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INTRODUCTION

“The object of business is to create a customer.“ - Peter Drucker

Economic development is a complex and multidimensional process that
involves changes in the social culture, value system and national public
and private institutions, but is primarily determined by economic growth
and efficient allocation of resources. Republic of Macedonia is not iso-
lated from the globalization changes and despite the fact that as a small
economy it cannot have a huge impact on their total flow, at the same
time it doesn’t mean that it should occupy the role of a passive observer.
We are a society of cheap labour, which dreams of becoming a society
based on capabilities.

The so-called Information era justifiably considers that the greatest
success in development will have those with the best strategy, strategy
built on quality information, that creates the path for active involvement
and monitoring of the current flows of globalization. The recession, alt-
hough it seems that way, is not the time for deceleration and reduction of
marketing activities, on the contrary, it is the time to increase and accele-
rate them. Those who are prepared to quickly and effectively carryout the
plans are those that will win on the long run.

Marketing as a business philosophy is actually a process which is pre-
sumed to be found to satisfy and retain customers, and in another pa-
rallel to make profits from the operations, in which the central focus is
on the consumer and his relationship with the product, i.e. his opinion
whether the product / service can meet the need or desire. According
to the American Marketing Association (http://www.marketingpower.
com/AboutAMA/Pages/DefinitionofMarketing.aspx) “Marketing rese-
arch is the function that links the consumer, customer, and public to the
marketer through information - information used to identify and defi-
ne marketing opportunities and problems; generate, refine, and evaluate
marketing actions; monitor marketing performance; and improve under-
standing of marketing as a process...”

Marketing research extends throughout the entire course of the mar-
keting planning process- from analysis of the situation, through deve-
lopment of marketing strategy and program toward implementation (Aa-
ker etal, 2007, p. 9). Marketing process as a whole can be explained in five
consecutive stages, where the first of them is described as understanding

marketing.
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of the market and the needs and wants of the consu-

mers (Kotler and Armstrong, 2008, p. 5).The subject
of marketing research depending on the aims can be
a number of internal and external variables.“Any rese-
arch should contribute to aligning marketing strategi-
es and marketing programs to the needs and oppor-
tunities on the market on one side, and the resources
and capabilities of enterprises, on the other.” (Stanko-
vic and Djukic, 2009, p. 55). In marketing theory and
practice a wide spectrum of issues can be the subject
of marketing research: 1. Research of opportunities in
the market (research of market potential, consumer
behaviour, competition, potential of sales and market
share, etc.); 2. Research of the product (dimensions
of the production program, individual products and
brand equity, research of the need for new products);
3. Research of prices (factors affecting their formation
and opportunities for differentiation); 4. Research of
marketing channels (factors influencing their choice,
the location and physical distribution); 5. Research
of marketing communications (forms and media of
communication). ,,Depending on the objectives, the
research can include all these issues, or just some®
(Stankovi¢ and Djukic, 2009, p. 56). Kinnear and
Taylor (Cited in: Stankovic and Djukic, 2009, p. 56)
explain the subject of marketing research as: 1. Situ-
ational analysis or marketing environment research
(characteristics and market potential, competition,
etc.) 2. Research of marketing mix; and 3.Researchof
marketing and company performance (e.g. analysis of
market share, customer satisfaction and loyalty, brand
value and relationship marketing, etc.).

This paper analyses market research as one of the
subjects of marketing research, which means: mar-
ket size estimation, market characteristics and envi-
ronment analysis, analysis of the consumer behaviour,
future trend analysis, etc. In other words, this paper
states that market research should bean imperative
for any company that wants to find out more about
its current and potential customers, their desires,
needs and wants and where, how and when do they
express them. The importance of market research is
highlighted through its key role in generating marke-
ting intelligence and thus, making a crucial business
decisions, from new market entrance to placing the
products on the shelves.

With the help of market research marketers can
successfully develop databases, which are essential
for four reasons (Williams, 2004, p. 20): to persona-
lize marketing communications; to improve services
for consumer; to understand consumer behaviour;
to make more effective marketing and social activi-

ties of the organization. Decisions that use market
research as navigation come down to expansion of
the operations of an enterprise. Market research can
contribute to the expansion of operations in several
different ways: increase of market share of the com-
pany through a new way of selling existing products
in the portfolio of existing consumer markets, throu-
gh examination of satisfaction/dissatisfaction of con-
sumers, researching of adequate alternative means of
promotion, testing of conditions and the likelihood
to purchase products from potential customers, exa-
mining the probability of creating new use of existing
products and so on. Market research through market
analysis should include the following areas: the tar-
get market (size, segments, growth rate, existing and
future trends), customers (demographic, geographic,
psychographic characteristics, needs and wants),
competition (identification of the direct and indirect
competitors, strategies, market share, volume of sales)
(Hague, 2006, pp. 22-24).

