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ABSTRACT

This study was set out to establish the effect of marketing strategies on sales of
Peugeot Vehicles in Nigeria and also to evaluate the market and customer in
order to position the product alongside the derived most viable market
segment(s) from the study.

The study consisted on one hand the application of primary data through
personal interviews and use of questionnaires on the other hand, use of
secondary data from company reports, related literatures, library journals and
soon.

It was revealed that the existing strategies of Peugeot Automobile Nigeria
Limited (PAN) had often been tied around the product (the marketing strategies
employed had been more of product strategies) this perhaps is because the
original designs are from France and product modification to meet Nigeria
market had to be emphasised. Other constraints include economic factors such
as foreign exchange; (unstable value of the Naira to the Dollar) which was
required to procure over 60% of the input components and low family income.
Distribution was through accredited dealers, direct sales and staff sales. The
market shifted from consumer to industrial buyer, production dropped to about
ten percent installed capacity, competition waxed stronger with increased
importation of new fully built up (FBI)) cars. However if the right strategies are
put in place, Peugeot cars being the most widely distributed and most
acceptable by Nigerians, PAN stands a good chance for market expansion,

increased market share and to maintain market leadership position.
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CHAPTER 1

INTORDUCTION

The idea of marketing in itself and the adoption of marketing concept call for an
extrovert approach to business. Expressed more specifically, it suggests a
customer orientation for a company i.e having detailed understanding of the
needs, wants and behaviour of the customers and the integration of all
corporate activities in the market place, are the key to more profitable sales.
This also implies that profitability of a company’s operation can be more
effectively improved if top management concentrates a higher proportion of its
efforts in overseeing the marketing activities rather than other functional areas
like production, finance, personnel, etc. However, customer orientation of the
business does not mean that the firm should fragment its activities across a
whole range of widely distributed customers. The range of possible customers
needs to be broken down into groups whose members have similar buying
characteristics. A firm can then select one or a number of these groups for
which appropriate products, service and communication methods are
developed.

The marketing strategies employed by each company depend on its marketing
objectives. Peugeot cars have gained much popularity in the Nigerian market
environment, in the past to recent times, such that in every ten cars six will be

Peugeot, there is also a degree of customer loyalty.



1.1 DEFINITIONS
1.1.i. Marketing '
Marketing has been defined in several ways one of which is that marketing is “a
social and managerial process by which individuals and groups obtain what
they need and want through creating and exchanging products and value with

others”, in other words marketing must be profitable or rewarding to both parties

involved.

Marketing is the process of identifying needs and satisfying these needs with
suitable goods and services through product design, distribution and promotion
either as a business or a non-profit marketing organisation. The term marketing

has no universal accepted definition.

1.1. ii. Strategy
Derived from Greek word strategos . meaning general in the military

profession, it means planning steps to achieve set objectives.

Glueck and Jauch  (1984) explained it further as “a unified comprehensive and
integral plan that relates the strategic advantages of the firm to the challenges
of the environment and that is designed to ensure that the basic objectives of

the enterprise are achieved” through proper execution by the organisation.

Sheikh Abdullahi * stated that “strategy is the combination of policy direction
and attitude of an organisation that favourably distinguishes it from competitors

2 .
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and generally stimulates a cohesive drive towards success through the speed

which the management does the obvious.

1.1.iii. Strategic Planning

It could be summarized as a plan of future action through which a strategic
business unit as a division of a large company forms its own business
strategies, strategic planning is therefore planning the future work of a

company.

1.1.iv. Marketing Strategy

According to Kotler °, it is the marketing logic by which the business unit hopes
to achieve its marketing objectives. It further stressed that marketing strategies
consist of specific strategies for target markets, marketing mix and marketing
expenditure level.

1.1.v. Price
Money which has to be paid to buy something. That amount which the buyer
gives up in exchange for something that provides satisfaction. However in non

business transactions it may need other forms of value rather than money.

1.1.vi. Competition
Trying to do better than another supplier of goods or services or to win over

some of its customers.



1.1.vii. Marketing Mix

The combination of activities involving Products, Price, Place and Promotion
that a firm under takes, in order to provide satisfaction to consumers in a given
market. All the elements of the marketing mix reinforce each other to create an

overall effect.

1.1.viii. Product

— A Product is a bundle of benefits offered to satisfy needs. It can be regarded
as a solution to a problem that confronts a customer.

It is also a combination of functional and psychological features that provide

form utility, it may include goods, services, ideas, people and places.

1.1.ix. Place (Distribution)

The process of making sure that a product is available when and where it is
desired. Distribution provides time and place utility. It also involves the decision

on how much inventory to hold, how to transport goods and where to locate

warehouses.

1.1.x. Promotion
A broad term that refers to the entire field of sales communication and including

advertising, personal selling, sales promotion and public relations.



The marketing management exchange equation®; the four P’s
Product

/ Place

» Promotion

Price (N) <

1.1.xi. Target Market

The process of developing and implementing a unique marketing mix aimed at
a particular segment. In developing a marketing mix, it is necessary to choose
which segment to appeal to and apply the most appropriate combination of the

four P’'s. It is however essential that each target market is more or less

homogenous in its ways and needs.



1.2. Statement of blem

it will be in the right place to say gone are the days when automobile market
was the sellers market, then any model introduced to the market would diffuse
to fast that customers would still be demanding for more. Nowadays this is far
from the case. The usual customer who used to be drawn from salary earners,
generally referred to as civil servants, with commensurate earning power is no
more able to purchase same car. He is now crying hard for an affordable car to
emerge, notwithstanding the huge investment already entered into by the share
holders of the existing automobile plants, in the case of P A N; Nigeria and
France. Is the company making sales?. How was it able to survive inspite of the

economic turmoil of the period?

