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ABSTRACT

Recession is interesting and multidimensional phemon, which has been on the

headlines lately. Phenomenon has been studiectreand the consequences of it have
been target of interest for business and acadétuipose of this study is to explore that
Will companies change or adjust their marketingh\aiiés due to recession to survive

better from it?

Marketing literature about marketing mix and the o$ different marketing activities

construct the base for this study. Recession has bwidied widely in academic field,
but only few studies have focused only on marketimg elements and marketing

activities during recession. Still, some earlieudsts have clear evidence that
companies which increase marketing activities dureacession will face the increase of
market share and sales. In this study there wastremted theoretical model, which is
based on marketing mix elements and previous sudldis theoretical model

suggested specific marketing activities, which doumprove the performance of
companies during recession.

According to findings of empirical study, recesswas not considered as major threat
in the case companies of this study. All the caseapanies announced that they do not
change their marketing strategy due to recessioherGmajor influencing factors for
these companies were general strategy, marketiagegy, industry, nature of products
and customers. Companies in this study did notidensecession as opportunity to
increase marketing activities in this study desphe results of previous studies.
Empirical study proved that recession had only mimfluence of case companies.
Still, there was some evidence in this study thataased marketing activities can have
positive influence on companies’ performance durmegession. One of the case
companies faced increased turnover and sales dyeags 2007-2010, when they
increased marketing activities.

KEY WORDS: recession, downturn, marketing mix, marketing aigts






1. INTRODUCTION

Introduction chapter explains the structure of whdhesis and it begins with
explanation for the background of the study. Olyest and research problem are
introduced and also limitations of the study arsctdéed. There is brief introduction
about the literature which this thesis contains famally the structure of the study gives
the general view about whole thesis.

1.1. Background of the study

These days there are several phenomena which aneced to worldwide economy.
Some of these phenomena can be explained with sloeoey or those can be tested
with some theoretical model. However, connectirggdafor most of the phenomena is
that those are under of research and people w&mow the reason behind of it. People
in academic and business world are similar in @edmat they want to be familiar with
the phenomenon. Even more if there is a chanceptietomenon can be profitable or
unfavourable for their business. Recession is drteese phenomena. Recession occurs
with different amplitude and frequency in a world@ieconomy. Sometimes it can be
strong and worldwide and on the other hand it canldzal and its effects can be
insignificant. Recession is definitely a phenomemdnich raises questions and interest.
According to Ryan (1991) the idea of conductingualg which is combines recession
and marketing, goes back to 1920’s. Once againghenomenon has been topical
when worldwide economy turned in to downturn in &mel of the year 2008. (Geroski
& Gregg 1997; Parkin, Powell & Matthews 2003; Shar883, Ryan 1991).

Whenever or wherever the recession occurs, it rgibe questions. Researchers in
academic field are mostly interested about theareasnd consequences behind the
phenomena in general level. In business world steegends to draw attention when it
comes to company’s possibilities and threats. Thare several points in this
phenomenon which could be studied, but in genbeaptedictability of recession is one
interesting issue which many of researchers wakiédtb know. There are numeric facts
about the recession, which have pulled from théegaecessions. These numbers are
still the average numbers of previous recessiorieese cannot be easily generalized to
every following recession. For example Parkin, Abaed Matthews (2003:705) have
described recession in their academic b&wonomics According to Parkin et al.
(2003:705) during the last century there were hinginess cycle turning points and the
average numbers of those indicates that, recesksted about two years, and during
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the recessions real GDP fell almost 10 per cemn fitee top to bottom. These numbers
prove that the facts about recession are highlgemeral level and these cannot help too
much on predicting the following recession. (Pardral. 2003).

Recession is such a multidimensional phenomendndkaarchers have not found clear
explanation for that, but that fact just increafes interest towards the phenomenon
from the academic researchers and business lifelsalb It is clear that many
companies would be interested about the fact whétieee exists a way how they could
benefit from recession, so there is no need toeatige reason for this study. (Parkin et
al. 2003; Shama 1993 & Ryan 1991).

In this thesis the interest is in the relationskigtween marketing activities and
recession. Emphasis is on the effects of marketaugvities for companies’
performance during recession. Marketing itselfushsa big part of entire company so it
cannot be included entirely for this study. Thisidst focuses on marketing mix
elements and for the changes made in marketingetairents during recession. In other
words, does it pay off to invest more on marketwgvities during the recession. Ryan
(1991) state that American Business Press studlesdf already in the 1970’s
formidable evidence that cutting advertising codtgsing economic downturns can
result in both immediate and long-term negativee@ on sales and profits. These
findings prove that same topic is worth of resemghhese days also. John Quelch
(2008) and Pankaj Ghemawat (1993) argued alsanthdteting should be emphasised
during recession and cutting costs from marketinghinhave long-term negative
impact. Under of investigation are companies wiakie international business to fulfil
the international aspect of this study. In thiseegsh target group includes companies
with varying size from small to large, but the mattention is in marketing activities of
the case companies. (Shama 1993; Bhose 2009 RHn Q@elch 2008 & Ghemawat
1993).

Recession as phenomena is quite lot studied arthend/orld in different universities,

but there are not so many studies conducted irafdhiwhich would focus only on

marketing mix elements during recession. There stvelies made which concerns
recession in the University of Vaasa and one a$é¢he concerning similar topic which
includes the international point of view and itnde in the department of marketing.
This thesis was conducted in year 1997 and autteoadthor is Jyrki Holappa. Another
research which is also concerning similar topithies research of Karin Holstius which
was conducted in 1984. These two mentioned stumbaserns the similar topic in a
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broad sense, but those also creates the resegrcRgsearch gap is in the action of the
companies, because these previous studies havsefb@n the environment and how
that has affected to companies. In this thesigdbes is more on the company’s actions
and how those are trying to cope with the recesdidolstius 1984, Holappa 1997).
There is also clear novelty value in this thesiesithe lack of studies in Finland which
are conducted with same topic.

Already the introduction of the topic proves thaltdnges of this thesis. It has to be
mentioned, that this study is not trying to achiepecific and detailed results which
could be generalized to broad amount of companiesmges. The aim of this thesis is
rather to give some evidence that marketing acteams help companies and improve
their performance during recession.

1.2. Objectives and the research problem

Main purpose of this thesis is to study if recessaaffects on companies and especially
on their marketing activities. Aim is to study tbgh case companies if companies
change their marketing activities in a particulaaywo achieve some specific effect. In
other words the research problem is that:

Will companies change or adjust their marketingh\aiiés due to recession to survive
better from it?

Surviving better from recession in this case metreg companies do not suffer
significantly from decreased sales or decreasekehahare. Surviving better from
recession means naturally also that companiesihakeased their sales or market share
during recession.

If there can be found answer for this research |prolihat companies adjust or change
their marketing activities due to recession it gaartly confirm the earlier studies

results. Results of some earlier studies argue ittmeased marketing activities can
improve companies’ performance during and afteession.

Objectives will most likely to steer the directiohthe thesis, because thesis have to be
formed in order to reach the objectives. To be abléulfil the main purpose of the
study, there have to be objectives. Objectiveshaf study have been divided in to
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theoretical and empirical objectives. First objeesi are theoretical and the latter ones
are empirical. Theoretical objectives are:

« To analyse and compare relevant and similar studeggerning marketing
activities during recession

e To construct from previous studies and from markgetiiterature theoretical
model of possible adjustments in marketing acesitiuring recession

Empirical objectives are:

* To interview decision makers of case companies tathmieffects of recession
on companies marketing activities during 2008-2010

* To analyse the results of the empirical study amhgare them to theoretical
model

The second theoretical objective to construct ttaoal model will mostly be based on
marketing mix from the literatures behalf. The neditkg mix was chosen, because it
presents all the basics of marketing which empbkasitring the recession. It is also
one of the most notorious theories of marketingtisat is speaking in favour of

choosing that. Recent and previous studies aboassen and its effects will be also in
significant role when constructing theoretical modevious studies which have been
chosen for theoretical part of the study are froffeent areas of the world. Reason for
this is to have variation for analysing the effeaftsecession.

In empirical part of the study there will be comgmsn which are operating in
international scale and particularly interviewstloéd CEQO’s and other decision makers
of marketing. There is no specific industry choseuat all the case companies have
international activities or they at least those aet of international company to fulfil
the international aspect of the research. Conredétigtor for all the case companies is
that those are manufacturing and marketing conspratucts or the end-users are
consumers. The number of interviews of case conegasilimited to 5. The region or
origin of the case companies is not limited. Intems should reveal the actions which
are made inside the company. By keeping the ppaainti companies and interviewed
persons anonymous there is better chance to geartheers. After comparing the
results there will be final analyse that if commanare affected by recession in a sense
that they adjust or change their marketing acésitiThe examination period covers four
years from 2007 to 2010 and the reason for thahas there can be found the time



13

before recession, decline and the recession. Aty 2011 is included to analysis,
because some companies might have already chahgedmMay of marketing or they
are planning to change it.

In empirical part of the study there will be alswerview of professional of marketing
which represents neutral party. This professiongrview will give more scale and
perspective for this topic. Professional of mankgtcan also give their own thoughts
and opinions how recession has affected to compaAieswers can also include tips
and opinions that how companies should change thaiketing activities and how to
use the scarce marketing assets in effective whg.slze of case companies varies to
have different point of views in empirical partthie study and this also increases the
credibility of the study. View point in this studyfrom the company’s point of view.

1.3. Limitations of the study

Every research has own limitations concerning tpectand so do this thesis also. In
the first place it could be said that the topicthlis thesis is challenging. Usually
phenomenon is studied afterwards when the resulimpacts are easy to recognize.
During the writing process of this thesis the regas is still partly going on in several
areas around the world. This means that all theaatgpare not yet recognizable and
neither are the results of the actions made dutiegecession. That is one and maybe
the biggest limitation of this study that this marhes not the most favourable to do this
study. In opposite, it could be also said that eébengh time period is challenging, it is
also the time period when companies and persorsepdie valuable information.

Other limitation of this study connects to thetfioge and it concerns the empirical part
of the study. It might be challenging to collect thmpirical data from the chosen case
companies when the times are difficult already. tTisaone major limitation and
challenge for this thesis that enough of intervieves be made. Other limitations
concern the general issues of the study. Sincéelteof marketing is such a huge and
wide, there have to be made some limitations whigas of marketing are involved to
this thesis. Marketing mix is the base for thiddgts theoretical part and the research is
made in order to study the possible changes in etiatk mix. Marketing mix itself is
also wide topic and the marketing literature isitéd for marketing mix.

Limitation is also that this thesis is concentrgtionly to marketing. Impacts of
recession can vary tremendously and other areasfilance, human resource and
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production related decisions are also affected dnession, but these areas are not
included for this thesis. Recession as phenomesadf gets some limitations for this
study. Recessions always vary from each other seme¢Parkin et al. 2003) and that is
the reason why it is difficult or even impossibte dreate knowledge which could be
used equally during some later recessions. Thisegting challenges also for reliability
and validity of this thesis. As a one limitatiomdae mentioned that there is clear lack
of theories which are straight connected to thgctolt will set some difficulties for
collecting and analysing relevant theory which al the base for theoretical model.

1.4. Literature review

Recession as phenomenon is too broad to study aridnit the results of finding
information; the key words used with recession wararketing mix, marketing
strategy, promotion, survival, opportunity and lidadinal. Literature for this thesis is
mainly collected from the library of the University Vaasa and also from the library of
Helsinki School of Economics. Literature is alsdlexded from electronic databases
like EBSCO, Emerald and ABI Inform Global.

In this thesis there will be less concentratiortlmmreasons for recession, because those
are concentrating more on economics than marke8tily. the short explanation about
business cycles is given and that comes from thdemmic bookEconomicswhich is
written by Parkin, Powell & Matthews (2003). Thesimess cycle can be described as
irregular and non-repeating up-and-down movemebusfness activity that takes place
around usually rising trend and that shows greatrdity. According to Bernard Ryan
(1991: 7-8) National Bureau of Economic Researclinds recession as period of at
least 6 consecutive months when Gross National lBtofGNP) goes down. Ryan
(1991) adds that other definition for recessiotha three following months when there
is decline in composite index. During such a periogtemployment goes up and
consumer confidence goes down.

Some generalizations can be made from the lastigerthe average numbers are from
recessions and expansions of last century. Ladugethere were 9 business cycle
turning points and if we take the average numbeho$e we can say that, recessions
lasted about two years, and during the recessealS3DP has fallen almost 10 per cent
from the top to bottom. Expansions have lasted @abouyears and the real GDP has
also risen about 10 per cent, on average (Parkal. 2003: 705). It is still good to

remember that these average numbers masks hugdio@si between the different
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cycles. After examining the business cycles on ¢asttury Parkin et al. (2003: 705)
says that there is no one model or simple explandtr the business cycle. In addition
they mention that at this moment there is no albkélavay how the next turning point
could be forecasted. These facts prove that remessidifficult and multidimensional
phenomenon to analyze and define.

Main literature about marketing comes from the riotes Phillip Kotler. Kotler has
written many academic books about marketing manageand in this study Principles
of Marketing is used as basic theory. PrincipleMafketing were chosen for this study
since it covers all the fundamental aspects of etarg. All parts of Marketing Mix
product, price, distribution and promotion will effthe base for theoretical part of the
study. These elements are also the base of theetiea model which is the outcome of
theoretical part of this study. Each of these piawtkides lots of features and according
to Kotler marketers’ task is to devise marketingvéttes to integrate these parts in a
way that it will increase the value for customeo(lér & Keller 2009: 62, Kotler &
Armstrong 2006).

This core idea in marketing should not be abandamedcession or in downturn when
companies tend to have less extra earnings. Thierscane examples from successful
marketers which are global companies like Procte6G&mble, Nike, Sony, Toyota,
Disney and Nokia. Kotler and Armstrong (2006) painit that these companies have
been successful in their marketing, because theg Fecused on customers and they
are organized to respond effectively to changingdseof their customers. Times like
recession companies should also be aware aboutctistomers and be able to respond
their changing needs by adapting the strategyhigthesis there will be empirical part
where companies with different size are under wéstigation during recession. Under
of closer scrutiny is the issue that are these e@mes able or willing to develop their
marketing in a way that they can survive bettemfirecession

Other supporting literature for marketing mix elenseand international marketing
comes from Albaum & Duerr (2008), Czinkota & Romken (2004) Rosenbloom
(2004) and Jobber (2004). These books were chagethit thesis because those can
provide knowledge and theory which connects theketarg and recession.

For the methodology part of this thesis there isc8 literature chosen to support
whole thesis. Since the nature of this thesis iali@ive, Laadulliset menetelmat
kauppatieteisséby Koskinen, Alasuutari & Peltonen (2005) was @mgo provide
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knowledge in research methodologies. Other supmpknowledge from methods of
data collection and data analysis is collected fritaylor & Blackmon (2005),
Metsdmuuronen (2005), Syrjala, Ahonen, Syrjalair®enSaari (1994), Marschan-
Piekkari and Welch (2004), Gronfors (1985), Silvarm(2006), Hirsjarvi, Remes,
Liikanen & Sajavaara (1986) and Yin (2003). Thestars were chosen because all of
them are well known in the field of research metiodies.

Previous studies are also the base of this studyn Rhe previous studies it can be
concluded some actions which companies have doearler recessions. These actions
might have been wrong or right what comes to swcadsthe company during the
recession and after it. It was already mentiongtiénimitations that this time is not the
most suitable to study the effects of marketingzaose all the effects are not yet
recognizable. If companies are making some chamgéseir strategy or increase the
marketing investments, the results of that actiaghirbe seen after few years. Previous
studies concerning the recession and marketingigegsvfor example Shama (1993),
Laitinen (1994), Dugal & Morbey (1995), Holappa 919, Pearce & Michael (1997),
DeDee & Vorhies (1998), Roberts (2003), Kdksal &g0iz(2007) and Urbonavicius &
Dikcius (2009). Some of these studies are frometluidy days, but these were chosen
because these are relevant concerning the topiisothesis. These previous studies are
presented more detailed in chapter 3.

One previous study which was conducted by GoodllMartin (1992) points out that
marketing during recession is worth of studying.céwling to Goodell and Martin
(1992: 5) the biggest issue in recession markeigigthat how can marketing
professional help the firm despite the ravagesefliusiness cycle and even come out
with an improved position in the end of recessi@me example is privately held
window maker, Marvin’'s Windows, which treated thecession as opportunity. It
computerized its lead-tracking system and substifyntraised its advertising budget
during the 1981-1982 recession. As a result salgeased from $37 million in 1981 to
almost $45 million in 1982 and over $68 million1883. According to this company’s
Vice-President of Sales and Marketing, recessidhasight time to make investments
in sales and marketing. This example proves tlearglanning is critical for companies
which are dealing with effects of a recession. (@Glo& Martin 1992: 10, Kim 1992).

This study by Goodell and Martin (1992) and abowntioned carefully chosen studies
connects marketing and the recession. Study froo) Raamilli & Ganesh (1998) were
left out since it was focusing on domestic recessidat is the reason why these have
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been chosen as basic knowledge about recession wdresiructing the theoretical
model of this study. In the theoretical model thend be suggestions that which
marketing activities have been proved to have pesdffects on companies.

1.5. Structure of the study

In the first chapter the whole thesis is introdudédst chapter includes the introduction
and it explains the background of the study. Wimenbiackground of the study has been
explained, then the research gap and the reasatifotopic is introduced. Research
problem is explained next and in the same sub-ehdpe objectives of the study are
introduced. Most important definitions for this dyu are also introduced in the

introduction chapter. Limitations of this thesigdathe literature review are covered in
the end of the introduction chapter.

Second chapter is totally theoretical and it pubigether most relevant parts of
Marketing Mix elements product, price, distributiand promotion. Each Marketing
Mix element is not introduced completely, but esplicthose elements are scrutinized
which might highlight during the recession. Thisapter support in understanding of
basic elements of marketing and it also created®dise for theoretical model in chapter
three.

In third chapter there is short introduction to keding in recession. After introduction
there are previous studies analysed which concemmslar topic. These studies
construct the theoretical model together with masicmarketing mix elements. In this
model the most important elements of marketinguigep together which emphasises in
recession. In the end, there is conclusion of thiems which companies might execute
during the recession. These actions are descrilsedira figure of Theoretical Model
which can give overall impression about the rece#sand marketing activities.

Fourth chapter explains the methodology of thissigieMost suitable methods for
unravelling the research problem are introducethis chapter. The chosen method is
explained and the data collection and analysis@fiata. In the end of the chapter there
is brief description about the validity and reliégi Fourth chapter also describes that
how reliability and validity are increased in tkisidy.

Fifth chapter reveals the results of empirical gtadd in the beginning of the chapter
there is short introduction about the case compaamd the industry where those
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companies are operating. Results are introducelifferent themes which are based on
themes of interviews. Finally the sixth chapter suanises the whole study. Objectives
and research problem are analysed again in thechagiter. In the last chapter the
analysis of the entire empirical study is explaiaed after that there is final conclusion
given about the empirical part. Finally, sixth cteapends to practical implications and
future research possibilities. Whole structurehaf $tudy is described in the figure 1 to
give clear impression about entire study.

1. INTRODUCTION

N7
2. MARKETING MIX ELEMENTS
FRODUCT FRICE
DISTRIBUTION FROMOTION

<

3. MARKETING ACTIVITIES
DURING RECESSION

MARKETING ACTIVITIES WHICH
ENMPHASISES DURING EECESSION

THEORETICAL MODEL

~7
4. RESEARCH METHODOLOGY
DATA AND METHODS

~Z
5. RESULTS OF THE EMPIRICAL STUDY
FINDINGS OF EMPIRCAL PART

7
6. SUMMARY AND CONCLUSION
FINAL CONCLUSION

THEORETICAL
PART

EMPIRICAL
PART

Figure 1. Structure of the study.
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2. MARKETING MIX ELEMENTS

In this chapter the main parts of marketing mixexplained and especially those which
could be changed in recession. The aim is not pta@x every mix element thoroughly,
rather giving short and compact definition aboeinth

2.1. Product

Kotler (2009:407) defines product as anything whieim be offered to customers that
satisfies customers need or want. Usually prodai¢hought as physical product, but
actually product which is marketed can include pdalsgoods, services, experiences,
events, persons, places, information etc. Prodactbe divided to five different levels.

These levels can be seen from the figure below.

Potential product
Augmented product
Expected product

s T

Basic product
[ Core benefit ]

e ~

Figure 2. Five Product Levels.( modified from Kotler 2003)

According to Kotler (2009) all these levels of puotladds value for customer but the
most important level is the core benefit. The doeeefit can be thought as service or
product which customer really wants to buy. The loayer is buying a car and the
purchaser of massage is buying massage. Marketetohr@member what core benefit
customer is really buying. In the second level toee benefit has to be turned a
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physical service or product. When buying a massiage spa customer can get

additional odours, restful music etc. but the coreduct is the massage. At the third
level expected product and the image about thetteigted to customer. For example in
the spa customer can expect clean towels, cleang@md calming atmosphere. When
spas usually can fulfil these expectations, custaraa choose the spa which is not the
most expensive one.

Kotler (2009:408) continues that next level is aegted product and this is the level
where the expectations of customer can be exceellsese days in industrialized
countries most of the products can easily fulfié taxpected level. When the basic
expectations are fulfilled then it means that conigsm can differ and compete on
augmented level. In other words the competitionds between products, but between
additional things like services, advertising et@thFlevel is potential product which

means all the possible forms of product which canatided to basic product. In the
future when technology goes on companies can aglittes or change their product in a
way that customers can’t even imagine.

