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MARKETING PLANNING AND PERCEIVED EFFECTIVENESS OF
PHARMACEUTICAL FIRMS : A COMPARATIVE STUDY BETWEEN
DOMESTIC AND MULTINATIONAL COMPANIES IN TURKEY

The purpose of this paper is to empirically determine the diffe-
rences between the marketing applications and perceived effectiveness of
Turkish and subsidiaries of multinational prarmaceutical firms. The mul-
tinational companies have evolved into a major phenomenon in the past
few decades. Their activities have become quite significant for develop-
ment of industries. The multinationals are also regarded as means for
advancing especially in developing countries because they provide tech-
nology as well as create job opportunities. On the other hand, the main
motives for establishing multinational corporations are access to raw
materials, lower manufacturing costs, and desirable environmental con-
ditions. The comparison of domestic and multinational companies have
been studied in the pharmaceutical industry because the multinational
subsidiaries are among the prominent manufacturers. |

A total of 20 companies, including all of the seven subsidieries
operating in the industry, were studied. The companies considered achievec
approximately 80 per cent of the total industry sales. The data collec-
tion instrument was a questionnaire that comprised certain questions re-
lated to measuring marketing effectiveness as perceived by company man-
agers and the organization of marketing practices as well as those direc-
ted to only the multinational subsidiaries to explore the scope of their
worldwide spread and level of control exerted by the parent organization.
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The questionnaire . was administered through personal interviews, hoewer
the respondents completed the section on marketing effectiveness items
themselves in order to reduce the response bias. Managers responsible
for the marketing or sales departments were interviewed in most of the
companies.

Findings of the study indicate that some differences exist be-
tween Turkish and multinational firms. Foreign firms tend to consider a
whole marketing system view encompassing suppliers. channels of distri-
bution, competitors. customers, and environment in planning their busi-
ness. Secondly; the multinational pharmaceutical manufacturers have made
it a regular practice to develop both detailed annual and long-term mar-
keting plans. Thirdly, the multinational companies perceive themselves
to have competitive advantage with respect to product quality and in
general, considering all of the marketing functions. Also. differences
become apparent in terms of the companies' promotion systems, as well
as the organization of their marketing departments. and their attitude
toward expected changes in price determination.

The research is guiding for both domestic and multinational com-
panies. Local companies can idenfiy their weknesses in terms of marketing
effectiveness while multinational companies may benefit from the findings
when entering the Turkish market or setting strategies for future deve-
lopments.



COK ULUSLU VE TURK ILAG FIRMALARINDA PAZARLAMA
PLANLAMA VE ETKINLIGININ KARSILASTIRILMASI

Bu arastirmanin amaci Tirk ila¢ Endiistrisindeki yerli ve cok u-
luslu ilag sirketlerinin pazarlama faaliyetlerinin uygulama ve firmalar-
ca gorilen etkinlik agisindan farkliliklarini deneysel olarak belirlemek-
~tir. Cok uluslu firmalar son 20-30 yilda Onemli bir konu haline gelmis-
lerdir. Faaliyetleri c¢esitli sanayi dallarinin gelismesinde 6nemli rol
oynamaktadir. Cok uluslu sirketler gelismekte olan llkeler tarafindan
teknoloji ve yeni i3 olanaklari yaratmakta ara¢ olarak goriilmektedir.
Diger taraftan, cok uluslu sirketlerin kurulmasinin temel nedenleri ham-
madde temini, imalat maliyetinin dusiikliigli ve uygun cevre sartlaridir.
Yerli ve c¢ok uluslu firmalarin ilag endistrisinde kar§11a§t1r11mas1n1n
nedeni, endistrideki yabanci firmalarin 6nemli imalat¢ilar arasinda ol-
masidir.

- 1lag endlstrisinde faaliyet gdsteren yedi firma dahil olmak iize-
re toplam 20 ilag firmasi incelenmigtir. Ilac endiistrisi toplam satisla-
rinin % 80'i bu firmalar tarafindan gergeklestirilmektedir. Verileri top-
lamak amaciyla hazirlanan ankette pazarlama etkinlidi ve pazarlama faa-
liyetlerinin dizenlenmesini firma yoneticilerinin gordigiu sekilde dlgen
sorulardan baska, yalnizca ¢ok uluslu sirketlerin diinya lzerinde ¢esitli
ilkelerdeki yayginligini ve ana girketin bu sirketler ilzerindeki kontro-
lini g6rmek amaciyla sorulmustur. Anket karsilikli goériigme seklinde ger-
ceklestirilmistir. Ancak pazarlama etkinligi ile ilgili kisim y6netici-
lere doldurulmas: igin verilmistir. Bunun amac1 cevap vermedeki hatalari
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Onlemektir. Anketleri biyiik cojunlukla sirketlerin pazarlama veya satis
bolimlerinden sorumlu elemanlar yanitlamislardir.

Aragtirmanin sonuglari - Tirk ve ¢ok uluslu sirketleri pazarlama
etkinligi acisindan ayiran bazi farkliliklar oldugunu gdstermektedir.
Yabanct firmalar, planlarini hazirlarken pazarlama sistemlerini imalat-
¢itlar, dagitim kanallari, rakiplér, misteriler ve cevreyi kapsayacak bir
bitin olarak gérmislerdir. Ikinci olarak, ¢ok uluslu ila¢ firmalari yil-
lik detaylt ve wuzun vadeli pazarlama planlari hazirlamaya daha fazla
onem vermektedirler. Ayrica cok uluslu sirketler mamul kalitesini sagla-
mak ve korumak agisindan ve genelde pazarlama islevlerinin timi distnil-
diiginde kendilerini daha avantajli gormektedirler. Bundan baska, firma-
lar, tanitim sistemleri, kurmus olduklari pazarlama bélimleri, ve fiyat
saptama sisteminde beklenecek degisikliklere karsi tutumlari agisindan
~ birbirlerinden ayrilmaktadirlar.

Bu arastirmanin sonuc¢lari yerli ve ¢ok uluslu sirketlere ydn gos-
termektedir. Yerli firmalar pazarlama etkinligi acisindan zayif noktala-
rint saptarlarken, cok uluslu firmalar Tlrk pazarina girerken, ya da ge-
lecekteki gelismelere uygun strategilerin belirlenmesinde sonuglardan
faydalanabilirler.



-vii -

TABLE OF CONTENTS

ACKNOWLEDGEMENTS
ABSTRACT

oooooooooooooooooooooooooooooooooooooooooooooooooooo
------------------------------------------------------------
ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo
----------------------------------------------------

ooooooooooooooooooooooooooooooooooooooooooooooooooooo

L. INTRODUCTION uvuuuureenuneeeennenoceccasenannssssssnannnnans
II. THE MULTINATIONALS IN THE WORLD ...vviveenncnnnnensecnncnnnn

2.1. Concepts and Characteristics of the Multinational
00} T 1
2.2. Place of Multinationals in the World Economy .........

ITI.

2.3.

2.4,

2.2.1.
2.2.2.
2.2.3.

History and Development ......cccevrieeivenenns
Current Position of Multinational Corporations.
Relations of Multinational Corporations with

Host Governments ....ieeiiiiieeennennncncnnnns

Setting Strategies for Multinational Companies .......

2.3.1.

2.3.2.

Process of Strategic Planning and Mana-

gement of the Multinational Compahy ............
a. The Time Dimension ceeeeerecienecenecancanas
b. Major Differences in Plans cececeecccacennes
c. Concepts of Strategic Planning «+-cccceen...
d. Centralized-Decentralized Planning ««ecc...-
e. Scope and Format of Strategic Planning ---.-
International Marketing Strategy ...eevevennnn.
a. Product PTanning «cceeeccrenenecancnecuennaen

“b. Pricing Strategy -eececcecececaciccacncaaans

c. Distribution Channel Strategy e««-ceccecen-..
d. Promotion Strategy «---e-ecec.. eeteescacanen

A Selected Review of Previous Literature ceeeeeecaace..

2.4.1.

2.4.2.

Studies Conceptualizing Multinational Corpora-
tions and Providing Justification‘for their
Existence in World Markets ...iveveerenennnnnnn
Empirical Studies on Multinational Corporation
Strategies ..eeeeceecnnccanccanas eesscsasacacna

‘A COMPARATIVE STUDY OF THE MARKETING PLANNING AND PERCEIVED

EFFECTIVENESS OF LOCAL AND MULTINATIONAL PHARMACEUTICAL

------

ooooooooooooooooooooooooooooooooooooooooooooooo

~ o1 o1 W

13

13

15

15
16
16
17
20
22
23
24
25
26

27

31

43



- viii -

3.1. The Pharmaceutical Industry ............ Ceteeseaneasane
3.1.1. Definition of the Industry ....ceveiiieneencenns

3.2.

IV. CONCLUSIONS, IMPLICATIONS, AND CONTRIBUTIONS

3.1.2.
3.1.3.

3.1.4.

3.1.5.
3.1.6.

3.1.7.
3.1.8.
3.1.9.

History and Development ....ceevvvecvescncnascnns

Sectoral Dispersion of the Pharmaceutical

b. Production of Active Raw Materials for

Pharmaceuticals ...veveveeoneenenes eeeeeenanse

Consumption ...veeceeennnaanas e
Foregn Trade ... ivieeeieeceseosoconcacsssnennnns
B 1115 o o /Y
b. Exports ..... s essseseceensetettcsersessasenne
Drug Pricing c..eeeeeeeeeceesoeesnnccoccososnnns
Legal Framework ....eveeeeeeeececencencconcnanas
Distribution and Promotion Practices in the

INdUSErY tivenenrieiinreencsncscscscsosncenansns .

The Research Methodology «.ecevececerenenecannannnsncss

3.2.1.
3.2.2.
3.2.3.
3.2.4.

Sample Selection veeeeeeeeeieecrernnsocesanannns
Data Collection Procedure and the Instrument ...
The Variables Studied and Hypotheses ...........
The Research Findings ............ tetrecersaeses
a. A Summary of Major Findings : Frequency

DistribULioNS vuieieereeneeeeennensesnnnancons

b. Analysis of Differences Between TwovGroups :

Multinational versus Turkish Firms ..........

c. Summarizing Important Effectiveness Items :
Factor ANaTYSTS tevererencersacecenscnnaconns

3.2.5. Limitations of the Study ......... PO

4,1, Conclusion on Research Findings .........  eeeeecaerena
4.2. Implication of the Study «.ceveeeieneenenaninaninnennsn

4.3.

4.2.1.
4.2.2.
4.2.3.
4.2.4.

Implications for Local Firms ceececerccieccnnnas
Implications for Multinational Companies........
Implications for Further Studies .....cceveeean.
Implications for the Academia .....ceceeeecnnnnce

Contributions of the Study in terms of Content and
MethodologY .teveeeeineereeeeanescacsasacsecsacssenaanas

Page
43
43
a4

45
46
46

48
48
50
50
51
52
53

54
56
56
58
59
66

66
80

87
88
92
92
95
95
96
97
98

99



- ix -

Page
APPENDIX 1 L i i i ie i ceree e eas 100
APPENDIX 2 et iiieienieeaaeennns ceeeeeaenn 101
BIBLIOGRAPHY

..................................................... 107



LIST OF FIGURES

FIGURE 2.3.1. Model for international strategic planning
and control



TABLE

TABLE
TABLE

TABLE
TABLE
TABLE

TABLE
TABLE
TABLE

TABLE
TABLE
TABLE

TABLE
TABLE
TABLE
TABLE

TABLE
TABLE
TABLE

TABLE

.2.10

- Xxi -
LIST OF TABLES

Some of the World's top multinationals' sales and
net incomes for 1982

GDPs of some less developed countries (1980)

A selective summary of previous studies on multi-
national companies

Market shares of local and foreign capital (%)
Density in the Turkish pharmaceutical industry

Production values in the Turkish pharmaceutical
industry

Production of active raw materials for pharmaceu-
ticals

Per capita consumption in Turkey and some other
countries (1982)

- Drug consumption as percent of GNP in Turkey and

some other countries (1979)

Pharmaceutical foreign trade since 1978

The 1ist of the pharmaceutical companies'contacted

Summary table of variables studied and their opera-

tionalization
Summary of firm characteristics
Summary of marketing effectiveness rating

Summary of firms' perceived competitive advantage

Summary of marketing related decision-making units in

firms
Summary of decision-making practices

Summary of marketing system's organization

Results of Fisher Test and t-test for effectiveness

fmeasures

Results of Fisher Test and t-test for competitive
advantage and firm characteristics

Page

40
45
46

47

48

49

50
51

61
68
72
75

76
78
79

83

84



--xii -

Page
TABLE 3.2.11 Results of the Discriminant Analysis 90

| TABLE 3.2.12 Factor Analysis for perceived importance of marketing
effectiveness items : 91



[. INTRODUCTION

One of the most dramatic and significant world trends of the last
two decades has been the rapid and sustained growth of international busi-
ness. In its traditional form of international trade as well as its newer
form of multinational business operations, international business has be-
come massive in scale and has come to exercise a major influence over
political, economic, and social development throughout the world.

There has been a number of studies done in the area of inter-
national business in general, and multinational corporations specifically.
Most of the research has dealt with different aspects of multinationals'
operations.

A number of researchers have looked at differences in the practices
of domestic and multinational corporations operating in a certain country.
Although all have analyzed different aspects of firms' practices with
varying approaches, the general conclusions of all studies is that there
are indeed some differences in the approaches of local and foreign com-
panies. '

So far, very few studies have been conducted with the purpose of
comparing marketing practices of Turkish and multinational corporations in
Turkey. This study's major aim is to compare the marketing effectiveness
perception of Turkish and multinational corporations operating in the
pharmaceutical industry. For the purposes of the study in question, multi-
national corporations are identified as those corporations whose major own-
ers are from the multinational headquarters. While joint ventures and
direct foreign investments fall in the scope.of this definition, assembly
type of production, contract manufacturing, and licence agreements do' not.

In order to limit the scope of the study, the pharmaceutical
industry was chosen since it is one of the industries where the multination-
als have a significant position among the major manufacturers in the Tur-
kish Pharmaceutical Industry.

Relating to the purpose, the main hypothesis of the study is that
there are differences between Turkish and multinational pharmaceutical



companies in terms of their approaches to marketing management. The re-
lavant subhypotheses are that differences exist between approaches to man-
agers' decision-making involvement, information utilized for decision -
making, firm performance, and perception of individual marketing effective-
ness items in domestic and multinational companies. Managers' decision -
making involvement is related to the extent of involvement by managers. In
some companies most decisions are made by only top management while in oth-
ers there is varying degrees of involvement of lower level managers.
Approaches to information utilization may also differ by companies in that
in some companies decisions are based on more quantitative,accurate, and
up-to-date information than in others. Sales and profit increases for a
specific time period are used to define firm performance. Marketing effec-
tiveness items are utilized to see if differences exist in terms of
perceived importance and frequency of application of certain marketing -
related practices.

This research has been designed with major emphasis on firms' per-
ception of marketing effectiveness which is one of the tools of strategic
control and measures effective handling of major attributes of a mar-
keting orientation that goes beyond general marketing control. The signifi-
cance of studying marketing effectiveness is that it leads to formulation
and execution of plans that contribute to overall success of firms. Since
this study focuses on application of marketing practices of firms for the
operationalization of marketing effectiveness, it deals with marketing -
related issues and omits major functions of organizations such as the finan-
cial and production aspects which contribute to overall effectiveness.
Neither has comparison of industries been undertaken.



IT. THE MULTINATIONALS IN THE WORLD

Before a closer look at the operations of multinational companies in
the Turkish Phamaceutical Industry specifically, a general view of the role
of multinationals and their evolution is useful in showing that they have
become a part of the world economy with their special structures and purpo-
ses. This chapter presents a discussion of the concepts and characteristics
of multinational companies, their role in the world economy, placing empha-
sis on their evolution, current position, and relationship with host coun- -
tries. The third section stresses the importance of strategic planning for
the multinational company. The final section of the chapter is a review of
the previous literature on multinational companies.

2.1. Concepts and Characteristics of the Multinational Company

In spite of the popularization of the term, there is not a unique
definition of the term "Multinational corporations", mainly because diffe-
rent aspects are emphasized in different studies. This section presents some
of the definitions accepted by many scholars. Broadly, any corporation with
one or more foreign branches or affiliates engaged in any kind of activity
may qualify as multinational (42).

According to Raymond Vernon, a "multinational enterprise" is a parent
company that controls a large cluster of corporations of various nationali-
ties. The corporations that make up each cluster appear tc have access to a
common pool of human and financial resources and seem responsive to elements
of a common strategy. Size is important as well; a cluster of this sort with
less than $ 100 million in sales does not attract much.attention. Moreover,
the nature of the group's activities outside its home country is relevant;
mere exporters, even exporters with well established sales subsidiaries
abroad, are unlikely to draw much attention, and mere licencers of techno-
lTogy are just as rarely mentioned. Finally, the enterprises involved general
1y have a certain amount of geographical spread, a parent with a strake in
only one country or two outside its home base is not often found on the list
of multinationals (43), '



Fayerweather defines the multinational firm as one which is in-
volved in any kind of international activity ranging from exporting to
operation of controlled factories abroad (15).

Behrman emphasizes that the essential characteristics of multina-
tional enterprises is the attempt to treat various national markets as one,
to the extent that it is permitted by governments. The multinational
company responds to market opportunities around the world and strives to
pull together various elements of its enterprise to take maximum advant-
age of its managerial know-how, advanced techniques, production in various
locations, and coordinated marketing and finance. It is a closely control-
led single enterprise doing business in a number of national markets under
different governments that achieves "unity through diversity" (7).

Kolde, after defining the multinational enterprise as a "number of
affiliated business establishments which function simultaneously in diffe-
rent countries" emphasizes that it is much more. He states, "it is much
broader than the flow of managerial talent and funds ..... it extends to
legal forms of organization, to ownership affiliations, to the physical
location and design of the facilities and to the entire functional spect-
rum ranging from distribution of products to fundamental research, to pay-
rolls, to labor-union organizations, and to relations with foreign govern-
ments and people. In sum, mulitinational enterprise represents the totality
of organizing and operating business establishments in an international
context" (24).

The varying definitions are the result of the different aspects of ;
the multinational company, and the uncertainty as to which aspect is to be
given priority in constructing a definition. The definitions can be grouped
with respect to the aspects they consider.

The first group of definitions is based on the financial or econo-
mic criteria which encompass variables such as size of the company, qUantity
of production, value of resources used, geographical dispersion and sales
revenues. The second group of definitions are based on the fact that de-
cision-making and control of production is the function of a main unit. ‘
According to this set of definitions, production related decisions of com-
panies operating in various countries, such as selection of production tech:
nology, use of resources, selection of marketing strategies are handled by



the home country. Definitions within the third group emphasize corporation
managers' approach to decisions concerning management. This is more of a
theoretical case since it assumes that a company is multinational if it
conducts policies disregarding nationalities at the management level (3).

As stated before, all of the given definitions and approaches re-
flect a different aspect of multinational corporations. For the purposes
of this paper, a general definition that a multinational company is one
which owns and controls the operations of its principal business activity
in several countries Tocated worldwide shall be accepted.

2.2. Place of Multinationals in World Economy

This section is significant in pointing out that multinationals
that emerged as a consequence of internationalization of business, have
evolved into a phenomenon with specific benefits and problem areas. The
section is analyzed in three parts which deal with the history and deve-
lopment of multinationals, their current position and finally their rela-
tions with host country governments.

2.2.1. History and Development

Although the multinational corporation is regarded to be a recent
phenomenon, the fact is that the beginning of internationa]ization dates
back to the second half of the 19th century. Following the industrial re-
volution, capital accumulated in the industrialized countries was invested
in areas of high return by large corporations. These investment areas were
located in colonies or less developed independent countries that provided
natural resources and cheap labor for which the European industry had a
great demand. However, it is obvious that the attempts-.of internationaliza-
tion in the nineteenth century were quite different from today's multi-
nationals. One differentiating characteristic of the big corporations of
that era and the multinationals of today is that the former multinationals
chose to operate in their own colonies or less developed countries where
they could exert their political powers (3).



