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Marketing Problems faced by MSEs in Ethiopia

Micro and Small Enterprises (MSEs) in Ethiopia face various marketing
problems as discussed in detail below.

Product

The business line of MSE activities in Ethiopia is relatively similar. A lack of
product diversity, however, is prevalent and as a result similar products are
over-crowding the market. Some micro enterprises shift from one product to
another, and in doing so, capture better market opportunities. Nevertheless,
as soon as the market has established itself, a multitude of further micro
enterprises start off in the same business and this causes the selling price to
fall immediately.

Furthermore, certain MSEs lack the skill to modify their products, such as
handicraft products, pottery, furniture, metal products, kitchenware etc.
There is also lack of sufficient range of product designs.

Most products that are made available by MSEs can also be obtained from
medium-sized enterprises that mostly have market advantages in terms of
their size alone.

Price

The following are the most important problems in relation to price. Some
MSEs sell at break-even or even below cost. Some of the reasons for selling
at such a lower price can be attributed mainly to:

0- lack of basic costing knowledge;

0- overhead costs are mostly not calculated as expenses;

0- the fact that salaries or wages of family members involved in

production or sales are overlooked as cost product;

not knowing the exact earnings from sales separately;

during and at the end of the day all family members spend the

money earned from sales without recording;

d0- manufacturers do not correctly know how much raw material
and accessories are required to make one unit of a product.

o-
o-

Most MSEs do not know whether they actually make profit or not. They
express their success only by accentuating the changes they make.
Examples:




installation of new electric and water line;

buying radio, cupboard, or other furniture;

buying a goat for milking;

sending children to school;

improving their small house;

children eating relatively more food compared to what they used
to eat.

> oo O

In general, MSEs tend to overprice their products, with some under-pricing
due to lack of costing skills as well as competition.

In some instances MSEs are forced to sell at any lower price, due to the
existence of larger enterprises, which sell similar products with reduced
prices. For instance, during peak seasons farmers from the vicinity take
products such as vegetables, pepper, seeds, charcoal, or wood to the towns
and sell them on common market days. During such periods the MSEs are
forced to sell at a lower price unless the demand is higher compared to the

supply.

Sales

The micro enterprises that work in 'gulit’ areas do their business on the
sidewalk or by the roadside. The majority of them sell products such as
tomatoes, onions, seeds, 'enjera’, 'teff', and pottery products. Traders in this
category face problems such as:

0- textile products being exposed to too much dust;

0- pottery products are exposed to high risk of breakage;

0- as the result of poor environmental hygiene, food items get spoiled;
0- there are limited market outlets for some products.

Some products such as bread, 'enjera’, milk and others are sold on a door-
to-door basis. In areas where such services are of frequent practice the
relatively bigger enterprises must follow the same offering not to loose
market share. This makes the competition stiff.

In addition, family members with limited business management and
salesmanship (mostly children) are involved in the operation of their
respective family businesses. In such cases owners fail to control the daily
sales transactions of the business. Most of the MSEs lack marketing skills.
There are cases where they buy a product, which is momentarily not of
constant demand.



In most cases, MSEs have limited means in obtaining effective and relevant
data as well as information on market availability that can be obtained from
Chambers of Commerce, MSE Development Agencies, associations as well
as Trade, Industry and Tourism Bureaux. Nevertheless, MSEs have
difficulties in getting their hands on adequate data and information. One of
the reasons for this deficit is that many of the centres are not within the
reach of most MSEs.

MSEs who plan without adequate
information or with redundant data can
find themselves in a situation of danger

that cannot be easily remedied!

MSEs which usually intend to sell in an area far from their location are
curbed in their selling activities due to the limited quality of infrastructure and
high transportation costs.

Shortage and lack of infrastructure such as adequate roads as well as,
telecommunication and electricity facilities are all that prevent effective
operation of MSE businesses.

This fact results in MSEs being unlikely to sell to distant areas located far
from their territory.

Even though most MSEs have a good
reputation in a certain community they can
easily sell to tri-areas, however, if the
infrastructure does not cater for their needs
then this will represent an enormous
hindrance to selling!

