the consumer value;

- the presence of the accompanying documentation;

- quality after sales service;

- a variety of assortment; opportunity of choice.

Medical products have special consumer properties:

- therapeutic efficiency;

- conformity of quality to the certain requirements;

- safety;

- convenience of application;

- profitability.

Understanding of tendencies and characteristic of consumer estimation
of goods - exclusively important problem of the marketer. Before it there is a
problem to find and realize in goods any elements capable especially to in-
volve the buyer, to force it not only to choose goods among analogues, but
also to refuse goods purchase absolutely other characteristic. In marketing
these elements have the name «key factors of market success».

Number of key factors of market success concern:

- an individualization of goods, i.e. the manufacture directed on small
groups of homogeneous consumers;

- “critical weight of goods”, i.e. a necessary set of technical novelties
which consumer imagine high-quality and progressive goods associates;

- multifunctionality of goods - the nature of this factor follows from
needs and advantages of the consumer, and natural desire of the last - first, to
satisfy certain needs not by group of goods, and one, secondly, to make it
whenever possible more cheaply. The primary goal of the marketer in forma-
tion of this factor - to take part in search and processing of idea of a multi-
purpose choice;

- a technical package. In the general view this concept can be character-
ized as a certain complex of the additional goods and services which allows
the consumer: with maximum conveniences to use the bought goods under
any conditions; it is convenient to keep and if necessary to serve goods; to
use goods with any other goods for performance of the general functions,
etc.
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What is important to consider in goods to it have bought? Here these
parameters: profitability and complex improvement of goods, it reliability
maintenance, updating of goods for separate regions, maintenance of
"compatibility” of goods and release of technologically similar goods. Pat-
ent cleanliness and goods legal protection has great value also.

5.2. THE PRODUCT’S LIFE CYCLE

Related to the status of a product in the company portfolio is that
product's place in the “product life cycle”.

Products tend to go through different stages, each stage being af-
fected by different competitive conditions. These stages require different
marketing strategies at different times if sales and profits are to be effi-
ciently realized. The length of a product's life cycle is in no way a fixed pe-
riod of time. It can last from weeks to years depending on the type of prod-
uct.

Most discussions of this cycle divide it into four stages known as in-
troduction, growth, maturity and decline (Fig. 5.1).

Sales
volume, $

Maturity

Decline

Growth

/’\\k

Introduction

Time,
years

Figure 5.1 - The product’s life cycle

Introduction is the period, during which the initial market accep-
tance may be in doubt; thus, it may be a period of a slow growth. Profits are
often non - existent because of high marketing and other expenses. The
marketing strategy during this stage is based on different combinations of
product, price, promotion and distribution variables.
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The market for the product during this phase will be comprised of a
small percentage of the medical population that is normally the first to try
new drugs, and who are quite influential with their colleagues. If the prod-
uct is as effective and safe as this core group wishes, word can be expected
to filter down to the rest of the medical community.

In the introductory stage a direct competition may not be a problem
although, if the product merely does a job in a new or better way, there
may be difficulty in convincing the physician of the value of the change.
Production cost, marketing costs, and prices are traditionally high during
the introduction stage. Unless the product can be produced efficiently us-
ing the existing equipment and in the face of unpredictable sales, the econ-
omy of the mass production will be hard to realize. Marketing costs will re-
flect the special nature of promotion to stimulate the primary demand.

Survivors of the introduction stage enjoy a period of growth. During
this period there is the substantial profit improvement. The strategy in this
stage takes the following shape: (a) product improvement—addition of
new features and models; (b) development of new market segments; (c)
selective demand stimulation; and (d) price adjustments.

During the growth stage there is the widespread approval of the
product concept. The number of competitors will begin to increase. Either
modifications of the original product or completely different products for
the same purpose will appear. By this time production methods will have
been established, with a frequent lowering of costs. Prices will tend to go
down for two main reasons:

1. Increased sales will make some economies of scale possible.

2. The increase in the number of competing firms leads to both a
theoretical and an actual tendency toward lower prices.

The growth stage sees promotional activities devoted to the stimula-
tion primarily of selective demand.

During the next stage, maturity, there is the intense rivalry for a ma-
ture market. This leads to a proliferation of sizes, dose forms, and other
product variants. Battling to retain the company's share, each marketer
steps up promotion, and perhaps grants price concessions. Unless new
competitors are obstructed by patents or other barriers, entry is easy.
Thus, maturity is a period when sales growth slows and profits peak and
then start to decline.

During the maturity stage competition reaches its peak. By this point
all of the firms that have any hope of receiving a share of the market will be
pursuing it. By virtue of the numbers involved some of these companies



Chapter 5. The product in marketing activity. Assortment of medical products 77

will be marginal from either a financial or technological standpoint. The to-
tal sales of the product class, which have been rising through the early
stages, continue to increase, but at a decreasing rate. The net effect is the
price competition for this business.

Strategy in the maturity stage comprises the following steps; (a)
search for new markets and new and varied uses for the product; (b) im-
provement of product quality through changes; and (c) new marketing-mix
perspectives. During this phase all the product variations may be expected
to appear. It is now seemingly desirable to have tablets, capsules, and lig-
uid. A dermatologic form may be prepared, or a long-acting form, or a com-
bination. The promotion may now attempt to add some vitality through ef-
forts to segment the market by using special messages to separate physi-
cian specialties. Finally, there is the decline period, which may be precipi-
tous. Though sales and profits continue their downward trend, the declin-
ing product is not necessarily unprofitable. Some of the competition may
have been removed by this stage.

There can be a number of reasons for the decline of a product class -
most are related to the effectiveness of the product as compared to other
means of therapy. If the decline is caused by a new product development,
the decline may be rapid, with only those, who are slow to change in any
direction continuing to prescribe the product.

Promotion during this stage may again be aimed at stimulation of the
primary demand. The effort may be half-hearted, and may be aimed at only
a core of physician-users. Some firms may now drop from the competition
leaving a potential marketing opportunity for those remaining. The profits
may be slim, however, with many of the economies gone (Table 5.1).

Table 5.1 - Characteristic stages of product life cycle

A. Introduction Stage

Sales grow slowly Profit is minimal or negative
Create awareness Stimulate trial
High production costs Limited product models
Frequent product modification Penetration pricing
Skimming pricing Little competition
High failure rate High marketing costs
Promotion strategy focuses on primary demand for the product category
Developing product awareness Informing about product benefits

Intensive personal selling to retailers and wholesalers is required




78

Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

Table 5.1 (continues)

B. Growth Sta

e

Sales grow at an increasing rate

Many competitors enter the
market

Large companies may acquire small
pioneering firms

Profits are healthy

Promotion emphasis

Heavy brand advertising

IDifferences between brands

Gaining wider distribution is a key goal

Toward the end of this stage

Prices normally fall

Profits reach their peak

Development costs have been recovered

Sales volume has created
economies of scale

C. Maturity Stage

Sales continue to increase but at a decreasing
rate

The marketplace is approaching
saturation

Annual models of many products

An emphasis on product style
rather than function

Product lines are widened or extended

Marginal competitors begin
dropping out of the market

Heavy promotions to both the dealers and
consumers are required

Prices and profits begin to fall

D. Decline Sta

e

Signalled by a long-run drop in sales

Falling demand forces many
competitors out of the market

The rate of decline is governed by how
rapidly consumer tastes change or how
rapidly substitute products are adopted

A few small specialty firms may
still manufacture the product

Strategies

Dropping a product from the

Deletion company’s product line, is the
most drastic strategy
Harvesting Company retains the product but

reduces marketing support

To prevent slipping into decline

Promote more frequent use of the
product by current customers
Find new target markets for the
product

Find new uses for the product
Price the product below the
market

Develop new distribution
channels

Add new ingredients

Delete old ingredients

Make a dramatic new guarantee
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Except classical form of PLC, practice of work of different firms and
enterprises gives its various modifications (Table 5.2).

Table 5.2 - Shape of the Product Life Cycle

PLC curve Characteristic
A. High learning product
Significant education of the customer is
é required.
& // . |Extended introductory period.
Time
B. Low learning product
| |Sales begin immediately

@ / Little learning is required by the consumer

= / Benefits of purchase are readily understood.
Time
C. Fashion product

o Length of the cycles may be years or decades.

= T //

e / \\

/ e
Time
D. Fad product
Rapid sales on introduction
L Equally rapid decline.
N / \ Often novelties and have a short life cycle.
Time

Product life cycle in respect to the technology life cycle. As a new
technology matures so is the product or service that uses this technology.
The change that occurs during a technology life cycle has a unique reflec-

tion on the customers and so on the product life cycle.
In the early days of a new technology, early adopters and technology

enthusiasts drive a market since they demand just technology. This drive and
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demand is translated as the introduction phase of a new product by many
companies. As technology grows old, customers become more conservative
and demand quick solutions and convenience. In this case a product usually
enters in the realm of its growth and as time passes its maturity.

The “chasm” shown (Fig. 5.2) in the graph above depicts the differ-
ence between the early and late adopters. Each needs different marketing
strategies and each is translated to a product’s different phase of its life cy-
cle. One should note that the late adopters hold the greatest percentage of
customers in a market. This is why most products begin their life cycle as
technology driven and change into customer driven as time passes by.

The
chasm
Ralative %
of
customers
Ear
adnplés. d carty N
Innovators, | visionaries mapority Late majority | Laggards,
technalogy pragmatisis | conservatives skeplics
enthusiasts \____-
Time
Customers want Customers want
technology solulions
and parformance and convenianca

Figure 5.2 - Change in customers as technology matures

5.3. POSITIONING OF PHARMACEUTICAL GOODS

The term “positioning” refers to placing a brand in that part of the
market where it will have a favourable reception compared to competing
products. Since the market is heterogeneous, one brand cannot make an
impact on the entire market. As a matter of strategy, therefore, the product
should be matched with that segment of the market where it is most likely
to succeed. The product should be so positioned that it stands apart from
competing brands. Positioning tells what the product stands for, what it is,
and how the customers should evaluate it.
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Positioning helps in differentiating the product from competitive of-
ferings. Positioning is achieved by using marketing-mix variables, espe-
cially through design and communication efforts. While differentiation
through positioning is more visible in OTC products, it is equally true of
prescription drugs. With some products positioning can be achieved on the
basis of tangible differences (e.g., product features); with many others, in-
tangibles are used to differentiate and position products.

A product’s position is the image that the product projects in relation
to competitive products and to other products marketed by the same com-
pany. Marketing executives can choose from a variety of positioning strate-
gies, some of which are as follows:

1. Positioning in relation to a competitor.

2. Positioning in relation to a target market.

3. Positioning in relation to a product class.

4. Positioning by price and quality (Fig. 5.3).

HIGH QUALITY Competition
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Figure 5.3 - Positioning at the market
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Opportunities for positioning of medical product:

1. On the basis of specific properties (force of action, by-effects, bear-
ableness, etc.).

2. On the basis of a way of application (once a day, as primary ther-
apy, in the second or in the third turn).

3. In relation to the end user or the patient.

4. In relation to a medical product to the competitor.

5. In relation to a therapeutic class of medical products (for example,
new in an existing therapeutic class or the representative of a new thera-
peutic class).

6. In relation to elements of a marketing complex (for example, de-
sign of packing, the size of packing, etc.).
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5.4. COMPETITIVENESS OF PHARMACEUTICAL PRODUCTS AND
MANAGEMENT OF QUALITY

Usually, the competitiveness of goods implies any relative integral
characteristic, which displays its difference from goods of a competitor
and, accordingly, determines its attractiveness to the consumer.

Competitiveness refers on the one hand, a purely qualitative charac-
teristics of goods, on the other - all the important and weighty enough for
the consumer conditions of purchase and future use of the goods.

Some authors have noted that trying to express schematically com-
petitiveness of goods it's like to try to show the complexity of the scheme
and all the subtleties of the market process. Competitiveness is first of all,
the philosophy of work at the market, which focuses on:

- understanding of consumer needs and trends of their changing;

- knowledge of the behaviour and capabilities of competitors;

- knowledge of the environment and its trends;

- the ability to create such a product and so to bring it to the con-
sumer, so he gave him an advantage over competitors' products;

- art to do all this a long-term, forward-looking basis.

Study of consumer behaviour suggests that for them in developing
and selecting the winner is the product for which the ratio of useful effect
(E) to the cost of its acquisition and use (C) as compared to other similar
products maximum. Therefore, the condition of the advantages of one

product over all othersis: K = % — max.

The main component of the competitiveness of its product is quality,
covering a number of components:

- technical and economic indicators of quality, technology of its manu-
facturing and operational characteristics. For example, for medical prod-
ucts it should be disintegration tablet medicinal forms; dispersion, uni-
formity of soft medicinal forms, etc.

- conformity of production to the obligatory quality standards; special
value in the majority countries is given now to the quality standards which
provide ecological cleanliness, high degree of production unification, action
of safety and protection of health of the person;

- ecological indicators which characterize conformity of goods to re-
quirements of environment protection and are based on rational wildlife
management;
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- ergonomic indicators - are connected with considesw of properties
and features of a human body and provide observance of hygienic, anthro-
pometrical, physiological, psychological and other norms;

- the aesthetic indicators defining the external form and a kind of pro-
duction, its design, appeal, expressiveness, an emotionality of influence on
the consumer etc.;

- maintenance of patent cleanliness and patent protection of goods. In
the presence of license agreement, resolving to make production on the
given technology, the enterprise-manufacturer can make it for sale, as a
rule, only at the domestic market. Absence of patent cleanliness does pro-
duction noncompetitive in the corresponding market and is a serious ob-
stacle for development of export activity.

Except quality, competitiveness covers marketing and commercial
components, that in aggregate affects the price of sale or on the price of ac-
quisition of goods.

Marketing component shows advantages and lacks at level of com-
petitiveness of goods on character and quality of market research and in-
quiries of end users, overall performance degree on goods advancement at
the market.

Commercial component of competitiveness testifies to quality of
commercial work in comparison with firms-competitors.

Except the aforesaid, competitiveness of goods is characterized also
by the economic component including advantage or unprofitableness of
the given goods from this point of view of expenses on its use or recycling.

Visible place belongs to image and prestige questions, and also au-
thority of the country where goods are made.

As a whole all above-stated components of competitiveness create
the price of consumption of goods which is covers such concepts, as prof-
itability of use of goods while in service, prestigiousness of its trade mark.

Estimation of competitiveness of goods can be carried out by a
method of an expert estimation, interrogation of consumers, and also a
comparative estimation of key parameters of goods. Last technique in-
cludes such stages:

- market analysis, choice of the most competitive sample as bases for
comparison and definition of competitiveness level offered goods;

- defining of a set of compared parameters of both goods;

- calculation of an integrated indicator of competitiveness for offered
goods.
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Goods quality management covers all system of interaction at the
production and its advancement in the market to the consumer. Involved
subjects form a quality chain (Fig. 5.4).

Supplier of raw Manufacture Intermediar- End users
materials, — (internal — ies —
equipments and departments)
others

Figure 5.4 - Goods quality chain

The quality system should cover all stages of development, manufac-
ture, distribution, consumption and production recycling. Functioning of
quality system is regulated by the international standards ISO 9000 mak-
ing demands to marketing, supply, manufacture, sale, the service policy,
etc.,, and also to quality system as a whole.

Quality of production is defined at a stage of marketing research: by
results of the analysis of consumers inquiries, competitors, systems of ad-
vancement of goods etc, requirements to parameters of goods quality are
formed.

The major mechanism of product quality control is certification
which allows to estimate and confirm objectively to the consumer its safety
and efficiency. Certification can be obligatory and voluntary. Obligatory
certification of quality is spent on conformity to requirements to the stan-
dard documents and the international (national) standards, installed when
due hereunder.

Voluntary certification of production is spent on conformity to any
standard documents coordinated between the supplier, on the one hand,
and the customer - another.

Standard documents which are used for production certification con-
tain, as a rule, requirements to:

- technical or technological parameters, quality of goods and condi-
tions of its tests (to methods, control rules, etc.);

- production marks, its packing, transportation, storage and use on
direct appointment.

The certificate of conformity of quality of production to operating
standards is the document which stands out for acknowledgement of con-
formity of certificated production to the established requirements.
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5.5. MARKETING STRATEGIES OF PHARMACEUTICAL ENTERPRISES

Decision-making on manufacture of goods should be based on the
strategic approach. It means, that any decision in the given area should be
accepted, considering an organization ultimate goal. The encyclopaedic dic-
tionary of businessman makes such definition of concept «marketing
strategy» (strategy of coverage of the market): this is formation and reali-
zation of purposes and problems of the enterprise-manufacturer and the
exporter on each separate market (a market segment) and each goods for
the certain period of time (long-term, intermediate term) for realization of
industrial and commercial activity in full conformity of a market situation
and opportunities of the enterprise (firm). Marketing strategy represents
the program of marketing activity of firm at the target markets, defining
basic decisions on achievement of marketing purposes.

Realization of marketing strategy is carried out in the conditions of
quickly changing environment of the firm which account is possible only in
short-term plans, i.e. in frameworks of «marketing tactics». It also forma-
tion and realization of company’s problems at the separate markets (seg-
ments) and on each goods, but only during the concrete period of time
(short-term) on the basis of a marketing strategy and an estimation of a
modern market situation with a constant correcting of problems taking
into account changes of tactical and other factors.

In the theory and marketing practice there are some approaches to
strategy planning. The basic models of strategic decision-making are:

- Ansoff's Product/Market Matrix

- Porter’s generic strategies;

- a Matrix of growth/share of the market (Boston Consulting Group
Matrix - BCG);

- General Electric Business Skin.

Ansoff's Product/Market Matrix includes such kinds of strategies :

1. Market Penetration. Means increasing of revenue by, for example,
promoting the product, repositioning the brand, and so on. However, the
product is not altered and we do not seek any new customers.

2. Market Development. Here we market our existing product range in
a new market. This means that the product remains the same, but it is
marketed to a new audience. Exporting the product, or marketing it in a
new region, are examples of market development.
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3. Product Development. This is a new product to be marketed to our
existing customers. Here we develop and innovate new product offerings
to replace existing ones. Such products are then marketed to our existing
customers.

4. Diversification. This is where we market completely new products to
new customers. There are two types of diversification, namely related and
unrelated diversification. Related diversification means that we remain in a
market or industry with which we are familiar. Unrelated diversification is
where we have no previous industry or market experience (Fig 5.5).

Product
m Present New

Present Market Penetration Product Development

New Market Development Diversification

Figure 5.5 - Ansoff's Product/Market Matrix

The company can follow one of three broad strategies in the selection
process. In strategic Porter’s model two basic concepts of marketing
planning and alternative of each of them are considered: a choice of the
target market (within all area or separate segments) and strategic advan-
tage (uniqueness or the price). Uniting these two concepts, the Porter’s
model allocates such base strategy of coverage of the market:

- advantage on expenses (not differentiated marketing);

- differentiation (the differentiated marketing);

- concentration (the concentrated or target marketing) (Fig. 5.6).

By adopting a strategy of market aggregation - also known as a mass-
market or an undifferentiated-market strategy — an organization treats its
total market as a single given. This unit is one mass, aggregate market,
which parts are considered to be alike in all major respects. Management
then develops a single marketing mix to reach as many customers as possi-
ble in this aggregate market. That is, the company develops a single prod-
uct for this mass audience; it develops one pricing structure and one dis-
tribution system for its product; and it uses a single promotional program
that is aimed at the entire market.
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Marketing commodity policy
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Figure 5.6 - Strategies of market coverage

A strategy of the single-segment concentration involves selecting as
the target market one homogeneous segment from within the total market.
One marketing mix is then developed to reach this single segment. A small
company may want to concentrate on a single market segment, rather than
to take on many competitors in a broad market. This strategy enables a
company to penetrate one small market acquire a reputation as a specialist
or an expert in this limited market. They can enter such a market with lim-
ited resources. And as long as the single segment remains a small market,
large competitions are likely to leave the single-segment specialist alone.

In the strategy of multiple segmentation, two or more different
groups of potential customers are identified as target-market segments. As
part of the strategy of the multiple segmentation, a company frequently
will develop deferent variety of the basic product for each segment. How-
ever, the market segmentation can also be accomplished with no change in
the product, but rather with separate marketing programs, each tailored to
a given market segment (Fig. 5.7).
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Figure 5.7 - Porter’s model

Matrix BCG considers groups of goods depending on market growth
rates, parities of market share for given goods to corresponding share of
the basic competitor, volumes of investments into manufacture of goods,
profits, etc. According to it four groups of the goods are allocated: "stars",

"cash cows", “problem child” or «question signs», "dogs" and correspond-
ing marketing strategy (Fig. 5.8).

Relative market share
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E to develop of given goods and fication of marketing efforts or
) support of existing position an exit from the market
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E Marketing strategy - an intensifi- | Marketing strategy - reduction
cation of marketing efforts for of marketing efforts or an exit
support or increase of market from the market
share

Figure 5.8 - The Boston matrix

Dogs. These are products with a low share of a low growth market.
They do not generate cash for the company, they tend to absorb it. Get rid
of these products.
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Cash Cows. These are products with a high share of a slow growth
market. Cash Cows generate more than is invested in them. So keep them
in your portfolio of products for the time being.

Problem Children. These are products with a low share of a high
growth market. They consume resources and generate little in return. They
absorb most money as you attempt to increase market share.

Stars. These are products that are in high growth markets with a rela-
tively high share of that market. Stars tend to generate high amounts of in-
come. Keep and build your stars.

Matrix BCG has received the further development in the model “at-
tractiveness - competitiveness” offered by a consulting firm «MC
Kinsey». Construction of this model is spent on two key parameters: attrac-
tiveness of branch and competitiveness or enterprise strengths. As indica-
tors of appeal of the market (branch) can be used: market growth rates;
profitability; competition level; market capacity; market state regulation;
possibility of not price competition; concentration of consumers, etc.

As indicators of competitiveness of the enterprise serve: market
share; expenses; price level; appeal of assortment; image of firm.

In construction process of a matrix for each of indicators weightiness
is defined, the rank on the selected scale then the weighed estimation of an
indicator taking into account the received estimation and factor of weighti-
ness of an indicator is defined is appropriated. On the basis of the received
values the matrix (Fig. 5.9 is under construction) where it is allocated three
zones for each indicator: high, average, low.

Business position

High Medium Low

o :
§ 20 | Invest heavly for growth [nvest sele(.:tlvely and Develop for income
2 = build
)
=
S E
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o
s g build income Harvest or divest
= =
]
=<
]
=

% Develop and build on Harvest Divest

= strengths

Figure 5.9 - Mc Kinsey model
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Marketing strategy also can be classified depending on a situation in
the market, from a condition of the firm and some other factors (Table 5.3).

Table 5.3 - Classification of marketing strategies

Factors
defining Kinds of strategies and their characteristic
strategy
1. Attack
Market share |2. The defensive
3. Deviation strategy
1. Conversion marketing
2. Creative, developed marketing
Condition of 3. Stimulatin.g marketing
market 4. Remarketing o .
demand 5. Synchropy- or stabulzmg marketing
6. Supporting marketing
7. Demarketing
8. Counteracting marketing
1. Differentiations
Commodity 2. Vertical integration
policy 3. Diversification
4. Narrow commodity specialization
1. Horizontal - when new goods are continuation of goods
which already is issued, and it is calculated on a certain circle of
buyers.
2. Concentric — when search of new goods which in
Relation to technological and market relation would be conformable that
product are already made is conducted, and involved new buyers.

3. Conglomeratic — when the release of new goods which have
been not connected with goods which already made by firm till
this time and consequently working out of new technologies and
development of the new markets is necessary is carried out.

The choice of marketing strategy does not mean, that the firm will
always implement it. Strategy can change, if:

- some years it does not provide satisfactory indicators of sales vol-
ume and profit;

- firms-competitors have sharply changed the strategy;

- external factors influencing activity of firm didn’t change;

-prospects for acceptance of measures which can raise firm profit
substantially have opened;

- have changed or there were new preferences of buyers or tenden-
cies to possible changes in this area have changed;

- problems put in strategy are already solved and used.
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5.6. ASSORTMENT POLICY OF PHARMACEUTICAL PRODUCTION
ENTERPRISES AND PHARMACIES

Assortment policy establishes the connection between market re-
quirements, on the one hand, both intentions and enterprise possibilities -
with another. The problem of assortment policy consists in to during each
given moment (and in reasonable prospect) the set of goods let out or real-
ized by the enterprise optimum met requirements of consumers both un-
der qualitative characteristics, and in quantitative volumes. It is an overall
objective of assortment policy.

The commodity assortment covers all assortment groups offered by
firm. The commodity assortment is a group of goods closely connected be-
tween similarity of their functioning, sale to the same groups of consumers,
realization through similar trade channels or an accessory to the same
range of the prices. Everyone assortment group consists of assortment po-
sitions.

Assortment position - is concrete model, mark or size of production
which is sold by firm.

The commodity assortment is characterized by width (i.e. quantity of
assortment groups), depth (or quantity of positions in everyone to group),
comparability (presence of analogues on a generality of final use, distribu-
tion channels, groups of consumers and a range of the prices) and a satura-
tion (total offered assortment positions).

The wide range allows to classify production, to be guided in different
requirements of consumers and to stimulate realization of purchases in
one place.

Presence of deep assortment allows to satisfy needs of different con-
sumer segments on one goods, to interfere with occurrence of competitors,
to offer a range of the prices and to stimulate support of dealers. Neverthe-
less it also increases expenses on support of stocks, updating of production
of manufacturers and performance of orders.

Wider concept, than commodity assortment, is the commodity no-
menclature. The commodity nomenclature is a set of all assortment groups
and commodity units which are offered by the enterprise. The basic indica-
tors of the nomenclature of the separate enterprise also are the width,
depth, a saturation and comparability or a harmony.
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The basic components of assortment policy are:

- statement of purposes, proceeding from strategy and tactics of firm
consider market research;

- formulation of assortment programs;

- working out of a complex actions for achievement of specific goals;

- defining of resources and realizing of terms.

Principles of assortment policy of the enterprise are adequacy and
flexibility. Adequacy provides an establishment of communication assort-
ment policy and the market, and also conformity of company’s scientific, in-
dustrial, marketing and service potential to assortment policy purposes.
Flexibility consists in constant search of possibilities, deciding of challenges
by market studying.

Before making up the assortment industrial and trade enterprise its
analysis should precede. Make a list of the nomenclature of let out products
on commodity groups, kinds and updating is made; each group and a kind are
studied independently and in interrelation. The analysis in directions is car-
ried out:

- the estimation of sale indicators, total and net profit, i.e. is defined
relative density of each product in profit reception;

- defining of market share of commodity position of the enterprise
occupies on a concrete segment;

- each series of goods is estimated from the point of view of qualita-
tive and technical characteristic;

- the analysis of life cycle of main let out production;

- effectively to spend approbation of the relation of active and poten-
tial consumers to goods let out by the enterprise;

- the analysis of production costs by each kind of production in com-
parison to production costs of firms-competitors is carried out;

- level of a sale price of goods and the settlement price of its con-
sumption (includes also cost of services, etc. costs) is considered;

- commercial conditions of sale (terms of delivery, the term of pay-
ment, level of custom charges and taxes, system and convenience of calcu-
lations, nearness to the consumer of a marketing network of the enter-
prise-seller etc.) are estimated.

Problems of assortment policies could be various:

1. Satisfaction of the consumer’s needs

2. The optimum use of technologies and experience of the enterprise
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3. Optimization of the firm’s financial results (formation of assort-
ment is based on expectation of the certain level of profitability and profit)

4. Attraction of new buyers by expansion of the offer

5. Support of the flexibility principle at the expense of diversification
fields.

Process of the commodity assortment in pharmacy should consider
commodity specialization and trading area, to be directed on served contin-
gent’s demand satisfaction and reception of high profitableness. For mainte-
nance of profitable activity it is necessary to consider costs and taxes of sepa-
rate groups of goods. One of making up the assortment principles - mainte-
nance of its stability. An indicator characterizing stability of assortment, the
corresponding factor which pays off by the formula is (5.1):

Sa =1—%, (5.1)

where S, - stability factor of assortment of goods in the certain period;

A, - quantity of versions of goods which are absent on sale at the

moment of checks;
a - quantity of versions of goods provided by assortment list;
N - quantity of checks.

At calculation of stability factor it is necessary to exclude the goods of
seasonal demand. Optimum value throughout a quarter for different type
of trade enterprises or establishments makes 0,75 - 0,9.

Criteria of assortment making up for goods in pharmacies are:

- legislation on purchases and realization of medical products and is-
sue of medical appointment;

- obligatory minimum assortment of medical products for drugstores;

- the List of medical products which are released without recipes;

- the List of medical products which can be got by the establishments
of public health services financed from the budget (for the drugstores
which are taking part in medicinal maintenance of such establishments);

- disease of the population;

- level of incomes (purchasing capacity) of a served contingent of
consumers;

- tendencies of development of the pharmaceutical market;

- demand for medical products;
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- therapeutic efficiency of medical products;

- competitiveness of medical products;

- pharmaeconomical estimation of medical products;

- economic indicators of assortment (relative density of realisation
volume of separate groups and names; relative density of the income on
group and on separate assortment positions; speed of movement of prepa-
rations).

The important quantitative criteria of assortment formation in a
drugstore are speed of movement of separate medical products and profit-
ableness from their realization.

Speed of movement of medical products for the certain period is rec-
ommended to define by the formula (5.2):

_Rb+Sa_Ra
R,+S+S,’

where R, and R, - are the rests at the beginning and at the end of

RR (5.2)

the period;
S, - is average monthly arrivals;
S - the total arrivals for the certain period;
R, - is average monthly sales.

At RR from 0.5 to 1 the realization rate it is characterized as slow, at
RR from 0.26 to 0.49 it is stable. The index from 0 to 0.25 testifies the high
rate of drug realization.

5.7. COMMODITY POLICY OF THE PHARMACEUTICAL ENTERPRISES

After a choice of marketing strategy the enterprise (firm) defines
marketing tools of influence on consumers by goods, i.e. the commodity
policy. The commodity policy is an exact firm’s activity which corre-
sponds to marketing strategy; it is directed on studying ways of the com-
petitiveness increase of let out production, first of all, its qualitative charac-
teristics, creation of new goods, making up the assortment and manage-
ment, the search of market segments, development and realization of the
packing strategy, trademarks, service of the goods.

To the decisions in the commodity policy, it is necessary to carry:

- the nomenclature of the made goods;

- width of assortment groups;
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- arange of volumes of release of each goods;

- quality of the goods;

- updating;

- maintenance of goods the trade mark;

- an exception of manufacture of obsolescence goods;

- manufacture of new goods;

- standardization;

- the planned ageing of the former kinds of goods for the purpose of
attraction of buyers’ attention to goods-novelty;

- quantity of each kind of goods which are let out for the certain period.

The model of realization these decisions can be defined in the form of
end result of three variables interaction: enterprise’ problems; available
resources; market opportunities (Fig. 5.10).

Nomenclature of

pharmaceutical goods , ﬁlﬁ’ @ ‘K’ a @ ZZL]O@
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Figure 5.10 - Directions and scheme of commodity policy realization by
pharmaceutical company
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Sector A shows, that the problem of the enterprise and market oppor-
tunity coincide. Therefore the problem of administrative structures is con-
nected with search of necessary resources.

Sector B coordinates market opportunities and available resources of
firm. In this case a problem of administrative structures — revision of prob-
lems of the enterprise.

In sector C problems of the enterprise and its resources coincide. The
firm management problem consists in search of the corresponding market
(segment) and maintenance of advancement of goods on it.

Sector D - is an ideal variant when all variables are interconnected.
The main thing in this situation - efficiency, acceptance of correct decisions
and their embodiment during a life, i.e. skilful use of marketing strategy
and tactics.

5.8. TRADE MARK AND GOODS PACKING. BRAND

Steady position of goods at the market, its competitiveness is pro-
moted by presence of commodity mark or an enterprise trade mark.

Trade mark is a name, term, sign, symbol, figure or their combina-
tion, intended for identification of goods and services of different manufac-
turers (intermediaries).

Trade name are designated by a firm name, the logo, trading image
and the trademark. The trade mark associates with certain properties of
goods, its advantages, value, individuality.

Functions of trade mark concern:

- establishment of direct connections with consumers;

- determination and representation of goods’ features in comparison
with analogues;

- description of relationship of different goods of the same kind by
certain criteria (quality, price line);

- symbolical instructions on consumer properties and utility of goods
for the consumer;

- protection against fakes and probability to mix with the similar
goods of other manufacturers.

For manufacturers trade mark is use an aspiration to diversify, differ-
entiate homogeneous goods by means of special packing and name that
gives the chance to form image of the enterprise, to “insure” against threat
of price competition.
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For the consumer advantage of the marked goods are connected with
decrease in risk of acquisition of the poor-quality goods, simplification of
choice and recognition of goods, which was generated positive or negative
experience, etc.

Allocate such types of trade marks:

- manufacturer mark (brand) - the mark created by the manufac-
turer;

- own-label mark (brand) which is created and appropriated by trad-
ing and marketing intermediaries;

- license mark - the branded name of goods or the service, offered the
licensee the proprietor of trade mark;

- joint mark - provides use for one goods of branded names of two
different enterprises (firms);

- group marks - use by firm of one name for all goods (for example,
production of known manufacturer of medical equipment “Siemens”);

- marks-fighters - cheap variants of marks which are supervised by
manufacturers and provide small expenses for trade mark advancement.

Trade label (logo) - the designation registered when due hereunder,
appropriated to goods for its difference from others and instructions on its
manufacturer (the enterprise, firm). It represents figure (symbol, sign),
certain association of letters, numbers. The trade label is registered by the
State patent of Ukraine according to the law of Ukraine «About protection
of the rights to signs for goods and services». Such label protects exclusive
rights of the manufacturer-seller to using mark or an emblem.

The basic functions of a trade label - to inform on goods and its
manufacturer, to testify to high quality of the goods, to cause trust of the
buyer thanks to positive reputation of the owner of a trade mark, to adver-
tise the goods, etc.

Registration of trademarks is necessary for competitive struggle, ad-
vertising of goods, acquaintance with them commercial structures and
buyers, and also for possible sale of licenses for trademarks. In majority
countries on purpose of observance infringements of the proprietor’s right
along with a trade mark the special designation ® which specifies that the
given trade mark is registered is entered and protected by the law.

For the buyer the trade label is an incentive motive of acquisition and
the original quality assurance.
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There are three levels of trade label perception:

1. Recognition ,when knowledge of target audience concerning the of-
fered goods is provided. The purpose of marketing efforts thus - to con-
vince the consumer to carry out trial purchase and to transform the poten-
tial consumer into the real.

2. Advantage consisting in support of interest and its transformation
into the stable form of demand. The purpose of marketing efforts - to con-
vince buyers of advantages and utility of goods, to win group of constant
supporters.

3. Loyalty: at this level the consumer meaningly searches at the market
for the goods with a certain trade mark. Marketing efforts go on maintenance
of interest and a reminder to consumers about the given trade label.

Now the wide circulation has received such concept, as a brand which
quite often identify with the trade mark, in pharmacy - with an original (in-
patent) medical product. However it is not so, concept of brand is wider.

The brand is a complete feature set which contains trademark, ra-
tional and emotional consumers’ perception of a producer’s (seller) corpo-
rate style, trade mark and goods, and also actions for its promotion at the
market. Brand describe as set which consists of a product, satisfying func-
tional requirements of consumers, and the additional value inducing con-
sumers to feel satisfaction of that this product has higher quality. To be-
come a brand, goods should satisfy consumers’ requirements better, than
the similar goods-competitors. Besides, the consumer should be informed
on a brand.

The brand simplifies for the consumer the problem decision on dif-
ferentiation of goods which associates with the certain characteristics nec-
essary for satisfaction of its requirements. The concept of brand reflects
advantages of goods in relation to competitors and provides a great de-
mand.

The brand bears the information on system of consumer values. For example,
the doctor appreciates in an antibiotic high efficiency concerning microorganisms and
low degree of development of stability at infectious diseases. The brand is reflexion of
individuality of a medical product — both original, and similar or generic. It is possible to
consider the medical product as a brand if it has a visual sign or brand (trading) name
(mark), and work on trust strengthening to it, reliability or it exclusive, the added value
of a medical product (convenience of reception, dispensing, a variety of medicinal
forms, speed of reception of effect, duration of action, reception possibility different
groups sick — children, people of advanced age, etc.) has been spent.
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To making brand corresponds such direction in activity of the enter-
prises and firms, as branding. Branding define as a direction of marketing
communications specializing on working out of a complete corporate style
and its elements for formation and strengthening of characteristic lines of
image and the commodity offer of the enterprise.

Integral part of the general commodity policy and planning of a new
product in marketing system is working out of packing of goods.

Packing is a result of carrying out of complex measures providing
protection of production from damages and losses, from negative factors of
environment also facilitates process of a turn of production during trans-
portation, warehousing, realizations, etc.

By marketers’ estimations, only 3 % of buyers do not pay attention to
packing, 97 % get of goods, having defined on packing known firm, and 35
% from them - only after will read the text placed on it.

Allocate such kinds of packing:

- internal (primary) - direct capacity of goods;

- external (secondary packing) serves as protection for internal and
acts in film by preparation of goods for use;

- transport (container) - the capacity necessary for storage, identifi-
cation or goods transportation.

Packing carries out such important functions, as:

- maintenance of safety of goods and its protection against environment
influence;

- simplification of use of goods;

- maintenance of creation of rational units for transportation, loadings
and unloading of goods;

- maintenance of creation of rational units for their warehousing;

- maintenance optimum - on weight and volume - units for goods sale;

- communicative, advertising and an excitant of sale of production.

The choice of a packing kind depends on: weight and goods volume at
optimum use of vehicles and warehousing means; level of fitness of packing
to means of automation of cargo handling works, transportations and
warehousing of goods at clients; transport and transportation ways.

Except the general requirements, packing for pharmaceutical goods
and medical products should answer some features connected with a
physical and chemical condition, colour, the relation to physical, chemical,
temperature influences. Therefore the packing material should provide a
certain temperature mode, humidity of air, protection against direct solar
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beams etc. Criteria of quality of pharmaceutical packing harmlessness of a
material, its compatibility with a medical product, convenience in use, sta-
bility to microorganisms, maintenance of the maximum period of storage
of a medical product, etc.

Recently the packing role has considerably raised. Now its basic prob-
lem consists in attention attraction to goods and granting of the informa-
tion on it. It stimulates goods purchase, and also allocates it among many
similar with a trade mark, the text, the form or colour registration. Packing,
thus, has got value of the advertising means calculated on a wide range of
consumers and long-term influence.

The important advantage of the firm goods is corporate style pres-
ence. It allows consumers to remember firm and quality of goods that if
necessary it is easy to distinguish it from similar production of firms-
competitors. Besides, the corporate style provides to goods certain image.
The corporate style is a set of methods of manufacturing, registration, ad-
vancement at the market, providing a generality of production of a com-
modity producer (seller) and distinguish it, and also the manufacturer
from competitors.

Corporate style elements are: a trade mark, a logo (specially devel-
oped original tracing full or the abbreviated name of firm, goods or com-
modity group), the firm block (a trade mark and logo composition, and also
the country, the post address, phone, etc.), firm colour, the firm complete
set of fonts, firm constants (a format, system of imposition of the text and
illustrations, etc.).

The great value has also psychological effect of packing colour. It is
proved, for example, that dark blue colour associates with emotional
warmth; red - it is a life, vigour; blue-green - clearness, safety; yellow - an
innovation, the future and development.

Information marketing loading is carried out also the mark. These
are necessary inscriptions, images and conditional marks which contain on
labels, packing or on goods.

The most widespread means of marks is the label. On it one branded
name of goods, or great volume of the information on it can be displayed or
only. The label carries out some functions: identifies goods or mark; shows
goods grade; describes goods, i.e. who, where and when it has made, condi-
tions of its use, the packing maintenance, safety precautions; propagan-
dizes goods the attractive graphic performance.
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The system of the computer account of the consumer goods extended
nowadays has led to occurrence of new means of marking - bar coding.
Firstly it has been introduced in the USA over 20 years ago. Since 1977, in
Europe and other continents the European system of coding EAN («the
European article») which is a version of American system UCC («the Uni-
versal commodity code») has affirmed. In the western countries on 99 % of
production which is made, put shaped coding.

As a matter of fact bar code - a way of introduction of the information
in the computer thereof there is an account of goods on parameters and
quantity. There is a possibility practically in one stage to watch a demand
condition, consumer preferences, dynamics and changes of structure of a
commodity cash.

The bar code represents coded by means of strips of a different
thickness and figures the information placed in the form of a label on pack-
ing. The information is read out by a light beam when it passes on a shaped
code. Thus it is possible to identify any goods.

According to extended in the majority countries of the world the sys-
tem of coding EAN-13 to each kind of a certain product gives number from
13 figures. First two or three define the country in which goods are made,
following five — a producer, five more - the product name, consumer prop-
erties, sizes, weight, colour. Last figure — control also certifies reliability of
reading of strokes by scanner.

5.9. INNOVATIVE ACTIVITY OF THE PHARMACEUTICAL ENTERPRISES

For effective activity of firm at the market creation and manufacture
of the new goods is solving.

The new goods - are an end result of research activity of firm-
manufacturer which by all means should meet the requirements generated
at potential buyers by the moment of its enter on the market.

Such goods urged to satisfy absolutely new requirements or to raise
satisfaction of already existing needs, or considerably to expand a circle of
the buyers, capable to get goods which satisfy existing requirements at al-
ready reached level.

In marketing system it is necessary to mean by new goods:

- qualitatively new goods, analogues to which to its occurrence at the
market were not;
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- goods which contains considerable radical improvements also sup-
poses presence at the market of goods-analogues to destination;

- goods which already is at the market, but with the certain improve-
ments which are not changing radically its characteristics;

- goods of market novelty which is old for the existing markets, but
new to the given new market;

- goods of new sphere of application.

It is necessary to distinguish the new goods from its modification as
last represents together with it uniform group of goods having homogene-
ous signs, but with some differences in characteristics according to re-
quirements of certain segments of the market and end users.

Studying and estimation should precede creation of the new goods:

- spheres of possible use, quantity and structure of potential buyers;

- available resources of manufacture and sale;

- possible changes in technological maintenance of the new goods
output;

- economic risks and probability of a competition of new goods that
are already made by the enterprise or competitors.

Process of working out of the new goods consists of three stages
(Fig. 5.11).

Development of new product proc-
[ : ]

Stage 1 Stage 2 Stage 3
Search ideas for new Manufacturing of the sam- Scale, a batch production
goods ple of new goods, carrying and market preparation
out of market research
Stage filling Stage filling Stage filling

1. Control of terms and
schedules of works;

1. Laboratory testing of
new goods

1. Determining of needs
for innovations;

2. Formation of a buyer’s
portfolio of requirements
to the future goods;

3. A choice of the moment
for launch of new goods
on the market (from 80-
100 ideas 1 it is realised)

2. Its check on ecological
cleanliness, safety,
reliability

3. Working out of design
and the name of goods,
commodity mark, packing,
marks and direction of an
advertising campaign and
sale stimulants, the
invitation to participation

2. Amendments to
qualitative
characteristics of goods,
realisation of an
advertising campaign
and elements of
marketing
communications on
launching on the market
and in an initial stage of

Figure 5.11 - Components of process of new goods’ working out
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The first stage begins with promotion as it is possible quantities of
new ideas concerning needs, ways of their satisfaction, design features of
goods, etc. Sources of ideas on creation of new goods can be: consumers;
research laboratories; scientists, designers; goods of firms-competitors; in-
formation of the trading personnel and trading intermediaries, advertising
agents and marketers; specialised professional editions, exhibitions, fairs,
etc.

Selection and estimation of the most perspective ideas is carried out
by such criteria:

- possible profitableness of the goods;

- available and potential competitors;

- a market capacity;

- level of necessary capital investments;

- level of patent cleanliness;

- expenses which are assumed at an experimental stage;

- possible duration of life cycle of the goods;

- buyers’ relation to firm and its production;

- presence materialresorses and manpower;

- possible level and time of recovery of payback of the given project of
the new goods, etc.

At the second stage it is carried out laboratory and market testing of
the new goods is desirable. Laboratory testing provides goods check on
ecological cleanliness, safety, reliability. Marketing attributes are devel-
oped: design and the goods name, commodity (trading) mark, packing and
marking, a direction of an advertising campaign and sales promotion.

Market testing spend by trial sale of the goods in the selective mar-
kets. The purpose of these actions is reception of the operative commercial
information, namely: reactions of the market to a new product, its packing;
possibilities of use of a distribution channels, advertising etc. obtained thus
are necessary to change unsuccessful characteristics of the goods and
eventually to adapt it for the concrete market.

The closing stage provides working out of general plan of new goods’
manufacture, determining and research of supply sources by materials,
equipment, launching of a product in manufacture and the subsequent con-
trol of exact performance of terms and schedules of works, certain
amendments to qualitative characteristics of goods for the purpose of op-
timum approach of their level to consumers needs.
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Actions for sale are simultaneously developed and carried out: adver-
tising campaign means, sale stimulation, the organisation after sale service,
at this stage questions are solved: when to enter the market; where to real-
ise the goods; to whom to offer the goods;

The new pharmaceutical product should satisfy new or at higher level
already existing needs. Unlike other definitions of industrial orientation, in
this case means, that a new product can be differing from available for con-
sumer or in the target (consumer) market.

From novelty positions distinguish medical products of market nov-
elty, the preparations new to firm, and the modified, improved medicines
which novelty is transparent in certain borders.

Depending on novelty degree medical products can be divided on
original and preparations-generics.

The original (in-patent) medical product is a medical product
which is a sole property of the company which have developed it, or being
the property of the company-owner of the first sale licence. The molecule
of active substance or a way of its reception, biological (pharmacological)
activity, structure or a way of reception of the medicinal form of an original
preparation are protected by the patent when due hereunder. Before the
expiry of the patent term other pharmaceutical company has no right to
synthesise and use this active substance in commercial objectives.

Aspiration to keep high level of health services of the population, but
thus not to raise budgetary expenses on medical products, the attention of
interested parties to generics and to their potential possibilities to econ-
omy of money has drawn.

