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1.
Marketing Problems faced by micro and small enterprises (MSEs)

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

Product

The business line of MSE activities 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:

· lack of basic costing knowledge;

· overhead costs are mostly not calculated as expenses;

· 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;

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

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. 

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 are obliged to do business on the sidewalks or by the roadside due to lack of premises. The majority of them sell products such as tomatoes, onions, seeds, cereals, and pottery products under such situation. Traders in this category face problems such as: 

· textile products being exposed to too much dust;

· pottery products are exposed to high risk of breakage;

· as the result of poor environmental hygiene, food items get spoiled;

· there are limited market outlets for some products.

Some products such as bread,  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:

· Many MSEs plan on promoting their products, however, their budget is mostly tight or absent at all.

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

· 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.

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: 

· 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. 

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. 

Competition among the MSEs is based on:

· 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;

· 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;

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

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

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

· 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 market stalls and open market areas the spacing between the selling stands are at a minimum, which invites some smart sellers to adjust their selling prices after hearing the offered prices of their neighbouring seller. This enables them ultimately to grasp more clients. 

Lack of Market related Knowledge 

Overcoming the problems of market related knowledge is very vital to overcome marketing problems.Tthe crucial points that MSEs are unable to meet are manifested by: 

· lack of information where the best market areas are located; 

· inability to analyse their respective market;

· lack of skills to set competitive prices;

· 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 some local NGOs has shown that the majority of their 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 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 local beers 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:

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

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

Raw Material and Source of Energy (the case of Ethiopia)
During the months of July to September farmers are mainly engaged in farming activities. Due to this fact there will be shortage of fuel wood and charcoal that are needed by MSEs producing local food items such as 'bread', 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 and affecting their own 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 '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 the finished products. 

2.
Marketing Strategies

2.1
Marketing Plan
The key areas in which marketing managers have to make decisions correspond to the four components of the marketing mix: product, price, distribution and promotion. 
 Handout 1

	Marketing plan format

	1.
	Discription of Product(s)

	2.
	Target Market Segments

	3.
	Target Market Area

	4.
	Demand Analysis

	5.
	Supply Analysis

	6.
	Competitors’ Marketing Strategies
· Product Strategy 

· Price Strategy 

· Place Strategy 

· Promotion Strategy 

	7.
	Project Marketing Strategies
· Product Strategy 

· Price Strategy 

· Place Strategy 

· Promotion Strategy 

	8.
	Sales Forecast

	9.
	Fixed Assets for Marketing

	10.
	Total Marketing Expenditure Budget


 

Marketing plan guiding questions
· What is/are the product(s)? 

· Which target market segment does each of the product aim at? Or: To whom will the business sell its products? 
· Which geographical areas will be the chosen segments? 
· What will be the demand for the product, similar products and substitutes within the target market segments in the target market areas? 

· What will be the supply of similar products and substitutes within the target market segments from the target market areas? 

· What are the strategies of the competitors who supply to your chosen target market segments and target market areas in terms of product, price, place and promotion? 

· What will be your strategies to supply to your chosen target market segments and target market areas in terms of product, price, place and promotion? 

· What will be the selling price and how much will be sold? 

· What fixed assets will be required for marketing and how much will they cost? What will be the life of the assets and how will they be depreciated? 

· How much of expenditure will be incurred in terms of marketing, including cost of marketing personnel? 
Exercise 1

	Check list for consumer analysis

	Step of research
	Result

	1. How much potential customers are in the area? How much customers use similar products in this area? 
	

	2. How much customers are actually with you? What is the real selling price?
	

	3. Who are the customers? Houswifes, families, other enterprises, shops, retailers, wholesalers? What is their financial capacity?
	

	4. Who are the buyers? Are they also the users? 
	

	5. Where are the selling points? In the enterprise? In shops? On the market?
	

	6. Where are the customers? In the area? Next district? Next town? etc.
	

	7. What type of product do they like (best one, or medium with normal price) ?
	

	8. Why do they like this product? 
	

	9. Where do they buy actually? Only with you or also with your competitors? 
	

	10. If the customers do not buy your products, what products do they buy? 
	

	11. How much do they pay for the product? 
	

	12. Are customers actually not satisfied with the existing products on the market and why not? 
	

	13. When and how much do customers buy? Once per day/week/month? In the morning, afternoon, evening or irregular? 
	

	14. How do they buy and which quantity?
	

	15. Is market growing or going down? Are there more customers or less? Do they spend more or less? Why?
	


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.