Promotion
Problems related to the promotion of products are listed below:

d0- Many MSEs plan on promoting their products, however, their
budget is mostly tight.

0- Even though some enterprises understand that issuing flyers,
posters and business cards have promotional values, they
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refrain from undertaking such promotional activities to use the
money for other urgent matters.

d- Many MSEs are not correctly informed on how to join their
respective Chambers of Commerce, or trade association of
their industry. They seem not to be aware of the services that
they could obtain from chambers and associations such as:

issuing journals;

organizing promotional events;
organizing trade fairs;

advertising MSEs' products;

upgrading skills;

assisting MSEs in finding market outlets;
solving general market outlet problems.

O O0Oo0Oo0Oo0Oo0oo

Certain MSEs that have previously participated in trade fairs fail to follow up,
simply due to lack of awareness and skill. Most MSEs are of the opinion that
a mere participation in trade fairs is enough to promote their products.

Competition

As is mostly the case and common recognition, "Competition is Cruel", which
implies that some larger companies in relation to MSEs have advantages
due to:

0- selling at reduced price without reducing product quality using
economies of scale;

customer targeting capacity;

proper and intensified product/service advertising capacity;
good personal contacts and networks;

sound Industry reputation;

sufficient information regarding existing market and capacity
to exploit more market opportunities.

O Or Ox O Ox

Competition is not only between the MSEs and the relatively bigger
companies. There is also competition among operators within the MSE
sector itself and between MSEs that are engaged in the same line of
business. The latter is what concerns MSEs more than competition from the
big companies, because they serve different market segments and target
clients. The target clients for the MSE sector, in most cases, are people with
lower level of income and with the need to invest rather on consumption
goods/services than making long-term capital investments.
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Competition among the MSEs is based on:

0. capacity to keep quality of product/service to acceptable
standards or as per the needs of the customers. Product
quality can be achieved through various means such as using
raw material with good quality, using improved and efficient
production process/technology, proper finishing, and good
storage facilities - both for raw material and finished products
and use of skilled labour;

0- charging a competitive price, i.e., setting product/service price
at a reasonable amount compared to that of similar suppliers.
Price reduction makes sense whenever it is possible for the
operator to reduce his/her production cost through any
possible means, but without sacrificing product quality.
Efficient control over resources such as raw material, labour,
tools/equipment, money, time, information, etc. are vital to
control costs. The more costs are minimised the more the
entrepreneur can reduce the selling price and attract a larger
number of clients;

0- selection of strategic location where customers can easily be
obtained as well as easy accessibility of the enterprise to
them;

d- promoting product/service through possible cheap means,
without incurring a high level of costs;

0- selection of specific target markets or clients that the business
can efficiently respond to their needs and purchasing power;

0- level of salesmanship and customer relation.

Example for competition in terms of quality:

Some bakeries use 'white flour', while others use 'dark wheat powder ' to
bake bread. Consumer preferences are more for white bread presently and,
as a consequence, sellers of dark bread loose market shares. What makes
this really a bad situation is that they do not even know the reason for the
sales decline.

Example for competition in terms of price:
In the 'gulit’ areas the spacing between the selling stands are at a minimum,
which invites some smart sellers to adjust their selling prices after hearing
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the offered prices of their neighbouring seller. This enables them ultimately
to grasp more clients.

Lack of Market related Knowledge

Due to this aspect being very vital to overcome marketing problems, the
crucial points that MSEs are unable to meet are manifested by:

d- lack of information where the best market areas are located;
d- inability to analyse their respective market;

d- lack of skills to set competitive prices;

d- inability to effectively promote products.

The fact is that, in most cases, market studies are not carried out before a
venture is undertaken within the market. This is also the case with regard to
research, where during the life span of the enterprise no market research
takes place.

Even though some organizations are helping MSEs to build their marketing
knowledge, there is resistance on the part of many MSEs, mainly due to the
low level of entrepreneurial awareness. On top of that, the experience of
MSEs is confined only to local conditions and they are not well aware of
what is going on in other parts of the country. In many cases people
responsible for selling MSEs' products are family members, lacking general
knowledge of marketing. Furthermore, business and family affairs are
intertwined.