2.1.1. Product strategy

Due to Kotler and Armstrong (2006: 46) companies@eating strategic plans to reach
different goals. Strategic plan also defines corggarmmissions and objectives.
Companies have to include many factors in stratptaos and one factor is product
strategy. Marketing strategy will guide the compdmyw to design marketing mix
strategy and along that comes product strategy. paomes try to find the best
marketing strategy and usually it involves markgtmalysis, planning, implementation
and control. Executing these actions will makeaisier to find every actor and force
which has influence to company’s marketing strat€yyce the marketing strategy has
been created, then begins the defining of mordlddtstrategies like product strategy.

Kotler (2005: 173) says that most of the companieBne themselves through the
products which they are selling. Companies whiah lawmilding automobiles say that
they are car manufacturers etc. Product centraity concentration only to own
products involve some threats. Product centrabity lead to forgetting the real need of
customers. Some companies have lost many oppoesimhen they have focused only
to own core product. According to Kotler (2005) rhare four different ways how
companies decide what to sell; sell already exgsproduct, produce something that
somebody wants, predict the product that somebaatytsvin the future and produce
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something that nobody is asking for, but it credtes of pleasure for purchaser. The
last option includes the highest risk, but alsogbssibility for big profits.

Kotler (2005) continues that it is important tolsmlore than just a product. Harley
Davidson is selling something which is much morantta product. They are selling
experiences, which can give the feeling of commitypednd that is much more than a
motorcycle. Too many companies have poorly contcutheir product portfolio which
is one part of product strategy. Some companies hakliieved their position with wide
selection of different priced products like Marrimt hotel business. Kotler (2005)
advises that companies should involve themselvesawy markets as possible which
they desire to control. Marriot have earned itsitpms with good product portfolio
which includes different priced hotels. Kotler (Z0Q75) still reminds that even though
company would have better product than its compretit does not mean the leading of
markets. Apple’s computer software is generallysidered better than Microsoft’s
similar product, but Microsoft is the market leadsometimes the product with better
marketing strategy beats the better quality pradlitis example proves the meaning of
marketing strategy and product strategy.

Creating profitable product strategy (Kotler & Armmg 2006; Albaum & Duerr 2008;

Jobber 2004) involves many factors like individymbduct decisions, product line
decisions and product mix decisions. All thesedechave to be planned thoroughly to
achieve the most suitable product strategy. Wheatierg product strategy, there are
several issues which companies have to consider pitoduct standardization vs.
product adaptation, exporting of products and $aeisponsibility of products. These
days global business environment creates lots aflaiges for companies to create
profitable and sustainable product strategy. Coneganave to be ready to adapt their
product strategy in fast changing business envigartm

2.1.2. Product mix decisions

Kotler and Armstrong (2006: 248) defines that orgation which has several different
products in different product categories hold asproduct mix. Product mix consists
from all the possible product lines and individpabducts which company is selling.
Product mix can be divided to four different dimiens; width, length, depth and
consistency. Width of product mix means that hownynalifferent product lines

company has. Length refers to length of every dfie product lines, that is, how many
different items company has in product line. Depthans that how many different
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versions of single product offers. Finally, consigty of product mix is defined that
how close different product lines are from end sigarint of view. Consistency can be
also measured that how close are product lines fpoduction requirements,

distribution or advertising. Company has to consitiese dimensions thoroughly and
then make the decisions that which would be thevgtproduct mix for them.

According to Kotler (2009:418) in product mix deors is also vital to consider product
line modernization, featuring and pruning. Modeatian is current issue when
competitors are modernizing their product lineswdren the production line is cost-
efficient anymore, that is, new technology enabiesre effective way to produce
products. Featuring of products is effective waybimost selling in time of slow
demand. Product line managers can sometimes felmwrericed products to attract
customers or feature high quality item to add thkiation of product line. Pruning of
products and product lines should be consideredhwshkes and cost analysis shows that
some of the products do not fulfil all the requiestts of company. Pruning can be also
used when company is suffering from the short @idpction capacity. These above
mentioned solutions can help companies to achietemhcompetitiveness and cost-
efficiency.

Albaum & Duerr (2008: 428-434) states that for final product mix decisions usually
affect two different determinants; internal andeewal. In short, internal determinants
are factors which emerge from the company. Usualgse are related to company’s
objectives, resources and potential profitabildpmpany’s objectives steer the decision
of product mix, whether it is growth, gaining markbare, avoiding risks or increasing
the production capacity. Resources usually onlykasaor restrict the possible product
mix decisions. The decisions are also affected ditgriial profits of certain products.
The product mix decisions have to be made togetitarother marketing mix decisions
to ensure the competitiveness of these producteriiad determinants are factors such
as customer influences, country of origin and caitipa. All of these factors company
has to also include when making the final produist decision.

2.1.3. Product adaptation
In the recession companies have to consider proa&ptation thoroughly in many

forms, because customers and consumers are mae gnd quality oriented. The
competition might also be fiercer and that increabe pressure towards companies to
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adapt for the situation. Adaptation concerns entimmpany but one target for
adaptation in recession is product.

According to Czinkota, Ronkainen and Moffet (20@B¢ goods and services are the
core of the company’s international business. Torapany’s success in international
operations is much dependent about the goods amideseand how well these fulfil the
needs of customers. It is also vital that those wedl differentiated from the
competitors. Czinkota et al. (2005: 479) argues thdaables for product adaptation can
be divided to three different categories: the markargeted; the product and its
characteristics; and company characteristics.

Czinkota et al. (2005) says that it is clear tharkat environment and target country
have dominant role in product adaptation and mecalifbns. Government regulations
usually have the biggest effect for modificatioBeme of the regulations are made only
to protect local industry and this might make thedoct adaptation troublesome.
Foreign individual companies can manage with tmegalations by lobbying directly or
lobbying via industry associations to have thisigs®n table. Another big effect on
product adaptation is local behaviour, attitude @rmadlitions. These issues concern
especially the marketers of consumer products.

However, the knowledge of local culture and manmelishelp the company in product
adaptation decisions. They (Czinkota et al. 200%) argue that sometimes only change
in product’s position is enough and there is nodnfee actual changes. Example from
this is Coca-Cola how they changed their positibibet-Coke in Japan. By looking
the size of Japanese people by western standaeds th no urgent need for diet
products. Coca-Cola changed the promotional theren fweight loss to figure
maintenance. Nontariff barriers like product staddaand testing procedures are also
typical issues which companies have to consideraduct adaptation. Also monitoring
the competitors’ product features and consideratadnthe stage of economic
development in target market are critical prodwdation decisions (Czinkota et al.
2005: 479-481).

Product characteristics can make the product itsay to standardize and some
inherent product characteristics make it easier atapt. In physical product
characteristics are things as packaging, labellotgnd names, brand aesthetics and
repairing services in technical issues (Czinkotal.€2005: 481-483).
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Czinkota et al. (2005: 479-484) says that compamsiclerations like company policy

have big effect on product adaptation. When compsuepnsidering product adaptation

the biggest question is that is it worth it. Todfiout that adaptation is useful or not
company has to consider the controlling of costs rmarket potential. Market potential

can be discovered through exhaustive market amsalged market research. This
analysis also increases the total costs of proddefptation. Some companies use
financial indicators to measure if product adaptatis possible or not and some
companies want that there is consistency betwean pnoducts which determines the
possible adaptation. By product adaptation markesm enhance the company’s
competitiveness and that it is vital in uncertaborgomic circumstances like recession.
Many companies consider every situation indepetyemiit they should also be ready
to bend from company policies, which mostly deterpossible product adaptation.

2.1.4. New product development

There are many different ways how companies cannaad products to their product
mix (Kotler & Armstrong 2006, Albaum & Duerr 2008pne way is to export domestic
products and this is easy strategy to implementiaalso represents low-cost strategy
in new product developing. Another relatively eastyategy is to acquire another
company and with the company some new products Sinategy is certainly not so
economical than exporting domestic products, butit offer some huge advantages.
The acquired company might operate in the markea avhere firm has planned to
entry. By acquiring local company and its produitigeign company don’t have to
make product testing which saves time and finarasakts. Company can also start to
develop totally new product from scratch with its/ro research-and-development
department. This option is the most time consunwhgeh also requires lots of financial
investments and it includes the highest risk tb fai

According to Kotler and Armstrong (2006: 275) newoquct development always
includes risks and there are several examples fsgncompanies which lost huge
amount of money in failure of new product developt&otler and Armstrong (2006)
continue that according to some estimates 90 pememew product launches fail
within 2 years after the launch. Authors find seveeasons for failure of new product
development. There is always a chance to overetsirtiee market size, product is
maybe not so well designed, product have beeniposd wrong, the price have been
too high or it has been advertised poorly. Oneiatymart of new product development
is marketing research and if company does not ftapteon for that, it might cause the
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failure of whole project. Sometimes competitors edso answer for the competition
harder than expected and that tend to cause preblermew product developing
process. These reasons for failure prove that medgust development can be rough
route to be passed successful. Company has to stadérits customers, competitors
and markets to be successful in new product dexsop. These factors highlight in
economic uncertainty like recession where compartiase to consider every
investment thoroughly (Kotler&Armstrong 2006: 27362.

Kotler and Armstrong (2006) and Albaum and DueflO@ argue that companies have
to set up proper system for new product planning davelopment which enables
successful new product development and launch.dfiferent phases of this process
are shown in the figure 3.
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Figure 3. New product development.( modified from Kotler &mstrong 2006; Albaum & Duerr 2008)
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Whole new product development process (Kotler & stnong 2006; Albaum & Duerr
2008) can be roughly divided to three differenttises. First three phases concentrate
on idea developing. Second section is purely bgsimmint of view for development
process. Final three phases are actual developmiesih the physical development
process begins.

Next, every phase is explained more detailed. fpinsise (Kotler & Armstrong 2006;
Albaum & Duerr 2008) on product development is igeaeration and this means that
company has to systematically generate many asbp®ssew product ideas. It is
expected that only few ideas will be successfulitss important that company can
create lots of potential ideas for new product fiaternal and external sources. Second
phase is idea screening and the purpose of thiseplgato reduce the number of
potential ideas. The whole process is pricey amdpamies do not want to develop any
additional ideas. It means that companies wanteteldp only truly potential product
ideas which have the biggest chance to turn ptbétgdKotler & Armstrong 2006;
Albaum & Duerr 2008).

Third phase (Kotler & Armstrong 2006; Albaum & Du@008) is concept development
and testing of it. In this stage of product develept companies need to make
difference between product idea, product conceptpaoduct image. Product idea is the
actual product which company is producing for megkBroduct concept and image are
more detailed version of the product and theseviad from the customers’ point of
view. Testing is also in vital position of develogiprocess and it should be done in
final target customers, whether those are consunrecempanies (Kotler &Armstrong
2006; Albaum & Duerr 2008).

Next phases (Kotler & Armstrong 2006: 283) in proddevelopment are marketing
strategy development and business analysis. Dewglaparketing strategy includes
acquiring detailed information from target markptpduct positioning, profit goals,
marketing budget, planned long-run sales and detisif marketing mix strategy.
Business analysis is more of analysing financiahbers like sales, costs and profits.
Company estimates possible sales, costs and paofitshen compare those numbers to
company’s objectives, if these figures fulfil oljees, product can move on next phase
which is the actual development stage.

Final stages (Kotler &Armstrong 2006; Albaum & Due2008) in new product
development are product development, test markeiimmgcommercialization. In earlier
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stages product has been tested from business pbiMiew and actual product
developing starts in this stage in R&D departmésiially in the beginning product or
idea is only a picture, description or mock-up #éimd requires huge effort from R&D
department to turn it actual product. This stageo alequires time and financial
investments. Test marketing is in vital role beféiral launching. In test marketing
company tests different marketing programs, pasitig, advertising, pricing etc. This
stage usually takes time depending about prodwariackeristics and the costs might be
high, but Kotler and Armstrong (2006: 285-286) neds that usually these costs are
low to compared costs of launching without testiatl, long lasting and proper market
testing do not guarantee the success of new prodfier market testing is the final
commercialization. In commercialization company dvds make decisions that where
and when introduce the new product. Competitorshinggfect on timing and scale of
introduction and company has to consider these emsatthoroughly to confirm
smoothest introduction for new product.

Finally authors (Kotler &Armstrong 2006; Albaum &uerr 2008) state that usually this
sequential product development process is timeresaurce consuming. These days in
hectic, global and highly competitive markets compa should consider more effective
team based product development. In order to be mibeetive, different departments
like marketing, finance, R&D and legal departmestould work closely in cross
functional teams. With this companies can save ,tibee more effective and add
competitiveness.

2.2. Price

Kotler and Armstrong (2006: 307) defines price #igpthat is the amount of money

which is charged from the product or service whishsold to end-user. Broader

definition is that price means all the values tbadl-user exchange for the benefits of
having the product, whether it is a service or paidFrom the early days of exchange
economy, price has been the most effecting factobéfiying decision. Recently, other

affecting factors have outstripped the price inibgydecision.

Albaum and Duerr (2008), Czinkota et al. (2005) #&tatler and Armstrong (2006)
emphasises the meaning of price among other magketix elements. They mention
that pricing is only element which is generatingereues and other elements are costs.
Other marketing mix elements do not have so poweafd immediate effect on
company’s sales and profitability. Albaum and DY@608) even wonder that how little
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attention and research interests the pricing hése reompared to its significance.
Changes in other marketing mix elements will natseaso dramatic or quick responses
in customer or competitors than in pricing. Authonention that there are several
determinants which have effect on pricing decisidiese determinants can be divided
to external and internal. More detailed determisantlude following; costs, market
conditions and customer behaviour, competitionallemd political issues and general
company policies like financial matters, productiadvertising etc.

According to Kotler and Armstrong (2006) pricingshahanged with fast changing
business environment and the decisions are notinsples for companies anymore.

Recently there have been some events like econdavimturn which have made the
pricing even more difficult for companies. Many quemies are feeling that they should
only cut the prices, which is damaging their padfitity and business. Cutting the
prices is not necessarily the best solution in dawnm Besides that it can lead to lost of
sales, it can also harm the customer relationshigsway that lower price might be a
signal of worse quality. One solution for this ieds to prove the value of product for
customers and then they are ready to pay for viaktead of paying some price. Still,

fair pricing is quite big challenge for companieksen they need to find the right price
which customers are ready to pay and it gives emqugfits for the company.

2.2.1. Pricing decisions

As mentioned earlier (Kotler & Armstrong 2006) jmig is difficult issue for executive
managers and for entire companies. It causes pnshleecause too often the decision
of reducing prices is done too quickly or too hadBften this issue stem from
companies cost-oriented pricing. Companies showolasider more customer-valued
pricing and also take the other marketing mix elet:iento account when doing the
pricing decisions.

The effecting factors of company’s pricing decisiofKotler & Armstrong 2006;
Albaum & Duerr 2008) can be divided for two categsyinternal and external. Internal
factors are things such as marketing objectiveskatiag mix strategy, costs and
organizational considerations. External factorsluide nature of the market and
demand, competition, other environmental factorshsas economy, resellers and
government. Factors are portrayed in the figurewel
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Figure 4. Pricing decisions (Kotler & Armstrong 2006: 309)

It is obvious that marketing objectives (Kotler &mstrong 2006) will steer the pricing
decisions. Clear objectives will determine whetther price is high, low or something
between of those. Objectives can also be more gktiemn setting a clear target market
for a luxury product. Current profit maximizatiomarc be one main pricing goal for
companies and in that way companies try to maxirpiodéits by setting the price high
as possible compared to demand and costs. Market $adership is another goal for
companies and to obtain the market share leadecsiniypanies set the price as low as
possible. Some companies want to offer superiofityuand then they try to achieve
product quality leadership. That is, to set thegmigher than competitors and also as
signal for consumers that quality is more expendina standard products. (Kotler &
Armstrong 2006:309-310).

Kotler and Armstrong (2006) emphasise that otherketang mix elements are always
in vital role when the price is set for certain gwot. All the pricing decisions should be
done consistently with other marketing mix elemelmtsvery case is vital to remember
that consumers rarely make the buying decision based on price, rather than looking
for best value compared to benefits received. lalgo quite clear that cost is one
determinant when setting the price. Costs are @ipecvital determinants for
companies which represent low-price companies. Aliog to Kotler and Armstrong
(2006:309-314) these companies focus to produceupts or services with low costs
that they can compete with low price. Organizatiammsiderations have also an effect
on pricing decisions. There have to be decisiodenthe company that who makes the
final pricing decisions and who will set the expdtes. These decisions vary between
companies and usually the size of the company @addsiry has the biggest effect on
these decisions (Kotler & Armstrong 2006).
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Kotler and Armstrong (2006:315-319) state, thatemdl factors which have biggest
effect on pricing decisions are the market itsali demand, competition and economic
conditions. When costs set the bottom line forgsjanarket and demand will set the
roof for prices. Marketer need to understand thegtiomship between price and demand
for its product to be able to set the most suitgslee. The pricing vary in different
markets, but in the end consumers’ perception abwtprice is crucial. Consumers
make the final buying decision which is based ortema and non-material factors
which makes the pricing a challenging task. Thése axist markets where marketers’
efforts like advertising have only little or no e€t at all, hence these markets the final
pricing decision is not made inside the company.

Kotler and Armstrong (2006) continues that compaditsituation and competitors’
reactions naturally effect on pricing decisiongistitompanies have to be ready to react
for competitors’ changes in pricing. Other exterfedtors effecting for pricing are
economic conditions, resellers, governments ansoancerns. All of these effects on
pricing and especially economic conditions likeession, when companies have to
thoroughly consider pricing decisions again.

2.2.2. Pricing approaches

As mentioned before there are two different fac{@dbaum & Duerr 2008; Kotler &
Armstrong 2006) which will set the bottom line andiling for prices. Costs will
determine the bottom line for price which produegmugh profits that business is
profitable. Consumers and customers perceptiorms fralue received will define the
ceiling for prices. There is no demand above thiseplevel. To set the price between
these two factors, companies use different prieipgroaches. The most common used
approaches are Cost-based pricing, Value-basedgaad Competition based pricing.

According to Albaum and Duerr (2008), Kotler andnmstrong (2006) cost-based
pricing is the simplest way to set a price for aduct or services. Authors still remind
that only basic cost-based pricing itself is tan@e to implement. This kind of pricing
does not observe the changes which happen in lsgserevironment or in competitors
pricing. Cost-plus pricing and break-even pricimpresents the most common cost-
based pricing approaches. In cost-plus pricing @amwsimply will add standard mark-
up to the cost. Kotler and Armstrong (2006: 320)3@figue that the problem in this
method is that in most of the cases companies fiaed costs and if the number of
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units to be sold is lower than expected, standaack+ap is not enough to make profit.
Still, this pricing method is popular, because @ame industries all the companies use
this same pricing which makes the competition minor

Kotler and Armstrong (2006) argue that break-evecirng is another commonly used

cost-based pricing method which is used for exarbpl&eneral Motors. In this method

the break-even point, where certain amount of soits will cover all the expenses, is
calculated in a break-even chart. This methodss glite simple, but it considers better
the relationship between fixed and variable codtgh this method is also simple to

count that how many units have to be sold if congdarachieving certain target profit.

Even though, break-even chart can easily showwhath costs should be cut to lower
the break even volume, it is also too simple tased as only pricing method.

For some time, companies have moved towards mdue-msed pricing (Kotler &
Armstrong 2006: 323) than using only costs as & baspricing decisions. Value-based
pricing means that price is on the table duringwitmle development process and all
other marketing mix elements are also considereenhwdeciding the price. It does not
calculate the price afterwards when all the costgehbeen summarised, like in cost-
based pricing. The basic difference between thesepricing approaches is that in
value-based approach the starting point is cust@nérits needs and in the end is the
product itself. Cost-based approach is reversechwviie product itself and its costs are
the starting point and it ends to customers. Valaged pricing emphasises in industries
where the additional non-material values can beeddw product or service itself.
(Kotler & Armstrong 2006).

Typical value-based pricing approaches (Kotler &&trong 2006) are value pricing

and value-added marketing. In short, value pricireans offering some certain quality
or service level in certain price. In practice tihieans that well known companies
establish less expensive brands from their topds;awhen consumers get good quality
in reasonable price. Value-added marketing is mpopular these days, when

companies can not only compete with price. Compacaa differentiate their products

and services with additional services which carlyadd value when the price remains
same. Value added marketing emphasises espeaiaihdustries where the pricing is

already intense and there is no room for higheresri

According to Kotler and Armstrong (2006) third apach for pricing is competition-
based pricing. Competition-based pricing is follogvthe competitors’ prices and price
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changes. In this approach company’s own demandcasi$ are secondary issues and
the main attention is in competitor. Company miggttown price lower, certain amount
higher or exactly the same price as competitor,rblgvant is that all the changes is
made according to competitor. Competition-basedimyi is typical to oligopolistic
markets where only few sellers exist and compag@ssly follow each others prices to
avoid price wars.

2.2.3. Pricing strategies

As discussed earlier in pricing decisions, priasmgever too easy decision to make and
Russian proverb describes the difficulty of pricidgcision: “There are two fools in
every market — one who asks too much and one wke &® little” (Kotler &
Armstrong 2006: 322; Jobber 2004: 375). Compansesdifferent pricing strategies to
achieve most suitable price for its product or ®&y which considers costs, demand
and competitive environment. According to KotlerdaArmstrong (2006) dynamic
pricing strategies can be divided for three mamtegyy groups; new-product pricing,
product-mix pricing and price adjustment. Thesestu@vn in the table 1.