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. 

Competitors analysis

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. 

1. Who are my competitors?

· Local retailers? Local wholesalers? Importers of similar products?

2. Products

· Their products / Product quality / Packaging.

3. Prices

· What are their prices? Is there competition with prices? Do they give discount?

4. Location

· Where are they? Are they near by the consumers?

5. Promotion

· What are their advertising methods and are they efficient?

· How are they doing their sales promotion? 

· Are competitors working with middlemen and sales agents?

6. What is the marketing mix of my competitors (conclusions of 2-5) ?

Exercise 2: Table to fill

	Check list: Analysis of competitors

	Who are my main competitors?
	

	What products do they offer?
	

	At what price do they sell?
	

	Since how long are they in the market? Are they efficient? What are their projects?
	

	What are their strengths? Why do clients buy their products?
	

	What are their weaknesses?)
	

	Who are their suppliers?
	

	Do they have promotion and advertising activities? How often and where?
	

	Do they give discount in order to attract clients?
	

	Are their cleints satisfied?
	

	What is/would be your competitors’ reaction when you are penetrating their market?
	


This exercise is based on the experiences made with the field visits and the group discussion during the course. But finally they are only estimations and show the necessity to engage a real market research, which will be made on the second day of the course (see market research format hereafter).

2.2
The "4P" Approach in Marketing

A marketing strategy is about developing a good marketing mix. The elements of the mix are: Product, Price, Place and Promotion. Of course, there is a fifth element which is very important in marketing, i.e, the Person itself. This module, however, deals with the above mentioned elements. 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.

Marketing is everything you do to find out who your customers are and what they need and want to purchase. Therefore, decide on how to satisfy your customers while making profit. At the implementation stage you should consider and decide upon how to:  

· Provide the products or services they need; Set prices that they are willing to pay;

· Get your products or services to them;

· Inform and attract them to buy your products or services.

In your marketing plan you should take practical decisions on the following marketing strategies. 

· Product: Test your product(s) and launch them. Before launching the products, you are required to give attention to the quality of your products, size, colour and packaging. 

· Price: Test the price of your product(s) that you set based on your market research during the information seeking stage. You are now required to know if the price of your product is competitive in the market. Be sure that you have kept your costs down as much as possible so that you will have room to vary your selling prices within an acceptable range. Check that the price is attractive to customers and competitive with that of producers of the same product(s).   

· Place: Determine where you should locate your business in a way you can best reach your customers. Location of the business is essential to reduce costs, or increase the chances of customers stopping at the business to look at your products or to at least make inquiries. 
· Promotion is defined as a means of informing your customers about your product(s) and how to attract customers to buy from you. Make sure you have used one or more promotional measures during the implementation stage.

Handout 2: The matrix of marketing mix

	Product
	Price

	· Product range
· Diversification of products
· Quality, conception

· Packaging
· Maintenance

· Service, garantie 

· Possibility to take back
	· Pricing in the market
· Pricing strategies
· Price reduction and conditions 

of payment

· Prices of competitors 

· Customer segments

	Place
	Promotion

	· Distribution channels

· Strategic location

· Building, area, ground

· Public infrastructure facilities

· Transport facilities
	· Advertising
· Public relations

· Personnel sales
· Sales promotion

· Branding and packaging


2.2.1
Product Development 

Product development is an extension of business idea generation and implementation. You have been shown how you can generate and implement your business idea in module one . Some explanation on product development has also been provided under the chapter for implementation in this moducle. Once you implemented your business, the next step is to think of how it would be possible to further develop or improve the product. You, as a designer-entrepreneur, should try to develop your product on a continuous basis. It is only then that you could satisfy customer needs and sharpen your competitive edge. In the follow-up and improvement stage of your business, you are required to undertake the following activities to develop the product.

· Carry out a simplified feasibility study on the product to be developed in terms of availability of own skill, technology, tools/equipment, raw material, and skilled labour;

· Make a market assessment for the product to be developed; 

· Design the product;

· Develop a model or prototype of the product;

· Make limited initial production;

· Test the product for quality (physical strength and acceptability by the consumer);

· Promote/advertise the product;

· Commercialise.  