Experience has shown that many MSEs refuse or resist attending training
programs that would help them enhance their marketing skills. They
consider attending training programs as a waste of time. They rather give
more emphasis on not missing a single daily sales opportunity. Many
justifications can be given as to why MSEs do not like participating in training
programs. Maybe the training is too much offer-oriented (supply-led) and
does not meet the priorities of the MSEs, maybe its time schedule is not
appropriate or MSEs are not well informed of the benefits the training can
bring them.

The experience obtained from a local NGO known as Progynist has shown
that the majority of its target MSEs prefer to attend training programs during
mornings and evenings as well as on non-busy market days to spare their
productive time to conduct business activities. Once the MSEs taste the
benefits of the training, they opt to taking further training. It is therefore
necessary to make training to MSEs need-based, scheduled to take place
without interrupting normal business operations as much as possible and
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make additional efforts to raise MSEs' awareness on the importance of
training.

Retailing

Some MSEs may have the need for retail stores, in order to sell their
products, but do not have the necessary retail outlets. In this case they are
obliged to sell products on market days only. In some areas, where soft
drinks and beer are sold, the area may be 'dull and ragged'. In addition,
consumers prefer going to a better and active area. In such situations, food
and local drinks/beverage sellers lose access to the market, with household
consumers remaining their only customers.

Several MSEs engaged in activities such as shoemaking, furniture
production, metal works, photography, hairdressing and catering might have
relatively substantial number of customers provided that they are
strategically located and have good salesmanship. However, accessing
premises in good locations may not be easy for MSEs. There may be the
problem of infrastructure as well as high rent for the premises. In one way or
another, it is necessary for the MSEs to find out retail outlets to reach their
customers.

Finance

In discussing marketing problems the subject of finance should not be
overlooked. Shortage of funds discourages the smooth operation and
development of MSEs. Even if there are credit facilities, some of the MSEs
do not use the money for the intended purpose. They rather divert it for other
unintended and non-productive expenditures. Consequently, the enterprises
fail to return the money back to the lender on time. This can result in a loss
of credibility to get repeated loans when needed most. In order to minimize
the impact of shortage of working capital MSEs should be able to:

0- have a budget/plan on how to use credit funds most
effectively and for the intended purpose;

0- have to be able to save money on their own for future
investment in their business.



Raw Material and Source of Energy

During the months of July to September farmers are mainly engaged in
farming activities. Due to this fact there will be a shortage of fuel wood and
charcoal that are needed by MSEs producing local food items such as
‘ambasha’, 'dabo’, 'enjera’ and local drinks like 'areki'. In such cases they are
forced to use wood shaving and oil cake for fire. The smoke from these
materials results in environmental pollution affecting their health.

Availability of raw material on credit from some suppliers would be seen as
an opportunity for MSEs to overcome working capital problem. For instance,
there are cases where cereals like 'teff' and wheat, which are required for
production of 'enjera’ and ‘ambasha/bread' respectively are supplied to the
operator on credit terms. Some plywood sellers also give lump of wood on
credit to the furniture manufacturers. Yet, the receivables take longer time
than expected, mostly after the MSEs suffer a lot from shortage of cash.
There are also cases where suppliers consider credit sales only for raw
materials with inferior quality. In such cases MSEs should take care of using
such poor quality raw materials, which directly reflect on the quality of
finished products.



Appropriate Marketing Strategies for MSEs

The "5 P Approach" in Marketing

Marketing Strategy

A marketing strategy is about developing a good marketing mix. The
elements of the mix are: Product, Price, Place/channel of distribution,
Promotion and Person/process. The mix also involves selecting the target
client/market: Studying the client with respect to his/her buying motive and
behaviour, segmentation of the market using relevant bases, evaluating
each of the segments, selecting the appropriate segment as target market.

1. Product Development

Product development involves decisions with respect to:

o-
o-

-

what product to produce?

what should the design, model, appearance and style of the
product be?

what should the brand name of the product be? Comparison
of the product with its competitors should also be considered.
Thus, one should ask questions like: “Can | produce a product
with better quality than others do? Can | provide warranty for
my products? Can the design of my product be better than
others? Can | use quality raw material? Can | label my
product?”