In the nineteenth century flow of foreign capital was from Europe,
England holding the highest share, to Asia, Africa and underdeveloped na-
tions of America. United States entered the international arena in 1876,
after the issuance of a Customs Duty Law. European and United States cor-
porations invested in the following areas in the time intervals stated below.

1800 - 1890 : Natural resources and agricultural production

e.g: Mines, petroleum, rubber, wool, etc.;
1891 ~ 1940 : Chemicals, foodstuff, automobiles, etc.;
1941 - 1945 : Management of substructure; electricity, gas, transportation

etc. (29).

Earliest examples of the modern multinationals had been established

Tong before the 1930's. Hoffman-La Roche, which started to produce pharma-
ceutical in Switzerland in the late nineteenth century, later established
production plants in Germany, France, the United Kingdom, and the United
States by the year 1908, IBM, Esso, Royal Dutch Shell, Unilever, Nestlé, ICI
Philips and many others are among the multinationals estabiihed at that time

However, there was a stagnation in the development of multinationals
that Tasted until the 1950's. Many reasons account for this stagnation perioc
including the growing domestic markets, especially in the United States,
later the depression, World War II, and postwar uncertainties.

While in the early periods multinational businesses were establihed
by European countries, in this second phase, the United States became the
leading country in internationalization. The most important reason explain-
ing this outward push of U.S. investments would be the impact of antitrust
laws on U.S. industry. One branch of these laws was forged in the 1930's
and 1940's precisely to fight cartels and international arrangements. Con-
sequently, at least for U.S. corporations, such agreements were illegal
after the War, and prosecution was vigorous. Other relevant factors can be
listed as the opening of economic space in the Common Market, rising stan-
dards of living, governmentencouragement of foreign investment,the American
lToss of awe of their European counterparts, and the competitive spirit of
U.S. management (34).

In the same period European and Japanese multinational corporations
have also shown considerable developments. Investment opportunities were



sought in industries using advance technology. Until the 1960's, multina-
tionals which deal with financial services, hommunications and machinery

obtained the highest share in development. After the 1960's electronics

moved up to the first place. The motives for internationalization and es-
tablishing multinational corporations have become even more apbarent in

the last few decades. The main motives can be listed as access to cheap-

er raw materials, lower production costs due to low wage rates in cer-

tain countries, proper distribution of mines and oil, desirable climate

and geographical conditions (29).

2.2.2. Current Position of Multinational Corporations

Following an historical evolution, it is seen that instead of a
nationalistic approach, the trend is toward an international cohesion,
not only within the business environment but also among different sub-
cultures. The enormous size and steadily growing importance of multina-
tional corporations are clearly revealed when viewed in the context of
world economic activities. It would not be wrong to say that the returns
obtained from the activities of many multinational corporations are great-
er than a large number of entire national economies. The value-added by
each of the top ten multinational corporations in 1971 was in excess of
$ 3 billion - which is greater than the gross national product of over
80 countries. The value-added of all multinational corporations, esti-
mated roughly at $ 500 billion in 1971, was about one-fifth of world
gross national product, not including the centrally planned economies (42).

According to the Fortune classification, in the year 1982 the
total sales of the world's top 50 industrial corporations amounted to
$ 1240 billion, while their total profits equalled $ 39 billion. A list
of some of the multinationals, their sales and net incomes are given in
Table 2.2.1. .

When comparing the earnings of these multinationals selected from
a list of 500 international industrial corporations with the GDPs of some
less developed countries (Table 2.2.2.) it is seen that some of the multi-
nationals' net incomes by far exceed the GDPs.



TABLE 2.2.1.

Some of the World's top multinationals'
sales and net incomes for 1982

Sales Net income
Company ( $ 1000 ) ( $ 1000 )
Exxon 97,172,523 4,185,932
Royal Dutch / Shell 83,759,375 3,486,694
Mobil 59,946,000 1,380,000
British Petroleum 51,322,542 1,245,623
IBM 34,364,000 4,409,000
E.I. du Port de Nemours 33,331,000 894,000
Unilever 23,120,471 659,550
Siemens 16,962,630 279,794
Hitachi 16,262,015 602,746
ITT 15,958,440 702,816
Hoechst 14,408,902 106,544
Bayer 14,346,280 58,901
Nestlé 13,610,690 540,216
ICI 12,872,600 253,673
Procter + Gamble (1983) 12,452,000 866,000
Minnesota Mining + Manufacture
(1983) 7,039,000 667,000
Ciba - Geigy 6,793,537 304,548
Pfizer (1983) 3,750,000 447,100
Roche /Sapac 3,494,873 138,350
Sandoz 2,978,076 134,316

Sources : Fortune Aug. 22, 1983; p. 170-187;

April 30, 1984 p. 180



TABLE 2.2.2. GDPs of Some Less Developed countries (1980)

Country GDP ($ 1000)
Botswana 401,000
Brundi - 700,000
Chad 540,000
Fiji 937,000
Guyana 437,000
Lesotho 540,000
Laos : 220,000
Mauritania 618,000
Somalia 407,000
Togo | 765,000
Tonga 40,000

Source : The World Almanac and Book of Facts, 1983

We are now living in a world where corporate dominance is in-
creasing. There is a notion that the world is moving toward a situation
where the major part of its industrial output will be dominated by a
small number of giant corporations. In fact, it is believed that by the
year 2000, there will be around 300 multinational firms controlling the
majority of output throughout the world (27).

One recent trend in the activities of multinational companies is
to engage in job creating projects that do not directly benefit them.

-
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According to Merritt (1984) (26) this project is motivated by three pri-
mary forces : '

1) The cost of government relief for the unemployed is becoming .

such a tax burden that companies are beginning to do their
part to ease the problem;

2) skilled workforces tend to move out of depressed regions in
search of jobs, making later rehiring difficult;

3) any effort on behalf of the unemployed is at least effective
public relations.

Unemployment is on the rise again in developed countries. So far
dramatic job losses have occured in traditional domestic industries like
steel, shipbuilding and textiles. However the next round of industries
is expected to be more technologically advanced ones such as engineering,
automobiles, microelectronics and computers where the multinationals are
concentrated.

The multinationals that have been accused of being anti-social
until recently are now involved in creating viable, self-sustaining jobs
outside their own corporate structures. Even as the creation of new jobs
gains popularity among companies, the need for such effort is accelerat-
ing alarmingly. '

Many of the job-creating projects have been launched by local
initiatives spontaneouély. Multinational groups with bases in both Europe
and North America have independently seen the need to provide such new
employment. .

The involvement of a multinational group in)job creation stems
from a pragmatic view of the situation. Both international and domestic
corporations are' aware that somehow they are going to pay for the cost
of high unemployment which is unavoidable in the near future. Job crea-
tion seems to be less expensive and more positive as an option.
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2.2.3. Relations of Multinational Corporations With Host Governments

The multinationals have become the subject of worldwide contro-
versy. Although they have the same business and commercial features with
that of domestic corporations, they have capabilities and alternatives .
not possessed by purely national companies. One advantage of multina-
tional companies is their capacity to shift operations around the world
so as to reduce costs and improve efficiency and greater ability to ex-
pand their market penetration. The rapid growth, diversity, and central-
ized policy making enable the multinational companies to become more
flexible and more mobile. Due to their centralized nature, sometimes
disputes ‘arise between the multinationals and the host countries. Both
the multinational companies and the host governments have different ob-
jectives in approaching investments. While the multinational company
wants to maximize profits of its global operations the host country is
interested in the contributions to wealth and economic growth through
capital, technology, managerial and organizational capabilities that the
multinational enterprise can provide both domestically and internation-
ally. However, the host countries are caught in a paradox, because the
multinational enterprise is also seen as a threat for the national econo-
mic and political sovereignty. Considering the benefits and disadvanta-
ges, the host governments are faced with the trade-off between sover-
eignty and greater wealth (6).

Host countries often charge the multinationals for limiting their
investments with basic technology and deprive natives of business oppor-
tunities. Governments want the multinationals to initiate and implement
projects that they cannot start on their own (21). However, they do not
want the advanced technologies to be determined solely by the enterprise,
because of the fear that their companies will become dependent on the
country of the parent company for technological advances. Governments
fear that their economic development and military and political influ-
ence will diminish without national sources of technological advance. To
advance independently requires having domestic facilities for fundamental
research, which is a key for a nation's development. Technical innova-
tion has become a key element in the economic strength of firms, indus-
tries, and even of countries. The competitive position of a firm or of
a country depends on the speed with which it can introduce new or tech-
nologically superior products along with strategies related to existing
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products. Sole dependence on the multinational means that it determines
when products are introduced in host countries and what techniques are
adapted. While the multinational enterprise brings a higher level of
technology to the host country, it also raises problems of a claim on
national resources and control of the results of research. As long as
domestic ownership and control over key sectors and key technology are
not achieved, national governments will feel threatened.

Host governments also fear disturbance of economic plans. Even
though the multinational corporations may contribute to the objectives
of economic growth in the host country, the fact that the decision cen-
ter is outside the jurisdiction of the host government increases the un-
certainty facing host governments.

Thus, considering the benefits and disadvantages, the host govern-
ments are faced with the trade-off between sovereignty and greater wealth.
This issue does not bring up open conflict between nations, but continu-
ing tensions. Each party knows that it cannot get rid of the system, and
will have to live with the others and compromise to achieve objectives

(6).

Tensions between the multinational corporations and nations can
be reduced by taking certain measures. Firstly, the multinational corpo-
rations have to take full account of the policies, conditions, and aspi-
rations of each country in which they are established. The fears and un-
certainties that exist in some countries about these corporations can be
reduced by disclosure and publicity of corporate activity, including
financial data, and by explaining the corporation's long-range goals,
policies and involvement in each nation's life. And secondly, home coun-
tries should be careful in not using multinational corporations as ins-
truments of national political policies and avoid unnecessary discrimi-
nation. Governments should fully support the principle of an interna-
tional code under international sponsorship, including a reasonable
statement of the obligations of investors, home and host countries. Con-
sequently, the arising problems should be solved within a multinational
framework rather than bilaterally (34).
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2.3. Setting Strategies for Multinational Companies

This section concentrates on international business from the
viewpoint of the decision maker within the firm. The first part discuss-
es the process of strategic planning and management of the multinational
marketing company, and the second part emphasizes the formulation of in-
ternational marketing strategy to achievement of the objectives of the
multinational companies.

2.3.1. Process of Strategic Planning and Management
of the Multinational Company

Owing to sudden- changes and increasing uncertainties in the busi-
ness world, it has become essential for multinational companies to deve-
lop tools as a guide for complex decision making. Planning has turned
into a more significant issue because it is now more important for multi-
national companies to be prepared to meet the challenges. In a world of
rapid developments firms desire to plan their actions and influence their
future. Planning is undertaken to fulfil the major aim of optimal use of
a firm's combination of assets.

Although planning consists of both long-term strategic planning
and short-term tactical planning, which are both crucial for guiding a
multinational company, strategic planning is especially significant
because it involves the basic phildéophy, directions, and objectives of
the company in the long run. It also develops major strategies and prog-
rams to utilize a company's resources and capabilities to attain its ob-
jectives. Within this framework, the company establishes tactical plans
and operational budgets that deal with business operations.

1/ This section has been based on the discussions of the following book:
Dymsza (14); Robock et.al. (33); Cateora, Hess (9); and Keegan (22).
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Strategic planning helps a multinational company to make major
business decisions of allocating limited resources by taking into account
global opportunities, global alternatives, and future global consequences.

Such a strategy aims to maximize results on a multinational basis on comp-~
lex international problems.

Strategic planning for multinational companies is much more comp-

lex than it is for domestic firms. This complexity is a consequence of
multinationals' characteristics.

First, the multinational company faces a multiplicity of politi-
cal, economic, legal, social and cultural environments as well as diffe-
rent rates of change in them. Second, there are complex interactions
between the multinational firm and national environments because of
national sovereignty, widely disparate economic and social conditions,
and other factors. Third, geographical distance, cultural and national
differences, variations in business practices and other differences make
communications difficult between the headquarters and the overseas orga-
nizations. Fourth, the degree of significant economic, marketing, and
other information for planning purposes varies a great deal among coun-
tries in availability, depth and reliabilityQ Furthermore, modern tech-
niques for analyzing and developing data may not be highly developed.
Fifth, analysis of present and future competition may be more difficult
to undertake in a number of countries because of differences in indus-
trial structure and business practices. Sixth, the multinational company
is confronted with regional organizations which achieve various degrees
of economic integration, as well as national environments.

The above mentioned characteristics make planning for multina-
tional companies much more difficult and at the same time essential
because survival of multinational companies can be achieved through

-~

careful planning.

Practices of strategic planning show variations among companies
with respect to its many aspects such as the time dimension, interrela-
tionships between strategic and tactical planning, centralization and
decentralization of the process, the administrative arrangements and the
scope, emphasis, and format of strategic planning. These aspects of
planning are shortly analyzed below.
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a. The Time Dimension .

Firms' plans can be grouped into three with respect to their
time dimension; (1) long-range planning of ten to twenty years (2)
medium-term planning ranging from three to seven -often five- years and
(3) short-term planning of six months to two years -usually a year.

The long-range planning which can be called strategic involves
defining the company's basic directions and objectives and formulating
major courses of action to achieve its goals. While the medium-term
planning involves formulation of more detailed objectives for the com-
pany, the short-term plans are highly detailed operational plans for the
company and its major units around the world. Although the medium-term
plans deal with strategic aspects as well, the longer-term plans are
considered more significant in strategic planning. However, due to
difficulties of formulating and implementing plans for time periods of
ten years or more as a result of the enormous changes the world is under-
going, top management of many multinational companies do not find it
feasible to plan meaningfully beyond a period of about five years. The
practice of some multinational companies is to alter the time scope of
their affiliates or of certain functional departments.

b. Major Differences in Plans .

Strategic planning is different from tactical planning in many
aspects. Strategic - planning, which is undertaken by top management, is
more future-oriented and deals with the basic directions of the enter-
prise, concentrating on the formulation of the company's worldwide objec-
tives and major strategies and programs. tactical pianning is detailed
and for a shorter périod of time. It is undertaken by many layers of
management and 1is concerned with more specific issues. It provides a
base for the company's operations and day-to-day decision making.

The strategic and tactical plans may be, and are prepared follow-
ing differing orders in different multinational companies. While some
build their tactical plans on the strategic plans,others formulate stra-
tegic plans based on a yearly tactical plan. A third alternative would
be to develop strategic and tactical plans simultaneously. This may en-
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courage sounder strategic plans for decision making purposes. The most

important point 1is to provide and maintain consistency between the two
plans.

c. Concepts of Strategic Planning .

As stated earlier, strategic planning involves selection of
policies and strategies, which become the guiding framework for deter-
mining resource commitment based on the company's long-range objectives.
The core of strategic planning is a realistic evaluation of the firm's
present strengths and weaknesses, and a thorough analysis of the effects
of possible changes that are, or might be occuring in the firm's envi-
ronment over the long run. The analysis of anticipated internal and ex-
ternal operating conditions provides a foundation for the realistic de-
termination of long-range objectives, such as what market to serve with
what products, sales, profits and return on investment targets and
social commitments. A clear set of objectives leads to a consideration
of alternative courses of action that might be used to accomplish them
and to the adoption of a specific set of strategic programs. These op-
tions include the choice of countries for expansion, the location of
supply and production, and coordinated long-range plans for each of the
major management areas. Strategic planning provides a framework into
which each functional plan can be integrated, resulting in a plan for
the entire company.

In short, strategic planning is involved in cookdinating and in-
tegrating future directions, objectives, and worldwide policies of the
multinational company, anticipating changes and being prepared for deve-
lopments, integrating managements of overseas affiliates in goal setting
and establishing basic international strategies for long-term and short-
term decisions about major issues that will determine .the future potential
of the firm.

d. Centralized - Decentralized Planning .

Organizational structure for the planning function show varia-
tions in different firms. Multinational companies may adopt centralized
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or decentralized planning. In centralized planning, the parent company
assumes major responsibility for determining objectives, strategies and
programs whereas in decentralized planning the national affiliates take
the initiative for developing plans or some combination of the two.

Centralized planning is favored because the headquarters can
better integrate the plans for affiliates and product lines owing to its
broader perspective of company's diverse international operations in
various countries and product lines. However, this type of planning has
some limitations. The head office staff may be too remote from the real
picture.. It may not be aware of certain problems. Moreover such an im-

posed strategic plan may be readily accepted by those who are required
to implement them.

Decentralized planning has the advantage that the division and
subsidiary officers who shall implement the plan also take the initia-
tive in formulating it. The planners know limitations and advantages of
the local scene. This enables formulation of more realistic objectives
and even strategies to achieve the goals, considering local variables,
opportunities and constraints and considering managerial capabilities.
A combined approach is undertaken by some multinational companies.

e. Scope and Format of Strategic Planning .

Multinational companies have widely differing structures for
their strategic plans. These variations in scope, content, emphasis and
format may depend on the nature of the company, its products, its orga-
nizational structure, its stage of internationalization, experience in
planning, etc. '

Some firms prepare detailed plans covering both general and spe-
cific objectives and elaborate analyses, which turn the strategic plans
into tactical plans. In some companies, strategic plans are concisely
written statements of objectives, strategies, policies and programs.
Other than these extremes, in some firms plans are prepared by careful
spelling out of objectives, and major opportunities for development and
growth of the company. Also problem areas and risks are pointed out. Re-
gardless of these variations, managements should have plans written out
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and distributed throughout the entire organization to attain clarity in
objectives, strategies and policies. In this way strategic planning

serves as a meaningful framework for long-term and short-term decisions
of the company.

Within this framework, multinational strategic planning emphasizes
managerial and competitive audits, analysis of environments, setting of
specific objectives, formulation of strategies after considering alter-
natives, tactical plans and action brograms to implement strategies and
recycling of plans. All parts of the process of planning have close in-
terrelationships and feedbacks.

The multinational company wusually starts with profitability
goals in terms of amounts, return on investments, assets, sales, rate of
growth per year, or growth in earnings per share for all major units and
the overall enterprise. It then establishes specific marketing, produc-
tion, logistics, technology, personnel, acquisition and other goals over
the planning period. These goals provide the basis for determining in-
ternational strategies.

In the light of the aspects discussed above, Dymsza, in his book
"Multinational Business Strategy" presents a generalized model for com-
prehensive and integrated strategic planning by a multinational company
in the industrial field. (Figure 2.3.1)
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2.3.2. International Marketing Strategy

Formulation of international marketing strategy is discussed in
this section. Setting of marketing goals, specification of the interna-
tional marketing concept, and the determination of marketing opportuni-

ties by countries, areas and products provide the framework for the es-
tablishment of marketing strategy. ’

The marketing strategy, which involves identification of the
company's major international opportunities, allocation of its marketing
resources and talents, the determination of major programs to achieve
its sales, market penetration, and profitability goals, is the core
strategy to provide a key to the others.