When planning to develop a new product the decision of which product and design to manufacture needs to be based on research, and not just on a temporary demand for a certain product by a handful of people. When the demand for existing products is on the downturn the possibility of changing the design, size, features, colour etc. becomes necessary in order to maintain sales. Moreover, such strategies require expertise in idea development and technical skills to make the product.

Improve your product quality

Product quality improvement is one of the major critical success factors for your business and you should take care of it in the follow-up and improvement stage of your business. Customers are always concerned with the quality of the product they purchased from you. Quality assurance begins from the very beginning of starting a business. Therefore, in the follow-up and improvement stage check that you have been selling products with the required quality. In the follow-up and improvement stage of your business, evaluate product quality in terms of: 

· Raw materials used;

· Production technology selected;

· Tools/equipment used;

· Efficiency of the production process/line;

· Product finishing skill of your staff.

Since your customers are the best sources of information for product quality improvement, ask them how they felt when using your product.  

Product diversification is possible in two ways. The first possibility is to diversify the product (to introduce new products to the market) and the second is to diversify the market (to go to new markets). You can introduce new products related to the existing product line. In this case the risk involved is low. On the other hand, you can introduce a completely different product to the market. This may have a higher risk than the first strategy, as you do not have prior experience with the newly developed product. 

Before starting your production and marketing activities, you should deeper into the analysis on how to develop your products. Take the check list next page.

Handout 3

	Checklist for Product Development

	Aspects of product development
	Findings of analysis

	Potential market of the product

· What products are sold and to which prices?

· Are their similar products in the market?

· What is the product potential in the market?

· What market segment holds your business actually?

· How much can the share of market be increased?

· How to minimise costs?

· Who are the buyers of your product?

· What are the threats in future?

· Direct sales or bywholesalers/retailers/supermarkets?
	

	Products of competitors

· Why do customers prefer your product compared to the products of your competitors?

· Who are your competitors?

· Competitors in the market and their products.

· Advantages and disadvantages to sell at less price than your competitors.

· What are your strengths and weaknesses compared to your competitors?
	

	Quality

The definition of product quality is not only limited to the product itself, but concerns also external factors of marketing, usability and needs:

· What products/ which/ what kind of quality are already in the market?

· Performance, efficiency, elegance, lifetime, usability, security, conforming to standards.

· Does your product respond to the customers' expectations?

· Do you permanently improve your product?

· Has your staff been qualified to assure the product quality?

· How is product quality of your competitors? 
	

	Branding

The branding strategy needs to analyse the following aspects:

· What brandname to choose?

· Which marketing strategy will be the adapted one?

· What kind of branding is less cost intensive for promotion, packaging and sales?

· What are the advantages and disadvantages of the different branding options? 
	

	Developping existing products

The customers are ready to buy your products provided there will be some modifications responding to their needs. For product modification the following market research steps and analyses will be necessary:

· Can the product technically be modified?

· What will be the value added for the customers?

· What are the modification costs?

· Will the product be competitive?

· Will the price increase or go down after modification?

· Will new increased prices be accepted by the customers?
	

	Developping new products in comparison to the initial marketing plan should treat the following questions:

· Volume and continuity of customers' demand.

· Price tendencies

· Tendency of the actual situation with competitors.

· Availability of resources.

· Necessary competencies.

· Profitability of the investment.


	


2.2.2
Managing Prices
Price is understood as the value customers pay to acquire a product. It is an important factor in selling. A basic principle is that the relationship between the price of a product and the value it gives to customers has to be fair and proper. Customers know how much they have to pay for their commodities and, therefore, are interested in comparing the value they attained by the product to what they paid for it. In order to carry out a sound pricing strategy, some facts on marketing and simple accounting have to be prepared. The firm needs to:

· calculate costs of operation separately from family expenses;

· refer to the enterprise’s profit objective ;

· study if the product is unique or is available in the vicinity;

· find out if the plan is to satisfy a certain niche of market or if a plan is still to be defined.

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:

· My pricing strategy: Should I 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? 

· My pricing methods: should I 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.

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 quantities. 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 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. 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: 

· 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.

Price testing

Setting price without prior testing of its impact on sales is risky. It is therefore much safer to test the effect of the price on:

· demand;

· competition;

· movement of market shares;

· acceptability of the product;

· quantity of sales.

The method therefore needs to be tested at a modest level before spending time and resources. Such trials can give the company an opportunity to: 

· understand potential reactions of customers;

· evaluate if the pricing approach will pay off;

· earn how the domestic market works;

· discover competitors’ reaction.
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	Checklist for Managing Prices

  Market/Business Analysis

· Who are the competitors?