1.3. Hypothesis

I, There is a relationship between eaming power and the sales volume of
Peugeot vehicles.

ii. There is a relationship between price and sales volume of the products
regardless of the total production volume.

iii. Also, there is a relationship between the price and the target market.

v. Furthermore there is a relationship between sales and production

volume.



1.4 Objectives of the Study
The study is aimed at;

Vi

Understanding the marketing strategies employed by automobile
industries in Nigeria, and P A N in particular.

To ascertain the need to incorporate appropriate marketing strategies
into marketing planning.

Determining the correlation of marketing objectives of PAN with the
marketing strategies employed.

To appraise effectiveness or otherwise of the various marketing
strategies employed by PAN in relation to the marketing climate and the
Nigerian environment.

Appreciating the company's market position in order to recommend
improvements as deemed fit.

To educate the inadequacies inherent in the present practice and make

viable suggestions for better result.

1.5. Scope of the Study
Indeed the study is pertintent to the entire automobile industry in the country

however, due to the disperse nature and proximity of the locations of the

various factories, the study was conducted only of Peugeot Automobile Nigeria

Limited, Kaduna, covering a period of four years and based on the assumption

that it is an adequate representative of the entire industry.



1.6. Significance of the study

1.6.i. To The Organisation P AN

The significance is in the dimension of accessing where the company is in
relation to where it is supposed to be. It is hoped that P A N will benefit from the
discussions and suggestions to arrive at where it is supposed to be in the

automobile market place.

1.6.ii. To Automobile Industry

The auto market of the industry has been shrinking due to mass importation of
second-hand cars. It is hoped that this study will enlighten the industry on the
best competitive marketing strategies most suitable to their market for

sustainable growth.

1.6.iii. To the Researcher

The researcher might have fulfilled a requirement for a course of study in
addition, it will enable a better understanding of the application of strategies

under various challenges, towards better effectiveness.

1.6.iv. To The Student

Going through the study digestively, the student is expected to be enlightened
of the aspect of strategic marketing as applicable not only to automobile

marketing but to marketing of products and services as a whole.



1.6.v. To The Economy At Large

As supply is directly related to demand (economic law of supply and demand) it
is expected that if the marketing strategies are focused on consumers needs
and wants, that is consumerism or consumer orientation, then the company
would realise increased sales volume, higher profits and further business

growth.

1.7. Limitations Of The Study
1.7.1. The study could not be carried out in all automobile firms in Nigeria due
to time and financial constraints as well as travel risks. Automaobile firms

are widely spread through the length and breath of the nation.

1.7.1i. Also it was not possible to reach all the accredited distributors of Peugeot
vehicles, because they were widely dispersed across the country,

therefore only distributors within Kaduna metropolis were studied.

1.8 Delimitation

The study was not intended to determine the understanding of strategic
management in automaobile industry, but to identify the key marketing strategies
and their effectiveness. Also it was not intended to appraise the overall

corporate performance.

1.9. Methodology
I Survey method

ii. Collection of primary and secondary data.
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CHAPTER 2

LITERATURE REVIEW

2.1. Marketing '

According to historical development marketing was invented in Japan
around 1650 by the first member of the Mitsuf family to settle in Tokyo as
a merchant and to open what might be called the first departmental store.
It seemed also that marketing appeared around the 19" century at the
International Harvester Company between 1809 to 1884. The precise
period that the concept of marketing was first conceived can not be
determined. Some people argue that marketing is one of the oldest
profession, while others are of the opinion that marketing began when
mankind first engaged in barter trading, little or no exchange tock place
as societies and families were self sufficient in all their basic needs, as
such there was no marketing during that period. As societies began to
grow, the ideas of economic exchanges began to improve and hence the

need for division of labour and specialisation.

« vl ey 1 RN, TR Y

satisfying customer needs and desires in the most profitable manner.
in his wealth of nations noted that;
urpose of all productions, and the

nded to, only so far as it

Adam Smith’
«Consumption is the sole end p

interest of the producer ought to be atte
necessary for promoting that of the consumer” .
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The maxim is so perfectly self-evident that it would be absurd to
attempt to prove it. But in the mercantile system, the interest of the
consumer is almost constantly sacrificed to that of the producer and
it seems to consider production and not consumption as the
ultimate and end object of all industry and commerce.
For instance, the disappearance of economic, social, political and
technological conditions, which make possible an easy sellers market has
brought about in many companies a complete re-orientation of business
philosophies. There is gradual adoption of marketing concept, which
starts with the consumer.
Michael Baker*, in his 1979 edition of marketing, proposed that
“If economies are comprised of people and we are endeavouring to
allocate scarce resources in order o maximize satisfaction, then it
is satisfaction of people at which we are aiming, being so it is
important we determine first what people want and then allocate

resources accordingly. In other words we must determine the

nature and strength of demand and create supply of goods and

service to satisfy these demands.” |

iti “ ina is the performance of
According to committee’ on definitions, Marketing is the pe

i ducer o
business activities that direct goods and services from the proQu

give a lot of room doubt?
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It includes all activities not directly connected with producing the product,
such as storage, grading, selling and all the efforts of wholesalers and
retailers. Since this view caught off the aspect of design and production
from the marketing function it is insufficient in its treatment. Another view
to consider is;

(a) Delivery of standard of Living:

Paul Mazur put forward that “Marketing is simply the delivery of standard
of living to society.” A school of thought regarded it as a more modern day
concept, but it agreed that, it failed to clarify the nature of the activities
included in marketing. Simply as it may sound it does not reflect the
dictate of the need and desire of the society on instance, one needs to
stretch the imagination a little bit before everything comes into marketing

sphere of operations.