2. Selling Price

Price is a ratio reflecting the exchange value of a good or a service,
measured in terms of money. The following questions may clarify the idea of

pricing:
5-

My pricing strategy: Should | go for profit maximisation in the
short-term? Profit optimisation in the long-term? A minimum
return on investment? Keeping parity with competition? Fast
turnaround and early cash recovery?




0- My pricing methods: should | follow cost-based pricing?
Demand-based pricing?  Competition-oriented  pricing?
Affordability-based pricing? Or differentiated pricing?

The answers to the above questions will help setting the selling price for
each product/service.

3. Place of Business and Channel of Distribution

The place refers to the MSES’ location of the business and the channel of
distribution chosen to reach potential customers. One should ask questions
like: “Can | get a proper business location not far from my customers and not
too near to my competitors? Can | get proper premises with reasonable
price/rent? What should be the channel of distribution?” Distribution is the
physical movement of goods through a system called the value chain.
Distribution channels include wholesaling, retailing, mail order, catalogue
sales, telemarketing, contracting, or working through brokers.

4. Promotion

The role of promotion is to facilitate exchange between product/service
providers and customers. Commercial enterprises are concerned with
attracting customers. Different types of enterprises will have distinct
promotional mixes utilising a variety of promotional methods. The major
promotional mixes are as follows:

Advertising: is a form of impersonal broadcasting through
commercial mass media. Advertising is the pervasive form of
promotion because it is one form that captures our attention.

Sales promotion: is a term used to imply an activity that is
specifically designed to induce sales by enhancing the value for
the consumer. This value may be created through volume
discounts.

Publicity: is the result of public service announcements or
news generated through media. Newspaper articles, recognition
in public affairs, magazine stories and talk-show interviews.
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5. Person:

The person (i.e. the entrepreneur) should be competitive enough in terms of:

0- practical abilities needed to produce the product/service;

d- business management skills;

0- personal characteristics and situation, commitment,
motivation;

0. taking risk.

Strategies in Relation to Quality

The objective of a business organization is to create goods to satisfy
customer needs at a profit; and these needs can be satisfied if consumers
get the right quality products. With more consumer satisfaction there could
be higher demand for a product and consequently, more efficient utilisation
of resources. If the quality of a product is not good, then it may be rejected.
Quality is related to the success of an entrepreneur because, a product with
quality can:

0- create satisfied customers;
0- facilitate volume purchase;
0- easily bring repeat purchase.

In the past changes in market preference were not frequent. Nowadays,
however, market changes very rapidly reflecting the changing needs of
consumers.

Research works by the American Productivity and Quality Centre note that,
happy customers spread good news to about five people while, unsatisfied
buyers spread the bad news to about nine to twenty people. There is a
saying that, "bad news travels fast."

Strategies with regard to Training

MSEs need to receive regular training on how to:

develop business ideas;
carry out simple research;
attain a better reputation;
attract and satisfy customers;
get known in the market;
fight competition;

Ox Ox Ox Ox Ox &
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0- use credit facilities and any other funds;
0. costing for finished products and set sales prices.

If the budget allows, during the training period covering about 60-80 % of the
expected sales value could be used as an incentive for participation.
Nevertheless, this strategy should be employed only for a given period of
time and with a purpose of encouraging MSEs to attending the session and
benefiting from the training.

A comprehensive and continuous training can be provided on how to use
money efficiently and on how to correctly invoice the money earned from
sales. Besides getting knowledge, training sessions have the advantage of
facilitating MSEs into sharing ideas and discussing how to overcome
problems.

In the event that some MSE owners cannot understand the training to be
provided, teaching their adult children can be an alternative, since it may be
much easier to change the attitude of young children.

Strategies in Relation to Competition

Almost all micro and small enterprises have competitors. Therefore, the
enterprises have to strategically stress their strengths over competitor offers.
For instance, if one enterprise has lower costs in comparison to its
competitor, then its pricing strategy can be based on selling at lower price.