· At what price level do competitors sell the products?

  Pricing

· Is there a viable accounting system, which gives information on your costs?

· What are the costs per product unit?

· Did you consider all pricing methodologies for different products? 

· Should I follow cost-based pricing? 

· Demand-based pricing? 

· Competition-oriented pricing? 

· Affordability-based pricing? 

· Or differentiated pricing?

· Which pricing strategies are the adopted ones?

· Is there any need to set alternative pricing strategies for products and services?

· Discuss the advantages and disadvantages of setting increased 
and as well decreased prices.

· Did you test the new pricing strategy?




2.2.3
Strategic 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 I get a proper business location not far from my customers and not too near to my competitors? Can I 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. 

Strategic business location
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 wholesales strategy can be an alternative.

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: 

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

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

· whether the product or service is in high competition or not;

· the method with which the retailer intends to attract the purchaser;

· 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:

· 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!

2.2.4
 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.

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 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. 

Basic information for potential consumers, middlemen and sales agents

· Contact address for sales agents and distributors

· Product range, specifications and product design

· Conditions and period for delivering

· Sales conditions, prices and payment conditions

· Availability of stocks

· Transport costs

· Customer references

· Order conditions.

3.
Market Analysis

Market analysis is a key to the success of new businesses or projects. Marketing analysis of the product is all about estimation of demand for the product. You, as an entrepreneur, should assure the quality and standard of your product as well as its effective distribution. You must also devise correct pricing strategy. The following simplified contents of market research can help you get information and analyse the market.
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Market Research - Introduction

Do market research to learn more about your customers and competitors
	Method
	Purpose

	Talk to potential customers
	   To know what products they want to buy
   To know what they think about potential competitors

	Study businesses of your competitors
	   To find the quality and design of their products
   To know what prices they charge
   To know how they attract customers
   To look for possibilities of developing the already existing products of competitors to a superior design and quality, instead of imitating them as they are.

	Ask suppliers and business friends
	   To know which goods are selling best
   To know what do they think of your business idea
   To know what do they think of competitors' products.

	Read newspapers, catalogues, trade journals, magazines
	   To get information and ideas on new products


Sales/demand forecasting is required to predict or estimate a future situation. Since the future is unforeseen, no forecast can be 100% correct. Every business needs demand/ production/ sales forecast for taking decisions. In sales forecast, decisions concerning quantity, type and quality of products should be considered because production needs resources, i.e. finance, raw materials and manpower, which have to be arranged. The following steps are required to make a forecast:

· Determine the objective;

· Select the period of forecast;

· Select the forecasting techniques;

· Collect the information to be used;

· Make the forecast.
In addition to the sales analysis, you also need to look for a strategic business location to reach potential customers.

· What commercial area is the best one for your business?

· How far are you from the competitors? 

· Are there shops available at an affordable price?

· Is the shop rent contract reasonable?

· How are infrastructure facilities like electricity, water, telephone, fax connection and public transport?
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Market analysis plan
	Description of the product
What product should I produce? What should be the design, model, appearance and style of the product?  What should be the brand name of the product?
Comparison of the product with its competitors
Can I produce a product of better quality compared to others? Can I provide warranty for my products? Is the design of my product better than others? Can I use quality raw materials? Can I label my product?
Strategic location of business
Can I get proper business location not far from my customers? Can I get proper premises with reasonable rent?
Major customers
Who would be my customers: Individuals, households, and government/private/non-government institutions? Urban/rural residents? 
Market share
Do I have the capacity/possibility of measuring market share? Is there a possibility of getting some market share by competing with similar producers? What would be the possible number of customers per month/year? Is there a possibility to capture more market share in the future? Should the market share be high, do I have the necessary resources/capacity to respond to that market? 
Selling price
-  My pricing strategy: Should I go for profit maximisation in the short-term? 
   Profit optimisation in the long-term? A minimum return on investment?     
-  Competitors:  Keeping parity with competition? Fast turnaround and early cash recovery? 
-   My pricing methods: Should I follow cost-based pricing? Demand-based pricing? Competition-oriented  pricing? Product line - oriented pricing, affordability - based pricing? Differentiated pricing?
Promotional measures
How can I promote my product: Which media channels (local newspapers? signboards? Leaflets and brochures? Exhibition/bazaar participation? Words of mouth
Marketing strategy
-   Selecting target clients: Studying the customer, his/her buying motives  and buying behaviour,  segmentation of the market using relevant bases,  evaluating each of the segments, selecting the appropriate segment as  target market.
-   Developing the “4P” marketing mix: Product, Price, Place, and Promotion.
-   External factors: Provision for the impact of uncontrollable environmental variables.
-   Marketing plan: Developing the detailed functional plan of marketing: production plan, sales plan and advertising and sales promotion plan.
Sales/demand forecast 
(for details on sales forecast see next)