As a framework for developing its marketing strategies, the mul-
tinational company first identifies and assesses major marketing oppor-
tunities and potential by major countries and products. For the coun-
tries identified as having future potential, in-depth marketing research
which provides analytical data for determining the size and growth of
national markets, to company's possible market penetration by major pro-
ducts, sales projections, and specific marketing programs, can be under-
taken by utilizing either secondary sources such as published statisti-
cal data or various surveys and field studies. Conducting marketing re-
search has limitations in some countries due to the negative cultural
attitudes against systematic analysis, lack of available data, unrelia-
bility or biases in it and the unavailability of competent research per-
sonnel. In some companies the headquarters has a centralized staff which
assists overseas affiliates in undertaking the analysis. OQutside market
research agencies can also be consulted for this purpose provided that
it will bring additional benefits to the company. On the basis of the
data provided by market research, the compahy forecasts sales in princi-
pal markets by major products over the planning period. Market potential
should be ascertained for new as well as existing products that have the
best opportunities in relation to risk around the world. This analysis
identifies significant marketing characteristics that enable a multi-
national corporation to adapt its capabilities to country and regional

environments.
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After determining market potential in various countries, the
company formulates its marketing mix strategy which specifies the role
and emphasis of product planning, pricing, distribution and promotion
policies for its national affiliates, major divisions, and the entire
company. Although obtaining an appropriate mix is the major aim, it is
not always possible because of the interdependenceof the components, the
reaction of the major competitors and chénges taking place in national
and regional environments. The marketing mix strategies have to be
adapted to variations in economic, political, legal, social, and cultu-
ral parameters of countries. Marketing institutions and consumer charac-
teristics should be taken into account. Strategies have to be adapted
to the nature and degree of actual ano potential competition in the
national markets as well. Due to different social and cultural habit
patterns and marketing institutions, marketing mix strategies that work
in one country do not hold in another, so the many variables involved
and the differences among companies and product lines make it difficult
to be specific about marketing mix strategies. However, a multinational
company can start with the marketing programs that have been succesful
in its home country and other areas and then adapt them to particular
natidnal characteristics, marketing institutions, consumers' tastes, and
other factors in various countries. Although standardized global market-
ing has quite a lot of advantages such as significant cost savings,
easier planning and control at the top level, and less effort spent per
market, full international standardization of mix strategies is not
achievable for several reasons. These reasons can be attributed to dif-
ferences  in the physical environment, stage of economic development,
cultural factors, industry conditions, marketing institutions, and legal
restrictions within countries. Although uniform marketing mix strategies
are impossible to apply worldwide, some components of the marketing mix
can be standardized for countries of similar characteristics. One impor-
tant aspect of marketing planning is to determine which aspects of the
program have to be devised distinctively for national markets. At this
point the management of the domestic affiliate and the headquarters in-
terchange views and determine the marketing strategy suitable for the

specific market.
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a. Product Planning.-

Product planning involves decisions concerning products to be
introduced to, altered or removed from the market in countries with dif-
ferent environments and characteristics. It also has to consider the
timing of the introduction of new products, the improvement of existing
products and the ways of achieving a balance between the two in its pro-
duct strategy to achieve the company's marketing and profitability goals.

Most firms have to develop strategies to adapt products to na-
tional markets. Products may be adapted in size, content, packaging,
color, ingredients, etc. The decision as to making substantial or minor
‘changes or no change at all depends on the necessity to adapt in the
certain country. Product adaptation becomes necessary when the potential
contribution to profits exceeds the incremental costs involved over the
planning period and when it aids the achievement of marketing goals and
objectives.

Product planning involves the ways in which the physical product
is identified and presented to the consumer and the services the company
can provide like guarantees, services on durable goods, and the availa-
bility of spare parts. The strategy of market segmentation is also re-
lated to product planning since it is achieved by adding various products
to the product mix appealing to different segments of the market deter-
mining the product mix in various countries, companies should consider
potential demand, their marketing capabilities and reputation, competi-
tion, the level of economic development, and other related environmental
factors. Another aspect of multinational product planning is to deter-
mine the product-communications mix, which is the relationship between
the product and the advertising promotional themes used for regional
and national markets. Dependihg on the cultural or environmental factors,
a multinational company may utilize various levels of standardization
for the advertising message.

The multinational company should also plan and phase the deve-
lopment of products in various countries to the product life cycle and
growth of demand. In order to keep some markets, the multinational com-
pany has to improve products that are reaching the maturity stage of
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their product 1life cycle in the country. Also, it should have new pro-
ducts in the process of development to replace old products that have
.passed maturity and are declining in sales. This is eSpecially important

to make use of existing plants and in order to pertain sales and profit
levels.

A final aspect of product planning is new product planning,
which involves determining future market requirements in various coun-
tries, generating new product ideas, utilizing the technical, engineering
and marketing capabilities to develop products suitable for national
markets. New product development includes execution of international re-
search to determine emerging technical capabilities, new product ideas
for national markets, research, engineering, and product development,
product testing and initiation, and finally market development of the
product according to its life cycle.

b. Pricing Strategy .

Pricing strategies of multinational firms are to be - established
in connection with the other marketing mix elements at worldwide and
country levels. The issues mainly related to the pricing'strategy can be
identified as emphasis upon price competition in the total marketing
mix, establishing a uniform or varying pricing structure, being a price
leader or follower, emphasis on promotional pricing, pricing products
over the life cycle, type of pricing and new product pricing.

Although multinational firms choose to apply somewhat standard
pricing strategies worldwide, again due to differences in demand, cost
structures, competition, codsumers‘ tastes, governmental regulations,
and many other environmental parameters, there is reasonable justifica-
tion for allowing national affiliates to construct their own pricing
strategy within a framework established by the hea&quarters. Companies
face governmental regulations that restrict pricing in some countries or
industries. Also, international cartels have significant roles in set-
ting prices for certain products.

The role of pricing is set relative to the other components of
the marketing mix. Some firms emphasize price competition to achieve
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“market penetration goals, while some others emphasize non-price competi-
tion to stress other aspects of the product. The general practice is to
keep a stable price which matches the prevailing market prices.

In choosing type of pricing, most companies settle for cost-plus
pricing. This basic way of price determination is simple and leads to
fairly stable prices, but it is highly inflexible for overhead and
standard costs are allocated arbitrarily. Multinétional companies strive
for more flexible pricing strategies. Management of national affiliates
are closer to the market, so they are more informed about the demand and
purchasing patterns of the consumers. However, the product pricing met-
hod applied in a subsidiary should conform to the general gquidelines
established by the head office, considering a company image.

~ New product pricing strategies are also established by the head-
quarters. The company may either choose to apply "skimming pricing",
that 1is starting with high margin prices at the initial stages of pro-
duct introduction and later lowering prices, or "penetration pricing",
which is starting with low margin prices to achieve market penetration
and then increasing prices.

There is also the subject of transfer pricing which should be
mentioned in relation to international pricing strategy. It is the
pricing of products transferred within the multinational company. The
intercompany transfer-pricing policy on goods should be related to the
production, and marketing strategies of the company and should be set to
attain the enterprise's specific objectives. Transfer pricing policy is
established in relation to regulations of tax authorities in home and
host countries, international competitive prices, anti-dumping require-
ments, customs duties; import quotas, licensing and 6ther restrictions,
local inflation and the possibility of currency devaluation, antitrust
regulations, as well as the usual environmental variables.

¢. Distribution Channel Strategy .

The multinational company has to develop a distribution strategy

to fit its marketing mix planning. The distribution strategy to be applied
depends on the company's marketing approach, its product lines, the char-
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acteristics of national markets, the market structure that prevails in
various countries, costs of alternative distribution, the degree of
control the company seeks to achieve, and other factors. The currently
available type of distribution in countries, the middlemeh, their mark-

up, the functions and services they perform and their effectiveness are
other factors to be considered.

As with most of the other issues, the multinational companies
aim at achieving more effective control of distribution in subsidiaries.
This is both difficult and risky if the company is engaged in the produc-
tion of consumer goods that are distributed over a wide area.

A company which is in the distribution channel selection stage
has to decide whether to try to use available intermediaries, encourage
the development of other middlemen or establish new types of distribu-
tion.

Dealing with intermediaries brings out the issue of the degree
of market coverage and cooperation with middlemen. While extensive mar-
ket coverage means employing many channel members and less control at
the headquarters level, selective market coverage is applicable for pur-
poses of closer control of market performance. '

d. Promotion Strategy .

Promotional. strategy involves issues of determining the promo-
tional mix by countries and worldwide, deciding on the use of advertising
agencies, selecting media in the case of advertising and determining the
scale of effort. Again, the strategy is designed to suit the worldwide
marketing objectives of the multinational company. Promotional strategies
in multinational firms involve either a headquarters staff, or a local
sfaff. In some cases joint efforts of both parties briﬁg out a strategy.

Promotion strategy involves considering personal selling, adver-
tising, sales promotion and publicity. Promotional strategy depends
mainly on the marketing orientation of the company, its product lines,
the type of products, cultural attitudes, habits, behaviors of the target
market, governmental restrictions, the marketing institutions and other
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factors. Certain products' advertising is prohibited in some countries.

Alsc in some countries certain media are not available for promotion
purposes.

One issue common to most multinational companies is determining
the extent of standardization of the company's promotional strategy.
Companies are moving toward uniformity, but cultural and other limita-
tions are again present. The best multinationals can do for countries of
varying characteristics 1is to develop a general framework and let sub-

sidiaries build their own programs based on this guiding framework to
better conduct the message.

In this section, the formulation of international marketing
strategy related to achievement of the objectives of the multinational
company is analyzed. The setting of marketing goals, the specification
of the international marketing concept, and the determination of market-
ing opportunities by countries, areas and products provide the framework
for the establishment of marketing strategy, major aspects dealing with
determination of the marketing mix globally and by countries. Some
opportunities exist for standardizing the mix, although adaptations may
be essential for particular countries and products.

2.4. A Selected Review of Previous Literature

The recent interest on multinational companies and their activi-
 tives has generated quite a number of interésting studies, both theoreti-
cal and empirical. In the first part of this section, studies conceptu-
alizing multinational companies are presented; in the second part empir-
ical studies on multinational strategies are dicussed.
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2.4.1. Studies Conceptualizing Multinational Corporations and
Providing Justification for their Existence in World Markets

The current issue of multinational corporations have been studied
in many perspectives. One basic point of view of theoretical studies is
the evolution of the multinational corporations and their role in the
world economy. Weinshall (1975) (44) has studied the development and the
universal role of the multinational corporations. He states that they
are an inevitable concequence of the worldwide developments. After the
Industrial Revolution more and more groups tarted to get involved in the
decision making process, first within the firms, and later the span was
~enlarged to include the industries. The further steps were incorporation
of organizations, customers, and governments into the decision making
process. Eventually, the growth in scope of the decision making process
accounted for the flow of operations overseas. International operataions
first had more nationalistic approaéhes. but as the operation expanded
to more countries, their national attitude started to change to a global
attitude. This was attiributable to the emphasis put on the development
of the business operation and also to the fact that as more parties are
involved the original national identity lost its significance. According
to Weinshall, when increasing number of countries are involved a
"Multiple Structure" is created. He identifies Multiple Structure as "an
’ inévitable consequence of the dynamics of the effect of growth". In
order. to accomodate substantially different organizational size. the
management has to operate in different structures according tc the
actual and predicted situation of the organization. This .is necessary
because multinationals operate in countries of totally difeerent socio-
cultures. According to Weinshall; establishing multiple structures has
certain advantages for multinational corporations because in a multi-
structure, changes in one part of the organization don't necessarily
require a slow-down in other parts. Also it enables the organization to
operate in different countries with different managerial structures.
Weinshall states that a very important factor in the Multiple Structure
is the Chief Executive, whose position requires him to be a flexible
leader, able to deal with different people easily. In the late 20th
Century, the multinational corporations are now encompassing more of the
industrial and business activities of the world, so they have suprana-
tional attitudes, to the extent that they are allowable by national
governments where they operate. The author later discusses the role of
Multinational Corporations in comparison with nation-states, from the
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point of view of their contributions to the world. His argument is that
multinationals act as agents of peace among nations, bridgé the gap bet-
ween rich and poor parts of the world, by transferring technology and
managerial practices, and since the multinationals are taking over more
power and responsibilities from the nation-states of the world, their
growing role seems to be beneficial for the future of humanity.

Quinn  (1969) (32) examines the role of multinational companies
in technology transfer. His article explains why technology transfer has
become so crucial and the specific ways in which this flow of knowledge
is achieved on a worldwide scale. It is largely the technological appli-
cation of land, labor, capital and education; not their mere presence
which determine a nation's potential for economic growth. The author
points out some of the conflicts that can exist between the objectives
of a company and the national policies of host countries. Behind the na-
tional policies lie fears of beingAunable to maintain their self-suffi-
ciency. The two potential conflicts are (a) conflicts in policy between
the host and parent countries, and (b) conflicts between company strategy
and national goals. According to Quinn, successful multinational com-
panies have found ways of adapting their policies to achieve maximum
benefits and minimum conflict, both for themselves and for the countries
in which they operate.

Another major subject studied by academicians is the decision of
selecting a country for investments. Stobaugh (1969) (39) discussed the
findings of his study on 40 international companies. In his first arti-
cle, he points 6ﬁt certain variables which should affect the choice of
investment locations among candidate countries. Four of these variables-
market size, willingness and ability of governments to provide a good
investment climate, availability of local technology and know-how,
distance from major producing countries - and three of them - freight
costs, economies of scale, consumers' need of the products - to the
country in question. In considering an investment site, the investor
should combine the given variables as a guideline that can help him make
a preliminary screening of possible investment opportunities. In his
second article, Stobaugh (1969) (40) shows why many companies are now
moving toward more sophisticated procedures in assessing foreign invest-
ment climates. He suggests 4 approaches which he names as (a) go-no go;
(b) premium for risk; (c) range of estimates; and {d) risk analysis.
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The risk factor is analyzed by others also. Haner (1979) (17) in
his study of investment risk rating, recommends multinational corpora-
tions considering overseas investments to make use of a political fore-
casting system that assesses the stability of foreign governments. Ac-
cording to Haner, application of political forecasting involves predict-
ing political conditions in the country, estimating probability for
seriously modifiedvconditions, determining the effect on profit perfor-
mance of the investment if a change occurs in political conditions, and
judging the net impact of political change on predicted cash flow. |

Pretschker (1980) (31), on the other hand, analyzes the adminis-
trative environment, as risk factor for direct investment in developing
countries. His essay explains how inadequately enterprises maintain
their relations with their administrative environment, that is the muni-
cipal, state, foreign, and international authorities, the opportunities
missed or disadvantages to be put up with respectively by doing so, and
by which enterpreneurial and state activities this inadequacy could be
remedied. According to Pretschker, non-governmental consultants can have
a significant role in the reduction of administrative risks. Management
consultants and bilateral chambers of commerce do not undergo as much
restraints as the governmental consultants, so they have a better oppor-
tunity to contribute to the reduction of administrative risks.

Jain and Bavishi's (1979) (21) article on guidelines for doing
business with LDCs presents a major controversial issue. They state the
interests of multinational corporations and the less developed host
countries. According to the authors, the multinationals scare host coun-
tries worldwide with their enormous power, but LDCs react more strongly
than developed countries because multinational companies in LDC's sym-
bolize colonialism, so they tolerate multinationals to the extent that
they are absolutely neCessary for economic development. The authors
agree that multinationals have a transitory role in LDCs, and that multi-
nationals should formulate strategies in order to accomplish their goals
while the LDCs' need for them still remains. They state that operations
of multinational corporations in LDCs conform to a life cycle pattern
which can be broken down into five stages, which they name courtship,
honeymoon, post - marriage, divorce and mutual coexistence. The multina-
tionals should bear in mind that in the final stages of the life cycle,
LDCs' need for them are at a minimum. So they could construct strategies
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for leaving the LDCs at a proper time, and keep options of reentry open
for the future.

For a company operating in more than one country, selection of
strategies suitable for specific countries is important. Ayal and Zif
(1979) (4) present a framework for planning and evaluating multinational
expansion strategies focusing on the rate of entry into new markets and
the allocation of efforts among markets. They present and compare two
major and opposing strategies and later analyze the factors affecting

the choice of these strategies, (a) market diversification, (b) market
concentration.

A more specific case is adjustment of advertising strategies to
foreign markets of differing characteristics. Sheth (36) defines a set
of guidelines which suggest whether adjustment of advertising is neces-
sary, and if so, the degree of adjustment necessary to transfer adver-
tising to foreign markets. He defines seven strategies of adjustment in
increasing adjustment rates. The seven strategies are respectively
called strategy of complete extension, strategy of symbolic extension,
strategy of 1literal extension, strategy of symbolic and literal exten-
sion, strategy of simple adjustment, strategy of symbolic adjustment,
stfategy of literal adjustment, and strategy of complete adjustment.
Sheth identifies the factors that are most essential in providing in-
sights into the selection of multinational advertising strategy. These
factors are consumer expectations about the product, the perceptions of
consumers, and the silent languages of countries.

The location of research and development activities within the
multinational corporation is studied by Thomas (1975) (41). He presents
nine arguments in favor of decentralization of research and development
activities, together with counterarguments in favor of centralization.
Thomas states that decentralization permits (a) the most effective res-
ponse to local environmental factors; (b) represents a long-term commit-
ment to the development of scales and manufacturing in overseas markets;
(c) may result in cost savings in terms of total research and develop-
ment expenditures; (d) permits the international division of scientific
labor to be beneficially exploited; (e) may limit competitors' access to
the scientific establishment; (f) may be the only means whereby products
and services may be sold to government or the defense industry; (g) may
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be - the only way of gaining entry into a market where fears of technical
dependence on foreign countries is of concern; and (h) permits effective
monitoring of local research and development activities. The author
states the key ingredients in the international research and development
management that decisions on all research and development expenditures
must be centralized and governed by corporate objectives, duplication of
research and development effort must be avoided by use of an effective
information system, linking all international research and deVeIOpment

laboratories; there must exist corporate-wide research and development
standard and tools of control.

Schnee (1976) (35) discusses the shifting pattern of research
and development transfer in the U.S.-based pharmaceutical industry. His
findings are that there has been more than a 50 % decline since 1962
in the annual number of new chemical entities introduced in the U.S.;
while at the same time period there has been a steep rise in foreign re-
search and development expenditures by U.S. firms. A third finding is
that the research and development productivity in the U.S. has declined,
relative to Britain. Schnee states that it is apparent that multinational
drug firms will become even more dominant in the worldwide pharmaceuti-
cal industry since they are suited to shift resources on a worldwide
basis and have a comparative'advantage in adapting to more stringent
governmental regulations in any particular country.

2.4.2. Empirical Studies on Multinational Corporation Strategies

There has been quite a considerable number of empirical studies
both on the subjecté discussed within the context of threoretical
studies. and other subjects. Some studies are directed to the criteria
for evaluating countries for investments.

Davidson (1980) (10) reviews the role of the host country char-
acteristics as determinants of foreign investment location patterns. He
then analyzes the effects of corporate experience on location decisions.
His findings are based on a survey of the foreign operations of 180
large U.S. multinational corporations from their inceptions through 1975,
The results are that prior experience in a host country increases the
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firm's priority for projects in that country relative to other invest-
ment options. Moreover, the expefience level of the firm influences the
relative  importance of different country characteristicsin deter-
mining location patterns. Inexperienced firms tend to prefer similar mar-
kets than firms with broader international operating experience.

Green and Cunningham (1975) (16) in ther study of the determi-
nants of U.S. foreign investment applied multiple regression analysis to
test for the significance of the factors that foreign investors consider
important in deciding on a foreign investment site. The findings indi-
cate that measures of market potential are the most important determi-
nants of the allocation of U.S. foreign investment. GNP was found to be
significant for both total U.S. and manufacturing foreign direct invest-
ments, while population and expected profitability were significant in
the case of total U.S. foreign direct investment.

Kelly and Philippatos (1982) (23), in their comparative study of
the foreign investment evaluation practices surveyed 225 U.S. - based
manufacturing multinationals to find out which evaluation criteria they
use in selecting investment sites. Their findings are that foreign direct
manufacturing investments are motivated by primarily profit rather than
behavioral considerations; the majority of companies practice project-
by-project analysis of the simple accept / reject type rather than com-
parative project analysis; most of the companies utilized criteria for
single investments, cash flows, and cost of capital that were in general
agreement with the analytical literature; and that companies were con-
cerned with more business risk than currency and political risks.

Horovitz's (1978) (18) study of a total of 52 companies in
France, Great Britain, and Germany have certain implications for the
multinational corporations considering investment‘in these countries.
16-18 companies, of which none is a part of a multinational complex, was

"selected from each couhtry. Key characteristics of top management control
were considered. The findings show that British managers are well
equipped for financial control and they are successful at it. Measures
of objectives as well as performance are not mixed with fiscal accounting,
The German managers' main strengths are their orientation toward short-
term operational efficiency especially in production, and the ability to
work on and monitor projects dealing with such efficiency. The French
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management control is in between, but their organization is much closer
to the German pattern than the British pattern. These resulfs indicate
that standard universal management principles should be applied differ-
ently in each country depending on the key characteristics of the plann-
ing structure and general management style which predominate in that
particular country. Investors should make a careful assessment of the
‘way local variables impact on the structure of planning and control.