If the MSE has a broader selection of goods as compared to its competitors,
then he/she should emphasize this issue and take advantage of more sales.

If the competitor's store area is unattractive, a strategy can be set to make
one’s own store more attractive for potential customers. In this way
competition can be beaten.

Joining chambers and trade associations is one way of interacting with
competitors and learning how successful enterprises do business.

If the enterprise suffers from different rivals, it could use a strategy that
provides it with a competitive advantage over others as part of the sales
deal.

A wiser strategy would be to try to be good in some
competitive areas. MSEs need to select a few areas,
in which they can excel in the competition,
since it is difficult to be good in all areas.
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If competitors sell on a door-to-door basis then those who have no buyers at
home can develop delivery to "x" buyer's premise. The strategy has to look
into aspects that the buyer cares about.

The best strategy would be a strategy that separates micro
and small sized enterprises from its competitors.

The issue of getting data and information is relevant, not only to competition,
but to all other marketing mixes. Besides, information is a knowledge source
of what is going on or what competitors are doing. In relation to the shortage
of data and information already mentioned earlier, the service providers can
play a role in establishing centres for data and information that the MSEs
can effectively use in their proximity. It obviously requires a good budget, but
with the assistance of some financiers the topic can be considered.

For micro and small enterprises, the more the stock
of data and information the better they can do business.

Pricing Strategies

The strategy of considering price decreases for market entry can be carefully
applied and based on study. However, under-pricing without studying the
market can be a dangerous risk. Since a small decrease in cost structure
leads to high improvement in profit, the best tactic would be to minimize
costs.

With due consideration to the profit margin, temporary price reduction can be
used as a strategy to increase sales or to sell products in high stock.

Reduced offer announcements encourage customers of purchasing larger
guantities. The tactics of decreasing cost would be the safest way to improve
profit margins.

The pricing strategy has to regard the profit margin. In view of this fact, the
volume of sales has an important meaning. Some enterprises focus on unit
sales and not too much on profit margins, which can be risky.

The price being the most common strategic element of marketing, some
related schemes will be outlined below. Offering reduced prices is a valuable
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tool to attract customers as well as to try a product. However, this should
only occur for a given period of time.

Price reductions do not have
to be as low as throw-away prices.

Micro and small enterprises that are engaged in selling their products to
organizations or companies can send price reduction notices in attractive
envelopes. This is the cheapest means.

A strategy to produce good quality products and charge an appropriate price
is a practical approach to pricing. A more practical approach to the micro
enterprises could be to produce a lower quality product and charge a lower
price. Nonetheless, the market has to be segmented first, since this can be
unsafe, if applied to the wrong market.

The best and most preferable pricing strategy is to lower costs and
consequently to minimize profit margins, which will both benefit the
manufacturer as well as the buyer. For instance, if a micro or small
enterprise has a profit margin of 10 % and lowers its costs by that extent, it
will automatically be able to increase its profits. In this case raising profits by
increasing sales would require a 100 percent increase in sales.

Offering special store/retail shop discounts to loyal customers is a workable
strategy that is also imaginable.

Sales Strategies

An analysis of the marketing segment could be carried out to identify the
target customer and to get to know how best to appeal to the respective
customer. Some strategic elements are recommended below.

Most MSEs may require retail stores to sell their products. Although, location
means a lot in retailing, a viable location usually costs a lot. A small shop
with an attractive set-up and front can be a good selling location.
Establishing a retail shop is a necessary activity, but it is not easy. Joining
chambers and trade association can help in doing so. The study notes that
the attainment of retail areas can be enhanced in its processes by using
chambers and associations, as compared to a single micro or small
enterprise operator on his/her own. If the vicinity markets are not large
enough to support daily sales, then the whole sales strategy can be an
alternative.

14



If sales staff is not trained in handling customers, they are up to shift to other
firms. Even window shoppers can be potential buyers. Therefore, sales
forces need to cater also for them and show them that they are also
interested in them as customers. However, this issue should be handled
very carefully.

Building clientele is the best way of keeping
customers loyal to micro and small enterprises.