New-Product Product Mix Price-Adjustment
Pricing Strategies Pricing Strategies Strategies
Market-Skimming ProductLine Discount and Allowance
Market-Penetration Optional-Product Segmented
Captive-Product Psychological
By-Product Promotional
Product Bundle Geographical
International

Table 1. Pricing strategies. (Adopted from Kotler & Armstgp2006)

New product strategies (Kotler & Armstrong 2006aiy consists from two different
strategies; market-skimming and market-penetrastmategies. In short, skimming
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means that company sets a high price for new ptahetit skims the maximum profits
from different customer segments. Skimming stratesguires that customers in every
segment are willing to pay higher price from thghar quality. To be feasible strategy,
skimming also requires that competitors can noilyea&nter to same markets and
undercut the company’s price. Jobber adds (2004 tihere have to be excess in
demand and among customers there have to be reghyse to buy, for example in case
of an emergency, that higher price is justifiedblly (2004) reminds that seldom all the
required conditions to implement skimming strategly apply and it simply means that
companies have to use their own judgement whesKineming strategy is feasible.

Penetration-strategy is opposite for skimming (Kio& Armstrong 2006; Jobber 2004),
when companies are setting the price low as pa&sgiblattract new buyers and to
achieve large market share. By low price compainjet attract new buyers as quickly
as possible and also trying to achieve a positiotheé markets. Discount retailer like
Wal-Matrt is typical company which is using penatmaistrategy. This strategy has also
its own requirements from the markets that it esfele to use. In penetration strategy
the sales volumes are high which allows compamiesit the prices even more in the
future. The main conditions which should exist,tth@wv price strategy is feasible
(Kotler & Armstrong 2006; Jobber 2004); market hawde price sensitive, production
and distribution costs have to decrease when tlwianof sales increases and the price
has to be so low that it does not attract compstito enter the markets. According to
Jobber (2004) likewise in skimming strategy, aljuied conditions rarely appear at
same time, when companies have to make the lastiolet¢o use low price strategy or
not.

Kotler and Armstrong (2006: 333) argues that whesdpct is a part of product mix,
then company has to be ready to change pricingrdicgpthe changes in other product
mix products. Usually companies are seeking for imepation of profits from total
product mix and that is difficult when all the pradds have individual costs, demand
and competition. Kotler and Armstrong (2006: 33®8B3ntroduce five different
product-mix pricing strategies which are describldrtly below:

» Product line:xCompanies are developing product lines rather sivagie products
and they have to decide what kind of price diffeemthey use between product
lines. With product line pricing companies can off#ifferent products in
different price levels.
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Optional productCompanies offer some additional or optional acmgswith
their main product. Companies have to decide whetihv@nclude additional
accessory prices to total price or to price evangls accessory separately.
Some car manufacturers use optional product priaingn they price additional
products, which are actually quite important fostcumers like air-condition.
Captive productCompanies are selling products which need to lmepéeted
with additional products for example razor blades grinter cartridges. The
main product itself is offered in fairly price, btite real profits come from the
supplying products.

By-product: With their main product, some companies producmesdy-
products. Companies can add the cost from by-ptodutotal price or it can
seek markets for its by-product where it can bel solany price rather than
paying some extra to get rid of it. Typical com@anusing this pricing are
producing processed meats or chemicals.

Product bundle:In product bundle pricing companies put togetheme
products or services and they offer the bundle heaper price than single
products. Important is that bundle is cheap endagittract customers to buy it
instead of single product. Typical companies whisk product bundle pricing
are fast-food restaurants and sport teams whiar eason tickets cheaper than
single tickets.

Changes in business environment, competitive $iiiateconomic conditions and
customers’ requirements (Kotler & Armstrong 2006bler 2004; Albaum & Duerr

2008) are some reasons when companies are forcadjust their basic prices. When
companies are reacting for changes, they can ingemprice adjustment strategies.
Kotler and Armstrong (2006: 336-345) list six difat price adjustment strategies
which are explained briefly:

Discount and allowanc&his strategy appears in many forms, but the rtkaa

is to speed up the sales and especially in lowosed3iscount can be offered
from promptly paid invoices or buying large volumas once. Different
allowances are offered when retailer returns @chiback or when retailer takes
part to advertising and sales promotion.

SegmentedCompanies offer different prices from same prodoctdifferent
segments. The markets have to be segment ableegnteated prices have to be
clear for customers that strategy is worth of usifigpical company for using
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this strategy is operating in aviation business,emehprices can change
dramatically in same flight.

» PsychologicalSellers are using the psychology of prices by ntiffgrent acts.
Use of sale signs, prices ending in number nirspldy of products is typical for
psychological pricing. In this strategy sellers mbmore on human mind, than
economics. Supermarkets and department storesustethis strategy.

» Promotional:Promotion is used together with pricing to attragstomers and
most of the times companies temporarily lower sqmees under of list price.
Aim is to allure customers inside of store with sospecific low price and
hoping that they will buy normal priced productsaine time. This strategy can
be effective if it is used some times, but it canadlso harmful if it used too
often.

» Geographical:Seller has to make the decision that if it is ipgcits products
according to customers’ location or not. Additionadsts come from the
shipping costs and seller has several options ite ghe shipping. It can use
same pricing for every customer despite the lonatio it can price shipping
costs by the geographical location. Important iisien customers and observe
competitors pricing.

* International: Companies which are selling their products to rima&onal
markets face pricing issues which are based on ndififgrent factors like
economic conditions, competitive situation, lawsd aegulations, consumer
perceptions, local market conditions and local gorievel. Costs are still the
main determinant whether the markets are locahtrmational. In most of the
cases companies are forced to sell the productshigher prices due to product
modifications, import tariffs and taxes, insuraacel physical distribution.

Companies are creating the base for their prickgtlér & Armstrong 2006; Jobber
2004; Albaum & Duerr 2008) by pricing approachedd arsing different pricing
strategies, but most of the time pricing is alssesbing of customers, markets and
competitors. Today sudden changes in these faatersnore than expected and then
companies have to change their prices. Sometimeshhnges require price increase
and some of the cases require price cuts. Accorttingotler and Armstrong (2006)
company can already in advance develop some resgondompetitors’ price changes,
because for these changes the response shoulgpide Taese possible responds are
shown in the figure 5.
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Figure5. Assessing and responding to competitor’s pricemgba (Kotler & Armstrong 2006: 347)

First stage is to count that how the price lowermigcompetitor will affect on
company’s market share and profits. If companykithat it can harm the sales and
profits, it should consider some of the responBesponses can be reducing the own
price, raising the perceived quality of its produatproving the quality and price at
same time or launching the low-price brand whichighting against competitors price
cut. Kotler and Armstrong (2006: 347) reminds tiadten companies are observing
competitors’ changes in pricing, it has to alsosider its own product. Decision from
price changes can not be made only by competituages, rather than extending the
analysis to own product’s life cycle, importancepioduct mix and possible reactions
of consumers.

Pricing is difficult and multidimensional task forarketers (Kotler & Armstrong 2006;

Jobber 2004; Albaum & Duerr 2008) and there exastesal factors which have to be
included to final decision determinants. Thesediacican be divided roughly to two
categories; external and internal. One importatéreal factor is economic conditions
like recession. Recession affects to other exterfaators like consumers and
competitors and these will affect to company its€lbmpanies should consider their
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pricing strategies (Kotler 2005) again during teeassion and after it, because it creates
challenges, but it can also offer opportunitiemtike difference against competitors.

2.3. Distribution

Many terms in business environment can be confusind there are different

definitions for them. According to Rosenbloom (2pQ#stribution and marketing

channel are also those terms and those have diffdedinitions which are dependent
from the perspectives. Manufacturers and consuimave their own perspectives, but
marketing channel is defined from the managerialpoint (Rosenbloom 2004: 8) as
the external contactual organization that managewmerates to achieve its distribution
objectives. Rosenbloom (2004) specifies that pasibich represent buying, selling or
transferring roles are considered to be membettseomarketing channel.

Czinkota et al. (2005) gives definition for intetioaal distribution and that is the
design and management of a one system which certhelforward and reverse flow of
materials, services and information into, throughg of one corporation. Kotler and
Armstrong (2006: 362) defines marketing channel aasset of interdependent
organizations which have involved the process dfintpa product or service available
for use or consumption by the consumer or business. According to Kotler (2005:
42) marketing channels are dynamic, because coepduave to be ready to add new
channels and drop off the weakest channels altithe. Kotler adds (2005) that when
using marketing channels in a right way those caate competitive advantage, but
poor planning and using channels will cause coripetiiability. Already the wide
gamut of definitions of distribution reveals thiisia wide and complex concept.

Rosenbloom (2004: 4-8, 25) argues that emphasimanketing channels have been
minor lately. Other elements of marketing mix- prog price and promotion have been
in the centre of academic discussion and resedygh,recently the emphasis on
marketing channel strategy has grown. There arerf@in reasons why the meaning of
marketing channels has risen:

» The explosion of IT and E-commerce

» The greater difficulty in gaining a sustainable gatitive advantage
» The growing power of distributors, especially giesthilers

* The need to reduce distribution and marketing cebowsts
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Rosenbloom (2004) says that all these reasonshigéiave made the meaning of
marketing channels more important for companiesrasdarchers. Marketing channels
and distribution no longer represents minor roldamger scale of strategic marketing
management. Companies have realised recently tiearale of efficient marketing
channels can not be emphasised too much, wheimgttive success in the competitive
markets. To be successful, companies have to devahol operate the marketing
channel in a way that it supports and enhances straegic elements such as product,
price and promotion.

Rosenbloom (2004) argues that marketing chanregkegly is one of the main strategies
of marketing management and precisely it goes uafléte distribution section in the
total marketing mix. Distribution and distributicstrategy consists from two main
components; channel strategy component and logistanagement component. This is
illustrated in the figure x. According to Rosentio@2004) these two components are
close to each other, but the main difference i¢ theannel strategy is much wider
component than logistics management. Channel gyravasically consists from the
entire process of setting up and operating theibligion. Logistics management is
narrower concept and it simply means the provigingduct availability in the wanted
place at right time. It is clear that companiesehtv/first formulate the channel strategy
before they can plan the logistics management.

Marketing
mix

Product Pricing
strategy strategy

Promeotion
strategy

Distribution
strategy

Channel Logistics
strategy management

component component

Figure 6. Distribution variable divided into channel and ikiigs components (Adopted from
Rosenbloom 2004)
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Rosenbloom (2004) state, that usually marketinghwcbls have a series of different
flows. These flows tie channel members togethethen distribution of material and
services. According to Rosenbloom (2004: 14) thetrimaportant flows are:

* Product flow

* Negotiation flow
* Ownership flow
* Information flow
* Promotion flow

Rosenbloom (2004: 14-15) says that product flowmaedl the physical movements of
the product from the manufacturer through all tlagtips which take part to physical
distribution of product, to its final users. Negudibn flow is usually considered as the
interplay of buying and selling functions. Ownesifliow shows when the title of the
product moves from manufacturer to final end usémformation flow means the
movements of any kind of information concernedghaduct. It is important that all the
parties are involved including the end users aradsiv vital that information flow goes
in both directions. Promotion flow refers to di#@t communication methods like
advertising, personal selling, sales promotion paobdlicity which try to improve the
sales of product. Usually in this flow advertisiagency is involved to flow by offering
the advertising element. Channel managers taskafféctively manage and coordinate
all these flows that the company can offer its pictd in required place at right time.

According to Rosenbloom (2004) one of the channehager's main tasks in the
company is to decide whether to use intermediates as wholesalers and retailers in
the distribution organization or not. Economic ddesations are in vital role when
making the decision and two basic factors lies hhe decision; specialization and
division of labor and contactual efficiency (Roskaion 2004: 16). The idea of
specialization and division of labor is based orlyeinding of Adam Smith. Smith
found that specialization of factory workers to @gpecial operation will increase the
output of the factory. This finding is in vital elalso in the decision of distribution.
Distribution can be done by self or it can be ddddo those parties which are experts in
their own field. Contactual efficiency means theeleof negotiation between buyers
and sellers. Input in negotiation relationshiphe hegotiation effort and output is the
distribution objective. Companies have to decids thill they make the contacting to
retailers by them selves or are they using whadesals an intermediary. Rosenbloom



40

(2004) argues that these two factors offer basaméwork for the decision how to
incorporate intermediaries to distribution orgatima He still reminds that many other
factors have to be included for the consideration.

Rosenbloom (2004) state that channel structurenes \otal concept in distribution.

Concept of channel structure refers usually totlerg channel i.e. number of levels of
intermediaries in the channel. Wider definitionaigroup of channel members which
have different tasks in the distribution. According Rosenbloom (2004) many
companies use a combination of different structed these days it is difficult to

achieve distribution objectives by using only otreicture. This multi-channel structure
is more common these days due to increased amb&rt@mmerce.

Rosenbloom (2004) reminds that there is also gafuparticipants which do not take
part for negotiation of buying, selling or transfeg, but still are involved for entire

process. These non-member participants and fdrititaagencies belong to ancillary
structure. In short, this group assists channel begmin distribution tasks. Rosenbloom
(2004) says that channel manager’s one main tagk lsiild the optimal channel and
ancillary structure which support the distributiobjectives. This task is challenging
because manager has to deal with non-member partisi of distribution channel.

Other challenges companies and channel manageeswhen choosing the proper
channel members, evaluating performance of memhbads choosing the role of

members in decision making. According to Rosenbld@004: 24-26) setting up and
successful operating of distribution is challengiask.

2.3.1. Distribution strategy

As mentioned before, (Rosenbloom 2004) distribustrategy is divided for two main
components; channel strategy component and logistianagement component.
Definition for channel strategy can be modified nirccommon marketing strategy
definition which has been created by Philip Kotléhannel strategy can be viewed as
the wide principles by which the firm expects thiawe its distribution objectives in its
target markets. Even though the channel strategesents only narrow part of firm’s
total marketing strategy among other strategicaldess, it might have huge significance
(Rosenbloom 2004: 152).

According to Rosenbloom (2004) when companies $tafiuild up and design their
marketing channels and channel objectives, theg baconsider many questions. The
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role of distribution in total strategy and objeety role of distribution in marketing mix,

selection of channel members, managing of marketihgnnel and evaluation of
marketing channel. Crucial decision is also the mmap of distribution strategy and

objectives, in company’s long-term strategy anceotiyes. All these questions above
should be answered properly that company can hupldand manage profitable and
sustainable channel strategy.

Rosenbloom (2004: 160-179) argue that there aree smmditions which determine the
meaning of distribution in total marketing mix. dbme of these following conditions
exist, then the distribution should be emphasisbstribution is the most important

variable from all the marketing mix elements fotifging the demand of customers
and target market, competitors have a high levsiraflarity in the other marketing mix

elements, there is a high degree of competitivanenalbility because of competitor's
neglect of distribution and distribution can addmfis competitiveness by creating
synergy benefits from other marketing channels.s€éhenditions should be examined
thoroughly by the firm’s highest management lewelt tfirm can define the importance
of distribution in the total marketing mix.

Most important components according to Rosenblo@®42 in the marketing channel

strategy are designing the marketing channels¢tsaheof channel members, managing
the marketing channel and evaluation of channel beenperformance. When firm’s

management level is designing the marketing chanriee channel strategy should
have the biggest importance. In other words, siyaghould guide the designing and
planning process in a way that firm could gain cetitiye and differential advantage
from it.

Rosenbloom (2004) continues that selection of celamembers should reflect from the
overall strategies and objectives of the firm. Thoeannel member candidates who are
capable to implement and follow the strategiescigffitly, are in strong position.
Managing the marketing channel is always difficakk and there is no one way to do
it. Management level should decide that how cl@dationship should be created with
channel members, how to motivate the members amaiketing mix could be used to
enhance the cooperation with members. Answeringetigsues might help to manage
the entire marketing channel. Finally, the evalatf channel members performance
should be done efficiently and continuously to asgbe efficient activity of marketing
channel. Designing the distribution and channeltstry are described also in the figure
7.
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Figure 7. Design of channel strategy (Adopted from Rosenil@904).

Rosenbloom (2004) argues that logistics managemnponent presents the smaller
part of entire distribution strategy. Short defnit for logistics is which is planning,
implementing and controlling the physical flows mfaterials and final goods from
original point of manufacturing to final customér.other words the role of logistics is
to get the right amount of products to right placeequired time limit. Rosenbloom
(2004) continues that logistics is also known agsmtal distribution and lately the term
supply chain management has come more common. &ire principle of all of these
terms is that building of strong cooperation amchgnnel members through effective
management is the key for success. Despite thdesmale of logistics component its
meaning should not be underestimated.

According to Rosenbloom (2004: 388-389) most of thgistic systems involve
components such as transportation, material hapdiomder processing, inventory
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control, warehousing and packaging of goods. EVlegistic system somehow differs
from others, but these are the most common basinesits. For long time logistics was
considered mainly as transportation, but Secondldfar changed the system and
development of logistics. Effective logistics wasafly in important role for winning

side of the war and that was one reason for dewsdop of logistics systems in general.

Transportation (Rosenbloom 2004: 389) is one thatnundamental and obviously
necessary component of any logistics system. Giearlall cases the products must be
delivered or physically moved from the point of gini to its final location that
transaction will be completed. The component afigpertation is also usually the most
expensive part of logistics. Rosenbloom (2004: 3fEscribes materials handling as all
the actions and equipments which are required toemand place the materials in
storage areas. Materials handling include manyessuhich should solved as the
distance of products, storage, shipping, receiand the mechanical equipment which
should be used.

It is clear that with efficient decisions compan@ save lots of time and money in
material handling. The role of order processingussially underestimated in entire
logistics system, but Rosenbloom (2004: 391-39&)imds that often order processing
is the key for successful logistics system. Prgpethnned and implemented order
processing saves time in entire process and saneeittican add value for customers if
the order is processed faster than expected. Beaafuthis, the importance of order
processing should be highlighted in logistics plagn

Inventory control (Rosenbloom 2004: 392) meandith&s attempt to hold the level of
inventories low as possible, but same time in éwellwhich will meet the demands of
customers. Inventories causes only costs for tlmepeanies, but same time those are
necessary to meet the customer demand. This mieansfticient inventories and right
amount of inventories can help the companies tah®uiexpenses from logistics.

Warehousing in logistics system (Rosenbloom 20@8) 3iave the role of holding the
products until those are sold to final customerar&iousing is considered as one of the
most challenging components of entire logisticdesys The reason for this lies behind
many issues which are related to warehousing aesssuch as the location of
warehouse, the number of warehouse units, theo$iagits, the design of units and the
ownership of these units. All these issues shoeldgdived with the help of experts in
detailed field. Careful and proper planning of wemasing can help companies to avoid
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the biggest minefields of warehousing such as apacity. Last component of logistics
system is packaging (Rosenbloom 2004: 394) which dlso important role in cost

saving of logistics system. Well designed packagiag help other functions like

transportation, materials handling, order processind inventory to make the entire
process more efficient and same time cost efficienbther words, from the viewpoint

of logistics, packaging is much more than promdaloattraction for consumers.

Actually, packaging has vital role in logistics dinsion and it can make the significant
difference in logistics system compared to compitit

2.3.2. Channel decisions

Rosenbloom (2004) have argued that marketing chsnnegeneral includes several
issues which have to be solved. Kotler and Armgii@906) adds that the objectives of
marketing channels are in crucial role when looKmgsolution for these issues. In the
designing of marketing channels companies haventdyae the customer needs and
actual channel objectives. Companies have to aleatify the best alternatives for
marketing channels and be able to evaluate thdseselactions in designing add the
effectiveness of entire process and possibilitgréate functional marketing channels.

Kotler and Armstrong (2006: 372) argue that custtsneeed is in vital role in every
business. Customer’s need is also important tac@ati marketing channel designing.
Optimal situation would offer fastest delivery abelst assortment in cheapest price for
customer, but companies have to balance customeed against costs of marketing
channel. Kotler and Armstrong (20069 continues thate are several factors which
influence for setting the objectives of marketirgaenels like the products, marketing
intermediaries, competitors, financial situatiord @ahe environment. Environment and
economic conditions naturally may affect to objeesi and designing. For example in
recession producers may want to cut the costs mamketing channels to avoid growth
in final price.

When companies have found the most appropriate nethaobjectives (Kotler &

Armstrong 2006: 373-375) next they should identifgst channel alternatives. In
identifying companies should focus on types of nmiediaries, the number of used
intermediaries and responsibilities of every memhbeahe marketing channel. In all of
these elements the costs of intermediaries andirtaecial situation of company is in
crucial role. Companies need to carefully and prigpevaluate the financial costs of
used intermediaries and compare it to objectiveshef marketing channel. In final
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evaluation between different alternatives econowgriteria is also in crucial role.
Control issue should also be included for final leaion, because using of many
intermediaries means that companies have to sharmontrol for many members.

According to Rosenbloom (2004), Kotler and Armsgai2006) and Czinkota et al.

(2005) in today’s global business environment anglobal competition companies can
not anymore bypass the prospects of internationarkets. Globalization and

international markets have to be considered alstistnibution and channel strategies.
The growth of business environment in internatiomahrkets creates lots of

possibilities, but also challenges. Rosenbloom 420é&rgues that when companies
design international channel strategy, it followosthy the same structure as in
domestic markets, but companies have to also censisues which are related to socio
cultural, technical, legal and economic differences

Rosenbloom (2004) earlier stated that explosiofifaind E-commerce has increased
the interest towards distribution and marketing ncteds. In the beginning of
development of electronic marketing the forecasts what all the conventional
marketing channels as stores and shopping malls beil eliminated. Despite that
forecast of superior position of electronic chasrdid not come true, online shopping
and electronic commerce has taken its place agpinen for marketing channel. Today
rapidly growing distribution of internet connectgmworld wide only enhances the
companies to use electronic channels. RosenbloOf%(2458) still reminds that use of
electronic marketing channels have also disadvastag well as advantages. Biggest
advantages among global scope and reach are retateghid transaction processing,
information efficiency, data-based management aneit costs of distribution.