This checklist refers to the market research format presented on next page
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 Market Analysis Format

1.1
Discription of the Product
	

	

	

	

	

	

	

	

	


1.2
Comparison of the Product with its Competitors
	

	

	

	

	

	

	


Competitive Analysis of Product

	Features
	Proposed
Business
	Competitor
1
	Competitor
2
	Competitor
3

	Product Quality
	
	
	
	

	Price
	
	
	
	

	Delivery time
	
	
	
	

	Brand Name
	
	
	
	

	Multiple Use
	
	
	
	

	Taste
	
	
	
	

	etc.
	
	
	
	


1 Outstanding, 2 Very Satisfactory, 3 Good, 4 Fair, 5 Poor

1.3
Location
	

	

	

	

	

	

	

	

	



(add Location Map)

1.4
Market Area
	

	

	

	

	

	

	

	

	



(add list of market areas and size of market)

1.5
Main Customers
	

	

	

	

	

	

	

	

	



(add List of major Customers and Their Requirements)

1.6
Total Demand
	

	

	

	

	

	

	



Table 1.6
Table of projected Demand

	Year
	Quantity
	Amount

	1
	
	

	2
	
	

	3
	
	

	4
	
	

	5
	
	


1.7
Market Share
	

	

	

	

	

	

	

	

	



(add Table of Projected Supply and Sources of Supply)

1.8
Selling Price
	

	

	

	

	

	

	

	

	


Table 1.8
Comparison of Competitors’ Selling Prices

	Project’s
Product(s)
	Project’s
Selling
Price
	Prices of Competitors


	Competitors’
Average
Price

	
	
	Competitor
1
	Competitor
2
	Competitor
3
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


1.9
Sales Forecast
Table 1.9
Projected Sales by Year, Sales Volume and Amount.

	Year
	Sales Volume (units)
	Amount (LC)

	1
	
	

	2
	
	

	3
	
	

	4
	
	

	5
	
	


1.10
Promotional Measures
	

	

	

	

	

	

	

	

	


1.11
Marketing Strategy
	

	

	

	

	

	

	

	

	



(add Table of competitors’ Marketing Strategy)

1.12
Marketing Budget
	Year
	Budget item
	Amount (LC)

	1
	
	

	2
	
	

	3
	
	

	4
	
	

	5
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Table 1.12
Marketing Budget

Chose what applies to your product and marketing strategy:

	Item
	MONTHS

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12

	Projected Sales
	
	
	
	
	
	
	
	
	
	
	
	

	Marketing Expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Promotion (specify)
	
	
	
	
	
	
	
	
	
	
	
	

	Distribution(specify)
	
	
	
	
	
	
	
	
	
	
	
	

	Advertising (specify)
	
	
	
	
	
	
	
	
	
	
	
	

	Selling (specify)
	
	
	
	
	
	
	
	
	
	
	
	

	Total Marketing Expenses
	
	
	
	
	
	
	
	
	
	
	
	


Comments: 

4.
Field Study - Simplified Market Research

In order to start an initial market research during the training course, we herby present a simplified market study plan to help you analyse the competitors' market, the wholesalers, the main existing products in the market, the customers and market segments and the supply market with the main suppliers and available equipments.
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	Checklist for an initial market research

	Name of promoter, activity of enterprise, products and services
	Short description of the business activity

	Competitor's market


	Who are the main competitors for your activity? Short outline of your competitors and their products

	Middlemen


	The middle men are the commercial agents, wholesalers, super markets retailers in your area

	Existing products in the market


	Main sales points, strategic sales location and detailed range of your products (price, quality, availability)

	Target customers


	The target customers depend on your products and your marketing strategy. Diversified clientele with different product ranges are also possible.

	Target market segments


	What are the main market segments of your activity and what is the marketing strategy?