On the other hand Busbirk® believed that the definition is consumer
oriented, that is, siresses marketing's major function of satisfying
society’'s desire for material goods and services also that product
planning falls within this definition because a vital factor in delivering to
society its desired standard of living is the interpretation of what products
and product features it demands. In essence, this definition makes the

entire firm a marketing organisation,
13 .



since its every action should be directed towards satisfying some desire

of society. Lastly a look at the third view;

Generation of Revenue:

This took the approach to revenue generation from the viewpoint of the
firm and states that" It is marketing responsibility to generate revenue at
a cost which will allow a reasonable profit to be realised from operations'.
Thus any activity connected with obtaining income is a marketing action.
It is worthy of note that these income must be obtained at a reasonable
cost. If the marketing man spends too much money on advertising,
personal selling or the product a loss will be incurred. It is therefore not
sufficient to generate revenue but to do so at a reasonable cost. A
marketing manager is therefore visualised as one who enters into the
market place and actually buys earnings with the money he spends for
his products, salesmen, advertising, etc. he must rightly bargain with the
public for these earnings to keep his business afloat. An effective flow of
goods and services to desiring customers to generate profitable
performance as satisfaction to the customers and tangible benefits to the

organisation can be termed "Marketing".

14



2.2. Strategy’

Saso Bob Osaze in his book; stated that “for a policy to be meaningful there
must be some operational strategies that will translate it into courses of action.
Strategies are therefore means of operationalising a policy and for achieving
some predetermined objectives. According to Anao (1979) Strategies are
schemes, methods and manoeuvers which management hopes to deploy in
order to move the organisation from its present position to arive at a
predetermined position by the end of a specified period, recognising that during
the intervening period a host of changes are going to take place in the

environment.

Thomas (1977) Sees strategies as “ the determination of basic long range goals
and objectives and the adoption of courses of action with allocation of
necessary resources.” In short, strategy can be summed up to be operational
tools supported with necessary resources to move the organisation from its
present position to it predetermined goal called the future position while
recognising the various environmental constraints. Thus strategies are used in
combination with tactics to deal with the opportunities and treats that exist in the

environment.

2.3. Marketing Strategy®

Since marketing is a function in an organisation, marketing strategy is thus a
functional strategy and is therefore the means, methods and schemes designed
by the organisation for operationalising its policies and pursuing its marketing
objectives.

15 -



These strategies must be developed in a cost effective and objective effective
manner. These strategies should also be within the resources and capabilities
of the crganisation. They should be flexible to accommodate changes occurring
in the environment. All strategies must be clearly defined, encompassing their
cost benefit implications for achieving the objectives for which they are

developed, within a set goal.

As a guide, Unkelovarich® submitted that strategy is a systematic approach that
permits the marketing planner to pick the strategically most important
segmentation and then to design brands, products, packages, communication
and marketing strategies around them. It informedly simplifies the setting of
objectives.

According to Jerome™ (1978) “top management myopia may straight jacket
marketing. Assuming that it is the marketing manager’s job to work within the
framework of objectives provided by the top executives. But some of these
objectives may restrict marketing strategies, perhaps to the detriment of the
entire business.” It is desirable therefore for marketing manager to participate in
shaping the company’s objectives.

In summary, marketing strategy is the strategy or plan for marketing activities,
such statements as (i) what marketing strategies should be adopted to reach
these long term objectives?, {ii) The marketing strategy was one of expansion
through diversification and market development, show that there is a beginning
i.e. planning process as well as an end, & period of assessment and score to
each strategy to determine its effectiveness and take further decision to amend
or maintain it.
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2.4. Strategic Market Planning

The strategic planning process starts with the setting of objectives for the
organisation as a whole and continues with the development of marketing goals
that reflect these objectives. Strategic market planning is the managerial
process of developing and implementing a match between market opportunities
(unsatisfied

wants and needs) and the resources of the firm.

The strategic planning process provides specific steps, a means of coping with
new problems before they even arrive.

The strategic planner conducts the situation analysis, beginning with an indepth
look at the environmental trends that will affect the organisation.

For businesses to survive in a market, environmental factors have to be
monitored more closely than before and to forecast trends in these factors more
accurately. The strategic planner will be looking through the strategic window,
greater attention should be given to analysing the firm's strength and
weaknesses and finding the best way to utilise its distinctive resources and
capabilities. Since business environment can change rapidly, firms must realise
that opportunities are opened to them for only a short period and must be
seized upon quickly whereby they concentrate on developing optional strategies
that help in achieving the goals of the firm. The two steps: external and internal
analyses are the comerstones of strategic market planning, they provide
information base from which the rest of the process follows. The situation
analysis may also lead to adjustments in appropriate corporate or marketing
objectives.

17 -



To arrive at the strategies to be empioyed therefore, several elements have to
be considered. This consideration thus starts from the market planning, a
stepwise approach which looks critically at the following: the firm itself, the
availlable markets, the target market, the market environment, competition, the

right marketing mix and other consequential factors.

The designed schemes and manoeuvers to wager the company through the
turmoil and environmental storms of its market are very critical to its success

inspite of competition.

The planner generates alternative plans or strategic options. He chooses the
best option or set of options that best suit each market opportunity with the
strength of the organisation. From general corporate objectives arrive more
specific marketing goals. These goals may focus on overall sales increases by
product class, by geographic region or by some other customer grouping.
Recent studies have also shown that increases in the market share generally
lead to higher profits, i.e. market share improvement translates into higher sales
volume and higher volume means lower production costs, hence higher profits.
So marketing goals are often expressed in terms of improvement in the market
share, or the percentage of the total market served by the company. Market
share is the chief measure of how well an organisation is doing relative to
competitors. However, goals must be consistent, it is not feasible for example to

attempt to maximise sales and cut costs at the same time.
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Table 2-1 The Basic Marketing Mix Decision Area

Decision Components Definition
Areg
Product The product The set of tangible attributes of the good,
Service, person or idea that is being exchanged.
Brand name Words, tetter, andfor numbers that may be spoken.
Packaging The activiies that involve the designing and producing the
container or wrapper for a product.
Service Activities, benefits or satisfactions that are offered or are with
the connection with the sale of the goeds.
Warranty A manufacturers promise that product is fit for the purpose
for which it is intended.
Post-exchange Activities, such as wamanty service, that
Service ensure customer satisfaction.
Place Channets of The route taken by the tite to a product as it
(distribution) distribution maoves from the producer to the final consumer
Physical distribution The physical movement of goods from the point of production
to the point of consumyption.
Price Pricing Activities concerned with setting the price of a Product.
Promotion Advertising Non persohal communication that is paid for
by an identified marketer to promate a product or service.
Personal Selling Person to persen communication between a

Public relations

Sales promotion

marketer and members of the market.
Any communication created primarily to build prastige or
goodwill for an individuat or an organisation.