Avoiding giving away the store to family and social visitors is crucial. Other
wise, over a period of time, a good amount of profit will be realized with
every visitor consuming part of the products that should have been for sales.

Selling in collaboration with highly visible and well-respected supermarkets
or distributors is a further alternative. In such cases buyers do not ask
whether the products are of good quality or not. They assume that the
product is of good quality, which is connected to the high profile of the
partner. This does not however imply that the MSE that uses this outlet
should offer low quality products as this would have a negative repercussion
on the supermarket which it uses as an outlet Therefore, this approach can
boost the enterprises sales and attract more customers. An example of this
would be, if we could take the 'Meskerem' supermarket or 'Fantu Gebeya' as
well known supermarkets and allow micro and small enterprises, that sell
things such as kitchenware, pottery products, handicraft, small furniture,
shoes, or woven products, to place their products in the shop and indirectly
introduce their products, need not compete with the supermarket products. If
the market place is regional, then the products can be distributed or
promoted by means of a compatible retailing shop that is also regional.

Assigning a sales person with good communication skills is good selling
tactics. Socializers sell by means of building friendships. Although friendship
is an integral part of selling, the product should be the right one, both in its
performance and pricing.

It is important and basic for micro and small
enterprises to attain superior performance in
handling customers. It does not cost them much.

Quick and easier sales can be reached by selling on a gross or bulk basis.
However, it has to be noted that the profit margin can be thin. In such cases,
the selling strategy should include tactics on how to introduce efficient selling
systems with a minimal number of staff. The scheme should consider:
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how to make collection control more efficient;

how to make credit sales system tighter;

how to maximize sales volumes so that overhead costs can be
spread reasonably.

Strategic Location of Sales Shop

As a retail shop is an essential linkage within the marketing channel, the
location has to be chosen strategically. Even if it is a micro or small

enterprise the location is a deciding factor.

The premise can be chosen by making a comparison analysis between the
costs and benefits to be gained. Before choosing a location for the retail
shop carrying out simple research concerning the potential buyers and the
nature of the product could be advantageous. The study should identify the

following:

d- the type of potential buyers (attitudes towards the product and
habits);

0- the product type (e.g. durable, perishable, for low income, for
adults, for girls);

d- whether the product or service is in high competition or not;

0- the method with which the retailer intends to attract the
purchaser;

0. the period of time in which buyers prefer to do their shopping.

Based on the result of the above research, the shop location can be selected

by putting some criteria such as the ones cited below:

-

o-

if the product is consumable, such as food and beverages the
shop can be located in residential neighbourhoods;

if the product is meant for student consumption, then the shop
can be located near schools and universities;

if the product or service is aimed at tourists, it can be any
busy location of interest to them;

if the service is for young girls, such as hair dressing, the shop
can be located in areas that can be reached easily and
comfortably;

if shoppers are from the upper class, the best location for the
shop may be in a clean and safe area;

if many competitors are situated in the same area, then this
may be an advantage or disadvantage, all depending on your
products and buyers — so please analyse this!
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Distribution Strategies

If the number of handled steps is much more than a product should be
handled, the product could be easily damaged. Accordingly, the strategy
should be to handle only one merchandize at a time and to treat it delicately.
This can be applied especially for perishable and restaurant products.

Product storage has to be appropriate. Due to the nature of the micro
enterprise’s market area, rats, insects and other rodents can be expected, in
which case the products have to be protected from damage related to this
problem.

Establishing an appropriate distribution network is necessary; besides it is
also tactical to give the enterprises' product literature to the distributors, if
any is available.

Distributing in gross deliveries to other outlets is a tactical alternative. As is
the case with bread merchants and glue factories, it is preferable to sell
bread to breakfast serving houses respectively glue to shoe and wood
companies. This approach can bring forth advantages, such as:

0. getting cash money;
d- selling in larger quantities;
d- saving time.

The system related to the receiving of orders has to be designed in such a
manner that the order can be processed as soon as the customer places
one. Customers having to wait for an order to be processed with staff doing
something else leads to a bad customer relationship

The bread, 'dabo’ and milk business enterprises can distribute door-to-door
instead of selling in-house. There could be some consumers who prefer
these products to be delivered to their houses.