	Suppliers market


	Who are the main suppliers and importers of the equipment and working materials of your activity? Prices, availability and quality.


   For the detailed format for the initial market study see next page

Each of the training participants will do a market research in the field corresponding to his/her business idea or his/her actual business activity. The market research will be in the respective region for sales estimation, customers, retailers and wholesalers and in the capital city for suppliers and wholesalers.

Do not hesitate to take information where you can get it and even with your potential competitors. You are a potential client who takes some information on different products and services.

The market study exercise will take half a day. After that, the findings will be discussed in the plenum. The results of the initial study (see next page for the format) gives you a first impression and idea for a further detailed market research study later on (see detailed marketing plan above).
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Simplified Initial Market Study

Name of promoter:

Activity of enterprise, products and services:

Competitor's market: 

(location and presentation of competitors):

	Name, address, location
	Products and Services / Observations

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Middle men (e.g., commercial agents with potential collaboration)

	Name, address, location
	Products and Services / Observations

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Existing products in the market:

(sales points, quantity, quality, price, presentation)

	Sales point
	Main products
	Quantity, quality, price
	Observations

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Target group of customers:

Target market segments:

Supply market:

	Name, address and section of supplier
	Equipments / Raw materials / Price

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


	List of Training Modules for Entrepreneurs

Training module 1 is an introduction for business start-ups. 

Training module 7 is destined to experienced entrepreneurs and advanced enterprises.

Module 1: Steps of Business Implementation

Training module for business start-ups. Introducing the four steps of business implementation including practical exercises (action planning, business idea generation, analyse your competencies, SWOT analysis of the business idea (Strengths-Weaknesses-Opportunities-Threats).

· Business idea generation

· Information seeking stage

· Starting up your business

· Follow up and improve your business

Module2: Marketing et Market Research

· "4P" approach in marketing: Product-Price-Place-Promotion

· Competitors analysis

· Market study exercise on the ground (sales and supply markets)

Module 3: Accounting and Cost Calculation

· Basic cash book and bank records

· Cash book and bank records with accounts

· Monthly and annual results overview table

· Electronic cash book and bank records

· Cost calculation

· Analyse price components, fixed and variable costs, 
product costs, profit and loss statement)

Module 4: Business Registration and legal Issues

· Legal status of enterprise

· Registration procedures

· Taxation

· Staff contracts

· Social security

· Business support institutions and formats

Module 5: Financing your Business
· Evaluate your needs for financing

· Identify and overcome other non-financial problems

· Sources of finance

Module 6: How to write a Business Plan

· Business planning for start-ups and small enterprises

· Business planning for medium enterprises

Module 7: International Trade Promotion

· International institutions for trade promotion

· Import and export procedures

· Trade fair and exposition guide

· Trade fair calendar


	Business Development Services (BDS)

Contact: mail@gagel.net 

BDS Portals and learning Platforms

	Business Development 
Services (BDS) Forum

www.bds-forum.net All about small and medium enterprises (SME) development: BDS portals, BDS approach, training reports. Business information on marketing, import-export, business planning, taxation, bookkeeping, cost calculation.


	Ethiopian Business Development 
Services (BDS) Network

www.bds-ethiopia.net Ethiopian rules and regulations for SME development. Directories of banks and micro-finance, tender procedures, trade fairs guide, trade opportunities, appropriate technologies, women entrepreneurs.

	Services d'Appui aux Petites et Moyennes Entreprises (PME) 
du Sénégal

www.senegal-entreprises.net Répertoires des structures d'appui et établissements financiers, cabinets d'études. Stratégies d'appui, formation professionnelle, recherche de financements, méthodes de suivi-évaluation, appels d'offre.


	Participatory Action-Research

www.action-research.de Participatory methods of business development services and organizational development with examples of Mali, Tanzania, Tunisia, Mauritania, Niger, Burkina Faso.

	6-Pack for SME Development

www.bds-forum.net/6-pack-for-sme.htm 
Six product descriptions for SME development: 6-month BDS cycles, BDS portals, Networking, Capacity building of partner organizations, Monitoring and Evaluation for international projects and M+E for local partners.
	Start and Improve your Business

www.start-your-business.net Manual for busi-ness start-up and business improvement: Business idea generation. Information seeking (market, supply and infrastructure analysis, financial analysis). Business implementation (registering, financing). Follow-up (business management).
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