Promotion activities cther than advertising, personal selling
and publicity thet stimulate consumer purchase and dealer
effectiveness

19 -




Figure 2-1 The Strategic market planing process
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24i Strategic Options

A strategy provides some guidelines for competitive warfare that will direct the
activities of the organisation.

It specifies a series of maneuvers designed to obtain a particular result. It is a

blueprint for action.

Strategic options available to firms are quite enormous, however the cutcome of
the situation analysis and the planned goal will guide the choice of strategies to
adopt. Among the choices are;

Generic Strategy — under which we find;

Low Cost Strategy:- A company that uses this definitely has access to the most
modern production processes or low cost supply sources or usually high sales

volume which also lead to more efficient production.

Differentiation Strategy'":- this emphases a company's unique features, “As the
price of automobile has risen to unheard of heights, owners have fiocked into
garages and service centers to extent the life of their cars by the less costly
alternatives represented by repair and part replacement, commonly referred o
as maintenance culture. At the same time companies with unique features
which include brand prestige (Mercedes Benz) ruggedness (Peugeot), durability
(Michelin), advance technology (3M). Companies that are able to differentiate
themselves from their competitors, through such features can gain a sirategic

advantage, in market share.
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Focus Strategy :- here the company resfricts itself to a small group of buyers.

Specific Strategies — applicable here are ;

Market ieader Strateqy:-

Here one firm has a domineering market share of specific market. Market
leaders can take a defensive posture and protect their market share or take a
more aggressive approach aimed at either increasing their total market or their
relative market share. Some market leaders attempt to improve position by
expanding their total market. The strategy can be to get new user or to promote
new use for a product.

Another strategy is to seek greater usage of the product.

Defensive Strategy:-

This can be used to protect market share or aggressive strategy approach

either at increasing the total market share or relative market share,

Flanking Strategy:- Each of the competitors product is flanked by two or more of
the firm’s brands.

Finally market leaders can attempt to take markel share away from competitors.
This strategy can become more expensive as an organisation’s market share
increases since more money and effort must be spent to pull held out
customers away from other brands. Other ways by which market leaders have
attempted to compete for market share are by offering a product innovation,

targeting new market segments and by means of clever promotional efforts.



Chal trat
Direct Attack Strateqy:-
Challengers are those firms that want to take market share away from the

leaders, they can take on the leader in a direct attack. Example of this is Pepsi

cola and Coca Cola.

Backdoor Strategy :- The challenger takes on another challenger of similar size.
Thus in establishing a beachhead in the United States, Japanese automobile
manufacturers focussed not on large luxurious gas guzzlers but rather on small
fuel efficient models that would satisfy previously unserved segments of the

American automaobile market.

Guppy Strategy:- Here a challenger pursues smaller firms by buying up smaller

regional competitors, thereby gaining market share.

Follower Strategy;
Me too:- The firm just follows the leader, this is applicable when the product is

standardised (e.g. starch, cooking oils, waxed textile prints).

Nichers Strategy'";

Nichers avoid direct clashes with larger competitors.

Focus Strategy: - The firm finds a match between their distinctive competencies
and the requirement of a specific market.

End use'’- Some ways in which market nichers have chosen to specialise
include end use, recently auto makers from South Korea, Japan, France and
Germany have rushed into the American market, Nigerian market is not spared
either, with small frill cars, in an attempt to fill the void left by Volkswagen
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homely Beetle, the income level in a market can help richers to determine

probable fevel of car ownership.

“In"*the good old days, marketers of blue jeans advertised to the broad market
because Jeans was the uniform, but times have changed and peoples’
behaviours have changed, now nicher's strategies are making more sense.
Other strategies applied by nichers include customers group, specialty product,
quality, service and price.

Why adopt or modify strategy?

Many reasons can be aftached for existing or a proposed strategy, which can

be any of the following

2.4.ii. Market Share

A marketer is always interested in what percentage of the market his
organisation is serving and therefore will focus on improvement in market share.
Market share is the chief measure of how an organisation is doing relative to its
competitors.

Since the firm usually has many goals, (lets assume market share is one of
them) those goals are usually given some kind of priority ranking. Clearly, some
goals are more important than others. Also, some goals follow logically from
other goals. To the extent possible, goals should be measurable so that
management can monitor progress and must be achievable; unrealistic goals
serve no purpose but to frustrate management. Alfred' (1969) stressed that

“Study of market shares can be most effective aid to management diagnosis,
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but only when properly evaluated and disoilminately applied.”
Management employs market shares

- to appraise performance

- to express market target

- to assist in forecasting sales.

2.4 iii. The Situation Analysis

In situation analysis planners analyse information about the firm’'s environment,
especially its customers and competitors. This environmental scanning involves
looking at the present state of the environment and forecasting trends in its
various aspects. Planners also look inwards and analyse their organisation’s
strengths and weaknesses. Not only tangible, observable resources, but also
intangible resources, such as skills of personnel and the company’s image are
stressed. The focus then shifts to matching the opportunities that exist in the

environment with the strengths of the organisation.
Figure 2-2 The many environments of marketing
\‘ /

<+—— technology

political/legal

Competition |

Economy

T

Natural environment
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2.4 iv Marketing Warfare

In the 1980s an array of economic factors, including intense international
competition, rapid technological changs, low or no growth in many markets and
deregulation have altered the nature of competition. As the chairman of
Wendy's international inc. told Business Week, "The main thrust today is taking
business away from the competition, and that fact, more than any other, is
modifying our business.” This conditions have had the effect of making
marketing largely a matter of trying to beat the competition; be it or nat, it has
generated greater challenges among firms, that is, marketing has become a
form of warfare.