Disadvantages (Rosenbloom 2004: 458) related tctreléc marketing channels are
quite obvious as advantages and those are relatiedk of contact to actual physical
product, fulfilment of logistics not at internetega, confusion and cumbersomeness of
internet and security issues. Channel managers toageal with these advantages and
disadvantages and figure out that how to gain lsiggenefit from electronic channels
alongside with conventional channels. The existenteelectronic channels has
increased the complexity of marketing channelsabse today companies have to deal
with multi channel environment.
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2.4. Promotion

According to Kotler and Armstrong (2006), Czinkatiaal. (2005), Albaum and Duerr
(2008), Shimp (2003), Hackely (2005) and Chast@®9) one of the marketers task is
to plan and organize marketing activities and as$éenfully integrated marketing
programs so that these will create, communicatedstider value for the consumers.
Marketing activities comes in all forms of markgtmix tools and promotion is one of
these tools. Marketers need to do decisions betwegketing-mix tools product, price,
promotion and place and they need to do theseflieeirce on their final consumers.
Promotion includes features such as sales promotdwertising, personal selling,
public relations and direct marketing. Kotler andm&trong (2006), Shimp (2003) and
Hackley (2005) argues that companies can changerite, sales force size, and
advertising expenditures in the short run, but tgiag of new products and modifying
of distribution channels companies do only in thegl run. This statement proves that
cutting the advertising expenditures is considestealt run reaction for example in the
need of cost saving in recession.

Kotler and Armstrong (2006) states that these dagsketing is much more than
developing a good product, pricing it in profitableay and making the purchase
possible for target customers. Companies need tbeyond that and communicate
actively with current customers and possible custemContinuous communication
with customers is in vital role when companieslaugding their customer relationships
and it is also vital in maintaining of relationsbip

Kotler and Armstrong (2006) continues that compsinggomotion mix, which is also
called marketing communication mix, consists froifiedent elements of promotion.
Most common promotion elements are advertisinggssaromotion, public relations,
personal selling and direct marketing. Every conypdecides individually that how
they use and blend these promotional elementshkgtcan achieve their promotional
objectives. Kotler and Armstrong (2006) still reménthat communication itself goes
beyond of these promotion tools. All the other nesirg mix elements product, price
and place are communicating to customers in thein evay. Management levels
responsibility is to take care that all the elerseare communicating consistently.

According to Kotler and Armstrong (2006), Czinkatiaal. (2005), Albaum and Duerr
(2008) Shimp (2003) and Hackley (2005) in todaylebgl market's many things
change rapidly and marketing communication is ncepkon. Two major factors are
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changing the nature of marketing communicationgriranted markets which are
moving away from traditional mass marketing and espeof development in

communication technology. Today companies can mygimare rely only on mass

marketing as a tool of communication, rather thr@ru$ing on smaller segments where
every customer relationship is build with persoma¢ssage. The development of
communication technology is speeding up this champen the social media and other
forms of new communication methods are coming neoramon for companies. Kotler

and Armstrong (2006: 430) and Chaston (1999) emgdmshat because of these
changes there is a clear need for integrated magketommunication which is

illustrated in the figure 8.

Carefully hlended mix of promotion tools

T A

Advirtising Persanal
selling
; Consistent and clear company
i and product messages
Saless il Fublic
promokon: relghions

Ciregl
A rketing

Figure 8. Integrated marketing communications (Adopted fi¢atler & Armstrong 2006)

In short, the aim of this concept (Kotler & Armsig 2006: 430) is to integrate and
coordinate the firm’s communication channels in aywhat customers can have clear
and consistent message about the firm and its brarw need for integrated marketing
communication has also risen, because often comgauifferent communication
sources offer different message about the compadyts products. Companies need to
take care that every contact with customers ddittee same message, whether it comes
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from internet pages or from the mouth of sales asgntative. It is clear, that the
consistent communication with customers emphasit¢be time, but especially rough
times like economic uncertainty.

2.4.1. Promotion strategy

Kotler and Armstrong (2006: 443-444) represent tvasic strategies in promotion;
push promotion and pull promotion. In short, puslategy means that the product is
pushed to final customers through different disifiiin channels. In use of promotion
tools it means that manufacturer uses its markeduigyities such as personal selling
toward different channel members to encourage ttempromote the product for the

end-users of product. Retailers and wholesalerstiisie own marketing activities

towards end-users. In opposite, pull strategy @ednsidered as straight influence to
end-users and customers. Producers use differerketimay activities and promotion

tools straight towards end users to catch theenétin. Advertising and sales promotion
are most common tools which are used in pull gjsatdhese marketing activities

usually require lots of effort and assets from ttwmpany. These strategies are
described in the figure 9.

Personal selling and Personal selling, advertising
trade promotion and sales promaotion
Retailers and .
i w |LLONSUMmers
Sutleless wholesalers
PUSH STRATEGY
Demand i q Demand
Producer | 4 Retailers and | Consumers
wholesalers
Advertising and Sales promotion t
PULL STRATEGY

Figure 9. Push versus pull promotion strategy (Adopted fimtler & Armstrong 2006)
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Rough statement (Kotler & Armstrong 2006: 444) abthe use of push and pull
strategies were that industrial companies use pa$h strategies and pull strategies are
only for direct-marketing companies. Today compsutian not go by only one strategy,
rather than mixing them up according to produatgegt customers and product’s life
cycle. For example big FMCG-company Kraft use maeslia advertising to attract
consumers and it also use huge sales force to jmgtoducts through the different
intermediaries.

According to Kotler and Armstrong (2006) the usdaifferent promotion strategies and
promotion tools depends also about the produdf igsel its stage in life cycle. Often

mass media tools as advertising and sales promatienused when the product is
considered as consumer goods. On the other haold, ltke personal selling is used
more when companies are selling expensive goodshwieiquire expertise from both

sides. The stage of product also affects to prandbtol which is used, i.e. the meaning
of advertising in the introduction stage is muoggder than in the mature stage.

Kotler and Armstrong (2006), Czinkota et al. (2Q0&8paum and Duerr (2008) Chaston
(1999) state that there are several issues inibgilof promotion strategy which should
be considered. Companies first need to define thectives for promotion strategy,
identify the target audience and decide the budgetpromotion tools. After this,
companies still need to decide the media to be,usedent of message and amplitude
and density of messages. Finally companies needotlect feedback from the
promotion tools and messages which have been used.

Today the issue of social responsibility (KotlerA&mstrong 2006) is topic which can
not be passed by any company. This topic should lasincluded for consideration of
promotion strategy. All these decisions which hawvdoe made concerning promotion
proves that creating profitable promotion strategyolves many challenges as in
product, price and distribution strategies. Creptia sustainable and profitable
promotion strategy is not coming any easier duniaggh economic periods when
promotion is usually the first part of marketingiathis decreased.

2.4.2. Advertising
The need for mass media promotion (Kotler & Armsty@®006, Czinkota et al. 2005,

Albaum & Duerr 2008) has grown because of develapiroé companies and products
in industrialized world. It is not enough that caanpes are developing and producing
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good products or services, they have to informrtbestomers about themselves and
their products. Earlier presented mutual marketmgmunication (Kotler & Armstrong
2006) with customers and consumers is necessaay.td&dvertising is one form of
mass-promotion, which can reach wide audience tandn create wanted position for
product in customer's mind. Kotler and Armstrong0@8: 455) continues that
advertising is considered as any paid form of nosg®al presentation and promotion
of ideas, goods or services by an easily identifigdnsor. Advertising is considered as
good way to inform and persuade consumers androessowhen the target audience is
broad. Even though advertising is usually thoughtiaource for global companies to
send their messages for consumers, advertisingdilisbsoadly used by non-profit
organizations and it can be used also in smalkdesc

Kotler and Armstrong (2006: 455) argues that adsieg can be divided for four main
decisions from the management point of view. Theseisions are advertising
objectives, advertising budget, advertising strnatgd finally evaluation of advertising.
Usually every action has to have objectives thataih be measured afterwards and
advertising do not make exception in here. Adviergisobjectives as well as other
promotional tools belong to bigger wholeness tanwtion strategy, which determines
the main direction of advertising objectives.

Other elements which usually influence for objeesivare target market and positioning
of product or company. The purpose of advertis;@lso affecting to objectives of
advertising. According to Kotler and Armstrong (BpQhe purpose of advertising is
commonly divided for three different advertisingo@g; informative, persuasive and
reminding. Informative advertising is used a lotemhcompany introduces a new
product, persuasive advertising is used when cdtigretgrows in one particular
product or product group i.e. companies createcete demand. Finally reminding
advertising is used when company wants to consurnien& their product which
already in mature stage.

Next stage in advertising decisions (Kotler & Armsiy 2006: 456) is the setting of
advertising budget. Product’s stage in life cycs big influence for the decision; new
products need more advertising than the productmature stage. Gaining a market
share is another source for bigger advertising budmd usually undifferentiated
products and brands also require more investmantadgertising than products which
are unique or differs a lot from mainstream. No teratvhat, deciding the advertising
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budget remains a difficult task, because no compaay found statistical tool to
measure the relationship between promotional spgratd sales.

According to Kotler and Armstrong (2006: 457-466imparts of advertising strategy
are the selection of clear and consistent messagje€tzoosing the proper media for it.
Earlier the message creation and media planning s&parate functions, but today due
to fragmented media, these functions have to wimkecto each other. This emphasises
also from the integrated marketing communicatiomipaf view.

Kotler and Armstrong (2006: 463-469) continues that strategical decisions
management level have to decide the frequency eaxhrof advertising, type of media
and media timing. One big decision in the advertjsstrategy is also that will the
company design and produce the ads by themselwesl tihey use advertising agency.
Both options have their own advantages and disddges, but the decision is often
based on advertising budget. In strategic decismmasagement will have many other
issues if company is operating in global environindoe to cultural and legal
differences. Lately, the development of differeotnenunication channels has made the
planning of advertising strategy even more chailegg

Finally companies need to evaluate (Kotler & Armsty 2006: 467-468) the
advertising which has been executed. Evaluatiomtaddvertisement itself can be done
already before releasing it. Usually companies tlestadvertisement before hand by
randomly chosen target audience. Evaluation is @éseeafterwards because companies
need to know if the advertisement had the desirBdence on customers and end-users.
As Kotler and Armstrong (2006) earlier mentiondt measurement and evaluation of
advertising compared to sales is difficult taskcdaese sales is affected by many other
factor too. Companies have created different todhere the expenditures used for
advertising in specific area is compared to salesame area, but still the benefits from
advertising is inexact area for companies and seiefhis may occur in rough times
when companies need to cut the expenditures anallyghe advertising is the first
target.

2.4.3. Sales promotion
Another promotional tool, sales promotion, (KotgrArmstrong 2006, Czinkota et al.

2005) usually works close with advertising as apsupng tool. According to Kotler
and Armstrong (2006: 469) sales promotion is careid as a short-term incentive
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which has the purpose of encouraging and enhanbegales of a specific product or
service. Sales promotion is coming more popular rmthe companies that sell
consumer goods. Competition is so intense betwsesetcompanies that they are eager
to seek some other ways to influence consumers dlaertising. The standardized
products of manufacturers are increasing the usshar tools like sales promotion to
enhance the sales.

Kotler and Armstrong (2006) adds that today comgsbnsider sales promotion as an
easy and relatively cheap way to enhance the sald®rt-term. Sales promotion is not
anymore tool for companies to stimulate consunratber than having the influence to
all participants. Sales promotion is used also tdwao retailers and wholesalers,
business customers and even members of the conspanwy’ sales force to increase the
sales. Companies need to focus also on the develupai sales promotions if they
desire grow in the total sales. In other words, thdety of different tools of sales
promotion is growing rapidly today and it does n@ke the differentiation any easier.

Usually the sales promotion (Kotler & Armstrong Bd@®ccurs in many forms and it
can be categorized to three different target graupsh it is trying to influence. These
groups are; consumers, intermediaries and bustusssmers. The most used consumer
promotion tools (Kotler & Armstrong 2006: 470) asamples, coupons, cash refunds,
price packs, premiums, advertising specialtiesropaige rewards, point-of-purchase
promotion and contests. Marketers’ task is to deaihat kind of mix of different
promotional tools will enhance the sales. The budged objectives of promotion
strategy also gives their own limitations for trse wf sales promotion tools.

Kotler and Armstrong (2006: 473) argue that salesmption tools are used also

towards intermediaries and business customers.algtauthors state that the used
budget towards retailers and wholesalers is mugbebithan the budget for consumer
sales promotion. Manufacturers use same tools ritarmediaries than they use for

consumers like contests and premiums but they edso use special discounts and
allowances. These tools are also known as tradegiron tools, but they have the

same purpose like all other sales promotion toetdiance and increase the sales in
intensive competition. Kotler and Armstrong (200&)ntinues that in business-to-

business sales companies also use different salasopon tools and the purpose is to
generate new business opportunities, enhance tlehgaes and motivate the sales
force. Special tools in b-to-b promotion are corti@rs and trade shows which have
important role among companies which are sellingirttproducts for industrial
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customers. Companies also use different tools tivate their sales force and the most
common tool is to set up sales contest for salgdpew dealers against certain prize or
bonus.

In the use of sales promotions (Kotler & Armstr@@6, Czinkota et al. 2005, Albaum

& Duerr 2008) there exists the same paradigm lik@ther tools of promotion. First

marketer need to define the objectives, createegtyaand finally evaluate the results
from sales promotion. Kotler and Armstrong (20069-4175) reminds that even though
sales promotion can enhance the sales in shori-teshould not be used only for that
rather than building a long-term customer relatps with the help of sales

promotions. The objectives of sales promotion \argording to target group, but in the
end the sales promotion must be coordinated prpmeth other promotional tools that

companies can achieve actual benefits from tholse.planning and designing of sales
promotion emphasises during rough economic peribdsis considered only as short-

term tool.

2.4.4. Public relations

Kotler and Armstrong (2006), Czinkota et al. (2Q0&kaum and Duerr (2008) state
that public relations are considered also as messtion tool as well as advertising
and sales promotion. The main idea of companieblipuelations is to build good
relations with all the company’s publics by gainifayourable publicity and good
corporate image. It also means the handling ofumfeable rumours and stories about
the company. Large companies might have their omsliprelations department which
take care about following functions such as; presations, product publicity, public
affairs, lobbying and investor relations.

In short, (Kotler & Armstrong 2006: 476) public agbns can be used to promote
products, people, places, ideas, activities, oggdinns, cities and nations. In business
public relations are used for building of good tielas with consumers, investors, media
and communities. Good example from successful Gigaitdic relations is city of New
York when it launched its publicity and advertisicegmpaign of “I love New York” and

it gained a huge increase in amount of touristslyea

According to Kotler and Armstrong (2006: 476-47&bely there has been some debate
about the role of PR in marketing. Some expertsnafketing think that advertising
does not build brands, but PR does. The use of rissing requires financial
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investments, but PR can have strong impact on palareness with much lower cost.
In PR, just building interesting story about thengany might lead a strong impact on
every participants of company’s business. There e argument that PR is more
communication with various publics of the compammart marketing. Despite the

different views about the role of PR in promotiginshould be consistent with other

elements of promotion that companies can build mathtain a certain message about
the company.

Kotler and Armstrong (2006) state that there awersg tools which can help companies
to handle their public relations like news, speschaher written materials, special
events and audiovisual materials. Authors remirad thost important consideration is
that how and when to use these tools after credtiagtrategy and objectives for the
PR. As Kotler and Armstrong (2006) mentioned beftive consistent message with
other marketing mix elements is also vital in diecis of PR.

2.4.5. Personal selling and direct marketing

According to Kotler and Armstrong (2006), Czinkatiaal. (2005), Albaum and Duerr
(2008) personal selling and direct marketing as® aonsidered as main elements of
promotion. Kotler and Armstrong (2006: 487) conaauhat usually personal selling is
considered only as selling of products or servigebusiness organization by specific
sales force. Actually, many other actors than kessnorganizations perform different
personal selling daily like colleges, churches, emss, art organizations and even
governments. In other words, personal selling isegumportant form of promotion for
different organizations.

Kotler and Armstrong (2006) state, that persondlingeis interpersonal form of

promotion mix. In contrast, another form of promoatimix, advertising, is considered
more as one-way and non-personal communication titget customers. Personal
selling is two-way communication between a repregere of business organization
and individual customer which happens by face-tfaby telephone or by other
means. It's clear that the type of company or ogdion determines the form of sales
force, but in every case the sales force is in witie. Kotler and Armstrong (2006: 488)
argues that means of personal selling can be neddéven by every customer and it
offers a good way to communicate with customersm@anication with customers

through sales people offers also a good way tecblmportant feedback, same time



55

when the company starts to build long lasting refehip via personal selling. Due to
these reasons the role of personal selling shaikehtpphasised in promotion mix.

Managing the sales force is in vital role in susce$ entire company. Kotler and

Armstrong (2006: 488-489) define that managing $ladées force means analysing,
planning, implementing and controlling the actiarfsentire sales force. This entire

process involves actual actions such as desigirategy, structure and recruiting, and
finally selecting, training, compensating, supangsand evaluating the organizations’
entire sales force. These different phases of $atee management are illustrated in the
figure 10.

Designing strategy, . - .
[ structure and recruting Selecting Training Compensating

—_—

Supervising

—_— ¥

Evaluating

Figure 10. Different phases in sales force management (Adbojpten Kotler & Armstrong 2006)

Managing of sales force (Kotler & Armstrong 2006ydlves many issues which are
related to structure of sales force, strategy, sizeales force, the used method and
channel and evaluation of performance. These isstuasld be solved accordingly that
company can achieve actual benefits from the patsmiling function.

Kotler and Armstrong (2006) state, that issues twhétould be solved first from
managerial point of view are the strategy and tirecof sales force. Most typical
structures are territorial, product and customaxcstires. In territorial structure sales
force has been divided by geographic areas andy es&es person has his own
responsibility area. Product structure means thatyesales person has his own product
or product group which he is selling in whole opeiga area of the company. In some
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cases the sales responsibility have been dividedebyain customers that every sales
person has his own customer or industry which heeiéing. These are the most
common types of structure, but Kotler and Armstr¢@@06: 490) reminds that today
almost every company uses a mixed structure of $atee. Every solution about sales
force structure depends about the internal andreedtéactors which companies face.
There is no one most suitable structure, rather évery company need to find out their
own structure.

Strategy of sales force (Kotler & Armstrong 20080494) usually concerns the size of
sales force and the inside and outside sales fdihge.size of company determines
usually directly the size sales force, but some games use mathematical formulas to
divide the certain workload for sales persons. Nan@ent level also have to decide that
will they use inside sales persons or only outsigles persons. Inside sales personnel
can lighten the work load of outside personnel §sisting them in different tasks, but
the issue is to decide the amount of outside peedonompared to inside sales
personnel. In some cases companies use differamistén sales tasks, but the roles of
team have to be clear that company can avoid ussaneconfusion of customer.

According to Kotler and Armstrong (2006) designofgrecruiting and the selection of
sales personnel are also initial tasks of buildingales force. Companies need to pay
attention for recruiting, because recruiting a vgr@erson might have high cost in time
and money. The meaning of recruiting process ishasiged by Kotler and Armstrong
(2006: 494) who state that in typical sales folue top 30 percent of the sales people
might bring about 60 percent of total sales. Ko#led Armstrong (2006) continues that
there are four different key talents which gooasalerson posses; intrinsic motivation,
disciplined work style, ability to close a sale ahé ability to build relationship with
customers. All these four talents should be empghkdsin selection process of sales
personnel.

Training and compensating (Kotler & Armstrong 208&)espeople are the next issues
in managing of sales force. Today there are sewxahples how the time and money
used for training pays itself back and that's wbynpanies should not cut expenditures
from training. Depending on the size of the compamining might take few days or

even a year, but the main idea is that without eramining sales force can not make
profit. Compensating is a must for companies wihieimt to attract top sales personnel.
Companies need to make the decision that whateigi¢int mix of fixed and variable

compensations. Today many companies are in favboompensate salespeople from
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building a long-lasting relationship rather thanmgensating from short-term sales
which might be harmful for the business in long-run

Supervising and evaluation (Kotler & Armstrong 20867-500) of salespeople are the
last, but not least issues in managing of salesefoEvery employee need to be
supervised, but especially salesperson if he orhsiseclear objectives in certain time
period. Kotler and Armstrong (2006) continues timainagement level gets information
about the performance of sales force through diffesales reports, but it is vital that
the sales are measured thoroughly and compareojeotives that proper feedback can
be given. Final evaluation has crucial role in mdagctions and it should be not
underestimated in performance of sales force, sermse that it can offer points for
development.

According to Kotler and Armstrong (2006: 503) diretarketing is also one main form
of promotion. Other elements of promotion presemtsre mass marketing like
advertising which is aiming to attract broad maskebntrary to direct marketing which
focuses on narrowly target, individual promotioroday the markets and customer
segments are so fragmented that companies carelgatny on mass marketing when
trying to attract customers and consumers. Direatketing with different forms, offer
an easy and individual way to promote productsesvises to more targeted customer
segments.

Earlier many companies have thought direct margdtifotler & Armstrong 2006) as a
distribution channel or a supplementary channel f@arketing their goods, but the
dramatic development in IT (Rosenbloom 2004) andlmese technology has changed
it. Some companies have used the advantages otewwiology and they might use
direct marketing as their only approach of promutidccording to Kotler and
Armstrong (2006: 505) direct marketing can bringdfés to both buyers and sellers.
For buyer it is convenient and easy way to ordpraaluct or get information about it
through web sites of the company. For seller dineatketing offers many benefits like
time and cost savings, but maybe the most importatitat through direct marketing
seller can build individual relationships and conmicate with customers interactively.