The preparation-generics - is a medical product on which period of
patent protection validity has ended, it is not a sole property of the phar-
maceutical company which has developed it or owned the first sale licence.
It is contains the active substance identical to volume that is a part of an
original preparation. Any pharmaceutical company by observance of re-
quirements on manufacture in the given country can make such medical
product.

Advantages of generics are:

- wider demonstrative base of medicines’ efficiency;

- long acknowledgement of side effect absence on human body;

- cheaper than original medical products.

Thanking these factors the positive relation to generics both from
doctors and pharmacists (pharmacists), and from consumers was gener-
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ated. In the course of creation of original medical products such specific
stages are allocated:

- generating of ideas;

- the directed synthesis of new substances or updating of existing
connections and substances;

- screening of biologically active substances;

- preliminary working out of a medical product - is spent a tentative
estimation of the offered chemical compound about conformity to base cri-
teria.

During this stage the key moments connected with harmlessness,
pharmacological action, bioavailability, pharmacokinetics, the medicinal
form, sharp toxicity of connection and possibility of its large-scale synthe-
sis which can cause problems at a stage of working out of a medical prod-
uct are estimated

The subsequent development cycles of new medical product are iden-
tical both for original, and generics.

1. The technological and biopharmaceutical research:

1.1. Substantiation of the structure

1.2. Technology development and choosing the medicinal form

1.3. Quality monitoring Development

2. Preclinical research:

2.1. Carrying out the pharmacological research

2.2. Preparation of the feasibility report

2.3. Production schedules development

2.4. The statement of the reference document and its representation
in the State Scientific - Expert Center of Medicines for getting the sanction
to clinical tests of a drug.

3. Clinical tests:

3.1. Examination of materials

3.2. Definition of efficiency and harmlessness

3.3. Generalization of the clinical tests results

3.4. Getting the sanction to industrial release of a medicines and to
medical application of a medicine.

4. The batch production:

4.1. Studying of need

4.2. Formation of demand

4.3. Stimulation of selling .
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Basis of a commodity policy in marketing system is the innovative
policy of firm.

In the general understanding the innovative policy of firm - is set
of administrative methods directed on strengthening of company’s innova-
tive potential, improvement of quality production efficiency .

Motives of innovations can be divided on external and internal. The
external concern: market saturation the existing goods, technologies devel-
opment, fitness to structural changes in the industry spheres, menacing to
positions of firm to politician of competitors, necessity of smoothing of tac-
tical fluctuations, changes in advantages of consumers etc. Internal are as-
piration to increase sale growth, a market share and final profit, to improve
competitiveness of goods in the market, to reduce the risk connected with
limited commodity assortment, to find exit ways on the new market for
firm, etc

In pharmaceutical branch of an innovation with technological advan-
tage provide creation of essentially new preparations, medicinal forms,
doses, change of physical properties of a preparation on a level of produc-
tion, use of a new component of medicines, etc.

Marketing orientation of innovations mentions basically variants of
management, sale, communications as components of process of commer-
cial realisation of a product, for example: presentation of the new medici-
nal form of preparation, new form of trade, a new kind of advertising, new
sphere of application of traditional preparation, a new segment of the mar-
ket for which the goods are adapted, etc.

Questions for out-of-class work

1. Give the definition of goods.

2. How can goods be classified?

3. Define the consumer value of goods.

4. List the consumer properties of goods.

5. What consumer properties are defined suitability of a medical product
to application ?

6. Specify and open an essence of key factors of market success.

7. Give the definition of product life cycle .

8. Specify and characterise the basic phases (stage) of product life cycle.

9. What dose positioning of goods mean?

10. Name criteria of positioning of medical products.
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11. Define the competitiveness of goods.

12. What components are covered by competitiveness of the goods?

13. What components are contained by quality of the goods as the basic
component of competitiveness?

14. What basic condition of competitiveness of the goods?

15. Specify the basic comparative parameters of competitiveness of medi-
cal products.

16. Give the definition of marketing strateqy of firm.

17. Characterise base strategy of coverage of the market.

18. What groups of goods share by matrix BCG ?

19. What features of model "appeal-competitiveness"?

20. How can be marketing strategies depending on a market situation
and a firm condition classified?

21. Under what conditions marketing strateqgy of firm can be changed?

22. What are problems of assortment policy of enterprises?

23. What is the commodity assortment and what its basic characteristics?

24. How the concept of the commodity nomenclature differs?

25. In what directions the analysis of commodity assortment is carried
out?

26. What are criteria of the commodity assortment formation in phar-
macy?

27. Give the definition of commodity policy.

28. What decisions are accepted within the commodity policy?

29. Under what conditions realisation of a commodity policy of firm is
carried out?

30. In what features of formation of a commodity policy of the pharma-
ceutical enterprises consist?

31. What is the commodity mark and what value it has?

32. What kinds of commodity marks allocate?

33. Make definition of a trade mark and its role in formation and support
of image of firm.

34. What functions are carried out by goods packing?

35. Packing of the pharmaceutical goods should answer what require-
ments?

36. What is the corporate style?

37. What functions the label as carries out marks means?

38. What information the label on a medical product should contain?

39. In what the essence of shaped coding as marks means consists?
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40. Make definition of the new goods.

41. What mean by the new goods in marketing system?

42. Characterise the basic stages of process of working out of the new
goods.

43. What can be sources of ideas of creation of the new goods?

44. Into what groups divide medical products from novelty positions?

45. List and open an essence of the basic development cycles of a new
medical product.

46. What procedure for registration of a medical product?

47. Make definition of an innovative policy of firm.

48. Into what groups divide motives of innovations?

49. In what an essence of technological orientation of innovations in
pharmacy?

50. In what consists marketing orientations of innovations in pharmacy?

Tests

1. The pharmaceutical enterprise, which has reached high figures of sales
volumes of production and recognition of buyers, gets the maximum profit at
the following stage of the product life cycle:

A. Decline

B. Introduction

C. Growth

D. Maturity

E. Development

2. What does not belong to the consumer value of medicines as goods?
A. Therapeutic efficiency

B. Conformity of drug quality to certain requirements

C. Safety

D. Profitability

E. Trademark

3. The pharmaceutical firm produces and sells a medicine with a wide
spectrum of action. The product is homogeneous and is offered to the whole
market. What type of the marketing strategy is used by firm?

A. Non-differentiated marketing

B. The strategy of the single-segment

C. The strategy of multiple segmentation

D. Balanced marketing

E. Individual marketing
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4. What of the following factors does not belong to the “key factors of the
market success” of the goods?

A. Individualization of the goods

B “Critical weight of the goods”

C. Variety of the goods

D. Multifunctionality of the goods

E. A technology package

5. The drugstore offers the qualified measurement of the blood pressure to
visitors. What type of the goods does this procedure belong to?

A. A special demand product

B. A short-term product

C. A daily demand product

D. Service

E. A passive demand product

6. The pharmaceutical company produces and sells vitamins differing by a
set of qualitative and quantitative characteristics. What type of the marketing
strategy does the company keep?

A. Non-differentiated marketing

B. The strategy of multiple segmentation

C. The strategy of the single-segment

D. The balanced marketing

E. There is no correct answer

7. A visitor of a drugstore has got a medicine by individual prescription.
What type of the product is it?

A. Preliminary choice product

B. Special demand product

C. Daily demand product

D. The product of passive demand

E. The product for emergencies

8. What statement is not the definition of positioning?

A. Providing the product comparing with the competitors a definite
position at the market and consciousness of target buyers

B. The way of consumers’ estimation of the goods in comparison with
other goods, determination of competitive features of the goods at the market

C. Providing competitive positions for the product at the market and
developing the corresponding marketing mix

D. One of the firm is policy elements considering the product as a
complex in short -, middle - and the long-term period

E. There is no correct answer
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9. The rate of drug realization is used for decision-making when forming
the optimal assortment in the drugstore. What formula is used for calculation?

A. RR=1- Ry
nxa
V_A
B. RR= P
ZVp(B+C)+n
C. RR:M
R, +S+S,
I
D.=RR=_29t
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CHAPTER 6
PRICES, PRICING, THE PRICE POLICY OF
PHARMACEUTICAL ENTERPRISES AND PHARMACIES

The chapter is devoted pricing of the enterprises and strategy of a
price establishment for the goods in the market environment. The pre-
sented materials shine theoretical bases of pricing, function and classifica-
tion of the prices; open supply and demand laws, an order and methods of
pricing depending on factors and market types.

6.1. THEORETICAL BASES OF MARKET PRICING

In the conditions of market relations the important role is played by
the law of cost which is realised through mechanisms of pricing, equation
of a supply and demand. This law serves one of social production regula-
tors, promoting moving of resources from one sector of economy in an-
other and in them. The main line of market pricing consists that real proc-
ess of prices’ formation occurs not in manufacture sphere, and in sphere of
realisation of production, i.e. in the market.

Thus, the price - is an exchange equivalent of cost of the goods or
services in money terms. In a broad sense for the price accept set of all val-
ues which exchange the buyer on possibility to use the goods or service.

The price - a unique component of marketing mix which makes
profit, other components represent expenses. The price also is the most
flexible component of marketing.

The price factor in marketing is one of the main problems that speaks
a number of circumstances:

- the price is the major indicator for the enterprise as its basic func-
tion is maintenance of the income of realisation of the goods;

- all enterprises are compelled to make decision on the prices. Prime
value has an establishment of the prices in such cases: when the enterprise
establishes the price for the first time (at release of the new goods, forma-
tion of marketing channels, at an entry on new segments of the market); in
connection with change of some circumstances (structure of expenses,
market condition, character of competition, etc.); at change of the prices by
competitors;
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- in a number of branches pricing plays a main role in the marketing
program, and also is object of direct influence of the legislation and the
state bodies.

Price represents the value of a drug product for both the buyer and
the seller. Price has several functions:

1. Registration. The registration function of price is the means of the
account of the cost indexes: the volume of the commodity circulation, the
volume of the commodity stocks, arrival of goods, profitability.

2. Stimulating. This function is expressed in stimulating influence on
manufacture and consumers.

3. Distributive. This function provides distribution of the national in-
come between various branches of economy, regions of the country, differ-
ent social groups.

4. The function of balancing the supply and demand. Through the
prices communication between manufacture and consumption, supply and
demand is carried out.

5. The function of price as criterion of the rational manufacture ac-
commodation. This function shows that with the help of the mechanism of
the prices transferring the capital from one sector of economy into another
one, where the rate of return is higher, is carried out.

6.2. PRICES CLASSIFICATION

In the free market conditions relation of the seller and the buyer de-
velop naturally and are regulated by nobody. Results of mutual relations
are reflected in market prices.

The market price - is the actual price which is defined according to
a supply and demand of the goods. Depending on purchase and sale of the
goods and services different kinds of the prices which can be classified on
separate basic groups are established.

1. On degree of the state influence on pricing allocate:

1.1. Free prices. They are formed depending on a condition of market
conductor and established without the state intervention - on the basis of the
free arrangement of the seller and the buyer. The state bodies, not accepting
participation in formation of free prices, carry out control functions.

1.2. Controlled prices. For separate groups of the goods the state es-
tablishes the top border of price, to exceed which it is forbidden. In the condi-
tions of market economy such management of the prices concerns the vital
goods and services (medical products, strategic raw materials, energy carri-
ers, public transport, consumer products of the first necessity).
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1.3. The fixed prices. The state bodies fix such prices in planned or
other documents. Neither manufacturers, nor sellers have no right them to
change.

2. Depending on forms and spheres of trade price share on such
kinds:

2.1. Wholesale prices (enterprise wholesale prices, wholesale cost
prices of the industry. Wholesale prices are prices on which production of
the enterprises is realised and bought, firms and the organisations irre-
spective of patterns of ownership as the wholesale reference.

2.2. Retail prices. Retail prices are prices on which the goods are re-
alised to the population, to the enterprises and the organisations.

2.3. Tariffs. Tariffs for services are prices (quotation) which define
level of payment of municipal and household services.

3. Auction and stock quotes are prices formed on corresponding
kinds of the markets which concern type of the free market.

3.1. The auction price - is the direct price of the goods sold at auc-
tion. It can essentially differ from a market price (more often - towards in-
crease) as displays unique both rare properties and signs of the goods and
appreciably depends on skill of the person which spends auction.

3.2. The stock quote - is the price for the goods, securities and the ser-
vices realised as exchange trade which is formed on the basis of a supply and
demand. As a rule, at stock exchanges a standard consignment of goods de-
fined grades which make approximately 10 % of urgent (future) agreements
is on sale and bought without the previous review, unlike auction.

4. The world market prices are prices which were actually estab-
lished on the goods of the given group in the world market and recognised
as the international trade organisations for the certain period.

Thus, it is possible to assert, that the price level in certain degree de-
pends on the buyer. For the seller possibility in sphere of working out of
price actions in marketing system are a little limited (Fig. 6.1).

As it has been specified above, a market price more than full ex-
penses, however happen situations when the market price will be lower,
than a component of all expenses. The top border of a market price is de-
fined by presence of unique qualities of the concrete goods which distin-
guish it from the goods-analogues of firms-competitors.
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Figure 6.1 - The price structure

The difference between the top and bottom border of a market price
forms an interval - «marketing space», limiting freedom of action of firm
concerning definition of level of the established prices. Formation of the
price of the goods within this space depends both on the market as a
whole, and from the purposes of the marketing program of firm and a state
policy in sphere of the prices in general.

6.3. PRICING FACTORS

The decisions accepted by the enterprise in sphere of pricing, are
subject to influence of internal and external factors (Fig. 6.2). To the inter-
nal factors influencing pricing, concern: the marketing purposes of firm,
marketing strategy, expenses and a stage of product life cycle.

Determining of price for the goods depends on its positioning in the
market and sale strategy. Thus marketing main objectives can be:

- maintenance of a survival of firm - matters in that case when goods
super manufacture is observed, the competition or change of, the competi-
tion or change of requirements of consumers becomes aggravated. For the
purpose of increase in demand the enterprise usually reduces the price,
but such measure can be short;

- maximization of profit on realization of all nomenclature of the
goods;
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- a gain of a certain market share . Sometimes the enterprises (firm)
aspire to maximisation of market share and considerably reduce the prices,
believing, that it guarantees the minimum expenses and the maximum
profit in long prospect;

- leadership achievement on indicators of quality of the goods - pro-
vides an establishment of the high price;

- increase of reputation of the manufacturer among distributors;

- penetration on new, including the foreign markets, etc.

Stage of product life cycle

Expenses

Internal

Marketing strategy

Marketing purposes

Pricing factors

Competitors

Intermediaries

External

State regulation

Consumers

Figure 6.2 - Pricing factors

As a whole pricing has important role in achievement of the time or
perspective purposes of enterprise.

Marketing strategy of the enterprise influences pricing as an ele-
ment of all marketing complex. Therefore decisions under the prices
should be co-ordinated with decisions on goods positioning, trade channels
and advancement methods. Change of marketing complex any of compo-
nents demands revision of a price policy of the enterprise.

Expenses for production serve as the basic terminator of a floor
price. The enterprise aspires to establish such price to cover expenses for
manufacture, realisation and a complex of actions for goods advancement
and also to receive sufficient profit to compensate expenses and risk.
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Pricing depends also on stage of product life cycle. So, at an intro-
duction stage on the market one of two price strategy can be used:

- “skimmed of cream” (for example, a medical product viagra);

- “penetration on the market” - an establishment of extremely low
price (for example, the Japanese printers owing to such pricing in the mar-
ket of the USA have occupied more than 75 %).

At a growth stage - there are competitors, but also there is a possibil-
ity of price manoeuvring as a result of sales volume growth.

At a maturity stage there comes an undesirable competition. The es-
tablishment of a real price demands exact definition of the moment of
achievement by the maturity goods.

At occurrence of signs of recession can become necessary:

- price increase (especially at inelastic demand) for short-term in-
crease in profitableness before definitive removal of the goods and for in-
demnification of expenses for working out and deducing on the market of
new generation of the goods;

- price fall (even below cost) to draw attention of buyers to accompa-
nying goods.

Among the external factors influencing pricing, consumers, state regu-
lation of prices, participants of trade channels (intermediaries) and com-
petitors are allocated.

The first factor - consumers of the goods essentially influence deci-
sion-making concerning the prices. Thus between the prices and quantity
of the purchases made under these prices, it is possible to explain interre-
lation two economic principles:

- the law of demand and price elasticity of demand;

- segmentation of the markets, when reaction of buyers of different
segments of the market to the price the unequal.

The second external factor influencing a price level, — state regula-
tion. Degree, forms and scales of the state intervention in pricing depend
on level of economic development of the country, inflation, monopolisation
and a competition, relative density of public sector, etc.

State intervention in pricing process is carried out by: restrictions of
level of the price; introductions of tax payments for the purpose of with-
drawal of a part of incomes at manufacturers and consumers; the state
support of the prices by means of grants manufacturers or grants to con-
sumers.
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Are allocated direct and indirect (indirect) state regulation of the
prices. Methods of direct price control are:

- an establishment of the fixed (firm) prices for the major goods and
services;

- application of the limiting prices or limiting factors of their excess;

- declaring of change of the price;

- blocking of the prices for the certain period;

- introduction of marginal levels of posrednichesko-marketing and
trading extra charges (margins);

- the conclusion of contracts on the prices between the state and the
enterprise.

Indirect (indirect) methods of state regulation prevail in the mature
market and with their help the state regulates behaviour of the subjects par-
ticipating in process of pricing. Indirect methods of price control concern:

- use of limiting specifications of profitability;

- change of levels and differentiation of rates of commodity taxes;

- the preferential taxation and crediting;

- differentiation of rates of import duties.

Realisation of the state price policy is based on the control over ob-
servance of discipline of the prices which is carried out by system of special
bodies.

Following factor is participants of trade channels. All participants of
distribution channels - from the manufacturer to wholesale and retail trade
play the important role in a price establishment, pursuing thus such aims:

- increase in volume of realisation;

- reception of a sufficient part of profit;

- creation of corresponding image;

- maintenance of repeated purchases;

- achievement specially objects in view.

The manufacturer influences the goods prices, using system exclusive
distribution or minimising sale through retail trade when the goods are on
sale for reduced prices. The manufacturer opens own retail shops, delivers
the goods on a consignment basis, provides a sufficient part of profit for
participants of distribution channels . As a rule, it is carried out by means
of working out well-known within the limits of all country of trade marks
to which buyers feel favour and for which are ready to pay any price.

Wholesale or retail trade achieve more influence in pricing, underlin-
ing the manufacturer the importance as consumers (buyers) of the goods;
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associate growth of profit with the most successful modern form of sale;
refuse realisation of unprofitable production; realise the goods of firms-
competitors, thereby declining the buyer to the seller, instead of to the
manufacturer.

The fourth external factor which in certain degree influences price
level, — a competition. As a rule, studying influence of the given factor, ex-
perts in marketing analyze the competitive environment in which the firm
carries out the activity. Economists distinguish four types of the market,
certain principles of pricing are inherent in each of which. They are pure
competition, monopolistic competition, oligopoly, and monopoly.

Pure competition is a market situation, in which there are many
small buyers and sellers with complete market information each. No single
buyer or seller controls market demand, market supply, or price. The
product is homogeneous, i.e. each seller markets the same product. It is
easy to enter or leave this type of market. Pure competition is rarely, if
ever, attained in the real world. It is a theoretical concept, an ideal. Some-
thing close to pure competition is often found in the marketing of agricul-
tural products such as cereal grains or fresh fruits and vegetables.

In a market situation of monopolistic competition there are also
many buyers and sellers, but they lack complete market information. Each
seller is attempting to gain a differential advantage over its competitors.
This advantage may be in the differences of the product, its brand or pack-
aging, the distribution system, promotional appeals, or customer services.
The idea is to get the buyer to perceive an attractive difference in what this
seller is offering and, therefore, select this particular seller's product.

An oligopoly is a market structure wherein only a few large sellers,
marketing essentially similar products, account for all or almost all of an
industry's sales. Usually the strong competition and/or large initial in-
vestment will make it very difficult for a new firm to enter an oligopoly.

When planning its marketing strategies, each seller must consider the
possible reactions of the few competitors. For example, all sellers tend to
charge the same price. If one firm raises its price, its sales drop off consid-
erably. If a firm cuts its price, all competitors will follow and the new mar-
ket price simply settles at a lower level.

A monopoly is a market structure, in which only one firm is market-
ing a particular product or service, and there are no close substitutes. This
situation is typical, for example, in the gas and electric utilities market in
any given metropolitan area. Because of their unique market positions,
public-utility monopolies are heavily regulated by governmental agencies.
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6.4. DEMAND, SUPPLY AND THE PRICE

Demand - solvent need, i.e. the sum of money which buyers can and
want to pay for the goods (services) necessary to them. Naturally, demand
cannot be identified with need: if the person feels need in something, but it
does not have money he does not own purchasing demand. The size of de-
mand for the goods is defined by influence of such factors (6.1):

Cn =1y, D, Ly, Ly, U 11, 11,), (6.1)
where C) - demand for the goods;
11, - buyer’ needs for the given goods;
D - the consumer income;
1] - the price for these goods;
1]} - the goods-analogue price;
[]? - the price for the additional goods;
11, - purchasing capacity of the consumer;
I1,, - opinion of the consumer concerning prospects of its economic

well-being.

The demand law shows communication between the prices and
quantity of the goods which can be got under each price. It testifies that
under other equal conditions on the low price really to sell more goods,
than on the high. This interrelation is represented in the form of the curve
of demand resulted on Fig. 6.3.
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Figure 6.3 - The curve of demand
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The demand curve shows, that:

- with low price goods can get more buyers, because the low prices
induce many buyers to prefer these goods before others;

- if the prices of goods will be high, the certain quantity of buyers will
refuse purchase, i.e. lower price, it is more demand.

Thus, the demand law reflects such functional dependence of demand
from the price: D = f_(P)

It means, that between price and quantity of goods inversely propor-
tional dependence, i.e. the above the price is established, the will be less
bought the goods under the given price. The increase in quantity of the
goods on sale causes in turn reduction of price on them.

In the pharmaceutical market very often there is a situation when
under certain conditions demand a separate medicine can change, while
the price remains to a constant. The similar situation occurs in such cases:

- when on the market there are analogues of medical products. Fluc-
tuation of the prices for separate preparations causes changes in demand
for them or their analogues;

- when there is a real increase of consumers’ incomes, that at once in-
fluences demand for those medical products which use “respect” at doctors
or “fashion” at consumers;

- when preparations are advertised by mass media, especially during
seasonal diseases;

- when the increase in the prices on the medicines requiring the addi-
tional use of other medical products, except reduction in demand is direct
on this pharmacological group, causes reduction in demand for additional
medical products (for example, increase in the price at the medical prod-
ucts strengthening secretary function of kidneys, - causes reduction in de-
mand for additional medical products which contain sodium though the
prices for them remained invariable).

Degree of quantitative change of demand in reply to change of the
prices is characterised by elasticity or inelasticity of demand. It is neces-
sary to understand degree of change of demand as elasticity of demand de-
pending on dynamics of the prices. As a measure of such change the factor
of elasticity of demand (&) which can be calculated by formulas serves
(6.2)-(6.3):

8_D2_D1;P2_Pl
D,+D, P+P’

(6.2)
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(0}
%AP

where D, D, - is the size of demand at the old and new prices;

P,, P,- is the previous and the new price, respectively.
%AG, - % of demand growth;
%AP - % of price decreasing.

Directly volume of demand is defined as (6.4):

where P - the price for a commodity unit; Q - quantity of the sold
goods.

If at a rise in prices an indicator «the demand volume» (V,) falls, it is

considered to be demand for the goods elastic (¢>1). Inelastic demand (
& <1) appears, if the solvent requirement of buyers is tolerant to changes of
the prices. As a rule, the goods of inelastic demand concern: essential
commodities; the goods which absolutely or nearly so have no replace-
ments; rather inexpensive. The demand, which factor of elasticity is
equalled to unit (&=1), is called as unitary. In Fig. 6.4 gruff which show the
considered kinds of elasticity of demand are resulted.
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1 - Perfectly elastic demand; 2 - Elastic demand; 3 - Unitary elasticity of demand; 4 -
Inelastic demand; 5 - Perfectly inelastic demand.

Figure 6.4 - The kinds of elasticity of demand

Consumers of pharmaceutical production, as a rule, co-exist with the market of
medicines through all kinds of demand elasticity. So, for example, elastic demand for a
medicine takes place when little changes in the price lead to the big changes in demand
frameworks. As a rule, this law of demand works for those groups of medicines which
have sufficient depth and width of assortment, i.e. presence of analogues.



122 Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

Inelastic demand - a view of demand for pharmaceutical production from the
point of importance and uniqueness of medical products as goods and existing sharp
necessity of the sick person for purchase realisation.

On separate groups, as wide spectrum of action (analgetics, cardiovascular
preparations, preparations for treatment alimentary system; vitamins, enzymes, etc.),
and specific action (neurotropic, hormonal, somnolent, himio — and X-ray preparation,
etc.) the price will not have essential influence on demand.

Demand for sanitary and hygiene goods, care of patients goods, diapers for chil-
dren and adults, dressing means is formed as unitary as any changes in the prices for
these groups of the goods, as a rule, are compensated by changes in the size of de-
mand more often.

Price elasticity of demand for medical products is influenced by such factors:

1. Presence in the market of medicinal preparations-analogues, i.e. mutual sub-
stitution possibility. Than especially elastic demand more than preparations-substitutes

2. Importance of medical products for the consumer. Owing to the importance of
an original (innovative) medical product demand for it can be inelastic.

3. Relative density of expenses for a medical product in the consumer income —
than it is more, the price elasticity of demand for a preparation is higher.

4. Time factor — the longer the preparation is present in the market, the more
elastically on it demand.

In the mechanism of market balance not less important role is played
by the supply. The supply - is total volume of goods, which sellers are
ready to offer during concrete time, in a concrete place, with the alterna-
tive prices. The supply law characterises such functional dependence of
the offer (S) from the price (P): S = f (P)

Than the price is higher, supply on the goods from sellers increases.
And, on the contrary, at the low price is low supply. The given interrelation
is visually presented on the gruff (Fig. 6.5).

The supply curve shows, how with rises of the price manufacturers
increase production volumes, and, on the contrary, supply from their party
decreases at falling price.

Degree of change of supply volume in reply to price increase is char-
acterised by elasticity of the supply. A measure of this change is the fac-
tor of elasticity of the supply (F: ) which can be calculated by the for-
mula (6.15):

%AV,
E.SS. — %AP )
where %AV, - rises of supply volume in percentage, %AP - a rise in

(6.15)

prices in percentage.
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Figure 6.5 - The supply curve

Elastic supply becomes when its size changes more, than the price.
The size of the supply of the goods is influenced by a number of factors:

- expenses and their derivatives (the cost price, scientific and techni-
cal progress);

- market monopolisation;

- dynamics of the prices for others, including the interchangeable
goods, etc.

In XIX century in the economic theory there was a discussion: that de-
fines market price level — demand or supply; at what level of the price
equivalence of a supply and demand, i.e. a condition of market balance
can be reached.

The point of crossing of curves of a supply and demand characterises
level of the equilibrium price (Fig. 6.6).
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Figure 6.6 — Establishment of equilibrium price
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Point P,on the gruff - the equilibrium price, testifies, that the price

of sellers (on which it is convenient to them to sell) coincides with the
price of buyers (satisfying the last). If to design an equilibrium point on an
axis of abscises the equilibrium quantity (V, ) which characterises quanti-

tative coincidence of a supply and demand will be shown.

The equilibrium price and equilibrium quantity have such properties:

- the optimum quantity of goods, i.e. necessary for consumption is
presented in the market. All expenses on manufacture pay off sale at the
equilibrium price. Thus, the reached balance testifies to the greatest eco-
nomic efficiency of the developed market situation;

- in a balance point the greatest social effect is expressed also. At the
equilibrium price the consumer will get limiting (for its income) quantity
of the goods;

- in the market is not present either surplus of the goods, or defi-
ciency.

Nevertheless outside of the equilibrium price and equilibrium quan-
tity in the market two zones which testify to certain trouble concerning an
economic situation or sellers, or buyers (fig. 6.9 are accurately traced).

Zone D, —P,—S, - is characterised by surplus of the goods: here sup-

ply exceeds demand. Such relative commodity well-being can be result:

- superfluous manufacture of the goods;

- unreasonable "lifting" of the prices;

- low quality of the goods;

- a lack of money at the population.

Reduction of prices (discount the goods, their seasonal sale) can be
an exit from an adverse situation, in particular.

Zone S, — P, —D, - a zone of deficiency of the goods: here demand ex-

ceeds the offer. Such lack of the goods is formed because:

- few goods of the high quality using raised demand are issued;

- the prices it is artificial decrease (below cost or the equilibrium
price), that leads to expansion of consumer demand;

- monetary incomes of the population increase faster, than manufac-
ture extends.

As the approach to regulation of such situation some reduction of
monetary incomes of the population, increase in manufacture of the goods,
best-selling, or increase of retail prices for these goods can serve.



Chapter 6. Prices, pricing, the price policy of pharmaceutical enterprises and pharmacies 125

6.5. ESTABLISHMENT OF THE PRICE FOR THE GOODS

Pricing is carried out by the enterprise according to accepted price
policy and strategy. The price policy is the complex of measures including
determining of the price, extra charges and discounts, conditions of pay-
ment for the goods and services, management of the prices taking into ac-
count preferences and possibilities of consumers on maintenance of profit
of the enterprise-manufacturer or the seller.

Working out of a marketing price policy is preceded by the analysis of
external and internal factors of its formation, in turn, as a part of the price
policy research of consequences of changes of the price depending on a
situation in the market (reaction of buyers and competitors, enterprise ac-
tions in reply to changes of the prices by competitors, etc.) should be pro-
vided.

The making policy of the prices working out of price strategy of the
enterprise is. Pricing strategy are basic directions, actions and the methods
directed on achievement of the purposes of the enterprise, established by a
management.

Pricing - difficult process which it is possible to present in such kind
(Fig. 6.7).

\ 4

Choosing the purpose of pricing

\ 4

Definition of demand

\ 4

The analysis of expenses

The analysis of the competitors prices

\ 4

Stages of pricing
\ 4

Choosing the pricing methods

v

Setting of the final price

\ 4

Adjustment of price

Figure 6.7 - Stages of setting price for goods

Any organisation (firm) should define accurately for itself that wishes to
reach by manoeuvring in prices, what aim of pricings? In the marketing the-
ory and its practical realisation in the form of the certain price policy three
main objectives of pricing have the greatest value: maintenance of a survival
of firm; increase or profit maximisation; market retention (Fig. 6.8).
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Figure 6.8 - The possible purposes of a price policy

It is necessary to underline, that “maintenance of survival (sale)” the
firm chooses the purpose in cases, when:

- price demand of consumers is elastic;

- the firm aspires to reach the maximum growth of a sales volume and
increase in cumulative profit by decrease in the income from a commodity
unit;

- the firm provides, that the increase in volume of realisation will cut
down relative expenses of manufacture and sale;

- the low prices is frighten of competitors;

- there is a big market of consumption.

Other of the possible purposes of a price policy - profit increase, has
such versions:

- establishment by firm of the stable income for some years which
should corresponded to the size of average profit;

- calculation of profit increasing in connection with growth of capital
investments cost;

- aspiration of fast reception of initial profit in cases, if: firm is not as-
sured of favourable development of business; firm does not have enough
money resources.

The purpose which is based on deduction of the market, consists in
preservation by firm: existing position in the market; favourable conditions
for the activity.
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Here the main thing for firm - carefully to watch a situation in the
market, namely: dynamics of the prices, occurrence of the new goods, ac-
tions of competitors.

The purposes of pricing of pharmacies are: image statement; organi-
sation of trade (stimulation of advancement of goods); growth and devel-
opment; reception of optimum profit on the invested capital.

The list of problems is not mutually exclusive. As a rule, at an estab-
lishment of prices for any given moment use their association. In the com-
petition conditions today it is important to remember, that pricing strategy
should be flexible and dynamical, provide different problems for different
types of production, to the extent of necessity it needs to be changed so
that it reflected changes in the general structure of marketing of a drug-
store.

The following stage of establishment of the price - demand defining -
very important and to postpone or exclude it is impossible, as it is practi-
cally impossible to calculate the price without studied demand for the
given goods.

The size of demand for medical products is influenced by different factors
among which it is possible to allocate the main things:

- disease of population;

- needs for medical products;

- presence or absence of analogues;

- competitiveness of medical products;

- the price for a preparation and its analogues;

- popularity of a medical product (including provided with advertising and the
information);

- solvency of consumers of medical products;

- consumer habits.

It is necessary to remember, that demand defines top level of the
price which the firm can establish. Bottom its (prices) level define the gen-
eral expenses (fixed and variables) manufactures. So, the analysis of manu-
facture expenses as a pricing stage - powerful in the general process of es-
tablishment of the price.

Not less important experts in marketing and economists consider
also a stage of pricing which consists in the analysis of the competitors’
prices. Comparative purchases analysis of the prices is carried out, goods
and their quality are for this purpose spent.
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The received information, as a rule, is used by firms as initial for own
purposes of pricing and definition of the place among competitors.

At a stage of method of pricing choice the firm uses one of the strat-
egy based on: expenses; demand; competition.

The strategy of pricing based on expenses, is based on such methods:
cost price plus profit; break-even method - the analysis of break-even and
maintenance of target profit.

The essence cost price plus profit method consists in defining of price
on the basis of base expenses for a commodity unit plus extra charge (mar-
gin) which is covering unconsidered expenses and containing profit.

The basic advantage of this method is simplicity that provides its
popularity. The last speaks a number of the reasons: manufacturers know
more about expenses, than about character of market demand ; buyers
consider its fair as the price is not corrected depending on demand fluctua-
tions; at use of this method of pricing by all enterprises of branch of their
price will be close.

Lack of this pricing method is that it does not reflect current demand
and does not consider consumer properties both the given goods, and its
substitutes. Taking into account advantages and lacks the method is used
in such cases:

- at an establishment of the initial price for essentially new product
when it is impossible to compare it that was issued earlier;

- at an establishment of the price for pre-production models, on
products which are produced under individual orders;

- at definition of the price for the goods, demand on which chronically
exceeds the offer, and also in branches where the majority of the enter-
prises use such method.

The break-even method occupies intermediate position between cost
price plus profit method and market. On the one hand, it is based on the ac-
count of expenses, with another - considers dependence of demand on
price level. This method gives the chance to calculate and receive desirable
profit, realising the goods for a determined price at certain volume of the
realised goods. The method is based on use of the schedule of break-even
(Fig. 6.9).

The break-even point (critical volume of manufacture or sales, a cov-
ering point) - is such sales volume at which the total gain (income) covers
the general expenses. The sales volume exceeding a point of break-even,
will make for the enterprise profit, smaller - losses.
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Figure 6.9 - Break-even point gruff

The critical volume of manufacture (sales) can be calculated by the
formula (6.10):

C..
CV.I. = fixed , (6.10)

pac c veriable 1pac
where C.v.r.- a critical sales volume (packing),
P, .. — the price of sales per unit of production, $;

p
C /

— variable costs per unit of production (average), $;

veriable’ 1pac

Cieq — fixed costs.

The break-even method is expedient for using at reduction of prices
in the market for calculation of the optimum sales volumes providing tar-
get profit, for calculation of efficiency of additional volumes of manufacture
at preservation of the size of fixed expenses.

If aforementioned methods of strategy of the pricing based on ex-
penses, require certain mathematical calculations the strategy of pricing
based on demand, is not limited to them. This strategy is based on percep-
tion clients of value of that they receive, having paid a determined price.

Methods of an establishment of the price with orientation on demand
can be divided on such which lean only against demand, and also for the
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methods simultaneously considering both expenses, and demand. To the
first group of methods carry defining of the price on the basis by buyer’s es-
timation of value of goods (or on the basis of consumer value). The method
is most comprehensible at an establishment of the price for the new goods.
The enterprise using such method, defines criteria of value of the given
goods for the buyer that gives the chance to establish such price on which
it is ready to get the goods. An obligatory condition of application of this
method is presence in the market of the interchangeable goods and them
diversification.

At formation of the initial price the ball estimation (especially when is
absent dependence between qualitative characteristics of the goods and its
price or when it is impossible to transfer consumer properties quantita-
tively) is used by experts. Then value of the goods for consumers is defined
and the certain quantity of points is appropriated to it. On the basis of par-
ity between the prices and ball estimations of the similar goods the cost es-
timation of one point is established. Multiplication of a ball estimation of
the goods to a cost estimation of one point defines a guiding price of the
new goods. The order of pricing on the basis of consumer value judgment
is presented on Fig. 6.10.

Consumer Value Price Costs Product

Figure 6.10 - An order of pricing on the basis
of the consumer values of the goods

Described method is expedient for using at establishment of the price for a
new medical product. As criteria (parameters) of an estimation are therapeutic effi-
ciency, speed of pharmacological effect, safety, a dispensing mode, convenience of
application, cost of a complete course of treatment, etc. As a result of an objective
estimation of value of a medical product the pharmaceutical manufacturer and
wholesale-retail intermediaries serve have real possibility of belief of the consumer
in advantages of a certain medical product even if it is more expensive than the ana-
logues which are present in the market.

The method of pricing considering expenses and demand, often name
based on real cost. It consists that the reasonable combination of quality
and ought care with comprehensible price is offered to consumers.
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The pricing dependent on a competition, promotes an establishment of
the prices:

- above market, providing, that higher price means higher quality,
prestige or the best placing of the seller;

- below market, which purpose - increase in volume of realisation
compared with competitors;

- at market level , i.e. on a price level of competitors.

The most widespread methods of an establishment of the prices with
orientation to a competition it is possible to carry a pricing to at level of the
current prices («followings for the leader») and a method of tender pricing.

At formation of the prices by a method of the current prices the enter-
prise basically is guided by the prices of the main competitors in the mar-
ket, not paying attention to own expenses and demand. The price for the
new goods in that case can differ from the prices of the leader, but only in
the certain limits caused by distinctions in qualitative characteristics of the
goods.

The method of tender pricing (establishment of the price on the basis
of the current auctions) or a method of the sealed envelope is used, when
firms take part in competition on contract reception. The firm, wishing to
take part in the auctions, submits to tender committee economically
proved offer under the price. In this case demand and own expenses of firm
leave on the second plan, and are guided by basis prices which competitors
can offer. Offering the price, the firm aspires to establish it on level more
low, than at competitors, but not below own expenses. An optimum sug-
gested price is that which will give the most expected profit.

In pharmacy described method is used at tenders for purchases of the vital
medical products (for example, against cancer, antidiabet), for the subsequent sailing
of preparations to patient, and also preferential and free medicinal maintenance, etc.

The great value has defining of the price for the new goods, de-
pending on novelty degree. So, for the innovative goods can be used: strat-
egy of "skim of the cream» - it is established the high price at a high level of
demand and with considerable barriers to an entry of other firms; strategy
of deep penetration on the market when the low price promotes a gain of a
considerable share of the market and favour of consumers, to creation of
entrance barriers to competitors; parity strategy at which the price is es-



132 Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

tablished at level of the basic competitors (is used this approach at goods
deducing on already established markets).

Feature of pricing on new medical products that at their positioning are allo-
cated treatment consequences, possible definitive result and its difference from the
results reached by preparations of competitors.

Studying of influence of a new medical product on cost of treatment of dis-
ease, comparison of its clinical and economic value is important also. The possible
sums of economy of money resources can serve as a reference point for definition
of the price and its as much as possible reasonable size.

At the pricing final stage - an establishment of the final price - ex-
perts should pay attention to such conditions:

- the price should consider psychological perception the buyer of the
goods of firm;

- for many consumers the unique information on quality of the goods
contains in the price;

- at buyers liking to not approximated prices prevail;

- the appointed price, it is necessary to check on conformity to a price
image of firm and the carried out price policy;

- itis necessary to predict reaction of competitors on the offered price.

In practice the stage of an establishment of the final price is not final
as the market and sale level are influenced by many factors which con-
stantly change and thereof the firm has a necessity of management of the
prices or updating.

The main tools of management of the prices are:

- entering of respective alterations into the price-list;

- contracts;

- system of discounts which is presented: trade discount; quantity
discount; cash discount; seasonal discount; geographical discount.

Quite often the enterprises adjust the prices, considering distinctions
in characteristics of consumers, goods, arrangements, time. The price dif-
ferentiation provides sale of the same goods to different categories of con-
sumers with the different prices; as the goods — on different variants of the
goods establish the different prices, but this difference is not based on dif-
ferences in expenses; the price differentiation on an arrangement testifies
that in different regions on the same goods the different prices are estab-
lished; at price differentiation on price time change depending on a season,
month, day of week and even time of days.
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Using for updating of the prices pricing taking into account psychology
of the consumer, the enterprise consider not only economic aspects of the
price, but also consumer psychology (for example, interrelation between
perception of the price and quality orientation of buyers to the prices-
standards).

Pricing for the purpose of sale stimulation is possible, when the enter-
prises establish on the goods the low prices (sometimes using the seasonal or
special prices), discounts at calculations for cash, free warranty service, etc.

One of ways of updating of the prices is appointment of the prices by a
geographical principle at which the price is established above proportional
remoteness of the buyer from firm-supplier.

Principles of development of pharmacies’ economic activities depend on forms
of the organization of the medical and pharmaceuticals care and are in direct depend-
ence on a political and social country organization. Last year’s scientists of the majority
countries of the world, and also the World health organization find out the big interest
to studying of theoretical and practical questions of economy of pharmacy, including a
pricing policy on medical products.

The retail price for medical products in different foreign countries is similar on
the structure and contains such elements:

- cost of manufacture of a medicine — 45-50 %;

- tax on turnover — 5-6 %;

- pharmacy statetax — 8-9 %;

- deductions to wholesale trade — 8-10 %

- drugstore profit — 30 %.

Considerable profitability, to 30 %, a drugstore individual preparation of medi-
cines as level of trading extra charges on this group of medicines reaches in some coun-
tries 80 % brings. Besides, despite the big assortment of ready made medical products,
the population highly appreciates (from this point of view «trust to a medical product»)
and actively orders in drugstores extempore forms. Therefore at rather low level of an
individual compounding —to 5 %, drugstores receive considerable profit at its manufac-
turing as owing to high trading extra charges and because in all foreign countries for
manufacturing of medicines the certain payment undertakes.

The great value in a pharmaceutical industry of the countries with the developed
market economy is given to management of the prices. Process has two forms:

- state regulation of the prices for stages of manufacture of a substance and
ready made medical products. Such regulation demands the control over the prices on
which pharmaceutical preparations on sale;

- negotiations on the prices between the basic consumers and the separate
pharmaceutical companies. The role of this kind of management depends on a share
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state or others (on a pattern of ownership) the organisations-buyers in the general
market.

In many European countries there is a system of state regulation of the prices,
the regular publication of the statistical information on the prices, their level and dy-
namics is adjusted.

In the EU countries relative regulation of the market is reached by means of bal-
ance maintenance between a supply and demand and regulations of market prices by
their maintenance in certain limits. The basic prices for the basic size and base quantity
of production are fixed. They are published in price-lists of leading monopolies with in-
structions of extra charges and discounts from the basic prices. The actual prices are
established by firms on the basis of these price-lists with a deviation no more than 5 %.

The price level on medical products is influenced by a number of factors among
which dominating are efficiency of preparation, advantages in comparison with ana-
logues, popularity in the market and among doctors, and then — expenses and com-
plexity of technology. As a rule, the prices for original medical products many times
over exceed actual production costs.

In connection with shortage of funds of social insurance in the majority of foreign
countries last years the tendency to stimulation of consumption of the medicinal
preparations-generiks conceding under the price to innovative (original) preparations
of known trademarks develops.

Main principles in definition of the prices for medical products in the EU coun-
tries recognise realness and publicity of the prices. Definition of the price for a medical
product should be based on real cost with use of a public method of calculation of the
prices that allows the competent authorised bodies to spend an estimation of compo-
nents of the price on new medicinal preparation.

Practically in all EU countries the control over pricing on medical products is car-
ried out. For example, the prices for medical products in France, Belgium, Italy are rig-
idly regulated and supervised. The same system exists in Japan, India and China. In
these countries the price for medicines rather low, and average consumption high.

In such countries as USA, Great Britain, Holland, Germany, Denmark exists free
pricing under the influence of a parity between supply and demand. As a result — the
prices for medicines high and consumption is limited.

Questions for out-of-class work

1. Give the characteristic of the price from marketing positions.

2. Name the basic functions of the price.

3. What is the registration function of the price?

4. How stimulating function of the price influences manufacture and con-
sumption?

5. Explain the state scale of distributive function of the price.
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6. How price function - balance of supply and demand - does carries out
communication between manufacture and consumption?

7. Prove practical value of such function of the price, as criterion of rational
placing of manufacture.

8. Give definition of concept "market price".

9. On what groups it is possible to classify the prices taking into account
ways of their regulation?

10. What kinds of the prices depending on the form and trade sphere are
share?

11. Prove wholesale price components.

12. Name components of sale (wholesale) price of the industry.

13. Give the list of structure of a retail price elements.

14. Give characteristics auction, exchange, the world market prices.

15. Name the factors influencing pricing.

16. Open an essence of the factor "expense" of pricing .

17. List marketing main objectives at definition of the prices.

18. How stages of product life cycle does influence pricing?

19. What value of consumers as the price factor?

20. What are applied methods of state regulation of the prices?

21. What specificity of state regulation of the prices on pharmaceuticals?

22. How participants of trade channels are influence on the prices?

23. What influence is rendered by the competitive environment on the
prices?

24. What types of markets defining strateqy of pricing of the enterprise are
distinguish ?

25. Explain differences between price and not price competition.

26. Open an essence of the demand law.

27. Result the formula of calculation of demand elasticity factor.

28. Name the factors influencing elasticity of demand for medical products.

29. Prove the offer law as functional dependence of the offer on the price.

30. Present the formula of calculation of factor of elasticity of the offer.

31. Give characteristics of concepts «the equilibrium price», «equilibrium
quantity».

32. What itself the price policy of the enterprise represents?

33. What is the price strateqy?

34. Name the basic stages of pricing.

35. What purposes of a price policy happen?

36. What features of problems of pricing of the chemist's enterprises?

37. Characterise cost plus profit pricing method.



136 Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

38. What essence of break-even method?

39. What methods are included strateqy of pricing which based on demand?

40. What methods of an establishment of the price at strateqgy of pricing with
orientation to a competition?

41. What essence of a method of tender pricing?

42. What features of definition of the price for the new goods, including on
new medical products?

43. Give the list of the basic tools of management of the prices.

44. What means of updating of the prices can be used the enterprise?

45. What features of pricing on medical products in foreign countries?

Tests

1. Which function of the price provides distribution of the national income
between various branches of economy, regions of the country, different social
groups?