The marketing strategies and marketing warfare form two parallels, figure 2-3
and 24 méke these parallels more explicit. They present attack and defence
strategies in terms of focus, tactics and intended outcome, Military principles
and maneuvers certainly are not the entire answer to strategic competition. Yet
they do offer some insight into how an organisation might ‘invade” a
competitor's termritory or effectively “do battle” using propaganda (advertising}
and intetligence gathering techniques (marketing research), all for the purpose

of gaining a larger share of the market and increasing its profits.



Figure 2 - 3 Attack Strategies

(4) Bypass attack

(2} Flanking attack

i (5)Guerrilla
/ attack
Attacker /

Defender

(1) Frontal attack

(3) Encirclement attack
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Table 2.2 Attack Strategies.




Table 2.3 Defence Strategies.




Table 2-4

Strategy Assessment
Company Strategy Assessment
General Motors Gain Market share by outspending | Failed as import

U.S. competitors in the race or | market share

offer more fuel efficient, downsized | grew, modified

cars. strategy to
pursue
diversification.
2.4 v. Assessing Strategic Market Planning

The strategic market planning cannot be faulted for its logic. Following that
process should allow companies to grow in the face of unprecedented
environment problems. The recent commitment of large corporations to
strategic planning has been used on the assumption that spending the time and
energy to develop ways to cope with changes in the external environment would
improve their effectiveness. Yet some cracks have appeared in strategic

planning.

For one thing, the portfolio approach forces a company to place real emphasis
on market share. As a result, many companies fell into the trap of spending too
much time planning portfolios while paying too little attention to the day to day

business of problematic SBUs into sound strong ones. Often planning and
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operating positions have to be combined, thus “at General Motors in America,
planning has become the responsibility of all managers, while at Avon Products
those who succeed in thinking strategically and executing strategically are the

people who are going to move ahead.’

2.5. The Marketing Environment

To add to the woes of the marketer, often these environmental forces are totally
unpredictable. Consider this example: when the hit comedy movie Beverly Hills
Cop was being filmed, one of the producers, an alumnus of Samuel C. Mumford
High School in Northwest Detroit, suggested that the star, Eddie Murphy, wear
a faded T-shirt with the legend Mumford physical education department In the
movie, murphy, who played a detfroit policeman, wore the T-shirt in many
glamorous Beverly Hills locales.

The movie was the smash hit of the 1984 Christmas season, promoting
Murphy's fans to besiege the Detroit high school with requests for its T-shirts.
Mumford began selling 100 shirts a day, making $4 on each shirt. The high
school used the funds to buy computers and improve its building. “The way
things are going, we won't have another fund raiser car wash, or candy sale for

the rest of the year” said the assistant principal.

Not all promotional events have such a positive outcome. Example is the first
Tylenol poisoning incident, which resulted in the deaths of seven in Chicago
area in September of the 1982. Some still unknown persons place cyanide in

Tylenol capsules. This clearly was not the fault of Johnson & Johnson, the
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marketer of Tylenol. In fact, the American Federal Drug Administration cleared J

& J of any wrongdoing. Yet the impact of this totally uncontroliable and

unforeseeable disaster on J & J was devastating.

The brand was immediately recalled from the market, and it was not until the
following January that triple-sealed tamper resistant package allowed Tylenol to
return to drugstore shelves. The cost to J & J in lost profits was estimated at
$50 million. Moreover, the company had to develop an entirely new marketing
campaign to reestablish trust in the Tylenol brand. And as if that weren't
enough, in 1986 there was another poisoning, forcing another defensive
communication and ultimately, the elimination of capsules as a technique for
packaging medicine.

2.5.i. Opportunity and Threats

The environment is made up of all the forces external to the organisation that
influence the marketer's ability to plan and implement ways of satisfying its
target market. Some environmental forces create opportunities; others
constitute threats. Opportunities arise when environmental change results in an
unsatisfied want or need.

Essentially, a threat is an unfavorable trend or situation that would result in
reduced success if no forceful action were taken by the organisation.

The same external forces affect different marketers in different ways. Each is
confronted with a unique set of opportunities and threats. And often there is only

a limited period of time during which the organisation’s distinctive competencies
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match the opportunities provided by the environment. Marketers must be able to
set and execute an appropriate strategy on short notice so that opportunities
are not missed or the impact of the threats is minimized or averted. As an
example, when word of the Tylenol poisoning cases first rez;ched Johnson &
Johnson, the company completely stopped advertising, withdrew ail Tylenol
capsules from the market, and told consumers about the situation through
interviews in the mass media. Within two months, the company has begun an

aggressive drive to revive the brand.

Strategic planners and marketing managers cannot ignore these key forces in
their daily decisions. The forces in the environment have been referred to as
“uncontrollable”. By this we mean that marketers and planners cannot
manipulate them to their own advantage. General Motors could not stop the
energy crisis of 1973. Changes in birthrates affect companies like Procter &
Gamble, with its disposable diapers, and Gerber Products Co., with its baby
products and into insurance, printing, and meais for single diners. Its familiar
motto “Babies are our only business® was changed to “Babies are our business
— and have been for 50 years’. In short, no one fim can control change in
environmental forces. |

- 413754

2.5.ii. Environmental Scanning
Effective organisations are constantly monitoring their environment an activity
known as environmental scanning. Many companies have set up producers for

collecting information about such externatl areas availability, recent and pending
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legislation, patents applied for, competitors "actions, and other issues that might
affect their future. For example, “Levis Stratus conducts environmental scanning
at the international, domestic, and industry levels. It regularly gathers data on
fashion trends in European markets as well as on tariff and imports policy. “Key
intemational economic factors are tracked, such as world gross national
product, world inflation, and share of domestic market compared to share of
foreign markets. It is equally important to forecast changes in environmental
conditions. Correctly anticipating the future can make the difference between
disaster and appropriate, sometimes astoundingly profitable, action.