According to Kotler and Armstrong (2006: 508) thaimforms of direct marketing are;
telemarketing, direct-mail marketing, catalogue ke#ing, direct-response television
marketing, kiosk marketing, online marketing andef@o-face marketing. The forms
are shown in the figure 11.
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Face-to-face
selling

Online
marketing

Telemarketing

Customers and
prospects

Direct-mail
marketing

Kiosk
marketing

Direct-response
television
marketing

Catalog
marketing

Figure 11. Main forms of direct marketing (Adopted from Katl& Armstrong 2006)

Kotler and Armstrong (2006) argue that using thHepi@one in direct marketing has
become one of the major tools in direct marketirglephone has been a major tool for
B2C marketing, but it has also extensively incrdage B2B marketing. Use of
telephone in direct marketing is efficient, butatjuires a lot of labour which increases
the costs of it. Lately many consumers have beemoyed by too enthusiastic
telemarketers, which have given negative imageitfofrherefore companies need to
consider the use of telemarketing properly, becatussill can offer benefits like
individual information.

Direct mail marketing and catalogue marketing (Ko# Armstrong 2006) have both

developed dramatically alongside with the develapied IT and E-commerce, but

companies still use the old fashioned mailing déisf and catalogues. Internet offers
time and cost savings in these forms of direct miamly, but companies still use printed
catalogues and offerings, because those can ¢heatewn fascinating atmosphere.

Direct-response television marketing takes two mdgms (Kotler & Armstrong
2006); direct-response advertising and home shgpphmannels. In direct-response
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advertising there is usually a television spot Whis persuasive and offers a certain
product in certain price. Home shopping channelsalls run 24 hours a day and
companies offer wide range of products in bargajéckes. The use of different kiosks
in various places is popular form of direct mankgtiCompanies can sell their products
in high-schools or they can offer information impairts. This form of direct marketing
is also changing alongside with development of fld doday many of kiosks are
equipped with internet connection.

According to Kotler and Armstrong (2006: 553) theosg development of IT and E-
commerce with various appliances, have created pagsibilities for direct marketing.
Direct marketing through internet and other elattroappliances is cost-effective,
speedy and easily wide spread compared to traditidimect marketing. Despite the
benefits of IT in marketing, it also involves clelbes. Issues related to privacy and
security is the concern of many consumers and coiepa

Personal selling (Kotler & Armstrong 2006) presemte of the most individual forms
of direct marketing. In the initial stage salesparshould be able to prospect the
potential customers and make the needed preparbkenfinding the background
information. After the preparation salesperson shawake impressive presentation and
most importantly close the case. As Kotler and Aramg) (2006) stated earlier, today
companies seek also long lasting relationshipautihhasales force and not just a simple
sale.

Kotler and Armstrong (2006), Czinkota et al. (2Q08pbaum and Duerr (2008), Jobber
(2004) and Rosenbloom (2004) have argued that riagkand blending of different
elements of marketing mix is not an easy task topiete. The task of designing and
managing all these elements is not any easier ughreeconomic conditions like in
recession. According to Kotler (2005) the managdmewel of companies should
reconsider all the decisions related to marketimgetements in a sense that it can offer
a chance for success in recession and after ite Bimecession is time for opportunities
and one opportunity is that companies can challéhge own decisions. Decisions in
marketing mix elements and marketing activities ai@al since the improved or
increased marketing activities can improve compangéerformance compared to
competitors. That is the reason why companies shail least reconsider their
marketing activities related decisions.
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3. MARKETING ACTIVITIESDURING RECESSION

In this chapter there is given a short introductmmecession and to normal reactions of
companies. Chapter includes relevant earlier stuth@cerning similar topic. In the end
of the chapter theoretical model from basic themfrynarketing and earlier studies is
portrayed.

3.1. Introduction to marketing in recession

There are several opinions how marketing and miaketctivities should be executed
during rough times. Some of the opinions say thatketing is unnecessary activity and
some of them say that it should be emphasizedeK@I005) says that when recession
strikes, then most of the companies hurry to cetdbsts and the most obvious target is
marketing. In these big companies the executiveétdeually believe that marketing
can be a profitable action, they can stand that dating the time period when business
runs smoothly. These executives define the margdtirdget from the expected revenue
and when these don't fulfil, they see the reasooutothe costs from marketing budget
(Kotler 2005).

Kotler (2005) explains that one good example frdms kind of decisions was when

CEO of big grocery shop decided to cut the markgetindget when the recession came.
The result of this decision was more than unsudgksshen the grocery shop lost its

customers to their competitors. Conclusion frons thias that company lost more, than
they saved in cutting the costs from marketing letidgotler (2005) argues that CEQO’s

should consider different saving targets and evedably establish a group which is

seeking solutions for cutting the costs. Cuttingcosts should happen in a way that
different functions are made more effective, beeagxgery company have some weak
and unprofitable points in their business. Kotl20(5) continues that there are two
important rules which should be remembered duriugih times.

Companies hurry to make some savings when theeciyafig time begins, but they
should remember that they can not change the \akated for customers. Customers
can make their buying decisions based on promisgdevproposition and if this is

suddenly changed they can easily switch to congstiservices and products. Other
thing to be remembered is to respect your co-opexdike suppliers, retailers etc. If
this group finds out that the promised value prdosis changed or it is getting worse
from their point of view, they can also move to qmatitor's network. Kotler also
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advises that companies should consider the cuttieg prices. Customers are well

aware about prices during the recession, so corapdrave to be ready to make some
concessions. It is more important to keep the coste with the price of smaller sales,

than to loose the customers for competitors (K&@95:69-70).

Finally Kotler (2005:70) says that wise companiesl £EO’s use the recession as
opportunity to grow. These companies maintain tlagketing budget as a same level as
before recession or even increase it. Recessiobedime to snatch market share from
the competitors which are decreasing the markekindget. Even more, in some
companies cost-saving is permanent way of thinking acting, not only during rough
times. When the recession strikes, these compalied need to make major cost
cutting programs or huge declining operations @fffstthey can just make small
adjustments for their strategy and marketing.

Column of Bhose (2009) starts with statement tlvatish SME’s considered marketing
more as investment rather than occasional cost.tisitis actually not the way how
companies act in real situation. Over 80 per cemmhfthe companies register marketing
as occasional cost and they do not divide thosgeations. This result was revealed
from the research which was made by SEK Pro maryetompany. Research was
made in end of the January at this year and theaseaver 300 companies taking part
for this research. The CEO of SEK Pro Olli Kivek mot wondering that many
companies actually think marketing as a cost ratiha@n investment, because they are
registering marketing as cost in accounting. Evienyrth answerer of this research
thinks that all those assets which are used tadimgjlbrand, sales promotion and to
other public relationships are costs. This numlzs grown little bit from 2005 when
the research was made first time. According to Kiuhis is the result of economical
situation now days, because usually in recessionpanies tend to cut the costs first
from marketing investments. (Bhose 2009: 24)

There is also other research which is proving Eahish companies are cutting costs
from marketing activities (Mainosbarometri 2009)adeting barometer announced in
January 2009, that 49 per cent from the compameplanning to cut the advertising at
year 2009. Those companies are planning to cutdkes from advertising 23 per cent
on average. There was 134 companies taking pathi®research and these numbers
have not been so dark ever. The results from SEKrégearch are not so dim and half
of the companies are planning to keep marketingstments as the same and only 23
per cent were planning to cut the marketing investis Still, these results are
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contradictory with the results of same kind of egsh last year. In that research made
by Finnvera and Entrepreneurs of Finland in 2008iran, almost 60 per cent of
Finnish SME’s announced that increasing assetsales sand marketing is the most
important way to grow. (Bhose 2009: 24).

It is also interesting in SEK Pro’s research ig @#dmost 70 per cent from companies in
this research announced, that they do not measgstensatically the profitability of
investments, which are expended to marketing congations. Companies which do
not measure the profitability of marketing commuaticns do not think marketing as
investment. Finally in this research there was tioiedor the companies that in which
marketing communication area they need tools foasueng the results of marketing
communication most. 15 per cent said that they rteech most in the advertising.
(Bhose 2009: 24)

In this column there were only Finnish companiesh&ve is no need to make too wide
generalizations. Still, this problem is relatedsttmation of economy and same kind of
reactions can be seen also in other countries.

In the figure below there is good description hdwve advertisers rapidly changed their
mind about marketing communication investmenth@adnd of last year. Total number
of barometer is -41 and that number comes fromdiknction between increase and
decrease. It is important to notice that same nuwas +33 only four months earlier.
According to Union of Advertising, this number hasver been so low during the 30
year history of advertising barometer. Decreasmgnfluencing almost every media
group and increasing is anticipated only in webd anobile advertising, direct
advertising and advertising in stores. In additi®, percent from advertisers are
prepared to cut more from already made marketingneonication budgets, if the
economical situation turns even worse. Union of éiging observe that Finnish
advertisers seem to react to current situationarnkets with cost saving and this opens
opportunities for advertisers to negotiate affotdaimedia prices. (Mainosbarometri
2009).
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Figure 12. Development of marketing communication investmém®009 compared to 2008. (adopted
from Mainosbarometri)

These examples and researches prove that many n@smansider time of recession
to cut the expenditures from marketing and marketommunication. This reaction
creates an opportunity for some companies to usessen as chance to make some
competitive advantage compared to competitors.

3.2. Marketing activities which emphasises duriegession

There exist several studies which concern simagict as in this thesis. Some of the
most similar and relevant studies have been celieah to one table to make the
consistency more clear. There are previous stuliies Europe and from Northern
America. The geographic width of previous studieeg more aspect and credibility for
this study. The scope of studies also varies aarktls no specific industry chosen in
these studies. Some of the previous studies haymrieat data from two following
recessions which is always increasing the validitg reliability of the results. Some of
these studies are made from the 90’s recessiors@ame@ of these are made from the
recession of beginning of 21's century. These studre listed in table 2 and described
more detailed later on.
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Author (s)

Method and Sample

Natur e of research

Key argument/Result

Shama (1993)

Mail questionnaire
101 companies

Marketing strategies

comparison of small

during recession:

and large firms

Companies should develop
indicators of economic
environment to formulate
advantageous strategies fof

recession.

Laitinen (1994)

Mail questionnaire,
750 companies

companies to adapt i

Means of Finnish

recession

Rationalization of marketing
nhas vital role in surviving from
recession. Quality,service an
personal selling emphasises.

[®N

Dugal & Morbey

Database analysis, 29

4 Corporate R&D

Companies which are
investing to R&D during

(1995) companies spending during ) .
recession recession continue to grow
compared to competitors.
Holappa (1997) | Mail questionnaire and Effect of export Roles of product and pricing

personal interviews, 6
companies

markets’ economic
fluctuations

emphasises relatively more
during recession.

Pearce & Michael
(2997)

Mail questionnaire,
114 companies

Marketing strategies

that make firms’
recession resistant

Maintaining and increasing
marketing activities, especially
sales and advertisement, wil
help companies to go throug
macroeconomic recession.

-

DeDee & Vorhies
(1998)

Interview survey, 110
companies

Retrenchment
activities during
economic downturn

Cost cutting especially in

advertising and sales relateg
areas is often

counterproductive.

Roberts (2003)

Database analysis
1000 companies

! Strategic investments Marketing, customer perceived

during recession

quality and new product
development are considered
good costs during recession

Koksal & Ozgiil
(2007)

Mail questionnaire,
172 companies

Relationship of

marketing strategieg

and performance in
recession

n

During recession advertising
efficient way to keep contact
to customers. All the change
in marketing should be done

consistently.

Uy

Urbonavicius &
Dikcius (2009)

Interview survey, 346
companies

Managerial

perception on the rol

of marketing
activities during

The importance of pricing and
communication methods is
growing during recession.

D

recession.

Table 2. Empirical studies about marketing during recession

Jyrki Holappa (1997) conducted a master’s thesigniversity of Vaasa in year 1997
and his topic was the export marketing mix elemamder target export markets’
economic fluctuations. In this study, theoreticattpconsisted from export marketing
mix elements and especially under of economic dlaitbn. Empirical part consisted
from three hi-tech and three furniture companiegchviare originally Finnish and they
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are exporting their products to Europe. Holappa97)9found out that economic

fluctuation did not have direct influence on exporarketing mix behaviour in these

companies. Economic fluctuation affected to gendsabkiness environment and
consequently it affected indirectly to export mdikg elements. Holappa (1997) states,
that role of export product and export pricing asatively more emphasised during
recession. In terms of single variables of expoarketing mix elements the product
core capabilities and costs where emphasised I3g t@mpanies.

Erkki Laitinen (1994) studied the means of Finntgmpanies to adapt in recession.
The data for this study came from the recessioB0% and the years of observation
were 1989-1993. Size of the empirical part was @bferent sized companies from

different industries. Aim of this study was to diger the means of adaptation and the
effectiveness of those means. Laitinen (1994) wdiseovering broad selection of

means of adaptation like means related to finanapital and labour. According to

results of the study, effectiveness in many fumgics the key to adapt to recession.
From the marketing point of view quality, servicedapersonal selling were seen as
most vital functions during recession. In the answther competitive means were

emphasised than price.

Pearce and Michael (1997) have conducted a resednich was focusing on marketing
strategies which make entrepreneurial firms reocesssistant. Companies in this study
are manufacturing firms of industrial goods witmaal sales revenue between 10 and
100 million dollars in 1990. Authors managed toeiee 114 acceptable questionnaires
back from the sample of 451. Goal for this study wa determine the components of
marketing which can enable these companies to taitds the influence of
macroeconomic downturn. Pearce and Michael (199f)clode that companies’
preceding condition and strategy play vital role swrviving from recession.
Maintaining and increasing marketing activitieghe core business such as expanding
sales force and advertising found to be profitaggons. In the end authors discover
that emphasis on cutbacks and retrenchments isgieceleads to poorer performance.

The meaning of R&D is important for companies imderun and Dugal & Morbey
(1995) studied the influence of R&D spending on pames’ performance during
recession. Authors list the purpose of this regeardhree parts; first they examine the
effect of R&D expenditures on sales during the semm of 1990-1991, secondly they
analyze the effect of firm —and industry level ates on inter-firm differences in R&D
expenditures during recession and last goal isotapare the results from the 1991
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recession to results of 1982 recession. The saowisisted from 172 companies in
1982 from many industries. The same companies welizged in the same study in
1991, but due to mergers, acquisitions and busifaisses the number of companies
declined to 122. When authors compared the refuolits two consecutive recessions,
they found that the influence of increased R&D iisigy is considerable. The results
showed also that companies operating in high-tdolgyzoenvironment have higher
R&D intensity. Similar in both recessions is thammpany size, type of ownership or
market structure does not have influence on reskitally Dugal & Morbey (1995)
argue that companies which R&D expenditures of pctel and services excess 5
percent of sales tend to grow during recession.

Keith Roberts (2003) have conducted a researchhaBidbased on information from
Profit Impact of Market Strategy database. This Blbatabase contains experiences
and performance of increasing number of busineskesyear 2002 the database
encompassed around 4000 businesses from diffenehistries in North America,
Europe and other continents too. In this study aketain recession is defined as
experiencing two years of decline in volume and tisi followed by two years of
growth. Roberts (2003) found that 1000 businessHsldd these criteria. This study
focus on three different measures; average prdftiatdluring recession, change in
profitability during first two years of recovery @rchange in market share during first
two years of recovery. Roberts (2003) conclude PEBMS evidence indicates that
companies which invest aggressively in marketinig tiwiive during the market upturn.
Investments in customer quality, product developmemd generally increasing the
marketing budget were seen as the most efficiaris tto increase ROCE and market
share during recovery and after it. Roberts (2@@8)reminds that marketing spending
must be based on customers and industry and thdingj is not appropriate for all
businesses in all circumstances.

Dikcius and Urbonavicius (2009) studied the peredivole of marketing activities in

the context of transitional economy. In this reskahe main focus is on opinions of
Lithuanian managers about the overall importancemaiketing function in their

companies. Special attention is on managerial péoe and opinions during the
economic uncertainty and recession. Dikcius’ antiddavicius’ (2009) research was
based on survey of 346 managers which are mainlyagexs of manufacturing and
trading companies which operate in Lithuania. Da#s collected between 2007 and
2009 and it included four independent surveys, telated on pre-recession and two
related on recession period. From the marketingitpoii view authors observed that
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importance of pricing and communication activitiegrowing during recession. In the
opinions of managers there is a positive relatignbetween marketing activities and
sales growth. In international context the mearohgesults is minor since the study
was conducted only in Lithuania.

Study which is also based on other European coum&ty conducted in Turkey by
Koksal and Ozgiil (2007). Topic for this researcthis relationship between marketing
strategies and performance in an economic crissn¥bcus of this study is to reveal if
Turkish companies are affected by economic crisesfimd those marketing strategies
which might have positive effect on companies’ parfance in turbulent conditions.
Total number of 172 companies from different indest with varying size was
included for this study. Koksal and Ozgl (20073@tved that training, increased R&D
and communication with customers through advedisane in important role during
recession. Despite the positive effect of abovetimead marketing activities, all the
changes in marketing mix elements should be domsistently with other elements.
Authors remind also that lowering production capaaind reducing work-force have
only short-term effects on performance. In the anthors state that decision makers
and planners need to focus on promotional strategpmpany desires a successful
performance during recession.

Avraham Shama (1993) executed a study which coactra marketing strategies
during recession and the comparison was made betsreall and large firms. In this
study the main purpose is to determine managemereption of and response to
economic downturn. In actual actions the focusnisnopact of recession on marketing
decisions and adjustments in marketing strategyaation. Recession in this study is
national level recession. Shama’s (1993) samplsisted from 180 companies whose
size and sector vary. Randomly selected compamiekided small and growing
companies and large companies from industrial ardicee sector. Finally, Shama
(1993) received 101 acceptable answers from maketianagers. In the results there
were found differences how companies perceiverttpacts of national level recession.
Large companies consider recession more as challengcause those partly use
statistical indicators such as GNP to define thaesibf national economy. Small
companies consider recession partly as time of growut the nature of small
companies also affects to perceptions. Resultssalggest that recession affects more
on large industrial and service sector companiesngr and promotion decisions than
small growing companies.
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Shama (1993) concludes that large companies use dnastic adjustments to answer to
challenges of national recession. Large comparhiasged the promotional appeal and
spend relatively more on radio and prints ads tusadheir strategy on economic

environment. Main finding of the study is that sige and the sector of company have
significant influence on the perceived impact ofession. In the end Shama (1993)
argues that companies and especially small compaeuld develop indicators and

procedures to determine the changes in economiaoamvent. This can add the

possibilities to adjust marketing strategies inobefhand according to economic
downturn.

DeDee and Vorhies (1998) studied the retrenchmetititees of small firms during
economic downturn. Authors of this study had twanmatents in this study; measure
the retrenchment activities of small firms in lightt economic downturn and measure
the impact of these retrenchment activities on fikggncial performance variables. The
target companies in this study are small manufagjutompanies with annual revenues
between one million and 100 million US dollars. @BeDand Vorhies (1998) had no
specific industry in this study and all the indiestr of empirical part were closely
related like machinery, electronics and computkated industries. DeDee and Vorhies
(1998) sent 451 mail questionnaires to companie®’€@and finally they received 110
complete and usable questionnaires. Authors ardlyeefinancial performance in two
different points; fourth quarter of 1989 and fouginarter of 1992.

DeDee and Vorhies (1998) divided retrenchment digts/ in five general areas;
financial management, marketing, product develogmand R&D, production

management and organizational restructuring. Thegaan of retrenchment activities
were measured by return on common equity and dasht6 sales. Authors found that
companies emphasising new product development drijeabhad positive effect on

ROCE. This finding is consistent with the findingé Roberts (2003) and Dugal &
Morbey (1995). Despite the emphasis on new prodecelopment, companies still can
not over-emphasise R&D which can have negative anmem ROCE. DeDee and
Vorhies (1998) found that cost-cutting activitiélsel organizational restructuring and
focus on lower cost products improved the perforreaof small firms, but they also
found that cutting advertising and sales budgetotsappropriate cost control activity.
According to authors companies which reduced ssbf§ and advertising expenditures
fared much worse than companies which maintainedooeased efforts. This finding is
in same line with Roberts (2003), Koksal & OzguD@Z) and Pearce & Michael
(1997). In the end DeDee and Vorhies (1998) staé¢ some specific retrenchment
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activities proved to have positive effect on snmadinufacturing firm performance, but
cost cutting is not without risks. Cost cutting esiplly from advertising and sales
related areas seems to have often counterproduntpact on companies’ performance.
Authors also mention that these findings must lesved as preliminary in the light of
sample employed in this study.

3.3. Theoretical model

Several studies prove that marketing has vital ed#® during economic downturn.
Studies by Shama (1993), Laitinen (1994), Dugal &rbky (1995), Holappa (1997),
Pearce & Michael (1997), DeDee & Vorhies (1998)pRts (2003), Koksal & Ozgull
(2007) and Urbonavicius & Dikcius (2009) have saadlihe meaning and importance of
marketing during recession. In these studies asthound that the meaning of
marketing can not be emphasised too much. Thenigsdand level of meaning varies in
these studies, but in general level can be stdiadcdompanies should consider their
marketing decisions during recession and aftew ke able to tackle the challenges of
recession. There can not be done too broad germtrahis about these findings what
comes to international companies operating in s¢wvearket areas.

Many of above mentioned authors found deniableendd that marketing activities can
improve the performance of companies during reoesand after it. Some (Dedee &
Vorhies 1998) also found that carefully plannedem@thment activities can assist firms
to survive from economic turmoil without hurtingetHirms’ competitive capability
during the downturn and after it. Planning of mairige activities in long-run (Roberts
2003, Pearce & Michael 1997) and developing of dattirs for economic climate
changes (Shama 1993) play also vital role, whenpeomnes face the challenges of
recession. Many of the findings in these studiecate that companies should include
marketing and marketing activities into long-rumaségy and planning rather than
considering marketing only as added cost.