A. The registration one

B. The stimulating one

C. The distributive one

D. The function of balancing the supply and demand

E. The function of the price as a criterion of the rational manufacture
arrangement

2. The price on the products of the company fixed with the help of graph,
which shows the gross expenses and total returns (income) for different levels of
sales. Which method is used?

A. The cost-plus pricing

B. The break-even method

C. The competition-based pricing

D. The method of pricing with orientation on demand

E. The tender pricing method

3. The market is characterized by such conditions as the presence of a
large number of buyers and sellers that do not affect the level of current prices,
the presence of homogeneous and interchangeable competing products, the lack
of price controls. Indicate the type of the market:

A. The monopoly.

B. The monopolistic competition.

C. The oligopoly.

D. The pure competition

E. There is no correct answer
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4. The pharmaceutical company enters the market with a new medicine
with the price that is significantly higher than those of competitors. What
pricing strategy does the company follow?

A. The strategy "following the leader”

B. Price discrimination

C. Skimming pricing

D. Dumping

E. The price differentiation

5. The state has set the upper limits of prices for drugs by restricting trade
allowances in the structure of retail prices. Which type of the price does it
correspond to?

A. State

B. Adjustable

C. Free

D. Contractual or contract

E. All answers are correct

6. The market is characterized by a large number of buyers and sellers of
a particular type of goods. None of them has a significant impact on the level of
current prices. It is the market of:

A. The monopolistic competition

B. Pure free competition

C. The oligopolistic competition

D. Monopoly

E. All answer are correct

7. The graph of “demand - price” looks like a horizontal line (taking into
account the fact that the values of the volume of sales are in the axis x, and the
prices on the axis y). What kind of demand is it?

A. The elastic demand

B. Perfectly elastic demand

C. Inelastic demand

D. Perfectly inelastic demand

E. Unitary elasticity of demand

8. What does not belong to the stages of the process of pricing?
A. Choosing the purpose of pricing

B. Determination of demand

C. Analysis of expenses

D. Determination of the product life cycle

E. Analysis of the competitors prices
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9. The foreign producer of the goods sets prices below the basic cost to
eliminate competitors. This practice is known as...

A. Discriminatory prices

B. Differential prices

C. Dumping prices

D. Free price

E. There is no correct answer.

10. The enterprise has fixed the price for its goods by charging margins
(allowances) to the cost of the goods. Which pricing method is used in this case?
A. The cost-plus pricing

B. The break-even method

C. The competition-based pricing

D. The method of pricing with orientation on demand
E. The method of tender pricing
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CHAPTER 7
PHARMACEUTICAL SALES UP COMPANIES

This chapter describes general issues of sale of goods, its role in the
firm's marketing programs. The theoretical and practical material on the
organization of distribution channels, the use of methods and systems sales
in the distribution of pharmaceutical products. From the standpoint of the
current state of the pharmaceutical sector and the pharmaceutical market
of Ukraine with the characteristics of the structural elements of the mar-
keting of pharmaceutical products, their functions and activities, the char-
acteristics of wholesale and retail trade of medicines and pharmaceutical
logistics.

7.1. THE CONCEPT OF MARKETING. SALES POLICY VENTURES

The main content of the principle of marketing is customer satisfac-
tion, provides not only the production of necessary goods, but also to bring
these products to consumers convenient way, in a convenient place and at
a convenient time. This contributes to the achievement of sales.

Distribution an activity of company to plan, organize and control the
physical movement of materials and finished products from their place of
manufacture to point of use in order to meet consumer needs and to obtain
firm profits. It is carried in the distribution policy.

The existence and development of marketing activities caused by a
number of causes:

1. The need is distribution system which brings the goods to the con-
sumer, making it more accessible.

2. Fighting for the buyer's money is expanding distribution network,
bringing it closer to the consumer and creating maximum comfort for him
during and after the purchase, the company reaches a certain competitive
advantage.

3. Rationalization of production processes associated with the fact that
the distribution network takes over part of the finishing operations of the
production process (sorting, packing and wrapping, etc.), which efficiently
perform on the stage of pre-sales service.
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4. Problems of effectiveness of market behaviour and development firm.
This means that the study of consumer behaviour, their relationship to the
product in order to further meet the needs of efficient conduct where cus-
tomers directly confronted with the goods, i.e. in system sales.

Tasks of distribution policy can be divided into strategic and tactical
(Table 7.1).

Table 7.1 - Tasks of distribution policy

STRATEGIC TASKS TACTICAL TASKS

1. Planning (forecast) future 1. Operation with existing customers and

distribution channels attract new ones

2. Selection of systems and 2. Search and selection of commercial offers

methods of marketing and related | for the supply of goods

types of channels 3. Organization of orders, including the

3. Routing of sales transportation of freight and cargo handling

4. Establish a network of operations

wholesale and retail outlets, 4. Ensuring the effectiveness of marketing

warehouses, showrooms, etc. 5. Check the availability of inventory and
other logistics
6. Develop methods of sales promotion,
including how to motivate participants in a
distribution channel, etc.

7.2. CHANNELS, THEIR FUNCTION AND STRUCTURE

Functions of distribution are carried out through distribution chan-
nels. Distribution channel (distribution) a set of firms or individuals
who take for themselves or someone else to help pass the ownership of a
particular product or service on their way from producer to consumer. Dif-
ferently participants can called distribution channel intermediaries.

Marketing channels perform several functions that contribute to the
successful implementation of marketing programs of the company. They are:

1. Reporting - collecting and processing information obtained
through market research and for planning and organization processes of
distribution of goods.

2. Promotion - the development and distribution by means of market-
ing communication of information about products to attract buyers.

3. Establish contacts and negotiations - establishing and maintaining
relationships with potential buyers, an agreement on prices, volumes and
terms of delivery




Chapter 7. Pharmaceutical sales up companies 141

4. Ordering - the conclusion of contracts with other members of dis-
tribution channel to purchase products by manufacturer, monitor their im-
plementation.

5. Adapt products to customer requirements - production, sorting,
packing and wrapping, assembling products, after sales service.

6. Physical movement of goods - the organization of transportation
and warehousing.

7. Financing - search and distribution of the funds needed to cover
the operating cost of the distribution channel.

8. Risk-taking - the responsibility for all processes in the channel of
distribution.

All functions can be conditionally grouped into three groups: related
agreements; logistics; serving.

Given this, it should be noted that the choice of distribution channels
is a difficult management decision, as the selected channels will directly af-
fect on the effectiveness of all other solutions in the field of marketing.

The choice of distribution channel also depends on the costs and
profits. If a company fully takes over the functions of marketing, then it is
itself covers the costs involved, but all profits will belong to it. In the case of
external channels both costs and benefits are distributed among all par-
ticipants in a distribution channel. Therefore, companies need to assess the
potential benefits and choose the alternative.

Depending on their functions and the number of intermediary distri-
bution channels can be simple or complex level structure.

The level of sales channel is any intermediary that performs a par-
ticular work on the approximation of the goods and property rights to it to
the final consumer.

In the modern theory and practice of marketing channels differ:

- zero, or a direct marketing channel, consisting of producer and con-
sumer, to whom he directly sells goods;

- one level, including a mediator. In consumer markets, it often acts as
an intermediary retailer, and the goods for production purposes markets is
a sales agent or broker;

- two level - include two mediators. In the markets of consumer goods
is a wholesale and retail traders, and in the markets goods for production
purposes distributor and dealers;

- three level - including the three mediators, respectively, between
wholesale and retail traders may be small wholesale trader.
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There are channels with a lot of levels, but they occur less frequently.
In addition, manufacturers believe that the longer sales channel, the less
ability to effectively control it.

In the figure 7.1 shown the most typical for level structure distribution channels
of pharmaceutical products.

The structure of the channels of pharmaceutical products due to the specificity
of drugs as a commodity. Because the drugs are divided into the prescription, which
can be obtained only by prescription, and therefore treatment should take place under
the supervision of a physician (outpatient or inpatient), and non-prescription, which
can be freely bought in pharmacies and used for self-treatment, the direct (end-) con-
sumers can be considered as the patient, who buys the drug at the pharmacy and the
facility, which procures drugs for use in its activities with the aim of providing medical
care to the population.

Zero level channels is possible in case of sale of drugs to hospitals pharmaceutical
company, but realized that such agreement, the order must be quite large. Nowadays
this method of distribution cannot be called common, because, first, the manufacturer
is easier to use an intermediary for the sale of large quantities of products, and sec-
ondly, the limited budget does not allow hospitals to form large orders. Recently, a
number of pharmaceutical companies of Ukraine opted for a proprietary pharmacy,
which makes it more accessible to a specific range of medications.

Distribution channel with one level is used more often, and acts as an intermedi-
ary pharmacy.

The most common way of pharmaceutical products in Ukraine is a distribution
channel that includes two or three intermediaries. Among them, one or two wholesale
and retail one.

With the structure of distribution channels are directly related to
concepts such as length and width of the channel.

The length of the channel is characterized by a number of interme-
diate levels that make it up.

The channel width is determined by the number of independent
members on an individual level (step) value chain.

The decision on the length and width of the channel depends on the
nature of the product and distribution channel usage.

Typically, the channels of capital goods are distinguished smaller
number of intermediaries in general and in the value chain at every level
than the distribution channels of consumer goods. Are also shorter and
channels of distribution services, which due to their intangible nature,
which requires direct contact of the consumer and service provider.
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ZERO LEVEL CHANNELS
Producer of pharmaceutical products Consumer (health care facilities,
—-pharmaceutical companies, firms, ——» inpatient and outpatient patients,
pharmaceutical factories other people)

ONE-LEVEL CHANNELS

Producer of Pharmacy Consumer
. —
pharmaceutical products

Producer of Pharmacy in Consumer (health care
pharmaceutical products hospital facilities, inpatients)

TWO-LEVEL CHANNELS

Producer of Wholesale Pharmacy Consumer
pharmaceutical products — intermediary of —» — (outpatients, other
the national level people)

THREE-LEVEL CHANNELS

Producer of Wholesale Wholesale Pharmacy Consumer

pharmaceutical __, interm(.ediary of intermedi.ary N N (outpatients,

products the national level, of the regional other people)
the importer level

Figure 7.1 - Channels of distribution of pharmaceutical products

Selecting the number of intermediaries at each level of distribution
channel is based on one of three approaches to determining the degree of
intensity of use of the channel.

Intensive distribution - is provided for goods of daily demand and re-
quires a large number of wholesalers and retailers. The purpose of the com-
pany is in finding wide market coverage and getting high profits by quickly
selling the goods.

Distribution of the rights of exclusivity (exclusive) is when a limited
number of wholesalers and retailers are granted the exclusive right to sell the
goods within the firm's sales territories. This approach promotes responsible
mediator, as well as an image in the eyes of the consumer product that allows
you to make it higher margins and thus obtain a significant profit.

Selective distribution or targeted distribution - is the average be-
tween the previous two. In this case, the number of intermediaries involved
more than one but less than the total number of available take the sale of
goods. This allows us to establish of business relationship with specially se-
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lected intermediaries and expect from them efforts respect sales at a level
above the average, to achieve the required coverage of the market with more
stringent control and cost less than in the case of intensive marketing.

Pharmaceutical manufacturers are choosing distribution channels accordingly to
one or another approach to the distribution. So, Ukrainian producers are using all pos-
sible channels, i.e. intensive approach to the allocation for the broadest representation
of their products. However, this approach is acceptable to producers of OTC drugs, and
to some extent this parapharmaceutical goods, because there are regulatory restric-
tions on the implementation of the prescription drugs from the pharmacy items and
pharmacy kiosks. Intensive distribution of medicines is carried out in Ukraine, for ex-
ample, JSC “Pharmaceutical company “Darnitsa”, “Pharmaceutical company “Zdorove”,
Corporation “Arterium” (in five key segments of the OTC, dermatology, neurology, car-
diology, for the treatment of diseases of the digestive system and antibacterial drugs
had in 2006, 87% of income), foreign companies-GlaxoSmithKline, Bristol-Myers Sguibb
(UPSA), Asta Medica, Gedeon Richter, KRKA, LEK, and other foreign manufacturers, im-
porting their products adhere to a selective approach when choosing a wholesale in-
termediaries, giving priority to certain partners is a major wholesale distribution com-
pany based on long-term agreements on the joint introduction of products on the mar-
ket. Exclusive distribution takes place in the implementation, for example, narcotic or
psychotropic drugs.

In the sales activities of producers use the services of various inter-
mediaries who can be classified according to their relation to the sold
goods (Fig. 7.2).

Intermediaries wholesale

‘ enterprises ‘

Wholesale Retail intermediaries
intermediaries Pharmacies and their
| subdivisions
Independent Dependent
— With the right ownership of Not ownership of the
the goods goods
— Distributors Brokers Commissionaire
— Dealers
Consignees Wholesale (trade) agents

Figure 7.2 - Types of intermediaries in the pharmaceutical market
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The first group consists of intermediaries, who are the owners of the
goods. They are completely autonomous and independent from the manu-
facturer. Sell goods on their name and own expense. In the U.S,, a group of
independent brokers concentrates over 80% of warehouse space, about
80% of the total number of wholesale companies and serves more than
50% of total turnover. Profit and compensate their own costs by margins in
the price of the goods. Representatives of this group of intermediaries are
wholesalers and retailers, distributors, dealers, distributors.

Wholesaler - a legal or physical person who receives a significant
amount of goods from different manufacturers and organize their move-
ment in retail or direct distribution to consumers. Wholesaler is usually the
owner of the goods, and his profit is formed due to the difference between
the buying and selling price of the goods.

Distributor - is a company or person who performs mainly import
operations and acts as a dealer under the contract on the basis of agree-
ments with producers (sellers) and buyers of products. Distributor buys
and sells goods on its own name and own expense, and is usually in the im-
porting country.

Retailer - legal or natural person who directly sells a certain amount
of goods to the final consumer, which gets him in the property or from the
wholesaler or the manufacturer.

Dealer - is an independent intermediary specializing in the sale of
durable goods in need of considerable after-sales service. Perform opera-
tions its own name and at his own expense. Dealers are also referred to as
individuals or firms that resell the goods or stock brokers the members of
stock exchanges, offering the resale of the securities.

The second group includes intermediaries who do not have right of
ownership on goods which sold. This is a broker, commissionaire, consign-
ees and wholesale agents.

Broker - is an individual or legal person who takes part in the sale of
goods, bringing buyer and seller, and receives from the executed agree-
ment commission (brokerage). To Broker provides special powers to enter
into an agreement under which he operates. He does not buy goods from
his own name and does not accept responsibility for them. These opera-
tions are carried out on the commodity exchanges.

Commissionaire - is an individual or legal person who has a ware-
house and for a certain fee implements the goods in benefit and at the ex-
pense of the owner of the goods, but in his own name. The form of compen-



146 Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

sation commissionaire is a percentage from the amount of the operation or
the difference between the price designated by the principal, and the sale
price.

Consignee - differs from the commission that takes on the ware-
house owner's goods and sells them in the name of the owner, but at their
own expense. Remuneration received as far as sale of goods from the
warehouse, depending on the type of consignment (simple, partially used
and returned).

Wholesaler agent - is a mediator who works with the manufacturer
for a specific agreement, and has operations at its expense and on its be-
half, while he may be granted the exclusive right of sale of goods firms in
some regions. In other cases, agents work with restrictions (for example,
on consignment basis), served by only one firm or individual customers.
The amount of remuneration determines the principal agent, usually a per-
centage of the amount of the agreement.

Except as stated above, we should mention other types of intermedi-
aries.

Sales representatives - is legal persons that enter into agreements
and do business with several companies. Remuneration sales representa-
tives depend on the volume of sales.

Trade syndicates organized through the removing department form
the structure of the firm.

Trade houses is big wholesale and retail firms that are engaged not
only in trade and brokering, and investment and capital in production, per-
form warehousing, insurance products, and organize retail and wholesale
trade. Members of the trading houses are usually company-producers.

World experience shows that in the pharmaceutical industry, as in many other
industries, the manufacturers as to bring their products directly to consumers, very
rarely work without reseller.

The advantages of cooperation of producers with the intermediaries are:

1. Reduced time for implementation of its product, as there is no the need to
find markets for their own, reducing the distance from the consumer.

2. Create a disadvantage by the manufacturer's own distribution channels, pro-
vides greater efficiency investments in the main business.

3. Financial stability due to an effective response to crises of intermediaries in a
particular market segment.

4. Ability to provide intermediaries the range of products and pharmacy compa-
nies and finally — the consumers.
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5. Reducing the number of contacts, producers and consumers, providing cost
savings.

6. Operational study of the pharmaceutical market for the effective management
of trade flows.

The feasibility of the intermediaries in the pharmaceutical market is also due to
the complexity of direct purchases of goods from manufacturers and pharmacies medi-
cal institutions for several reasons:

- often the minimum amount of the contract and the lot is so large that, due to
lack of funds cannot meet them;

- purchase of large quantities of drugs can cause a glut of pharmacies;

- the cost of direct purchase of goods pharmacies increase the amount of costs,
which ultimately affects the price.

Now in Ukraine formed an extensive intermediary network, which creates condi-
tions for increasing the effectiveness of drug supply at all stages of the distribution of
pharmaceutical products. As resellers are:

- major distribution companies, which receive large quantities of products from
foreign and domestic producers. In particular, according to the rating of the first half of
2007 leading resellers in this group identified the company CISC "Alba Ukraine", JV "Op-
tima-Pharm", "BaDM" LLC "VVS-LTD»;

- wholesale intermediaries who may receive a relatively small batch of products
from foreign and domestic producers;

- wholesale intermediaries, who receive products from the major distribution
companies;

- pharmacy warehouses regional associations "Pharmacy" and other manage-
ment structures of the regional level, wholesale and retail businesses, "Pharmacy
warehouse" receiving products either directly from manufacturers and distributors of
large companies.

Retail pharmacies are intermediaries of state, communal, collective forms of
property, private as well as pharmacies that are relevant to its own retail network of
the manufacturer or wholesale broker.

7.3. MANAGEMENT OF DISTRIBUTION CHANNELS

The main areas of distribution channel management is defining the
objectives of sales, development of alternative options for the structure of
distribution channels, selecting of channel members, their motivation,
evaluation and monitoring activities of intermediaries, the settlement of
conflicts.

The objectives of distribution policy of the enterprise may be the ex-
pansion of market reach, penetration into new market segments, increas-
ing market share, sales, profits, etc.
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In the formation of an effective distribution channel, in addition
to meeting the conditions examined, the firm should consider the follow-
ing factors:

- characteristics of end-users their numbers, concentration, fre-
quency of purchases, demand for services, etc.;

- the possibility of the company its objectives, resources, expertise,
competitiveness, the scale of production;

- characteristics of a product or service price, complexity, technical
specifications, conditions of storage and operation, etc.;

- competition - the number and concentration of competitors, the
range of their products, their customers, the organization of markets;

- channels of distribution options depending on the structure of the
functions, accessibility, legislation that restricts certain aspects of their or-
ganization.

Among other things, it is advisable to take into account the require-
ments of target customers, who tend to focus on:

- the size of the consignment;

- the waiting time of the order;

- convenience of the location of the firm-intermediary;

- diversity of goods, the width of the range;

- the possibility of providing additional services.

Creating an effective sales channel needs a reasoned choice of specific
mediators, since it affects the marketing activities of firms in the market and
the implementation of business in general. Therefore it is recommended:

- ensure that the chosen intermediary is not also a mediator of a com-
petitor;

- under the same conditions to give preference to specialized interme-
diaries, as he has more experience in the sale of the goods;

- choose a well-known company that has an impeccable reputation in
the market;

- identify sources of funding intermediary - whether it provides loans
and how it is the bank;

- establish the extent of equipment logistics intermediary, skill level of
employees;

- enter into short-term trial agreement for mediation, which allows in
practice to see the opportunities and responsibilities of business intermedi-
ary firm;
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- visit the intermediary company to ensure its reliability and compe-
tence;

- increase the number of intermediaries, in order to reduce business
risk;

- take into account the location of the firm, intermediary, his field of ex-
pertise, marketing concept and the program;

- assess the scope of a particular product market.

On the market of drugs has a significant amount of drugs, analogs of the same
active ingredient, dosage form, dosing, etc. Therefore, when choosing a supplier of
producers of medicines by wholesale drug companies are important factors in se-
lecting commercial components. In a situation where different manufacturers offer
price discounts, payment terms are close; to wholesalers there is the problem of
choosing the most appropriate provider of medicines according to several criteria. In
order to select the supplier of wholesale firms in the case of similar conditions of op-
tions are developed and practically used the model of multi-choice and method of
making the choice of suppliers of drugs.

In the subsequent success of the wholesale pharmaceutical company depends
on the needs of pharmacies that make up the market for them. In a survey of man-
agers of pharmacies found that the most significant criteria for service, they include:
the price (prices, discounts, deferred payment, payment terms), temporal (time de-
livery, order processing), image (reputation of the pharmaceutical wholesale com-
pany, the number of pharmacy claims) information (correctness, time of delivery of
information), as well as the completeness of the range, integrity (intact) drug deliv-
ery, additional services, etc.

For the qualitative performance of their duties intermediary’s plays
an important part of their motivation is based on the choice of means ade-
quate to their expectations and effective for the purposes of the manufac-
turer.

Motivational effects may be based on three variants of the forma-
tion of relations between the producer and the intermediary.

Producer co-operative with the mediator, suggesting the use of a pro-
ducer of powerful economic incentives, in particular, greater profit mar-
gins, the conclusion of agreements on specific conditions, cash bonuses,
joint marketing campaigns, etc.

Partnership, when the manufacturer clearly defines the tasks inter-
mediary (e.g., the degree of market coverage, quality service and mainte-
nance, participation in the development of marketing, gathering and pro-
viding marketing information), on the results of which, the amount of com-



150 Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

pensation. Partnerships motivating factors contribute to the formation of
long-term cooperative relationship with the manufacturer's intermediaries
and other participants in the distribution channel.

Planning for distribution when the manufacturer organizes special
department for planning work with intermediaries, whose function is to
identify their needs, develop programs to promote trade in order to im-
prove its efficiency, determination, together with the intermediaries, com-
mercial purposes, the required level of inventory, sales training require-
ments personnel, etc.

Each producer, depending on their goals, develops their own system
of evaluation criteria of the participants in a distribution channel based on
its findings on such indicators: profitability; volume of sales in cash and
kind; the average level of stocks; execution time of delivery of goods to cus-
tomers; attracting new customers; the level of customer service; participa-
tion in promotional programs; training and education personnel; the qual-
ity and reliability of market information provided by the manufacturer, etc.

These factors are incorporated in the so-called the concept of "3 C":

- costs - the costs of distribution;

- control - control over the distribution channel;

- coverage - coverage of the market.

The development of market relations and the associated improve-
ment of market infrastructure, systems and methods for distribution of
products have expanded the number of factors that determine the effi-
ciency of the distribution channels. The modern version is known as the
concept of "6 C":

- costs - the costs of distribution;

- control - control over the distribution channel;

- coverage - coverage of the market;

- capital - investments required for the formation of the channel dis-
tribution;

- character - the character of the channel, its product line with the
requirements of producers and consumers;

- continuity - the stability of the channel (including VA Finance), fo-
cus on long-term cooperation.

A detailed cost analysis is the first stage, the objective is to establish
depends on the implementation of various amounts of the costs associated
with alternative distribution channels.

The analysis includes an assessment of the costs of direct distribu-
tion. In fact, the services of intermediaries may actually reduce the retail
price, despite the fact that intermediaries make profits.
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Each transaction in the way of production is related to the cost. By
reducing the number of such transactions, intermediaries reduce the total
amount of costs in the distribution of products.

One of the objectives is monitoring this alignment of the actual re-
sults of the intermediary with the expectations of the manufacturer. In ad-
dition, the task of monitoring is to establish trusted communications be-
tween the manufacturer and the intermediary.

An important element in forecasting sales volume is the coverage of
the market distribution channel (the degree of market penetration), an in-
dicator of which is the ratio of the number of users (customers) of a group
of target segments that are in contact, or have purchased a product from an
intermediary, with the total number of consumers (clients) in the group
the target segment.

Management of distribution channels involves identifying potential
conflicts and preventing them. Each channel of distribution there is a
possibility of a conflict and competition. In the channel of distribution may
be vertical, horizontal and multi-channel conflict.

Vertical conflicts occur between different levels of channel (manufac-
turer — wholesaler; wholesaler - retailer).

The causes of vertical conflicts in the pharmaceutical market can be as follows:

- “bypassing” the subject of another channel member and the selling or buying
their own goods (for example, a manufacturer of pharmaceutical products may seek to
bypass wholesalers, delivering drugs directly to the pharmacy);

- disagreement on the distribution of profits between the levels of the channel
(so, in conditions of limited margins on drugs are due to the distribution of its share of
conflicts may arise between wholesalers and pharmacies);

- the opinion of the manufacturer that wholesalers and pharmacies do not pay
adequate attention to drugs;

- attempt to establish control over the intermediary market, pushing the process
of the manufacturer.

Horizontal conflicts arise between the mediators of the same level.

The most common cause of horizontal conflict is the competition between
pharmacies, especially between their associations and independent, working on their
own. There is also competition among wholesalers, mostly working at the regional or
local level (in conjunction with the release of intermediary beyond its segment, but also
because of the widespread implementation of the pharmaceutical market of different
intermediaries of the same types and brands of drugs or other goods).
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Multi-channel conflict arises between multiple separate channels with
different methods of distribution established by the manufacturer to ser-
vice the market.

An example of multi-channel conflict in the pharmaceutical market can be
emerging competition in the implementation of dietary supplements through pharma-
cies and through network marketing. In foreign countries, where implementation of
the drug occurs in pharmacies and grocery stores (such as the U.S. and the UK) there
are conflicts between them.

For conflict resolution channels are used such methods:

- appointing the head of the channel, which coordinates, supports and
guides others. The head of the channel can be any of his subject;

- joint development by the members of distribution channel tasks and
priority for all participants in the channel;

- joint membership in trade associations;

- selection of managers from a variety of distribution channels in the
advisory council or board of directors of the manufacturer;

- exchange of staff (training) among firms participating channels;

- good planning and control channels;

- the use of diplomatic means;

- lawsuits and threats, which is a negative method of conflict resolu-
tion used in rare cases;

- creating marketing systems that support collaboration in the chan-
nels of distribution. Types of marketing systems are described in the next
section.

As possible areas of conflict prevention act: setting consistent goals,
moving employees from one channel to another level, participation in
trade associations, etc.

7.4. METHODS AND SYSTEMS OF DISTRIBUTION. THE SYSTEM OF
DISTRIBUTION OF PRODUCT PHARMACEUTICAL

Considered distribution channels include the use of three basic meth-
ods of distribution:

- direct or immediate, when the manufacturer of products does not
resort to the services of intermediaries and passes the goods directly to
consumers;
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- indirectly, when the marketing of their products manufacturer uses
the services of various kinds of intermediaries;

- combined, or mixed, when the intermediary is an organization
with mixed capital, i.e. used as a tool manufacturer, and other independent
companies.

It would seem that the direct method of distribution must be more
convenient, since it provides cost savings, which are allocated for the ser-
vices of intermediaries. In addition, it provides a direct contact of firm-
producer with the consumer, which makes it possible to maintain complete
control over the implementation of the trade. However, studies which car-
ried out abroad, argue that the mediating link in the marketing activities of
manufacturers, on the contrary, in most cases improves the efficiency of
marketing operations. This is because the high professionalism of the me-
diator in the marketing and commercial sectors allows faster return on in-
vestment expenditure and the treatment means at the expense of large-
scale, general-purpose and specialized operations, creates a comfortable
environment for end users, provides a cost and time savings due to fewer
business contacts (Fig. 7.3), etc.

Producers
Consumers
Producers
Intermediary
Consumers

a) The direct method of marketing
Number of contacts: 3x3 =9

b) The indirect method of marketing
Number of contacts: 3+ 3 =6

Figure 7.3 - Comparison of direct and indirect methods of distribution
based on the number of contacts between producers and consumers

Therefore, a direct marketing method often used by manufacturers
who want to control their entire marketing program, tend to close contact
with customers and have a limited target market.

The indirect method of distribution is usually elected by the com-
pany-producers, who, seeking to expand their markets and sales volumes,
agree to give up many marketing functions and costs, but, respectively, and
a certain percentage of the control channels and contacts with consumers.
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Given this, it should be noted that the choice of a method of organiz-
ing sales of the company depends on the specific market conditions, the
volume of sales and strategy of the firm.

In the Table 7.2 are some general conditions that are appropriate to
guide the choice of direct, indirect or combined methods of marketing.

Table 7.2 — Conditions for selection of distribution method

Method of

. ) Condition for selection
distribution

1. The amount of selling goods is enough to justify the costs of
the organization its own trade network

2. The number of users is small, and they are located on a
relatively small area

3. Given product requires a highly skilled service

4. The volume of each batch of delivered goods corresponds to
the so called "transit norm", i.e. batch of goods completely fills
the container, car, etc., which excludes the cost of cargo handling
in warehouses

Direct 5. There is a sufficient network of its own warehouse facilities in
those markets where the firm trades

6. Is highly specialized on the purpose or customized goods

7. The goods are sold on a vertical market, that is, it is used
although in some areas, but few consumers in each of them

8. Price of a product often varies, making the necessary
adjustments to the pricing policy without the consent of the
intermediary

9. Sale price far exceeds the cost of production, which covers the
high cost of building its own sales network

1. The firm operates in a horizontal market, where there are
many consumers in every sector of the economy, which requires
a strong distribution network, the creation of which afford a
large producers

2. The market dispersed geographically, and because of this
direct contact with customers are unprofitable

Indirect 3. Requires considerable savings on transportation costs, which
is possible when selling for wholesalers

4. There is a need for frequent emergency supplies to numerous
customers

5. There is little difference between the sale price and the cost of
production, which does not cover the cost of maintaining their
own distribution network
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Table 7.2 (continues)

Meth f s :
: et. od.o Condition for selection
distribution
1. When produced interconnected products, which at
consumption complement each other, therefore purchase of one
of them may have an impact on the purchase of others
2. When the methods and goals of associates are compatible
. 3. When producers have a common customer base, which allows,
Combined

for example, reduce the cost of sales of products a small
company and an additional load the existing distribution
capacity for major manufacturer

4. Focus on the same foreign consumers, thereby reducing the
cost of marketing research, marketing, advertising

One of the first producers of pharmaceutical products, which used a direct
method of marketing through the establishment of regional branches in almost all re-
gional centers of Ukraine, the company was JSC PF “Darnitsa”.

Recently, Ukraine has become a trend pharmaceutical companies opening their
own retail network. An example might be proprietary pharmacy ZAO NPC
Borschagovsky CPP, JSC “Lekhim-Kharkov”, JSC “Kiev Vitamin Plant”, JSC “Lubnyfarm”,
0OSC “Farmak”, etc.

In foreign countries, this method of marketing is quite widespread. Almost all
major pharmaceutical companies create brand network of pharmacies, which signifi-
cantly reduces the path of medicines to consumers, as well as an additional means to
improve company image.

The indirect method is the most common and provides a consistent promotion
of medicines to consumers through wholesalers and retail sales. The feasibility of this
method is due to the division of functions between the data structures, which facili-
tates the rapid bringing medicines to patients.

Depending on the combination of methods and elements of the mar-
keting of differentiate simple and complex distribution system (Fig. 7.4).

A simple system provides presence a supply chain, usually of two
parts: the producer and consumer, that is, the virtual absence of special
marketing organizations.

Complicated system is represented by multi-level units, which in-
clude its own distribution network, dependent and independent sales bro-
kers, wholesalers and retailers.

It is often this kind of sophisticated marketing system as a dual sys-
tem of distribution channels, where the manufacturer at the same market,
using two independent or related sales channel.
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Figure 7.4 - Types of distribution systems

Considered distribution system based on the use of traditional chan-
nels of different level structure, width and length. All participants in a dis-
tribution system are independent and not subject to another, are aimed at
maximize profits only on its stage, but not in the system of distribution in
general.

Relatively new, but quite common in developed countries are the so-
called vertical distribution system or the vertical marketing system
(VMS). From the traditional distribution system the VMS are different in
that their members: the manufacturer of products, one or more wholesal-
ers, one or more retailers - pursuing the same goals and interests and act
as a single system. In this case, one member of the system the owner of the
other, or provide them with trading privileges, or has the advantages that
ensure their cooperation. VMS emerged as a means of controlling the be-
havior of the channel and resolve conflicts between its members, who are
pursuing their own goals. Currently, the VMS cover more than 64% of the
total market. Now there are three main types of the VMS (Fig. 7.4.).

Corporate (integrated) VMS. Within the corporate VMS successive
stages of production and distribution are in ownership of a single of a
member of the system which, as a rule, is a manufacturer of products. Such
vertical integration often used by companies seeking greater control over
distribution channels.
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This system is able to effectively compete with other markets, to
adapt quickly to market changes, saving the cost of production and market-
ing.

Contract VMS consist of independent firms which are linked by con-
tract and coordinate their programs of activities to achieve greater overall
economy or business results than would be possible to do it alone. At pre-
sent it is the most common system. They are of three types:

1. Voluntary associations of retailers under the aegis of wholesalers.
Traders form a voluntary association of independent retailers, In the inter-
est of their benefits and discounts to the fastest selling products to con-
sumers. At the same wholesaler is developing a program that provides for
the standardization of trade practices of retailers and ensure efficiency of
procurement.

2. Cooperative retailers. Retailers unite and create a company that
provides procurement, and possibly the production of goods, organize joint
advertising. The resulting profit is distributed to the members in propor-
tion.

- organization of holders trading privileges (franchise), which, in turn,
exist in such forms:

- system of retail holders of the privilege under the auspices of the
manufacturer. The manufacturer creates a network of dealers or inde-
pendent dealers, which provides a license to sell their products;

- system of wholesalers - the holders of privileges under the auspices
of the manufacturer. The manufacturer provides wholesaler’s license to
trade his goods;

- system of retail holders of the privilege under the auspices of the
firm to provide services. The company services form a comprehensive sys-
tem to inform consumers about their services. Typically, these pyramid
companies have their own service providers and customers.

Controlled VMS carry out coordination of the activities of successive
stages of production and distribution of products with the advantages of
one of the participants in the system, which in this case is not its owner. He
is able to obtain from its sales network of exhibitions, fairs, presentations,
provision of retail space in order to further strengthen its position. The
participant’s channels are endowed with initiative and independence.

Historically developed that the distribution of medicines, as well as their pro-
duction was carried out and managed at the state level. Preparations advancing
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from the manufacturer or importer to state enterprises is a wholesale pharmacy da-
tabases / warehouses, and from there to the public pharmacies and hospitals and,
thus, to patients and consumers.

Present stage of development of the pharmaceutical industry in Ukraine, the
market of medicines and health care system in general meets the complex system of
distribution.

The distributions of pharmaceutical products are used as traditional distribu-
tion system, and some types of vertical marketing systems. An example is the VMS
to implement the narcotic drug that combines pharmaceutical factory “Zdorove
narodu”, SJSC “Liki Ukraine” and its regional offices, pharmacies, state and commu-
nal ownership.

The system of distribution of pharmaceutical products abroad is mainly based
on the use of a network of distributors, who, receiving products from manufacturers
at their own expense, take all risks associated with the storage and sale of products,
as well as engaged in the sale of all pharmacies and hospitals.

Overseas experience of systems sales of pharmaceutical products is available to
use and some types of VMS, particularly contractual — purchasing associations of retail-
ers (cooperatives) and “voluntary units under the auspices of retailers wholesalers”.

The structure of the cooperative associations of retailers meet their desire to
work together in business management, while providing the participants with vari-
ous rights at general meetings and at a fraction of the cooperative proportionally to
their turnover, which is carried out through the association. The strategy of these
associations consists not in create a large pharmacy, but in more effectively use ex-
isting specific advantages, such as the location of pharmacies, facilities, competence
of personnel, etc.

The initiators of associations by the type of "voluntary units" are the medium
and small traders who are threatened by the development of large wholesale com-
panies that own a network of branches. Such a structure is "voluntary chain" is an
association of retailers (pharmacy owners) association of wholesalers and purchas-
ing centre.

Thus, the associated allows members of trade association to resist the large
businesses in economic terms and in economic management.

In parallel with the development of VMS are developing horizontal
and multi-channel marketing system.

Horizontal marketing system (HMS) is an association of two or
more companies at the same level of their resources and efforts for the
joint development of marketing opportunities. The cooperation may be
temporary or permanent as well can go towards the creation of a separate
joint venture.
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In some cases, retailers are trying to make a more economical distribution sys-
tem for your self and reduce the cost of procurement of drugs, bypassing the whole-
salers. One of these forms of organization of the distribution is the associated trade.
Small traders enter into associations in order to increase competitiveness and prof-
itability of their enterprises. Such associations can broaden the scope of trade trans-
actions and to conduct a joint trade policy and the owners of pharmacies keep inde-
pendence in managing their businesses. Associated trade is especially developed in
the United States and Scandinavian countries.

Multi-channel marketing system (MMS) is creating in order to
more comprehensive coverage of market specific products.

7.5. WHOLESALE. FEATURES OF THE WHOLESALE TRADE OF
MEDICINES

Wholesale trade includes all activities for the sale of goods or ser-
vices to those who acquire for resale, or professional use.

A characteristic feature of the wholesale trade is that, firstly, a whole-
saler dealing primarily with professional clients and not with the end user,
and secondly, the volume of wholesale trade area agreement, and the
wholesaler is greater than the retailer.

Given that the wholesale covers essentially the totality commodity
resources, which serve as a means of production, and as objects of con-
sumption, it helps to reduce excess inventory of products at all levels and
eliminate the trade deficit, is involved in the formation of regional and sec-
toral commodity markets.

Recently there has been increase in the scale wholesale trade, which
is caused by such factors: the growth of large enterprises, remote from
their major customers, increased production in reserve, rather than for
specific orders, increasing the number of intermediate levels of producers
and consumers need to adapt the number of exacerbation, packaging, vari-
ety of products to the needs of intermediate and final consumers.

Among the most important functions performed by wholesaler, we
can determine the following:

- market research, supply and demand for products in benefit of pro-
duction and commercial customers;

- timely, full and rhythmic provision of goods in the required range of
intermediaries, retailers and consumers;

- organization of storage of inventory;
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- organization of the smooth and rhythmic importation and exporta-
tion of goods;

- software for manufacturers selling their products in the field with a
minimum of contact with customers;

- preparation of highly qualified sales personnel;

- ensuring the stability of the partnership with long-term, medium-
and short-term agreements;

- widespread use of economic methods of management of the entire
system of relationships between suppliers, intermediaries and consumers
by reducing the total expenditure on sales promotion, payment for the
goods at the time of their delivery, the provision of trade credit to retailers
and the like;

- risk-taking due responsibility for theft, damage and aging stockpiles;

- providing advisory services.

Now existing next forms of wholesale trade: direct connections be-
tween producers and buyers of products; trade through intermediary or-
ganizations and enterprises; business contacts market participants.

Direct connections mean that the manufacturers of the products
themselves fulfil all the wholesale function. This ensures that the parties in
direct contact, allows determining the frequency of supply, determining the
range of goods and the additional technical requirements. At the same time
stimulate consumers to producers of high quality products and producers
interested in selling products, provide some assistance and services to cus-
tomers. Using a direct wholesale trade it is advisable for transit (wagon)
supply shipments.

Wholesale trade through intermediary organizations and enter-
prises, however, prevails in the case of one-time buyers purchase products
or in amounts less than the transit rules. In this case organizations provide
wholesale services to a specific list of both parties, in particular, collect
product range in a specific location, provide trade credit, store and deliver
products, assist in their implementation and progress, conduct market re-
search, etc. Wholesale kinds of organizations and companies covered in
previous sections.

Commercial contacts of market participant’s include wholesale
trade through barter agreements, trade, auctions, commodity exchanges
and wholesale trade fairs.

Barter agreements are usually based on barter, that is, delivery of a
specific type of product from one company to another and vice versa.
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The auction sale is intended, except for the sale of goods, the seller
still get the greatest profit due to competition among buyers. Auctions con-
ducted or producers or intermediaries who specialize in this kind of trade.

Commodity exchanges are institutionalized on a regular basis the ex-
isting market, which is exchanged for wholesale goods. Exchange opera-
tions are carried out in the form of sales contracts, supply, exchange or bar-
ter. In this case exchange acts as an intermediary, i.e., through its officers -
brokers - reduces the side, and after agreement on a deal makes out.

Wholesale trade fairs are designed to establish direct business con-
tacts between producers of products and potential buyers. The most com-
mon in the trade fair capital goods and agricultural products.

Management in the wholesale trade requires the adoption of certain
marketing decisions:

- selection of the target market is determination of the most profitable
customers for themselves and the development of attractive offers for
them;

- identification of assortment of the goods and services, which must
have a sufficient number of items of goods that meet the needs of custom-
ers and enables the immediate delivery;

- pricing, suggesting coordination of prices with manufacturers and
retailers, policy discounts and markups;

- promotion of goods, including the organization of advertising, sales
promotion, strengthening the company's image.

Use of resellers is an objective necessity of forming the pharmaceutical market
under conditions when producer and consumer are separated from each other. In par-
ticular, the pharmaceutical producers using service of reseller allows to remove from a
number of functions, namely:

- providing of trade services;

- product storage before the its implementation;

- support in promoting products and sales promotion;

- perform freight forwarding activities and insurance of goods in transit;

- reducing the overall size of distribution costs;

- short-term credit trading;

- allocation of risk, etc.

Wholesale trade of medicinal products is activity to purchase drugs from pro-
ducers and other medicines subjects of management, storage and sale of drugs from
the pharmacy stores (databases), others wholesale or retail drugs, obtaining the ap-
propriate license for this, and directly health-care institutions and drug manufacturers.



162 Management and Marketing in Pharmacy. Part II - Marketing in Pharmacy

Since the legislation of Ukraine approved the strategy of integration into the EU,
in the pharmaceutical sector is taking measures to harmonize systems of standardiza-
tion and certification of products in Ukraine with the standards and EU directives. One
such measure is the observance of Good Practice distribution (GDP — Good distribution
practice).

Good distribution practice (GDP) is requirements to the system of quality of dis-
tributor, including supply chain management, facilities, equipment, personnel, docu-
mentation, quality control, conducting self-inspections and the like, which take into ac-
count EU directives and recommendations of WHO. Compliance with these require-
ments ensures that the quality of medicines, guaranteed by the manufacturer, is sup-
ported within the framework of distribution in accordance with established quality
standards, and medicines, without any changes in their properties to enter retail sale.

System of quality, according to which distributors operate medicines should en-
sure that:

- medicines that they buy and sell, are registered in accordance with current leg-
islation of Ukraine;

- complied with the conditions of permanent storage of medicines, including dur-
ing transportation;

- contamination of medications exclude other medicines and vice versa;

- there is a corresponding turnover of stored medicines;

- medicines are stored in a secure environment in protected areas.

In accordance with the GDP supply of medicines should be made only to other
distributors who have a license for wholesale trade in medicinal products or business
entities licensed to retail sale of drugs.

Pharmacy stores (databases) is the establishment of the health system, whose
activities are carried out on the basis of a license to retail and wholesale distribution of
medicinal products, medical products and other pharmaceutical products in accor-
dance with the provisions of Ukrainian legislation and international standards for the
GDP. They are the major companies to provide pharmacies, medical institutions and
other organizations, drugs and medical products.

In accordance with the license conditions ... pharmacy database (warehouse)
should be placed in a permanent building and occupy isolated areas with a separate en-
trance.

Placement of the pharmacy database (warehouse) in homes, sports facilities,
schools, educational and day care centres, cultural institutions, sports, education and
social services, hospitals, shops are allowed under normal use of the isolated buildings
for other purposes.

Pharmacy database (warehouse) must necessarily have: production facilities (re-
ception, storage, different groups of medicines according to their physico-chemical
properties and action on these various environmental factors, packaging, assembly and
release of goods (freight forwarding) service and utility rooms (room personnel,
equipped with sink, storage space for household equipment, toilet). must be equipped
with separate areas (zones) or storage space for medicines, with which to trade and
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which require special storage conditions (potent, poisonous, narcotic, psychotropic,
immunobiological, temperature-sensitive, flammable, explosive products, medicinal
plant and other raw materials).

Production area shall be not less than 250 sg. m.

A business entity which carries out wholesale trade in medicinal products must
have a sufficient number of skilled workers, but at least two experts. Should be allo-
cated as an authorized person is an employee with higher pharmaceutical education
and work experience of at least two years, which laid responsibility for the quality as-
surance of medicines and authorize the further implementation of the of medicines.

The functions of the pharmacy stores (databases) are:

- obtaining medical and pharmaceutical products from manufacturers and legal
persons of different forms of ownership;

- implementation of export-import and goods exchange (barter) transactions;

- ensure quality control of medicines;

- creation of appropriate conditions of storage of pharmaceutical products based
on physico-chemical properties and, accordingly, approved the rules, regulations and
requirements;

- supply of medicines in pharmacies and health care institutions and other or-
ganizations and businesses;

- establishment of operational stocks of medicines and medical devices according
to the established nomenclature;

- marketing and claim-related activities;

- providing transportation of goods, etc.

Depending on the volume of work and performed functions pharmacy stores
(databases) have a certain organizational structure.

The major structural unit of a pharmaceutical warehouse receiving department,
which provides quantitative and qualitative reception of medical and pharmaceutical
products from suppliers, operational control of income cargo, cargo tracking down who
did not arrive in time to stock transfer of goods in the relevant operational depart-
ments, the account received and transmitted to the medical and pharmaceutical prod-
ucts. Reception of received goods carries out by the selection committee the duties of
which include: identification of good quality products; preparation of documents for
admission; decision of questions for further action in cases if received defective goods;
the transfer of received goods to the appropriate departments of storage; customs
'clearing' of goods received from foreign suppliers.