It is important to stress marketing focus on the market to be served. Without a
firm grasp of the market's wants and needs, the organisation has little reasons
for existence. It fits in then, that we begin our environmental analysis by looking
at the market, that is, at the firm’s social environment, legal/political, natural
environment, available technology, economy and competition as shown in figure
21.

2.6. Nature of Competition

Competition forms a critical outlook in a firms bid to explore a market and it
indicates the degree of freedom available to marketers in making their

decisions.

2.6.i. Perfect Competition

The idea of perfect competition is based on four key assumptions. The first is

that there are many buyers and sellers in the industry — so many, in fact, that no
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one firm can influence the price of the product. Thus firms in a perfectly
competitive industry are “Price takers”. This characteristics of a perfectly
competitive industry is also due in part to the next two assumptions:
homogeneous products and perfect market information. It is assumed that the
products of firms in a perfectly competitive industry are homogeneous, meaning
that there is no difference between what one firm produces and what all the
other firms in the industry produce. Thus, if one firm raises its price above the
prevailing market price, its sales will drop to zero. Obviously, people will not pay
more to one firm if they can get the same product at lower price from other firm.

The next assumption is that there is perfect information within the industry.
Competitors know what price other firms are charging, and consumers know
what the market price of the product is. (In the real worid, this assumption is that
there is easy entry and exit from the industry. Thus barriers to entry, such as
production start — up cost and govemnment regulation, are minimal. Few real

world industries satisfy all of these assumptions.

2.6.ii. Monopoly

Monopoly is the exact opposite of the perfect competition. In a monopoly, there
is only one seller of a particular product. Thus a monopoly may set any price it
chooses as long as it is above its operating costs and below the highest price
that people will pay for the product. That price can be quite high, since in a
monopoly there are few if any susbstitutes for the firms product. And

monopolies naturally tend to charge higher, more profitable prices.



Entry into a monopolized industry is restricted, either by economic forces (in the
case of so-called “natural monopolies”) or by government regulation. In addition,
a monopoly is assumed to have perfect inforrmation about the market in which it
operates, however, the formation and existence of monopolies can be limited by
a body of legislation.

2 6.iii. Oligopoly

An Oligopoly is characterized by the presence of few firms that account for a
large percentage of the industry’'s sales. There are so few that each must
consider the possible reaction of its rivals when it makes a change in its product
in its product or its price. Since each seller markets the same or similar
products. And if one seller lowers its price, all of its competitors will lower theirs
as well.

There are often considerable barriers to entry into an oligopoly. The capital
needed to enter the business may be substantial, and established firms may
enjoy cost advantage due to mass production and specialization. Many of our
most important industries are oligopolistic, notably the automobile, airline and
metal product industries. Oligopolistic industries are particularly prone to price

wars.

2.6.iv. Monopolistic Competition

Monopolistic competition is a hybrid of monopoly and perfect competition.
Although there are many buyers and sellers in the industry, different firms
produce different products, thereby providing different degrees of satisfaction.

Las,
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For this, sellers can often charge a higher price for their products and buyers
may often become brand loyal. Product differentiation may result from actual
differences in the product, from differences in the image created by advertising,
or from the unique-to-one firm convenience of having the item available at a
certain place at a certain time.

Information flow is imperfect, and there are some barriers to entry and exit from
the industry, examples of products supplied by monopolistically competitive
industries include specialized automabiles, laundry detergents, restaurants, and
television sets.

Companies in monopolistically competitive industries can use a variety of
methods to differentiate their rather basic products. Competition also comes in
many forms. Basically, any altemative satisfier of a want or need is competition.
Take jogging shoes, for example. The need felt by most of the 20 million
joggers in the United States is the need for exercise. Thus Nike, the industry
leader, must consider bicycles, weights, aerobic dance classes, yoga, exercise
salons, and other exercise alternatives as competitors: leather shoes versus
nylon fabrics shoes, waffle trainers versus flat-soled shoes, and so on. And
within each of these forms there are brand competitors: Nike, Adidas, Brooks,
New Balance, Pony, Tiger. In Nigeria auto-market there are Peugeot,
Volkwagens, Toyota, Hyundai, Daewoo, Honda, Datsun among others.
Marketers must know the number and size of their competitors as well as the
tools they are using to compete. Many new entrants to a market attempt to gain
inroads by offering their products at low prices, sometimes even at a loss.

Companies also compste by providing the cost advantage of mass production.
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Large volume has led to low costs through more efficient production. Still other

complete by lowering their cost in absolute terms.

2.7. Application Effectiveness

The chosen strategy need be evaluated prior and during implementation in
order not to repeat failures that could be greater than already experienced, the
strategy therefore need to be broken down into detailed operational plans in
order to determine how well the organisation is performing periodically, there
must be clear cut measurable objectives against which results can be
measured. The periodic review of results against objectives, policies and
strategies will reveal deviations from plans and direct if need be any corrective
action that needs to be taken to bring the programme back on track. The
effectiveness evaluation will reveal whether the strategies are inadequate for
dealing with the established objectives and demands of the environment, an
effectiveness evaluation like this should be aimed at better performance in the
future, a periodic evaluation of strategies lead to constant modification in the
interest of the overall corporate goal.