In the basic theories of marketing (Kotler & Arnwstg 2006, Czinkota et al. 2005,
Albaum & Duerr 2008, Jobber 2004 and Rosenbloom4P@@mpanies face many
factors daily which have influence for the compaimiese factors can be divided in
many ways but usually those are divided to inteamal external factors. These factors
have influence for company itself but also for camgs marketing mix elements;
product, price, distribution and promotion. Whemmganies have to work with these
internal and external factors, they might change tiarketing mix elements
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accordingly. When economic downturn strikes andrergconomy shakes, companies
should especially consider their marketing mix etatndecisions. Economic downturn
can be considered as external factor which hasenfie on companies marketing mix
elements and marketing decisions.

According to Shama (1993), Laitinen (1994), Duga\&rbey (1995), Holappa (1997),
Pearce & Michael (1997), DeDee & Vorhies (1998)pRts (2003), Koksal & Ozguil
(2007) and Urbonavicius & Dikcius (2009) there amme actions which companies
should consider when facing the challenges of meoms These actions can help
companies to survive better from the economic tuirenod even make the competitive
capability better compared to competitors. Thesssibbe adjustments and changes
which are based on the findings of previous studiesate the base for theoretical
model. Possible changes in marketing mix elemenetsl@scribed in the figure 13.

e MARKETING MIX INTERNAL FACTORS
Matwe of the market q DECISIONS h Manketing objectives
Competition Marketing mix strategy
Environmental factors; PRODUCT PRICE S0 o
economy, resellers, Organisational
govermment considerations

DISTRIBUTION PROMOTION
|| ||
POSSIBLE ADJUSTMENTS

____________________________________ N
| b PRODUCT PRICE DISTRIBUTION PROMOTION |
| B Maintaining or increasingnew  Price changes, in either Rationalization of Mamtaining or increasmg |
| ; product development and R&D  divection, should be done  physical distribution  advertising and sales |

| @ . . . consistently with other . . i
2 Adding perceived quality of T Ente Maintaining or increasing |
| 5 products and services commmunication activities I
| 2 I
M -

IMPROVED CHANCE TO FACE THE CHALLENGES OF RECESSION

Figure 13. Theoretical model.
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4. RESEARCH METHODOLOGY

This chapter consists from three parts. Purpog@isfchapter is to introduce research
methodology and qualitative study methods whichused in this study. First there is
the chosen method described. Data of the studycalhettion of the data are presented
after the method. Analysis of the data is also «lesd and in the end of the chapter
there is discussion about the validity and religbdf this study.

4.1. The chosen method

Qualitative approach was chosen, because it wasidened to be applicable for this
study. Uusitalo (1991: 50) argues that the researethod and the research data are
subordinates to the research problem. Uusitalo 1j13®ntinues that the research
problem and research questions often define thé omghod and data. In other words,
to be able to have proper answer to the reseamlgon of this study, a qualitative
method was considered to be most suitable forstiidy. Alasuutari (1995) also argues
that qualitative method reveals deeper reasonsntebf the phenomenon, which
quantitative method does not. This fact is alsoakpe in the favor of choosing
qualitative method and approach for this study.

One of the main purposes of the qualitative data iscrease the knowledge about the
actions of the companies by separating the quaktatata (Koskinen et al. 2005: 16).

This statement increases the applicability of thalitative method for this study since

in this study the data is collected by face-to-faneerviews and via telephone

interviews. The aim is to reveal the actions of pames. Koskinen et al. (2005:24)

argues about the strengths of qualitative methatl @re is that qualitative research
offers one possibility to separate from theoretiaatl conceptual routines which are
steering the mainstream research. With qualitatesearch it is easier to collect the
needed or wanted data and for example the intergeestions can be formed again
during the research, if needed. (Koskinen et @520

Earlier there have been lots of discussion aboetsignificance and trustworthy of
qualitative methods in the field of different saies. Today it is unnecessary to discuss
whether the qualitative methods are enough useifililaalequate to produce information
from the topic of research. Qualitative methodsehbgen approved also in the field of
business sciences. (Alasuutari 1995, Koskinen et2@05, Metsdmuuronen 2005,
Silverman 2006, Yin 2003).
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In this study deductive reasoning is used, sinaanits to lead from generalisation to
conclusion of individual case. Deductive approacalso suitable for this thesis because
the structure aims for building a theoretical modglich will be tested empirically
(Maylor & Blackmon 2005). Gronfors (1985) and Uakit (1991) also states that
deductive reasoning begins with already existingotles and in the end there is
conclusion from these facts. In this study eargsearches made from the similar topic
presents the existing theories. From these faetshéoretical model is constructed and
the following empirical part will confirm or weakehe existing theories.

Yin (2003: 1) explains that using case studiesrégearch purposes has never been the
easiest way to conduct study, since the case $taslyong been as weak method among
other social science methods. When researchereteticconduct case study, researcher
must be ready for the critic about the method. Regpe critic and challenges which
case study retain, it was chosen as method forstbdy. Yin (2003) continues that as
research strategy, the case study is used in m@amisns to contribute our knowledge
about particular phenomenon. Yin (2003) states tase study have been common
research strategy in psychology, sociology, pdalitgcience and also in business. It has
also been used in economics to study a given ingdosteconomy in particular area. In
all of these situations the need for case studes $rom the aspiration to understand
some particular complex phenomena. (Yin 2003: 12)ddition Yin (2003: 2) says
that the case study method allows investigatoetaim the meaningful characteristics of
real-life events such as international relationaturation of industries or organizational
processes.

This study is researching particular complex phezrwon and the consequences of it.
According to Yin (2003: 13) case study is an encgiriinquiry that investigates a
contemporary phenomenon within its real-life cohtén (2003: 15) adds that case
study can be conducted and written with many dfiiermotives, including simple
presentation of individual cases or the aspiratiopresent broad generalizations based
on the case study findings. This study is not agrtim present broad generalizations
based on the case study findings, rather than iexghla consequences of contemporary
real-life phenomenon. According to Yin's (2003) idéfon for the case study, it was
rational choice for method in this study.
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4.2. Data collection

Data will be predominantly words in this thesis dimdlings will reveal the meaning of
those (Maylor & Blackmon 2005: 140). The empiridata will be collected from both
primary and secondary sources. The primary datssists of unstructured and semi-
structured interviews from the chosen SME’s. Theeriiewed persons are CEO’s,
Marketing Managers or other deciding level emplayadich are dealing with the
company’s marketing activities. The initial goalsv® interview 10 different persons
from different companies. This amount of interviewsuld have ensured enough
variation in the answers. Unfortunately, the tatamber of interviews was finally six
which contains five representatives of differenmpanies and one professional of
marketing interview. Interview of the professiowélmarketing was added to empirical
part to bring another point of view. The opiniomslasiews of the professional will also
add the variation of all answers. Answers of casapanies can also be compared to
answers of professional and this will add the diditlr of the interviews. The goal in
interviews could not be achieved, because of giiéiatulties to reach the right persons
and turning away of interviewees from already ded#rviews. There will be separate
introduction of case companies and professionamafketing in the beginning of
chapter 5.

It is clear that greater amount of companies wddde increased the reliability and
credibility of the research, but in this case thenber of interviews is still on acceptable
level. In this research the variation in responden&ckground increases the credibility
of this study. This data collecting method is clodecause of its flexibility and
capability to allow new questions to be broughtduping the interview as a result of
what the interviewee says. According to SyrjdlapAdn, Syrjalainen and Saari (1994:
86) interviews are well suitable method to colldata. Syrjala et al. (1994) continues
that when human is considered as sensing, thirkiglanguage using target, it is not
enough that information and data is collected thhoguestionnaire. This argument is
quite logic, but it explains why interviews, andrtpailarly semi-structured and
unstructured interviews were chosen for this regear

In these face-to-face interviews the structureasso highly structured. According to
Hirsjarvi, Lilkkanen, Remes and Sajavaara (1986:tb&)interviews are one of the most
typical methods for collecting data. Gronfors (19895-106) argues that there are
several different forms of interviews such as noedlive interview, theme interview,
and unstructured interview. All these are considees open interviews which



74

differentiate from the structured survey which @nducted with questionnaire. The
success of structured survey depends about theviewer's preparation and

standardization before the interview. In oppositestructured open interview exploit
the missing of standardization, when the role derviewer for the answers is

minimized. (Gronfors 1985). Silverman (2006:114)calstates that qualitative
interviewing is particularly useful as a researcletmd for accessing individuals
attitudes and values. Due to arguments of Syrjii.g1994), Hirsjarvi et al. (1986),

Gronfors (1985) and Silverman (2006), open thenerwiews were chosen for the data
collection method in this study.

The interviews are conducted on a one-on-one laaglsestimated to last about 45-60
minutes. The purpose of interviews is to unraveldhtions which company has done in
marketing during the recession. Telephone intersiewre also used as one method to
execute the interviews, in sense that it lowerskiiers to participate for this study

and it also saves time and resources. The subijeas dor interviews have been made
by assistance of previous studies and especialtaria thesis made by Jyrki Holappa

(1997). His master’s thesis guided the formulatdrsubject areas for interviews and

these subject areas also form the themes to antigzaterviews. These themes are
following:

» General view from the effects of recession.

» Effects of recession on product

» Effects of recession on price

» Effects of recession on distribution

» Effects of recession on promotion

» Effects of recession on marketing budget and fuiiews

Syrjala et al. (1994: 86) argues that interviewdat collection method are not the
easiest one and it requires good preparation mg@ishell as informatively. Syrjala et

al. (1994) continues that well constructed intawieutline can assist substantially in
entire research. Themes which are constructed ddefod can assist interviews to go
trough different themes with open questions, batesime stick to the point. Proficient

interview outline and relevant themes can furthaire study substantially and even
more those can open the analysis and interpretafithte research. (Syrjala et al. 1994).
In a sense of this argument, it is well justifieduse theme based interviews in this
study.
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The secondary data collecti@onsists of selecting relevant articles and colufmos
the topic and analyzing of financial statisticsnfrthe economic situation. Most of these
are available via internet. The purpose of the séany data is to support the collection
of the primary data. This procedure helps the pegpman for interviews and it also helps
that focus will stay on unravel the most importafdrmation.

4.3. Data analysis

In order to answer the research questions, theatell data needs to be thoroughly
analyzed. According to Koskinen et al. (2005: 22@) biggest mistake what researcher
can do, is to collect and describe a data withawupgr interpretation. Describing
research can produce new information, but if thfsrmation does not organize as one
part of the topics wholeness, its value can be mimberpretation is finally that part of
the study which makes the distinction for the edagysense. (Koskinen et al. 2005). In
this study content analysis is used as methodextual investigation. According to
Silverman (2006: 159) content analysis is widelgegted method of text analysis. In
content analysis researcher establishes a setefjarées and then count the number of
instances which fall into each category. Silvern2®06) continues that it is crucial in
content analysis, that the categories are preciseigh that other researchers would
arrive in same result with same material. In th&s/wcontent analysis pays attention for
the reliability and validity of the study. Gronfo($985: 161) also argues that content
analysis is well suitable method to analyze withlgative methods collected data.

One important phase in analyzing is to familiapzeperly with the collected data. That
is important because researcher must know weltite that he or she can pick up the
relevant information. (Koskinen et al. 2005: 2312R3n this study that means proper
lettering and reading the interviews. The secondiata needs to be also analyzed
properly to be able to find the most relevant infation about the interviews. After

analyzing the primary and secondary data, therkhailclear interpretation about the
results and answer for the main research problem.

Metsdmuuronen (2005: 109) states that credibility cesearch depends on validity and
reliability of the research. Research validity dam divided to external and internal
validity. External validity refers to generalizatiof the results to the other researches.
Internal validity is more related to research’s owalidity that is the target of
measurement the actual target what it was meanbeto(Metsdmuuronen 2005).
Marschan-Piekkari and Welch (2004: 465) argues\kdity in international business
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studies are in vital role since the validity isfidlilt to achieve in qualitative research. It
is difficult to achieve, because of differencesr@searcher and respondents cultural
assumptions. Other reason is that other sciergificimentation principles are socially
constructed and those differ across cultural arstitutional contexts. (Marschan-
Piekkari & Welch 2004). This validity issue was rated in this study since all the
respondents were Finnish.

According to Metsamuuronen (2005) and Syrjala e(1#8194) researcher has to use the
right terms and theories to increase the validRgsearcher has to make sure that the
research measures what it is meant to measurefuCatanning and use of correct
terms and relevant theories improve internal validif a research (Metsdmuuronen
2005: 57). In this thesis the external validitylviié measured by comparison to other
studies concerning the similar topic and the irdkwalidity will be measured by the use
of terms and theories. Internal validity will inese since the used terms and theories
are well known and been used in previous studibs 3tudy does not aim for broad
generalizations, but the results can be compareestdts of other studies. According to
definitions of Metsdmuuronen (2005), Syrjala et(4894) and Marschan-Piekkari and
Welch (2004), validity is on adequate level in thiigdy.

Reliability means repeatability of the study bieélescribed. According to Silverman
(2006: 282) reliability refers to the degree of sistency with which instances are
assigned to the same category by different obser&lverman (2006) continues that
criteria of reliability can be satisfied in non-auigative works by making the research
process transparent through describing researategyr and data analysis methods in a
sufficient way. It can be also satisfied by payattention to theoretical transparency
which interpretation takes place and shows howgtasluces particular interpretations.
Silverman (2006). According to Silverman’s (2008ywament, reliability in this thesis
was added, since there is clear transparency trohgle thesis.

When the study is reliable, then almost same restdn be achieved if the same
phenomenon and the consequences of that are stogliesing the same research type
(Metsamuuronen 2005:65). Challenges for reliabilityhis study increase the fact that
there are not so many exactly same type studies d@orrinland. The nature of the

recession also increases the challenges of refiatsince there is no one formula to

predict next recession or the amplitude of it. 89 &lmost every recession has been
different and the influence of recessions has dawbich means that same results are
almost impossible to achieve in following recessiofhese challenges are responded
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by the transparency (Silverman 2006: 282) of enliesis. This research is partly based
on previous studies about recession which incretmeseliability. Reliability of this
study increases also, because of the case compahes each of them represents
different industry. Reliability is also added byethinterview of professional of
marketing which brings different aspects on theltef the interviews.
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5.RESULTSOF THE EMPIRICAL STUDY

In this chapter the results of empirical study iateoduced and analyzed. Because the
case companies are anonymous, those are namedtdrg lef the alphabets starting
from A and ending to E. Interview of professionélnmarketing is included to analysis
of the case companies. Results are discussed lpgcsubf the interviews. There is also
short introduction of every case company in tharb@gg of the chapter.

5.1. Introduction of the case companies

Company A

Case company A is medium sized company which isabipg in wood industry. The
interviewed person in this company is Vice Predideh Marketing and Business
development. This company is operating in mainlyope and biggest market areas are
Nordic countries, Baltic countries, Russia and iBECarea with Czech Republic,
Hungary, Poland and Germany. The business is dilvidethat way that Finland
represents around ten percent of entire businesgahturnover. Main products of case
company A are different paper products and maitoousrs are consumers.

Company B

Interviewed person in company B is the co-foundethe Finnish company and today
he is also the CEO. Company B is operating in Exoence business and the main
products are personal hygiene products. Compaaopesating mainly in Finland and it
is exporting its products to Sweden, Russia anariizst 80 percent from the total
turnover comes from Finland and 20 percent comes fexporting. Main customer
group is consumers, but small amount of products aso sold to companies like
hotels.

Company C

Third case company is operating in furniture angbeater industry. The interviewee of
this company is CEO and one of the main owners@icbmpany. Company C is small
company and almost entire turnover compounds frben dusiness in Finland, but
company is also selling products to Japan. ExpgpitinJapan represents only 3 percent
from the company’s turnover, but company is aimiongincrease exporting. Main
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customers of company C are public organizations plrish unions, owners of value
properties and learning environments like univagsitProducts for consumers produce
around ten percent from annual turnover, but thahler is also increasing. Main

products of the company are furniture.

Company D

In this company the interviewee is marketing cooathhr and the industry is

manufacturing and selling of different flooringsor@pany D is operating in global

scale, but the business in Finland is in closetiogliahip with Sweden and the annual
turnover of Finland is only some percents from éhére business. Main customers of
this company are construction companies, architesttand assembly companies.
Consumers are also customers for this company apdugts are sold to consumers
through retailers. Products of this company corfsish different flooring systems and

requisite accessories.

Company E

Case company E’s representative is marketing manage the company itself is
operating in sports equipment business. Main basiaeea of this company is Central
Europe where Germany, Austria and Switzerlandraketal role. Finland is also one of
the main business areas, but products are soldalgolm everywhere. Around 40
percent from the annual turnover comes from expgrtiMain customers are big
retailers, sporting stores and special stores. Mand users of company E are
consumers. Products consist from different sporimg) clothing equipments.

Professional of marketing was also interviewed tfos thesis to give another aspect
from effects of recession. The views of interviewgafessional also increase the
credibility of the study. This interviewed persos c¢urrently working as CEO of
association which further the interests of advertisand Finnish companies which uses
advertising and marketing services. Person has Wweeking on this position around 10
years. Person has also gained experience from timgki@ previous working places
which have been in big consumer goods companies.
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5.2. Development in case companies during 2007-2010

In this part of the results there is descriptionowtb case companies and their

development during the years 2007-2010. This tieréod was chosen since it includes
different time periods. Time before recession weary2007 and year 2008 represents
the starting point of recession. In 2009 the impafctrecession started to occur in

different industries. 2010 is already a year whame companies started to recover and
grown again. 2011 was left out since the resutisifthis year are not yet complete.

Every company’s development is represented separaie unfortunately, the wanted
information from company D was not available. Frasompany C the wanted
information was neither available from year 2007hcei company changed its
accounting period as equal with calendar year.

First there is the development of company A.

Company A 2007 2008 2009 2010
Turnover m. € 861 930 890 938
Result m. € 35 42 93 50
Personnel 3300 3220 3150 3200

Table 3. Development of company A.

From table 3 it can be easily concluded that fresessionary years, year 2009 was the
hardest one in turnover, but it was good if theultes relatively and directly compared
to other years. From these numbers can also beedotihat the development of
employees is downwards from year 2007 to 200% #till good to remember that the
number of employees might vary tremendously fronmyn@asons in this size category
of companies. Representative of company said thgear 2009 company faced some
decrease in sales, but relatively compared to Y888 the difference was not so
significant. Representative also said that theam&s decrease marketing activities was
not in recession. Table 3 also proves that whaesgmtatives of all companies said in
general, that in 2010 there was already some reicgveoticed. Representative of
company A also said that their products are quid recession proof and that can be
also noticed from this table. As conclusion frommpany A could be stated that
recession did not have major influence on thegesahd turnover.
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Company B 2007 2008 2009 2010

Turnover m. € 14,7 16,8 18 20,5
Result m.€ 3,5 3,7 3,7 4,0
Personnel 35 40 42 45

Table 4. Development of company B.

Development of company B in tableshows that company has actually faced growth
from year 2007 to 2010. The development and groefthiurnover has been quite
standardized and these results do not indicate daipany would have faced any
problems in sales during these years. Number of@mes has also been growing from
year 2007. Representative of company stated tlegt dhe aiming for external growth
and that fact requires increasing the number ofleyeps. Growth of results has been
relatively compared almost equal during these ydarsduring year 2009 there was no
increase compared to year 2008. This might be Isecall recession since it started
during 2008, but the still company were able tarease its turnover. Table 4 can be
concluded as company’s representative put it; soesdid not have any major
influence on their sales and actually recession tias of growth. These numbers
partly prove that increasing of marketing actigtiean improve the companies’
performance during recession.

Company C’s development is described in table 5

Company C 2007 2008 2009 2010

Turnover m. € - 0,8 0,7 1,0
Result m. € - 0,064 0,025 -0,001
Personnel - 1 6 8

Table 5. Development of company C.

In the first place, table 5 indicates that develeptrin company C’s turnover has been
minor. Representative of company said that the [dpweent of turnover has increased
and decreased slightly during last years. Now tB© Gtates that company is seeking
external growth from international markets and thegnt to increase the annual
turnover above one million euros, for good. Devatept in amount of employees also
indicates that company is seeking for external ginoRepresentative of company said
that recession does not have influence on theulteesr sales, but these figures would
indicate that it might have some influence. Devalept in company’s result indicates
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partly that recession had some influence alread308. It is still difficult to analyze
whether the recession is the reason for decreasedt.r

Development of company E is described in table 6

Company E 2007 2008 2009 2010
Turnover m. € 30,9 28,9 26,3 27,7
Result m. € -1,5 -1,6 -0,2 0,8
Personnel 73 64 59 57

Table 6. Development of company E.

Company E’s turnover turned downwards already leetioe recession if the numbers of
2007 and 2008 are compared. Representative of ecoymgtated that other issues are
more important for them than recession. Weathere haajor role in the sales of
company E and that can be seen from the developoh¢mtnover in 2007 and 2008. In
2007 weather was not favourable for company E imti@é Europe and that had
immediate influence. The development in the amooinemployees indicates that
company did not have good result during years 2O, but too broad
generalizations from this development can not bden&hese figures partly prove that
some companies faced recover already in year 20d6€,to increased turnover and
positive result in 2010. Representative of compsiayed that they increased slightly
marketing activities during years 2009-2010. Thigghth had positive influence on
company’s result and turnover.

5.3. Results of the interviews

Results of the interviews are divided to differéimémes which are based on subject
areas of interviews. These themes were presentetiapter 4. First there is general
opinion about recession and after that every mememix element is covered
separately. Finally there is the change of markdtumdget and future views discussed.