One basic point that is specific to multinational corporations
is their relationship with their partner country's organizations. Zeira
(1979) (47) in his study of ethnocetrism in host organizations argue
that European subsidiaries of multinational corporations face ethnocen-
tric attitudes, that may work against mutually fulfilling relationships.
Zeira's comparative study of the attitudes of host country organizations
toward the personnel policies and patterns of managerial behavior in
subsidiaries of multinational companies in England, Holland, Germany,
France and Belgium seeks to reveal the attitude of representatives of
these organizations, to explore their similarities and differences and
to present a comparative analysis of the ethnocentrism of the host coun-
try organizations. One hundred eleven host country organizations were
surveyed, respondents beingAeither chief executives or heads of depart-
ments interacting most intensively with expatriate managers heading
these departments. Findings do indicate that majority of these organiza-
tions have a prominent ethnocentric approach.

Ajami (1980) (1) discusses specifically areas of conflict and
convergence between the multinational firm and the host Arab Society. He
presents an assessment of the Arab elites' attitudes toward the multina-
tional enterprise and the related phenomena of foreign investment. An
elite sample of 66 from two Arab states, namely Kuwait and Iraq were in-
terviewed. The elites were drawn equally by country and groupings from
among business and economic elites, governmental policy makers, and in-
tellectuals. The major concern of the study was the determination of the
comparative salience of the economic, political, and cultural factors to
the process of attitude formation toward multinational firms and the re-
lated phenomena of direct foreign investment within the Arab World.
Multiple regression analysis was used to find out the relative impor-
tance of these factors. The findings confirm the primacy of economic
factors and considerations over political and cultural cencerns in the
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Multinational companies' management practices are somewhat dif-
ferent from domestic companies because of their wider scope. Sim's
(1977) (38) study was aimed at determining the pattern and degree of
decentralization in the Malaysian subsidiaries of U.S., U.K., and
Japanese firms, and the relationship between decentralized management
the subsidiaries and their performance. The results were obtained via
intensive on the spot investigation. Sim constructed a 4-point decenx
tralization index based on 15 items which covered a broad and represen-
tative range and included decision making in various policy areas, par-
ticipation in planning and information sharing. Findings are that decen-
tralization was highest in marketing, personnel and organization, pro-
duction, but least in finance, ownership and R and D. Least of decen-

tralization practices were carried by Japan, where control was maintained
through' the use of Japanese personnel in top management or technical
position in the subsidiary. The performance indicators which were
positively related to decentralization were found to be sales per
employee, value added per employee, factor service per unit of value
added, personnel turnover rate, return on sales, and return on total net
assets.

Zeira's (1976) (48) article analyzes the highly critized policy
of rotation of expatriates in the multinational companies. It is based
on an international comparative study of 51 multinationals and on diag-
nostic studies of 10 wholly-owned subsidiaries. The research clarifies
that high officials at headquarters are well aware of the advantages of
rotation, but are not sufficiently familiar with the factors essential
for its successful implementation, nor with the negative impact on the
expatriates and the subsidiaries. Following the presentation of the
different points of view of headquarter officials, of expatriates, and
of senior host country managers, the concluding part suggests several
steps which may increase the effectiveness of rotation and limit its
inherent disfunctions.

Alpander (1976) (2) studied the patterns of change in the use
of quantitative techniques by U.S. expatriate executives who formerly
“'had managerial positions in the U.S. and are currently in comparable
positions overseas. Generally, it was found that quantitative methods
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are used less in international subsidiaries than in U.S. This is more
apparent in LDCs.(The reasons for the poor“application in subsidiaries
are the unreliability of statistics, slowness in obtaining information,
supply of raw materials, and economic and governmental instability. It
is recommended that expatriate executives should focus their attention

on improving their decision making abilities under uncertainty in these
countries. '

Certain aspects of multinational marketing have also been studied
by Aydin and Terpstra (1981) (5) explored the effect of the transfer of
marketing know-how by multinational companies to their subsidiaries in
Turkey. A sample of 19 West European and 9 North American based multina-
tionals were studied. The authors emphasize that comparative advantages
stemming from product technology will not last forever, and that success
in business conduct in developing countries depends on leadership in
marketing transfer. The authors recommend developing host countries to
allow freer entry and operation to multinationals in order to accelerate
local marketing transfer development. Marketing planning and practices
create some problems for the multinational companies. Brandt and Hulbert
(1977) (8) state that control of marketing decisions in the multina-
tional company raises important questions about types and amount of
assistance provided by headquarters to the subsidiaries. Based on a
survey of 63 Brazilian subsidiaries, the authors identify characteris-
tics which influence the extent of headquarter guidance. The decision
areas for which the subsidiary marketing manager received guidance from
the parent company in the form of uniform or standardized directives
include sales promotion ideas, basic advertising message, package de-
sign, brand name, product design specifications, sales force management
methods, and price.

Hulbert, Brandt and Richers (1980) (19) later describe and com-
pare the marketing planning practices of the 63 Brazilian subsidiaries
of Japanese, FEuropean and U.S. firms, discuss some of the common prob-
lems which arise, and means to resolve them. The data was gathered
through personal interviews with the managers of the subsidiaries. Des-
pite the effort and time devoted to the development of a coordinated
global marketing strategy, multinationals still rely on their sub-
sidiaries to implement their plans. However, in many subsidiaries,
planning efforts remain limited and hampered by problems which do not
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necessarily concern domestic management. Even though subsidiaries place
high pr1or1ty on the improvement of their plann1ng, some problems will
persist. The authors recommend the headquarters management to gain more
insight into the problems faced by subsidiaries. There is much greater
need for close integration of the firm's activities, particularly for

the headquarters and its subsidiaries, and planning is a key means of
achieving such integration. '

Wiechmann and Pringle (1979) (45) present the results of their
study in which executives of major U.S. and European multinationals were
asked to identify their worst problems in administering the marketing
function. Most of the problems are internal, resulting from friction
between headquarters and their foreign operations. Some of the inevi-
table problems result from national differences in orientation and per-
ception. some of the other problems identified can be eliminated. These
problems arise from deficiencies in the communications process, over-
emphasis on short-term issues, and failure to take full advantage of the
organization's experience abroad. The authors suggest managers to pin-
point causes for the problems emerging within their companies and then
conducting open discussions involving headquarters and subsidiary exe-
cutives. Maintenance of dialogue is a must for early detection of
emérging problems. Headquarter control of marketing decisions was
another topic that was considered by various researchers.

Picard's (1977) (30) study of the patterns of control over mar-
keting decisions for 56 European multinationals with subsidiaries in
the U.S. reveals that while most subsidiaries enjoy a substantial amount
of freedom in making operational decisions,decisions involving financial
considerations are closely monitored.

- Comparative analyses have been conducted on the effectiveness
of multinational subsidiaries and domestic firms in countries. Imoisili
(1978) (20) described the variables which explain managerial effective-
ness in Nigeria, based on the results of a survey of the management
practices and organizational effectiveness of 18 large business organi-
zations. A comparative approach is used because even though most of the
respondent managers were educated in Europe and U.S.A., differences were
found in the way in which managers in the multinational subsidiaries and
those in the indigenous organizations organized to achieve results.
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The key factors that make for the difference between the more effective
and less effective organizations in Nigeria are perception of the
Nigerian environment, planning, delegation, and span of control.

Douglass (1975) (11)(12)(13) made a comparative study of Danish
business firms and U.S. subsidiary firms operating in Denmark. The pur-
pose of the study was two-fold. The first was to determine if any signi-
ficant differences could be found in the way the firms interacted with
their environment. Secondly the objective was to test a new methodology
for conducting comparative management studies. The sample consisted of
46 companies of matching characteristics.

The model studied was built around three groups of variables and
their interrelationships. These variable groups are external environ-
mental variables, interface transaction variables, and firm variables.
A three way analysis of variance was used for the first time to conduct
an overall test of all variables together. The results of the study in-
dicate the feasibility of the methodology and the validity of the basic
principles underlying the model. Findings of the study indicate that
Danish firms' interaction with their environment was increased as well
as their sociability, tradition was more important and conditions were
generally more relaxed than for U.S. firms. In some ways Danish firms
could be described as more socially oriented citizens. The author points
out that the most probable reason for differences noted would be due to
the influence of the U.S. parent companies. The parent company policies,
procedures, techniques, and resources have a great impact on the opera-
tions of the subsidiaries.

There are very few studies which compare the marketing research
'practices of domestic vs. foreign companies in developing countries.
Yavas and Alessandra (1979) (46) reported the results of a survey of the
maYketing research practices of a selected number of foreign vs. domes-
tic companies operating in Turkey. The data of the study is a paired
sample of 54 Turkish and foreign companies, equal in number, operating
in the manufacturing industry. The findings of the study indicate that
there is a greater incidence of performance of marketing research ac-
tivities by the foreign companies as compared to their Turkish counter-
parts. Further, the effect of three manager-related variables were in-



vestigated. These variables were the level of the education, the area of
study and the. age of the manager. Companies whose managers had master's
degrees, were business majors and were relatively young tended to under-
take research more often. Companies could not be differentiated with

respect to their utilizing and relying on the services of outside con-
sulting agencies.

The findings of empirical studies discussed have quite a number
of implications for further researches. Studies on evaluative criteria
for investments indicate that new market opportunities are analyzed by
measures of market potential as well as profitability, moreover top man-
agements' principles should be guided by the key characteristics of the
planning structure and management }styles pertaining to the specific
countries. Furthermore host country characteristics explain foreign in-
vestment location patterns; the level of experience the company has in
the international market influences the relative importance of different
country characteristics in determining investment locations. Studies on
the relationship with partner country organizations indicate the exis-
tence of an ethnocentric attitude in most subsidiaries, but considering
especially the economic achievemnts that will be brought about, opinion
leaders favor the multinationals.

The pattern of management practices in multinational corpora-
tions indicate that everyday operational activities are quite decentra-
lized whereas ownership strategies, financial considerations, and exe-
cution of research activities are more centralized. Yet, because of
certain internal and external limitations, use of quantitative techniques
guiding execution of management practices are not undertaken in multina-
tional subsidiaries. A very crucial point in execution of multinational
marketing is the close integration of a firm's activities, through
planning. It is a necessary tool for effective implementation of market-
ing decisions and reduction of conflicts.

Findings of studies comparing foreign subsidiaries and local com-
panies, of which this particular study can be considered one, indicate
that the level of effectiveness is related to companies' close interac-
tions with the environment together with interorganizational research,
planning, and control activities.
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Previous studies on multinational companies, the variables
studied, and the conclusions are summarized in Table 2.4.1.

This chapter has dealt with the concepts and characteristics
identifying multinational corporations, their evolution and the impor-
tance of strategic planning for the survival of the multinational com-

pany. Finally, a review of past studies related to multinational com-
panies has been presented.



Table 2.4.1

: A Selective Summary of Previous Studies on Multinational Companies (MNC)

Author Variables Studied Conclusion / Relationships found
Quinn (1969) Role of MNC in technology transfer Technological application of resources is the main point
Stobaugh (1969) Product and country related vari- The variables discussed are used as guidelines for screen-
ables ing investment opportunities

Stobaugh (1969) Risk factor - Companies are moving toward more sophisticated methods of
risk assesment

Haner (1979) Risk factor Investing countries account for risk by applying political
forecasting

Pretschker  (1980) Administrative environment as risk Non governmental organizations could contribute to the re-

Jain/Bavishi (1979)

Ayal/Zif (1979)
Sheth

Thomas (1975)‘
Schnee (1976)
Davidson (1980)

factor

Business with LDCs

Rate of entry into new markets'and
allocation of efforts among markets

Adjustment of advertising strategy
in subsidiaries

Location of R+D in the MNC

Location of R+D practices

Host country characteristics

duction of risk

MNCs should stay in LDCs to the extent that they contribute
to LDCs' development

Companies choose between market diversification and market
concentration ~

Factors related to the product and consumer determine degree
of adjustment

Decentralization of R+D has certain advantages provided that
an effective information system is maintained and R+D expen-
diture decisions are centralized

U.S. R+D is dec11n1ng while the subs1d1ar1es R+Ds are in-
creasing. There is a shift

Prior experience in a host country increases investment option:
in that country

~
<O



AUTNOYr Variables Studied Conclusion / Relationships found
Green/
Gunningham  (1975) Factors foreign investors consider Measures of market potential are the major determinanats
: important in deciding on a foreign
investment site
Kelly/

Phillippatos (1982)

Horovitz

Zeira

Ajami

Sim

Zeira

Alpander

Aydin/
Terpstra

Brandt/
Hulbert

(1978)

(1979)
(1980)

(1977)

(1976)
(1976)

(1981)

(1977)

Evaluation criteria used in select-
ing investment sites/types of risks
considered

Key characteristics of top manage-

-ment control-production and finance

Ethnocentrism in host countries
Economic, political, and cultu-
ral factors' influence on the
process of attitude formation

Degree of decentralization
Expatriate rotation
Uée of quantitative techniques by

U.S. expatriates in subsidiaries

Transfer of marketing know-how

Control of marketing decisions

Foreign direct manufaturing investments are motivated by
profit mainly; companies are more interested in business
risk

Top management's emphasis is on a different issue in each
of the three countries

There is a prominent ethnocentric attitude in most countries
Arab elites favor multinational investments for their econo-
mic contributions

High decentralization in marketing, production and low in finan
ownership, and R+D

It is effective under certain conditions

Application is less due to internal and external factors

Host countries should allow for freer entry of multinational
companies

Identify characteristics which influence the extent of head-
quarter guidance

1y



Author

Variables Studied

Conclusions / Relationships found

Hulbert/Brandt (1980)
Richers

- Wiechmann/
Pringle (1979)
Picard (1977)
Imoisili (1978)
Douglass (1975)
Yavas/

Alessandra

Common problems of MNC - head
office and subsidiaries

MNC's problems in administering
marketing

Control of marketing decisions
Managefia] effectiveness

Firm's interaction with the
environment

Marketing research practices
of firms/manager related variables

Planning is a key means of achieving integration, and thus
resolving problems within the MNC

Common problems to head office and subsidiary are lack of
communication, overemphasis on short-term issues, failure
to take advantage of firm's experience

Implementation is the responsibility of subsidiaries with
1ittle control, but budgeting decisions/financial conside-
rations are controlled by the head office

Factors that make up for managerial effectiveness are per-
ception of the environment, planning, delegation, and span
of control

Domestic Danish firms interacted more closely with the envi-
ronment than U.S. subsidiaries in Denmark

Foreign firms apply marketing research more often

VAT



ITI. A COMPARATIVE STUDY OF THE MARKETING PLANNING AND
PERCEIVED EFFECTIVENESS OF LOCAL AND MULTINATIONAL
PHARMACEUTICAL FIRMS

This chapter shall first present some general information about
the Turkish Pharmaceutical Industry to give an insight into the opera-
tions of the Industry. Information on the drug industry activities has
been obtained through interviews with authorities in the Union of
Turkish Pharmaceutical Industry Employers2 and the managers of pharma-
ceutical manufacturers. Later the methodology of the study conducted,
including sample selection, the research, and analysis will be discussed.
The final section of the chapter shall present discussion of the research
findings and concluding remarks.

3.1. The Pharmaceutical Industry

3.1.1. Definition of the Industry

The pharmaceutical industry is a branch of the manufacturing
industry engaged in the serial production and simple or complex formula-
tion of chemical, biological substances and basic plants with respect to
certain standards to be used for curing, protectihg and supplementing
purposes in Medical Séience. Medicines are presented in different forms

.to be able to suit the needs of varying groups of patients. The varying
forms, of which some are listed below are called pharmaceutic forms; and
they consist of powder, granule, tablet, capsule, dragée, syrup, drops
and solutions, ampoule, suppository, ovule, etc.

2/ Tirkiye ilag¢ Endustrisi Isverenleri Sendikasi



3.1.2. History and Development

Pharmaceuticals, which have a significant role in public health
in the 20th Century did not experience much development until mid-19th
Century. Owing to the increasing world population, serial production of
pharmaceuticals began after the industrial revolution. In the years bet-
ween 1800 - 1900 the pharmaceuticals issue concerned the patient, the
doctor, and the pharmacist, however today the pharmaceutical environ-
- ment consists of the industry, economic environment, politics, academic
institutions, domestic and worldwide health institutions, the press,
etc, as well as the patient the doctor and the pharmacist.

The Turkish Pharmaceutical Industry has developed in parallel
with the world industry undergoing the same development ranks. The first
production started at the end of the 19th Century in pharmacy labora-
tories with some simple products. In the year 1915, the number of locally
manufactured products amounted to 30. Basic medicines could be manu-
factured and the rest were imported. There was neither quality and price
controls, nor licence permits for the imported products.

In 1928, a new law was passed concerning the control of the
"Drug Import and Sale" (Tibbi ve Ispenciyari Miustahzarlar Kanunu, number
1262). This law encompassed all activities in the Turkish Pharmaceutical
Industry, and enabled free competition between the local producers and
importers. This played a great role in the development of the industry.
By the establishment of the new local and foreign capital companies, the
country's production level began to rise. After the enactment of the Law
of Foreign Capital Encouragement (Yabanci Sermayeyi Tesvik Kanunu, num-
ber 6224) in the year 1954, foreign companies started to make invest-
ments. According to this law, the foreigners could bring in their invest-
ments in the form and amount they wished, could import their raw
materials and bther needs from their parent company with easier payment
terms and could transfer their earnings out of the country. At that time
the domestic manufacturers were not strong enough to compete. At
present theb pharmaceutical industry, together with local and foreign
capital establishments covers all of the market demand and has become
one of the pharmaceutical exporting countries.
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3.1.3. Sectoral Dispersion of the Pharmaceutical Industry

In  Turkey, there are 86 establisments manufacturing drugs, of
which five are public sector and 81 are private sector establishments.
74 of the private sector establishments are local capital and seven are-
foreign capital companies. All of the seven companies are branches of
worldwide spread multinational companies. Table 3.1.1. depicts the per-
centage market share of the seven multinational firms in Turkey.

TABLE 3.1.1. Market Shares of Local and Foreign Capital (Percentages)

1980 1981 1982
74 Local Capital Plants 63.01 60.39 62.10
3 Swiss Plants 19.08 20.22 19.57
2 German Plants ' 10.53 12.18 11.66
2 U.S. Plants 7.38 7.21 6.67
7 Foreign Capital Plants 36.99 39.61 37.90

Source :-Annual Report of the Union of Turkish Pharmaceutical Industry
Employees (TIEIS) p.7

The public sector production of pharmaceuticals amounts to only
1-2 per cent of total domestic production. Public sector production is
undertaken by the following institutions : (1) Ministry of Defense,
which manufactures and distributes drugs to army hospitals; (2) Ministry
of Health, which manufactures serums and vaccines, which are not produced
by the private sector; and (3) The Office of Soil Supplies (TMO), which
is the official distributor of habit forming raw materials and drugs
upon special permission from the Ministry of Health.

Ranking of firms with respect to sales show that there is in-
creasing concentration within the pharmaceutical industry and that small
scale establishments are losing their’significance. The density in the
industry as of 1982 is given in Table 3.1.2. As can be observed from the
table, the first 30 plants account for 93.12 per cent of total industry

sales.



TABLE 3.1.2. Density in the Turkish Pharmaceutical Industry

%» of Total Number of Foreign
Market Sales Capital Plants
First 5 plants 43.82 3
First 10 plants 66.81 5
First 15 plants 78.55 7
First 20 plants 85.34 7
First 30 plants ' 93.12 7

Source : Annual Report of TIEiS, p. 7

The majority of pharmaceutical plants have been established
around Istanbul for certain reasons. Most of the raw material is imported
and Istanbul is the center for transportation; products of supplementary
industries such as glass, plastic, paper, and cardboard are most easily
available in Istanbul as well. There are only 13 pharmaceutical plants
manufacturing medicines and raw materials in Adana, Ankara, Izmir, Koca-
eli, Manisa, Samsun and Zonguldak.