The order of reception of goods is defined by relevant documents that discuss
admission procedures for the types of products and places of their arrival. The fact is
confirmed by the reception of pharmaceutical products, “Foster act”. If, in addition dis-
crepancies in the quantity and quality of products that entered, and data documents
accompanying it, then issued the “Act on the identification of discrepancies in the
guantity and quality when receiving the goods”. Further records of goods received to
the warehouse, in special records.
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Exercise of the functions of storage and packaging of medical and pharmaceuti-
cal goods entrusted to the operating (trade) department store. Their number is deter-
mined in accordance with the volume and range of medicines supplied. The results ob-
tained in the prescribed manner from the receiving of goods kept in accordance with
their physico-chemical properties and the existing rules. Items are placed on racks in a
strict sequence of titles, series and shelf life.

In order to unify storage, reducing the time picking customers for each opera-
tional department identified a group of medical and pharmaceutical products that can
be stored in it, and recycled. This approach is due to:

- passage of a pharmaceutical warehouse full range of assortment of medicines
and medical devices that are permitted for use;

- supply a large number of pharmacy with different specialty and power;

- mechanism of interaction “store — pharmacy, or other buyer” when submitting
the order and its execution, etc.

Sales of pharmaceuticals and medical products to pharmacies, health-care agen-
cies and other organizations carried out by the orders through the department of the
expedition. The functions of this department include packing of goods received from
operational units, their distribution by recipients, and clearance of shipping documents
and the transfer of goods to customers in case of ex works.

Export of goods from the territory of pharmacy warehouse provides transporta-
tion department in the presence of commodity-shipping documents and special per-
mits, which is presented to the service of protection, and there remains.

The most commonly in a centralized delivery system (stock transport) is a form
of container. Each pharmacy has its own container to collect the ordered items, which
significantly reduces the time for loading and unloading.

It is important to choose the route conveying goods. The most common is using
of linear and circular routes that are considered more rational.

In Figure 7.5 shows the general scheme of the movement of pharmaceutical
products for the pharmaceutical warehouse.

Besides considered in the structure of the pharmacy stores enters department
which are not directly connected with the promotion of products. This auxiliary units
(packing, packaging, washing), as well as accounting, automated accounting depart-
ment, legal and marketing services, etc.

An important link in the marketing of pharmaceutical products is between the
hospital pharmacies (BHP). Its role is to help drug-approximation inpatients. Therefore,
the functions of the BHP primarily consists of:

e receiving orders from the offices of health care institutions;

e manufacturing and other extemporaneous infusion of medicines and the im-
plementation of all types of control;

e equipment orders for departments and their delivery;

e replenishment of medicines and medical products using the services of all
types of providers;

e information work among doctors, nurses, etc.
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Figure 7.5 - Promotion of pharmaceutical products
on pharmaceutical warehouse

BHP specialized depending on the profile of medical institutions, which they
served. Now in Ukraine, along with multidisciplinary are operating BHP surgical, pediat-
ric, cardiac, psychiatric profiles. This allows us to concentrate certain groups of medi-
cines and rational use of them.

In recent years, except for inpatient care, the BHP shall retail sales of medicines
and other pharmaceutical products assortment.

7.6. RETAIL TRADE. PHARMACIES AS RETAIL OUTLETS MEDICINES

In the process of promotion goods from producer to consumer final
link in the system of economic relations is the retail trade.

Retail trade is any business activity related to the sale of goods and
services to final consumers for personal, noncommercial use, if this popula-
tion, and the collective use or household needs, if an organization or com-
pany.

Retail plays a significant role in the economy, since it is the dominant
component of total turnover. In addition, it is an important area of em-
ployment from the extensive network of sales agencies, which need a lot of
staff with different skills.
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Functions which provide retail trade consist of:

- the study of conditions prevailing in the market;

- determining the supply and demand for specific types of goods;

- search for products that are required for the retail trade;

- conduct of sorting goods in the preparation of variety for sale;

- payment for goods received from suppliers;

- operations with the reception, storage, labelling product, the pricing;

- provide suppliers and customers of freight forwarding, consulting, ad-
vertising, information and other services.

In retail trade marketing decisions made by:

- the selection of target market;

- development of product lines;

- providing a range of services and create an atmosphere of good shop-
ping facilities;

- the establishment of retail prices;

- development of measures to stimulate sales;

- advertisement and information, calculations in place of sales, mer-
chandising.

Retail-specific customer service is divided into fixed, mobile, and of
mail.

Stationary distribution network is the most common and includes
such forms of trade, as shops, stalls, booths, etc. On assortment features are
classified as specialized shops, department stores, supermarkets, conven-
ience stores, supermarkets generalists, chain stores, shops, discount (for
sale at reduced prices), exhibition halls, etc.

Mobile retail chain supports the approximation of the goods to the
buyer and its operational service. Therefore, this type of trade exists in
forms such as vending machines, trading in the dressing, direct sales at
home.

Mail-order trade is used to provide the population, enterprises and
organizations of certain products: books, stationery, audio, video, televi-
sion, radios, etc. Retail sale of goods ordered through the mail or over the
phone includes such forms: trade with the order by catalogue, direct mar-
keting, “direct-mail” sell by phone, e-sales. According to the classification of
organizations include corporate retail chain stores, retail cooperatives,
consumer cooperatives, trading conglomerates, etc.
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Retail trade of medicines an activity for the acquisition, storage and sale of fin-
ished medicinal products in the pharmacy and its subdivisions (including medicines,
manufactured in pharmacies) directly to the citizens for their personal consumption,
health care institutions (except pharmacies) as well as enterprises, institutions and or-
ganizations without their subsequent resale.

According to Ukrainian legislation this kind of activity can be engaged the enter-
prise (their associations), institutions and organizations irrespective of ownership, citi-
zens-entrepreneurs who carry out business activities in Ukraine. It requires obtain in
the Ministry of Health of Ukraine in the established order of the special permit (license)
for the right to engage in retail sales of medicines.

Activity in the field of retail sale of medicines is regulated by the laws of Ukraine
"About medical products”, "About licensing Certain Types of Economic Activity", "Pro-
tection of Consumer Rights", "About maintenance of sanitary and epidemiological wel-
fare of population"”, decrees of Cabinet of Ministers of Ukraine and normative docu-
ments of the Ministry of Health Ukraine.

Retail trade plays an important role in the implementation of pharmaceutical
products, because it is in contact with the end user, and therefore has the opportunity
to have a direct influence on him. Among all the participants in this level of the phar-
maceutical market in the largest numbers are represented by pharmacies. Pharmacy is
a health care institution, which operates under the authorization and control of public
authorities, whose main tasks are to provide people, health institutions, enterprises,
institutions and organizations, medicines and medical products, the organization of
health education among the population, pharmaceutical care and information by doc-
tors.

When opening a new pharmacy, along with demographic factors must be taken
into account trends in the development of regional infrastructure, the level of competi-
tion, the type of trading zone, a functional location.

Pharmacies as the retail health care facilities shall comply with certain require-
ments. Pharmacy should occupy an isolated area with separate entrance and be lo-
cated on the first floor. The total area of the pharmacy must be at least 50 square me-
ters (for pharmacies that are engaged trade in medicines), in the countryside — not less
than 40 square meters. Regardless of ownership pharmacy must have the conditions
for storage and sale of drugs and the corresponding part of the production and support
facilities. Thus, pharmacy on realization medicines (without the right to manufacture)
must have hall service of the population, the area for storing medicines according to
their physico-chemical properties, office manager, staff room, storage room for equip-
ment and a toilet. For pharmacies with the right manufacturing of medicines needed
more premises for manufacture of medicines, to obtain purified water for washing and
sterilizing utensils. If pharmacies are allowed to manufacture medicines under aseptic
conditions, except for the above premises, they should be organized in an aseptic
block, sterilization, a room of pharmacist analytics, premises for obtaining water for in-
jection and control markings and tight closure of medicines.
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All premises are equipped with the functional assignments of special furniture,
equipment and production equipment.

Mandatory for pharmacies is the existence of the State Pharmacopoeia, regula-
tory documents, reference books on the receiving, production and quality control,
storage and dispensing of the order, as well as passport and pharmacy business unit.

To carry out the information from the packets of pharmacy reference books on
various aspects of medications, marketing and office work, etc.

According to the legislation retail sales of medicines can be engaged persons
who have the appropriate special education and respond common eligibility require-
ments. Staff of the specific pharmacy is formed according to its form, function and
tasks. A business entity is responsible for the qualification level of specialists, their
training and retraining. Further training of pharmaceutical personnel should be con-
ducted at least once every five years in schools identified by Ministry of Health Ukraine.

Pharmacies can be created in accordance with established procedure separate
structural units in the form of pharmaceutical items and pharmacy kiosks. They should
have separate premises only in capital facilities. Thus, considering the appointment,
pharmacy items organized with health care, pharmacy kiosks — in factories, railway sta-
tions, airports, shopping centres, etc. At the same time whose equipping them with the
responsibility on the pharmacy.

7.7. CONCEPT AND TYPES OF LOGISTICS. FEATURES OF THE LOGISTIC
APPROACH TO THE MANAGEMENT OF THE SUPPLY ACTIVITIES IN
PHARMACY

The historical roots of logistics, as the science and practice associated
with the use of logistics practices in the military sphere. The term "logis-
tics" has been known since the IX century BC, from the time of the Byzan-
tine Emperor Leo VI (866 — 912 years) and the designated coordinating the
work of logistics for the army weapons, uniforms, food and other military
equipment. Further development of the military logistics cover a wide
range of issues related to planning, management, procurement, transport
services the army and, etc., which have contributed significantly to scien-
tific papers known military specialist early nineteenth century A. Jomini.

The successful application of logistics in the military sphere has led to
the fact that it put at the service of the management of material flows in the
economy.

Need to apply logistics in the economy explained for several reasons,
chief among which are: the development of competition caused by the
transition from the “seller's market” to a “buyer's market”; the energy cri-
sis of the 70s. At present, logistics is considered as a science and as an eco-
nomic activity.
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Logistics as the science is an interdisciplinary research area directly
related to the search for new opportunities to enhance the efficiency of ma-
terial flows.

Logistics as the direction of economic activity is in the management of
material flows in production and circulation.

This allows the use of logistics: reduce stocks on all way movement of
material flow; reduce travel time of goods throughout the supply chain; re-
duce transport costs; reduce the cost of manual labour and associated costs
for the operation of the cargo.

A wide range of logistics functions in economic activity leads to the
feasibility of their division into three groups: basic, key and support.

To basic logistics functions include: supply; production; sales.

The key logistics functions are: maintenance of standards of customer
service; management of procurement; transportation; management of
stocks; management procedures of orders; management of production
processes; pricing; physical distribution.

Supporting logistics functions include: warehousing; materials han-
dling; protective package; ensuring the return of the goods; providing
spare parts and service; collecting returnable waste; Information and com-
puter support.

The basic principles upon which build the management of material
flows are:

- the principle of systems, consisting in the organization and imple-
mentation of the procurement, storage, production, marketing and trans-
portation as a single process;

- the principle of completeness involves the formation of all types of
support for the implementation of traffic flow, coordination of all partici-
pants in the movement of resources and products, centralized control of
logistics tasks structures of firms;

- the principle of scientism is the development and implementation of
the methodology of payment transactions at all stages of the flow control;

- the principle of concreteness, which means a clear definition of spe-
cific objectives as a result of movement of the stream, the implementation
of traffic at the lowest cost of all resources;

- the principle of constructive, consisting of dispatching of flow, rapid
adjust its movement and the implementation of operations of logistics and
transportation;

- the principle of security - the security and reliability of motion;

- the principle of variability, providing the flexibility respond of the firm
on the oscillations of demand and purposeful creation of spare capacity.
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The tasks of logistics could not be considered in isolation from the stra-
tegic goals of the organization or its “mission”. With the move from the
“seller's market” to “consumer market” mission of firms (enterprises, compa-
nies) consist in fully meet the demands to the quality of products and ser-
vices. Potential of logistics contributes to the mission that otherwise treat as a
“six rules logistics”: the goods; quality; quantity; time; place; the costs.

Implementation of these six conditions can be generally formulated as
“to ensure the availability of the desired product in the required quantity and
required quality at the right place at the scheduled time at minimal cost”.

Effectiveness of logistics and possibility of controlling material flows
caused by a number of quantitative characteristics of this flow.

1. The average stock in the warehouse, which is defined as in natural
as well as in money terms according to the formula (7.1) of average
chronological:

_ Sp+S,
av. 2 )
where S,, - the average stock for the period; S, - reserve at the be-

S (7.1)

ginning of the first period; S, - reserve at the end of the first period.

2. Commodities turnover - is a characteristic of the process of renewal
of stock, determined by such factors as the rate of turnover and the time of
circulation of goods:

2.1. The speed of turnover (S,) shows how many times during the

same period sold and renewed the existing stock of commodity (7.2):

<
S, =—o, 7.2
=3 (7.2)

where T - turnover for the period.

av.

2.2. The time of turnover of commodities (C) shows the duration of
the period during which the stock is realized (7.3):
C - S

ay, X1t

T
where t - number of days in the period.

: (7.3)

2.3. The share of stocks in turnover (Sq ) by formula (7.4):

S, = STaV- x100. (7.4)

S
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2.4. Logistics costs per unit of turnover (C; ) by formula (7.5):

C, =%x100, (7.5)

where C, -logistics costs for the period.

To the other indicators includes: characterization of work of a ware-
house, ready for delivery, characteristics of discipline of the delivery, etc.

A variety of areas of economic activity determines the specific types
of logistics.

Procurement logistics — is the management of material flows in the
process of enterprise resource material. The objectives of the procurement
of logistics include:

- identification of needs for material resources;

- market research procurement;

- study of the method of procurement;

- selection of suppliers;

- signing contracts;

- realization of purchases;

- monitoring the quantity, quality and timing of deliveries;

- preparing budget of procurement;

- coordination and system interconnection procurement to produc-
tion, sales, warehousing, transportation, as well as with suppliers.

Production logistic is considering the processes occurring in the
sphere of material production. It helps: orientation of production to mar-
ket; reduce downtime; partnerships with suppliers; improve the quality of
products; reduce the production cycle.

In addition, the use of production logistics leads to minimize costs by:
optimization of resources; reduce the number of auxiliary workers; reduce
loss of materials; improve the use of industrial and warehouse space; re-
duce injuries.

Sales and distributing logistic is a complex of interrelated functions
realized in the process of distribution of material flow between the various
wholesale customers, i.e. in the process of wholesale.

Complex of tasks facing between logistics of distribution is solved on
micro and macro level. At the micro level, i.e. at the enterprise level logistics
tasks include: planning the implementation process; the organization re-
ceiving and processing orders; choice of packaging equipment products;
organizing shipment of products; organization of delivery and monitoring
of transportation; organization after selling service.
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Tasks of distribution logistics macro level are related to: the choice of
distribution scheme of material flow; determining the optimal number of
distribution centres (warehouses) within the serving area; definition of the
rational location of distribution centres.

Distribution (retail) logistics to a greater extent than other types of
logistics, marketing touches. Because of the common object of study logis-
tics of distribution and marketing are using the same concepts. This is par-
ticularly true distribution channels.

Logistics of stocks. The concept of safety permeates every sphere of
material production and is a component of material flow. At the location of
stocks are classified as:

- production, which are formed in enterprises of all branches of mate-
rial production and are intended for industrial use in order to ensure its
continuity;

- commodities which are in stock of finished goods manufacturers, or-
ganizations, and in the channels of the circulation. They are necessary for
the uninterrupted supply of consumers with material resources.

Both types of stocks, in turn, are divided into:

- current stocks to ensure continuity of production or sales process
between successive deliveries;

- insurance stocks are designed to ensure continuous production of
goods or materials or sales process in the event of unforeseen circum-
stances: variations in the frequency and magnitude of the planned party
supplies, changes in the intensity of consumption, delays in the supply
path;

- seasonal stocks are formed by the seasonal nature of production,
consumption and transportation.

In addition, there are the following types of material stocks:

- passing - the remnants of the material resources at the end of the
reporting period;

- preparation (buffer) - is part industrial stocks that require addi-
tional training before they are used in the production process;

- illiquid - it is not used for long-term production or commodity
stocks, generated as a result of deterioration of goods during storage and
obsolescence;

- stocks in a way - this is stocks, which are at the time of registration
in the course of transportation.
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For effective management of stocks is necessary to determine the op-
timal size of the stock and the frequency of its repetition. The calculation is
performed according to the formula of Wilson (7.6):

oS — /2ai>< S , (7.6)

where the OS - optimal size of the stock (units);

a - the cost of delivery of items ordered goods (monetary unit)
S - need for this product (units);

i - the cost on creation of a commodity stock (monetary unit).

The interval between the executions of orders is defined as (7.7):

| = L (7 7)
S+0S’ '
where | - the interval between orders (days); N - number of work-
ing days per year.

Management of resources of pharmaceutical companies are based on the same
fundamental principles as the logistics in general. Distinguishing features of logistics in
the same pharmacy due to specific medicines as commodities, the nature of their pro-
duction and consumption. In this context, pharmaceutical logistics considers the follow-
ing aspects are closely related to the functional purpose: purchasing, production and
marketing. The nature of logistics practices during procurement of material resources
due to the following factors:

- multinomenclature of substances and materials used in the production process;

- low-tonnage production and the related parties purchased small amount of
substances and materials;

- limited shelf life and high quality requirements for substances and materials;

- the social significance of pharmaceutical products, the need to ensure afforda-
bility of medicines, and therefore special attention should be paid to minimizing the
cost of procurement.

Therefore, to optimize the material flow of logistics are put forward front of pur-
chase logistic the following tasks:

- assessing the need for material resources;

- procurement and market research, above all, opportunities, safety and attrac-
tiveness of the conditions of supplier firms, guarantees and risk in a particular market
segment;

- procurement contract basis;

- control of supply, including the timeliness of deliveries; qualitative and quanti-
tative characteristics of the purchased substances, primary and secondary materials,
their compliance with the specifications, transportation, etc.;
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- preparation of procurement budget, sufficient to cover all the costs that ac-
company the procurement process;

- coordination of procurement and the relationship with the subsequent produc-
tion and marketing of finished products, their storage and transportation.

Production logistic also has distinctive features, because of the nature of phar-
maceutical production:

- multistage of production process, which depends on the specific processes,
both primary and auxiliary, as well as the sequence of their occurrence;

- the duration of the technological processes associated with their implementa-
tion of the multistage and time certain chemical processes;

- the need to stepwise quality control during production and subsequent stages
of storage and sale of drugs;

- specific requirements for the organization of the movement of material flow,
starting with the receipt of substances and materials in warehouses and ending with
shipment of finished products to customers;

- high material and labour intensity of production;

- seasonality of production, due to the seasonality of both drug consumption and
seasonal production of certain substances.

Assignment of medicines to consumer goods determines the characteristics of
supply and distribution logistics. The challenges facing the logistics of supply, due to a
variety of functions performed by the distribution system to effectively bringing phar-
maceutical products to the consumer. They can be arbitrarily combined into the follow-
ing groups: problems related to changes in market positioning of medicines, develop-
ment of marketing policy; tasks to create marketing systems, organization of distribu-
tion channels, developing new markets; targets for the promotion of pharmaceutical
products: advertising, consumer search, contracting, pre-sales product, service, trans-
portation, etc.

Features of the organization and management of distribution channels of medi-
cines considered in Section 7.2.

Tasks of supply logistics to a large extent depend on the latitude range of medi-
cines produced by domestic pharmaceutical companies, as well as their physical and
chemical properties. Therefore, the construction of the logistics system for pharmaceu-
tical companies need to consider and questions such as: characteristics of the range of
medicines: the width and depth, taking into account different forms of production, use
of substances; seasonal variations in demand for certain groups of medicines; relatively
limited shelf life and the need for special storage conditions of medicines (temperature,
light, humidity, etc.); optimization of inventory.

Among other tasks of supply logistic considered questions of transport ensure of
the delivery of medicines to consumers, taking into account the best routes, packing of
goods, ensuring maximum safety of cargo and corresponding to physical and chemical
properties of medicines, the accompanying documentation to support the quality and
safety of products throughout the supply chain, timeliness and complete assortment of
consumer order fulfilment (service and lack of rhythm outs), the speed of loading and
unloading.
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Questions for out-of-class work

1. Give the definition of “sale”.

2. What are the reasons for the existence and development of marketing
activities?

3. What are the policy objectives of the distribution?

4. Give the definition of “distribution channel”.

5. What functions are performed by marketing channels?

6. What types of marketing channels to level structure?

7. Give examples of distribution channels for pharmaceutical products.

8. What approaches exist to the choice of the number of intermediaries at
each level of distribution channel?

9. Which group is shared by their brokers to sold goods?

10. Name and describe intermediaries of ownership of the goods.

11. Name and describe intermediaries without ownership of the goods.

12. What factors are taken into account in the formation of channels of
distribution?

13. What functions do the distribution channels?

14. Explain the criteria for selecting participants in a distribution channel.

15. Describe the main areas of channel management sales.

16. What kinds of conflicts occur in the channels of distribution?

17. What are some ways to resolve conflict in channels of distribution?

18. Describe the main methods of marketing.

19. What are the conditions to choose the method of marketing?

20. What are the reasons for using intermediaries in the pharmaceutical
market?

21. Describe the existing of distribution system.

22. Name and describe the main types of vertical marketing systems.

23. What are the horizontal and multi-channel marketing systems?

24. List of types of marketing systems that are used in the distribution of
pharmaceutical products.

25. What does the wholesale?

26. Specify the form of wholesale trade.

27. What marketing decisions are made by wholesalers?

28. What is the specific of the wholesale trade of medicines?

29. What is the purpose of the GDP?

30. That should guarantee the quality system, under which distributors
are working?
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31. What are the criteria for certification of medicines distributors?

32. What functions are performed by pharmacy stores?

33. What are the requirements for the organization of the pharmacy
stores?

34. Give an optimal organizational structure of pharmacy stores.

35. What is the function hospital pharmacy?

36. Expand the concept of "retail sale”.

37. Please list features that provides retail trade.

38. What marketing decisions are made in retail trade?

39. How classified retail trade by type of and forms?

40. What are the features of the retail trade of medicines?

41. What are the requirements to pharmacies as retail establishments’
medicines?

42. Name and describe the functions of logistics.

43. On what principles is based management of material flows?

44. List and describe the main types of logistics?

45. What are the characteristics of logistics of pharmaceutical compa-
nies?

Tests

1. Which meets the definition of the concept: “.. this is an activity of the
company to plan, organize and control the physical movement of materials and
finished goods from their place of production to point of use in order to meet
consumer needs and to obtain firm profits?”

2. The pharmaceutical company, developing its own distribution policy
takes into account the prospects for its further development. Which policy tasks
of distribution related to strategic?

A. Planning of future sales channels

B. Search and selection of commercial offers for the supply of goods

C. The choice of systems and methods of marketing and related types of
channels

D. Determination of distribution routes

E. Establish a network of wholesale and retail outlets, warehouses and
So on

3. To which concept corresponds the definition: “.. is a set of firms or
individuals who take for themselves or help to pass someone else the ownership
of a particular product or service on their way from producer to consumer”?
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4. During choosing channels of distribution should take into account the
main factors (highlight):

A. The coverage of the market

B. The number of consumers

C. The objectives of the company

D. The characteristics of the goods or services

E. The speed of delivery

F. The character of the pricing of competing firms

G. The policy of promoting competing firms

5. Complete the list of functions performed by distribution channel:
A. Information

B. Promotion

C. Establishment of contacts and negotiations

D. ..

E. The adaptation of products to customer requirements

F. Physical movement

G. ...

6. To which concept corresponds the definition: “.. - it is any intermediary
that performs a particular job on the approximation of the goods and property
rights to it to the end user?”

7. Pharmaceutical company, implementing a policy of distribution of
products, tries to control its marketing program. What is the sales channel will
use the company?

A. Long

B. Short

C. Wide

D. Narrow

E. Direct

F. Indirect

8. Company produces vitamin preparations. Which of the approaches in
selecting the number of intermediaries will use the company?

A. Intensive distribution

B. Exclusive distribution

C. The selective distribution

9. Complete list of independent intermediaries:
A. A wholesaler

B. Retailer

C. The distributor

D. ..
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10. What is the difference between channels of distribution goods for
production purposes from the corresponding distribution channels of consumer
goods?

A. The end users of these products do not perform physical and legal
persons

B. Retail sale, are generally not used

C. The number of combined channels exceeds the number of direct
channels (“zero level”)

D. Are more commonly used channels “zero level”

E. The number of trade agreements is less, and the volume of orders more

11. Pharmaceutical firm plans to enter on the foreign market. Which one
of intermediaries may be entitled to the realization of the goods of the firm?

A. The distributor

B. A broker

C. The dealer

D. Consignee

E. The sales agent

12. Which features can be characterized functions of the distributor?

A. Assumes ownership of the goods

B. Establish the level of prices

C. Receive remuneration as a percentage of the amount of the contract
D. Has a warehouse and inventory

E. The type of service establishes a manufacturer

13. Complete list of the most common dependent intermediaries:
A. The wholesale agent

B. A broker

C. The consignee

D...

14. Which intermediaries characterized by the ownership on the goods?
A. Wholesalers

B. The dealer

C. Distributors

D. Commissioners

E. The consignees

F. Brokers

G. The wholesale agents
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15. Vertical marketing systems - is a union of:

A. The several producers

B. Wholesalers

C. The producer and several retailers

D. The producer and several distributors

E. The wholesaler and manufacturer with several retailers

16. Enterprise that produces industrial refrigerators, intends to sell them
by entering into sales contracts directly with the buyer. What are the factors to
consider when choosing a method of direct marketing?

A. Sufficient number of sold goods

B. The goods market is scattered geographically

C. A small number of customers, situated on a relatively small area

D. The need of highly skilled service

E. Vertical market product

F. Exist the need for urgent supply of private goods to multiple
consumers

17. On the regional pharmaceutical warehouse from the supplier arrived
a container with of medicines. Employees of any department organize and carry
out reception of the product in quantity and quality:

A. The receiver

B. The expedition

C. Operational

D. The supply and trade

E. Marketing

18. Management of material flows at the enterprise based on the
observance of certain principles. Complete a list of them:

A. The systems

B. Completeness

C. Scientific

D. Concrete

E. Constructive

F...

19. What is not among to the key factors of the six rules of logistics?
A. Goods

B. Quality

C. The quantity

D. Advertising

E. Time

F. The place

G. Costs
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20. Pharmaceutical company buys substances and materials for the
production of medicines. Under what kind of logistics is undertaken this
activity?

A. Sales

B. Production

C. Procurement

D. Logistics of stocks

21. Pharmaceutical company forms distribution channel of industrial
products, select specific intermediaries concluding contracts and organizes

delivery of products. What kind of logistics corresponds this activity?
A. Sales

B. Production
C. Purchasing
D. Logistics of stocks
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CHAPTER 8
MARKETING COMMUNICATIONS POLICY

One of the most important tasks of marketing is to create demand
and stimulate sales of goods in order to increase its implementation, effi-
ciency and overall profitability.

This chapter provides specifications, selection criteria, planning, or-
ganizing, and determining the effectiveness of the components of market-
ing communications. The main elements of the goods promotion (promo-
tion mix) on the market advertising, tools of sales promotion, direct sales,
public relations, and others with the peculiarities of their use in the phar-
maceutical market.

8.1. COMPLEX OF MARKETING COMMUNICATIONS AND ITS
FORMATION

Along with the tasks of research market , consumer, commercial, pric-
ing and marketing policy marketing involves active actions of producers and
wholesale intermediaries to form of demand for goods and sales promotion,
in other words to implement the policy of promotion.

Promotion is the creation and support term relations between the en-
terprise and the market in order to activate selling of goods and creating a
positive image through information, persuasion and reminders about their
activities.

Promotion policy is carried out in order to increase sales, enhance their
efficiency and overall profitability of business.

Last years along with the increasing role of marketing has increased the
role of marketing communications that allow for transmission of messages to
consumers in order to create attractive products and Services Company for
the target audience.

Companies various kinds of activities are constantly engaged in pro-
moting their products or services, striving to achieve several purposes:

- to inform prospective customers about the goods, services, terms of
sale;

- to convince the buyer to give preference to these products, go shop-
ping in these retail establishments;
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- to make the buyer to act to direct his behaviour to the fact that the
market offers at the moment and not to delay the purchase for the future;

- to form loyalty to this brand;

- to stimulate process of acquiring of goods and others.

The major and so-called synthetic elements of promoting complex or a
complex of marketing communications (also known as integrated marketing
communications "marketing mix", the communications mix) are: advertising;
the means of sales promotion; direct or personal selling; public relations (pr);
exhibitions and fairs; branding; trademark, trade style, packaging; advertising
in local sales and merchandising; service policy; direct marketing; work with
the media and others.

The elements of marketing communications are presented in Fig. 8.1.

The main
A
A 4 A 4 A 4 \ 4
Advertising Personal selling Sales promotion Direct Marketing
A 4
Elements of Public relations
Marketing
Communications
A 4
Synthetic
A 4 A 4 A 4 \ 4
Exhibitions Advertising in Merchandising Branding
and Fairs local sales
\4
v ! ! 3
Trademark, i th th
trade style, Sponsorship Service policy Working with the
; media
packaging

Figure 8.1 - Elements of Marketing Communications

As a rule there are four main components of the above list: advertis-
ing, personal selling, public relations and sales promotion.

Previously, a set of elements and activities to promote was called the
system of demand generation and sales promotion, which actually points
on two main objectives of enterprises activity.
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Chapter 8. Marketing communications policy

Using elements of the marketing mix is the task of marketing com-
munications policy of the company.

Marketing policy communications is promising course of action
which aims to ensure interaction with all subjects of the marketing system
to meet the needs of customers and profit.

Effectiveness of marketing communications can only be achieved
through integrated use of all of them (why they are called integrated),
which is achieved by management.

Management of the promotion or marketing communications is a
complex of coordination of various elements of promotion; setting goals
which might to be achieved through the use of these elements, estimating
costs, sufficient for achieve these objectives, the development of special
programs, evaluation of work and taking corrective action if the results are
not consistent with the purposes.

Management of marketing communications includes functions of
planning, organization, motivation of participants to promote and monitor
the effectiveness of the measures (Fig. 8.2).

Management of marketing communications
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5. Select means of
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information source

7. Selection means of the
feedback

8. Calculation of the
budget

1. Th AL

organization of
the performers

2. Coordination of
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promotion

3. Implementation
in uniform style

1. Consumers

2. Intermediaries
3. Sellers

4. Impact on the
audience and
contact regulatory
agencies

1. Establish of
feedback
(surveys,
tests, etc.)

2. Making
adjustments
3. Evaluation
of results

Figure 8.2 - System management of marketing communications
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During planning a marketing communications communicator (com-
pany, informant) must:

1. Define the purpose of complex of marketing communications
. Identify their target audience
. Determine the feedback
. Select an appeal
. Choose the tools of dissemination of information
. Select the properties which characterize the source of information
. Collect the information received through the feedback

. Calculate the budget.

The initial stage of formation of complex of marketing communica-
tions is to define its purposes. These include the formation of demand, in-
crease sales, improve the image of the company and its goods, the provi-
sion of market penetration, sales promotion, etc.

QRO Ul W

Purpose and tasks of marketing communications of pharmaceutical companies
often are:

1. Becoming familiar with the medicinal product or brand and attract the atten-
tion of specialists

2. Providing information about the properties and benefits of the medication

3. Achieving by medical prescription of prescription medication (or OTC recom-
mendations of pharmacists)

4. Neutralization of advertising competing companies

5. Creation of brand image of the medication and the trust in it by the experts

6. Formation of the prerequisites for launching into the market by the pharma-
ceutical company new medicines, etc.

Defining goal the company must rely on available resources, possible barriers
and the state of the target audience. It requires study and analysis of market condi-
tions, including:

1. Analysis of the market (capacity, trends, consumers (their disease, ability to
pay; profile and the number of health care institutions those financing, etc.)

2. Pharmaceutical products (, the presence of analogues, the level of market
newness of medicine, its efficacy and safety, benefits, etc.)

3. Distribution system (existing distribution channels, the types of intermediaries,
the skills of managers and specialists of wholesale companies, etc.)

4. Communication systems (media, those accessibility, professionalism, size of
useful audience, methods of marketing communications, etc.).

Target audiences consist from existing and potential buyers firm's
goods. The audience may consist of individuals, groups, specific contact
audiences or general public.
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Typically, the target audience affect on the decision about what to
say, how to tell when to say, where to say and on whose behalf.

The target audience of pharmaceutical companies can constitute specialists,
physicians, pharmacists, pharmacy managers, researchers working in the field of medi-
cine and pharmacy, patient of health care institutions, visitors (customers) pharmacy
managers and specialists of wholesale intermediary pharmaceutical companies and
others.

In the formation of target audience follows take into account its specificity,
strength, interest in medicinal products, the possible degree of influence on the im-
plementation of the preparation, etc. Thus, during the formation of audience of medi-
cal studies which physicians positively react on information messages, the current na-
ture of the prescription, and the availability of a physician for medical sales representa-
tives? Is suitable grouping of physicians by function and specializations, from the inten-
sity of prescriptions (often of prescriptions with an average or low frequency of pre-
scriptions for the first time prescribers not to prescribe Medication Company or firm).

By the reaction of physicians on the factor "risk destination" they can be classi-
fied as follows:

Innovators — the doctors who know as much about the new medication, as well
as colleagues, but due to the nature of the innovator prescribe this medication first;

Adepts — the doctors, who are beginning the appointment of a new medication
under the influence of his own "I" after a careful analysis of advertising and informa-
tional data and result of using the drug by physician innovator;

Early imitators — the doctors who prescribed medicine after several years of con-
vincing success of the medication;

Later imitators — the doctors who are beginning to use the preparation after a
successful long-term use of colleagues;

Conservatives — doctors, which are characterized by stereotyped thinking and
begin to prescribe medicine after it becomes a tradition.

The maximum favourable reaction of audience detected in the making
a purchase. Necessary before start working with audience have to know in
what condition it is and what condition it is necessary to translate.

Types of consumer conditions willingness might be: awareness,
knowledge, disposition, preference, conviction, making a purchase. When
forming the content of the treatment is important the choice of one of the
reasons:

1. Rational motives (quality, cost, value, performance parameters)

2. Emotional reasons the awakening of a sense of guilt, fear, joy, pride,
etc.)

3. Moral motives (appeal to the sense of fairness and decency of the
audience).
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The structure of the treatment must be provided: whether in treat-
ment to make a clear conclusion or provide it a target audience; explain
whether only the arguments "for" or bilateral; result in a significant argu-
ment in the beginning or end. The form of the treatment depends on the
means of communication. As a means of information dissemination is used:

1. Channels of personal communication

2. Non-personal communication channels (print, radio, television,
creating a certain environment, events — press conferences, ceremonies,
opening, etc.)

3. Opinion leaders.

When you select the properties that characterize the source of infor-
mation, is important the choice of informants which trustworthy (well-
known physicians to deal with drug addiction - former drug addicts, etc.).
Factors that ensure the credibility of the source of information are: profes-
sionalism, integrity, appeal.

Feedback is established by interviewing the target audience.

The final stage of forming complex of marketing communications is to
calculate the required budget to cover projected costs. For this may be
used such approaches:

1. At the level of past allocations, taking into account the relevant in-
creases

2. At the level of competition or advantage over them

3. Percentage of sales

4. According to the calculation of expenditure for all planned activities.

When forming demand for medicines for the action on separate target audience
using different directions of work and means of marketing communications:

1. For Physicians and Pharmacists:

- mailing the newsletter of the medication;

- seminars and symposia;

- establishing good business relations with leading experts in the field, supporting
the methodology promoted by the drug treatment;

- information campaign in specialized medical media.

2. For wholesalers, pharmacy managers:

- mailing the newsletter of the medication;

- information-sales presentations;

- regular (monthly) newsletter;

- information campaign in the media that covers the target subgroup;

- information of the widespread ongoing or planned information campaign.
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3. For individual customers (patients, clients of pharmacies):

- information campaigns in the media that cover the selected target audience;

- dissemination of information materials for patients and visitors to health care
facilities and pharmacies;

- holding special PR-events.

Producers of pharmaceuticals and medical products are widely used labour of
medical (pharmaceutical) representatives.

Medical (pharmaceutical) representative is the post of representative of phar-
maceutical companies relating to the promotion of medications on the market. Today,
distinguished such positions as medical representative on the promotion of prescrip-
tion medications; pharmaceutical representative for the promotion of OTC medica-
tions; medical representative with the functions of a sales representative. To the func-
tional responsibilities of the medical representative enters raising awareness among
health professionals (physicians, pharmacists, wholesalers, etc.), the holding of individ-
ual visits, presentations and round table discussions, participation in conferences,
seminars, exhibitions, control the sale of medicines in pharmacies and appointments
physicians providing merchandising at the pharmacy. The tasks of medical representa-
tives is to inform about new pharmaceuticals company, a reminder of the known medi-
cation, discussion of the medication use in treatment regimens, the positioning of
medicines, fixing in the minds of professional benefits of medicines, encouraging doc-
tors to prescribe and pharmacists to recommend the drug to customers, analysis of
competitors, the establishment and / or support the company's image. Using the labor
of medical representatives is the most effective means of communication policy of
manufacturer, especially for prescription medications. As a rule, medical representa-
tives are working on specific medications or groups of selected areas and on customers
(wholesalers, pharmacies, health facilities, categories of patients). Activities of medical
representatives are monitored by regional managers and product managers. They plan
the activities of medical representatives, carry out and participate in the learning proc-
ess in the double visits, analyze weekly reports. Controls indicators of medical repre-
sentatives are follows: the volume and dynamics of selling products, control of move-
ment throughout, work planning, control the distribution of time between major and
minor clients, the number of visits during the month to customers appropriate cate-
gory, spending control of promotional materials, the use of corporate finance, machin-
ery, equipment, time to provide information on request to the head, development of
skills of medical representatives. Requirements for the qualification of the medical rep-
resentative usually a medical or pharmaceutical education, work experience in the
market and market knowledge, communication skills, the availability of driver's license.
The main selection criteria for the post of medical representative are: communication
and presentation skills, result orientation, responsibility, loyalty, teamwork. Pharma-
ceutical companies are trying to constantly improve the skill level of medical represen-
tatives, which provide training, which is the subject of medications companies, con-
ducting effective presentations, planning of work, mastery of difficult negotiations, the
work with the objections, etc.
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The ideal organization of the complex of promote is case when all
forms of communication are realized from a single point of view, and the
consumer receives from the manufacturer or supplier all messages, stored
in the same tone, that is, various elements of marketing communications
should be well coordinated, even taking into account the fact that certain
items are created by different agencies and organizations (PR-firms, agen-
cies, direct marketing, sales promotion firms, advertising agencies, compa-
nies, customers, etc.).

Proved that all means of marketing communication at the same time
should try to achieve their goals and cause some action (such as a second
or first trial).

The structure and nature of the use of marketing communications
depend on such factors:

1. Goals and objectives require different means of promotion.

2. Type of product or market is a property of the goods that affect on
the choice of means, the target audience, cost, and size, the nature of the
segment or niche market.

3. The nature of product promotion strategy (Fig. 8.3): strategy of
pushing; strategy to pull.

"Push” strategy "Pull” strategy
Manufacturer Manufacturer _
I )
Wholesaler Wholesaler
Retailer Retailer
I )
Consumer Consumer -«

Figure 8.3 — Promotion strategies

The strateqy of pushing the product involves the use of sales staff and
promotion of the sphere of trade to push the product through the channels
of commodity promotion. Producer is focusing on how to get the wholesale
and retail firms to purchase his goods. In this case, the set of elements
dominated by promoting personal selling and sales promotion activities
targeted at mediators.



Chapter 8. Marketing communications policy 189

The strategy of attracting customers (pull strategy) to the product
provides the high cost of advertising and promotion of consumers in order
to create demand from their side. With this approach, the consumer during
the promotion acquainted with the product and then turns them over to
the retail network, which in turn orders the goods from distributors, or di-
rectly from the manufacturer.

4. The target audience determines the choice of marketing communi-
cations. So, if for effect on intermediaries (wholesalers and retailers) prefer
stimulation through a system of discounts for the implementation of a new
product, for participation in its advertising, etc., to end-users are usually
directed advertising in mass media, direct sales, means of stimulating sales.

5. Stage of product life cycle. At the stage of introduction the goods to
the market the main purpose is to inform consumers about the new prod-
uct, as a means of stimulating sales, depending on the chosen communica-
tion strategy aimed on the buyers, or (increasingly) on intermediaries. At
this stage, sales may hinder the following factors:

5.1. The sales staff is not immediately supporter the goods, sellers
sometimes recommend that a new product to customers in the last turn.
Therefore, stimulation methods are justified and special measures to con-
vince the sales staff in the value of a new product.

During introduction of a new medication to the pharmaceutical market sales
promotion methods are used to encourage doctors to approbation new medications,
and pharmacists to implement it. Individual work is carried out with the doctors to be-
lieve in the desirability of appointing a new medication, its features and benefits.

5.2. Representatives of the trade are reluctant to risk associated with
the sale of new goods.

The above described categories of physicians in the degree of response to the
risk of appointing a new drug. Just enter cautiously, and pharmacy staff, waiting during
medication firmly established in the market.

5.3. Consumers are showing restraint when buying a new product.
Sales growth contributes to the application of special trial price, offer sam-
ples, payment on credit, etc. Ability to test the new product makes it easy to
get acquainted with the consumer.

Distribution of prototypes of a new medicinal product or other pharmaceutical
product assortment practiced in the pharmaceutical market (mainly for medical and
pharmaceutical workers, which subsequently may themselves become advocates of a
new medicinal product, cosmetic or sanitary facilities, etc.).However, WHO does not
recommend the use of prototypes intake distribution of drugs.
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At the stage of growth there is a change of targets: advertising from
the information goes to the persuasive, aggressive, and sales promotion is
limited.

At the stage of maturity of the campaign becomes less intense, it is
reminiscent of the character, as consumers are already familiar with the
product. To revive interest in the product using various techniques holi-
days, the introduction of new packaging, etc.

By the end of the maturity phase, saturation, and then decline at this
stage is mainly a sales promotion is terminated, in order not to interfere
with the removal of goods from circulation. However, sometimes the use of
sales promotion helps to avoid a complete reduction in demand, and even
extend the product life cycle.

6. Volume of the market and its concentration: if the market is small,
and consumers are geographically concentrated, then preference is given
to personal sales if not, advertising and direct marketing.

7. Resource availability and cost of promotion. Select one or more of
marketing communications is determined by the financial capabilities of a
company.

Among the elements of marketing communications directed on for-
mation consumer demand for goods, the most important role is played by
advertising.

8.2. ADVERTISING AND ITS ROLE IN THE COMMUNICATION POLICY
OF THE ENTERPRISES

Information about advertising practice, there are even documents in
the first written stories. The forerunners of modern advertising were
painting the walls, rocks, street broadcasters, branded products to the arti-
san.

Turning point in the history of advertising was the invention of
Gutenberg's printing press in 1450, and the first print ad appeared in Eng-
lish in 1478 contributed to the further development of the commercial re-
lease of the first English-language newspapers.

The highest level of development advertising reached in the U.S. at
XVIII century. Father of American advertising is Benjamin Franklin. The
development of advertising in America was due to certain circumstances.
First, the American industry led the industry with the introduction of
mechanization; the result was a surplus of goods and there need to con-
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vince buyers to purchase more goods. Second, the creation of a network of
waterways and roads made of real delivery of goods and means of adver-
tising to rural areas. Thirdly, the introduction in 1813 of compulsory pri-
mary education increased literacy rate and helped to increase the number
of newspapers and magazines. The greatest impetus subsequent develop-
ment was the invention of radio advertising, and later - television.

Advertising is the best tool for the business enterprise in an attempt
to influence the behaviour of consumers draw their attention to the pro-
duction company, to create a positive image of the company to show it to
the public good.

Advertising appears in four roles: marketing, communication, eco-
nomic and social.

The marketing role consists in influence on a target market through
each of the elements of marketing, because it includes a mechanism for the
transfer of customer information, in turn, advertising is a component of
marketing communications.

The communicative role is that advertising is a form of mass commu-
nication. It transmits various types of marketing information to achieve
understanding between buyers and sellers in the market.

On economic role of the system, there are two views concerning the
impact of advertising on the economy. From the position of the first (school
market power) advertising it is the communicative tools of persuasion
used by market professionals to distract consumers from the price, in
terms of the second (school market competition) advertising is seen as a
source of information, which increases the sensitivity of consumers to
price and stimulate competition. At the enterprise level economic or com-
mercial role of advertising appears to increase the sales of goods or profit.

The social role of advertising:

1. Advertising informs about the new and improved products

2. Facilitates comparison of products, enabling the buyer to make a
decision on the purchase

3. Advertising has an impact on people

4. Development of advertising is to some extent an indicator of social
development.

Advertising can be viewed as a form of communication that attempts
to translate the quality of goods and services on the language of consum-
ers.
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Advertising is tool convincing information about a product or com-
pany, the commercial promotion of consumer goods and the good qualities
of the company, the tool that prepares an active and potential customer to
purchase. Or advertising it is a paid, non-personalized communication is
carried out by an identified sponsor in the media to persuade (to some-
thing) or affect (somehow) to the audience.

Advertising is particularly important in the highly competitive envi-
ronment. Almost all sectors of the economy, no company or enterprise
cannot do in one way or another without advertising.

Advertising can be viewed in three ways:

1. In-house advertising;

2. Advertising to create the company's prestige in the community
(public relations);

3. Advertising to increase sales.

One of the main objectives is to educate in-house advertising staff
have confidence in his own company, the birth of their sense of close rela-
tionship with his fate.

By means of in-house advertising are: the appropriate level of organ-
izational structure and good relations between management and employ-
ees; social benefits for employees; intra-daily; the proper conduct of lead-
ership in society, etc.

If the employees feel the pleasure of working in the enterprise, they
become carriers of active promotion and advertising of the firm in society.