MSE operators are not in the position to directly improve the situation with
regard to their poor infrastructure. The relevant government offices can
effectively handle this issue. Since this topic is important, the service
providers should play a role to that effect.

Packaging Strategies

Packaging is a competitive tool and an important factor in strategic
marketing. The use of appropriate packaging can improve sales and
transporting aspects related to the product. Therefore, setting packaging
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strategies is of importance. The packaging strategies for MSEs have to be
very much cost oriented due to the limited access to finance they have.
Some strategies will be discussed below.

A strategic packaging container would be one that can communicate a
message of quality, convenience and reliability.

In the event of the enterprise considering a new packaging, a strategic
container will be the one that can be used over a longer period of time. This
is due to the fact that constructing a new one can be an expensive venture
for MSEs. A package, which has a relevant design on the container, is an
expressive receptacle. The design does not have to be an expensive one.
The packaging should have a relevant graphic design on its outside. With
respect to the MSEs the design need not be expensive, but should be one
that can convey the 'Quality Message .

Branding Aspect

As mentioned earlier some buyers are impulsive and make their shelf-
choices quickly. Hence, the brand mark has to be clearly written. Most
buyers in developed countries are brand-oriented. Manufacturers have to
give much consideration to the quality of the product and equally good
consideration to the branding. In most cases it is difficult to try or taste the
quality and standard of a product at the point of sale. Therefore, buyers
concentrate on brands of packaging or label design.

Transport and Protection Aspect

A product intended for export markets has to travel a long distance and
changes in atmosphere. It passes rigorous climate, various rail, sea and air
conditions. Hence, the protection function of the package requires serious
attention. An exporter has to study the transportation means and condition of
the expected voyage.

It is necessary to introduce an appropriate packaging to reduce damage,
theft and material handling during physical transportation. For example milk,
butter and oil are more exposed to damage and theft compared to other
products. If the target market appreciates reusable containers then
developing a suitable, portable and reusable package will likewise be
appropriate. In the case of competition being stronger in his packaging, then
before a new container is developed it is necessary to analyse the
competitor’'s packaging situation.
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Packaging Legislation

Nowadays, there are several issues on solid waste and they are becoming
important agenda in international trade because of their implication in global
competition and also because it can be a trade barrier, especially in the case
of food and beverage products.

Lack of important target market knowledge can lead to serious
consequences. Some of the end results can be the rejection of products and
the formation of a bad image.

Certain packing materials could be totally banned or restricted because of
certain ingredients in the material. Presently, importers and even some final
consumers are conscious of the various different types and quality of retail
packaging. Certain countries give great attention to the rules and regulations
concerning consumption products such as food and drinks. This is because
poor packaging can directly affect the health and safety of the final
consumers. Some countries require the weight (both net and gross), the
specification listing of ingredients, colour, method of usage and size to be
written on the label clearly.

For more information, please contact the Chamber of Commerce of the
importing country and have a look at specimen products from competitors
who are already in the foreign market.

Participation in Tenders
Bid Announcements from a Marketing Perspective

From a marketing point of view, tendering is an efficient method to minimize
the purchasing price and to create higher competition. Preparing tender
documents for competitive government bids as well as every day non-
competitive, non-government pitches take time. Some may be frustrated by
the time it takes to prepare a tender document.

Bidding is never a simple or a straightforward task. The technique of the
tender process has to be a vehicle to buy at a good price and with a high
quality product or service in a fixed period of time. The formula for
conducting successful tendering requires planning. When preparing a tender
announcement document, the following issues have to be considered from
the market point of view:

0- the type of product/service required;
0- the quantity needed; time schedule;
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o
o

the stock level and the purpose of buying;
the situation of potential suppliers and the state of competition.