5.3.1. General view from the effects of recession

Generally recession had only little effect on mogse companies and some of them
announced that during recession they noticed eweme spositive effects. There are
several reasons for this and there is some vanetlye answers due to different nature
of the case companies. Biggest differences betwkeese case companies relate to
nature of products, companies industry and targstommers. Recession had only little
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influence for the company A, because different pgpeducts are quite well recession-
proof. The CEO of company B said that recessionevah positive influence on their
sales, since the products are relatively affordallé he thinks that those products are
sold more than luxury products during recessiompr&sentatives of companies C and E
said also that during recession they noticed somweease of sales because their
products are high-quality products and the econasitication do not effect on their
customers. Only company D announced that recedsohnegative effect on their
company because their sales are in close relatitnoanstructing and in the beginning
of downturn many construction projects were posgigoor cancelled.

Already these answers show that recession cant effeously to different companies
and there is some disagreement in the reasons. \&dmepany B announces that reason
for increased sales arise from inexpensive produetand E states that high-quality
products are sold even more during economic downitiis obvious that the industry
determines a lot between these companies, but iherear difference in the opinion
about the effects.

Effects on marketing in general were also minorm@anies A and D are part of

consolidated corporation when the result of otheuntries had influence on entire

marketing budget. These companies faced some decreatheir marketing budget,

because corporation decided to cut the marketirgdt In company B recession did
not have major influence on marketing in generakldecause they have their own
channels like web pages and their own magazine. paogn C announced that

marketing in general have been initial stage beffloie recession that recession did not
have influence and company E said that their marigzes mostly based on sponsorship.
None of the case companies announced that recekammmajor influence on their

marketing, but it still had some influence.

Almost every company said that there were no mdijéerences between geographical
areas in the effects of recession. In company Besgmtative said that actually in one of
their main business areas, Estonia, had over 3epeincrease in their sales during
year 2008. Other companies announced that theyalchave notable differences in
sales decrease or increase between different gaugeh areas. All in all, case
companies faced only minor challenges and threatause of recession and they were
not forced to do any major changes in their manketiGeneral reaction for the
recession was that every marketing activity wasitsized more carefully and risky
investments were avoided. Case companies wantedtity marketing activities which
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they had been using before and they would knoweffext of those specific activities.
Companies also announced that other costs thameitpes from marketing were
monitored carefully. It could be said that careéds were increased among these
companies.

5.3.2. Effects of recession on product

Recession had only minor influence on product cbharand adjustments. All the case
companies announced that new product developmentnaodification of existing
products is must. Without continuous product depelent these companies would
disappear from the markets. Company A announceadéehbassion had indirect effect on
their product decisions when big retailers wantedrow the size of sales unit and then
the price would be more affordable. Company A asoided and postponed new
product launches, because they did not want todakeisks. Company D had increase
in their product portfolio during 2008, but the iease happened because of acquisition.
Earlier studies showed that product related dewssican play vital role in recession.
Product development found to be good cost duririggsgon and emphasis on that
matter also improved companies’ market share aleg séter recession.

According to professional of marketing product depenent and distribution channels
are investments which are difficult to change opsntirely. Professional of marketing
continues that recession rarely effect straighttloese elements, because those are
considered as fixed cost. These elements are alsidered as long-term investments,
but previous studies like Dugal & Morbey’s (1998search found that investing more
on R&D can have positive effect on sales even durgcession. Many of the case
companies are still executing R&D, but none of tremounced that they had increased
R&D investments. Case companies neither did adjuste old and already existing
products as reaction for recession. As conclusiom fproduct related decisions could
be said that case companies did not consider thaupt decisions as a solution for the
challenges of recession. Case companies wanteditdam their products mainly same
as before recession.

5.3.3. Effects of recession on price
Every case company of this thesis announced thagsseon did not have direct

influence on their pricing decisions. Prices welanged in some companies, but
recession was not the reason for that. Represemtaticompany A said that recession
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had indirect influence on their pricing due to prees from big retailers to lower the
prices. Representative continues that pricing adrba changed too much according to
recession since other elements which have influeone pricing like product
development are long-term investments. In otherdaodifferentiation in price is
difficult during recession since recession is shlort-term influencer. Company D’s
representative said that they increased the pncgear 2009, but the reason was not
the recession. They had to raise the prices shmae twas increase in the prices of raw
materials. Company B also raised the prices in 200%ree percent on average, but
their reason was the currency changes of euro #regehave sales in Sweden and some
other European countries which have different cuayehan euro. Companies C and E
said that recession did not have any influencéheir pricing decisions.

According to professional of marketing companiesndd easily change their pricing
during recession. Companies which changed and exhreir prices are the companies
which offer marketing and advertising services dtner companies. These companies
are forced to cut the prices that they can readihcapacity. This pricing is indirect
consequence from recession when companies tend txpenses from advertising and
marketing communication. On the other hand thidkif pricing in media offers a
chance for companies to get coverage with loweerggs. None of the case companies
announced that they would have used this oppoytuRiepresentative of company A
was well aware about the lower prices in advenjidiut they still did not use the
chance. This kind of decisions can be interpretedeneral caution which all of the
case companies had in decisions when recessiom rega08.

5.3.4. Effects of recession on distribution

According to previous studies recession has orttie leffect on distribution related
decisions. As mentioned earlier, in general comggnonsider distribution channels as
long-term investments and those are difficult targye in short-term. For these case
companies’ recession had also only little effecomPany A announced that they
wanted to make some cuts for expenses but theseveme not directed to distribution
channels. Company A made some cuts on adminigratists with some limitations for
travelling and with recruiting prohibition. Reasfam this is that the products still needs
to be delivered for customers and that can notitvendshed or otherwise customers
will suffer from the expense cuttings. Represemgatf company B said that there is
always a need to decrease expenses, but they diemdirect these on distribution
channels. Actually company B found that recessiaa Ipositive effect on their



86

distribution decisions when the companies in laggsbusiness were even eager to
negotiate about contracts and prices of logistesises. Company B did not have to
make any major changes in distribution decisiortsaibse of recession.

Company C announced that they actually increaseid $hles channels for consumers.
They used more big retailers in furniture busin@sseach even more consumers, but
this decision was not a consequence from recesBiecession did not have negative
impact on distribution decisions in company C and ceason for that is that they have
done long co-operation with same partners. Comj@anyade one big decision in 2008

when they shutdown one factory in Sweden and theyech the production to already

existing factory in Netherlands. According to regaetative this decisions was not
influenced by recession and it was made in ordendke some general cost cutting and
to concentrate the production to most suitabletiona. Representative of company E
said that they are in lucky position that they weo¢ forced to make any changes for
distribution.

From these answers can be concluded same kindnofusion like from the previous
studies; recession has only little effect on disttion decisions. Most of the case
companies still admit that most of the time codsare on table. These cost cuts are
just not usually directed to distribution channaigl logistics, because companies are
afraid that customer might suffer from these cgtinOnly company B announced that
recession had positive effect on their distributéom logistics. On the other hand, none
of the companies announced that they tried to miffiéate their distribution to achieve
competitive advantage. Companies’ careful attitboards any investment during
recession might have strong influence for this eratt

5.3.5. Effects of recession on promotion

Promotion and marketing communication are usudiéyfirst elements which can feel
the cuttings of costs during economic downturn.fésional of marketing agrees this
general view and adds that this also started d0ag. In the beginning of downturn
companies started to cut expenses from adverteitigmarketing communication, but
companies also started to seek other, less exmensiethods for communication.
According to professional of marketing this recessspeeded up that companies started
to use more electric channels and social mediaam tommunication. Even though the
recession has speeded up the change of adverasthgnarketing communication, the
change is happening all the time from traditionahrinels towards more electric
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channels and social media. Previous studies haweegr that companies should
consider promotion thoroughly during recession. 8ahthe previous (Roberts 2003,
Koksal & Ozgil 2007) studies have found that emijsivag of advertising and
marketing communication can have positive effectcompanies’ performance during
recession and after it.

Case companies said that they have not made aror mtanges to promotion related
decisions. Company A again faced the pressuregfdinilers in promotional aspect
when they wanted more promotional activities towacdnsumers. Company A also
assumes that promotional activities like sales mton, gifts, free samples and
competitions will bring profits faster than traditial media advertising which will
strengthen the brand. This is still quite contrei@rwhen company same time says that
they were also very careful in investing sales mtom and this was straight
consequence from recession. There was no majoircptemotion activities, but every
spend euro on these activities were scrutinizedersarefully in company A. Training
of employees were cut from year 2008, because ¢heflis of training are so hard to
measure according to company A.

Company B announced that they made some changégitgoromotion during years
2008-2010, but the changes were not made becauseeassion. They have their own
web pages which are the main form of their advedisand the release of new web
pages happened same time when economic downtutedstAnother way of marketing
for company B is their own magazine and they didmade any changes for that. Sales
promotion activities like free samples, gifts, catipons and product demonstrations
are normal activities for them and they did not mady changes for those activities.
Representative of company B said that they are gihgnand modifying their
promotional activities all the time somehow, butassion did not have any influence
on that. Actually they saw growth of sales in yedfB08-2010 and representative
continues that recession have had only positivecetin their sales.

Companies C, D and E said that pure advertisingptsin big role in their marketing
and they also said that there were no major chamgeke in advertising and marketing
communication. Representative of company C saitl ddaertising is not their main
channel to reach their customers and they actuattyeased the amount of press
releases. Company C had done their marketing thrpagsonal connections before, but
now it is changing more due to new CEO. Recessidnndt have influence on the
matter that company is increasing its marketingvaiets. In company D recession had
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influence that they started to scrutinize more fcdlgethe costs of promotion material
and advertising. One main channel to promote tpeaducts for company D is the
model folders which also construct the main cogheir promotion activities. Company
D have counted more carefully the amount of thesdehfolders and in general they
have considered of reducing the promotion costsdnsforming those to electric form.
Another change in their promotion is that they @b go in fair trades and that decision
is also made in sense to achieve some savingomagtion costs. These changes were
made because of recession.

Company E announces that they do not have to peorttodir products through
advertising, because their products are well knémtand. Company E’s products are
also so well promoted through retailers that they mbt need their own separate
advertising and that is the reason that recessadrohly little effect on their advertising
decisions. Controversial still is that company EB@mces that they wanted to add their
presence in different fair trades and they considas very important, as same time
company D announced that they wanted to cut expeinge that activity. One reason
for that difference might be that there is diffdreamount of fair trades between
different industries. Companies’ promotion strategyurally has strong impact on this
matter. Using of different promotional activitiegkd gifts, competitions and free
samples happens through retailers and there havée®m any changes because of
recession. Sponsorship is one of the main actsvidfecompany E and that has been also
scrutinized more carefully and the targets of spostip have been selected accurately
because of recession. Company E made some adjustfoertheir promotion strategy
because of recession, but there were not any roagrges.

The view of professional of marketing could be s@emmany of these companies.
Marketing communication is usually the first plasere companies cut expenses,
because that is the easiest part to make somengattised assets are usually
scrutinized more and more carefully and this wa®e aleen from the case companies
down the line. In promotion activities carefulnesal small cuts in the expenses prove
that recession had some influence on case compar@sotion decisions. Positive
effects from added promotion activities during s=ten were found from previous
studies (Roberts 2003, Koksal & Ozgul 2007) andt’shavhy companies should
consider emphasising promotional activities. On thteer hand, professional of
marketing said that often the economic situationarhpany does not enable to increase
the promotion budget during recession.
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5.3.6. Effects of recession on marketing budgetfahde views

Case companies were asked that did the total niagkbudget face some changes
because of recession. Two out of five said thag the the marketing budget and other
three announced that they increased the marketundgds in years 2008-2010.

Companies A and D announced that they decreasedmiw&eting budget and

companies B, C and E said that they have increifigecharketing budget.

Representative of company A said that 2008 and 2009any made smaller cuttings
than in year 2010. According to representative oeder the bigger retrenchment in
2010 was not because of recession. Reason forwhatin company’s long-term

strategy and recession had only small influencethat matter. These retrenchment
activities were not made in a sense to achieve spamgcular effect. Company’s

representative continues that cost efficiency amdui@cy were emphasised in
company’s activities during recession. In genetampany did not try to achieve any
specific effects with moderately changed marketinfjvities. Aim was only to achieve

some cost savings in general. Company A’s resudt @ofits were neither changed
dramatically during years 2008-2010 compared te toefore recession.

In company D representative mentioned that theytleat expenses from marketing
budget in years 2008-2010. According to represemtahese retrenchment activities
were not targeted to one specific area, rather thditing the entire budget. The final
decision was left to marketing coordinator of Firdawhich could choose the specific
targets for retrenchment. Company D believes thedd retrenchment activities do not
have any major influence on company or its profséame time they think that when
marketing budget is decreased, many mumbo-jumbmandense activities are cut out.
These activities are usually done only because eomphave loose assets during
economic boom. Finally company D’s representatiegssthat it is much more
important that sales representatives have apptepoals which they can use than use
assets on other marketing activities.

Company B’s representative said that they actuistyeased the marketing budget
during years 2008-2010 compared to years befoessgun started. The main reason for
the increase of marketing budget was in long tetrategy which aims to external
growth. Recession was not the major reason why eompncreased the marketing
budget, but actually company B have faced growttuinover and also in profits during
these recessionary years. Even more detailed,an 3@09 company achieved its best
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result ever. In other words, recession has beea timgrowth for company B even
though they have not made small changes to therketiag activities because of
recession.

Company C and E also announced that they havetlgligitreased their marketing
budget during years 2008-2010. In company C thexmeason for the increase is that
they have new strategies for the future. Theinagiais also to achieve some external
growth since so far the company’s turnover and ncastomers have been somewhat
same last years. They have increased the markaiithget and they have started to seek
new customers from new customer segments andgHahg-term strategy. Recession
did not have influence on those long term decisi®epresentative continues that these
increases in marketing budget and activities do diogctly effect on their old
customers, but they hope that they will reach nestemtial customers with the
increased marketing activities like press releasespresence in social media.

Company E said that their marketing budget haveeased because it is in immediate
relationship with turnover. Their turnover has grosglightly and that’'s why they have
also increased marketing budget. According to egretive of company E recession
did not have direct influence on their marketinglfpet. Representative continues that
the measurability of benefits from specific markgtactivities like advertising is very
difficult. Company E thinks that it is natural th#tey invest more on marketing
activities if company’s turnover is growing likenthg these recessionary years.

Many of case companies state that their markesnghanging after and during this
recession, but recession is not the reason focllhages. Company A’s representative
say that they do not actually know that which diet marketing in general is heading
for. In their thoughts the role of consumers iswjny and companies can not anymore
rely only on pull strategy and waiting for that somer will react for that. Today
consumers can get information from companies amutymts through electronic
channels in any time and place they want. Socialianand electronic channels have
enabled the increase in customer’s role. Accoriingompany A, we are in breaking
point and no one knows how the role of marketinllj efiange in few years. This is the
reason why they do not know by themselves that theiv own marketing will change.

In general the representative believes that remessi a threat and opportunity for
companies. Opportunity it is because there is @eatence from the recession of 90’s
that companies which can invest more on marketurgnd recession will increase their
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market share. Threat it is because in general coesicome more cautious with
spending and that can have effect on companiesconpany A opinion is that
companies should focus on the core business andllcuhnecessary activities away
during recession. Recession is also consideregpariinity because then companies
need to challenge the efficiency of their actiwtighether it is marketing or not.

In companies B,C and E marketing in general wabathange and the main reason is
not recession. In company B the reason for the gdani marketing activities is the
need to develop their own marketing channels. mgamy B, own web pages and their
own magazine are the main channels and companysuamtevelop these channels to
more interactive. Company wants to be in closerattiton with customers and collect
more information from customers about their produtt other words, recession is not
the reason for this change of marketing activiiescompany B recession is seen more
as opportunity for companies since companies negad trough their own activities and
consider the effectiveness of those. For compangcBssion has always been fortunate
period because their products are relatively afiblel and consumers can afford to buy
their products. CEO of company B finally states shene as in company A, that general
effectiveness of every activity should be emphaki&ing recession.

In company C the reason to change marketing aesvis in general growth objectives.

Company is aiming external growth in internatiomarkets and that is the reason why
they are increasing marketing activities in genévidrketing activities are not changing

so radically, but the frequency of used marketictiyaies is growing. Company is also

ready to modify their products in a sense thatrim@gonal penetration is easier. For
company C recession had only minor influence ardidtnot have influence on their

future plans either.

In company C recession is considered both as tlam@topportunity and reasons are
same as in company A and B. Threat it is becaudieettly recession can effect on
companies general income level and opportunitysitbecause recession offers a
possibility to grow. According to company C’s repeatative they have good chances
to grow since there is always a market for higlegpand high quality products, whether
it is economic downturn or not. This answer is gubnflicting with the answers of
company B and E which emphasises the successabivedy affordable products during
recession. In company C general opinion is thaindurecession it is important to keep
in customers mind and emphasise the existence ofpoaducts and services.
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Company E will also change their marketing actegtiafter this year and the main
reason for that is the development of their genstategy. Marketing activities are
changed also because they are changing the coopecampanies. Recession did not
have any major influence on these decisions. Rexess seen more as opportunity in
company E because it gives good reason to pickhapskack and allocate resources
better. These actions will cut the unnecessaryities and enhance the performance of
the company. According to representative of comp@any is important to encourage
consumers for spending to avoid the boost of ecamodownturn. In the end
representative states that their marketing aatwitn Finland are concentrating more to
strength the brand and activities in internationzdrkets are focusing to achieve
penetration in new market areas.

In company D situation is expectant and the redsoim current situation of entire
world’s economy. Company’s representative says ttn@y do not know exactly how
economic situation will develop in the near futute.the economic situation will
develop negatively it can also occur in company&kating budget in the future, but in
next year there will not be any major changes. GowD considers recession only as
threat as they are operating in construction inglushd there economic downturn can
only mean threat. According to representative roesusually occur first in the
construction business and the construction in geecreases. Company D emphasises
the meaning of sales persons during recession getially the tools of sales persons.
They think that it is vital for the company thatesarepresentatives have proper and
supporting tools in their job. Marketing in theiorssideration means the support for
sales persons and that is quite conflicting witle tpinion that some marketing
activities are nonsense. Conflicting is also tl@mhpany D announces that they do not
want to cut expenses from marketing activities Wisapport sales persons.

According to professional of marketing the gendireé of marketing has changed all
the time, not because of recession. Biggest inflaefor the change is the development
of communication channels. Today consumers andowwess can use electronic
channels to find information, products and serviddsgey are not anymore dependent
about time and place rather than having more cbnlifus view is in same line with
company A’s representative and they also sharsdahee opinion that social media has
also increased the role of consumers. In generaldement of marketing this might
mean opportunities for varying range of companies, just for those who can invest
lots of assets on pull strategy and advertisingfdsional of marketing emphasises that
recession had only minor or no role at all for theselopment.
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Professional of marketing says that recessionme tf opportunities for most of the
companies. During the recession marketing commtiaitas the way how companies
can differentiate themselves from competitors aedession is time for make the
difference. Professional continues that there isyngod examples in Finland from the
recession of 90’'s when some companies increasedrtiaeketing activities and they
faced increase of sales or market share. KotleitGaslione (2009) also argues that time
of recession is time opportunities. There are alsmlies from other countries which
have same kind of result that companies emphasisaudseting will keep or increase
their market share. Professional of marketing cas more that important is to
observe competitors and their actions and thenidenghanges in own marketing
activities. In the end, the professional of mamkgtieminds that even though history has
clear evidence that increased marketing activideas improve the performance of
companies in most of the cases companies do netdwva resources to do that.
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6. SUMMARY AND CONCLUSION

This chapter makes the final summary about theystind concludes entire thesis. From
the results of empirical part there is given thacgical implications for managerial level
considerations. In the end of the chapter theresuggestions for future research
possibilities concerning same topic.

6.1. Summary of study

This thesis was researching that how recessiostaften companies from the marketing
point of view. Recession as phenomenon is multietisonal and recently it has been
topical theme in news papers and media around trewOrigin for this thesis came
from the column of Cilla Bhose (2009) in Kauppaiehlich was discussing about the
marketing investments of Finnish SME’s. In the cotuthere were opinions of CEO’s
from big marketing and advertising agencies whield ghat most of the Finnish
companies do not consider marketing as long-tenasiment rather than cost. When
companies consider marketing as occasional cots clear that they can easily cut the
expenses from marketing activities when the econgmeriod is not most favourable.
This column was made on the basis what happeneddsirin 2008 when world wide
economy started to turn downward and this raisedriterest of researcher. Topic came
even more interesting, because there had been soade researches earlier and those
had found that increased marketing activities oap ko survive better from recession.
From this point of view the research gap for tleisearch was clear.

The purpose of this research was to study if congsaare affected from the recession
and if their marketing related decisions were cleandue to recession. Aim of this
thesis was to study through case companies if coiepachange their marketing
activities in a particular way to achieve some #peeffect. Based on this purpose the
research problem was conducted and it was that

Will companies change or adjust their marketingh\aiiés due to recession to survive
better from it?

In every thesis the research problem is linked \hth objectives of the study. In this
thesis the objectives were divided to theoreticad ampirical objectives. Theoretical
objectives were:
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« To analyse and compare relevant and similar studeggerning marketing
activities during recession

e To construct from previous studies and from markgetiiterature theoretical
model of possible adjustments in marketing aceésitiuring recession

Empirical objectives are:

* To interview decision makers of case companies tathmieffects of recession
on companies marketing activities during 2008-2010

* To analyse the results of the empirical study amwhgare them to theoretical
model

First theoretical objective was approached by gatgesimilar studies from electronic
sources of University of Vaasa and Helsinki SchafoEconomics. Libraries were also
used from these universities to find similar stedieom traditional sources. Many of
similar studies were drop out because of the ages#arch. In the analysing of studies
from similar topic, there were found not so manydsts which would have focused
purely on marketing mix elements during recesskiinally nine studies concerning
similar topic were chosen to closer scrutiny. Akk$e nine studies were finally chosen
for constructing the theoretical model. These sidepresent four different countries
and two different continents. The level of interoaalization in previous studies was
good, but if there would have been found relevaumdys from Asian country, it would
have increased the level of internationalizatioerevnore. After all, analysing and
choosing of relevant previous studies were condlgteperly.