Prestigious or advertising in order to create the company's prestige
in the community (public relations) is in close connection with the adver-
tising in-house. In order to implement the use of such means of advertising:

- contacts with the press, because every article that reminds firm, is
an advertisement;

- information in the press about the achievement of the enterprise;

- participation of heads of enterprises in public life.

A more thorough public relations described in a separate section.

Advertising to increase sales is the main area of advertising compa-
nies. It is closely related to the coordination of all the interrelated factors
that affect the sale of goods.

From the perspective of marketing communications division of the
fundamental importance of goods into two large groups: individual con-
sumer products; industrial goods.

Methods of advertising effect on consumers of each category are very
different.
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As the subject of advertising of pharmaceutical marketing is medicines and
pharmaceutical products range, we consider the means of marketing communica-
tions for a group of individual consumption goods.

To successfully enter on the market the company, focusing on the
chosen target market segment or target market, which is given precedence,
shall: a) report the existence of a particular product, b) information and
psychological effect on consumers, offer an attractive way for a good mar-
ket of novelty. This is facilitated by the use of commercial advertising.

Commodity advertising is any form of non-personal reference to
potential customers to their convictions to purchase goods or services.

The task of the activities of the demand is to reach in order to poten-
tial customers about a product judged on the basis of accurate knowledge,
contributing to overcome the "barrier of caution." To reduce this barrier,
and even better to eliminate possible only when there is in the mind "im-
age" of goods: one that attracts, causes positive emotions and well remem-
bered. For advertising and other means of creating demand to illustrate the
product from the standpoint of the consumer, the product is viewed as if
through his eyes.

In addition to the prestigious, in-house and commercial advertising,
advertising division is used for direct (immediate) and indirect.

Direct (immediate) advertising is carried out on commercial terms
and defines the advertiser directly performing the function of advertising
(in relation to a specific product or a particular firm).

By direct advertising include:

1. Direct promotional work is work of advertising agents, which in-
cludes personal contact with the audience, or individuals

2. Distribution of promotional materials through mail, as well as the
transfer of telephone, telegraphs, facsimile.

Indirect advertising performs the function of advertising is not so
straightforward, but in a veiled form, without using of direct distribution
channels and advertising media and are not just defining the advertiser.

There are even advertising information, monitory, reminding and
supportive (one that reminds and informs), depending on the nature, char-
acteristics of promotional material and product life cycle stages.

In the implementation of advertising may be a slight exaggeration of
positive qualities of the goods, concealing its negative characteristics, but
are not allowed to outright deception of the consumer, which falls under
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the concept of unfair advertising. Advertising, which has caused material
damage or harm to the prestige of competing firms, is also considered un-
fair. How unfair advertising determined using of unauthorized techniques
and methods of disseminating promotional information, for example, over-
frequent frame that is fixed in the subconscious of a person, etc.

The multiplicity of tasks and a significant advertising generates a va-
riety of species means of distribution options for its creation, and other
elements, of which advertising is compiled as a system.

Accordingly, the classified ads to: the object; the customer; the sub-
ject; temporary parameter (the product life cycle); breadth of product cov-
erage; fixed assets (channels) available; source of funding costs, which is
shown in Fig. 8.4.

Advertising

By the object
For buyers of consumer goods, For professional
(purchasers of goods for industrial purposes)

\ 4

By Subject
Own goods, Certain brand (product label),
Firm-producer (manufacturer), Trading company

Y

According to the customer
For manufacturers, For wholesale firms, For retailers

A\ 4

By stages of product life cycle
Informative, Aggressive, Reminding, Supporting

Y

By source of financing costs

Paid by the manufacturer of the goods,
Paid by the seller of the goods, Mixed

\ 4

On fixed assets (channels) distribution

Printing, Film advertising, Radio advertising, TV spots,
In the transport sector, At the place sale, etc.

A\ 4

Figure 8.4 - Classification of advertisements

By advertising presented a number of general requirements:
- based advertising is a good creative concept (the idea must be origi-
nal);
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- advertising must be strategic;

- must be picked up a decision of advertising (print advertising de-
sign, casting, colours, sound, etc.);

- must be relevant;

- the original, relatively new;

- the idea of advertising to influence consumers.

8.3. THE COMPONENTS OF THE PROCESS OF ADVERTISING

Advertising as a process typically involves four components:

1. Advertisers (clients).

2. Advertising agencies.

3. Means of advertising (advertising package).

4. Consumers (advertising audience) goods and services.

The advertiser (customer) is a company or person who makes an
order for advertising. In what form and what content will be advertising
this question advertiser decides which advertising agency, or elected rep-
resentatives of the means of advertising. The advertiser typically pays for
all advertising services it, but there may be options.

Advertising agency is an organization that performs the full range of
advertising services, or some of their views. Advertising agency can be spe-
cialized by industry advertisers, or by type of advertising. Advertising
agency operates only within a given territory or country, or out on the
world market. In addition to independent advertising agencies, there are
many such organizations within the activities of large industries, publish-
ing companies, consulting and commercial centers. Typically, in developed
countries are published annually with a list of directories of companies
that provide advertising services.

Means of advertising (advertising package) include the full range of
promotional services provided by this agency (from strategy to analysis of an
advertising campaign of its real value for). They can vary in composition, the
volume of each service and, therefore, cost. By means of advertising still in-
volve the media, as carriers are delivering real appeal to the audience.

Consumers (advertising audience) are all potential targets of ad-
vertising, which she designed. Depending on the size of the advertising
campaign, the audience can be divided on regional, urban and other terri-
torial features, on the temporal parameters of receiving advertising on the
socio-demographic characteristics, etc. During the various surveys of audi-
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ences are measured dynamics of the individuals who are apprehended or
other pieces of advertising appeal, their attitude and response to advertis-
ing and other elements. Accordingly, the indicators can be calculated the
popularity of advertising in a certain specific type of audience.

The carriers of advertising are primarily media, the so-called imper-
sonal mass media. They are:

1. Press advertising (newspapers, magazines, directories)

2. Audio-visual advertising (radio, television, film, split screen)

3. Publishing advertisements (print) books, pamphlets, brochures,
pamphlets, souvenirs, which are delivered, distributed, distributed at fairs,
in shops

4. Outdoor advertising (billboards, ads). For external advertisements
are:

- large posters and electrified panels with the use of computer pro-
grams, spatial design, etc,;

- advertising on vehicles (the inscription on the outer surface of the
vehicle, print ads in salons, shop with goods at railway stations, subways);

- the point of sale advertising products (windows, signs in the sales
rooms, packaging).

5. Souvenir advertising (calendars, souvenirs and distributed free of
charge).

The advertising message may contain information about a specific
product, service or idea, a trademark, on the sale of seasonal goods.

You should be aware that the package, the quality marks, the trade-
mark is not considered advertising, despite the fact that the package does
contain some features of advertising (name, symbol, slogan, pictures).

In order to rationally choose a distribution channel for marketing
communications, should be a special work on the analysis of media chan-
nels on the following criteria:

- coverage, that is, to what possible number of recipients able to con-
vey information under normal average conditions;

- availability, in other words, whether the company take advantage of
these channels at any time, and if not, how emerging constraints will re-
duce the effectiveness of advertising;

- cost, that is, total cost per publication (transfer) of the advertising
message, the cost of an advertising contract with a view of edition (the
number of viewers, listeners);
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- handling, that is, whether the company is to pass this message to the
channel to the target group, which is required;

- credibility, or whether the channel is well respected by potential
and existing customers;

- service, that is, whether or not to submit advertising message in a
completely finished form for publication or transmission, whether you can
count on the fact that professionals will carry out the preparation of the
text, create video film, etc.

Through various activities to generate demand and, above all, com-
mercial advertising in the minds of potential customers created a positive
"image" of the goods. This image plays a major role in deciding on a pur-
chase.

8.4. THE FUNCTIONS OF ADVERTISING OF MEDICINES

Advertising of drugs aimed at different target groups: doctors, patients,
wholesalers and distributors, etc. During promoting of prescription drugs on the
market more advertising aimed at doctors, advertising of OTC drugs at consumer
(patient visits the pharmacy). The basis of effective advertising are attention — inter-
est — use (or communication) — desire — action. Advertising message should gener-
ate demand for medicinal product of potential customers, in particular on this di-
rected the first two or three element of model of the influence on advertising. The
last step (action) is the key because if there is no action, the advertising does not
work.

The function of advertising of pharmaceuticals should be carried out in three
areas:

1. To provide most current advertising market.

2. To expand the scope of a particular drug.

3. To expand the market.

Advertising of medicines is particularly associated with the characteristics of
this market. These features are:

- consumer of advertising often is not a consumer of product;

- advertising of the merits of the company (a prestigious advertising) is more
important in the market of drugs than many others;

- due to the nature of products is often confused with advertising information
science. On the one hand, advertising can make the results of studies on the other —
positive research reports in prestigious journals may promote the sale of products;

- doctor is a person who takes a rational decision, because the emotional ap-
peals of advertising may be unacceptable to the consumer;
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- number of readers of drug advertising is largely dependent on the availabil-
ity and reputation of the magazine, which published an advertisement: a positive
attitude toward advertising may be the result of confidence in the magazine itself;

- large firms that advertise drugs, should trust the media, where advertising is
placed;

- the development of drug advertising, which are released on a medical pre-
scription, due to the appearance of a large number of different ways to promote the
product on the market;

- advertising of medicines is unique because it provides information both
about the advantages and disadvantages of the drug.

Advertising of medicines is necessary to both consumers and businesses,
manufacturers, wholesale and retail firms. Skilful use of advertising allows the en-
terprise (company) to hold the position in the market, maintain a positive image of
stability and level of demand for products.

Advertising in the pharmacy can be used for a multitude of tasks, namely:

- promote recognition of the drug, to strengthen its credibility, enhance com-
pany image;

- ensuring that the perception of product wholesalers, retailers and consumers,
and thereby contribute to the optimization of the distribution;

- raise awareness and belief in the benefits of a pharmaceutical product seller;

- confrontation with similar drugs of competitors;

- carrying out maintenance of advertising in the period of declining demand due
to seasonality of the drug;

- reduction of the launch of a new drug to market;

- promoting an entirely new idea or method of treatment;

- ensure the growth of sales and related benefits increased or mass production;

- stimulate of request and partial or complete ordering the collection of orders;

- the announcement of favourable discounts or offers;

- growth of retail trade and the intensification of the use of funds invested in in-
ventory;

- improvements or changes reputation or general idea;

- encourage potential buyers to visit the company, pharmacy, exhibitions, etc.

Thus, advertising has many functions, but before making a decision
about its use in one form or another, the employer must as possible to pin-
point the main reasons for such action on its part and clearly imagine what
exactly the results it seeks to achieve.

Advertising can construct demand and market and control them. On
what are the challenges facing it, depends on the choice of forms and
means of advertising, but in the end the effectiveness of advertising cam-
paigns and the justification for investing in its implementation.
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For drugs that are prescribed, are used:

- advertising: magazines, posting promotional materials, etc.;

- individual sale;

- sampling (limited range of drugs that doctors give for distribution);

- promotion of the drug: the sale, calendars, pens, and other reminders of the
drug;

- TV-radio-communication facilities.

Due to the fact that a very high throughout the world is the fate of the people
themselves used drugs, methods of promotion of pharmaceutical products intended
for individual consumers, are extremely important factor in increasing consumer de-
mand.

Advertising of OTC drugs, addressed to the public, takes place on the television,
press, radio, in the subway, at least in the form of outdoor advertising on vehicles and
billboards in major cities. Note that the television advertising, which acts on the vision
and hearing, and also has a large number of advertising contacts (the audience), is the
most effective means of advertising effects on consumers of information. View of this
the cost structure of foreign companies in the promotion of OTC drugs make up the
largest part of the cost of TV advertising. Next on the number of investment followed
by a variety of promotional methods designed for medical conferences, workshops,
promotions, advertising mail is a "direct mail". The role of physicians in shaping the
demand for OTC medicines is also quite substantial, although not the most important,
as in the case of prescription drugs. This is due to the fact that doctors not only pre-
scribe OTC medications for patients in different treatment regimens and their recom-
mendations are perceived positive population, but also with the fact that the authority
of doctors is important in combating the negative information is often exaggerated,
relative risk of one or other drugs.

Among the forms of information and advertising of medicines are important
print media: brochures, pamphlets and annotations (package inserts) package. Leaflets
on drugs differ in the content of comprehensive information: the full list of side effects,
pharmacokinetics, dosing (except for the dose for adults and children can be given the
initial dose, supporting, and dose of Gerontology), a warning about taking medication
adherence by certain categories of patients, treatment, information about the effects
of the drug in pregnant women and women who are, may be given information about
the interaction with other drugs, the influence of alcohol or nicotine, the symptoms of
overdose and treatment, and sometimes the circuits of the drug in comparison with ex-
isting analogues, charts, and tables illustrate the influence on of the drug on life proc-
esses.

Effective influence on the consumer has packaging and package inserts. The
main task of packing is to draw attention to the consumer product and to provide in-
formation about it. This encourages the purchase of goods and distinguishes among the
many other similar with the trademark, shape, or colour registration. Positive percep-
tion of the drug contributes colour and surrounds processing, as well as the quality of
the material of construction of the packaging.



200 Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

Another element is a pharmaceutical advertising leaflet. The information con-
tained in this leaflet is different from the information on the packaging volume and
quality and approaches to information that is presented in the prospectus.

During promoting pharmaceutical products on the market recognition of its cor-
porate identity is ensured by a manufacturer.

Among the components of corporate identity the most important means of at-
tracting attention to the drug is a trademark. A trademark is a calling card company, the
developer or manufacturer. The sign remained unchanged for many years and is used
as an essential arm of advertising, which is one of the major functions of trade marks
and is characterized by brevity, aesthetic, associative, novel ideas, manufacturability,
pronounceable, coupled with the place of origin, and adaptability.

The important role played by psychological basis of trademarks. It promotes the
advertising of goods, and the scope of the spread of trademarks should be as broad.

Trademarks of medical purpose often advertised in specialist publications, focus-
ing on doctors, pharmacists, pharmacists, however, this does not preclude their place-
ment in other editions, designed for all potential buyers.

In the early stages of the production of the primary function of
trademarks has been informative. On the trademark placed the name of a
person - the author of articles, and in the future company name of the
manufacturer. This feature is customization of goods preserved to this day.
In many cases, trademarks are a key tool, which allows the buyer to find
the difference between similar products. At the same time the trademark
has to be informative and thus, it is easy decrypted.

Trademark and retains its quality assurance function of the goods.
Once the connection is broken the trademark and product quality becomes
a tool that pushes the consumer from this product.

To mark a means of advertising, he has become a subject that is used
in various visual forms: the containers and packaging, on signs, souvenirs,
in printed form. The role of the advertising function of a trademark be-
comes more important under conditions of expanding the product range
and improves its quality.

8.5. REGULATION OF DRUG PROMOTION

Certain restrictions on advertising of medicines, regulation of content for certain
categories of consumers have a place in almost all countries.

WHO in 1985 has been revised strategy with respect to drugs, which included,
along with other aspects of the establishment of ethical criteria for medicinal drug
promotion on the market. The latter were taken in 1988, Forty-first World Health As-
sembly.
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The main objective of ethical criteria for medicinal drug promotion is the imple-
mentation of market support and assistance to improve health care through the ra-
tional use of medicines. Ethical criteria for medicinal drug promotion on the market are
designed to lay the foundation for a correct approach to the advertising of medicines,
which is based on the principles of honesty and integrity. They deal with drugs, pre-
scription and without a doctor's prescription, can be applied to the means of traditional
medicine, used by the pharmaceutical industry (manufacturers and wholesalers), in-
formation and advertising agencies, health care workers associated with the appoint-
ment, release, delivery and distribution of medicines facilities, educational institutions,
professional associations, patient groups and consumers, by means of special and gen-
eral information.

In accordance with the ethical criteria for medicinal drug promotion definitions
and illustrations in advertisements intended for health professionals, should fully meet
the scientific data on the medical and biological properties of specific drugs. Promo-
tional materials, along with other data, must contain the following information:

1. The name of the active component (s) with the use of international nonpro-
prietary names or agreed common name drug, trade name

2. Content of active component (s) in the dose or order of admission

3. The name of the other components, which are known, they can cause adverse
indirect effects

4. Approved therapeutic indications

5. Dispensing or receiving order

6. Side effects and major adverse effects of drugs

7. Means of precaution, contraindications and warnings

8. The major interactions between drugs

9. The name and address of the manufacturer or wholesale company

10. Reference to scientific literature on this drug

If advertising material is not intended to promote drugs on the market (in the
case of advertising, reminders), it must contain at least the brand name, international
nonproprietary name or approved by the common name, the name of each active in-
gredient and the name and address of the manufacturer or wholesale company in or-
der to obtain additional information.

Advertising to the general public should help people make intelligent decisions
on the use of medicines sold without prescription. You cannot promote drugs, prescrip-
tion or doctor applied under the severe conditions that can be treated only by a quali-
fied physician. In some countries approved lists of such diseases and conditions. In or-
der to combat drug abuse and drug addiction should not be widely advertised drugs
and psychotropic drugs.

Advertising messages for the public should contain the following information:

1. The name (s) of the active component (s) with the use of international non-
proprietary names or agreed common name of the medicinal product

2. Corporate name

3. The main indications for use
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4. Plant and equipment precautions, contraindications, and warnings

5. The name and address of the manufacturer or wholesale company.

Consumers should be given accurate and truthful information about the price.

According to the WHO criteria for ethical promotion of medicines to the market
medical representatives should have the necessary health education and be trained in a
certain way. They should possess sufficient medical and technical knowledge and integ-
rity differ when providing information on products, as well as accurately and responsi-
bly carry out promotional activities. Employers are responsible for basic training and
advanced training of their representatives.

Medical representatives should make available to persons, prescribers and
pharmacists complete and objective information for each facility. Medical representa-
tives must not encourage their prescribers and pharmacists. In turn, the latter must not
attempt to receive promotional incentives. To prevent excessive advertising, the main
part of the remuneration of medical representatives should not be directly related to
the volume of sales of drugs to which they contributed.

In different countries there are different practices spread among the population
of free samples of medicines sold without prescription. In some countries this practice
is allowed, in others not. In any country where such a practice exists, it should be as
limited.

Continuation of the study drug after entering on the market (post-marketing
studies) is of great importance for their rational use. It is assumed that the relevant
health authorities have always been aware of any clinical trials of drugs approved and
that the relevant committees on scientific and ethical issues confirm the validity of sci-
entific research, may be useful cross-national and regional cooperation in such studies.

The study and control of medicines after they are selling should not become a
disguised form of advertising.

Sound information about the risks associated with drugs, should be reported to
the appropriate national health authorities as a priority and as soon as possible to
spread internationally.

Because accurate information ensures the rational use of drugs, packaging and
labels must contain information that meets the data, an approved body for the control
of medicines a particular country. Each statement and illustration on the packaging and
labelling must comply with the principles of ethical criteria.

In the case when requires that the drug was accompanied by a leaflet or instruc-
tions for use, manufacturers or wholesalers to provide a reflection of only that informa-
tion which was adopted by the authority control over drugs given country. If package
inserts or instructions for use are used for promotional purposes, they must meet ethi-
cal criteria.

In EU countries there are strict legislative framework governing the advertising of
medicines. Advertising must comply with the provisions of the Directive Council of the
EU 92/28/EES "On the advertising of medicinal products for human use" provisions of
which were introduced into national legislation of EU member states.
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Under the advertising of medicines in the EU Council Directive 92/28/EES means
any form of providing information on their sales agents in conducting population-based
surveys, as well as the use of incentives to encourage the appointment, supply, sale
and consumption of drugs. These forms, in particular, include:

1. Advertising of medicines to the public

2. Advertising of medicinal products to persons authorized to prescribe or supply
medicinal products

3. Visiting by agents from promotion of persons authorized to prescribe drugs

4. Provide samples of products

5. Use incentives to encourage the appointment or supply of drugs in the form of
gifts, offers or promises of profits or remuneration in cash or in the glove terms, except
in cases where their real cost is minimal

6. Financial support for activities to promote the sale of products, with the par-
ticipation of persons qualified to prescribe or supply medicinal products

7. Financial support for scientific conferences, which bring together the persons
authorized to prescribe or supply medicinal products, in particular, payment of travel
expenses and accommodation.

In the states of the EU is prohibited any advertising of medicinal products for
which marketing authorization is issued in accordance with EU legislation.

Advertising of the drug in accordance with the provisions of EU Council Directive
92/28/EES:

1. Must promote its rational use by providing objective information, without ex-
aggeration, the properties of the drug

2. Must not be misleading.

In the states of the EU prohibited the advertising of those drugs to the popula-
tion that are:

1. Dispensed by prescription only, in accordance with Directive 92/26/EES;

2. Contain psychotropic or narcotic substances, the relevant definitions of inter-
national conventions;

3. Due to the peculiarities of the composition and actions designed and intended
for use without medical intervention, if necessary, on the advice of a pharmacist, for
example, for diagnostic purposes, treatment, or monitor them.

In the states of the EU prohibited advertising for public mention of the following
conditions:

- Tuberculosis;

- Sexually Transmitted Diseases;

- Other dangerous infectious diseases;

- Cancer;

- Chronic insomnia;

- Diabetes and other metabolic diseases.

Any advertising of medicinal products must:

1. Be conducted in such a way as to make it clear that the message is an adver-
tisement and that the advertised product is identified as a drug.
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2. Contain the following minimum information:

- the name of the drug, its common name, if the drug has only one active ingre-
dient;

- the information necessary for the proper use of the drug;

- a clear recommendation to carefully read the instructions on the package in-
serts annotations or the secondary packaging.

Any advertising of medicinal products to persons qualified to prescribe or supply
such products shall include:

- basic information relevant to a brief characterization of the drug;

- the category of a drug holiday.

In the EU countries is allowed include in such advertising the sale price or the
price of different packages of drugs, as well as information about the conditions for re-
imbursement of the drug by social security bodies.

In Ukraine, the advertising of medicines is regulated by the laws of Ukraine “On
Medicines” and “On Advertising”, separate by-laws and Regulations of the Ministry of
Health.

The information content of advertisements for medical facilities and doctors, re-
gardless of its form, must be based on science-based materials. Advertisements should
contain a full, clear and understandable professional information that meets the prop-
erties of the drug contained in his succinct description of the instructions for medical
use, but does not exceed its volumes. Advertising should be aimed at promoting the
rational use of medicines, to represent it objectively and without exaggerating positive
gualities. Do not allow limitations on information on medicinal products for medical
and pharmaceutical workers, except as permitted by applicable law.

Advertising of medicines intended for hospitals and physicians carried out only
through specialized print media, designed for medical and pharmaceutical profession-
als. Health Ministry of Ukraine provides information to medical institutions and doctors
registered on the drugs and those that are removed from the State register of medi-
cines in Ukraine. Peculiarities of regulation of medicines and other medical goods and
services listed in the article 21 of the Law “On Advertising” (2005). Here is the content.

1. Allowed advertising:

Only such medicines, medical equipment, methods of prevention, diagnosis,
treatment and rehabilitation in the prescribed manner permitted by the specially au-
thorized central executive authority in the health sector for use in Ukraine;

Only those medicines that are dispensed without a prescription (prescription)
doctor, and only such medical equipment, methods of prevention, diagnosis, treatment
and rehabilitation, the use of which does not require special knowledge and training.

2. Prohibited to advertise of medicines consumed, and distributed only by pre-
scription (prescription) doctor.

3. Prohibited to advertise of doping substances and / or methods for their use in
sport.

4. Advertising of medicines, medical equipment and methods of prevention, di-
agnosis, treatment and rehabilitation should include:
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objective information about medicinal and implemented so as to make it clear
that the above message is an advertisement and what the advertised product is a drug;

full pharmacological name of the drug and the manufacturer's name;

general reservations on the use of medicines, medical equipment, methods of
prevention, diagnosis, treatment and rehabilitation;

recommendation for a mandatory reference to the instructions for use supplied
with the medicines.

5. Advertising of medicines, medical equipment and methods of prevention, di-
agnosis, treatment and rehabilitation cannot contain references to the therapeutic ef-
fects with respect to diseases that are not susceptible or difficult to treat.

6. In the advertisement of medicines, medical equipment, methods of preven-
tion, diagnosis, treatment and rehabilitation placement be prohibited:

information that might give the impression that if the drug use or application of
medical technology consulting with a specialist is not necessary;

information that the therapeutic effect of drug use or application of medical
technology is guaranteed;

changes in the human body image or parts of it due toillness, injury;

allegations giving rise to fear or development of disease or worsen their health
due to the fact that they will not be applied advertised medicines, medical equipment
and medical services;

statements that promote opportunities for self-diagnosis of diseases, pathologi-
cal conditions and their rights of self-treatment with the use of medical goods adver-
tised;

references to drugs, medical equipment, methods of prevention, diagnosis,
treatment and rehabilitation as the most effective, most secure, exclusive to the lack of
side effects;

comparisons with other drugs, medical equipment, methods of prevention, di-
agnosis, treatment and rehabilitation in order to enhance the advertising effect;

references to specific cases of successful use of medicines, medical equipment,
methods of prevention, diagnosis, treatment and rehabilitation;

advice or reference to the recommendations of health professionals, research-
ers, medical institutions and organizations on the advertised goods or services;

special expression of gratitude, appreciation, letters, excerpts from them with
recommendations on the use of stories and the results of the advertised goods or ser-
vices from individuals;

images and references to the names of popular people, the heroes of the film,
television and animated films, reputable organizations;

information that may mislead consumers about the composition, origin, per-
formance, protection of patent medicine.

7. In the advertisement of medicines, medical equipment, methods of preven-
tion, diagnosis, treatment and rehabilitation of prohibited participation of physicians
and other medical professionals, as well as those which simulates the appearance of
the appearance of the doctors.
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8. Not allowed to put in the advertising of medicines information, which allows
the possibility that the drug is a foodstuff, cosmetic or other consumer product, or that
the safety or effectiveness of this tool due to its natural origin.

9. In advertising, cosmetics, food, vitamins and other nutritional supplements are
prohibited reference to the fact that these products have medicinal properties if such
properties have not been confirmed in the manner prescribed by law by the specially
authorized central body of executive health.

10. Advertising of therapeutic sessions and other events with the use of hypnosis
and other methods of contact, the influence of mental or bioenergy.

11. Advertising of diagnosis or treatment, this is not based on direct contact with
the patient’s physician.

12. The provisions of this Article shall not apply to advertising of medicines,
medical equipment and methods of prevention, diagnosis and treatment and rehabili-
tation programs, placed in specialized publications for medical institutions and physi-
cians, as well as distributed at seminars, conferences, symposia on medical topics.

Advertising of medicines for children and adolescents is based on the resolution
of Health Ministry of Ukraine after the previous examination and approval of advertis-
ing information from experts GP “National centre of expertise”.

Unfair advertising of drugs is prohibited. Unfair advertising of medicines is con-
sidered to be advertising, which is due to inaccuracy, ambiguity, exaggeration, silence,
or enters information may mislead the consumer advertising, carrying a threat to their
health.

As unfair regarded also advertising, content of which is not consistent at all, no-
tify the applicant of the rejection of advertising (submitted a letter of refusal), or found
a deviation from the contents of the already agreed advertising materials relating to
the caveats identified by Ministry of Ukraine.

The procedure for recognition of the misleading advertising of medicines is car-
ried out in such cases:

- if the Ministry of Health received a complaint from a consumer drug advertising
on the fact of its causing harm to health;

- if in the process of conducting surveillance of drug advertising found violations
of the requirements of Ministry of Health to the content of information that can be in-
cluded in the advertising of medicines.

The decision on the recognition of the misleading advertising of medicines takes
Health Ministry of Ukraine on the basis of relevant expertise conclusion of GP “National
centre of expertise”. Ministry of Health of Ukraine may withdraw permission for pro-
motion of medicines, if it does not meet legislative requirements or considered unfair.

8.6. PLANNING AND ORGANIZATION OF ADVERTISING CAMPAIGNS

Marketing includes advertising campaigns, which should focus on
strategic marketing planning purposes. The relationship of all parts of is
the foundation of a unified marketing strategy and tactics of advertising in
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the marketing system. For this reason, the development and implementing
the Plan of the advertising campaign must first agree on the objectives and
principles of marketing to the general plan of the company or enterprise.

During planning advertising activities for specific product should be
taking into account the stage of the life cycle, which he experienced in the
market.

Advertising plan of action must be based on an analysis of customer
requirements, market segmentation and positioning of goods. The devel-
opment plan should provide for variety and optimum combination of vari-
ous types and forms of advertising.

In the planning advertising campaigns of medicines identified a number of
stages:

1. An object is determined by the advertising (a drug company)

2. Determined by the subject or target advertising, then there is a group of
consumers (patients, physicians, pharmacists) that need to give information about
the pharmaceutical product

3. Determined the motive of advertising, that is on what should be focus of
the advertisement (information) in order to attract consumers' attention

4. Elected by the types of advertising media

5. Prepared an ad — formulated title, ad text, illustrations, determined, if nec-
essary chosen character, media advertising

6. A schedule advertising presentations — promotional activities are coordi-
nated in time (months, weeks, days, hours, etc.), by type of media advertising and
its distribution

7. Prepared cost estimates for the promotional activities

8. Determined in advance of advertising effectiveness.

Justification of the majority of these steps must take into account the charac-
teristics of drug advertising and its regulation, set out above. Here we should pay
attention to the preparation of budgets for advertising and pre-determine the effec-
tiveness of advertising.

Planning of advertising budget provides for the determination of the
total funds required for the purposes of advertising and the volume of their
use. Perhaps the use of these methods:

1. Calculation of the advertising budget with the percentage of the
previous or prospective sales volume:

p_ Advertising accocations <100

Volume of sales
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2. Taking into account the practice and the level of advertising ex-
penditures of competing firms and the market share of the firm (the
method of parity with its competitors).

3. The method of residual funds in which the firm allocates the re-
maining amount on advertising funds after distribution of all other market-
ing purposes.

4. The total amount of the required advertising costs calculated on
the basis of estimated costs for each of the scheduled species and forms of
advertising (e.g., publication of advertisements in trade publications, ad-
vertising on television, etc.).

5. Calculation of the advertising budget by using mathematical mod-
els that considers the influence of several factors, such as the stage of
product life cycle, market share, the level of demand, etc.

In determining the advertising budget, it is necessary not only to cal-
culate the total amount spent on advertising, but also to distribute them on
the functions of advertising (e.g., advertising research, production of adver-
tising), the markets, advertising media and the advertised goods.

Advertising campaigns are constantly compounded, increasing their
cost. Due to the continued growth of advertising costs for any advertiser is
desirable to maximize the return on money spent. Therefore, is necessary
to determine the effectiveness promotional activities.

[t is necessary to distinguish between economic or commercial adver-
tising effectiveness and efficiency of psychological or communicative im-
pact of individual elements of advertising on the minds of consumers. It
should be noted that the psychological impact of advertising is most effec-
tive if it is accompanied by the decision to purchase the goods. In turn,
from this depends largely on cost-effectiveness of advertising.

Evaluating the effectiveness of advertising is carried out during and
after the campaign. For a preliminary evaluation using a comparison of
tasks that were set before advertising, and the results obtained, the devia-
tions are determined and analyzed the reasons for these deviations.

Cost-effectiveness of advertising is calculated by determining its ef-
fect on the increase in sales. The most accurate, such an effect can be stud-
ied only if the growth in sales is just after publicity.

To evaluate the effectiveness of advertising and other promotional activities of
pharmaceutical product indicators analyzes:

1. Awareness of the brand (as determined by questionnaire)

2. The level of the single use of the drug

3. Number of multiple-level brand.
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To quantify the promotional activities of pharmaceutical product using the con-
version factors:

- percentage of consumers who carried out the purchase of a brand identity to
the number of consumers who were aware of the brand. Factor of 50% is considered
high. If it is lower than the competition, analyze price, image, brand, packaging and
quality of the advertising message;

- percentage of the number of customers engaged in multiple purchases brand
to the number of customers that have implemented a unit purchase. This ratio indi-
cates the degree of customer satisfaction brand, the perception of their relationship
"quality — price."

To analyze the cost effectiveness of advertising can be used and the
method of expert evaluations.

8.7. SALES PROMOTION OF PHARMACEUTICAL GOODS

Sales promotion is a combination of techniques used throughout the
product life cycle for the three participants in the market (consumer,
wholesaler, dealer), for short-term increase in sales and increase the num-
ber of new customers. Sales promotion in contrast to other means of mar-
keting communications, you can quickly affect on the supply and demand
immediate change consumer behaviour.

The choice depends on the purpose of promoting the object of the up-
coming impact, i.e. the target audience. Thus, the objectives of stimulating
consumers with the highest importance, are increasing the number of cus-
tomers, and increase the quantity of goods purchased by the same buyer.

To tools of sales promotion for buyers include:

1. Financial

2. The credit

3. Distribution or delivery free samples (sampling)

4. Premium sales, coupons

5. Competitions and lotteries among buyers

6. The use of packaging

7. An expanded sales campaigns of goods

8. Service policy.

The most important tools for promoting markets are financial, in par-
ticular, in the world used a large number of discounts: general (simple)
complex, "Skonto" bonus, progressive, seasonal, export, special, hidden,
confidential, and others (Fig. 8.5).
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Types of discounts

Total (simple) discount

given with the sticker or with the reference price. It can be
attributed to discount which is given at purchase of goods
by wire transfer (skonto)

\ 4

Discount on sales
given to regular customers on the basis of special
arrangements

A 4

Progressive discount

the discount on the amount or quantity production. Given
to the buyer if they buy it before a certain quantity of
goods, which increases

A 4

Dealer discount
is given by the permanent representatives or brokers sales

Y

Special Discount

is given to privileged customers in applications which are
particularly interested sellers to test the party and the
application

A 4

Export discount

given to sellers on the sale of goods to foreign buyers in ex-
cess of those discounts that apply to customers of the do-
mestic market

A 4

Seasonal discount

given to the buyer in the form of discounts on freight, pref-
erential or interest-free credits, distribution of free samples

\ 4

Discount on return
given to the buyer when returning them to the previously
purchased from this company the goods obsolete model

\ 4

Discount on sale of old equipment
is sometimes up to 50% of the initial price of the goods

A 4

Figure 8.5 - Types of discounts in the sales promotion

Effective means of sales promotion is credit: short, medium and long
term. Credit stimulates an increase in sales volume is not only expensive,
but cheap goods. Now get a large spread of credit cards for electronic pay-
ments, which are actively stimulating sales.
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Tool of sales promotion can be a guarantor of money back in case of
dissatisfaction with the quality of the buyer or the consumer properties of
goods.

Increased interest of customers helps the distribution or sending free
samples. This method can be used to explore the views of consumers on the
goods-samples.

Premium sale is set as a gift or a free delivery of additional quantities
of the goods if the buyer becomes necessary for this quantity.

Often, to advertisements, or packaging of products are added cou-
pons that give holders the right to purchase goods more cheaply. Coupons
may also apply through the press or delivered to your home.

Distributions acquire various competitions and lotteries, which are
held among customers.

Sales promotion contributes to the development of such packages,
which can be used repeatedly.

Important means of sales promotion campaigns are expanded sales of
goods, which are often organized in connection with the end of the season. In
this case, with skilful marketing approach to the display of goods may be sold
not only reduced-price products, but also those that are sold at regular prices.

Service policy provides for the maintenance of sold products and ser-
vices are providing to the buyer with respect to different service delivery
and transportation of goods.

Reseller (wholesale and retail) is a specific object of promoting, per-
forming regulatory functions to promote the product. Aims to promote a
product to give a certain image, to make it easily recognizable, to increase the
amount of goods entering the retail (pharmacy) network; the greater interest
of the intermediary in the active marketing of a particular brand of goods.

Means of stimulating mediators are:

- discount (with the large volume of the consignment for sales vol-
umes and re-acquisition, the purchase of a new product);

- commodity credits, deferred payment;

- award in the form of prizes and competitions for professionals;

- commission payments for long-term effective contacts;

- organization of congresses, education and training of dealers;

- ad on-site sale of goods;

- aid in the design of retail space, the provision of intermediary free
shop equipment and tools necessary for the implementation of certain
goods, etc.
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The objectives of stimulating sales staff (the seller) are:

- the transformation of an inert and indifferent to the product in a
highly motivated seller enthusiast;

- an increase in sales of goods;

- promoting sKkills, exchange of experience between them.

To the tools stimulating sales applies: awards; awarding of gifts; addi-
tional leave; organization of competitions to award the winners of special-
ists; conferencing vendors; the allocation of permits for recreation and
tourist travel; use of moral incentives (diplomas, congratulations, thanks).

Control and evaluation of sales promotion are carried out using
different approaches: a preliminary assessment (including laboratory and
market testing); the final assessment. In order to use the pre-assessment
test plan, testing ways to encourage (including, for example, the choice of
prizes for awarding winners) experiment, during which compares the
various options for sales promotion, market testing of the real buyers in
specific commercial enterprises or large-scale test program to stimulate
sales in a representative region of the national market.

Final evaluation of the results of sales promotion can be carried out on
such indicators:

-the number and percentage of purchases as a result of the action;

- the percentage of used coupons;

- the amount of the costs of promotion unit of the commodity;

- profits and profitability of the activities.

8.8. PERSONAL SELLING. NETWORK AND DIRECT MARKETING.
BRANDING

Personal selling as an element of marketing communications is the
process of creating by the seller favourable conditions for complete the
purchase potential buyer. The advantage of this form of sales promotion
are the direct sellers' contact with end users, individual work with them,
that stimulates the sale of products to suit your individual customers. In
addition, personal selling is an important source of market information and
a channel of direct and inverse relationships between sellers and buyers.

The main steps in the process of effective selling. Deal with private
sales may be varying degrees of complexity may be a few minutes or for
several years. In any case, there are all stages of the planned sales process
(Fig. 8.6).
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After-sales contact | Step 7

A 4

Completion of the sale Step 6

Y

Y

Overcoming objections Step 5

> Presentation Step 4

_|Conquest of arrangement
the client Step 3

> Preparing Step 2

Search and selection of
potential buyers Step 1

Figure 8.6 — The process of effective sales

Stage of selection of potential buyers of the drug includes the formation of long-
term portfolio sales (the list of pharmaceutical wholesalers, pharmacies, which could
be potential buyers) and to identify those customers who show a desire to buy a prod-
uct vendor, the selection of potential customers — managers or specialists who have
the authority to transaction.

Preparing begins with collecting information about a possible buyer (including
the names of key employees of the firm or wholesale pharmacy, information about
their role in decision-making, motivation buying existing suppliers, financial capabilities
and etc.). Chosen approach to the client defines the objectives of the visit (for example,
to obtain an order or simply to convince the company to become a potential cus-
tomer). Is also carried out prepare a presentation.

Conquest of arrangement the client to a large extent depends on the first posi-
tive impression on the client: appearance, attitude and behaviour of the seller's open-
ing statement. Conducting presentations is the most important stage of personal sell-
ing, which aims to establish a personal contact with potential clients and to submit such
information about the drugs that would be persuaded to buy or make an order (or get
a prescription drug). Used two methods of presentation: a mechanical approach (often
used by beginners, involves retelling of memorized information about the properties
and advantages of the drug) and the targeted approach (used by professionals: medical
sales representative, or identify specific needs and provides a potential buyer for his
presentation address).
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The task of any presentation is the attention, interest, desire, action (AIDA).

The basic principles of the presentation:

1. Avoid exaggeration, use of superlatives, buzz words

2. Efforts to turn weaknesses into strengths pharmaceutical product

3. Think about the tactics of behaviour in relation to competitors

4. To raise the subjects of interest or concern a client to demonstrate their
value

5. Surrounded by his company and its product an aura of recommendations

6. To prove anything that is put forward as an argument

7. Do not abuse the special and technical terms (the client is not convinced
that we say and what he understands)

8. Be creative in describing the use of the goods; use the technique of in-
volvement

9. The main part of the presentation should not take more than 17 minutes.

The next step is to overcome personal sales objections. Objections are usually
considered as an indication of interest of the client as an opportunity to develop
new ideas. There are three approaches to overcoming objections: 1) seller (sales
representative) gives a counter-question, 2) responding to customer objections, and
3) said that the issue requires careful consideration and it will be back later.

Stage of completion of the sale is to take a customer buying decisions.

It is important to support after-sales contacts, providing verification of the re-
sults of the contract (delivery of the drug, the purpose of his doctors and satisfaction
with the mediation firm, pharmacy or physician).

Foreign companies spend more on direct sales than advertising. Per-
sonal or direct sales are flexible and adaptable, and costs of its implemen-
tation are more effective than advertising costs.

Sales agents, as well as wholesale firms are intermediaries whose
work promotes the marketing of products. In contrast to the wholesalers,
who purchase the rights on the product (becomes its owner) and then sell
it to retailers and consumer organizations, trade agents, the manufacturer
will never own the rights on goods they sell. The manufacturer retains
these rights for themselves, paying agent fees (a fixed percentage of mone-
tary agreements). One of the most common types of trading agents it is
sales representatives.

During this infancy period and initial development of the pharmaceutical mar-
ket manufacturing companies, foreign representatives of pharmaceutical companies
preferred medical representatives, acting as informants’ audiences. Their work is
aimed at building demand. Recently, in order to increase sales firms use labour of
medical (pharmaceutical) representatives from the commercial functions.
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The firm, which employs sales representatives, shall have a system of
recruitment, selection and training, monitoring system performance and
evaluation system of sales representatives or agents.

Among the sales representatives who achieve great success, there are
people with different personal qualities: some are open, friendly, aggres-
sive and energetic, while others are shy, polite and not energetic. Because,
as a rule, it is difficult to establish a specific list of criteria for selection of
sales representatives. However, it is considered that useful for a company
sales representative should possess at least two main features: 1) a sense
of empathy, that is, the ability to feel the feelings of the client, 2) commit-
ment, a significant need for the implementation of personal selling.

Educational training programs for sales representatives have several
objectives:

1. Introduce a sales representative with the company and training
him identify with her. We study the history of the company, its tasks, or-
ganization, management, financial structure, production capacity, major
products and information on the volume of sales

2. Introduce a sales representative with the goods of the company

3. Introducing a sales representative with the peculiarities of custom-
ers and competitors

4. Training of sales representative conduct effective sales presenta-
tions

5. Introducing a sales representative with the peculiarities of his
work and related duties.

Functions of employees who are engaged in personal selling may dif-
fer depending on the particular type of product and market. In general,
sellers can be divided into three categories in accordance with the terms of
duties performed by them: 1) the sellers are "mined" the order; 2) sellers
who accept the order; 3) vendors who provide support for the sale.

"Getter"” of orders is responsible for attracting new customers and in-
creasing sales to regular customers. Sometimes obtaining of orders re-
ferred to as the creative selling especially when the seller has to spend
considerable time identifying the needs of consumers and to develop
strategies that would induce the client to implement the purchase.

Acceptors of orders rarely use creative methods of sale, and their
functions are reduced to a simple order fulfilment, but they play a signifi-
cant role in the sale.
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Staff support the sale is usually not involved in direct selling of goods,
but facilitates the efforts of the sale, provides a variety of services. The du-
ties of these workers may include the study of demand and customer
needs, providing comprehensive information to potential and existing cus-
tomers, creating a favourable attitude toward the company and after-sales
service. The three most common categories of employees who provide
support to sales are sales representatives, technical and sales agents.

Sales representatives of manufacturers disseminate information on
new products to existing customers (of course wholesalers and retailers)
and convince them to purchase these goods for the implementation of its
customers.

Manufacturers of pharmaceutical and medical goods entrusted to its trade
(medical) representatives to attend the leaders of wholesalers and pharmacies, physi-
cians and pharmacists (pharmacists). Representatives of the samples allowed them to
provide information, answer their questions and trying to persuade doctors to pre-
scribe drugs that produce their businesses.

Important for the formation of the demand for drugs has active cooperation of
the medical representatives of pharmaceutical companies with employees of pharma-
cies and physicians, the organization of scientific and practical workshops and confer-
ences, publication of research results in scientific journals industry, publishing instruc-
tional guidelines.

Stimulating factors of distribution are also a means of direct advertising (see the
instructions on the use, leaflets, postcards, posters, advertisements in professional
journals, exhibitions) and indirect (non-fiction transmit radio and television) advertising
activities.

In the area of drug supply an increasing population has self-development, which
requires greater attention to the visitors of pharmacies by pharmacists. As a rule, they
are not just retailers or sellers of drugs, and consultants. The pharmacist (chemist),
gives the patient background information and advises on the choice of drug, conducts
advocacy on the impact of self-medication.

Reviewing the activities of pharmacy products wholesalers (intermediaries) and
producers should be aware of their importance as a connecting link between the en-
terprise and consumers (and physicians, and patients) drugs. The pharmacist at this
point acts as a marketer, who plays an expert in the study of the demand for drugs, the
requirements for their quality, packaging, price, etc., helps to identify market niches,
new product development, advertising and implementation of information activities to
promote medicines, and sometimes collects and summarizes information on clinical
trials of drugs or consumer reaction on the introduction of new medicines.
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One of the most dynamic areas of modern business strategy is to
network marketing. This is a unique and highly effective approach to sales
promotion and sales. Network marketing is a combination of the tradi-
tional method of direct sales to the distribution of goods over networks.
The use of network marketing enables companies to expand their sales in
traditional markets and successfully open new markets around the world.

Network marketing is through their channels of high quality products
and services that cannot be acquired by traditional methods.

In the pharmaceutical market network marketing is a form of promotion of
special supplements, and is used along with the implementation of a pharmaceutical
company (institution).

The high quality of service in network marketing provides a high
level of culture and training of distributors who deliver the goods directly
to consumers. According to the rules of network marketing distributors are
able to purchase goods at wholesale prices and receive a discount for re-
peat sales. A special award provides for attracting new customers through
recommendations of products and services and through personal example
of their use.

Different firms coordinate the work of their sales representatives
with different levels of requirements. As a rule, standard of the desired
number of visits, how long they should take to find new customers, effec-
tive use of time.