Contents of a Bid Notice

Bid notice contains various issues on the following main topics:

-
o-

o-

> oo o

authority in charge of tender (name and address);

scope of tender, short description of tender subject (product or
service type, specification, quality and standard level);

bases for delivery (where to deliver, how to deliver);

bid documentation compulsory contents (form of bid bond,
bank guarantee, evidence as to the conditions’ fulfilment);

conditions to be fulfilled by the bidder in order to be inserted
into the potential suppliers or service providers list
(registration with the concerned authority, all taxes or other
enforced government taxation levied in accordance with legal
requirements of the country, no measures implemented
against the bidder);

date and hour of cut-off to submit the bid (the bid’s arrival at
the latest time, address to submit the bid);

department and person responsible from whom to get tender
documentation (time extent, day and time to get it
observance of the charge payment);

amount and manner of payment for tender documentation
(bidder's fee within the locality, bidder's fee outside the
locality);

dealing and marking of bidding documents;
bid opening date and manner of opening;
restrictions on the side of the tender authority;

criteria for bid evaluation (monetary investment, professional
references, character and extension of participation).

Citing an Example of a Domestic Bid Announcement

In case the source of funding for procuring the supply is from Ethiopia and
the invitation is mainly for potential domestic bidders, bids are normally

published in government newspapers. Hence, an example of a tender
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invitation, which was issued in the Ethiopian Herald, is demonstrated below.
If the looms requested in the example below would be at a smaller scale so
micro and small enterprises (MSEs) would be potential suppliers, it would be
important to note the announcement carefully.

Example

Tender Invitation
No. KTSC-05/2003

Kombolcha Textile S.C. would like to invite eligible suppliers for the supply of 4
pcs. of weaving looms on tender basis.

The objective of purchasing 4 pcs. of looms is a pilot project to change the
existing old versamat looms by better low cost weaving looms to produce both
local and export products.

Bidders can obtain bid documents against non-refundable payment Birr 30
from the office of the Commercial Department of the Company, located near
the Ministry of Defense, or from the head office of the Company (Kombolcha-
Wollo). Bidders should submit their offer and technical specification sealed and
separately within 30 days of the first announcement of this tender to the
address of the company as indicated in the bid documents along with 1% bid
bond in cash, C.P.O. or bank guarantee (insurance guarantee will not be
considered).

The bid will be opened at the 5" day of the closing date of the bid at 7:0am in
the presence of the bidders at Kombolcha, Wollo. The company has the right to
reject partially or the whole of the tender.

Address:

Tel. 251-1-51-3797/511805, 251-3-510215/510103
Fax 251-1-511771, 251-3-510266

Kombolcha Textile Share Company

Source: The Ethiopian Herald, Wednesday 31 December 2003
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Characteristic of an International Bid

The nature of international bidding varies from domestic bidding.
International bids require that a notice be placed in well-known magazines or
daily newspapers and trade publications of wider international circulation.
The time allowed for bidding on an international level is therefore much
longer than that for domestic bidding.

An example of an invitation to bid where the fund was partially or totally from
the African Development Bank will be cited below:

Example
Invitation to Bid

Date 31 December 2003
Loan No. ADF/ETH/EDU-3/98/40
IFB No. ADF/NCB/BEN/01/2003

1. The Federal Democratic Republic of Ethiopia has received a loan
from the African Development Fund in various currencies towards
the cost of Education Il project. It is intended that part of the
proceeds of this loan will be applied to eligible payments under
the loan agreement for the construction of two new primary
schools in Metekel Zone for Eyaja and Albasa Village Primary
Schools. Bidding is open to all bidders from eligible member
countries as defined in the ADB's rules of procedures for the
procurement of goods and works.

2. The Benishangul Gumuz Regional State Education Bureau now
invites bids from eligible bidders for any or all of the lots described
below. Bidders shall be in the category of GC/BC 7 and above,
and who have renewed their license for the years 2003/2004.

3. Complete set of bidding document may be purchased at the
Regional Works and Urban Development Bureau Engineering
Department, P.O. Box 53. Tel. 07 - 75 03 98 / 75 03 95 upon
submission of written request and non-refundable fee of Birr 150
or its equivalence in a freely convertible currency, for each lot.
Interested eligible bidders may obtain further information and
inspect the bidding documentation at the same address.
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