3.1.4. Production

a. Production of Pharmaceutical Products.

There are 2500 types of medicines produced in Turkey for curing
illnesses of different types. Some medicines have to be prepared in dif-
ferent pharmaceutic forms depending on patients or the stage of illness.
Including multiple pharmaceutic forms for medicines the number in the
market ‘éxceeds 3500, although the total number of pharmaceutical pro-
ducts registered by the ministry of Health is approximately 7000.

Establishments manufacturing pharmaceutical products are quite
advanced considering machinery, equipment, qualified technical personnel,
production methods and technology. In fact, the industry reached the
level of transferring technology to underdeveloped countries. However
since 70 percent of the raw material is imported, the recent economic
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problems have affected manufacturing of medicines and production fell
below full capacity. Other factors that lead to idle capacity are tech-
nical reasons like aging machinery and equipment that are not renewed,
changing consumer preferences, and errors in forecasting. Idle capacity

increases cost of production and result in difficulties in capital accu-
mulation. :

Technology used in pharmaceutical manufacturing is obtained from
abroad through ‘licencing and know-how agreements and processes are deve-
loped in accordance with domestic conditions. Most Turkish firms work
with licences of three or more foreign firms. The relations established
between foreign and Turkish firms have enabled the domestic manufactur-
ers to widen their technical knowledge, thus develop their own products.
Table 3.1.3. presents the production values in the pharmaceutical
industry.

TABLE 3.1.3. Production Values in the Turkish Pharmaceutical Industry
(By manufacturers' prices)

: % of
Years Units Value ($) $ / unit Change
1973 286.604.370 150.560.220 0.53
1974 292.651.840 175.627.240 0.60 + 13
1975 294.306.740 236.646.380 0.80 + 34
1976 357.138.780 226.715.680 0.63 - 21
1977 388.882.500 266.821.340 0.69 + 9
1978 365.208.100 270.588.230 0.74 +
1979 333.390.850 295.874.040 0.89 + 20
1980 370.803.030 296.724.940 0.80 - 10
1981 456.540.500 327.462.600 0,72 - 10
1982 579.249.000 297.135.802 0.51 - 29
1983 515.000.000 310.638.300 0.60 + 18

Source : Annual Report of TIEIS, p.11

Because of the devaluation of the Turkish Lira vis a vis U.S. Dolla
unit value of production does not follow a constant pattern.
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b. Production of Active Raw Materials for Pharmaceuticals .

Except for the Bolvadin Alkaloid Plant, all plants producing ac-
tive raw materials for pharmaceuticals belong to the private sector and
they are 14 in number. Table 3.1.4 below depicts production values for

active raw materials for pharmaceuticals. Ton value of production is
increasing lately. '

TABLE 3.1.4. Production of Active Raw Material for Pharmaceuticals

Production Production
Years ( Tons ) ($) $/ton
1979 1808 46.634.093 , 25.793
1980 1360 34.831.322 25.611
1981 1824 46.844.853 25.682
1982 2166 40.349.264 18.628
Source : Annual report of T.I.E.I.S., p.12

3.1.5. Consumption

Turkish Pharmaceutical Industry is at about the same level with
the other developed nations considering the technology applied. The
industry meets almost all of the market demand by domestic production.
In 1982 drug consumption was 8.5 per capita. Table 3.1.5 shows consump-
tion of drugs in some countries.

Per capita consumption of drugs in Turkey }s relatively low
compared to industrialized countries. Although it is obvious that con-
sumption of pharmaceuticals will not rise to that of U.S. or Western
Furope, it can be seen that there is a great potential for increased ex-
penditures. It has been variously estimated that the rate of development
for the pharmaceutical market ranges from an annual 10 per cent increase
to 15 per cent increase.
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TABLE 3.1.5. Per Capita Consumption in Turkey and
Some Other Countries (1982)

Consumption
Countries per catipa $
W. Germany 143.6
Switzerland 143.3
France 127.8
Belgium 115.7
U.S.A. 83.2
Japan 76.2
Netherlands : 65.5
Italy 60.8
Canada 25.0
Hungary 23.6
Greece 21.6
Poland 19.2
Russia 16.2
Mexico 15.0
Brazil 10.8
Yugoslavia ‘ 8.8
Turkey 8.5
Bangladesh 1.0
India 1.0

Source : Annual Report of T.i.E.I.S.p.13

The ratio of drug consumption to Gross National Product (GNP) in
1982 was 0.69 per cent. Drug consumption as percentage of GNP in Turkey
and some other countries for the year 1979 is given in fable 3.1.6. Drug
cdnsumption captures a higher percentage of GNP in industrialized

countries.
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TABLE 3.1.6. Drug Consumption as percent of GNP in Turkey and Some Other

Countries (1979)

Countries

Japan

France

W. Germany
U.S.A.

Italy

United Kingdom
Swizerland
Turkey

Drug Consumption as
percentage of GNP

1.85
1.20
1.19
1.08
1.05
0.98
0.9
0.64

Source : Annual Report of T.I.E.I.S., p.17

Turkish drug consumption as

percentage of GNP is quite lower

that the industrialized countries of the world. This again indicates the

the potential for increased expenditures.

Worldwide consumption of medicines have shown considerable in-
creases in the past 30 years. The major factors contributing to this in-
crease can be stated as developments in science and technology, socio-

economic and demographic factors, and structure of the pharmaceutical

industry.

3.1.6. Foreign Trade

a. Imports .

Major expenditure in the Turkish Pharmaceutical Industry goes to

raw material imports. Pharmaceutical product imports for the year 1982

represents only 0.56 percent of Turkey's total drug consumption. These
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finished products were imported because of the comparatively higher cost
of domestic production. Imported products are some kinds of serums and
vaccines; certain cancer medicines and insulin.

The industry meets nearly 70 percent of its active raw and aux-
iliary material needs from abroad.

b. Exports .

Exports of pharmaceutical products have shown an increase in the
last few years. Raw material export capacity of Turkey have also deve-
loped due to the incentives provided for exports. Table 3.1.7. is a sum-
mary of pharmaceutical foreign trade since 1978. Raw material and pro-

duct exports are increasing while a decline is observed in raw material
and product exports.

TABLE 3.1.7. Pharmaceutical Foreign Trade Since 1978

Total Raw Raw

Product Product Foreign Mat'l Mat'l Total
Imports  Exports Trade Imports Exports Foreign
Years ($ mil.) ($mil.) ($ mil.) ($ mil.) ($ mil.) Trade ($ mil.)
1978 3.922 1.075 4.997 80.000 1.176 - 81.176
1979 1.927 1.412 3.339 70.000 760 70.760
1980 1.847  1.982 3.829 90.700 2.118 92.818
1981 1.549 3.684 5.233  111.900 3.195 115.095
1982 1.688 11.410 13.098 92.200 4,526 96.726
1983 n.a.1/ 7.5402/ n.a. n.a.  5.311%/ n.a.

Source : Annual Report of T.i.E.I.S., p.18
1/ n.a.
2/ first six years



52

3.1.7. Drug Pricing

Prices of drugs are determined with respect to the basic law
concerning activities of the pharmaceutical industry, (Law number 1262)
by the Ministry of Health. Companies are not free in setting prices. The
Ministry of Health has established an index and determined quotas for
raw materials, packaging, labor and opefational costs and indirect
costs. for categories of medicines. In the early years the quotas could
be determined on import prices of medicines. but problems arose as more
raw materials became domestically produced. Pricing procedure was
revised by a Decree dated April 7. 1972. number 7/4129. The Ministry of
Health accepts a certain raw material at the lowest cost offered in the
world market. Until the 1984 Import Regulation (1984 ithalat Rejimi) raw
materials could not be imported from sources charging higher prices than
the quota assigned by the Ministry. Firms can now import them from more
expensive sources but still have to calculate their prices based on the
assigned quota.

Calculations of costs and prices is a critical issue among manu-
facturers and the Ministry. Lower grade raw materials are cheaper in
world markets and the Ministry accepts their prices. but medicines pro-
duced using those raw materials may cause side effects. Companies choose
not to produce those medicines unless there is an urgent demand in the
market. Cost of raw materials of good quality is much higher than what
the Ministry accepts. There was also a restriction on the quantity of
imports. but with an amendment in three items of the law in March 1983
the quantity restriction was eliminated.

Pharmaceutical manufacturers also complain about the cost of
packaging. Right after the Ministry announces its quotas for packaging.
suppliers of glass. boxes., etc. increase their prices. so manufacturers
have to wait for the following price adjustments. Due to higher real
costs of manufacturing, firms complain that their unit profit is lower
than the 20 % average mark-up on cost assigned by the Ministry of Health.
Another point that manufacturers emphasize is that indirect costs of
production are not correctly estimated.

Companies used to have the right to apply to the Ministry of
Health for a permission to increase their prices if their costs increased
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by 20 percent. Llater this amount was reduced to 10 percent. After an
‘application is made, inspectors investigate the costs. and accept the
price increase if the request is valid. Firms can not apply for price
increases if their manufacturing costs increase by less than 10 percent.

In the pricing system applied today. companies identify their
raw materials. packaging. labor and operatibnal costs. They add 30 per-
cent to this cost as indirect cost and profit. Since this 30 percent
encompasses a cost item which is not calculated precisely. per unit
profit of firms can not be identified by this method. Wholesalers and

pharmacies each add nine percent and 20 percent mark-up respectively on
their purchase prices. ‘

3.1.8. Legal Framework

As stated earlier the legal framework for the practice of all
aspects of pharmacy dates back to 1928. The 1928 law still applies with
amendments today. The principle amendments took place in 1948. 1953 and
1954,

Currently it 1is .necessary to have permission from the Ministry
of Health to sell branded products. i.e. those pharmaceutical products
presented in special dosage form and sold under trade name or Manufac-
turer's name. Such products may be supplied only against a medical pres-
cription. simple medicines such as analgesics. antiseptics and throat
preparations can be sold directly from the pharmacy.

Vaccines and serums are supplied directly from the Governmental
Laboratories and are not subject to the above law. They are supplied free
of charge through the public health system or sold through the usual
channels to private patients. Pharmaceutical preparations must be manu-
 factured in appropriate -surroundings. under the supervision of a
chemist. pharmacist or a physician. Premises are subject to inspection
twice yearly (Regulation. June 1955) however due to lack of qualified
inspectors this requirement is not always met. Distributors are also to
operate under the control of the Ministry of Health. Products registra-
tion requires careful analysis. Applicant firms must submit to the
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Ministry of Health a complete file on his product; giving information on

jndications, composition, packaging. manufacturing methods and quality
control standards and methods.

The applicant is studied by a Registration Committee, which. if
it finds the documentary information acceptable, will require the candi-
date product to satisfy chemical and physical examination at the State
Quality Control Laboratory. Having been approved for sale, the product
is subject to price control by competent authorities.

There is sound reasoning for the Ministry of Health to conduct
such a detailed analysis before giving registration permits for the pro-
duction of a medicine. Applications for products that are very new in
the world market or are not considered very seriously. The Ministry has
clearly declared that due to public health considerations. they would
accept a product that has been tried for a couple of years in a country
where advance medical researches are undertaken.

The Government's development plans aim at encouraging production
of raw materials, with special emphasis on indigenous starting materials,
Currently there is no legislation covering the production of raw materials
but any company wishing to obtain overseas technology and pay for it must
first have its proposals vetted and approved by the Ministry of Health
and Finance. Incentives such as Waiver of Duty for imported plant are
available for companies planning to produce raw materials.

Pharmeceutical preparations are subject to control at any stage
from manufacturing to selling. The State Quality Control Laboratory
checks only about 50 percent of the products in the market every year.

-

3.1.9. Distribution and Promotion Practices in the Industry

Distribution of pharmaceutical products are undertaken in quite
a similar way by most firms. The manufactured products are distributed
to wholesalers (ecza depolari). wherefrom some 7000 pharmacies buy the
drugs. There are about 400 wholesalers throughout Turkey. However due to
economic conditions small wholesalers go bankrupt, so the total number



55

of wholesaleﬁs sometimes change daily. Drug manufacturers do not work
with only one and the same wholesaler in one region. According to the
demand for the product in the region. firms may choose to sell to more
than one wholesaler. Except for certain cancer drugs which need careful
preservation most drugs are distributed in the same way. While 80 per-
cent Qf the production of firms are distributed through wholesalers.
around 15-17 percent are sold to state and Social Insurance Hospitals
and the rest are sold by national bids or directly to pharmacies.

Advertising of pharmaceuticals is fobidden except in technical
or specific publications, such as medical publications. Few on the
counter products can be advertised in daily newspapers.

The pharmaceutical manufacturers' advertisements are directed
toward doctors and wholesalers rather than the final consumers. Drugs
are first to be introduced to the doctors, by specifying all of the
effects, side effects, specifications. ingredients. etc. This is the job
of the sales personnel of the firms. who conduct periodic visits to
doctors specialized in the field where the drug shall be used. If
doctors believe that this drug works in curing a sickness., he shall
perscribe it to the patient. So the main target bf pharmaceutical firms
is the doctors. For drugs that are newly introduced to markets, manufac-
turers organize symposiums or meetings directed to doctors., mainly of
university hospitals., and their own sales personnel who are already
given information on the drug.

Advertisihg is usually backed up by supplementary materials such
as booklets and brochures which give specific information related to
drugs; periodical publications, where information on worldwide new deve-
lopments in medical science are presented. and small gifts like key hol-
ders. pené, folders, etc. are given to doctors, wholasers. and pharmacies.
They are for reminding purposes. The sales personnel, located in areas
where they make sales, usually visit pharmacies to check if their pro-
duct is available and actually sold.

This introductory section on the operations of the Turkish Phar-
maceutical Industry has summarized information on the activities of
major manufacturers. The practices of most of the companies contacted
are quite similar as they operate with respect to the same conditions.
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The responses that have not been statistically analyzed have been pre-
sented in thiS‘sectiQn on the Pharmaceutical Industry.

3.2. The Research Methodology

The main premise of the study is that domestic and Turkish sub-
sidiaries of multinational companies operating in the Turkish Pharmaceu-
tical Industry could be differentiated with respect to the marketing
practices they apply. The study conducted has the characteristics of
both exploratory and descriptive research designs. It can be directed to
increasing familiarity with the marketing practices of pharmaceutical
firms about which little is known. Also, a purpose of this research is
gathering information about some practical problems pertaining to the
issue of marketing pharmaceuticals. The study fits the characteristics
of descriptive research because it is aimed at describing characteris-
tics of two different groups - Turkish and foreign firms, and determin-
ing the relationship between two variables.

3.2.1. Sample Selection

The sample of the study consists of 20 pharmaceutical manufac-
turers. The list of the companies and the positions of the managers con-
tacted are given in Appendix 1. Because the study compares domestic and
multinational companies, all of the seven multinational pharmaceutical
companies were contacted. All of these seven companies have established
worldwide subsidiaries. In order to have somewhat equal number of com-
panies, a total of 20 manufacturers was selected.

The names of the companies contacted are listed in Table 3.2.1.
The first seven companies are the multinationals studied.
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TABLE 3.2.1. The List of the Pharmaceutical Companies Contacted

1. Sandoz fla¢ Sanayi Ltd. Sti.
2. Ciba-Geigy Ila¢ Sanayi A.S.
3. Bifa-Birlesik Alman ilac Fabrikalar:i T.A. 5.
4. Wyeth Laboratuvarlari A.S.
5. Roche Mistahzarlar: Sanayi Ltd. Sti.
6. Pfizer Ilaglar:i A.S.
7. Turk Hoechst Sanayi ve Ticaret A.S.
8. Eczacibasi Ilag Sanayi ve Ticaret A.S.
9. Fako Ilaglar:i A.S.
10. Deva Holding A.S.
11. Tek ilag Sanayi A.S.
12. T.E.M.S. Tibbi Ecza Miistahzarlari Sanayi ve Ticaret A.S.
13. Embil flac Sanayi Ltd. Sti.
14. Mustafa Nevzat Ilag¢ Sanayi A.S.
15. Ilsan ila¢ ve Hammaddeleri Sanayi A.S.
16. Ilfar Ileri Kimya Sanayi ve Ticaret A.S.
17. Ali Raif ve Seriki Adi Kom. Sti.
18. Gripin ilag A.S.
20. Bilim ilac Sanayi ve Ticaret A.S.

Twenty seemed to be a reasonable number because the classifica-
tion of companies in the industry with respect to sales indicates that
while the top 15 companies achieve 78.55 percent of total industry sales,
the top 20 companies make up for 85.34 percent of total -sales. Although
it was not possible to obtain actual sales figures for all the companies.
it would not be wrong to say that 14 companies in the sample are in the
top 15. and the rest are smaller companies. Therefore the sample gives a
good idea about companies meeting about 80 percent of the market.

All of the 20 companies studied are located in Istanbul. However
this should not mean that the sample is not representative of the whole
industry. since the majority of pharmaceutical manufacturers are es-

tablished in Istanbul.
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3.2.2. Data Collection Procedure and the Instrument

The data of the study was collected through questionnaires and
the method of administration was personal interviews. This method of
data collection was selected on purpose because of the greater degree
of control over data gathering. It has the advantage of asking respon-
dents the questions directed to them, considering that different ques-
tions are to be asked to different groups, in the proper order. Also the
response rate is higher with personal interviews.

The questionnaire, a copy of which is presented in Appendix 2,
is of the structured-undisguised form where questions and responses are
presented with exactly the same wording and order to all respondents to
provide easy administration and analysis. Questions with an asterix ()
were asked to multinationals only (25).

The first part of the questionnaire consists of questions direct-
ed to foreign firms, with the aim of finding out how widely-dispersed
their operations are. There 1is only one question asked to all of the
firms in the first part, and it is about the groups of medicines pro-
duced in the firm, according to area of indication.3

The questions in the second part of the questionnaire are asked
with the purpose of determining the level of effective execution of mar-
keting practices as well as company managers' perception of importance
of the stated practices that determine marketing effectiveness of the
firm. There are also a group of questions concerning the'pfocess of de-
cision-making, along with information analysis utilized for decision-
making. To measure firm performance, percentage change in sales and pro-
fits for the last five years is asked. Douglass (1975) (12) utilized the
same approach because firms would not reveal their actual operating
figures. Expecting a similar problem, it was found more_ suitable to ask
for the percentage change over a five year period for this study also.
Some of the managers contacted actually said that profit figures could
not be disclosed according to company policies and avoided answering.

3/ i.e. antibiotics, analgesics, cardiovasculars, hormone preparations,
dermatologlc preparations, vitamins, minerals, etc.
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Four open-ended questions about pricing policy; the distribution
system; promotion aqtivities; and the organiiation structure of the mar-
keting function within the firm; respectively were asked to gain insight
into these practices. The responses to these questions were somewhat
similar and they were tabulated for the purpose of differentiating be-
tween companies with highly organized and unorganized practices for the
statistical analysis. 1Instead of analyzing the question about pricing
(Q. no. 15), since firms are bound by the princing formula of the
Ministry of Health, responses were analyzed with respect to managers'
views about the current and controversial issue of price determination
by the firms in the market; the answers were grouped into three. The
categories were : no idea as to what can happen; a positive approach
that it can be applied by a certain control; and that it is impossible
to let firms determine their product prices.

In the final section of the questionnaire, the number of person-
nel and personal questions about the respondent were asked in addition
to the number of permanent and temporary foreign personnel, directed to
the foreign firms' managers.

3.2.3. The Variables Studied and Hypotheses

The major variable studied in the analysis is the marketing ef-
fectiveness of the companies, with respect to company managers' percep-
tions and application of the marketing practices. Theoretically market-
ing effectiveness can be defined as one of the sub-tools of strategic
control, which is "the task of making sure that the company's marketing
objectives, strategies, and systems are optimally adapted to the current
and forecasted marketing environment" (25).