Most sales representatives for work with full dedication and needed
some encouragement, and specific incentives. Therefore, the firm's man-
agement may affect their morale and productivity by creating a favourable
climate in the organization, establishing norms sale, use of positive incen-
tives. Among the latter, there are trade meetings, which enable commercial
(medical) representatives communicate with each other, to meet with
company management, to feel involved in a large organization. In addition,
the company organizes competitions sales, use such incentives as awards,
honours, to participate in the profits. Of primary importance is the system
of payment of sales personnel. The total amount of payments consists of
several elements: the fixed payments, variable payments, reimbursement
of expenses and additional payments. Fixed payments provide a steady in-
come sales representative, variable payments are provided in the form of
commissions, bonuses, dividends, additional payment a payment for the
holidays, help due to illness, retirement, insurance.
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Direct marketing is a marketing communications tool that provides
immediate interactivity seller or manufacturer of the goods to the ultimate
consumer of the product, designed for a specific response or transaction. In
this definition the emphasis is on “specific response”, which is typically an
order from the buyer. Therefore, direct marketing, sometimes called “di-
rect marketing of orders”.

Direct marketing is a form of retailing. It is used for the sale of goods
and individuals, and organizations to consumers.

Forms of direct marketing are:

1. Implementation of the goods after the buyer pre-selection in the
catalogue

2. Order by mail

3. Trade-based newsletters, advertising inserts, brochures, leaflets,
television and radio advertising (direct mail)

4. The sale by telephone

5. Sales through vending machines

6. Internet Marketing

7. Advertising with direct withdrawal (a response on the attached
coupon, or on a "call now").

Direct marketing was developed in the 90s of last century as a conse-
quence of moving away from mass marketing. Shopping at home contrib-
uted to the high cost of operation of the automobile, traffic congestion, dif-
ficulty in parking the car, lack of time for shopping, etc.

Direct marketing is used for making medicines, medical devices, due to the
complexities of pharmacy visits because of illness or old age buyer, sometimes due
to time constraints. With the use of forms of direct marketing of pharmaceutical
products sold range of health-care and other institutions.

Branding is an activity for the formation and implementation of
brand and management. Branding is seen as a process of integrated brand,
product and business to create long-term positive relationship with the
consumer. In the process of branding involves all areas of marketing: mar-
ket research, target market selection, product development, pricing poli-
cies, marketing products, their promotion and planning of marketing ac-
tivities. Branding is especially important for complex promotion: advertis-
ing, sales promotion, personal selling, the formation of public opinion.
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When making decisions related to branding, it is necessary to observe
the following principles:

- strategic direction and long term;

- a sequence is interconnected with the previous actions of branding;

- the complexity is the use of all of the marketing program for branding;

- a systematic account of the relationship between aspects of the brand;

- a combination of tradition and innovation;

- integrated marketing-oriented as a commodity and the consumer.

The process of forming brand includes the following stages: 1) brand
positioning; 2) creating brand strategy; 3) developing the idea of a brand;
4) search for a name brand; 5) testing the brand.

Branding can be applied to various products, including those for pharmaceuti-
cals. The value of branding in the pharmacy due to the fact that drugs are high-tech
goods, consumers are generally unable to independently understanding the drug,
there are risks and uncertainties in the sale and consumption of drugs.

8.9. PUBLIC RELATIONS

Public relations (PR) are a long-planned effort to create and main-
tain goodwill and mutual understanding between an organization and the
public. There is another definition, according to which the public relations
- the art and science of analyzing trends, predicting their consequences,
giving advice to management of organizations and programs of action in
the interests of organizations and society.

The purpose of public relations is to establish two-way communica-
tion for the manifestation of the general ideas and common interests and
mutual understanding based on truth, knowledge and full awareness.

The functions of the public relations include:

- establishment of mutual understanding and trust between the or-
ganization and society;

- creation of a "positive image" of the organization;

- preserve the reputation of the organization;

- creating a sense of responsibility in your organization and interest
in the affairs of the enterprise;

- expanding the sphere of influence of the organization through ap-
propriate promotion and advertising.
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Any public relations activities consist of four distinct but interrelated
parts:

1. Analysis, research and formulation of the problem.

2. Development program and budget activities.

3. Implementation of the program.

4. The study results, the evaluation and possible revision.

These components are sometimes referred to as system RACE: Re-
search, Action, Communication, Evaluation (assessment).

The tools of public relations include:

- communication with the media is the press conferences and brief-
ings, the direction of press releases in the media, interviewed managers
and company representatives in the media, preparation of reports with the
company on television and radio, etc.;

- a printed edition of the annual reports of large companies about their
activities, the publication of corporate (company), magazines, pamphlets;

- the participation of enterprises in conferences, industry congresses,
associations, social organizations;

- contacts with the government is lobbying for the interests of the com-
pany, invited the heads of government to participate in various activities of
the company, in the presentation of new products, etc.;

- Public Relations on the Internet is a WEB-page placement of the com-
pany, sending e-mail press releases, participate in online conferences, etc.;

- other means of public relations is a presentation, open house, photo
exhibitions, film and photo tools.

Advertising is also an integral part of public relations as it affects the
image of the company in the public eye. Moreover, the only commercial
product, even a high quality, there is not enough, if the manufacturer con-
ducts an inefficient social policy or incorrectly perceived by the public. It is
essential that the company had a sufficient level, and the public know
about the benefits that it brings.

That is what the aim of the prestigious or institutional advertising is.
There are two types of prestigious advertising: the first has set itself the
task to inform the public about the contribution that the firm makes to the
welfare of the country, the second type of advertising is limited to provid-
ing information on matters of interest to the public, and only remember the
name of the company.

An integral part of marketing strategy, which identifies the individual
firm, is sponsoring. Sponsorship is defined as a type of business, whose
main objective is to work for the benefit of both the sponsor and the recipi-
ent of its aid.
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Public relations are an integral part of management and marketing.
At present, management in the business pays considerable attention to
public opinion about the organization of its activities. In this regard, ex-
perts in public relations managers are perceived as professionals can help
in dealing with public opinion. It is important to public relations specialist
had access to senior management, since it is only through the company's
management is possible to perform the tasks facing the organization in the
field of public relations.

Public relations as a component of marketing contributes to solving
its problems: sales promotion, product quality improvement, to achieve
compliance with the consumer properties of the product requirements of
enterprise customers, improves service.

8.10. EXHIBITIONS AND TRADE FAIRS

Participation in trade fairs and exhibitions of products helps companies
promote their markets and increase sales. Fairs and exhibitions allow you to:

- see the goods in the nature and effect;

- get answers to questions that are interested, on the consumer prop-
erties of the product and its operation;

- read the brochures and other promotional literature;

- engage direct contact that is to perform a significant advertising and
marketing of products enabling the function.

In recent times the difference between the exhibitions and fairs are
erased. Previously the difference between them was that the exhibition
was informative, but contained a fair commercial aspect. At the present
time and at exhibitions and fairs concluded contracts. However, certain
features are preserved. For example, occur periodically in the fair at the
same time, same place.

Mainly predominates exhibitions an increasing number of special-
ized, thematic exhibitions. There are also universal, multidisciplinary, ex-
hibition of consumer goods.

At exhibitions and trade fairs is a great business and advocacy work:

- negotiations are held;

- distribute promotional items;

- demonstrate advertising films;

- organizes thematic conferences, press conferences, seminars;

- carried out radio and television advertising.
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The company when planning participation in exhibitions or fairs,
should decide in which exhibitions and fairs it is expedient to take part and
why. Main objectives of participation in exhibitions are:

- search for new customers;

- contracts of sale;

- formation (or support) a favourable image of the company (firm);

- the search for new intermediaries;

- demonstration of goods;

- collecting information about competitors and others.

In Ukraine, special exhibitions in the field of medicine and pharmacy held in the
capital, and regional levels. The main annual event in the exhibition business, the indus-
try is the international exhibition “Health”. It submitted medical equipment and appli-
ances, laboratory and diagnostic equipment, medicines, Para pharmaceutical products,
pharmaceutical engineering, equipment and medicines for stomatology, ophthalmol-
ogy, optical components, laser and electro-optical technologies, etc., equipment, tech-
nology and radiological monitoring techniques, special dietary supplements.

Each year, organized a cycle of international specialized exhibitions medicines
“Pharmacology”, focused exclusively on the exhibitors, manufacturers of medicines.
Participation in the exhibition provides a pharmaceutical company gradual preparation
for it (Fig. 8.7).

Select the purposes of participation in the exhibition

v

Selection of the exhibition

v

Preparing to participation in the exhibition

v

Develop a plan for the exposition and budgeting

v

Evaluation of the results of participation in the exhibition

Figure 8.7 —Block diagram of the phase of preparation
for participation in the exhibition

The first stage of preparation for the exhibition provides selection of the pur-
poses of participation in the exhibition (support company image in the market, the
promotion of new drugs, etc.), assessment, whether it is the one market in which
the interested firm.
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The second phase includes: selection of the level: the capital or regional;
analysis of the time and place of the exhibition, the rating of its organizers and
sponsors information.

Preparing to participation in the exhibition is in the selection of personnel, de-
termining the necessary exhibition space, the development plans of commercial
work in the exhibition, advertising and other activities during the exhibition, signing
contracts for services, exhibitions, etc.

In the selection and training of personnel for the exhibition draws attention to
the professional qualifications and personal qualities of workers, in particular the
high level of professionalism and ability to communicate and adapt to circum-
stances, creativity, language training, work experience at trade shows, etc.

As part of preparation for the exhibition allocated the selection of facilities
which effect on visitors. Traditional forms of drawing attention to the stands and
winning the favour of potential customers and partners are branded bags, pens, cal-
endars, brochures, folders, flyers, etc. Among the original forms of work with the
visitors can select the free distribution of OTC drugs of its own production, the hold-
ing of the exhibition scientific seminars, production of original promotional bro-
chures and posters.

The next step is to develop a plan for the exposition and budgeting, that is:

1. Identification of the exhibition stand and a plan, choosing an advertising
agency for its design. It should be remembered that the exhibition stand is a com-
municative role in its design to be displayed corporate identity.

2. Prepare a list of partners to be invited to the exhibition on behalf of the
company

3. Allocation of responsibilities between the performers.

The major component of the preparation phase is to calculate the estimates,
which must take into account these cost items: the cost of renting exhibition space;
the cost of manufacturing, assembly and design of the stand; cost of acquisition
(lease) of exhibition equipment; the cost of the work with visitors to the exhibition;
the cost of training and maintenance personnel; other costs.

In evaluating the results of the participation of pharmaceutical companies
(firms) in the exhibition can be used criteria: the objectives of participation in the
exhibition; the number of new clients interested in the information of the company;
the number of new intermediaries, which have concluded agreements; the volume
of orders received in cash; the number of visitors to stand firm (including potential
buyers); received information about customers and others.

In general, fairs and exhibitions contribute to the formation of the
commodity market, the rationalization of economic relations. The main
purpose of trade fairs and exhibitions is in advertising and familiarize po-
tential customers with new products in order to determine the actual sup-
ply and demand.
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8.11. ADVERTISING ON POINT OF SELLING. MERCHANDISING IN
PHARMACIES ENTERPRISES AND INSTITUTIONS

POS (point of selling) is characterized today as an integrated mar-
keting communications at the point of sale which require elements and
techniques of advertising, sales promotion, personal selling, public relish-
ing and other means of marketing communication at points of sale of
goods.

Integrated marketing communications in the place of sale shall be
considered and as part of merchandising.

The main methods and tools of advertising on the point of sales are:

- external - signs, shop windows, light boards, etc.;

- internal - ways and means to promote products that are sold di-
rectly on the trading floor (promotional goods calculations, billboards,
posters, showroom, shop, etc.).

Determination and characterization of merchandising, there are dif-
ferent approaches. From the standpoint of a merchandising approach is a
model to increase sales, aimed at increasing the profits of the pharmaceuti-
cal market, offering a basic grouping of rules in four sections. The first sec-
tion consists of rules that can be summarized as follows: the optimal avail-
ability of the necessary range of quality goods. The second section includes
rules that promote the efficient and optimal location of the goods. Rules of
third division relating to professional providing information about the
product and its properties. The fourth section is common to all of the pre-
vious three sections, and it describes the use of instruments of control nec-
essary to comply with its rules. Since the principles of variety, information
services and consumer marketing surveillance are described in the rele-
vant sections of the textbook, there will be a speech about the merchandis-
ing activities primarily as a product placement.

Merchandising is a component of the marketing activities aimed at
ensuring the most effective product promotion at the retail level, promo-
tion of activities in the field of trade. Or, merchandising - is marketing in
the retail point, consisting of equipment for product placement, design and
layout of promotional materials at point of purchase.

Common law defines merchandising favourable conditions of sale:
products with a corresponding name of the respective prices must be
available in the right place at the appropriate time and appropriate promo-
tional support.
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Merchandising helps to increase the so-called spontaneous purchases under the
influence of incentive items, including: attracting attention; the emergence of interest;
motivation of purchase; expression of willingness to act.

Found that 30% of buyers make a planned purchase, and 60% are unplanned, in-
cluding impulsive.

The main rule of effective merchandising is that it must be the result of joint ef-
forts of producers, distributors and pharmacies.

Because the pharmacy enterprises (institutions) and their structural units com-
bine the functions of the pharmaceutical trade visitor services, and medicines and
other pharmaceutical products have their own specific range, usually in pharmacies us-
ing common principles, laws and rules of merchandising with a certain branch of adap-
tation.

Registration of pharmacy and trading hall. Merchandising begins with the de-
sign of the facade pharmacy, its front windows and signage. This takes into account the
fact that the flow of pedestrians on the right side of the stronger pavement. Analyze
the placing of public transportation stops, parking places, large commercial and cultural
centres, offices and businesses.

Visitors should bring to the pharmacy a modern and comfortable interior design,
style, layout, lighting sales area, cleanliness, lack of foreign smells and sounds, the con-
centration of product placement and sales departments. The orientation of the buyer
in the sales area must go 20-25 sec., so must have appropriate labels. For example, the
“Prescription department”, “Department of OTC”, “Medicinal Plants”, “Beauty”,
“Help”, “Cash”, etc..

Registration of pharmacy taking into account the features of merchandising, con-
tributes to the minimal cost of time a visitor for the purchase of drugs, therefore, they
becomes regular customer.

In planning and implementing calculations of pharmaceutical product take into
account the form of implementation: the traditional sale of over the counter or
through the open sale of self-service with professional advice. More effective to use
merchandising in the second case. It should be borne in mind that most visitors to the
pharmacy with the open form of implementation:

- prefer to go straight, without turning to the right or left, but it is preferable con-
sidering the goods from left to right, take it to the right;

- when traversing direction of the pharmacy is usually counter-clockwise is right
to left;

- stop passing one-third of the space the pharmacy;

- avoid close, dark and poorly lit areas of the shop floor;

- seek to find the necessary drugs and other pharmaceutical products range
without going long distances and not turning back.

Based on these provisions can be identified strengths and weaknesses for the lo-
cation of the goods. “Strong” places are shelves on the right side in the direction of
buyer, the intersection of rows of shelves with a good overview of the front, the space
near the cash register and freestanding counters with shelves. “Weak” is a place
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shelves on the left side in the course of buyers, the corners of the room service and lo-
cation near the entrance to the pharmacy.

Principles for placing a pharmaceutical product in shop windows and shelves.
The principles calculations of OTC medicines and other pharmaceutical products should
be well thought out method of computation must be simple enough to provide review,
accessibility, attractiveness and convenience for the customer. As a result of long-term
observations of American marketers identified a number of basic principles of product
placement that contribute to stimulating purchases and increasing sales:

1. Placing of goods on the shelves should be directly proportional to consumer
demand: the goods should occupy as much space as there is demand for it, how it is
sold. It is important that the demand should be measured in monetary terms, but not
in the number of packages sold.

2. Product placement near the top-selling type of products increases the volume
of its sales, since the goods immediately attracted a well-known view of the buyer.

3. The optimum is to place the goods on the shelves at the level of the waist
(women of average height) to the eye (120-170 cm). This level is most convenient to
read. Research has established that the movement of goods from the bottom shelf at
the level of the waist increases the volume of its sales by more than 40%. If you move it
from eye level to the bottom shelf, the volume of sales will decreased by 80%.

4. Product placement on a shelf near the label increases the volume of its sales.

5. Recommended that the principle of asymmetry is not to put the goods on dis-
play accurately and precisely symmetrical. Showcase, where goods are ordered, gives
the impression of a successful sales associate with a lively trade.

This principle is acceptable for a small pharmacy where the rules must be re-
spected pharmaceutical order, but the computation parapharmaceutical products can
be used.

6. The principle of "left-right": the goods are most packaging must be placed on
the right, as a man looks at everything from left to right.

Provided are a number of rules and recommendations merchandising:

1. Overly large windows with drugs adversely affect the buyer's impulse to buy
something

2. Spontaneously purchased products should be set in locations where the flux
density of customers, the highest

3. A variety of packages (dosage form, dosage) promotes effective sales:

- 2 variants package increase turnover by 15%;

- 3 variants — up to 30%;

- 4 variants — up to 60%;

- 5 variants — more than 100%.

4. Due to the fact that the range of drugs is very broad and restricted the ability
to represent them in the shop windows and shelves, consumers should take into ac-
count the contingent and its price category (low-price, mainstream or high-price). Clas-
sically, it is recommended to focus on the mainstream group of customers with high-
price goods interspersed
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5. The buyer should be easy to find the product in a particular place. In this re-
gard, the pharmacy priority groups (categories) of OTC medicines (antipyretic, Cough,
pain relievers, vitamins, etc.) should be laid so as to constantly remind myself

6. For quick and easy orientation of the buyer of one category of drugs should be
placed horizontally on one line, symmetrically with respect to each other

7. Pharmacy must respond to advertising campaigns and make appropriate
changes in the calculations of the widely advertised drug is in high demand

8. The price must be indicated on each package of the drug exposed or
parapharmaceuticals

9. Must comply with the rule of "castle walls": the best selling drugs of one com-
pany of the manufacturer shall be in the form of the castle walls at the edges (as if they
have same type used and combined dosage forms)

10. Appropriate to respect the rules of corporate power. For this purpose, can be
used by additional features such as a mobile shelving or stand, display, and other struc-
tures that allow the manufacturer to submit their products

11. It is recommended usually overlap: lead sales medicinal products should oc-
cupy an area two times larger than the other positions

12. Must be complied with the order of the brands

13. The most profitable and sold drugs to be placed on a priority

14. All items posted must be provided with at least three day supply.

At increasing in sales of OTC drugs affect the seasonality of their calculations on
the shop windows and shelves. Studies conducted in France showed that this contrib-
utes to the realization on 20%. Thus, the fall in the computation shall be given prefer-
ence for these groups of drugs: anthelmintic, antiparasitic, Cough, antibacterial for the
treatment of respiratory diseases, the funds for use in ophthalmology, otolaryngology,
anti-cold. In winter, the windows dominate Cough, vitamins and minerals, an antiviral,
antibacterial, to treat respiratory, anti-cold. In the spring of preferred tools for weight
loss, tonic, hypotensive, dermatoprotektory, Cough, antibacterial, antiparasitic, for the
treatment of respiratory, allergy, anti-cold, vitamins and minerals. In the summer a
prominent place in the calculations must take antidiarrheal, antifungal, anti-allergic.

Placement of promotional materials in the pharmacy is one of the methods of
merchandising. The main purpose of placing this effect on the buyer, therefore, should
be provided with access available in the drugstore advertising products and ordered its
storage performance. It is considered unacceptable presence of the table on the trad-
ing floor with booklets and leaflets, as it is difficult to maintain a permanent procedure.
More appropriate to lay a pile of leaflets about the desktop or a pharmacist in the
course of the queue, if there is a possibility.

Other promotional materials: posters, flags, stripes to attract attention, stands
with information about a product, etc. are placed in traditional locations and additional
calculations of the goods. However, the specific solution calculations of promotional
materials on the trading floor pharmacy depends on the spatial features pharmacies,
the intensity of cooperation with enterprises-producers, the frequency of visits by
medical representatives, etc.
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Questions for out-of-class work

1. What is sales promotion?

2. What purpose has the promotion policy?

3. What are the elements of marketing communications?

4. Which involves the management of the promotion?

5. What are the main stages of the planning of marketing communica-
tions?

6. What are the aims and objectives of marketing communications
pharmaceutical companies?

7. What are the characteristics of the target audience of pharmaceuti-
cal manufacturing and wholesale and retail businesses?

8. What are the recommendations to the choice of form and structure of
informational messages?

9. What areas of work and means of marketing communication is used
for influence on the target audience at the promotion of drugs?

10. What are the objectives of the demand for drugs?

11. What approaches are used when planning the budget for marketing
communications?

12. What involves the organization of marketing communications?

13. Which factors affect on the structure and nature of marketing
communications?

14. What are the difference existing strategies of product promotion?

15. What tools of marketing communications is preferred at different
stages of life cycle product?

16. What is the value of advertising?

17. What are the main areas of advertising?

18. What is the intra-firm advertising?

19. What tools are used prestigious advertising?

20. What are the objectives of commodity advertising?

21. What is the difference between direct and indirect advertising?

22. What types of advertising are used depending on the stage of prod-
uct life cycle?

23. What is unfair advertising?

24. How classified advertising?

25. Describe the components of the process of advertising.

26. What is media advertising?

27. What criteria should be considered when selecting channels of dis-
tribution of advertising messages?

28. What are the characteristics of drug advertising?
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29. What are the objectives of advertising in the pharmacy?

30. What means of advertising of medicines intended for physicians?

31. What is the advertising of OTC drugs?

32. What is the specific of the use of print media and advertising - bro-
chures, pamphlets, abstracts?

33. What is branding?

34. What is the value of a trademark?

35. What are the main ethical criteria for medicinal drug promotion,
WHO?

36. What are the requirements of WHO representatives to medical
companies?

37. What are the requirements for the advertising of medicines to the
public and health professionals are presented in the EU?

38. What legislation is requlated advertising of medicines in Ukraine?

39. What is the procedure for examination of drug advertising is set in
the Ukraine?

40. What are the limits of drug advertising in Ukraine?

41. List the stages of planning advertising campaign medicines.

42. What planning techniques used by companies advertising budget?

43. How is the effectiveness of advertising campaigns?

44. List the sales promotion tools for consumers of pharmaceutical
products.

45. What means of stimulating mediators are used?

46. What is referred to means of stimulating sales?

47. What is the advantage of personal selling?

48. Describe the stages of personal selling.

49. What are the principles of the presentation?

50. How organize the work of sales representatives?

51. What is Network Marketing?

52. Which forms of direct marketing are used?

53. What is branding? What is included in the process of branding?

54. Expand the concept of public relations.

55. Describe the methods of public relations.

56. Describe the exhibition of pharmaceutical products as a means of
advertising.

57. What distinguishes the POS?

58. How and what is the merchandising is its significance?

59. What are the computations of pharmaceutical product?

60. What are the principles of the placement of pharmaceutical goods
in shop windows and on the shelves?
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Tests

1. Align the main and synthetic elements of the complex marketing
communications:

A. Main

B. Synthetic

C. Advertising

D. Direct marketing

E. Advertising at point of sale

F. Exhibitions, fairs

G. Means of sales promotion

H. Branding

[. Public relations (PR)

J. The trade mark, trade dress, packaging

K. Direct or personal selling

L. Service policy

M. Work with the media information’s

2. Pharmaceutical Company to create their own positive image and its
product is involved in regional programs of Health, environmental protection,
etc. Which element of marketing communications is the activity?

A. Advertising

B. Work with private information onto the media

C. Public relations (PR)

D. Direct marketing

3. Medical representative of a pharmaceutical company committed group
of physicians health facilities, which begin the appointment of a new drug based
on own experience, a thorough analysis of promotional materials, the results of
using this drug counterparts. How is this target audience?

A. Innovators

B. Followers

C. The earliest imitators

D. Later imitators

E. The conservatives

4. Pharmaceutical company with formation of advertising appeal focuses
on the quality, safety, convenience and price of the drug. What are the motives
of consumer behaviour influences (oriented) company?

A. Moral

B. Emotional

C. Reasonable
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5. The pharmaceutical company has launched a new drug, unique on the
market yet. What type of advertising should be used at this stage of life cycle?

A. Monitory

B. Informative

C. Reminding

D. Supports

6. That does not apply to the directions of the functions of advertising of
medicinal products?

A. Provision of information most of the existing market

B. Promoting the competitiveness of the medicinal product

C. Expanding the scope of a particular drug

D. Expanding the range of drugs

E. The expansion of the market

7. Advertising as a means to influence on consumer behaviour in the roles:
A. Cultural

B. Marketing

C. Communicative

D. Political

E. Economic

F. Social

8. In order to improve the communicative impact of advertising as a
process should include the components:

A. Advertisers

B. Advertising agencies

C. A means of advertising

D. Intermediaries

E. Consumers

9. Pharmaceutical company in order to recognizing the products
developed its own corporate identity. Which of the elements of corporate
identity is important?

A. The corporate colour

B. The logo

C. The signature constants

D. The trademark

E. The signature font set

10. Which of the above combinations meets the objectives of the
presentation?

A. Knowledge - favour - preference - conviction - action

B. Attention - interest - desire - action

C. Purpose - the target audience - the desired response - treatment
choice - a choice source of information
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11. The pharmaceutical company that manufactures, except for
medicines, and even cosmetic products, uses for its active promotion direct
marketing. Complete the list of forms of direct marketing:

A. Implementation of the catalogue

B. An order by mail

C. Direct mail

D. ..

E...

F...

G. Advertising direct review

12. Choose from the above definitions, one that captures the essence of the
concept of “public relations”:

A. Short-term incentive measures to encourage the purchase of goods or
services

B. Any paid form of non-personal presentation and promotion of ideas,
goods or services on behalf of the well-known sponsor

C. Long-term planning efforts to create and maintain goodwill and
mutual understanding between an organization and the public

13. The pharmaceutical company, planning to participate in a regional
exhibition provides selection of the appropriate professional qualifications of
staff, developing business plans, advertising and contract work. Which stage of
the data corresponds to the event?

A. Choice of the purposes of participation in the exhibition

B. Selection of the exhibition

C. Preparation for participation in the exhibition

D. Develop a plan for the exposition and budgeting

E. The evaluation of participation in the exhibition

14. Which of these expressions corresponds to the notion of
“merchandising”?

A Direct marketing

B. Marketing in the retail point

C. Personal selling

15. Which of these statements contradict the principles of merchandising?

A. The asymmetric arrangement of goods in shop windows

B. In accordance with the principle of “left-right” products to a greater
packing should be placed on the left

C. The placement of goods on the shelves should be directly
proportional to the demand

D. Is optimal placement of goods in the windows at 120-170 cm from
the floor
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CHAPTER 9
MARKETING CONTROL

This chapter describes how to control the marketing as a component
of marketing management, which allows determining the effectiveness of
marketing activities and their impact on the overall operations of the en-
terprise.

Control as one of the functions of management, completing the proc-
ess of marketing activities and determine how effective work the firm. First
of all this is a form purposeful action on staff of the company, systematic
monitoring of his activities, a comparison of the actual state of the estab-
lished norms.

Control (audit) marketing is a deep the analytical work as the result
of which the management of company fined new methods of marketing
management, tools, and mechanisms of action or adaptation to the factors
of internal and external environment. Control of marketing includes
evaluation of the implementation of marketing strategies and implement-
ing corrective actions to achieve their goals.

The basic parameters of control are volume sales, profit margins and
costs, consumer response on new products and services, compliance with
the planned and actual results of industrial and commercial activities. Mar-
keting control allows the company to determine the effectiveness of mar-
keting opportunities. Controlling must meet the requirements of adequacy
and timeliness. The components of the marketing system of control shown
on Fig. 9.1.

As part of the enterprise marketing management controls should be
carried out in such directions:

1. Compliance with the planned indicators of actual results.

2. Control of profitability production and commercial enterprises ac-
tivities.

3. Strategic control and auditing of marketing.

Analysis of sales based on quantitative indicators will assess the fea-
sibility of using a marketing strategy. Main data sources are accounts that
contain information about the consumer, the number of ordered goods,
paid the price, terms of purchase, region, date of purchase, conditions of
transportation.
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Figure 9.1 - The system of marketing control

For control of performance targets and taking corrective actions are
responsible Top management and middle managers.

Monitoring and analysis of the profitability of marketing costs pro-
vides for control the profitability activity of the company on certain goods,
their assortment groups, market segments, sales channels, advertising ma-
terial, orders of different sizes.

An analysis of marketing costs is carried out in three stages:

1. The study of accounting, a comparison of sales volume and gross
profit with current cost (salaries, rent, advertising, etc.)

2. Recalculate of costs by functions of marketing: the cost on market-
ing research, marketing planning and control, advertising and personal
selling, storage and transportation
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3. The fragmentation of marketing costs on selected products, meth-
ods and forms of implementation, market segments, distribution channels,
customers, etc.

Functions for control the efficiency (profitability) of operations are
usually carried out internal revision service of company, which is often
called internal audit. It is important for the company is to control the be-
haviour of consumers, in particular, to establish the level of satisfaction of
customer needs, monitoring the behaviour of competitors, the extent of
their impact on the state of the enterprise market.

At present, these and other indicators, which are used to control
marketing, described as non-economic. Their list includes:

- number of new customers;

- lost customers;

- number of dissatisfied customers;

- quality products compared to competitors;

- competitive products;

- commitment of the consumer to the brand;

- consumer information about the brand;

- company’s image.

Strategic control and auditing of marketing provide a regular, pe-
riodic or episodic inspection of marketing activities firm. Strategic control
(marketing audit and strategic control of the marketing system) includes
an assessment of the main tasks, strategies, marketing activities, marketing
organization in order to identify problems and positive outlook for the
supply and the scientific and technical activities of the company and rec-
ommendations on the content of future plans to improve it.

The main purpose of the marketing audit is to formulate questions
that should be made for future planning activities and to identify weak-
nesses, shortcomings. This study provides firm marketing objectives,
strategies, methods, implementation and management. Revision of mar-
keting (marketing audit) is a complex, systematic and regular study of
marketing environment the firm, its tasks strategies and operational and
commercial activities in order to identify emerging problems and future
opportunities for the development of recommendations for improving the
marketing of the company. The components of revision or audit of market-
ing are shown in Fig. 9.2.
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]DI:> Audit of macro environment factors

1. Economical

2. Socio-demographical and cultural
3. Natural and ecological

4. Technology

5. Political and legal

]EII::> Audit of microenvironment factors

1. Market

2. Consumers

3. Suppliers

4. Competitors

5. Intermediaries

]I]I::>f Audit of purposes and marketing strategies

]DI:> Audit of marketing complex

1. Goods

2. Prices

3. Distribution
4. Promotion

Components of marketing audit

]IZII::> Audit of the organizational structure and
effectiveness of marketing

Figure 9.2 - Components of marketing audit

Audit of macro environment aims to get answers to questions
about current trends, threats for economic entities, the possibilities to re-
duce the negative impact on enterprises, etc.

Suitable for pharmaceutical companies suitable research and analysis of eco-
nomic factors: the expected growth of prices, negative changes in the economy that
may affect on development of the pharmaceutical market and demand, economic
changes in foreign countries in the markets where the company works, etc.

On the production of medicines significantly influenced the technological fac-
tors: advances in technology and changes in production costs as a consequence, the
impact of new technologies on the demand for medications; a radical change of
pharmaceutical technology. Of particular importance is the tracking and analysis of
political and legal factors affecting on the pharmaceutical business, processes, sales
advertising and other marketing communications.

Audit of microenvironment studies the actual market, customers,
suppliers, competitors, intermediaries.
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Subjects of the pharmaceutical market requires knowledge and analyze trends
distribution of medicinal products, the market capacity in the monetary and physical
terms, market saturation, average per capita consumption of medicines, seasonality of
sales, the availability of analogy and the appearance of new products, etc.

During analysis of consumer of pharmaceutical companies or pharmacies impor-
tant to obtain answers to questions:

1. Who is a consumer of medications, who influence on purchase of medications

2. What are the main indications for using of medicines of this company

3. What is the frequency, periodicity, seasonality acquisition certain medicines

4. If all possible market segments covered by the enterprise

5. Whether there is a market niche for the products of the company

6. What elements of marketing (price, advertising, service, image) is positively
valued by the consumer.

Collaboration with suppliers has a significant impact on the operation of enter-
prises. Important security of supply, quality of raw materials, finished products, the
prospects for stable cooperation.

Unquestionably the value of competitor analysis is an analysis of their positions,
benefits, market share, strategy and tactics of behaviour, trademark image and finan-
cial resources, the possible of penetration on market of other competitors, etc.

As part of the analysis intermediaries contains questions: what proportion of
each sales channel; which trends of changes in each of them; what are the characteris-
tics of the range of intermediaries; which segments of consumers serves a specific sales
channel; which trade margins in each channel; which marketing services are provided
by brokers etc.

Audit of purposes and strategies allows to determine how clearly de-
fined the mission of companies, general and marketing purposes, their
compliance with resources and opportunities, adequacy of marketing
budget, the effectiveness of commodity marketing, pricing, marketing and
communication policy.

Audit of marketing complex provides an analysis of products, prices,
distribution and promotion.

For pharmaceutical companies are important trends in sales of pharmaceutical
products, their profitability, the stages of life cycle, consumer preferences, the devel-
opment of new medicines, the comparison with competitive products, performance of
product assortment, level of quality, packing efficiency the conformity of service with
requirements of the consumer market, etc.

Analyzed trends of average prices, the impact of prices on sales volumes, the ra-
tio of prices given companies with prices of competitors, the corresponding system of
discounts and reduced prices, etc.
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Producers of pharmaceutical products are studying a network of wholesalers and
pharmaceutical companies, the volume of their realization, distribution channels and
their level of work, are projected the possible changes in the structure of intermediar-
ies, analyzes the efficiency of ways to motivate participants in channels.

Analyzed and the efficiency of complex of marketing communications. Are estab-
lished purpose and intensity of advertising, structure of spending on it, the impact of
advertising on sales and market share, the effectiveness of sales promotion, compli-
ance of promotion costs. Considerable attention is paid to the analysis of the effective-
ness of trade (medical) representatives. The main task of the medical representative is
to implement of the sales plan, but the main parameter of evaluation of the medical
representative on the promotion of prescription medications is a fact and the fre-
qguency of visits to doctors, and the resulting measure is the appointment or non ap-
pointment by a physician of the medications.

Audit of marketing department organizational structure at the enter-
prise allows determining its optimality, taking into account peculiarities of
the goods, consumer segments and activities at different regions. Esti-
mated terms of authority of the head of marketing department, efficiency
of interaction it’s - with other departments of companies, ways to motivate
staff of marketing, their qualification part etc.

The process of marketing revision is carried out in several stages:

- determined the group of experts which will conduct audits;

- set the time and frequency of audits;

- determine the direction of the audit;

- studied the sources of information, fills relevant documents;

- issued material to the top management.

To implement a marketing control the company themselves can con-
duct internal audits, or invite independent experts. In the first case, it’s
provides the speed, efficiency, low cost of the audit, the possibility of using
any kind of information, even confidential. However, our co-workers, who
are accustomed to the inside of his environment, cannot pay attention to
some shortcomings in marketing efforts.

Attracting professional staff consultative organizations provide the
deeper study of company marketing activities and development of recom-
mendations for its improvement.

In the management of the supply activities of the company play sig-
nificant role public relations services. The objectives of this service are the
influence of variables on the environmental factors: the behaviour of buy-
ers (consumers) action of commercial brokers, sales staff, branch manag-
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ers, departments and representative offices in the country and abroad.
Communicative system the company is responsible for the accuracy of the
wording and uniqueness of the interpretation of management information
by those to whom it is intended.

The organization of marketing control through the feedback is based
on the implementation of information and communication functions,
shown in Fig. 9.3.

! ENTERPRISE :
I |
I |
The I The The The I The
external — information [ company's B communicative |——ge external
environment -+ system management system | | environment
Buyers ! T Advertising : Buyers
Mediators : Exhibitions and | | Mediators
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Figure 9.3 - The relationship of information and communication systems in
the marketing of the company

Feedback control system in the marketing makes it possible to de-
termine the success or failure of the advertising campaign, pricing and
product policy and other activities to generate demand and sales promo-
tion. Objective criteria for this activity are the increase or decrease in sales
and profits, expansion or contraction commodity markets, etc. The rela-
tionship between information and communication systems should provide
the company's management by objective data on the effectiveness of the
cost of carrying out various marketing activities.
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The control in the management system is closely related to account-
ing and reporting: on the basis of credentials is not only the outcome, but
also current control. The data used for monitoring the process of situ-
ational management.

Questions for out-of-class work

1. What significance has marketing system of control at the enter-
prise?

2. What are the main targets of the marketing control?

3. What purposes set itself the marketing control?

4. What is the monitoring of compliance with the planned targets ac-
tual-parameter results of industrial and commercial activities of an enter-
prise?

5. Which directions and stages are distinguished in the control of
profitability and analysis of marketing costs?

6. Which indicators for monitoring marketing referred to as non-
economic?

7. What is the purpose of strategic control and auditing of marketing?

8. Which areas of marketing audit is isolated?

9. What is the audit of the macro?

10. Which features of micro-audit of pharmaceutical manufacturing
and wholesale businesses?

11. What information is most important in the analysis of consumer
medication?

12. What is the significance has audit of objectives and business
strategy?

13. What involves an audit of marketing complex?

14. What tasks of audit of the organizational structure of marketing
department at the enterprise?

15. What are the stages of the marketing audit (audit).

16. What is the difference in the internal and external audit of mar-
keting activity of the company?
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Tests

1. The top and middle level management of the company monitors the
variations of indicators sales volumes of products and services, income and
profits and profitability. Which marketing control direction corresponds to this
work?

A. Compliance with the planned indicators to actual results

B. Monitoring the profitability of industrial and commercial activity of
the enterprise

C. Strategic control and revision of marketing

2. Monitoring and analysis of the profitability of the enterprise marketing
costs is carried out in three stages:

A. Analysis of the production program of the enterprise

B. Examination of financial statements

C. The analysis of capacities of the enterprise

D. Allocation of costs of the functions of marketing

E. Fragmentation of marketing costs on selected products, market
segments, distribution channels, consumers

3. Which of the following indicators along which carry out of marketing
control, related to non-economic?

A. The number of new customers

B. The number of lost customers

C. The competitiveness of products

D. The market share

E. The company's image

F. Human resources of the enterprise

G. Commitment of the consumer to the trade mark

H. The informed of consumers about a trade mark

4. Analysis of which factors provide an audit of macro enterprise?
A. Manufacturing

B. Economic

C. Motivation of consumers

D. Socio-demographic and cultural

E. Natural and ecological

F. Market

G. Technology

H. Political and legal
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5. Audit of microenvironment of enterprise is aimed at studying and
analyzing:

A. Goods

B. The market

C. Consumers

D. Marketing systems

E. Suppliers

F. Competitors

G. Intermediaries

H. Image of the enterprise

6. At the enterprise under the marketing revision investigated subject
products, prices, goods distribution system, promotion system, or marketing
communications. What kind of audit meets this direction of research?

A. An audit of macroenvironment factors

B. An audit of microenvironment factors

C. An audit of purposes and marketing strategies

D. An audit of marketing complex

E. An audit of the organizational structure and effectiveness of
marketing

7. If during the marketing revision assessed terms of reference of the head
of marketing department, the effectiveness of the interaction of marketing
department with other departments, methods of motivate employees, their
qualification structure, this audit of:

A. Macroenvironment

B. Microenvironment

C. Purposes and marketing strategies

D. Marketing complex

E. The organizational structure and effectiveness of marketing

8. That does not apply to the stages of the process marketing revision?
A. Determination of the composition of the audit team

B. Development of the budget marketing revision

C. Define marketing revision

D. Timing and frequency of audits

E. The study of information sources

F. Preparation of material for top management

G. Assessment of the effectiveness of marketing revision
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CHAPTER 10
THE INTERNATIONAL MARKETING

Chapter is devoted the international marketing where characterized
the subject of international marketing, international marketing environ-
ment, international firms and their organizational forms. Considerable at-
tention is paid to developing an international marketing strategy during
the output of national, including pharmaceuticals, companies in foreign
markets.

10.1. ESSENCE AND SPECIFICITY OF INTERNATIONAL MARKETING

Under development of international economic relations through in-
ter-national trade; the export of capital; scientific and industrial coopera-
tion increases the importance of international marketing. International
marketing usually defined as the marketing of goods and services pro-
vided by firms, the scope of which extends to foreign countries.

Basis for the formation of international marketing are important
changes in the development of productive forces and production relations
in the second half of the twentieth century. They are:

1. Internationalization of economic activity, transnationalization of
the largest companies

2. Impact of scientific and technological progress on economic proc-
esses

3. Significant changes in properties of goods which are supplied to
foreign markets, the intense movement of "know-how", licensing, scientific
developments

4. Reduce the life cycle of many products, while increasing customer
demands for innovation, quality, design and other parameters of goods

5. Increased competition in world markets, etc.

International marketing activities are is an effective way of improving
the quality and assortment of goods and services provided to foreign mar-
kets; extending the boundaries of sales, increase profits from sale and es-
tablishing after-sales service, etc. The implementation of marketing activi-
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ties in foreign markets improves the competitive position of firms. At the
same time disregard of international marketing may lead to negative con-
sequences, such as the loss in competitive struggle with foreign companies
on the domestic market.

International marketing is considered as a basis for planning, aimed
at creating conditions for maximum use of resources and production out-
put with the specified parameters on an international scale.

Main functions of international marketing are presented in Fig. 10.1.
They are:

1. Analytical which includes:

- analyses of the causes which impel domestic companies carry out
international marketing;

- environmental analysis of international marketing;

- analysis of the factors that influence on the choice of marketing
strategy in international business;

2. Production which provides: organization of production of goods
that best meets the needs of the external market in comparison with
goods-analogues of other manufacturers.

3. Marketing aimed at:

- sales promotion by international marketing channels;

- realization of marketing communication at international markets;

4. Research, which assumes:

- study factors that influence on methods of penetrating on foreign
markets;

- study and evaluation of strategies for entering on foreign markets;

- study and evaluation of the possible level of standardization or ad-
aptation of the strategic decisions to the external market conditions;

5. Management, which includes:

- control the activity of enterprises (firms) at international market;

- development of concept internationalization of the company (firm);

6. Control is the control of marketing activities in international markets.

It should be noted that the fundamental position of marketing is set-
ting marketing tasks, selection of target markets; marketing positioning;
formation of marketing mix and implementation of marketing controls are
fully maintained and used during the output of subject of economic activity
at the international level.
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THE FUNCTIONS OF INTERNATIONAL MARKETING
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Figure 10.1 - The main functions of international marketing and content

Marketing activities on the foreign market in the pharmaceutical field is aimed

at solving the following objectives:

- collection, analysis of qualitative, reliable, timely, primary and secondary in-
formation about external pharmaceutical markets, their structure and dynamics of

demand and consumer preferences;

- development and commercial production "goods of market innovation";

- compliance with the terms of sales, which are accepted in countries of ex-
port, as well as monitoring their implementation in order to effectively impact on
consumer demand and the market as a whole;

- creative and flexible use of various marketing procedures.
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The specialty of international marketing. To be successful on foreign
markets necessary to make greater efforts than required on the domestic
market. This situation is explained by the special requirements of foreign
markets for goods, services, advertising, which in turn is associated with
the specific demands of individual markets and the level of competition.

Study of the foreign markets is more complicated than the study of
the internal market. Now the global market consists from 234 markets,
each of which has common features and specific characteristics. Therefore,
the need for marketing information about the chosen market is much
higher but at the same time and more complications in obtaining and in-
terpreting.

In addition, during the entering on foreign markets is necessary to
analyze some aspects that are not specific to the domestic market, for ex-
ample, customs regulations, currency exchange rates, insurance, interna-
tional operations, etc.

Requirements of potential foreign buyers determine the specificity of
the marketing policy directions of the company. Thus, the fundamental im-
portance is the development and commercial production of "goods of mar-
ket innovation." In this sales policy compliance with the conditions of sales,
for the country of export, the price is determining the level of prices, cur-
rency rates, etc.

A characteristic feature of international marketing is its focus on the
firm's investment activities taking into account interests of consumers in
foreign markets.

International marketing involves elaboration of the following stages:

1. Preliminary market research of countries that can cause interest

2. Decision on expediency of the entering on the foreign market

3. Selection of a specific target market of the country

4. Develop an exit strategy of firm in the market

5. Selecting methods and forms of access to foreign markets

6. Definition of the offer in the section of goods, services and prices,
adjusted to conjuncture of market conditions

7. The development of commodity, pricing, sales and communication
policy of the firm

8. Organization of international marketing services

9. Implementation of international marketing strategy and monitor-
ing its results.
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10.2. ENVIRONMENT OF INTERNATIONAL MARKETING

Exit of firm on the foreign market is impossible without a preliminary
study of the international marketing environment, the totality factors on
which will depend on the effective functioning of the firm in a foreign coun-
try. The most significant in the analysis of the international environment is
the study of political, legal, economic, social and cultural conditions and
circumstances and the associated risks.

Analysis of the political environment includes the study of the po-
litical aspects as the political system and political stability, level of influ-
ence of the national government on the economic processes, political and
economic priorities, legislation, etc.

During deciding about the possibility of commercial agreements with
foreign country the most important is an assessment of trade and political
conditions:

1. The existence and contents of intergovernmental trade agree-
ments, the system of state regulation of foreign trade, namely, laws and de-
crees which prohibit or restrict the import of certain goods in this country,
the need and procedures for obtaining import and export licenses, etc.

2. The level of customs duties of goods, the method calculating the
fee, internal customs duties and taxes, the presence in exporting country of
"free zones" or protectionist policies

3. The country's participation in economic groupings and their im-
pact on the import regime a particular product

4. Currency legislation of the country, namely: the order of receipt by
the importer of foreign currency, control on transfer of company’s profits,
convertibility of currency, credit treatment

5. The restrictions and requirements of sanitary-veterinary order, etc.

During the planning of entry into foreign markets pharmaceutical company
must study the existing trade restrictions. Trade restrictions are divided into two
groups it is proactive and behavioural (Fig. 10.2). Proactive limitations include the
tariff and non-tariff trade barriers.

The customs tariff is a systematic list of charges, which the Government im-
poses some medications imported into or exported from country. They are using for
increase the revenues of the country or for the protection domestic producers.