According to Bob Osaze’. An evaluation shouid answer the following questions;
a) Is the chosen strategy likely to work?

b) If so, will it work better than others?

c) Is the chosen strategy working in terms of the results expected?

d) Has the chosen strategy worked? If not, what went wrong?

e) Can changes be made new to put the plan back to track?

f) Should we modify, change our strategies in the light of new information?
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Or should we maintain the current strategy because we believe it will

work in the long run?

Are we achieving our desired production level?

a) Are our cost within controi?

h) Is the market reacting positively to the product, service, price and
promotional efforts?

i) What do the profit figures look like so far? Are they within expectations?
Or too ambitious?

)] What is the impression of investment analysis regarding our performance
so far?

k) Are our results so far within the framework of the budget?

2.8 Barriers to Effectiveness

Strategies are derived from objective and there are set plans for implementing
the strategies — these plans are bound to be ineffective, if they have no
consideration for the people who are supposed to implement them. So long as
they perceive the plan as not assisting. More so, there are those within the
organisation that once they perceive the plan as not assisting in the direction of
achieving their own interest as well, they lose interest in it. Such people will
need support and facilitation in achieving their own objectives while working
towards the overall goal of the organisation through the plan. Hence plans must
not justify organisation goals alone but also serve and be seen to serve the

needs of the individuals who will be responsible for implementing them.
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Inadequate information and ineffective communication can lead to
misunderstanding of the motive, abjectives and intention of a strategic plan.
Many plans fail more also because of improper execution. Adequate
information provision and effective communication will arrest these problems to

a large extent.

2.9 Peculiarities in the Automobile Market

PAN employs many products and promotional strategies in a bid to create great
demand for its products in the market place.

The company markets it's products through distributors located in different parts
of the country and export to some of the ECOWAS countries.

All products can be identified under same brand name “Peugeot’ with the “Lion”
Logo in addition to the 3 digit figure with “0” in between two other digits i.e 504,
505, 205, the product is priced according to the total cost of the imported
completely knocked down (CKD) parts the local content imput the overheads
and a comfortable marging which follows reasonable discounts for its

distributors.



2.10. Conclusion

The modern marketing management concept has brought with it the idea that
sales volume alone is not a sound business objective, If only mandate given the
sales manager was to go forth sell goods: he was given a few instructions
concerning profit meaning that management assumed that profit was made
through astute production rather than through shrewd marketing. It has been
realised in recent times that sales alone is not the objective rather, it is
profitable volume. Furthermore, today's marketing is customer ariented and

takes its directions from the mandate of the markets.
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CHAPTER 3

THE COMPANY: PEUGEOT AUTOMOBILE NIGERIA LIMITED (PAN)

3.1 History and brief introduction

1972: The federal government of Nigeria in pursuit of industrialization policy
and in solving transportation problem in the country signed an agreement with
Automobile Peugeot France to establish vehicle assembly plant in Nigeria.

Prior to this, SCOA was the sole importer and marketer of Peugeot brand of
vehicles in Nigeria.

The actual origin of the so called Peugeot vehicle was dated back to 1819 when
the first gasoline engine was produced, preceding which were several
incidences of growth starting from Mr. Jean Pierre Peugeot, the Peugeot root
setting up a family weaving business and fulfilling a new need identified through
series of product and market research regularly carried out by the company.

The advent of austerity measure in 1983, structural adjustment program (SAP)
in 1986, second tier foreign exchange market (SFEM) and foreign exchange
market (FEM) as well as parallel markets, coupled with the gradual erosion of
potential customer earning which affected the economy of this nation did not
spare PAN at all, the company was caught up in the web of it all and had the
prices of its product shooting up as the foreign exchange rates went up.

‘:"'S’ffj Ly

/P



The production capacity, which went down as low as 20 cars per day i.e. even
below 10% installed production capacity. However, the company believed
strongly in their strength which include installed facilities, skilled and well trained

human resources, high customer loyalty and up to date technology.

in 1986, 505 was modified to camry new dashboard in response to prestige need
and crave for Nigerian car, the 505 evolution was launched. By 1996, JS bus
was introduced as a contribution to solving the country’'s mass transit
requirements. Between 1991 and 1994, a lot of product redesigns came up on
the 504 series which gave birth to the 504 ‘Best line’ and 504 ‘New line’ for both
the saloon and station wagon. The 504 station wagon also served hospital
needs when kited as station wagon ambulance. By 1984, PAN had concluded

arrangement to introduce a new product before end of 1995.

The new product, the Peugeot 306 shall serve as an opportunity to update
technology in PAN production lines as well as those of its local manufacturing

suppliers. It was expected to attract a high market response due to its up to
date standard of design and adaptability.

Local Content Development
Today PAN had over sixty suppliers supplying over six hundred components for
a local content of over 31% on the most developed model the 504 SR, known

as the 504 Newline (NL) and 504 Bestline (BL).



The suppliers were located across the length and breath of the nation, the
technology of the parts included, foundry, siamping, plastic rubber
transformation, foam, chemicals, lubricants, electronics and electrical. Some of
the parts included; (see table 3.1 below), the components were manufactured
for PAN to intemnational quality standards and for use in the assembly of
Peugeot cars. Through a deletion process, the developed components ceased
to come along with the completely knocked down (CKD) parts.

For in - plant parts development, over 257 dies had been made in PAN to
produce over 150 different body parts used in conjunction with the dies was the
automatic punching machine. Also, precision machining process was
established and applied on the following; engine flywheels, piston and slesves,

brake disc, brake drum, water pump and air — condition pulleys.