According to Kotler, marketing effectiveness goes beyond carry-
ing out annual-plan control, profitability control and efficiency cont-
rol for achieving general marketing control. Marketing effectiveness of
a company or division is reflected in the degree to which it exhibits
five major attributes of a marketing orientation: customer philoscphy,
which is operationalized by offering products that suit the needs of
varying segments of the market through an integrated marketing environ-
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ment that consists of suppliers, distribution channels, competitors,
customers, etc.; integrated marketing orientation, which emphasizes
close interaction of functions within the marketing department as well
as of marketing management with other departments to provide solutions
in the best interest of the company as a whole; adequate marketing infor-
mation, which relates to utilization of marketing research in determin-
ing market potential; strategic orientation, that deals with short- and
long-term marketing planning; and operational efficiency, which
emphasizes adequate utilization of marketing resources to react quickly
and effectively to on-the-spot developments.

In thisparticular research, the first question in the second
section of the questionnaire utilized some of the items of Kotler's
Marketing Effectiveness Rating Instrument based on the five dimensions
stated above (25). However the form utilized in the questionnaire was
different; the question-answer format in the original scale was changed
into statements, and for each item the level of perceived importance of
managers as well as the rate of application within the company was
measured. The change was designed with the purpose of seeing if managers'
views related to importance of variables were consistent with their
application practices. Other items contributing to identification of
marketing effectiveness for this research were firms' competitive
advantage with respect to specified marketing practices, and the
organized application of distribution, promotion activities together
with clear-cut job definions for the marketing personnel.

Table 3.2.2. summarizes the variables studied and their opera-
tionalization. The hypothesis of the study is that there are differences
between Turkish and Multinational pharmaceutical companies in terms of :

- customer philosophy

- Integrated marketing organization

- adequate marketing information

- strategic orientation

- operational efficiency

- competitive advantage

- decision making involvement

- information utilized for guiding decision-making
- firm performance

- organization of marketing practices.



TABLE 3.2.2. Summary Table of Variables Studied
) and their Operationalization

Variables Studied

Management's considering needs and wants

of well defined markets for long-run
growth and profit objectives

Serving different market segments

Management's taking a whole marketing:

systems view

High level integration of sales and
other marketing functions

Collaboration of marketing management
with other departments

Effective cooperation of marketing
management with other departments to
resolve issues in the best interest
of the company as a whole

New product development processes

Execution of market / marketing
researches

Management's utilizing marketing
information

Promotion activities directed to
target markets

Measuring cost effectiveness of
alternative marketing expenditures

Operationalization
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Assigned importance

Very Quite Somewhat Not
i imp.

imp.

imp.

imp.



Variables Studied

Developing annual and long-range plans
Adequate and efficient deployment of
marketing resources

‘Fast reaction time to developments

Variables Studied

Management's considering needs and wants
of well defined markets for long-run
growth and profit objectives

Serving different market segments

Management's taking a whole marketing
systems view

High level integration of sales and
other marketing functions

Collaboration of marketing management
with other departments

Effective cooperation of marketing
management with other departments to
resolve issues in the best interest
of the company as a whole

New product development processes

Execution of market / marketing

researches

Management's utilizing marketing
information
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Operationalization
Assigned importance
Very Quite Somewhat Not

imp. imp. imp. imp.
Operationalization
Application
Always Sometimes  Never



Promotion activities directed to
target markets

Measuring cost effectiveness of

alternative marketing expenditures

Developing annual and long-range plans
Adequate and efficient deployment of

marketing resources

Fast reaction time to developments

Firm's competitive advantage with
respect to ...

customer services

product quality

technical specifications
distribution channels

price

resource availabilty

new product development

number of products in the market
reputation of the firm

Degree of authority of Multina-

tionals in marketing decisions ...

pricing

physical distribution
sales promotion

new products

labeling and packaging
market researches
product line

customer service
budgetary decisions

Highly
Advan-
tageous

Totally
indepen-
dent

Always

Quite
Advan-
tageous

Indepen-

dent

Sometimes

Somewhat
Advan-
tageous

Depen-
-dent
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Never

Not
Advan-
tageous

Totally
depen-
dent



Final decision making department

in marketing decisions ...

pricing

physical distribution
sales promotion

new products

labeling and packaging
market researches
product line

customer service
budgetary decisions

percentage Change in Sales
for 1979 - 1983

percentage Change in Profits

General
Manage-
ment
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Finance Mar- Sales Other Joint
keting Decision

0-200 % / 201-500 % / 501-700 % / 701 % +

for 1979 - 1983 loss-decrease / 0-150 % / 151-400 % / 401 % +

Decision-making involvement

Availability of information
used in decision making

Quantitative methods used in
decision-making....
statical analyses
decision trees
linear programming
game theory

4-point scale ranging from top level
decision-making to integration of
departments '

4-point scale ranging from obtaining
inadequate and inaccurate informa-
tion to adequate and accurate infor-
mation .

4-point scale ranging from most fre-
quently used to least frequently used
"0" indicates "not used"



Expected future changes in pricing 1- the issues is still not clear
‘ 2- price determination can be left
to firms with some guiding of go-
vernment

3- prices can never be determined by .
firms _

Established distribution system Well organized / Disorganized
Established promotion system " .

Organization of the marketing " "
function

Number of administrative personnel 0-50 / 51-150 / 151 +
Number of workers 0-150 / 151-250 / 251 +
total number of personnel 0-250 / 251-400 / 401 +

Are quantitative methods used in ; Yes / No
decision-making ?

Are there foreign managers in the Yes / No
multinational subsidiary ?

Do managers from the headquarters Yes /  No
visit the company regularly ?

For which purposes ...
Production
Finance
Marketing
Technical research
Education
Audit

~ < < < =< =<
 ® ® @ @D @
v »n o wn n n u
e e s e
zZ 22z E ==
o O o o o o

How often do managers from They never come / They come regularly/
head-quarters visit the firm They come only when there is a need '
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3.2.4. The Resarch Findings

The initial step for the analysis was to observe the frequencies
for all variables. The second step was to obtain cross-tabulations of
variables that all subjects answered, by multinational versus domestic
companies. Also t-tests were done to test for significant differences in
group means. A discriminant analysis was done to identify variables that
explain marketing effectiveness of companies. In the last step, a factor
analysis was done for the importance level of the marketing effectiveness
scale items. Statistical findings were obtained by using the SPSS statisti-
cal package. ‘

a. A Summary of Major Findings : Frequency Distributions .

1. Summary of Firm Characteristics

In the first part variables related to firm characteristics are
studied. Table 3.2.3. presents a summary of firm characteristics vari-
ables. The variables with asterix are related to the questions asked
only to the multinational companies. '

o All seven of the multinational companies established their Tur-
kish‘ subsidiaries within the 8 year period from 1954 to 1962, after the
Law of Foreign Capital Encouragement was passed. They have direct foreign
investments with over 90 percent ownership all over the world except for
some of the Eastern Block countries. The Turkish subsidiaries are also
direct foreign investments with over 70 percent ownership by the multi-
national company.

One to four foreign managers worked in the multinational com-
panies. Only one company did not have a foreign manager, but frequent
interaction with headquarters was observed in all firms. Managers from
headquarters visited the companies quite often, espeéially to observe
and guide technical applications. In two firms, managers of headquarters
visited the subsidiaries only when a specific need arose. In three firms
visits for audit purposes were observed.

Number of product groups produced in firms range from one to 25
in a single firm; half of the sample firms are manufacturing 8 or more
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product groups. It is also seen that 65 percent of the sample have 21 to
100 brands in the market.

Percentage change in sales for the last five years (1979 to 1983)
indicates great increases but some of the increase is the result of 30
percent annual price increases. However, because all firms operate in
the same inflationary environment, this factor does not create a bias in
comparing companies. Eleven companies stated over 501 percent increase
in sales in the last five years, the highest increases being 900 and
1000 percent. Percentage change in profits are not parallel to change in
sales. While two firms stated losses, three firms experienced decreasing
profits. The increase in profits were generally lower for firms than in-
crease in sales because all cost increases are not reflected to prices.
However, three successful firms had higher profit increases than sales
increases. Although only one firm did not give the increase in sales
figures, five firms, two of which were foreign, indicated that their
profit figures could not be disclosed.

The number of administrative personnel employed indicated that
45 percent of the firms employed 51 and 150 people and 45 percent of
firms employed between 151 and 250 workers.



TABLE 3.2.3. Summary of Firm Characteristics -
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The following questions were answered only by Multinational Companies

Number of years the MNC is in Turkey
- Over 20 years

Number of years the MNC is in the international
market

- 0 - 50 years

- 51 + years

Where in the world is the MNC established ?
- All over the world except for some Eastern
block countries

Type of investment in these countries
- Direct foreign investment

Capital ownership of MNC in Turkey
- 95 + % ownership
- some Turkish owners also

Capital ownership of MNC in other countries
- 90 + % ownership

Are there foreign Managers in the MNC subsidiary ?
- Yes '
- No

Do managers from the headquarters visit the
company regularly ?
- Yes

Freq. %
7 100.0
1 14.3
6 85.7
7 100.0
7 100.0
4 57.2
3 42.8
7 100.0
6 85.7
1 14.3
7 100.0



, Freq. %
* For what burposes do headquarters managers
visit the company ?
Production
- Yes _ ‘ 71.4
- No ' 2 28.6
Finance ~ _
- Yes 4 57.2
- No 3 42.8
Marketing »
- Yes 5 71.4
- No _ ‘ : 2 28.6
Technical Research
- Yes ' 6 85.7
- No | 14.3
Training
- Yes 5 71.4
-No 2 28.6
Audit
- Yes 3 42.8
- No 57.2
* How often do managers from headquarters visit
the firm ?
- They come regularly 5 71.4
- They come only when there is a need 2 28.6
The following questions were answered by all of the companies.
(ii) Number of product groups (with respect to
indication) v o
- Upto and including 7 groups 10 50.0
- 8 and more groups 10 50.0
Number of brands produced by the company
- 0- 20 brands 3 15.0
- 21-100 brands 13 65.0
- 100+ brands 4 20.0



Percentage change in sales for the last-
5 years (1979-1983)

- Confidental

- 0-500 % increase

- 501 + % increase

Percentage change in profits for the last
5 years (1979-1983)

- Confidental
loss or decrease in profits

0-150 % increase
151-400 % increase
401 + % increase

Number of administrative personnel in the
company

- 0- 50 people

- 51-150 people

- 151 + people

Number of workers in the company
- 0-150 people
~151-250 people
-251 + people

Freq.

70

%

W A &~ O

5.0
40.0
55.0

25.0
20.0
20.0
20.0
15.0

30.0
45.0
25.0

30.0
45.0
25.0



2. Summafy of Marketing Effectiveness Ratings

In the second part of frequency distribution analysis, marketing
_ effectiveness ratings are examined; first by perceived importance, and
second by frequency of application. Table 3.2.4. depicts a summary of
the marketing effectiveness ratings.

Most of the items of the effectiveness scale were considered
very or quite important, and it was found that there was a routine appli-
cation of each of the practices within firms. The effectiveness measures
considered very important by most of the respondents were (a) "collabo-
ration of marketing management with other departments", (by 80 percent);
(b) “effective codperation of marketing management with other departments
to resolve issues in the best interest of the company as a whole", (by
75 percent); (c) "management's considering needs and wants of well-defined
markets for long-run growth and profit objectives", (by 75 percent);
(d) "high integration of sales and other marketing functions", (by 75
percent); and (e) "promotion activities directed to target markets", (by
75 percent). At least 50 percent of the sample managers reported that
each one of the above items very important whereas only three items were
considered not important at all by one respondent. These three items are
"new product development processes”; "measuring cost effectiveness of
alternative marketing expenditures"; and "developing annual and long-
range plans".

The application columns of Table 3.2.4. shows that "promotion
activities directed to target markets" is the basic practice, applied by
90 percent of the firms studied, followed by "management's utilizing
marketing information", by 80 percent, "high level integration of sales
and other marketing functions", by 75 percent, "management's considering
needs and wants of well defined markets for long-run gfowth and profit
objectives", by 70 percent", collaboration of marketing management with
other departments", by 70 percent, and “developing annual and long-range
plans", by 70 percent. The practice with the least application is "new
product development processes", by 35 percent. This is obvious since
local firms adopt most of what is developed in technologically advanced
countries.



a=
b=

10.

TABLE 3.2.4. Summary of Marketing Effectiveness Ratings

MNC (n=7)
Turkish (n=13)

. Management's considering needs and wants of

well-defined markets for long-run growth and
profit objectives

. Serving different market segments

. Management's taking a whole marketing systems

view

. High level integration of sales and other

marketing functions

. Collaboration of marketing management with

other departments

. Effective cooperation of marketing management

with other departments to resolve issues in
the best interest of the company as a whole

. New product development processes

. Execution of market/marketing researches

Management's utilizing marketing information

Promotion activities directed to target
markets _

T

U o T L i = 2] o

o

o

PERCEIVED IMPORTANCE APPLICATION
very quite some- not mean Always Sometimes/Never
imp. imp. what imp.  impor-

imp. tance

71.4 % 28.6 % - - 3.71 85.7 % 14.3 %
76.9 % 15.4 % 7.7 % - . 3.69 61.5 % 38.5 %
71.4 % 28.6 % -~ - 3.71 85.7 % 14.3 %
53.8 % 30.8% 15.4 % - 3.38 46.2 % 53.8 %
57.1 % 42.9 % - - 3.57 100.0 % -

61.5% 30.8% 7.7% -~ 3.54 46.2 % 53.8 %
71.4 % 28.6 % - - 3.7 71.4 % 28.6 %
76.9 % 15.4% 7.7% - 3.69 76.9 % 23.1 %
100 2% - - - 4.00 57.1 % 42.9 %
69.2 % 30.8% -~ - 3.69 76.9 % 23.1 %
71.4 % 28.6 % - - 3.71 42.9 % 57.1 %
76.9 % 23.1% - - 3.77 53.8 % 46.2 %
57.0% 7.7% 7.7% 7.7% 3.14  28.6 % 7.4 %
46.2 % 38.4 % 15.4 % - 3.31 46.2 % 53.8 %
57.1 % 42.9 % - - 3.57 42.9 % 57.1 %
61.5% 30.8% 7.7% - 3.54 53.8 % 38.4 %
85.7 % 14.3 % - - 3.86 100.0 % -

61.5 % 38.5% - - 3.62 69.2 % 30.8 %
85.7 % 14.3 % - - 3.86 100.0 % -

69.2 % 23.1% 7.7% - 3.62 84.6 % 15.4 %

2/



= Turkish (n=13)

= MNC (n=7)
PERCEIVED IMPORTANCE APPLICATION

very quite  some- = not mean Always Sometimes/Never

1.

12.

13.

14.

imp. imp. what imp.  impor-

' imp. tance
Measuring cost effectiveness of alternative a 57.1 % 28.6 % 14.3 % - 3.43 57.1 % 42.9 %
marketing expenditures b 46.1 % 15.4 % 30.8% 7.7 % 3.00 53.8 % 46.2 %

Developing annual and long-range plans a 100.0 % - - - 4.00 100.0 % -

: b 38.5% 46.1% 7.7 % 7.7 % 3.15 53.8 % 46.2 %
Adequate and efficient deployment of marketing a 71.4 % 28.6 % - - 3.71 42.9 % V57.1 %
resourches b 61.5% 23.1% 15.4 % - 3.46 30.8 % 69.2 %
Fast reaction time to developments a 85.7 % 14.3 % - - 3.86 57.1 % 42.9 %
b 46.2 % 46.2 % 7.6 % - 3.39 38.5 % 61.5 %

€L



3. Summary of Firms' Perceived Competitive Advantage

A section of the questionnaire was designed to identify the areas
in which the firms considered themselves advantageous in relation to
their competitors. Table 3.2.5. gives the response frequencies of the
sample. Seventyfive percent of the companies considered themselves high-
ly advantageous with respect to product quality, which was the highest
perception of competitive advantage. Sixty>percent of firms considered
themselves least advantageous in pricing because of the structure of
pricing practices in the industry. Competitive products in the market
have quite similar prices. Two companies selling expensive antibiotics
considered themselves advantageous with respect to pricing.

4. Summary of Marketing Related Decision Making Units in Firms

The same set of marketing decision variables were used to iden-
tify the degree of authority of the subsidiaries for multinational firms
and the decision-making department in the Turkish firms. The multina-
tional subsidiaries were found to be quite independent in their market-
ing-related decision-making. Three firms (43 percent) indicated that
they were totally dependent on the quotas of the Ministry of Health in
the case of pricing. The subsidiaries do not have much say in budgetary
decisions,for which they have .to get an approval from the head office.
This finding agrees with finding of Picard's (1977) (30) study on
patterns of control over marketing decisions for European multinationals
with subsidiaries 1in the U.S. Picard's study reveals that subsidiaries
enjoy a substantial amount of freedom in making operational decisions,
but decisions involving financial considerations are more closely
monitored. Since uniform products of the same company are sold in similar
packages, labeling and packaging practices are also guided by headquar-
ters. ’Findings of marketing related decision-making units are presented
in Table 3.2.6.

For the marketing decision variables, Turkish companies stated
which departments had the final say in decision making. It is seen from
Table 3.2.6. that Marketing or Sales Departments are highly authorized
in operational issues. Joint decisions of two or more departments is
also a general application, especially in new product launches and bud-
get approvals.



a= MNL (N=/)
b= Turkish {n=13)

Firms' perceived competitive advantage with
respect to ....

Customer services
Product quality
Technical specifications
Distribution channels
Price
Resource availability
New product development
Number of products in the market

Reputation of the firm

Highly Quite Somewhat Not Mean Rank
advan- advan- advan- advan- compe- of
tageous tageous tageous tageous titive means
' adv.score
a 42.9 % 42.9 % 14.2 % - 3.29 5
b 15.4 % 76.9 % 7.7 % - 3.08 3
a 100.0 % - - - 4.00 1
b 61.5% 15.4 % 7.7 % 15.4 % 3.23 2
a 71.4 % 14.3 % 14.3 % - 3.57 2
b 38.5% 30.8 % 7.7 % 23.0 % 2.85 4
a 42.8 % 28.6 % 28.6 % - 3.14 6
b 7.7 % 69.2 % 7.7 % 15.4 % 2.69 6
a 14.2 % 28.6 % 28.6 % 28.6 % 2.29 9
b 7.7 % 7.7 % 7.7 % 76.9 % 1.46 9
a 42.9 % 57.1 % - - 3.43 4
b 38.5% 15.4 % 30.7 % 15.4 % 2.77 5
a 42.8 % 14.3 % 28.6 % 14.3 % 2.86 v
b 7.7 % 15.4 % 46.2 % 30.7 % 2.00 8
a - 42.9 % 57.1 % - 2.43 8
b 23.1% 38.4 % 15.4 % 23.1 % 2.62 7
a 57.1% 42.9 % - - 3.57 2
b 46.2 % 38.5 % 15.3 % - 3.31 1

G/



TABLE 3.2.6.

Degree of authority of MNC subsidiaries in
marketing related decision-making (n=7)

Summary of Marketing Related Decision Making Units in Firms

Decision-making department in Turkish
Firms for marketing related issues (n=13)

Totally Indepen- Depen- Totally Mean Gen- Finance Market- Sales Other Joint

indepen- tent dent Depen- inde-  eral ing Decis-

dent dent pen-

dent

Marketing Decisions score
Pricing 14.3 % 28.6 % 14.3 % 42.9% 2.14 7.7 % 23.1 % - 53.8 % 15.4
Physical distribution 85.7 % 14.3 % - - 3.86 - - 38.5 % 53.8% - 7.7
Sales promotion 57.1 % 28.6 % 14.3 % - 3.43 - - 38.5 % 38.5% - 15.5
New products - 57.1 % 28.6 % 14.3 % 2.43 23.1 % - 30.8 %2 - - 46.1
Labeling and pakaging 14.3 % - 57.1 % 28.6 % 2.00 7.7% - 30.8 4 15.3 % 7.7 % 38.5
Market researches 71.4 % 28.6 % - - 3.71 7.7 % - 53.8 % 30.8 ¥ - 7.7
Product Line 28.6 % 42.9 % 28.6 % - 3.00 23.1 % - 23.v % - - 53.8
Customer Services 85.7 % 14.3 % - - 3.86 - - 38.5 % 30.8% - 30.8
Budgetary decisions - 28.6 4 42.9 % 28.6 % 2.00 30.8 % - 7.7 % - 7.7 % 46.2

9.
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5. Summary of Decision Making Practices-

Managers' responses related to decision-making are summarized in
Table 3.2.7. In terms of decision-making involvement among managers, it
was seen that top level decision-making with involvement from lowerA
levels was the general practice in most firms, instead of integration of
départments. Firms did not have much problems in obtaining relatively
complete and accurate information to be used in decision-making.