Non-tariff trade barrier is limitations which discriminate proposals from a par-
ticular country in the form of standards. These include tariffs, quotas, embargoes,
currency controls.
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Limitations of proactive measures

A 4 A 4
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2. The national language psychology of managers

Trade restrictions for enter on the foreign pharmaceutical market

3. Channels of distribution
4. Administrative barriers

Figure 10.2 — Trade barriers acting during the exit enterprises
on foreign pharmaceutical market

A tariff rate is the system that determines the amount of payment for various
services of industrial and non-industrial character, which given to enterprises, or-
ganizations and individuals.

A guota is a quantitative limitation of certain categories that are allowed to be
imported into the country. The quota is designed to preservation of foreign ex-
change, the protection of local industry and the preservation of employment. Allo-
cate the export and import quotas.

Export quota is the discounted values of production and delivery on certain
items. Defined as the ratio of the volume of exports in physical or monetary indica-
tors to a certain volume of production medication in the country during specified
period.

Import quota is a non-tariff quantitative method of restriction of import on
certain goods to the country. In certain countries impose import quotas on import of
narcotic and psychotropic drugs, may impose restrictions on import of other medi-
cation (most often in order to maintain national manufacturer.)
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The embargo is a state ban on the export from the country or import in the
country a certain medication. This may be due to the lack of a license on sale the
medication, conformity with the standard of quality, etc.

Exchange control is the state regulation of the volume of cash in foreign cur-
rency and its exchange rate on other currencies.

In the study of the political environment of international marketing
separately determined the geopolitical position in partner countries. The
geopolitical position contains the following elements:

- topopolitical position, this position of the state in the world, its place
in international political and economic relations;

- morphopolitical position, this position with respect to national bor-
ders, people close to the state, which contributes or prevents political and
economic relations with other countries;

- physiopolitical position, this position of natural conditions and re-
sources of the country's natural resources relative to other states.

The legal environment of international marketing consists of laws,
regulations and agreements, operating at different levels and ensuring suc-
cessful and efficient business with the recognition of the interests of each
partner country in the law.

The main legal spheres are:

1. Legislation governing the legal status and activities of firms, includ-
ing foreign ones

2. Legislation that provides protection for industrial property, pat-
ents, trademarks, copyrights

3. Laws on insurance and transportation by different modes of trans-
port

4. Generally accepted in the importing country methods of solving le-
gal disputes in international commercial agreements

5. Nationwide legislative framework, including the protection of life
and health

6. Approaches to pricing, tax laws, etc.

The economic environment of the country identifies existing and
potential consumption of goods and services.

Assessment of the international marketing environment by economic
positions includes the study of complex quantitative and qualitative eco-
nomic parameters of the potential market. The most significant are:

1. Identification of the type of economy (the market, the administra-
tive-command, transition)
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2. Establishing the degree and direction of state intervention in the
economy of business, i.e. the number and proportion of existing in a coun-
try of economic principles, the financial system, the intensity of direct and
indirect regulation of the economy, the international position, etc.

3. Justification of the country’ type such as the structure of its eco-
nomic management, that is, referring to the industrialized countries or to
the countries the economies of which develops, commodity-exporting
countries, countries with mainly natural economy, etc.

4. Analysis of economic growth, including government revenue, the
level of personal incomes and their purchasing power

5. The availability of free economic zones, that is the most favorable
for foreign and domestic entrepreneur’s territories with preferential
treatment

6. Research general economic situation and its dynamics and trends
or conditions of specific commodity market, if the subject of business
elected group of similar products.

Another factor that the firm should consider it a stable currency, as
foreign currency fluctuations relative to the national can significantly affect
sales and profits of the firm.

For the international marketing environment belongs to the socio-
cultural sphere. A variety of elements, of its components can be classified
into two groups:

1. Demographics, which include quantitative and qualitative structure
of the population, dynamics of demographic shifts, level of social tension etc.

During assessing prospects of entering to the pharmaceutical market is set to
fertility and mortality, life expectancy and living standards, infant mortality, geo-
graphic distribution, the ratio of urban and rural populations, the predominant oc-
cupation of the population.

2. The elements of the society - language, religion, social values and
character of social values, motivations, habits, traditions, customs, taboos,
level of education, aesthetic standards, etc. The socio-cultural sphere has a
high degree of differentiation of the checked items in different countries.
Therefore, marketers need to always develop and add to knowledge of this
area since the establishment of business contacts with foreign partners in
need of taking into account the national psychology, knowledge of the prac-
tice of conducting business negotiations with the people of a given nation.
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An effective program of international marketing must be built not on
impose customs and tastes of a country to its trading partners but on adapt
the quality of their product and methods of trade to the habits and tastes of
the population of the importing country.

Socio-cultural environment and national traditions influence on consumption
medicines and their structure. As a rule, in civilized countries the population is
widely administered medications as a prophylactic measure. These countries are
also consumed more preparations for the treatment cardiovascular diseases, can-
cers, neuropsychiatric disorders. The low level of culture, sanitation and hygiene
contribute to the spread of life of gastro-intestinal diseases and corresponding con-
sumption of medications.

The study of the technological environment of the potential market
due to the constant industrial development of the society, which puts for-
ward the relevant requirements of the technological level of production
processes and the product itself, its quality, compliance with international
standards, norms.

The most important provision of the international marketing in rela-
tion to exports should be a certification system of measures and actions
that will confirm that the actual characteristics of the product to the re-
quirements of international standards acting on the world market and in
particular importing country, or in the exporting country during the self-
certification. In the latter case, the owner of the goods, carrying out self-
certification is required to ensure accurate and complete compliance with
the product that are made agreements and other documents, the high level
systems of complex testing and quality control from raw materials to pack-
aging and labelling; liability (including legal ) manufacturer certification
for quality and reliability of certification certificates; available to the buyer
information about the system of control and quality, as well as possible site
visit and observe the process of certification.

The highest level of quality assurance products in foreign markets is
considered the certification by a third party, which has no relation to either
production or selling of this product. The advantage of this certification is
its independence and the ability to comply the uniform requirements for
products and a system of quality control.
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World Health Organization (WHO) has created and operates system
of certification of medicines for international trade, according to which
such major interrelated activities:

1. Licensing of medicinal products, manufacturers and suppliers

2. The production of medicines in accordance with Good Manufactur-
ing Practice (GMP)

3. Managing the quality control of medicines

4. Inspection and assessment of the performance enterprises GMP

5. Authorized the issuance of certificates by the certification body

6. Investigate complaints and informing relevant authorities about
serious flaws quality of medicines and associated with their use the poten-
tial threat.

Participation in the certification system and the implementation of its
provisions is a prerequisite for export of medicines to other countries.

Thus, the study of international marketing environment creates
maximally favourable conditions for activation and development of inter-
national business, enables firms to develop entry strategy and activities on
potential foreign markets.

10.3. FORMS OF ENTERING OF PHARMACEUTICAL COMPANIES ON
FOREIGN MARKETS

The choice of entry strategies on foreign markets and growth de-
pends on the strategic goals of the company, product, political, economic
and legal risks in other countries.

The most common forms of work the company on foreign markets
are exports, joint ventures and direct investment (Fig. 10.3). As a rule, the
firm begins from export to another country, then proceeds to joint ven-
tures and direct investment.

Export this activity related to the sale and removal goods abroad to
transfer their property to a foreign contractor. In practice of exit on a for-
eign market allocate indirect exports (sales of products through intermedi-
aries of international marketing) and direct exports (sales of goods by cre-
ating their own subsidiaries, branches or representative offices).

Joint ventures involves partnerships between the company and ex-
porter company of a foreign country with the aim of combining some as-
pects of the production and marketing in order to share expertise, the costs
of communication.
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Forms of entering of pharmaceutical
companies on foreign markets

Direct export
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Multinational
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— Joint marketing corporate alliances

— Joint venture

Direct
investment

Figure 10.3 - Forms of entering of pharmaceutical companies on foreign
markets

The benefits of joint ventures include lower costs and longer profit-
able, favourable terms of trade. The disadvantages of this form of activity
are the lost profits of entrepreneurs in the country where the firm does not
have enough experience and does not control the joint venture, as well as
the probability that the host country will compete for the country that ini-
tiated the international marketing activities.

The varieties of the joint venture include: licensing, contract manufac-
turing, contract sales representatives, administration under the contract,
joint marketing, and joint ownership (Fig. 10.4).

Licensing lies in the fact that the enterprise in order to enter the for-
eign market gives the licensee the right to use the technology, trademark,
patent, etc. for the certain compensation or license fee. A common modern
form of licensing is franchising. Franchising is an agreement of large corpo-
rations with small firms or individual businessmen. A large company (fran-
chisor) provides small firms (franchisees) exhaust technology, provides the
exclusive right to sell goods and services of the producer, using its trade-
mark, provide assistance in management, advertising, cash-credit and fi-
nancial transactions staff training, etc.
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JOINT VENTURE
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Figure 10.4 - Joint ventures

Contract manufacturing, at which an exporter signs the contract with
a foreign manufacturer to establish production and sales of goods of the
exporter.

Joint ownership lies in the fact that the exporting firm combines its
capital with a capital of a foreign partner for create a foreign company in
which the partners jointly control the production and sale.

Joint marketing an agreement between two companies for the joint
promotion and distribution of certain products in specific markets.

In other countries joint ventures are quite common in the exploration, produc-
tion and marketing of medicines. For example, “Merck & Co” (USA) and the firm
“AsheGgour” (Brazil) organized a manufacturing enterprise “Prodome”; company
“Roshe” and the Japanese firm “Nicon Medi-Physics” formed a company “Medicom”.

In the pharmaceutical companies with foreign investments are organized as legal
entities and individuals. For this purpose there are the following ways:

1. Registration of new businesses, usually in the form of closed joint stock com-
pany or limited liability company.
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2. Purchase of a foreign partner or shareholding of authorized capital available to
firms. At the same time on the part of domestic the company possible retreat share in
the share capital only for a certain period of time, i.e., the company temporarily con-
verted into a contractual joint venture.

3. Contribution to charter capital of an existing enterprise. It possible that co-
operation with the partner begins if the credit, which eventually transformed into a
share of capital of the enterprise.

Necessary distinguish three main areas of joint pharmaceutical enterprises.

The first is the establishment of companies in the pharmaceutical industry. For-
eign party allocates capital and technology, while the contribution of domestic side, ex-
cept fixed and current assets, qualified staff, the knowledge of the local situation, the
relationship with the economic structures and authorities. Joint ventures in industry
significantly reduce the cost and time of development of new medicines; can achieve
international standards of product quality. They are faster and less by cost means of
access to new technologies that can be licensed.

Another direction is the organization of enterprises, when a foreign party repre-
sents pharmaceutical manufacturers and partner from of domestic side carries out
sales promotion in the market.

The third direction is the creation of joint ventures as joint efforts of foreign and
domestic investors, traders.

Direct investments suggest that the exporter fully complies and con-
trols the foreign operations for the production, marketing etc., associated
with its own foreign production. This is a form of long-term capital invest-
ments, providing the foreign investor control over the enterprise. Provided
in the form of new production facilities or buy an existing company abroad.

International company is a special form of activity based on the co-
operation labour of workers of many factories located in different coun-
tries but united by a common title of ownership of the means of production
which is owned by the parent company, serving as the organizational and
economic management centre. The latter determines the types and vol-
umes of products produced by foreign manufacturers, affiliates and sub-
sidiaries and also fixes for them the most important markets.

UN experts referred to as international firms companies that produce
and distribute products and services in two or more countries.

Characteristic features of the international company are:

1. A network controlled by the production of branches and subsidiar-
ies in other countries whose functions include production of certain prod-
ucts on previously known foreign markets, or supply of the parent com-
pany by raw materials and material resources.
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2. The use of technological cooperation and specialization-controlled
enterprises.

3. Control and coordinate the activities of branches and subsidiaries
from a single centre, taking into account differences in their legal status.
The difference is that the branch has no legal autonomy therefore has no
right to act on its own behalf: to organize production and marketing, to
conclude an agreement to keep accounts. In contrast, the subsidiary has le-
gal autonomy that acts in the market on its own behalf and at own expense;
shall be liable in accordance with its responsibilities.

One of the characteristics of international firms is an international
organization of production based on the technology division of labour,
which is carried out in two directions. The first provides for the inclusion
of a foreign entity in a common technology network from the acquisition of
raw materials to production the final product. The second trend, the so-
called, detailed hotel specialization, is the distribution of production parts
and components on companies in different countries, and collection of the
final product in the markets.

On national structure international firms are divided into:

1. Multinational companies (the corporation). Transnational corpora-
tions (TNCs) is a complex that uses in its work an international approach
and provides for the formation of transnational production, trade and fi-
nancial complex with a single center of decision-making in the home coun-
try, with branches and subsidiaries located in at least six foreign countries.

2. Multinational corporations. The second group of international firms
belong multinational corporations (MNCs). It trusts and other industrial
associations which are international companies not only by areal of activi-
ties but also for the control of them. MNCs join the national company of
two or more countries on industrial, scientific and technical basis belong-
ing to the owners of these countries. Branches are located at the same time
in different countries.

3. International corporate alliances. International corporate alliances
often take the form of consortia. They created the industrial, scientific,
technical and commercial basis are special union of industrial, banking and
other corporations formed to solve massive economic problems.

For modern multinational firms of great importance not only their
origins how much a place of investment. Therefore, in the economic litera-
ture and in practice, a group of international industrial associations often
called the same way: transnational companies.
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The definition of "transnational company" means that it:

- provides direct investment abroad, the proportion of which is fixed
at 20-25% of all investments of the enterprise;

- the company's management makes decisions based on analysis of
existing capacity in all countries.

TNCs are important features:

Creation systems of international production located in different
countries, but managed from one central location;

- high intensity of intra-trade between divisions in different countries;

- the relative independence of decision-making from home and host
countries;

- global scope of employment is a mobility management by country;

- the development, transfer and use of advanced technology divisions of
the corporation.

The main criteria, according to which the company attributed to TNCs,
are:

- minimum number of countries in which production facilities located
and in which the company operates (6 countries);

- the size of the company;

- minimum of foreign operations in the profit or sale of the company
(approximately 25%);

- minimum share participation in foreign equity, which will provide the
company control over the economic activity of foreign affiliate (not less than
25% of the voting shares in three or more countries);

- the multinational composition of the company's staff, especially sen-
ior management.

In the pharmaceutical industry's highest level of transnationalization of produc-
tion and capital among other high-tech industries. Now the main suppliers of pharma-
ceutical products to foreign markets are leading companies of developed countries like
USA, Japan, Germany, Britain, France, Switzerland, etc.

In the pharmaceutical industry operates more than 1,000 U.S. companies. The
largest among them are TNCs with a complex structure. Mainly it is highly companies
that combine manufacturing facilities, research centres and an extensive distribution
network.

The end of XX and beginning XXI century marked active process of mergers of
pharmaceutical companies. Major groups lead to an increase in operational and finan-
cial capacity of the company, as demonstrated by the merger of Pfizer Pharmacia
(Pharmacia, Warner-Lambert), GlaxoSmithKline (Glaxo Wellcome, SmithKlineBeecham)
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and Sanofi-Aventis. In 2006, there was an association of German company Bayer and
Schering AG, which may become the largest pharmaceutical manufacturer in Germany.
California company Watson bought for $ 1.9 billion company Andrx from Florida, which
created the company has become the third largest company for the production of ge-
nerics in the U.S. In 2005, the company Sandoz (subsidiary of Novartis) has acquired the
German company Hexal and its U.S. subsidiary company Eon Labs. In 2006, the Ameri-
can firm Ivax for 7.4 billion dollars acquired the Israeli company Teva.

The company Sanofi-Aventis announced the acquisition of a 430 million euro
24.876% stake in Czech pharmaceutical company Sentiva, specializing in developing,
manufacturing and marketing of modern branded generics.

There is an acquisition of foreign companies pharmaceutical companies in Japan,
although the legal formalities in Japan make it virtually impossible union. Thus, many
Western companies have found it useful to take control of the subsidiaries of the for-
mer joint ventures (for example, Merck & Co and Banyu). Multinational corporations
still tend to increase its presence in the second largest pharmaceutical market in the
world. In 2002, the company Roche purchased the 50.1% stake in the Japanese com-
pany Chugai. However, most Japanese firms extending the coverage of its activities
through the acquisition of U.S. and European companies. For example, this association
Kyorin and ActivX Biosciences (U.S.), Takeda and Syrrx (USA), Sosei and Arakis (UK).

One of the most common types of business combination is the acquisition of a
large firm small. The purpose of this operation is an extension of the range or technolo-
gies. The first step in such transactions is often the acquisition of a license.

10.4. STRATEGY OF INTERNATIONAL MARKETING

An important aspect activity of firm in foreign markets is develop-
ment the optimal marketing strategy. International marketing strategy
gives direction and intensity of using the necessary elements of the mar-
keting mix in general and in different markets, as well as relevant forms of
management, organization, coordination and control.

The process of developing of the international marketing strategy con-
tains a number of stages (Figure 10.5).

The first stage is substantiation of the basic concept of the marketing
activities of the company includes:

- situational analysis;

- investigation of macro-and micro-functioning of the firm;

- promotion of goals, development and optimization of strategic
choice;

- specification of tactical objectives;

- periodic review and revision of marketing programs.
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Stages of development an international marketing

Substantiation of basic of marketing activities

1. Situational analysis

2. Investigation of macro-and microenvironment

3. Definition of objectives, development and
optimization of strategic choice

4. Concretization of tactical tasks

5. Periodic review and revision of marketing programs

Development of methods to expand sphere of
influence in foreign trade

Intensification of the struggle for sales markets

Development and optimization peculiarities of
functioning of firms in international environment

Adaptation of marketing programs to foreign
conditions and requirements

Figure 10.5 - Stages of development an international marketing strategy

The second stage consists in using a variety of analytical approaches
for the development of methods of expansion and activity of firms in for-
eign markets. Expansion in the general sense is widening of influence by
associations of large countries that is carried out through economic, mili-
tary and political methods. Trade expansion is widening sphere of influ-
ence companies in the field of foreign trade, aimed at strengthening the
fight for markets.

The third stage involves the creation and optimization of peculiarities
of functioning of firms in an international environment, providing a certain
level of adaptation marketing programs to foreign conditions and require-
ments.

The appropriate strategy is a complex process based on the gradual
acquisition of experience in international marketing. As results is the for-
mation of marketing strategy that combines the company's policy of the
regarding product, price, placement and promotion of goods taking into ac-
count the strengths and weaknesses of the company and the existing com-
petition.
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International marketing strategy could be standardized so to be the
same for both domestic and all foreign markets, or adapted that is special-
ized about each of the separate market.

The standardized (global) marketing strategy provides that the
company offers to the foreign market goods which sold on the domestic
market and trying to attract the largest number of buyers from different
countries, using a standard marketing program. This strategy is applied
when the goods have a widespread international popularity and the num-
ber of possible foreign buyers is large enough; and when the proportion of
sales abroad and small firm does not have the capacity of a larger access to
foreign commodity markets.

A standardized approach reduces the costs of scientific research and
manufacture by issuing of standardized products on marketing activities;
creating comfort for monitoring the activities of marketing programs; al-
lows unification of markets, etc.

The adapted marketing strategy based on the accounting features
of the demand for goods in different markets and willingness to modify the
company's products and program of activities for their promotion taking
into account specificity particular markets. In favour of adapted marketing
strategy is evidenced by such factors as:

-a variety of market conditions;

- specific government intervention and regulation mechanisms of the
economy in potential partner countries;

- differences in consumer motivations, etc.

However, complete adaptation also has certain weaknesses financial
and organizational. Therefore, in practice, international activities, as a rule,
used an integrated marketing strategy. This is the most difficult and flexi-
ble approach to the formation of an international marketing strategy, which
provides the best match the overall marketing of the firm specific market
conditions. The formation of an international marketing strategy must take
into account such an important aspect, as the competitive environment of the
world market and the definition of the competitive position of firms in it. On
this basis, distinguish several types of international marketing strategies.

The basic strategy. These include the:

1. A global strategy for a major share of the market, which is typical
for large international companies owning sufficient resources (personnel,
technology, capital). Condition for the implementation of this strategy is al-
ready an existing and occupied a large market share, and a high degree of
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standardization of goods. As for the differentiation of market peculiarities
and the limitations imposed by tariffs, quotas, government monetary and
financial regulation, or government incentives for local companies.

2. Local main strategy of market share, which is developed by other
large but non-dominant companies in order to avoid direct competition
with the dominant global companies. Typically, these companies rely on
the national barriers that exist for their competitors.

3. Global strategy niche that practice by non-dominant small and large
companies. This is an example of a concentrated marketing strategy, within
which a company tries to meet the specific needs of the market by directing
its efforts on those narrow areas where it has advantages.

Confrontational strategy:

1. Flank attack - is a concentrated marketing strategy often used by
companies that are weaker than competitors, simply avoid unnecessary
expense, acquired a new market's negative image.

2. Frontal attack - it is characterized by large international compa-
nies that have significant resources and competitive advantages;

3. Market environment - is a confrontational strategy, within which
the company is trying to attack its nearest competitor in all possible direc-
tions. In this case, the company offers its products all available to all seg-
ments of the target market.

4. Bypass strategy - appealing to relatively small companies that are
unable to withstand a confrontation with the major competitors of a cer-
tain international markets. Possessing the necessary marketing experience
and know-how, such a company seeks out market segments that do not
feed the interest of dominant firms, and focuses on their efforts and re-
sources.

Cooperation strategy is the only possible competitive strategy for
small and medium-sized companies that have the intention and potential
to become global data, often possess a unique perspective and know-how.
Their weakness is reflected in the absence of financial, manufacturing and
human resources. This type of strategy involves the creation of so-called
strategic alliances, the company attaches to your business the power and
capabilities large companies. It can be alliances between manufacturers
and their suppliers and distributors, and sometimes, at a certain interest in
marketing from their competitors.
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The innovation strategy is based on the exploitation of the competi-
tive advantages of the international company it received due to a funda-
mentally new technology, product, or a combination thereof.

Developing a competitive strategy - a complex process, which is
based not only responding to market changes, but the definition of the
company's position in the industry. That is, to become the world market by
actively taking part in the competition, it should be a leader on at least one
important aspect of the production and sales activities.

The choice of option strategies or a combination depends on the ca-
pabilities of the firm and its resources, as well as factors that create the
conditions of demand and the business climate in a particular market.

10.5. MARKETING RESEARCH OF FOREIGN MARKETS

Features of international marketing research. The main purpose
of market research in international marketing is an effective adaptation of
the goods, manufacturing, technology and structure of the company to en-
vironmental conditions and requirements of end users in foreign markets.

International marketing research is a systematic collection and
analysis of data on various aspects of the firm on a foreign market can be
classified in the following directions:

- a comprehensive study of foreign markets;

- the study of international marketing environment;

- study of the behaviour, needs and preferences of foreign consumers;

- study of commodity assortment of foreign markets;

- study competitors operating in foreign markets;

- study of resellers, selling goods on the international market.

Depending on the set goals for marketing research evaluated existing
in the present market situation, and predict long-term value of marketing
options.

International marketing research activities cover a wide field (the
choice between many countries, commodities, markets), and therefore are
associated with technical difficulties in collecting and processing informa-
tion. In this regard, the basic requirements that apply to them are the
choice of most profitable projects, research, and the comparability of re-
sults. In order to save resources, the company expended funds for interna-
tional marketing research, analyzes the results of peer reviews and
chooses the project that the future can bring big profits.
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Comparability of obtained results is one of the major problems of in-
ternational marketing, in large part due to national differences in foreign
countries. In order to provide comparability of international marketing re-
search take into account the following differences:

- language involving the use of similar terms in all languages;

- cultural, due to importance of consumer attitudes to a product of-
fered by a foreign supplier;

- behaviour caused by social, psychological and economic factors out-
side the market;

- information (information sources).

Foreign countries are different from one another and its political and
legal environment. In solving the question of establishing business rela-
tions with one or another country should be considered, at least four fac-
tors: attitude toward foreign businessmen, political stability, monetary
policies and government bureaucracy.

Attitude to foreign entrepreneurs. In some states it may be helpful,
in others - unfriendly. For example, Mexico for a long time attracted for-
eign investment by offering incentives to foreign entrepreneurs and ser-
vice when choosing a location of enterprises. At the same time, India needs
to import quota compliance, blocking some of the currency, puts the condi-
tion in the management of the introduction of newly formed companies a
large number of its citizens. Moreover, in countries with extensive public
sector of the economy, most countries in Africa and Latin America research
of the market can be conducted only by obtaining special permission from
local authorities. Next, should be pointed out the problem of linguistic na-
ture, arising from the collection of information through questionnaires and
interviews. Necessary for this are numerous translations generate a signifi-
cant risk of loss or distortion of information.

Political stability. The change of government could lead to a change in
policy, sometimes dramatically. Property of foreign firms may be national-
ized, its foreign currency accounts are blocked, may introduce new quotas
and taxes.

Monetary rules. They include foreign currency restrictions and cur-
rency fluctuating exchange rates which may determine the losses of the
company in foreign economic activity.

Government bureaucracy. The ability of local governments to organize
an effective system of assistance to foreign companies and an effective cus-
toms system, safe marketing information and other factors contributing to
successful entrepreneurship.
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Not the least role in planning of international marketing program of
firm plays the cultural environment of the target market. Culture includes a
set of core values, beliefs, desires and behaviour. It affects the market be-
haviour of consumers, which can often be unpredictable and therefore af-
fect the firm's marketing decisions.

In related research with surveys of individuals or families the behav-
iour that is alien to our culture and our habits, creating unforeseen obsta-
cles. These include unwillingness to come into contact under the influence
of unfavourable political or social environment, or, conversely, the desire
to show kindness and please the questioner. In the countries of the Middle
East or Central Africa, testing of goods may bring misleading results, as
there is considered impolite not to answer, as the questioner presumably
waiting - this is the flip side of the law of hospitality.

Stages, types and methods of international market research of medicines.
Conducted market research on the international market and their objectives deter-
mine the choice of media, artists, techniques and technology research.

Marketing research of the pharmaceutical market, and suggest steps typology
presented in Fig. 10.6 and 10.7. In the implementation of steps of marketing re-
search in foreign markets should identify the following stages:

- identification of the necessary macro- and microeconomic information
(Fig. 10.8);

- definition of requirements to the parameters of the quality of information;

- selection of performers (Table 10.1);

- identification of the costs of conducting market research;

- financing of marketing research.

Costs on marketing research in foreign markets should be considered an en-
terprise which carries out it as an investment. The difficulty of assessing return on
such investment related to the fact that, as a rule, unknown all necessary parame-
ters required under the usual methods of calculating the return on investment.
Therefore, the return on investment is analyzed in terms of losses that the company
managed to escape.

The cost of marketing research of the foreign market can be meas-
ured by a score of executor for carried out researches or when the study
was carried out on their own staff of firm - an addition to the direct costs
of the firm. To a significant number of enterprises and firms do not refused
from international marketing research (due to their high cost and potential
risk non payback research) the government has adopted various incentive
measures. In Western countries, they include many organizations that form
the sources of information on foreign markets.
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Stages of International Marketing Research
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Figure 10.6 — Stages of International Marketing Research
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Typology of international marketing research
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Figure 10.7 — Typology of international marketing research
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company when entering on a foreign market



Chapter 10. The international marketing

267

Table 10.1 — Selection of the performer and the basic parameters of the
quality of market research

Research Group

The main parameters of the
quality of research

Preferential selection of the
performer

General and preliminary
research

Knowledge of the goals and
objectives of the research,
"narrow" places of the
pharmaceutical industry
(pharmaceutical companies,
pharmacy network)

Personnel of the firm with the
support of experts from the
study country

Local research group
(company) in close contact
with the company-customer

Research on the
functioning of the
foreign market

Access to information.
Understanding the market
environment. Knowledge of goals
and "narrow" places of the firm.

Local research group (firm),
which has expertise in the
analysis of this region

The International Network
The foreign branch offices

Tests

The basic technologies for the
collection information as applied
to given country (region).
Knowledge of the market
environment.

Local research group (firm)
The agents

Special research

Knowledge of legislative
framework, social rights, the
labour market and the specific of
personnel management, local
(regional) restrictions

Local research group (firm),
which has expertise in the
analysis of this region
Personnel of the firm with the
support of experts from the
study country

The International Network

State financing of these organizations can supply information about

price equal which to marginal cost, resulting in a total cost of conducting
market research for companies significantly reduced. Another measure is
to take on some of the risk non payback research costs in the form of public
insurance, or obtain privileged credit for the financial support of their
search business.

Specialized studies that make up major share in international market-
ing research have shown in Fig. 10.9 structure.

Using of marketing research in the world practice varies widely, de-
pending on the companies and their industry sector and the type of infor-
mation required. Own research departments are created usually in large
firms.
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Figure 10.9 - The structure of the specialized research in international
marketing

Information support for foreign market research pharmaceuti-
cal market. Depending on the goal identify the following types of interna-
tional marketing research:

- preliminary studies aimed at clarifying the terminology and the pri-
ority objectives of the research, as well as the determination of commercial
interest, which may represent a foreign market;

- descriptive type, the main focus of which is a simple description of
objects, phenomena or processes affecting international marketing;

- casual type - combines research to study hypotheses, based on the
identification of causation.

In studies of this type are widely used economic-mathematical meth-
ods and techniques of expert assessments.

After determining the type of market research carried out selection of
information sources, and methods of collection.

The primary sources of information include the so-called "soft infor-
mation”, the main purpose of which is to gather information database
which aimed at solving specific marketing problems, the so-called field
(non-desk) market research. Methods of collecting primary data are di-
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vided into quantitative (mathematical calculations of the phenomena; in-
terviews - constant and temporary; panel method of examination, various
experiments) and qualitative (observations, in-depth interviews, based on
probing questions and intended to clarify the views of interviewees on the
problem at hand).

Secondary sources of information ("hard information") used in con-
ducting desk market research, which are based on data collected for other
purposes. Secondary sources of information are divided into domestic,
which are collected within the organization, and external, that is outside of
the organization and characterizes the state of the marketing environment.

In the international marketing as external information sources most
commonly used:

- Reports of international organizations (UN, UNIDO, GATT, IMF, etc.),
laws, decrees, decisions of public agencies of different countries;

- National statistical reference books;

- Periodical publications of the country, containing the general eco-
nomic and commercial information;

- Electronic media;

- Publication of Chambers of Commerce and centres of scientific and
technical information, and public organizations;

- Specialized books and periodicals;

- International exhibitions, trade fairs, product presentations of lead-
ing firms;

- International Classification of specialized (food and industry);

- Commercial databases;

- Results of scientific research;

- Advertising publications.

External information can also be classified as a public, which is pub-
lished officially, and the syndicate, which is inaccessible to the general pub-
lic and specially bought from spreading its organizations on request. The
most common type of syndicated services is to assess the market situation,
when the organization at regular intervals (e.g. every month or every six
months) evaluate the state of the market of products a particular industry,
using a standard set of indicators, and then sells it to their subscribers. For
example, so do the company “Socis Gallup”, “Business Credit”. The advan-
tage of syndicated data is provided by the fractional value of marketing in-
formation services, which is shared among multiple subscribers. The
downside of this information is the need to pre-assess the suitability of the
information in terms of applied research methods.
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It should be noted that the cost of services of marketing companies in
3-5 times higher than the cost of gathering marketing information, if it is
done in-house companies, businesses or by creating a special, usually tem-
porary, the research team.

When collecting information necessary to adhere to rules and regula-
tions of the “International Code of Marketing and Social Research”, estab-
lished by the European Society for the Study of Public Opinion and Market-
ing Research (ESOMAR). It points to the following requirements:

- respect the anonymity of informants, the researcher who receives
the information in order to market research, except otherwise stated;

- the presence of an informant the right to refuse from work with the
researcher at any stage of the interview;

- respect the right of ownership of the customer in the results of re-
search and the data contained in the project of marketing research;

- confidentiality of information which contains information that is not
directly related to the conduct of research about customer name without
his permission.

Information support of international marketing is carried out thanks
to business partners of marketing information system, based on the quality
organization of conducting research and analysis of market research of ex-
ternal market. The collected information is analyzed using statistical, eco-
nomic and mathematical methods and expertise.

A researcher in the provision of results should clearly separate the
results, and his personal interpretation of the data, as well as recommenda-
tions. It should be noted that the global trends of modern international re-
search are, first of all, the increased availability of users to use databases of
several specialized firms on the commercial basis, as well as improvement
of information technology, including the use of email received on magnetic
media or through the “Internet” information as well as modern computer
technology.

At the present stage of development of information technology is
very perspective method of obtaining economic information for foreign
companies is to appeal to the Internet. Even today, many companies (espe-
cially TNCs - transnational companies), realizing the enormous potential of
the Internet as a marketing intermediary, trying to translate its interna-
tional business in the global computer network. According to current esti-
mates of the volume of international transactions over the Internet is much
more than 1 billion U.S. dollars. It should be noted that the existing model
of TNCs use the web-server - “information - deal”, and start-up companies
are more likely to model “transaction - information”.



Chapter 10. The international marketing 271

Dissemination of information via the Internet reduces the costs be-
cause other telecommunication channels are more expensive. No less sig-
nificant changes today, thanks to the Internet undergoes Institute of inter-
mediaries. Internet has allowed connecting end users of goods and services
with producers directly, significantly reducing as the actual value, and
tasks, as well as income of intermediaries.

10.6. TRADE POLICY OF INTERNATIONAL COMPANIES

Development of marketing strategies for product is the central link of
marketing activities an international firm.

The main elements of product in international marketing are:

1. The value of consumer goods, which is regarded as a set of proper-
ties associated directly with the product itself, with its attendant services.

2. Clear orientation on pre-identified product target group of con-
sumers (market segment)

It should be noted that the consumption of medicines of different anatomical
therapeutic chemical groups, due to national and regional characteristics, although
there are general tendencies of implementation products. Thus, in the North Ameri-
can market, most sales are medicines that act on the central nervous system and
drugs affecting on the cardiovascular system, on the markets of Germany, France,
Italy, Britain and Spain sold more cardiovascular drugs. Japan is also a leading posi-
tion on volumes of implementation tools are affecting on the heart system, digestive
system and metabolism. There are also national preferences with respect to dosage
forms: in the UK and the Netherlands is a pill in France — suppositories the injection.

3. Commercialization of the goods, i.e. successful completion of all re-
quired tests, including market, obtaining the relevant certificates and other
technical documentation, development of mass production, the creation of
a network service, etc.

4. The competitiveness of the goods. In the international market
competitiveness of product is determined by the following set of technical
and economic parameters:

- price of consumption product equal to the sum of purchase (sale) of
goods and operating costs the consumer over the lifetime of the goods;

- class of products within which is determined the competitiveness;

- technical parameters describing the purpose, design and techno-
logical features, reliability, durability and maintainability of the product;
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- regulatory parameters, showing compliance with product standards
and regulations that determine the cleanliness of the patent and legal pro-
tection of products on the expected export market;

- ergonomic parameters that reflect the level of "friendliness" of the
goods to the user;

- aesthetic parameters: the level design, the requirements of fashion
(for non-production goods);

- organizational settings, which include maintenance services, war-
ranties, financing the purchase, etc.

5. Classification of goods by the nature of consumption.

The firm, acting on one or more foreign markets, should solve the
problem of adapting their marketing mix to local conditions. Theory of In-
ternational Marketing defines two types of international marketing mix:
standardization and adaptation.

The advantages of a standardized complex of international mar-
Keting consist in cost savings through large-scale production, the organiza-
tion of a unified system of goods and services, standardization of products,
which is a prerequisite for global marketing strategy, the possibility of a
quick return on investment in the standard product and sold on foreign
markets, simplifying the management of in terms of organization and con-
trol. The disadvantages are: lack of flexibility in marketing due to the im-
possibility to adapt the goods to certain local requirements, limiting the
development of creativity and commitment to innovation.

Adaptation (modification) it is an adaptation of elements of the
complex to the specifics of each target market (segment). Adaptation can
be forced or required, depending on the physical characteristics of the
goods.

Forced adaptation associated with the laws and local regulations,
among which are: safety standards, sanitary norms (restrictions on the im-
portation of low-quality food or industrial products that pollute the envi-
ronment) technical standards (appliances with plugs under the outlet of
the European standard, different tension in the household power), cultural
norms (supporting information in the national language).

Drugs and medical devices should be adapted to local conditions or needs in
foreign markets. For example, the technical solutions of medical devices must be
designed for some countries that use the power of an electric current 110 V or 60
Hz. In foreign countries there are requirements for packaging of medicines, and
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therefore the pharmaceutical multinational companies are often forced to change
the design of drug packaging, the contents of the information in the instructions for
use, to put labels on the package in the languages that meet the requirements of
the country, etc. For the packaging of the drug is also important to match the cli-
matic conditions, preservation of drugs during transportation, storage, storage.

The required adaptation connected with the necessity to take into ac-
counts the specific needs and demands of customers in each country where
the goods supplied.

Firms that choose a strategy of “reverse the invention”, guided by
the developing countries, making products more simple than that sold in
the domestic market.

Following the strategy of new inventions, international firms are
developing entirely new products for their export markets. This strategy is
more risky and requires a large investment of time and money. But at the
same time, it creates the potential for substantial profits, and sometimes -
the world's recognition.

Development and implementation of the pharmaceutical market innovative
medicines requires substantial financial costs, while providing sustainable competitive
companies on the market. According to the Centre for the Study of Drug Development
(USA), the cost of research and development of a new drug is 900 million dollars. U.S.
and requires 8-12 years of a large group of researchers. For example, the well-known
pharmaceutical company Solvay Pharmaceuticals for the first 9 months of 2007 showed
growth in sales of medicines on 11% (683 million euro), while expenditure on research
and development accounted 16% from sales pharmaceutical sector. The company con-
centrates its efforts in two priority therapeutic areas it is the direction of cardiome-
tabolic, neuroscience and psychiatry — taking strong positions on the market vaccines
and enzyme preparations.

The leader of the pharmaceutical industry in Europe is Sanofi-Aventis due to
large R & D developments and occupies a leading position in seven major therapeutic
areas: cardiovascular, thrombosis, oncology, metabolic diseases, central nervous sys-
tem, internal medicine and vaccines.

Sometimes, due to the development of original drugs, do not use the alleged
popularity among consumers, pharmaceutical companies are suffering some losses. For
example, one of the leaders in creating innovative products, Pfizer felt a decline in prof-
its in the third quarter of 2007 largely due to consumption of 2.8 billion dollars. U.S.
completes the investment in poorly marketed insulin inhaler Exubera. Given the fact
that the drug failed to win recognition of physicians and patients, the company con-
cluded unjustified further investment in this product. The financial results were also
negatively impacted by reduced sales of medicines cholesterol-lowering Lipitor (al-
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though the Ill quarter of 2006, it was the best-selling drug in the world, its sales
amounted to 3.3 billion U.S.) and the emergence of generic drugs that compete with
many medications Pfizer.

General trends in the development of new medicines in recent years show a de-
cline and stability of the production of new active substances (NAS) in 2005 — 30 NAS in
2004 it is 31, in 2003 — 30. In 90-ies the last century, these figures were 40 per year and
70-80-ies — more than 50.

In 2005, the U.S. continued to dominate as the number of developed and re-
leased to the market NAS (50% of total). The share of Japan's participation was 17% (5
NAS), while in the 90s was 30-40%.

Analysis of the development and release of NAS for therapeutic classes showed
some change in priorities: in 2005, was released just five biological NAS (in the previous
two years were produced by 8), the share of systemic anti-infective drugs and drugs for
the treatment of CNS diseases accounted for 17% of the issued NAS, the share of anti —
13% (in 2004 they accounted for 32% of NAS). However, given the drugs in develop-
ment in the near future, the number of new antitumor agents on the market can grow.

There are global trends on the development of influenza vaccines against the
bird flu means for the prevention and treatment of HIV infection.

It should be noted that at the stage of research is a lot of transactions for the sale
of licenses for medicines, more than half of them in the beginning of the third phase of
clinical trials.

The degree of product differentiation is determined independently.
However, there are factors that significantly affect one or another direction
of commodity strategy. This is level of income in selected markets, social
differentiation, traditions, customs, habits, age structure, the language re-
quirements for goods and other organizational and economic features of a
particular market.

Effective management actions on an international commodity policy
are based, as a rule, on the theory of product life cycle.

The life cycle of export goods has some peculiarities. First, the active
strengthening of exports usually begins when a new product of the com-
pany is already bearing significant profits due to capturing a significant
share of the domestic market. At this time the product performs in the in-
ternational market even as new.

Second, the maturity of export product starts its production firms in
the importing country (for domestic market), or licenses, or by modifying
their own product. Therefore, at this stage, the exporting firm in its foreign
markets faces some measures to restrict their business activities.
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Third, at a stage when this product becomes a standard for the for-
eign market, begins international competition. In this regard, the exporter
faced with the task constantly have ready for launch on the export of goods
which has not yet reached the stage of international competition.

On this basis, an international commodity policy to a certain course of
action of the international firm and the existence of such principles by
which ensures efficient formation of the commodity nomenclature and as-
sortment of goods for sale to foreign markets.

The main factors which consider during designing the perfect prod-
uct policy are follows:

- the aim of the firm: profit maximization, or penetration and long-
term stay in the international market;

- markets and their requirements and real needs;

- the resources of the firm;

- the nature of the goods, that is, the duration of its life cycle, the at-
tractiveness, the required level of service, brand name, ease of production,
legal limitations.

There are three types of commodity policy:

1. Concentric, when searching for new products which in the techno-
logical or market respect would be "in tune" existing company products,
and attract new customers

2. Horizontal, when a new product is essentially a continuation of
what has already been realized, and is designed to form a circle of consum-
ers, and its production does not require the company significant techno-
logical change

3. Conglomerate, when the export of new goods, in no way associ-
ated with the goods that existed at the company before and therefore re-
quires the development of new technologies and new markets.

When selecting target markets in the international marketing com-
pany can cope such methods strengthening of their position on the interna-
tional market:

- “old market - old product” (market penetration depth) due to cost
reduction, circulation and production, activation of advertising, changes in
goals by expanding the scope of manufactured goods;

- “new market - old product” (expanding the boundaries of the market
due to the development of new international markets and new segments of
the markets);
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- “old market - new product” the expansion, development, exploita-
tion, production of high quality new products for this market;

- “modification” and the market introduction of new products in the
application of both direct and covert methods of competition (lower prices,
better quality goods for sale at the same price, the provision of long-term
guarantees to the buyer, consumer loans, free of related services, etc.) ;

- “new market - new product” requires substantial resources and ca-
pacity needed for mass production of a new product and marketing it on
the market, has not yet been captured by competing firms.

International practice shows that in a particular case in order to
minimize commercial risk and the subsequent expansion of market seg-
ments (markets) is not advisable to produce a commodity, and a few simi-
lar products with different parameters.

A serious problem is the international fight against the implementation of the
pharmaceutical market adulterated (counterfeit) medicines. Revenues from the sale of
counterfeit medicines (CM) exceed the income from the sale of drugs and account for
30 billion dollars per year (5 to 8% of the legal market). According to the WHO share of
CM in the world are 15% of all marketed drugs, up to 30% of drugs — in Africa, Latin
America and Southeast Asia, and in some CIS countries — up to 20%. In the U.S., this fig-
ure does not exceed 1%. At the same time, according to the WHO, counterfeit are up to
50% of medicines sold over the Internet. State Inspection Health Ministry of Ukraine on
the results of studies of quality of drugs, as well as on the basis of statistical data esti-
mates the total share of CM of all medicines on the market of Ukraine in tenths of a
percent.

Adulterated drug — is a drug that deliberately labelled incorrectly as to the au-
thenticity and (or) origin. Can be faked the original products and generics.

Counterfeit drugs can be divided into the following types:

- an illegal copy of the original medicinal product — biologically equivalent anal-
ogy of the original drug, which fully meets the requirements of the AND, provide the
necessary therapeutic effect, but went into circulation with violation of law on the pro-
tection of industrial property rights;

- an illegal copy of a generic drug with insufficient active ingredients — a fake drug
manufacturer legally, which is manufactured with insufficient amounts of active ingre-
dients and does not provide the desired therapeutic effect;

- counterfeit drug-substitute — the substitution of the drug of the legal manufac-
turer, which contains the active ingredient of another type of pharmacological action
and does not provide a therapeutic effect specified in the instructions for use of this
drug;

- counterfeit drug-placebo — a fake drug manufacturer legally, that does not con-
tain the active ingredients;
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- complete a fake of medicinal product — a deliberate and false labelling of mis-
match, composition, ingredients, quantities, manufacturer, and packaging of the drug.

Taking into account the ways of rigging the CM can be roughly classified into
“white” and “black”.

“White” counterfeits is products, qualitative and quantitative composition of the
active substance which corresponds to the marking, falsified trademark of the manu-
facturer, might not be maintained quantitative composition, may apply other auxiliary
substances; active and auxiliary substances usually do not meet the requirements of
the Pharmacopoeia.

“White” CM is characterized by the markets of developed countries with high
standards of quality and advanced control and recording system.

“Black” counterfeits is products, quality and (or) quantitative composition which
does not meet the labelling. Instead, the stated amount of active substance contains
another (usually smaller) number, or other, cheaper (the easiest way to falsification is
plywood labels of more expensive medicinal product with a higher dosage of the active
substance in the package with cheap substances in low doses) or the active substance
is non-existent.

“Black” CM often present on developing country markets.

The problem of CM, methods of detection and control in developed and devel-
oping countries differ significantly. Thus, in developed countries combating the spread
of CM is a high level of quality requirements for drug licensing of Internet sales, tighter
import and export, and implementation of policies to reduce drug prices in the pres-
ence of a developed system of good practices, the presence of an effective system of
copyright protection controls and the judicial system as a whole is in the existence of
public and political will to combat CM.

In developing countries, in order to prevent the spread of CM requires tight con-
trol by the state, the elimination of non-controlled points of production and sale of
drugs, control of production, importation and exportation of drugs from the country,
the creation of powerful screening laboratories. Obstacle to the spread of CM can also
be a domestic production of cheap generic drugs.

WHO has called to put an end of trading of counterfeit medicines and an-
nounced the launch of a new international program against the counterfeiting medi-
cines. For this purpose, WHO has created a special unit IMPAST, in which will be at-
tended by law enforcement agencies of the member states, the largest pharmaceutical
corporations, and Interpol.