LOCAL PARTS MANUFACTURING LOCATION
SUPPLIER

Engine flywheel (raw | Canplas Lagos
Electrical hamesses NOCACO Kaduna
A/C Condensers GACOL Otta
Engine mounting and | ACL Otta
Aluminum supports

Plastic bumpers, side | Modant Limited Lagos
lining and Boot Steyr Bauchi
deflectors

Floor and Boot carpets | NASCO Jos

Fuel filters, Window Monaplex Lagos
winder crank

Front grill, Fuel Chieme Aba
Monogrammes, filters

Seat foam padding ACI Kaduna
Batteries West African Batteries Ibadan

ABMI Lagos

Safety belts CCl Asaba
Paints and thinners CAPL, Berger, Peggy Lagos
Glues and mastic DVC Lagos
Metal pre-treatment DVC/Tridok Lagos
chemicals

Windscreen and other | TSG/Isoglass Ibadan
 glasses

Balanced tyres and Michelin Portharcourt
Rims

Radiators Quality Radiators Portharcourt
Fender inner frames, Udofe Metals Igara

shock absorber

reinforcement e.t.c.

Exhausted pipes, seat | SEP Kano
frames

Grease, Oils and Total/Agip Kaduna
Brake fluid

Seat covers and other | Polyplast Kano
interior trimmings

Table 3.1

Pan Local Content Suppliers.

Source: Swvey1995ppl 473754




Training and Manpower Development

The company owned an elaborate training centre headed by an Assistant
General Manager — Training and Manpower Development. The centre had been
described as one of the best in the country as the Director General — Industrial
Training Fund, put it at a seminar organised for PAN top management staff in
April 1994; “Peugeot Automobile Nigeria Limited, Kaduna, had remained one of
the leading companies in the country that have embraced training and
development as intergral part of their organisation’s programme inspite of its
international connection”, (PANNEWS July/ September 1994).

In addition, PAN extended training to its numerous distributors by training their
Technical Personnel and Managers as the need arose, (see appendix A). This
had helped a great deal in ensuring easy service and maintenance of PAN

vehicles nationwide.

3.2 Organisatonal Structure
The company’s organisational structure could be viewed from two perspectives;

the corporate structure and functional structure.

The Corporate Structure

In the corporate organisational structure (see figure 3.1), the Chairman was the
head of the organisation next to him were other board members who served
various functions, one of which was management of the company, this mandate
fell on the Managing Director (MD) who was a board member as well as the
Chief Executive Officer (CEQ) of the company by function. Next in line was the
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Deputy Managing Director (DMD) who was responsible to the Managing
Director and all the heads of divisions were responsible to him. I is necessary
fo mention also that the structure on the corporate organisation chart was a
reflection of the agreement of the share holders unto whom they entrusted the
management of the firm at that time, while the Chairman was a Nigerian, the
MD / CEO was French and the DMD was a Nigerian,

The positions of the General Managers (GM), were also shared among
Nigerians and French, ably representing the Federal and State Ministries of

Industnies, the distributors and Automobile Peugeot, France respectively.

The functional Organisation

The mantle of all decisions fell on the MD assisted by the DMD, figure 3.2
shows the iop down, the bottom up and lateral relationships existing among the
key officers. In all, there were four divisions, some divisions appeared larger
than others this was due to the number of sections and units that could
accommodate their functions. In some cases, it was deemed necessary to
separate somewhat related functions to avoid role and ethical conflicts as well
as to foster better control and performance this could be found as the
advertising and promotion section reporting to a head in the commercial division
with the responsibility of promoting the product image while the public relation
section was responsible to the head of personnel and administration with the
specific responsibility to promote corporate image. The organisation charts were
subject to the approval of the board of directors who should ratify or proffer

modification most deemed fit to arrest the prevailing problems.



Figure 3.1 - CORPORATE ORGANISATION CHART
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PEUGEOT AUTOMOBILE NIGERIA LIMITED
FUNCTIONAL ORGANISATIONAL STRUCTURE
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The Marketing Structure

The division was headed by General Manager (GM) commercial who reported
to the DMD (figure 3.3). Next to the GM were three Assistant General Managers
(AGM) heading three departments as follows;

1. Marketing / Technical Services

2. Corporate Sales

3. Network Developments and Distribution

Each department had several sections with each section headed by a Manager
or Head of Section.

In addition the company had over 240 accredited dist::ibm«s (dealers) all over

the country as sales outlets for its products.

3.3. Marketing Obijective of PAN

From the organisational structure of commercial division of PAN, one could
easily say that the marketing objective of PAN was to meet the customer’s need
in terms of products, spare parts and aftersale services. To reach the customer
at every nook and corner of the nation and even beyond the nation’s boundaries
(export). The above was just a rhetoric and the tools applied to meeting PAN's
objectives. In actual facts the marketing objective was quantified and followed
an annual pattern, it was tailored along the economic trend and reflected the
corporate focus within the stipulated period. The survey discovered that
marketing objective of PAN followed from the previous year's experience, the
result of the various marketing research the company had conducted, the

economic trends, political trend, competition and other consequential forces that
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need to be considered. In 1994 for instance, the marketing objective of PAN
was; to manufacture and sell 6000 cars.

The outcome was total production figure (1994) — 4,972 Units, total sales figure
(1994) — 5,256 Units, adjustments were made sometimes when the demand
moved beyond the previously earmarked objectives. The marketing efforts were

aimed at achieving the desired target.

3.4. Marketi ies

Product Strategy

PAN had emphasised greatly product redesign and differentiation strategies.
Product Redesign

This was modification of the original design from France to meet the taste of the
Nigerian customer. It brought about products such as 505 Evolution (1988) and
later, the Newline (NL) and Bestline (BL) versions of the 504 Salon and Station

wagon series.

Differentiation Strategy
Full tropicalisation of PAN products gave it an edge over others. The company
stressed this in most of its adverts by the use of slogans such as ‘Built for

Nigerian Roads’ and ‘The Car for Nigeria' e.t.c

Pricing Strategy
Meeti ition
Pricing strategy was used by PAN to meet competition posed by imported new

cars by other overseas manufacturers like Honda, Hyundai, Deawoo, Toyota,