Nineteen firms (95 percent) used quantitative methods to guide
decision-making. Statistical analyses were most frequently used by 95
percent whereas decision trees and game theories were used least fre-
quently, and by fewer number of firms.

6. Summary of Marketing System's Organization

Table 3.2.8. presents the marketing system's organization in the
studied sample. Examining the marketing functions' organization in the
firm, it was seen that majority of firms (80 percent) had developed well-
organized marketing departments; that is clear job definitions and spe-
cific requirements of the personnel have been set. Communication and in-
formation flow within and among departments are successfully maintained.
The organization chart and plans prepared for the marketing department
clearly identifies a structured pattern of processes. Well-organized
marketing departments lead to establishment of effective distribution
and promotion systems.

Managers' perception about expected future changes in pricing
practices revealed that 10 of them had relatively positive attitudes to-
ward the issue of price determination by firms. They stated that with
‘some guidance, firms would better establish their prices, covering their
costs. Eight managers stated that a liberal system o%'price determina-
tion would not work for such a critical product, for which there is an
inealistic demand.
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TABLE 3.2.7. Summary of Decision-Making Pratices

Freq. %
(i) Decision-making involvement among managers :
- Bulk of decisions at top level ' 5 25.0
- Policy at top, decisions made at lower level
and reevaluated at top level 5 25.0
- Broad policy decisions at top, more specific
ones at lower level 9 45.0
- Decision making widely done through integra-
tion of departments 1 5.0
(ii) Availability of information used in decision-making:
- Information is often somewhat inadequate and
inaccurate 3 15.0
- Reasonably adequate and accurate information is
available 7 35.0
- Relatively complete and accurate information is
"~ available because of the efficient flow of infor-
mation in the organization 10 50.0

(iii) Quantitative methods used in decision-making in the order of appli-
cation. (1) (n=20)

Method Order of Use in the Firm :
used : no use 1 2 3 4
Statistical analyses - 5.0% 95.0% - - -
Decision trees 80.0 % - 20.0 % - -
Linear programming 70.0 % - 20.0 % 10.0 % -

Game theory 50.0 % - - 5.0% 5.07%

(1) 1= most frequent application
2= second frequent application ...



TABLE . 3.2.8. Summary of Marketing System's Organization

(i) Established distribution system

- Well-organized
- Disorganized

Established promotion system

- Well-organized
- Disorganized

Organization of the Marketing Function

- Well-organized
- Disorganized

(ii) Expected future changes in pricing practices

- The issue is not clear

- Price determination can be left
to firms with some guiding from
the government

- Prices can never be determined by

~ firms |

79

Frequency %
17 85.0
3 15.0
16 80.0
4 20.0
16 80.0
4 20.0
2 10.0
10 50.0
8 40.0
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b. Analysis of Differences Between Two Groups : Multinational versus
Turkish Firms .

In this section, a comparison of differences and similarities
are presented based on the questions asked to both Turkish and multina-
tional companies. Analysis on data was based on cross-tabulations and
t-tests to test the difference betwen the twd group means. lLater, a dis-
criminant analysis was done to find the differences between the more
effective and less effective companies.

1. Results of Cross-~Tabulations and tétests

Tables 3.2.9 and 3.2.10. present the findings of cross-tabula-
tions and t-tests, aimed to differentiate between Turkish and multina-
tional firms. Because of sample size limitations, some of the responses
had to be grouped together in order to obtain significant results, and
make reasonable interpretations. As can be seen in the frequency listings
depicted in Table 3.2.4, the responses for the marketing effectiveness
rating items and competitive advantage were not distributed evenly in
the four categories, necessitating some kind of a grouping. So the res-
ponse categories analyzed were reidentified as very important - less
important, for assigned importance of marketing effectiveness items;
routine application - irregular application, for frequency of applica-
tion of marketing effectiveness items; highly advantageous 1less advanta-
geous for competitive advantage variables; high integration of decision-
making involvement - decision-making at top level; accurate and avail-
able information - inadequate and unavailable information flow within
the firm; high percentage increase in sales - little percentage increase
in sales; high percentage increase in profits - losses or little
percentage increase in profits; effective and structured organization of
distribution, promotion systems, and of the marketing management func-
tion - disorganized distribution, promotion systems.”and marketing
mandgement function. For +these variables two-by-two tables were
constructed, for which the Fisher's Exact Test statistics were obtained.
Fisher's exact test, a non-parametric test, is suitable for analyzing

mutually exclusive small samples (3.7).4 The calculated test result gives

4/ If a, b, ¢ and d are the number of cases in each cell of a 2x2 table,

and n is the total sample size, the formula feor Fisher's Exact Test is :

(a+b) ! (c+d) ! (a+c) ! (b+d) !

ml At RI ~1 AHAI)

P =
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the significance level. Phi, which measures the strength of relationship
is used in interpreting Fisher's Exact Test results. Tables 3.2.9 and
3.2.10 also demonstrate the phi values for the variables. Phi takes on
the value of 0 when no relationship exists, and the value of + 1 when
the variables are perfectly related (28). Significant Fisher results
show that their related phi's are 0.480 and greater.

Of the 14 marketing effectiveness items in terms of perceived
importance, only one variable, "developing annual and long-range plans"
was found to be significantly differentiating Turkish and foreign firms.
The mean importance score for the multinational companies is higher.

0f the same 14 items studied in terms of frequency of applica-
tion within the firm, two variables, which were "management's taking a
whole marketing systems view" and "developing annual and long-range
plans" were found significant. Both of these variables are applied more
frequently in the multinational companies.

Fisher's exact test did not give significant results for any of
the competitive advantage items, decision making involvement, and availa-
bility of information used. Turkish or multinational ownership of firms
was not a variable determining eithed performance with respect to sales
and profits, or the established marketing mix system.

Categorization of variables "expected future changes in pricing"
"number of administrative, technical (workers), and total personnel" and
"number of years the manager is in the firm" enabled construction of two
by three tables. Thus, it was possible to obtain chi-square statistics
for these variables. Among this set of variables ownership was found to
be significantly determining the number of administrative personnel
within the firm. (Table 3.2.10) .

To test for the difference in the means of the two groups, t-tests
were done for the same variables used before as well as total effective-
ness and total competitive advantage scores. However, for each marketing
effectiveness item, instead of using perceived importance and frequency
of application separately, their multiplication product was utilized.
Calculation of self-reported effectiveness and total competitive advant-
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age - scores are as follows. The effectiveness score of each item is cal-
culated as “

(Vni ) X (Vna )
where :
Vg = perceived importance level (i) of item "n" in the market-
ing effectiveness measures;
and
Vna = frequency of application (a) of item “n" in the marketig

effectiveness measures.

The total effectiveness score of a firm is the summation of

individual effectiveness items, and is calculated as :
14

2 (v
Nz 4

Similarly the total competitive advantage score is calculated
for each firm as a:
5~ gy

N= §

) x (V

ni na)

where :

VCn = competitive advantage of the company on the nth item.

Significance level was taken to be 0.05 for the t-tests. The
t-table value for 18 (n¢+ np-2) degrees of freedom was 2.101. Thus the
variables with calculated t's greater than the critical value of 2.101
were considered to be significant. These variables, shown in Table
3.2.9., were '"management's taking a whole marketing system view" and
"developing annual and long-range plans". The multinational companies,
whose mean perceived effectiveness scores were higher tended to take a
whole marketing systehs view and develop annual and long-range plans.
Table 3.2.10 shows that multinational companies whose mean scores were
higher were significantly more advantageous with respect to product
quality and all of the advantage items taken together. Multinationals
also established more effective promotion system, and had well-organized
marketing management functions. The multinationals also had a more posi-
tive attitude toward expected future changes in the pricing system.



TABLE 3.2.9. Results of Fisher Test and t-test for Effectiveness Measures

t-test Results Perceived ‘
Effectivenes Importance Application Firm
Means cal
Effectiveness Items XMNC XTR Fisher's Phi Fisher’s Phi
1. Management's thinking in terms of serving needs and wants
of well defined markets chosen for Tong-run growth and
profit objectives 7.00 5.69 1.259 .594 .061 .272 .251
2. Serving different market segments 7.00 4.92 1.859 .392 A7 106 - .385
i
3. Management's taking a whole marketing systems view 7.14 5.39 2.148* .608 .043 .022* .538
4. High Tevel integration of sales and other marketing functions 6.43 6.23 0.167 .594 .061 .594 .061
5. Collaboration of marketing management with other departments 6.29 6.54 -0.157 .148 .367 .336 .206
6. Effective cooperation of marketing management with other de-
partments to resolve issues in the best interest of the com-
pany as a whole 5.29 5.77 -0.505 .594 .061 .500 .104
7. New product development processes 4.29 4,77 -0.388 .500 .104 .526 .098
8. Execution of market/marketing researches 5.29 5.23 0.045 .608 .043 .430 150
9. Management's utilizing marketing informatica 7.71 6.31 1.828 277 .251 .148 .367
10. Promotion activities directed to the target markets 7.71  6.85 1.351 .406 .182 A1 .245
11. Measuring cost effectiveness of different ma-keting expen- 5.71 4.77 0.657  .500 104 .630 .032
ditures '
12. Developing annual and long-range plans 8.00 4.92 3.682* .010* .599 .044* .480
13. Adequate and efficient deployment of marketing .“esources 5.57 4,39 1.066 .526 .098 .474 121
14. Fast reaction time to developments 6.00 4.54 1.424  .106 .385 .370 179
Total effectiveness score 89.14 74.92 1.538 o
(7%

a )t CimAnaEfirarnt a+ ~-0N NL



TABLE 3.2.10. Results of Fisher Test and t-test for Competitive Advantage and Firm Characteristics

Firm's perceived competitive advantage with respect to...

Customer Services

Product quality

Technical specifications
Distribution channels

Price

Resource availability

New product development

Number of products in the market
Reputation of the firm

Total competitive advantage score

Decision-making involvement
Availability of information used in decision-making

Percentage change in sales

Percentage change in profits
Established distribution system
Established promotion system
Organization of the marketiny function

Future changes in prici

Number of administrative personnel in the firm
Number of the technical personnel in the firm
"~ (Workers included) ‘
Number of total personnel in the firm

Number of years the manager is in the firm

it significant at o«= 0.0>

t-test Results

Fisher Test Results
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.660 .
.378%*!
.614
.088
.652
.730
.634
.502
.906

.692*

.863
.333

.099
.502
.899
.312*
.312*

.878*
.034
.867

941
.857

Fisher's  Phi

.207 .303
.083 423
.175 314
101 419
.207 .303
.600 .043
151 341
.370 179
.500 .104
175 314
.500 . 104
.166 .338
.573 .094
.250 .385
.148 .367
.148 .367
5 Sign
X Cramer'sy.d.f. canc
2.967 .385 2 . 226!
7.692*  ,620 2 .021
1.294 .254 2 .523¢
3.639 427 2 162
3.673 429 2 .159:

¥8
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2. Differentiating More and Less Effective Firms :
Discriminate Analysis ‘

In order to investigate the differences between the more effec-
tive and less effective groups within the studied sample, a discriminant
analysis was done. Since not very many variables significantly explained
differences 1in the effectiveness of local and foreign pharmaceutical
firms unvariately, a test was done to see if effectiveness level could
be explained by a number of independent variables multivariately. Calcu-
lated total effectiveness scores5 were used as the dependent variable.
Since 20 companies were studied, the highest scoring 10 companies com-
prised the more effective group and the rest made up the lesseffective
group in terms of marketing practices.. The theoretical range of effective-
ness score for firms was between 0 and 112. For the actual sample the range
of total effectiveness score for the less effective group was between 21

and 82; and the range of total effectiveness score for the more effective
group was between 83 and 102.

The independent variables were chosen from questions asked to
both groups of respondents. These variables were (a) "the total number
of brands marketed"; (b) "the number of product groups the company manu-
factured"; (c) "decision-making involvement of managers"; (d) “availa-
bility of information used in decision-making"; (e) “percentage change
in sales for the last five years"; and (f) "percentage change in profits
for the last five years"; and (g) "competitive advantage of the firm".
The competitive advantage scores calculated for t-tests were utilized
again, but instead of actual scores, the 10 higher scoring companies,
whose scores ranged from 27 to 31, were defined as more advantageous.
Table 3.2.11. summarizes the results of the discriminant analysis.

Group means for the independent variables are higher for the
more effective group‘ except for the "number of product groups", and
"percentage change in profits", indicating that more effective firms
have more product groups in the market, and that they have experienced
higher percentage increase in profits in the last five years. In the
first part where univariate analysis is done, the Wilks' Lambda values,

5/ For the calculation of total effectiveness score, refer to part 1 of
section 3.2.4. (b)



which show percentage of unexplained variance, are quite high. In fact,
for '"number Oof pro@uct groups", for which the group means were equal,
Wilks' Lambda was 1.00, indicating that in univariate analysis, this
variable is a very poor discriminator. The best discriminator is decision
making involvement. Since F-values and Wilks' Lambda for each variable
have an indirect relationship, higher F-values are desirable. The only

significant F-value (w= 0.05) is again the decision-making involvement
variable.

When the results of multivariate analysis are examined, it can
be seen that Wilks' Lambda for the total function is 45.93 percent. It
represents the percentage of unexplained variation of the discriminant
function. Canonical correlation squared, which gives the percent of ex-
plained variation is 54.07 percent for the same function. The calculated
chi-square is significant at = 0.127, which is greater than the accepted «
of 0.05, therefore it 1is concluded that the discriminant function is
not significant; thus the independent variables do not discriminate the
more and less effective groups.

Finally, the prediction results are tested with a proportion
test. The result is that 90 percent of "grouped" cases are correctly
classified, and this is significantly different from a proportion that
would have been found by pure chance.6 Undoubtedly, with a totally dif-
ferent sample, percent of correct classification is going to be smaller
than 90 percent because prediction of actual groups was done with the
same sample. Although the function's discriminant power is not statisti-
cally significant, its classificatory ability with the analysis sample is.

6/ Hypothesis testing for Percent of Correct Classification : (P
H=P c = 0.050 there is chance classification

)

cC
0 C

Ha= PCC 0.050 PCC is significantly higher than chance classification

Predicted Group
Actual group Less eff. More eff.

Less eff. 9 1
More eff. 1 9
- 0.90-0.50 A
Teal T == . 3, 578
J(050)(0 50Y/20

Ztable = 0.050 = 1.96

Since 3.5/8>1.96, accept H_; that there is a significant difference from
pure chance in PCC calculated.
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It could have been useful to reconstruct a discriminant analysis
by omitting "number of product groups" and including competitive advan-
tage scores instead of the highly vs. less advantageous differentiation.
Addition of a few more questions related to decision making involvement
could change the results.

c. Summarizing Important Effectiveness Items : Factor Analysis .

The purpose for conducting a factor analysis was to identify the
"important" items of the marketing effectiveness rating variables, in
terms of assigned importance by company managers. Table 3.2.12. presents
the factor analysis results for the "importance of variables" as perceived
by managers. In order to simplify interpretation of the table for the
reader, five highest factor loaded variables are given for each factor.

Importance of the 14 effctiveness items are explained by five
factors. The total percentage variation the five factors explain is 77.5
percent. By examing the communalities, it is seen that these five factors
best explain the variation in variables 14, 11, 1, 6, and 10. These
variables are (a) "fast reaction time to developments”, (b) "measuring
cost effectiveness of different marketing expenditures", (c) "management's
considering to serve needs and wants of well-defined markets chosen for
long-run growth and profit objectives", (d) "effective cooperation of
marketing management with other departments to resolve issues in the
best interest of the company as a whole", and (e) "promotion activities
directed to target markets" respectively.

An appropriate name for Factor 1, which explains 27.8 percent of
the variation in all 14 variables, would be "strategic orientation".
Factor2, which explains 17 percent of the variation in all variables,
would be named "collaboration and effective cooperation of marketing
management with other departments". Factor 3 explains 14.2 percent of
the variation in all variables, and would be named "“operational effici-
ency". Factor 4, which explains 10.1 percent of the variation in all
variables would be named "organizational integration" and Factor 5,
"integrated markéting functions". Therefore, the five factors identified
here explain inportance of marketing effectiveness rating variables, and
these summarizing variables obtained by Factor Analysis can be used in
further studies to account for assigned importance of marketing effec-



tiveness items.

This section on research findings summarized the results of sta-
tistical analyses. In the first part the frequency distribution of the
variables were analyzed. In the second part results of analysis for
differences were examined, and in the last part variables summarizing
effectiveness measures were identified.

3.2.5. Limitations of the Study

Some technical limitations réstrictedr the scope of analysis.
First of all the sample size was small. In order to obtain significant
results, response categories had to be grouped together, limiting inter-
pretation opportunities. With a larger sample, less and more effective
companies could be better differentiated. In addition, because number of
Turkish and multinational firms were not equal, a duscriminant analysis
could not be done, to explore the independent variables that account for
the difference between Turkish and multinational firms. Yet for this
particular study, a bigger sample would not solve the problem because
there are only seven multinational subsidiaries in the Turkish Pharma-
ceutical Industry. Thus a larger sample of domestic manufacturers that
are smaller in size and limited in activities would not suit the purposes
of the study.

Secondly, since the legal framework within which the pharmaceuti-
cal industry operates, puts the same restrictions on both multinational
and Turkish companies, some practices and complaints were common to both
group of companies. Research findings concluded that product pricing was
considered to be a fairly irrelevant issue in marketing of pharmaceuti-
cals, thus the question related to pricing was not regarded with much
interest. Moreover distribution and promotion practice§, although de-
pendent on the financial position of the individual companies, were
quite similar. In a different industry that provides more opportunities
for price competition, media selection, or different distribution
channels, significant variations wouid be obtained.
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Another technical limitation is related to administration of the
questionnaire.” In order to reduce the bias, the respondents were asked
to either sort the marketing effectiveness items with respect to perceived
importance, or mark the level of importance - as perceived by the res-
pondents - on the questionnaire sheet rather than letting the interviewer
direct the items one by one. However, all of the respondents chose to
mark the level of importance istdead of ranking or sorting the items.
Such an imposed priority ranking would be helpful in improving the
effectiveness measure.

Finally, the percentage change in sales and profit levels were
not significant measures of performance that help determine effective-
ness. Because the information on sales and profit changes were self-re-
ported and sometimes rounded, they were not very reliable. One measure
would have been analyzing the change in market shares over a period of
time. Another alternative would have been comparing the forecasted and
actual sales or analyzing the financial data of the company.



IABLE J.2.11. Results of the Discriminant Analysis
1- UNIVARIATE ANALYSIS

Group Means Standard Deviations Wilks' Lambda F cal.
Independent Variables Less effective More effective Less effective More effective
1. number of brands 1.8 2.3 0.633 0.483 0.8201 3.9474
2. number of product groups 1.5 1.5 0.527 0.527 1.0000 0.0000
3. decision-making involvement 1.9 2.7 0.994 0.675 0.8025 4.4308*
4. availability of information 3.1 3.6 0.738 0.699 0.8815 2.4194
5. percent change in sales 2.3 2.4 1.059 1.174 0.9978 0.0400
6. percent change in profits 1.9 1.7 1.370 1.567 0.9949 0.0923
7. competitive advantage 1.5 1.6 0.527 0.516 0.9899 0.1837

* significant atxX = 0.05
Ftable (1,18) = 4.41
2~ DISCRIMINANT FUNCTION ANALYSIS
Standardized Discriminant Function Coefficients :
Independent Varijables Coefficients Cronical Correlation = 0.735
Wilks' Lambda = 0.4593
1. number of brands -1.003 Chi-Square = 11.282
2. number of product groups 0.711 Degrees of Freedom = 7
3. decision making involvement -0.329 Significance (=) = 0.127
4, availability of informaticn -0.547 Group Centroids
5. percent. change in sales 0.645 Less effective group = 0.71672
6. percent.change in profits -0.218 ' More effective group = -0.71672
7. competitive advantage -0.217 Percent of Correct
' Classification = 90 %

06



TABLE 3.2.12. Factor Ahaiysis for Perceived Importance of Marketing
Effectiveness Items

Effectiveness Items

™

10.
1.