10.7. PRICING POLICY IN INTERNATIONAL MARKETING

Determination of the international pricing policy given significant at-
tention from companies wishing effectively and continuously carry out
their activities in foreign markets. Purposeful pricing in international mar-
keting is to establish such prices, and then they change depending on mar-
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ket conditions, which would allow gaining market share, to receive the in-
tended amount of income, to solve other strategic objectives.

Now pricing policy is one of the main components of the marketing
activities of any company, including international. If in the 60s of last cen-
tury in Western companies pricing was the sixth in importance among the
12 factors of marketing (product planning, marketing research, sales man-
agement, advertising, sales promotion, customer service, etc.), then from
80 it's a key factor.

Marketing management of prices in international markets has the
same structure as in the national market.

However, pricing in the international market is more complex than at
the national, for such reasons:

- varying degrees of government intervention in the economy;

- a variety of markets;

- export prices is higher;

- differences in the strategies of competing at international level;

- fluctuations in exchange rates.

No doubt all these factors vary from country to country.

Almost the development of the international pricing policy provides
for the determination of the optimal selling price of goods or services for
each country, and then - make the necessary corrections to ensure the
unity of the price.

The basis for the calculation of export or import prices in foreign
trade practices are the prices of major commodity markets. They reflect
the global average conditions of production, sale and consumption of spe-
cific goods. Therefore, to the exchange of goods took place on an equivalent
basis, these products should be evaluated in the world market prices.

Under the world price should be understood an international mone-
tary expression of value realized on the world commodity market. Interna-
tional value it is socially necessary labour to produce goods in the global
average conditions of production and the world average level of productiv-
ity. It is formed mainly under the influence of production conditions in
those countries that are major suppliers of goods on the world market.

Benchmark for participants of foreign trade in determining the price
of their goods is the price information collected from various sources.
Prices in international trade, depending on the characteristics of markets
where they apply, are divided into free-market prices and prices of closed
markets (Fig. 10.10).
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Figure 10.10 - Types of prices in international trade

For free-market prices belongs published, calculated and indicative
prices. In turn, to the published prices (i.e. prices, which have information in
special and corporate sources) are background, stock market, the prices of
international trading, the offer price of large firms, the prices of actual
transactions, etc.

Reference prices are officially published prices of goods on the domes-
tic wholesale or foreign trade of foreign countries. They can be found in
various print media - newspapers and economic journals, newsletters,
trade catalogues, price lists. Reference prices in most cases are so-called
basic prices, i.e. prices of goods of a certain quality and quantity, specifica-
tions, dimensions, chemical composition and other characteristics in a
given geographical (base) point. They are usually overpriced compared to
prices of actual transactions.

Stock quotes and auction prices is the prices of actual transactions on
the exchanges and auctions, conducted on uniform terms and conditions
regarding quality of goods, volume and delivery time, the currency of pay-
ment, etc. are used in world trade for a wide range of mineral commodities
and agricultural origin.
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Prices of international trade that apply at trade of manufactured
goods, especially machinery and equipment.

Offer price of large firms essentially have character of reference prices
and declining during the negotiations (usually within 10%). But they still
differ from the prices given in price lists and catalogues of companies that
focus on specific customer and their publication is less regular. Appear
mainly in the specialized trade press.

The prices of actual deals as a rule were not disclosed. They can be
found regularly speaking at a free international market as independent
sellers or buyers. A comparison of these prices with the background makes
it possible to more accurately establish the level of prices in the contract.

Price with subsequent fixation (as opposed to fixed price, which does
not change during the period from the date of contract signing to delivery
of goods to the buyer) is specified in the contract for a calendar date. And if
the goods are delivered to the purchaser no later than this date, then af-
fixed to the contract price does not change. Otherwise, the supplier of the
goods must meet certain sanctions, which must be specified in the contract.

Sliding price depends on the change in economic status of the export-
ing country (the seller). In the event of a change in prices for raw materials,
fuel, energy, wages, etc. parties stipulate the right of price adjustment for-
mula for the standard bearings (10.1):

P
P=—L2(a+b+c
s 100( ), (10.1)

where P, - sliding price (the price of slide);

P, - pre-agreed price (the base);

a - the constant component of the price (return);

b, C - changing the components of the price (cost of raw materials,

energy, fuel, depreciation, salaries), %.

Calculated prices are used in the absence of the necessary price in-
formation. The calculation is based on the data, publication of which is
regular and official character. These are the indices of export and import
price indices of domestic wholesale prices.

Price indices - are relative indicators of the change in prices over a
period of time. They are published by statistical agencies on a wide range
of products and product groups.
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There are also supplier settlement prices, which are used in contracts
for non-standard special equipment produced, as a rule, to order.

And finally, as a kind of free-market prices is indicative prices - is the
prices that have been established on the international market for the com-
modity at the time of export (import) transactions subject to the terms of
delivery and performance of calculations in accordance with the law.

In the practice of international trade there is the concept of commod-
ity dumping - selling significant volume shipments at dumping prices, i.e.
prices substantially lower than in the ordinary course of business. This
price is applied in order to gain a competitive advantage when exporting to
a particular market and the displacement of a competitor. The use of
dumping prices is limited to anti-dumping legislation of the country.

Prices of closed markets include:

1. Transfer prices (prices of intra-firm trade), which are used in trans-
actions between the countries located in different parts of the same multi-
national corporation for the purpose of the resulting gain in profit due to
the minimization of taxes and tariffs. In connection with the trend of glob-
alization of international trade is intra-firm trade in its most important
element. Suffice it to say that the share of transnational and multinational
corporations have already account for nearly half of world exports. Trans-
fer prices depending on the conditions of taxation in specific countries or
installed at a minimum, or, conversely, the maximum level.

2. Regional prices are used by different trading blocs in the transac-
tions between countries which belonging to them.

3. Preferential (subsidized) prices set by the intergovernmental
agreements on the supply of certain goods. The peculiarity of such prices is
their minimum level.

In a market economy, the process of pricing is subject to the commercial objec-
tives of the firm. On the international market pharmaceutical firms derive a new (inno-
vative) medicines as well as generics.

With the introduction of innovative medicines on the market pharmaceutical
companies use two main pricing strategies — the strategy of "skimming" and the strat-
egy of "market penetration".

As you progress through product life cycle changes, and pricing strategy of
pharmaceutical companies. There are medications-substitutes, including generic drugs.

There are three main strategies for the positioning of the prices of drugs that are
no longer an innovation on the market: the maintenance of prices, lower prices and in-
creased prices.
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Maintaining the price — this strategy is applied if the market segment, which pro-
vides the bulk of the implementation, will not be exposed to intense competition and if
the main purpose of pricing in the formation of the primary price achieved.

Reduced price — this type of strategy can be used as a defensive (for example,
when a competition among generics) and offensive (while reducing the cost of produc-
tion and distribution of the drug, provided, when a large market share can be achieved
through lower prices). In addition, lower prices may be subject to changes in market
conditions.

Increasing the price — this strategy can be used for several reasons. First, in terms
of inflation price increase is necessary to maintain the profitability of operations. Price
rises to a level that ensures the same margin, both before and after inflation changes.
Second, the price increase on the original drug may be long before the expiration of the
patent on its active ingredient. This is done to make the best use of the remainder of
the "monopoly" and extract the maximum possible profit before generic medicines.

Firms that go to foreign markets are faced with many challenges in setting prices
for their products:

First, regardless of how the firm solves the problem of pricing of its foreign prices
are likely to be higher than domestic ones. This is due to the fact that in the original
price when determining the customs value is added to the price of insurance, loading,
delivery to the boundary, etc.;

Second, if the firm sets a high price on exported drugs, it would have to pay high
customs duties;

Third, if the firm appoints a fairly low price of exported goods, it would have to
face anti-dumping measures;

Fourth, the problem of the so-called gray market, i.e. re-export of medicines
from countries where their price is lower in countries where their price is higher.

The method of pricing the firm which decided to enter foreign markets, usually
involves the following steps:

1. Formulation of the problems of pricing:

1.1. Gain maximum market share — based on long-term company profits goes to
the highest possible price declines, mainly due to lower production costs. Implemented
as a rule, in the early stages of the life cycle of products.

1.2. Gain leadership in quality — to cover the costs of achieving high quality and
costly R & D, is set high enough price, but such an increase is seen by consumers as it is
permissible for the quality of the compensation.

1.3 To maximize current income — current financial performance are placed
above the long-term, and select the highest price that provides the greatest profit and
cost recovery in the shortest possible time.

1.4. Ensuring survival — in order to maintain market position company sets low
prices, sometimes itself at a loss (but not for a long time). It is used when the supply ex-
ceeds demand, the market is a lot of competitors, or drastically changing customer
needs. In such cases, survival is more important than profits.
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2. Accounting the price factors:

2.1. Demand (the "ceiling" prices) — to determine how sensitive the demand to
change the price for each item should bring the demand curve and to calculate the
elasticity’s. In the case of inelastic demand enterprise profitable to raise the price of
goods as well as sales increases, while in the case of elastic demand a price reduction
benefits as well as an increase in sales volume increases.

2.2. Costs ("base" price) —if the demand is the maximum price of the goods, then
the minimum price determined by the cost of production, distribution and marketing,
including the rate of return for the effort and risk.

2.3. Proposal (competition) — the company should explore competitive price and
quality of goods offered by the market.

2.4. State pricing policy in respect of pricing:

- fixed prices set by the state itself;

- regulated prices — the state sets the rules for companies (ceiling price, best
value, limit one-time increase in prices, etc.), whereby the latter set their own prices;

- free-market prices — the state sets the rules, "playing the market" by introduc-
ing a series of restrictions on unfair competition and monopolization of the market
(which prohibits collusion of two or more competitors on price, dumping, imposing
price and so on).

3. The choice of pricing method based on cost factors:

- pricing based on demand — is carried out by subjective evaluation of customer
value of the product, its quality. The increase in demand leads to higher prices and vice
versa;

- pricing based on cost — "average cost plus profit."

The total cost of the product in a foreign country is the basis for the determina-
tion of purchase price to the final consumer, when the whole company takes on sales
of the exported product. If it sells to resellers, the selling price is calculated on the basis
of cost, corresponding to a certain stage of the transaction. Classification of basic condi-
tions of supply of goods (Incoterms Rules), adopted by the International Chamber of
Commerce allows you to accurately determine the time of transfer of ownership, which
means that the distribution of liabilities and expenses between the seller and the
buyer:

- pricing based on a proposal focused on the level of competition;

- the method of the current price — the company pushes the prices of competi-
tors;

- the method of "sealed envelope" — setting prices in the closed tender (to make
a lucrative contract, the firm sets the price as low as possible, starting from the ex-
pected proposals of competitors).

Customs value — the price of goods, down on the open market between an in-
dependent buyer and seller by which it can be sold in the country of destination at the
time of filing the customs declaration. In determining the customs value, it includes the
price of the goods specified in the invoice, as well as actual costs, if they are not in-
cluded in the invoice (Fig. 10.11):

- on transportation, loading, unloading, handling and insurance before crossing
the customs border, depending on the conditions of supply of goods under the con-
tract;
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- commissions and brokerage, which had been assessed prior to crossing the
border, if it is stipulated in the contract;
- charges for the use of intellectual property, if provided by the contract.

Customs value of

g goods h 3
Transportation —
P Invoice cost of a product Commission
costs
Loading, Cost of using the intellectual Brokerage
unloading property
Insurance

Figure 10.11 — Components of the customs value

Depending on the different aspects of commercial products manufac-
tured by the company pricing policy can be based on one of these ap-
proaches:

- pricing based on geography;

- determination of the price discount and credit, the firm provides a dis-
count for the calculation of cash for the amount, seasonal or functional dis-
counts, etc.;

- establishing the price of a new product;

- establishment of prices for sales promotion;

- discriminatory pricing when the firm assigns different prices to differ-
ent customers for different types of goods, etc,;

- pricing of additional products, mandatory items, by-products.

The choice of pricing policy depends on what goals company pursue:
achieving the intended return on invested capital; the stability of earnings;
stable or improving the image of the market; success in the competition; a
leading position in the relevant field.

Ways of implementation the price policy of the firm will have different
options, among which the most common are:

- avoiding setting their prices lower than the sum of production costs;

- try to set the price of their products are lower than those of competi-
tors;

- to follow the market price;

- to set prices at a certain price of a competitor;

- determine the prices so as to obtain the planned amount of profit, etc.
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Great importance in the pharmaceutical industry of foreign countries with de-
veloped market economies attached to control prices. Direct the management of
prices has two forms, each of which can be tailored to a specific market. The first
form is state regulation of prices at the production of the substance and finished
pharmaceutical products. Such regulation includes control over the prices at which
pharmaceutical products offered for sale. The second form provides for the deter-
mination of the price through negotiations among the major consumers and private
pharmaceutical companies. This form of control depends on the share prices of pub-
lic and other buying organizations in the common market.

Along with the above, the level of prices of medicines depends on the nature
of the purchases (single or continuous) and the place of purchase (domestic output
or imports), the terms of payment of transit, conditions of sale of drugs (or a varia-
tion of commodity circulation channels open tender) and will eventually from the
level of demand for specific drugs.

Across the world there are different approaches to the management of prices
for medicines.

In the United States there is no formal price controls on drugs. However, in
the U.S., there are two public programs in health financing, which provide more
than 40% of medical expenses. These programs provide for payment of the cost of
prescription drugs by physicians. The analysis showed that the public health sector
(program «Medicor» and «Medicaid») share of the cost of drugs is significantly
lower than in the private sector — 2.9% and 11.2% respectively. This is due to the
fact that the federal government (FDA — Food and Drug Administration) recom-
mends a wider scope to use generic drugs, the more expensive proprietary tools.

Compensation for the cost of drugs in the United States is produced in three
main areas:

- a special federal and federal-regional health programs;

- through direct federal-government transfers;

- through private health insurance and / or direct payments to patients.

According to IMS America INC an only 20-25% of the national bill for drugs
covered public health programs. The remaining expenses are reimbursed or through
private insurance or by direct payments for medical treatment.

Despite the great interest of the governments of Western Europe in contain-
ing the prices of medicines and promote their use of generic drugs, generic medi-
cines market is well developed in only four countries: Germany, the Netherlands,
Denmark and the UK. The fact that in these countries of Europe the prices of medi-
cines are the highest, is not coincidental, but rather an incentive for greater use of
generics. The high price of original drugs has provided generic pharmaceuticals sec-
tor opportunities for introduction into the market of cheaper medicines equivalent
to original. The use of generic products in the indicated countries supported as by
government agencies so doctors and the public.

Government authorities of European countries use different measures of
price controls on drugs: the system of control of prices, the involvement of patients
in the payment of the cost of drugs, the use of so-called positive and / or a negative
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list of drugs, which cost shall be compensated, the control over the prices of new
drugs, reduction or freezing of prices.

The UK operates a system of fixed surcharge, introduced by the patient for
each medication and issued him a prescription, regardless of its value. The cost of
most prescription drugs shall be compensated, but for those categories of patients
who are required to participate in the cost of treatment, a fixed co-payment.

In Japan, there is the following procedure for the pricing of pharmaceutical
products. Before new drugs come to market, they must be entered in the Register of
medical costs. At the final stage of the approval process of a new drug application is
forwarded to the Economic Division of the Bureau of the pharmaceutical prepara-
tion for the introduction of the Register of medical costs. The applicant has the op-
portunity to prove the asking price, based on chemically and technologically proven
results using the previous approved drugs in some therapeutic groups as a control.
Applications will be reviewed by the following agencies:

- Economic Department;

- Bureau of Health Insurance;

- Commission to resolve disputed issues of Japanese Medical Association
(technical material);

- Central Medical Council on Social Security.

Finally, the Register of medical prices set by the Central Medical Council on
Social Insurance.

Prices for drugs in the Register of medical quotations can use them when cal-
culating the cost of health care.

The analysis showed that, except for the U.S., where drug prices by govern-
ment services are not installed straight and regulated by the FDA only to the promo-
tion of production of cheaper generic drugs in other countries, drug prices are regu-
lated directly and indirectly relevant government authorities.

Investigation of the structure of the price of drugs has shown that a significant
fraction of the cost of the drug does not have to make, but in bringing it to the
pharmacies. This is due to the cost of pharmaceutical marketing. Even small and
medium-sized firms in the state contain up to 30% of the professionals involved in
the study of demand and sales.

10.8. COMMODITY DISTRIBUTION POLICY IN INTERNATIONAL
MARKETING

In the process of developing an international marketing firm policy
should take and implement decisions on marketing channels or paths, that
is, develop a system of physical movement of goods on the selected channel
marketing. Features of the organization of the international distribution of
goods, taking into account the globalization of international marketing are
presented in Fig. 10.12.
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The process of developing a strategy for international distribution of goods

Analysis of factors in- The choice of organiza- Managing distribu-
| fluencing the choice of | | tional forms and chan- | | tion channel in inter-
commodity circulation [ "| nels of goods move- "| national marketing
channels ment participants B

v

Gaining access to international distribution channels of products

\ 4

International Logistics (design and implementation of logistics processes)

\ 4

Accounting for trends in the global distribution of products in international
marketing

A\ 4

Figure 10.12 - Features of the organization of the international
distribution of goods

Under the policy of distribution (sales) in international marketing
should be understand the totality of activities required to deliver the goods
on foreign markets directly or indirectly, alone or with the help of intermedi-
aries. At the same policy objective distribution of goods in international mar-
keting are: maximization of turnover, and increase the market share of the
company; minimize marketing costs, the creation and support of the prestige
of the selected channel marketing, long-term relationships within the channel
of goods movement while maintaining its flexibility and the optimization of
marketing intermediaries in the process of distribution of goods.

At the same time to the problems of distribution policy should in-
clude: choice of the distribution system (centralized or decentralized), the
choice of organizational forms of distribution (own or third-party sales
agencies), the choice of distribution channel (direct or indirect).

Distribution channel in international marketing - a set of firms or in-
dividuals involved in the process of moving goods from producer to con-
sumer. Distribution channel is characterized by parameters such as level,
length (total length) and width.

The problem of choosing the most efficient channels of commodity
promotion in international marketing is complicated to the extent that as a
growing number of countries where the company expects to delivers the
goods.
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When choosing an international distribution channels the company
can follow different approaches, depending on whether it is focused on the
production or marketing. In the first case, the decision regarding the or-
ganization of commodity promotion is determined by reasons of logistics.
Companies focused on marketing, on the contrary: first of all, will try to
identify the most favourable marketing opportunities, then to develop a
framework and distribution system only if the expansion will determine
the place of production structures in order to best achieve marketing goals.

There are different options for distribution channels, which should
take into account the company trying to choose the best scheme of goods
movement in order to achieve its objectives of sales in foreign markets
(Fig. 10.13).

Selected channels of distribution must provide the manufacturer
geographical coverage of the target market (or segment) at the lowest cost
of goods movement, which are calculated by the formula (10.2):

D=T+C+H, (10.2)

where D - the sum of costs of goods movement;

T - transportation costs;

C - storage costs;

H - the cost of orders, not executed in the guaranteed period.

T

he criteria for selection of effective channels and methods of selling
goods on foreign markets is a quick turnover, costs turnover, sales volume,
the selected distribution policies of the goods.

In the theory of international marketing are three types of partici-
pants (levels) of commodity movement channels:

- own sales agencies (export department, leadership of the company,
the authorized representative of the firm, export organization in the coun-
try, overseas office (or branch office), the "daughter" unit overseas manu-
facturers, branded retail stores);

- sided marketing intermediaries in their country (exports organiza-
tions or representatives, trading houses, representatives of foreign whole-
sale buyers in the face of commercial concerns, large industrial enter-
prises);

- marketing intermediaries abroad (import wholesale organizations,
import agents (agents), transit trade companies, commissioners, brokers).
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Figure 10.13 - The main types of distribution channels of products
in international marketing

Consequently, the firm can sell products directly through its own
sales staff or hiring outside mediators to end the agreement. The company
should consider the traditional relationship, the presence of mediators
who meet the company, the differences in the structures of the wholesale
and retail trade in their country and the partner countries, governmental
restrictions and costs.
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Knowing exactly what channels of distribution for it within reach, the
company assesses the advantages and disadvantages of each option.

Before deciding on the choice of distribution channel should be deep
enough to analyze such issues:

- the objectives in the field of international marketing, which sets the
firm, managerial resources and expertise;

- an international organization of the company;

- reputation of the company;

- existing sales agreements in each market;

- availability of distribution channels;

- the financial position of the company;

- market and its special characteristics;

- specific requirements related to the characteristics of goods, etc.

Methods of distribution of goods in international marketing, as well
as internal marketing, subdivided as follows:

1. Direct distribution, which provides that a manufacturer of prod-
ucts come into direct relations with its customers and uses the services of
independent mediators. Especially prevalent in the market of means of
production - fuel, raw materials, manufacturing, and others less frequently
to help direct sales agents have resorted consumer goods market, using its
varieties, such as:

- direct marketing (direct work with clients who are regularly visited
by sales representatives);

- telemarketing (sales of goods and services over the telephone);

- Internet marketing (sales of goods and services via the Internet).

2. Indirect distribution, which provides that a manufacturer of
products using the services of various kinds of independent mediators. The
presence of mediators for the following reasons:

- high level of professionalism of intermediaries in the distribution
sector to accelerate cost recovery and turnover of funds, as well as conven-
ience for the end customers;

- the mediators have the ability to bring the goods to the target mar-
ket, their relationships, experience, specialization, the firm provides a
much more successful than it could achieve on its own, relying only on
their own;

- many manufacturers no experience in foreign markets, lack of fi-
nancial resources for direct marketing;
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- even if the manufacturer can afford to create their own channels, in
many cases it is more profitable to increase their investments in the core
business (where profitability is greater than the profitability of direct mar-
keting);

- the use of intermediaries in some cases, it is the only possible way
by established sales in the market rules and traditions (such as auctions
and commodity exchanges), as well as for political or legal norms in direct
contact with the consumer is not possible.

3. Combined (mixed) distribution, where a manufacturer uses a
combination of both direct and indirect marketing techniques. For exam-
ple, about 2/3 of export deliveries of machinery and equipment from de-
veloped countries is carried out through intermediaries and 1/3 - directly
to consumers, usually by special order.

When selecting mediators are guided by these recommendations:

- selected mediator should not be a mediator of competing firms, or it
can completely cover the market for your product;

- ceteris equal conditions preference for specialized intermediaries,
as he has more experience with this product is available (though not elimi-
nated cases where the product can be harder to come true, being together
with the goods of another kind that is sold to a universal mediator);

- preference for more well-known mediator that has a high reputa-
tion in the market;

- need to find sources of financing intermediary - whether it provided
loans and how it is the bank;

- should identify the level of equipment logistics intermediary (ware-
houses, offices, training and service centres, etc.), the level of staff skills
(experience in servicing and repairing of products);

- it is recommended to enter into short-term trial agreement for me-
diation (one year) to allow practice to learn about opportunities and busi-
ness responsibility of the mediator;

- must attend (in person, on-site) intermediary firm to ensure its reli-
ability;

- to take into account the location and number of outlets, their spe-
cialization and range of products sold in them.

In addition to channel selection commodity promotion, international
company must decide on planning and organizing an effective system of
promotion goods from the warehouses of the company to the consumer.
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Planning for commodity movement at the international level
provides different options.

1. The company produces goods in one country and delivers it to the
markets of different countries-consumers. In this case, the management of
commodity movement is carried out centrally. The main role of sales divi-
sion is to ensure the deliveries of goods in the importing countries are the
most economical manner and to maintain inventory at optimum levels.

2. The company provides a number of independent companies in differ-
ent countries, each of which operates in both production and marketing. This
option means a higher degree of decentralization, with the international
marketing ceases to exist. The organization commodity movement is pre-
dominantly local affair.

3. The company has around the world several companies that serve
many markets. This is a fairly common variant, which provides for the crea-
tion of complex commodity distribution structure with well-thought-out
distribution of responsibilities.

The process of organizing commodity movement, as a rule, in-
cludes the following stages:

- choice of stocks and storage systems;

- identification of moving loads;

- introduction of a system of inventory management;

- setting procedures for handling stock;

- the choice of means of transportation.

With efficient organization system of goods at each of these stages is
planned as an integral part of a balanced and logical overall system.

10.9. PROMOTION OF MEDICINES IN FOREIGN MARKETS

Policies promotion pharmaceutical goods in foreign markets involve
the communicative impact on consumer marketing and interaction with
the environment, whose goal is to encourage the buyer to purchase a par-
ticular product. Promotion or the use of complex marketing communica-
tions aimed at uniting the interests of consumers and to maximize the
benefit of the manufacturer.

Objectives of the policy of promotion of medicines may include:

- to attract attention and interest to the medicament, its customer value, brand
image, sales conditions, etc.;

- the formation of adherence to certain producers and intermediaries operating
in foreign markets.
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As in domestic markets that make up the promotion of medicines abroad are:
advertising, professional information, public relations, sales promotion, personal sell-
ing, direct marketing, specializing medical exhibitions. All these forms of work are fully
applicable in promotion of OTC drugs (Fig. 10.14).
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Figure 10.14 — Components of promotion of OTC drugs

The advertising campaign an international level is based on, depend-
ing on whether it is standardized, specialized, or should be adapted to spe-
cific local markets.
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Standardized advertising has advantages in the sense that she is suc-
cessful in one country, it will probably be successful in another, similar, to
the country. In addition, standardized advertising is cost effective because
the cost of its production is much lower.

Adaptive (specialized) advertising account economic and cultural dif-
ferences between countries. The choice of this approach to the advertising
campaign based on these conditions, a foreign environment, such as level
of education, experience and competence of the staff of foreign firms, na-
tional characteristics and rates of economic growth, the traditional con-
sumer products, media independence from state control. If these differ-
ences are significant, then the adaptive advertising is appropriate.

In addition to the environment when planning an advertising cam-
paign should be taken into account other criteria: the ratio of the purposes
of advertising and the economic interests of their own country, the specific
market characteristics of the product through the media, the ratio of rates
of "profit-costs", etc.

Promotional activities of pharmaceutical companies depend on such factors of
the international environment:

- regulation, restriction and control of drug promotion;

- public attitudes to advertising;

- the availability of advertising agencies;

- the choice and availability of specific media advertising (television channels,
publications, etc.);

- the degree of competition in the pharmaceutical market, etc.

The theory of international marketing encourages such common
stages of the program design an advertising campaign:

- ensuring the company building the international guidelines of ad-
vertising;

- identification of the purpose of advertising;

- review and approval of its parts;

- sample testing of the population in order to verify the effectiveness
of advertising;

- planning for the media;

- approval of the budget;

- introduction to the markets of the company;

- evaluation of the effectiveness of advertising campaigns.
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Public relations contribute to the formation and maintenance of a fa-
vourable public opinion for the firm on a wide range of problems affecting
its interests. This activity does not create a direct financial benefit to the
company, but indirectly has a positive effect on business performance. In
developed societies, socially oriented and there was even the concept of
“social marketing” (public marketing), a strategy which is aimed, on the
one hand, to comply by the public interest, on the other to provide a sup-
port in the community.

In the medical-pharmaceutical public sphere, first of all, especially responsive to
the actions of companies that contribute to improving the health of the population,
and secondly a negative response to any (real or apparent) manifestations of unethical
behaviour of firms (there is a condemnation of the business, earning the sufferings of
the people). Pharmaceutical manufacturers, distributors, drugstore chains in its PR-
activities make extensive use of medical and social issues in an effort to influence public
opinion in regard to the individual firm and the pharmaceutical community as a whole.

The main objectives of pharmaceutical companies is staging some problems in
the public consciousness or awakening them active interest, which ultimately creates
the preconditions for the promotion of drugs. Another object of PR-activity is to change
the attitude prevailing in the society to an issue, for example, the prices of medicines.
Given the prevailing view of the high prices for medicines and as a consequence of ex-
cessive profitability of the pharmaceutical industry, pharmaceutical companies are try-
ing to inform the public about the high cost of developing new drugs to control the effi-
cacy and safety of medicines, etc.

In order to form a trust relationship between the firm and the public when ex-
amining and resolving a specific problem the pharmaceutical company should strive to
ensure that health professionals and the public trust in its competence and ethics. As a
result, it is provides for the formation of positive image of the company and its activi-
ties, public loyalty to the firm, respectively an enabling environment for business.

Sales promotion of drugs in foreign markets pursues essentially the same pur-
pose as the domestic. They are:

- stimulating the commission of a test purchase, as the benefits of the drug ap-
pear in the course of its actual use;

- increased exposure to advertising (sales promotion tools created with the ac-
quisition of additional reasons for drug users, doubtful, for whatever reason);

- reducing the inventory of the drug (shares usually directed at consumers who
are familiar with the drugs, engaged in repeated acquisitions, sometimes “in reserve”);

- to familiarize physicians with a new drug through the transfer of free samples;

- stimulate sales of new drug wholesale and retail businesses, which is especially
important for the pharmaceutical market, which has a high degree of saturation of the
range of drugs. Therefore, it is important to encourage activities for members of trade,
to convince them of the benefits of implementing a new drug;
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- formation of partnerships between manufacturers and pharmaceutical compa-
nies (creating more favourable conditions of work with the preparation of the firm than
with competing products, its location in the windows on the most conspicuous place;
recommendations to the buyer, joint promotional campaign). The achievement of this
goal is most conducive to a joint marketing agreement of the manufacturer and trading
company, which in addition to shares of sales promotion suggest a presentation, dem-
onstration and training of personnel.

Importance to market OTC drugs have direct contact with the pharmacist to con-
sumers, since specialists compensate for a lack of awareness among patients about the
properties of drugs, often providing patient care in the selection of medication for
some symptomes.

When promoting prescription drugs accounted participate in the appointment
process, the acquisition and use of physicians, pharmacists (pharmacists), funding bod-
ies (if you pay for medicines out of the state budget funds or insurance funds), and con-
sumers.

The main subject of the choice of prescription medication is a doctor. The ele-
ments of marketing communications that are used to influence it, are medical repre-
sentatives, opinion-leaders, the results of clinical studies, conferences, symposia, ad-
vertising, exhibitions, PR-campaign. Significant influence on the choice of physician
medication provided by:

- personal and professional characteristics (specialty, membership of a particular
scientific school, work experience and age, personality type, etc.);

- relating to a particular drug or group of drugs;

- a direct interest in the doctor: in most countries, the legislation prohibited the
direct stimulation of the pharmaceutical company physician for the purpose of a par-
ticular drug. The EU regulates all types of contracts, firms with physicians, bringing the
latest material benefit. Limited to the value of gifts and souvenirs (or prohibited at all),
are communicated to the doctor, is regulated by the transfer of free samples, sponsor-
ing trips abroad doctors, their participation in conferences, seminars, etc.;

- external constraints, which include lists of drugs (or categories of patients) for
the preferential and free vacations; range of drugs purchased by health care setting,
treatment guidelines, formulary lists.

The marketing activities of pharmaceutical companies to promote prescription
drugs should be aimed at pharmacists, advising patients when choosing a drug, inform-
ing doctors about the presence of analogues of admission to the pharmacy, new drugs
and their properties. It is important to cooperate with the pharmacy enterprises: their
influence on the range of drugs for the purchase of a particular drug, staff motivation,
etc.

In promotion of prescription drugs a special role belongs to the medical repre-
sentatives of pharmaceutical companies. Their activities are directed to work with doc-
tors and pharmacists, are regulated by EU Directive 2001/83, national laws and other
normative documents.
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Exposure to pharmaceutical companies directly to consumers of prescription
drugs in most countries is restricted or prohibited. However, for example, with the de-
velopment in the United States (in the 90s of last century), direct marketing or direct
marketing, advertising was allowed to prescription drugs in the media. At the same
time leave of such drugs is carried out only by prescription. In European countries, such
advertising is not allowed. In countries where advertising prescription drugs banned in
other forms of influence on the consumer it are medical and social programs, discus-
sions with patients, problems specific diseases, the work of “hot lines”, etc.

As payment for prescription drugs in many countries is carried out not by the pa-
tient, and from a variety of funding sources it is the budget, funds independent state
organizations, the health insurance fund (or private insurance companies) Pharmaceu-
tical firms often take steps to promote the inclusion of the drug in the standard of care.
To this end, work with opinion-leaders (“opinion leaders”) to the economic entities of
funding bodies, the creation of public opinion.

10.10. OFFICE OF INTERNATIONAL MARKETING

Management of International Marketing combines basic approaches
to management marketing companies and the specifics of the foreign mar-
kets. The basis of international marketing strategy is the development of an
overall plan of the company in the international market, taking into ac-
count identified in each country, prospects and opportunities for firms to
implement them. Elected one of the key strategies for products and mar-
kets a global (standardized), adaptive (multinational) or integrated (differ-
entiated).

The global strategy allows the companies obtain a significant com-
petitive advantage by posting its activities in the most attractive countries
and coordinate their policy actions around the world. In the past 20 years
in international marketing has been a characteristic trend of increasing
globalization of the advertised goods. Worldwide brand enables the firm to
avoid the large costs of developing brands and marketing campaigns for
different countries. Through an advertising campaign on a global scale, the
firm is able to occupy a dominant position in many countries, it provides a
competitive advantage.

The need for adaptive (multi-national) strategy arises from the some-
times significant differences in the cultural, economic, political and com-
petitive conditions prevailing in different countries. The more varied the
conditions of national markets, the more preferable a multinational strat-
egy in which the company is adapting strategic approach to the specific
market situation of each country. In such cases, the overall international
strategy of the company is a combination of strategies across countries.
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Compromise between these two strategies is the integrated (differen-
tiated) standardization. In differentiated standardization strategy the com-
pany formulates a global marketing strategy, providing the right leaders in
the local markets, knowing the national peculiarities and customs vary the
implementation of marketing strategies.

The answer to the question of whether to try to penetrate the mar-
kets as many countries, or focus on a few key countries are two versions of
an international marketing strategy: world adaptation; adaptation on key
markets. Global adaptation strategy is the most expensive, as it implies the
sale of goods of different options in each country in the world. This adapta-
tion is necessary when it is dictated by differences in consumer needs.

In the following are being developed strategies for the product, price,
product distribution policy and its promotion.

Creating the organizational structure of international marketing fo-
cused on the best match the requirements of foreign markets. This takes
into account several factors:

- the volume of work of firm;

- the number of foreign markets in which the firm operates;

- specificity and methods of work in the foreign market;

- marketing goals and objectives of the company in foreign economic
activity;

- experience in international activities of the company;

- feature and the competitiveness of the goods;

- breadth and depth of assortment of goods.

Marketing departments of Western companies are usually perform-
ing the following functions:

- conducting market research;

- justification of product and pricing policies;

- implementation of promotional work;

- organization of sales and deliveries;

- monitoring compliance with payment discipline;

- monitoring the timeliness of delivery of products;

- organization of service.

As part of the main guidelines for the management of marketing, sell-
ing products in the markets of different countries allocate positions of re-
gional directors, carrying out its work taking into account local conditions.
Local self-marketing service developing a whole range of issues related to
market research, advertising and sales, but their activities are coordinated
and consistent with the general plans of the head company.
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In the pharmaceutical market solving problems of integration and coordination
of the firm in different markets, a combination of centralized and decentralized man-
agement helps an organization representative of pharmaceutical companies. Represen-
tation mediates between the foreign manufacturers on the one hand and the subjects
of the national pharmaceutical market — on the other. On the representation of phar-
maceutical companies are assigned the following tasks:

- organization of drug registration and coordination with relevant public health
authorities and clinical centres;

- research, analysis, evaluation and forecasting of market medicines;

- promotion of medicines in the local market, participation in the implementa-
tion of national and regional health programs;

- public relations, formation of the image of foreign pharmaceutical companies in
the local market.

Model of organization of representations of the pharmaceutical companies can
take into account the specialization of the representatives of on the territories (re-
gions), goods (groups of drugs), the customers (wholesalers, pharmacies, health facili-
ties, patients), and possibly a combination of two or more elements of the above mod-
els.

Control of international marketing includes the following stages:

1. Establishing the level of implementation achieved the objectives of
the program of international marketing

2. Identifying indicators of deviations from the planned development
of international marketing

3. Determine the degree of acceptability of these deviations in terms
of strategic objectives set forth in the international marketing program

4. Establishment of internal and external causes of deviations

5. Make recommendations to the full establishment of the identified
deviations or mitigate them if they are not caused by an organization inde-
pendent of external circumstances.

In practice, control of international marketing is to conduct periodic
audits of marketing, or marketing audit, which is a “snapshot photos” of the
organization with the environment. It can be used to compare the market
conditions and resource capabilities of the company to make the necessary
adjustments to the marketing plan to improve financial and economic indi-
cators. Marketing audit to evaluate the organization's activities in foreign
markets, to see its successes and failures, identify the causes of those and
others, to establish the competence of employees and their effectiveness.
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Complex study of the pharmaceutical companies in foreign markets
include the following directions: assess organizational and regional struc-
ture; analysis of the company's image; assessment of promotion of drugs;
assess the assortment of medicines and other pharmaceutical products
company.

Assessment of organizational and regional structure provides:

- evaluate the effectiveness of vertical relationships in the company;

- analysis of planning and reporting systems at all levels;

- identification of overlapping functions of departments and employees;

- evaluate the effectiveness of the distribution of effort between regions;

- exploring the moral environment in the company, the views of em-
ployees about working conditions, etc.

The main method of this research is interviewing employees.

The company's image in many ways determines its present and future
position in the market, so it is recommended to study with some frequency,
for example, once in 1-3 years. Depending on the specific purpose of analyz-
ing the perception of the following criteria:

- perception of the pharmaceutical company as a whole;

- perception of the pharmaceutical company or brand;

- perception of advertising and other means of promotion of medi-
cines or other goods;

- perception of the medical (trade) representatives.

Investigation of conducted by the company's image questionnaires or
interview of target groups, which may include: end-consumers, physicians,
pharmacists (pharmacists). Thus, in the case of non-prescription drugs or
major groups of goods parapharmaceutical interview are consumers and
pharmacists, with the image analysis of prescription drugs the most atten-
tion is paid to physicians.

During analyzing the image of the medical representatives of particu-
lar importance have doctors and pharmacists. Medical and sales represen-
tatives can be considered a person of the company; they have a direct im-
pact on the situation in the short term, and the subsequent performance of
the company. As part of the study the company's image is also important in
comparative analysis of major competitors (or competing products) to the
activities and future activities of the pharmaceutical company.

Monitoring and analysis of assortment of drugs and the effectiveness
of marketing activities by firms using traditional methods described in the
relevant sections.
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Questions for out-of-class work

1. Which factors are the conceptual bases for the formation of interna-
tional marketing?

2. What are the main functions of international marketing?

3. At solving of which tasks the international marketing focused market-
ing activities of pharmaceutical companies?

4. Describe the characteristics of international marketing.

5. What are the steps involves the formation of a national policy of inter-
national marketing company?

6. What factors of the international environment influence on the effective
functioning of the firm in a foreign country?

7. List and describe the existing trade restrictions proactive character.

8. Which factors of the legal environment should be taken into account
when the output of the national company on the international market?

9. What are the most important economic parameters of the potential
foreign market, to be considered when evaluating international marketing en-
vironment.

10. What are the different forms of output on a foreign market?

11. What are the different types of joint ventures?

12. What are the characteristics of an international firm?

13. What features are inherent in multinational companies?

14. What are the stages of developing an international marketing strat-
eqy?

15. What is the strateqy of a standardized (global) marketing?

16. What makes marketing strateqgy adapted?

17. Describe the basic model of international marketing strategies.

18. What are the peculiarities of international marketing research?

19. Give a description of the stages, typologies and methods of interna-
tional market research of drugs.

20. What sources of information used in conducting marketing research
overseas pharmaceutical market?

21. What applies to the basic elements of the goods in international mar-
keting?

22. What are the technical and economic parameters determined by the
competitiveness of goods on the international market?

23. Give the comparative characteristics of two types of international
marketing mix: standardization and adaptation.

24. What features of the life cycle of export goods?

25. Which factors should be considered when developing an effective
commercial policy?



302 Management and Marketing in Pharmacy. Part Il - Marketing in Pharmacy

26. Describe the main types of commercial policy in international market-
ing.

27. What methods of strengthening the competitive position in the inter-
national market using the firm when choosing target markets?

28. On what grounds medicines characterized as falsified?

29. What are the ways to deal with the realization of counterfeit medi-
cines are used in foreign countries?

30. What are the distinctive characteristics of pricing in the international
market?

31. What are the signs of the classification as the basis for the separation
of prices in international trade?

32. What kinds of prices, depending on the characteristics of the markets?

33. Name and describe the basic pricing strategies used by pharmaceuti-
cal companies in introducing innovative medicines on the international mar-
ket?

34. What are the main stages of the pricing companies entering foreign
markets, and describe each of them?

35. What approaches are based on the pricing policies of firms operating
in foreign markets?

36. Describe the key aspects of pharmaceutical prices in other countries
with developed market economies.

37. Indicate the differences in the organization of commodity distribution
in domestic and international markets.

38. What types of goods movement participants channels characteristic of
international marketing?

39. List and expand the essence of the methods of distribution of goods in
international marketing.

40. Provide and describe the different variants of goods movement plan-
ning in foreign markets.

41. What are the distinctive characteristics of the construction of an ad-
vertising campaign at the international level?

42. What is the value of PR-activity of the companies for effective promo-
tion of medicines in foreign markets?

43. What is so special promotion of OTC and prescription medicines in
overseas markets?

44. Name and describe the main directions of international marketing
management.

45. What is the role of representative offices of foreign pharmaceutical
companies on the national market?

46. Which implies the control of international marketing?

47. In what areas of research conducted pharmaceutical companies in
foreign markets?
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Tests

1. Complete the list of functions of international marketing:
A. Analytical

B. Production

C. ...

D. Research

E...

F. Control

2. The pharmaceutical company, planning to enter on the international
market, assesses the existence and content of inter-governmental trade
agreements, a system of state regulation of foreign trade, the level of customs
duties of goods, currency legislation in the exporting country. Which group of
factors of the international environment, these conditions include?

A. Policy

B. Legal

C. Economic

D. The socio-cultural

3. To reduce the risk of business on foreign markets companies evaluate
the factors of economic environment on the potential market. Which of the
following factors are not relevant to the economic?

A. The type of economy

B. The structure of the population

C. Approaches to pricing and tax laws

D. Economic growth

E. The general economic situation

F. The nature of social values and motivations

G. The extent and nature of state intervention in the economy

H. The stability of the currency

4. What form of output on a foreign market is activities associated to the
sale and release of products in another country to transfer its in the property of
the foreign contractor?

A.Joint ventures

B. Exports

C. Import

D. Direct investment

E. The franchise
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5. Indicate what form of output on a foreign market belong to varieties of
joint ventures:

A. Licensing

B. Contract manufacturing

C. Direct export

D. Indirect export

E. Joint ownership

F.Joint marketing

G. Joint ventures

6. Companies coming out on the foreign markets, to achieve the goals are
developing optimal marketing strateqy. That does not apply to the stages of
developing an international marketing strategy:

A. The basic rationale for marketing activities

B. Development of methods for expanding the sphere of influence in the
field of foreign trade

C. Organization of international production

D. The preparation and conclusion of international trade contracts

E. Formation and optimization of the functioning of firms in an
international environment

7. The company offers products for the foreign market, which sold on the
domestic market, without having in any changes in their structural
characteristics. This is the strategy:

A. Differentiated marketing

B. A standardized marketing

C. Undifferentiated marketing

D. An adapted marketing

E. Integrated marketing

8. The company, coming out on the foreign market, takes into account the
demand for the product and ready to modify its program and activities to
promote a specific market. This is the strategy:

A. Differentiated marketing

B. A standardized marketing

C. Undifferentiated marketing

D. An adapted marketing

E. Integrated marketing

9. Complete list of the types of international marketing strategies, which
are formed by firms in the light of the competitive environment of the world
market and its own competitive position in it:

A. Basic

B. The confrontation

C. The cooperative

D. ..
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10. What are the differences in the partner countries should take into
account the firm in order to ensure comparability of international marketing
research?

A. Policy

B. Language

C. The geographical

D. Cultural

E. Behavioural

F. Demographics

G. Information

11. Complete the list of technical and economic parameters that
determine the competitiveness of goods on the international market:

A. The price of consumption

B. The class of products

C. Technical specifications

D. ... Parameters

E. The ergonomic options

F... parameters

G. ... parameters

12. The company, going to the foreign market, is looking for new products
that are technologically and market relations are similar to existing products.
What type of commodity policy applies the firm?

A. Concentric

B. Vertical

C. Horizontal

D. Conglomerate

13. The company entered on the international market with a new product,
which is a continuation of the already implemented the product and its
production does not require the firm's significant technological change. This
product policy:

A. Concentric

B. Vertical

C. Horizontal

D. Conglomerate

14. The company exports its new product that is not associated with the
existing it before, and therefore require the development of new technologies
and new markets. This type of commodity policy is:

A. Concentric

B. Vertical

C. Horizontal

D. Conglomerate
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15. Bring in compliance types of prices of free markets and their
classification groups:

A. Published

B. Calculation

a) background

b) the contract

c) solid

d) the price of international trade

e) the stock prices and auction prices

f) moving

g) followed by the price fixing

h) the price proposals of large firms

i) the average export and import prices

j) the prices of actual transactions

16. What type of pricing strateqy applies the pharmaceutical company, if
the segment of the market, which sold medicinal products, strong competition is
no different, as the primary price achieves the main goal of pricing?

A. The strategy of “skimming”

B. The strategy of “market penetration”

C. A strategy to maintain prices

D. A strategy to reduce prices

E. The strategy for raising prices

17. Bring in compliance the specific participants in international
commodity circulation channels, and its classification groups:

A. Proper marketing agencies

B. Side marketing intermediaries of their country

C. Marketing intermediaries abroad

a) the export department

b) the export organizations or representatives

c) the trading houses

d) imports representatives

e) the retail chain stores

f) the authorized representative of the company

g) the transit trade of the enterprise

h) the commissioners

18. Pharmaceutical company, developing an advertising campaign for the
international market, takes into account economic, social and cultural
differences in the importing country. What type of advertising used by the firm?

A. Standardized advertising

B. Information advertising

C. An aggressive advertising

D. Adaptive advertising
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