For the second theoretical objective the basiaditee of marketing management
offered the basis. Marketing itself as a concemt tHreory is too wide to handle in
master’s thesis and that is the reason why thealiiee was limited to marketing mix.
Entire Marketing mix theory is also wide, but instlihesis the analysis of marketing
mix was concentrating to most relevant parts of elements which emphasises during
recession. One previous study which was conducyedlytki Holappa (1997) took the
marketing mix elements as a base for theoretical ad this also assisted in the
constructing and choosing the basic literaturdnis thesis. Marketing mix theory is one
of the most notorious theories in the field of nenkg which means that it is well
known in the academic as well as in business fieRlsillip Kotlers and Gary
Armstrong’sPrinciples of Marketing2006) were used mostly as a basic theory for this
thesis.
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Constructing the theoretical model from previousdsts and basic literature of
marketing management was conducted well. One of ldiggest challenges in
constructing of general theoretical model was thtume of recession. Recession is
always a unique when it occurs and that is incngatiie challenge to create general
theoretical model for the possible adjustments arketing activities. Previous studies
and the relevance of those offered a great asswiristructing phase and in the end the
created theoretical model is rational and propeso Ttheoretical objectives were
achieved in this thesis.

Empirical objectives of this study were also divdder two separate objectives and the
first one was approached first by the selectiopasfsible case companies. The selection
procedure was conducted with assistance of newsrpapompany reports, economic
journals and magazines which offered informatiomutbcompanies. These sources
offered information that how companies are reactmgecession in general and that
information helped in mapping of potential case pames. Potential companies for
interviews were contacted by phone to get persooraiact with decision maker. All the
answers and persons were guaranteed to keep anosyimdahis study and that fact
helped out to achieve adequate amount of interviews

Finally five companies with different size and fratifferent industries were included
for the empirical part of study. In addition thevas also an interview of professional of
marketing included for the empirical study to giwere credibility and variety for the
answers and for entire study. The selection ofgasibnal of marketing was done by
scrutinizing different organizations, associati@ml academies and the staff of those
institutes. Finally proper person for this role wiasnd and person finally agreed to
participate for this study from neutral point oéwi.

After the selection procedure the selected persaie interviewed by face-to-face and
some of them were interviewed via telephone dudimited time and resources.

Interviews were executed between May and Augug0ill. Subject areas for personal
interviews were partly based on the previous stoflyyrki Holappa (1997) and his

master’s thesis assisted in the construction psooésnterview questions. Interviews
were semi-structured which does not restrict thenans of interviewed persons and it
also guarantees the minimal role of interviewethie answers. All the interviews were
made in decent time frame to guarantee the relevaricanswers. Selection and
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execution of the interviews were done adequately @at fact enabled the proper
analysis of the interviews.

6.1.1. Summary of results

In general all the case companies announced inviates only minor or no changes at
all in their marketing activities due to recessiorhere were neither any major
adjustments made in marketing activities to achiswme specific effect. On general
level case companies came more cautious with desisand investment. Cautious
attitude was not directed only to marketing adegtrather than to entire business. Big
decisions and investments were postponed and dueacgfion was scrutinized more
carefully. In the interviews representatives regdaihat some changes were made in
marketing activities during recession, but in mafsthe cases recession was not reason
for changes. Some of the companies faced indindicieince from other parties of their
network and that's why were forced to do some chang

Representatives of case companies also announatethdy do not consider recession
as big threat and that kind of influencer that theuld have to change their marketing
activities. Other way round, representatives docooisider recession as big opportunity
which is time for big investments. They consideresssion more as opportunity to cut
expenses from unnecessary activities, but notrae period to increase marketing
activities and marketing budget. Many of interviemgersons admit and are aware
about the possibilities of recession which histbag shown. Still, these companies do
not increase marketing activities or marketing midduring recession and reason for
that is in inadequate resources or lack couraggfessional of marketing also argued
that in most of the cases companies are aware aheupossibilities of increased
marketing activities during recession, but theyndb have enough resources or courage
to increase it.

Case company A’s marketing activities remained almon same level as before
economic downturn, but it was slightly decreasadorbduct related decisions company
made some adjustments because of indirect influéoce retailers which wanted to

have bigger sales packages, so company adjustedizbeof sales units. Product
development was done normally as before recessidrother changes were not made
on product related decisions. Pricing was also gédrslightly because of pressures
from retailers to make the sales units bigger wihenprice would also appear cheaper.
Recession is not the reason to make changes fangrnn long-run, but in this case
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recession had indirect influence on pricing. Disition was not changed in company
A, because they consider it as long-term investnaaat anyway products need to be
delivered for customers. Promotion related decsiaere influenced directly because
of recession and company A considered more cayettudl used sales promotion tools.
Company tried to cut expenses from samples, cotgpetj gifts and product
promotions. Clear decrease was also in sales pewh employees training, because
benefits from this action are difficult to measuaad it is more like long-term
investment.

All in all, company A slightly decreased its maiket activities and marketing budget
during years 2008-2010. Company’s representatilleemninds that recession was not
major reason for changes rather than having indinflcaence from other participants of
their network. Company A’s products are also quiedl recession-proof, which means
that business cycles do not affect so much on teswmption of their products.
Company A announced that they tried to cut expefre®s administrative costs like
travelling and recruiting. In general, the biggéstiuence of recession was that
company scrutinized more carefully every actionethler it was marketing or not.
There was some inconsistency in the company’s opimiwhen they announced that
long-term investments can not be changed duringsseon to have short-term effects.
Training of employees is commonly considered ag-i@mm investment, but company
A wanted to cut expenses from this activity. Thase proves that cutting the expenses
might have bigger role in economic downturn in gahand the targets of cuttings can
vary.

Case company B increased its marketing activitieend recession, but the CEO of the
company announced that recession was not majoonefas the changes. Company
faced even increase of sales and growth of turnduneng years of economic downturn.

Company’s CEO said that economic downturns usuwlye been beneficial for them

since they have not faced any major decrease e$ salturnover. According to CEO

reason for this lies behind of their products sitiotese are moderately affordable and
that's why consumers will buy those even more durough economic periods. CEO

continues that big investment decisions are momalye@ostponed when times are
unstable, but their products are still acquiredpdeshe stage of economy. This view is
consistent with the professional of marketing wheo astates that state of economy
rarely have big influence on buying decisions sashcosmetics. Actually economic

downturn can have positive effect on the saledfof@dable products, which are bought
as refreshing and cheerful goods, such as persosaletics and magazines.
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Company B has their own channels which they aretlgpnasing to promote and

advertise their products. These channels are theim web pages and their own
magazine, which means that they do not use so rextenal marketing activities like

advertising through advertising agency. Company &8 ktill developed their own

marketing activities and they have increased marfgdtudget. In product development
company was developing new products and produ@goats, but timing of these
happened to be same time with recession. This coyngl@anged their pricing by small
increase in general prices, but this was done Isecaluicurrency changes in Europe.

In distribution decisions company B did not makg ahanges, but they said that it was
easier to negotiate about contracts and pricesusecof recession. Promotion was also
increased as they were developing new web pagdasgduvecession and that also
happened to be same time with rough economic pe@titer sales promotion tools as
free samples, gifts, competitions and product ptwne were used as normal and the
amount of those were slightly increased. Changetemaere not so big, but company B
announced that they increased their marketing dutigeng years 2008-2010. CEO of
the company still reminds that the increase in miamg activities was not made
because of recession. Increase in marketing aesvivas made, because of general
strategy which aims to external growth.

In case company C marketing activities were alsghl increased. As well as in

company B, reason was not the recession. Compasyepresentative said that main
reason for increased marketing activities was theelbpment in company’s staff.
Before new CEO, company C had done the marketingtlyndrough personal

relationships. New CEO has developed general giydte the company and that aims
for external growth. For many years company havenben same, relatively stable,
level in turnover. New CEO has created strategyre/l@mpany grows for another
level, for good and that has been the main reasomérease in marketing activities.

Product development was done all the time in com@uring the recession, because
without new product development they would fade yaivam the markets. In pricing
there were no changes made, but in distributicsited| decisions company added sales
channels through big furniture retailer. Companin€eased their promotion activities
by adding presence in social media and they inetkasnount of international press
releases. The latter one have already increasedkrtb@ledge about their name in
international markets. CEO of the company said thaéssion and usually economic
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cycles have only small effect on their activiti€EO also believes that the increased
marketing activities have not influenced on théd customers, since they have known
the company for long time. CEO continues that holpefthese added marketing
activities will bring new customers and it will &tsn international markets.

Opinions of company B and E are slightly inconsgisteith the opinion with company

C’s representative. Company C’s representativekghthat high-end and high quality

products have always markets despite the statecafoeny. Company B’s and E’s

representatives think that affordable products helways good markets, even though
there would be economic decline. They justify th@nmn in a same way as do

professional of marketing; big investments are pas¢d more easily during recession
than relatively affordable products. These diffeesare explained partly by totally
different industries where companies are operating.the end, company C’s

representative also state that recession was aebmefor changes made in marketing
activities.

Case company D is totally different from other casenpanies since they consider
recession only as threat. Threat it is, becausgpaomnD is operating in business area
which is highly linked to construction business.n@@any D’s representative said that
recession had negative influence on their compameghe level of sales turned down
alongside level of general construction. When salesed down, company had to also
cut expenses from marketing activities and codtesé cuttings were not so big after all
and company’s general opinion is that decrease afketing activities have not
influenced on sales.

Product development was done as before recesswyeaar 2008 also in company D.

The product category was increased through intemelt acquisition, but this was not

made because of recession. Pricing was not chahgety recession since that element
is mostly changed because of growth in price of naaterials. Company D made one
big change in distribution by shutting down onetdag in Sweden and moving the

production to Netherlands. Main reason for this was concentration of production,

not in recession.

Promotion activities were cut during recession byparticipating to fair trades and the
amount of used sales promotion tools like sampgeéts and product promotions were
also decreased. According to representative of eny the total marketing budget
were decreased during years 2008-2010. Opiniorowipany D is that by cutting the
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marketing budget lots of nonsense and mumbo-jursbout off. These unnecessary
nonsense marketing activities are done in compaowlipwhen they have extra assets.

Company E increased their marketing budget slightlying recession, because their
turnover increased also and that enabled to gr@vmhrketing budget. Company E
have general strategy where company is achieviagityrin international markets and
this was the main driver for increase of marketigget. Representative of company E
said that recession does not directly effect tar dedes and sometimes it can even have
positive effect. Recession can effect positivelyctonpany’s sales because expensive
investments like cars and houses are postponedhéiutrelatively affordable products
are still bought. According to representative, eoners can invest even more on
company E’s well-being products during rough ecoiormeriod. Representative
continues that weather has the biggest influencéhem sales and recession does not
have that big influence.

Company E kept the product development going opitkethe economic downturn and

they did not made any adjustments on their exigbiroglucts. This was same as all of
the other case companies that product developnmemudsnto go on despite the state of
economy or otherwise company will die from insidRepresentative of company E

announced that they were not forced to do any awafay pricing and distribution.

Company E increased promotion activities by indreaghe presence in trade fairs and
especially in those one which have professionadgesSpromotion tools such as free
samples, gifts and competitions were slightly iases, but the use of these happens
through retailers. Sponsorship is also in importafte for company E and they wanted
to define more the existing targets of sponsorsmg possible coming targets for
sponsorship. Finally, the representative of comparsyate that they increased the total
amount of marketing activities, but the reason wageneral strategy. According to
representative the benefits from increased marfetutivities are difficult to measure
and that is the reason why company does not inerénees marketing budget especially
during recession.

All the answers from the case companies were méther to have clear picture about
the changes. These changes are described in tlee7tabhe last column describes the
total amount of marketing activities.
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Company Product Price Distribution | Promotion | Marketing
activities
A Changed Changed Not changed Changed Decreased
B Changed Not changedNot changed Changed Increased
C Changed Changed Not changed Changed Increased
D Changed Changed Not changed Changed Decreased
E Not changed Not changed\Not changed Changed Increased

Table 7. Summary of changes in marketing activities.

6.2. Conclusion

All the answers from case companies prove thatseeoe do not have significant
influence on the companies marketing activities. these companies other factors than
recession has more significant role. General gfyatéed marketing strategy are in vital
role when companies consider of making some changlest of the companies
announced that recession was not the reason fogased marketing activities. Only
company D announced that recession had that kimflaénce that they decided to cut
expenses from marketing activities. Companies wilskghtly increased marketing
activities and marketing budget announced that rgés¢rategy was the reason. These
companies were achieving external growth and sohthemn were striving growth in
international markets. Results of this study inticthat other factors than recession
have more significant role in companies marketictiyvaies related decisions.

Despite the minor significance of recession in #iigly, there are still some signs that
increased marketing activities can have positiviecef Company B increased its
marketing budget and activities during years 20082and it faced the growth of sales
and turnover. CEO of the company said that recessas not the reason for changes,
but company still increased its activities and utned out to have positive effect.
Professional of marketing stated that recessiortiinge for make the difference.
Recession is time period when many companies duheu marketing activities which
means also that they are out of sight and out ofdmThis activity opens possibilities
for other companies to achieve more visibility wldss effort and this company B
actually did. Even though CEO said that increasaabivities were minor, it assisted
company B to grow in sales and turnover. This cagdeates that companies should at
least consider increasing of marketing activitiagr recession. Activities can also be
increased without increasing of marketing budgeptigritization.
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In this study, theoretical model about the possiti@nges during recession were
constructed based on earlier studies and markétergture. This theoretical model
suggested that companies are always affected ®ynektand internal factors. Model
also suggested that during recession companieddshonsider changes in marketing
mix elements to be able to face the challengesa#ssion. These changes are based on
earlier studies which have some empirical evidextmaut the positive effect. Suggested
changes were following:

M
| PRODUCT PRICE DISTRIBUTION PROMOTION

= |
| Ed\ Maintaining or increasing new  Price changes, in either Rationalization of MMaintaining or increasing I
| i product development and R&D  direction, should be done physical distribution advertising and sales |
| @ consistently with other e . .

%2 Adding perceived quality of elements Maintaining or increasing |
| QO  products and services communication activities |
[ |
o -

IMPROVED CHANCE TO FACE THE CHALLENGES OF RECESSION

Figure 14. Suggested changes in marketing mix elements.

As mentioned before, none of the companies annaluhed recession was the reason to
make the changes for marketing activities. Casepemies did not made these changes
almost not at all. All the case companies maintiitiee product development, but
reason for that were in general strategies. Onky tlompanies which increased
marketing activities, partly made the changes wnmmtion element by increasing the
amount of sales promotion such as free samplets, gibmpetitions and product
promotions. None of the companies increased adumggti but company B partly
increased its communication by developing new wersif their web pages and web
store. All the companies said that recession didhawe major influence on sales or
turnover and changes were not made due to facelthéenges of recession. It also
means that companies did not considered the receasithat big threat that they would
need to change the marketing activities.

Suggested changes were executed by very low pagenh case companies. Only
companies B and E partly executed these changese Hne no revised suggestions for
the possible changes, because these changes icarapanies were only minor. This
study proves that recession is difficult to studypsaenomenon, because the results can
vary tremendously between different recessionsallyinthe last objective was fulfilled
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adequately and this research also answered forrabearch problem. Too broad
generalisations can not be concluded from thisystidce the scope of the study. As
final conclusion can be stated that companies daimange marketing activities due to
recession and other factors have more influencemnpanies and their marketing
activities.

6.3. Practical implications

Managerial level implications are difficult to dedé for time period of economic

turbulence, because the nature of the phenomenenstéated many times before,
recessions are almost every time different. Paekial. (2003: 705-706) have argued
that there is no correlation between the lengtlamfexpansion and the length of the
preceding recession. After examining the busingstes on last century Parkin et al.
(2003) state that there is no one model or simpf@a@ation for the business cycle. In
addition they mention that at this moment therenésavailable way how the next

turning point could be forecasted. These pointscatd that how difficult phenomenon

recession is and that's why managerial level ingbions are also difficult to suggest.

Final conclusion from this study was that othetdex than recession have more effect
on companies. Still, some of the changes made by campanies can be developed.
Company B increased its marketing activities duryegrs 2008-2010 and company
also faced increase of sales and turnover. Accgrttircompany’s CEO the reason for
changes were not in recession, but still the irselaad positive effect. Increase of
marketing activities in company B happened mosilypiomotion element by adding
more communication with customers and adding splesnotions. Professional of
marketing stated that many times the real situatma budget does not allow
companies to increase marketing activities. As maetl before, increasing of
marketing activities does not necessarily requieeihcrease of budget.

One way to execute innovative and affordable margeis guerrilla marketing. Jari
Parantainen (2007) introduces the main idea anid pasciples of guerrilla marketing

in his bookSissimarkkinointi According to Parantainen (2007: 19) marketer wh&
executing guerrilla marketing is usually searchpigblems and then he solves them.
Parantainen (2007: 20) continues that basic priesipf guerrilla marketing is to learn
customers consuming behaviour, combine many maikeatiethods as one efficient
wholeness and exploit many affordable methods ¢oease the visibility. Recession is
usually a time period when companies face the prolthat there is less assets to use,
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but still it is vital to stay on sight. Guerilla mk&ting could be one solution for
companies to increase marketing activities withimai costs.

There is no one clear solution how companies cowdtease their marketing activities
during recession to achieve real benefits fror\#.John Quelch (2008) argued in his
column that now it is not a time to cut marketimgisding. He continues that it is well
documented in history that increasing of marketthging recession can improve
companies’ market share and return of investmentat low cost. Pankaj Ghemawat
(1993) gives also his own opinion for this discaassivhen he argues that not investing
during recession is competitive risk. The compeatitrisk of not investing during
recession should be compared to risk of investimgng recession. Ghemawat (1993)
points out that companies not investing in gendaing recession, have faced lasting
competitive disadvantages. Referring to Quelchp8his study has also indicated
that companies should at least reconsider of tmairketing activity decisions during
recession.

6.4. Future research possibilities

This study has proved that recession is wide antfidimensional phenomenon. The

effects of recession for companies are as welicdiff to study and measure. As Parkin
et al. (2003) stated that recession is difficulimeasure and study, it confirms also in
this study. This study was conducted as qualitagtuely to have difference in previous
studies about same topic. Most of the previousissugthich had been chosen for the
theoretical part of the study were conducted asifaéive study. For qualitative study

the results were adequate, but the accurate fiaanembers and statistics were left out
from this study. More defined analysis could hawerb made about the financial
numbers of the case companies and that could naveaised the credibility of the final

results.

This research offers adequate base to continututty she changes in marketing mix
elements during recession. Changes made in magkatiivities are interesting area to
study, but to analyse the real effects of changaddwequire more facts. Statistical and
financial analysis should be included for the nelxase and it could be conducted as
quantitative study. In deeper analysis there atsmilsl be clear limitation in the size,
industry and for the level of internationalisationthe involving companies. Statistical
analysis based on clear quantitative data would atsrease the credibility and
reliability of the study. It is also important toemtion that the state of world’'s economy
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has changed already during of this writing proceSs.this moment, the state of
economy is even more unstable than in the beginoiinigis study and there is no clear
signs that which direction it will develop. Thiscfaincreases the interest even more

towards this topic.
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APPENDIXES
Appendix 1. Subject areas for personal interviewasfe company

1. Personal information: Position in the compargwhong you have been working in
this company?

2. Company information: Core business, businesssatarnover etc.?

3. Business in Finland: Core business, products?

4. Business in other countries/areas: Core busipesgucts?

5. Customers: principal customers, secondary custanend-users?

6. Influences of recession for company’s markeéiotyities in general?

7. How recession has affected to different busiaesas, if any?

8. How has the marketing elements changed duricesston 2008 ?

9. Changes in product?
e product itself
* new product development
» product adaptation: name, packaging, changing tyyalppearance
* something else

10. Changes in pricing?
* price itself
e pricing changes: increase, decrease, discounts
e competitive situation, demand
» price differentiation: countries, customers, prddyroups
* Terms of payment
* Currency issues
* something else

11. Changes in distribution?
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» distribution itself

» costs of distribution

» |ocation of production and warehouse

» transportation

e order process

» distribution chain: number of middlemen
* something else

12. Changes in promotion?
e promotion itself
» advertising: print media, TV/Radio, outdoor advarig
» sales promotion: samples, gifts, competitions, pebéhtroductions, trade fairs
* public relations: press releases, internal & execommunication, lobbying,
sponsorship, events
» personal selling and direct marketing
* something else

13. Have your company increased or decreased nragkattivities since 2008? Or
have these remained the same? How this has affectemnpany’s profit?

14. How the marketing elements or marketing adtisitvill be changed after recession,
if those will be changed? Why?

15. Do you think recession more as opportunitysothaeat? Why?

16. What marketing elements or activities you waentphasise most during recession?
Why?

17. Something else?
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Appendix 2. Subject areas for interview of markgtaxpert.

1. Personal information: position in the organiaa® how long you have been working
in this organization?

2. Organization information: What is the main pwpof your organization?

3. How you think that this ongoing recession/dowmtoas affected to companies?

4. Do you think that companies have changed thearketing activities during
recession? How?

5. What are the main changes compared to time detaession?

6. Can you already see how marketing activitiet ahidnge after recession?

7. What is your opinion that how companies shoaltt for recession? Why?

8. Do you think that this recession differs somehioam the previous recessions?
How?

9. Have you seen that increasing the marketingides during the recession can be
profitable? Have you any examples?

10. What you think is the most efficient way to umarketing assets during recession?
Why?

11. Do you think that there is general guideline tmmpanies to survive from
recession? If any what is that?

12. Do you think that there will be some major aies or permanent changes in
marketing after this recession? What?

13. Something else?