12.
13.
14,

. Management's thinking in terms of serving needs and wants

of well defined markets chosen for long-run growth and

.46067

FACTOR 1 FACTOR 2 FACTOR 3 FACTOR 4 FACTOR 5 COMMUNALITY

profit objectives .68483 - - -.33690 .93061
. Serving different market segments .73618 - - - - .84060
. Management's taking a whole marketing systems view - .56443 - - - .84636
. High Tevel integration of sales and other marketing functions - - - - .81377 .82282
. Collaboration of marketing management with other departments - .87203 - - - .86003
. Effective cooperation of marketing management with other de-
partments to resolve jssues in the best interest of the com-
pary as a whole - .66223 - .67082 - .91483
. New product development processes - - - .70965 - .78483
. Execution of market/marketing researches - - .71648 - - .75265
. Management's utilizing marketing information - - .54407 - - .82944
Promotion activities directed to the target markets .62593 - - .54941 .38309 .91140
Measuring cost effectiveness of different marketing expen-
ditures .59381 - .25681 46127 .37547 .94803
Developing annual.and long-range p]ans .75289 - - - - .84867
Adequate and efficient deployment of marketing resources - .40490 .28209 - .70110 .82449
Fast reaction time to developments - .32633 .89190 - - .95855
Eigenvalues 3.892 2.374 - 1.985 1.407 1.187
% of variation 27.8 17.0 14.2 10.1 8.5 ©
Cumulative percentage 27.8 44 .8 58.9 69.0 77.5
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IV. CONCLUSIONS, IMPLICATIONS, AND CONTRIBUTIONS

The final chapter of this study deals with the significant con-
clusions, some implications of findings for firms, and further studies
as well as the contributions of the study in terms of content and metho-
dology.

4.1. Conclusions on Research Findings

The subsidiaries of multinational firms operating in the pharma-
ceutical industry have a considerable share of the total pharmaceuticals
market. But it cannot be concluded that they are'drastically different
from all of the domestic manufacturers. Some of the Turkish firms pro-
ducing pharmaceuticals with a large number of licences from many firms
abroad have just as modern plants with similar technical facilities and
sell their products country-wide through their well-established distri-
bution channels and make as much or even more sales and profits. Still,
the findings of the study conclude that certain variables indicate that
origin of ownership for companies affect execution of marketing practices.

Based on the findings, Turkish and multinational firms can be
differentiated with respect to customer philosophy. Foreign firms tend
to consider a whole marketing system view encompassing suppliers,
channels of distribution, competitors, customers, and environment in
planning its business. .

Multinational pharmaceutical firms differ from their Turkish
counterparts with respect to developing detailed annual marketing plans
along with long-range marketing plans that are updated annually. Multi-
national firms apply planning more regularly as well as considering it
as being very important. The basic reason for this is that there is con-

tinuous pressure for preparing and updating short and long range plans
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from the headquarters. For the preparation of long-range production
plans at the headquarters level, multinational subsidiaries are required
to supply current mafket information and marketing plans. Since this is
not considered to be such a critical issue in domestic firms, the signi-

ficant difference in the regularity of marketing plans is quite reason-
able.

A strong relationship exists between multinational pharmaceuti-
cal corporations and competitive advantage with respect to product qua-
lity. Backed up by headquarters' technical facilities which enable mul-
tinational companies to apply more standardized procedures for produc-
tion and keep a consistent quality, multinationals have a more advanta-
geous position in the market.

v Multinational firms perceive themselves to be totally more ad-
vantageous than Turkish firms. This 1is also because of their easier
access to opportunities of foreign firms. They can benefit from the
technical advantages of their parent company and introduce products de-
veloped in another country with more ease than local firms. They are
also more advantageous in bbtaining raw materials through their parent
organizations. In terms of channels of distribution, the multinationals
have more to offer to intermediaries through their sales personnel. The
sales representatives they employ are trained regularly and visit doc-
tors, wholesalers, and pharmacies well-equipped with information and
supplementary material.

The findings indicate that there is also a difference between
Turkish and multinational pharmaceutical companies' promotion systems.
The multinational companies establish well-organized promotion systems
that consider many aspects of sales pkomotion. Other than frequent
visits organized to pharmacies, wholesalers, and doctors, multinationals
undertake the publication of medical journals both with.the purpose of
advertising their products and informing doctors of current developments
in the field of medical science.

Significant differences exist between the organization of the
marketing function 1in Turkish and foreign companies. The marketing de-
partments of multinaticnals tend to be better organized to enable
efficient functioning of the department. They divide the Turkish market
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into  eight to twelve specific regions and ensure that products are sold
continuously. -

The multinational companies tend to have a more positive attitude
to expected changes in price determination in the pharmaceutical in-
dustry. While most Turkish firms, especially smaller ones argue that
liberalization can not apply in drug pricing, the multinational companies
generally agree that prices would not rise higher than the real value
for drugs in case of a liberalization policy.

The number of administrative personnel is significantly higher
in multinationals than Turkish firms. Especially the higher number of
sales personnel in foreign firms account for this significant difference.

Because of the small sample size of multinational companies
studied, some of their responses could not be tested. However the fre-
quency of answers indicate some common points with respect to the multi-
national companies. One major conclusion is that the subsidiaries are
quite 1independent 1in the execution of operational issues related to
marketing, such as physical distribution of products, sales promotion,
market research, product line determination, and customer services. On
the other hand, degree of dependence is higher especially in budgetary
decisions. The subsidiaries have to submit their annual budgets for
approval before execution of plans. As has been discussed previously,
the conclusion that degree of authority of multinational subsidiaries is
least in budgetary decisions is similar to that of Picard's (1977) (30)
finding. The results of Picard's study conclude that subsidiaries' de-
cison involving financial considerations are more closely controlled
whereas decisions on operational issues are not subject to any control.
The multinational subsidiaries are also dependent on'the.parent company
for new product introductions as well as the shape and size of the phar-
maceuticals, their labeling and packaging in order to offer standard
products worldwide. Within companies these tasks are mo%tly undertaken
by the marketing department.

Another point observed is that the multinationals are in
continuous interaction with their headquarters. Managers from headquarters
assist and guide the operations of their subsidiaries, especially for
technical research, production, training, marketing, finance, and audit
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purposes.

Subsidiaries of multinational corporations do not have more than
three or four foreign managers; however, the few managers occupy the key
managerial positions within firms. Usually, it is the general manager
who represent the parent company.

The findings of the factor analysis conclude that the major fac-
tors that explain the assigned importance of marketing effectiveness
items are strategic orientation, collaboration of marketing management
with other departments, operational efficiency, organizational integra-
tion, and integrated marketing functions.

However significant some of the results may be, it should be
kept in mind that they are limited to the pharmaceutical companies
operating in Turkey. At this stage, the findings of the study can
neither be generalized to industries other than pharmaceutical industry
nor to other countries.

4.2. Implications of the Study

This research has some implications for domestic and multina-
tional firms, as well as for further researches that could be done and
the academia.

4.2.1. Implications for Local Firms

The implication of the study for firms is that firms may estab-
lish priorities for progress in the areas of marketing where they are
less effective. Marketing effectiveness 1is not solely determined by
sales growth, market share, and profitability. These can also be achieved
by the suitable conditions in the market rather than only the effective
execution of markéting practices. Five major attributes of marketing
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orientation-customer philosophy, integrated marketing organization, ade-
quate marketing information, strategic oriéntation, and operational
efficiency-reflect thé marketing effectiveness of a company. The attri-
butes operationalized by 14 variables in this study help firms identify
on which attributes the firm exhibits poor or outstanding performance.
Firm managers who can identify the essential elements of effectiveness
and concentrate their attention on them will be more successful.

Marketing effectiveness measure is used as a tool for strategic
control of marketing activities. Because of the rapid changes in the
marketing environment, strategic control is essential for the firm to
reassess its overall approach to the marketplace from time to time.

As a result of future technical developments in the chemical and
pharmaceutical industry, local companies would be able to complete with
their multinational counterparts. Also, with increasing number of re-
searches, which 1is currently a rare application by local firms, local
manufacturers would acquire a better position within the market.

4.2.2. Implications for Multinational Companies

Multinational pharmaceutical firms considering investments in
Turkey can benefit from the findings about the procedures and practices
that prevail in the industry, and adjust their strategies considering
the strengths and weaknesses of their future competitors. Suggestions
may be that the multinationals emphasize the effectiveness items whose
mean effectiveness scores are higher for domestic firms. These items
are "collaboration of marketing management with dther departments™,
"effective cooperation of marketing management with other departments to
resolve issues in the best interest of the company as a whole", and "new
product.development processes".

Also, from the point of view of the multinational headquarters,
the findings would be helpful in identifying subsidiary markets with
similar characteristics and making the necessary developments in
marketing-related practices.
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4.2.3. Implications for Further Studies

The research has some implications for future studies. Further
attention may be directed to exploring the comparison between domestic
and multinational firms of similar sizes and areas of interest from
several industries. This would also widen thebscope of the study as well
as increase the number of subjects that will be studied. By increasing
the sample size, findings become more generalizable and take on more
significance to theorists and practicing managers.

Secondly, the study can be conducted at the international level,
to account for the impact of government regulations on firms' marketing
practices. Since the legal framework within which the Turkish Pharma-
ceutical Industry operates puts the same restrictions on both multina-
tional and Turkish companies, some practices and complaints were common
to both type of companies, making differentiation impossible.

A further study could be done which describes product pricing,
distribution, promotion, and the organization of the marketing function
through step-by-step questions that build up a complete picture. In
depth analyses of these variables would present more information about
the operations in the industry.

Another study would focus on more specific questions about the
multinationals. The multinationals studied for this research displayed
no differences 1in terms of experience, ownership, and type of involve-
ment in the international market. Questions related to théir entry and
development in the Turkish market could reveal notable implication.
Also, by including less direct types of international involvement dif-
ferences in practices would be generated. '

- A different study investigating the motives af the multina-
tionals for coming to Turkey and the type of initial market analyses
conducted would be helpful'in exploring the multinational companies.

Findings of the factor analysis indicate that in further studies
fewer number of effectiveness variables that summarize perceived impor-
tance could be studied deeply.
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- 4.2.4. Implications for the Academia

The increasing growth of business activity across national bor-
ders brought along with it many issue. Observing the activities of
multinationals, it would not be wrong to say that they have become a
part of the international system, and they will maintain their signifi-
cant role in the world economy.

Although they lead to much controversy, the generally accepted
fact is that the multinationals are definitely here to stay. In most
countries multinationals are regarded as means for achieving economic
development and welfare to the extent that the policies of multina-
nationals conform with the national policies and operations of local
business wunits. However differences in interests or approaches lead to
~ disputes between multinationals, host and home country business organi-
zations, and sometimes even their governments. Thus the problems related
to multinationals and their operations necessitate more explicit atten-
tion on the international dimension of business education.

Multinational corporations and international business in general
with their central foces on the set of management problems stemming from
the . movement of goods, human resources, technology, finance, or owner-
ship across national boundaires have a managerial orientation. With such
a wide perspective, the multinationals and their operations are an
essential topic of study by the academia. Significant findings of many
studies on multinationals have concluded that they adopt somewhat dif-
ferent approaches to certain issues than their domestic counterparts.
Such findings may cause international marketing to focus attention on
the activities of multinationals and their impacts.
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4.3. Contributions of the Study in Terms of Content and Methodology

In this concluding section, contributions of the study are dis-
cussed in terms of its content and the methodology used. This particular
study is the first one which differentiates between domestic and multina-
tuonal companies within the pharmaceutical industry in Turkey.

The study concludes that some differences with respect to mar-
keting effectiveness exist between Turkish and multinational pharma-
ceutical firms. Local and foreign companies can be differentiated by
their customer orientation, preparation of short and long term marketing
plans, firms' perception of competitive advantage and the established
marketing system.

These findings are obtained with a very small sample in an in-
dustry which operates under strict governmental laws. Thus it would be
useful to extend the study to other industries and identify differences.

In terms of the sample studied, companies with less direct in-
volvement, such as assembly type of production, would be a focus of in-
terest.

The research has contributions for the marketing managers, both
of domestic companies and of multinational corporations. Managers of
existing domestic companies would benefit from the results of the study
to assess their strengths and weaknesses in terms of marketing effecti-
veness. Multinationals' marketing managers could also identify their
position within the markets they operate. Furthermore, the results of
the study provide guidelines for marketing managers of companies consi-
dering entries to new markets, such as emphasizing the effectiveness
items that have been neglected by existing companies.

The study also has contributions for the academia. Further
studies on the topic of multinational corporations are very likely to
enlighten the problems and issues related to the multinationals.
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Appendix 1
LIST OF COMPANIES AND MANAGERS CONTACTED
- Sandoz Ila¢ Sanayi Ltd. Sti. Product and Promotion Manager
- Ciba-Geigy Ila¢ Sanayi A.S. Marketing Manager
- Bifa-Birlesik Alman ilag Chief of Market Research
Fab. T.A.S.1 Department/Public Relations
- Wyeth Laboratuvarlari Sales Manager
- Roche Miustahzarlari San. Ltd.Sti. Planning Manager
- Pfizer Ilaclari A.S. Credit Manager
- Tirk Hoechst San. ve Tic. A.S. Asst. General Manager of the
Pharmaceutical Division
- Eczacibasi ilag¢ San. ve Tic. A.S. Asst. General Manager of Marketing,
, Sales and Exports
- Fako ilaclari A.S. Chief of Planning and Research
- Deva Holding A.S. Marketing Manager
- Tek ila¢ Sanayi A.S. Assistant General Manager

- T.E.M.S. Tibbi Ecza Mistahzarlari General Manager
Sanayi ve Ticaret A.S.

- Embil Ila¢ San. Ltd. Sti. Sales Manager
- Mustafa Nevzat ilac San. A.S. Marketing Manager
- Ilsan Ila¢ ve Hammaddeleri Medical Director / Head of Board
San. A.S. of Directors
- Ilfar Ileri Kimya San. ve Tic. A.S. Manager of Production4and Marketing
- Ali Raif ve Seriki Adi Kom. Sti. Production Manager, Sales Manager /
Medical Director
- Dogu ilag Fab. A.S. : Marketing Manager
- Gripin Ilag¢ A.S. : Financial and Administrative
| Affairs Manager .
- Bilim Ilac San. ve Tic. A.S. Asst. Manager of Sales Promotion
- Union of Turkish Pharmaceutical Head of Medicals Department

Industry Employers

1/ A Consortium of four West German Companies : Bayer, Merck, Schering,
and Knoll.



5. Asapida siralanmis olan pazarlama etkinligini 8lgen faktdrlerin Snem derecesini ve firmanizda ne siklikta

uygulandipini belirtiniz,

~ Firma yénetiminin uzun ddnemde girket ig¢in biiylime ve kar
potansiyeli bulunan pazari belirleyip bu pazarin gereksinim
ve isteklerine cevap vermesi

- Firmanin pazarin depigik dilimleri igin depigik mamul ve
pazar planlari geligtirmesi

- Firmanin pazarlama sistemini imalatgi, dagitici, rakipler,
tiiketici, vs.'yl kapsayan bir biitiin olarak gdrmesi

'~ Satis ve diger pazarlama iglevlerinin etkili olarak biitiin-
lendirilmesi

- Pazarlama departmani ile aragtirma, iliretim, satinalma, fi-
ziksel dagitim ve finans ile ilgili departmanlarin etkili ig-
birligi iginde olmasi

-~ Pazarlama departmani ile aragtirma, lretim, satinalma, fi-
ziksel dagitim ve finans ile ilgili departmanlarin sorunlary
firmaya fayda saflayacak gekilde g&ziimlemesi

-~ Yeni mamul geligtirme ybntemleri

- Pazar/pazarlamn aragtivmalarinin yapylmasy

- Firma ySnetiminin satis potansiyeli, depigik pazar dilim-
lerinin karliligy, migteriler, bsigeler, mamuller, dafitim

kanallari ve sgipariig miktarlari konularinda bilgi kullanimi

~ Firmamin doktor, eczane ve hantanelere yaptifie tangtim
faaliyetleri

Cok O0ldukga Az Hig
Onemli Onemli Onemli 6nemsiz‘ Herz. Bazen

Higbir
Zaman
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Cok Oldukga Az
Onemli Onemli Onemli

Hig
Onemsiz

Herz.

Bazen

Higbir

- Gegitli pazarlama masraflarinin maliyet etkinlipinin arag-
tirilmas:

- Firma i¢i kullanim amaciyla detayli bir yillik pazarlama
plant ile birlikte her yil yeniden diizenlenen uzun vadeli
planlarin hazirlanmasi

- Firma ynetiminin pazarlama kaynaklarini yeterli ve etkili
olarak kullanmasi

- Firma yonetiminin geligmelere cabuk ve etkili olarak tepki
gésterebilmest

-~ Diger:

Zaman

€01
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9. Kararlar firma iginde hangi diizeyde alinmaktadir?

- Biyiik gogunlugu iist diizeyde alinir

- Politika {list diizeyde belirlenmekte, orta diizeyden gelen karzrlar tekrar
ist diizeyde degerlendirilmektedir

- Genig kapsamli politikalar iist diizeyde belirlenir, daha kesia olanlar

‘orta diizey tarafindan belirlenir

- Karar alma biitiinlegtirilmis bir sistem iginde genig ¢apta uvzulanir

10.Karar almada kullanilan bilgi ne derecede dogru ve yeterlidir:
- Genellikle yetersiz ve hatal:
- Bazen yetersiz ve hatal:
- Nispeten bulunabiliyor ve dogru oluyor

- Firma iginde etkili bilgi akigi nedeniyle tam ve dogru bilgl bulunuyor

11.Firmanizda karar almada sayisil ydntemlerden faydalaniliyor m::

Evet Hayir
evet ise
12.Karar almada kullanilan sayisal yontemleri ( 1: en ¢ok kullan:lan olarak)
siralayiniz.

Istatistik analizleri
Karar agaglara
Dogrusal programlama
Oyun teorisi

Diger

11T

13.Firmanizin toplam satiglarinda 1979-1983 yillari arasindaki 7 degigikligi
belirtiniz,

14 .Firmanizin karinda 1979-1983 yillari arasindaki 7% defigiklipi >elirtiniz.

15.Firmanizda mamul fiyat politikasinin nisil belirlendigini agiklayiniz.

16.Firmanizda daiitim sisteminin isleyigini agiklayiniz.



17.

18.

¢ ~19.

Firmanizda mamul. tanitim sisteminin igleyigini agiklayiniz.

Firmanizda toplam kag¢ kigi g¢aligmaktadir? tdari
Teknik
Toplam
Firmanizdaki yabanci personel sayisini belirtiniz. Idari
) Teknik
Toplam

Firma faaliyetlerinizde yol gBstermek amaciyla belirli araliklarla gegici
slireler ig¢in ana sirket tarafindan goénderilen yabanci personel oluyor mu?

\

Evet Hayir

Ana girket tarafindan gdnderilen bu gahislar 8zellikle hangi konu ile
ilgili olarak galigiyorlar?

tiretim

finans

pazarlama

teknik aragtirma
egitim

diger:

T

Ana girket tarafindan diizenlenen gecici siireli g¢alisma programlar:
firmanizda ne siklikta diizenlenmektedir?

Yilda 1 ke:z
Yilda 2 veya daha fazla

Diger

23.
24,

25.

26.

Kag vildir bu firmada g¢aligmaktasiniz?

Firmadaki iinvaniniz nedir?

Daha 3nce yabanci bir firmada g¢aligtiniz mi1? Kag yil?
Evet Hayair

Firmanizdaki pazarlama fonksiyonunun organizasvonunu agiklayiniz.
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