Confectionery companies are constantly struggling
to catch the attention of consumers, with improve-
ments of the quality of products, making the packa-
ge more attractive, promoting it in a more interesting
way etc. Many companies in Macedonia identify their
competitors from industrial point of view, but inste-
ad of this narrow view, the company should identify
its competitors from a market perspective, where the
focus is shifted from companies that offer products
that are near each other on companies that strive to
meet the same consumer group. It is often the case
that companies have a false idea about current market
conditions, such as believing that they are producing
the best quality in the industry, supporting the gene-
ral opinion that customers prefer companies with full
product lines, that sale force is the only worthy mar-
keting tool or that price is the key factor for purchase
and building a strong brand is not an imperative. Such
understanding of the market must be revised, becau-
se only through meeting the real needs and desires of
the consumer the company can eventually become the
market leader. The experience of the countries with a
long market tradition guarantees the significance of
market research, especially in fast moving consumer
goods such as food products, or chocolate in particu-
lar, as a key element for achieving business success.

The need to save time and money in terms of re-
search and still obtain both quantitative and qualita-
tive data on consumers forces the company to make a
choice between many different kinds of methods for
collecting primary data. In fact, particular for busine-
ss to consumer businesses for obtaining quantitative
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data the method of structured questionnaires can be
applied, for qualitative data - method of focus groups,
while for experiments with new products and their
chances of success once placed on the market - test —
marketing, i.e. test - market'.

METHODOLOGY

This work is presented in order to assist chocolate
sales and marketing staff of companies in tailoring a
marketing strategy for repositioning on, or entering
on the Macedonian chocolate market, by providing
the first step in the process — information gathered
with market research.

The scientific aim of the paper is to offer objective,
complete and systematic scientific description of the
addressed subject of marketing, i.e. market research,
as a first step in the process of conceiving and deve-
loping a marketing strategy. This aim is enriched with
the pragmatic objective of the paper, covering the so-
cial dimension of the usefulness of the results of this
research, presented through detection and application
of the most effective models for strategic analysis of
the market, which lead to the discovery of the factors
that affect the improvement of the competitive market
position.

The research is based on two primary hypotheses:

1. Market research provides a detailed understan-
ding of the environment and industry in which
the company operates;

2. Market research reveals the needs and desires of
the end consumers.

The information contained in this paper was
collected with primary and secondary research. Pri-
mary research was constructed as a follow up consul-
tation with 40 both domestic and foreign companies
from the industry* through telephone interview and
electronic questionnaires sent via e-mail and on-si-
te examination of the retail environment. The con-
sumer research was carried out with the technique
of personally distributed structured questionnaires.
Regarding consumer, the statistical sample used in

! The choice of methods has been made due to the conducted
research and comparison of different research methods, having
in mind the various questions that had to be answered in order
to create a marketing strategy for the B2C businesses from the
confectionery industry.

* Kraskomerc Ltd, JSC Evropa - Skopje, JSC Vitaminka - Prilep,
SwissLion Ltd. — Skopje, Evropa Ltd. — Shtip, Makpromet Ltd.
— Shtip, Multikrem Ltd. - Shtip, Stel Impeks Ltd. - Shtip, Lion
Ltd. - St. Nikole, Zito Leb - Tetovo, Via Cok lItd. — Tetovo etc.

64  TamaraJovanov Marjanova

the research was intentional sample of 300 units. The
questionnaire was designed in a way to provide both
quantitative and qualitative information about consu-
mer preferences, needs, attitudes and feelings toward
chocolate as a product and the chocolate market and
industry in general. With the secondary research data
were gathered from relevant trade, business, and go-
vernment sources, as well as company literature and
corporate annual reports. The analysis of the data was
executed with the help of Microsoft Office Excel.

ANALYSIS OF THE CHOCOLATE MARKET
AND INDUSTRY IN MACEDONIA

CHARACTERISTICS OF THE CHOCOLATE
MARKET IN MACEDONIA

Food production is of strategic interest for every co-
untry. Therefore the organization of food producers
and advocacy of their interests for the purpose of pro-
viding and promoting food production and increasing
competitiveness is of particular importance. Confecti-
onery industry (production of chocolate, candy, coo-
kies, waftles, cream and chewing gum) is an important
part of the food industry which, with its quantum of
production (industry that finalizes materials such as
flour, sugar, vegetable oil, milk, cocoa, and others)
employs a significant number of workers. It is a large
consumer of packaging from domestic manufactu-
rers; it uses the domestic transport services, and plays
a significant part in the trade of food products. This
industry has a positive impact on the foreign trade ba-
lance of the state, because the value of exports of finis-
hed confectionery products is nearly 10% of the total
export of food products (http://www.mchamber.org.
mk).The available capacity in ex - Yugoslavia amoun-
ted to 33,000 tons and were designed and built for the
highly protected market of 24 million consumers of
the Former Yugoslavia. With the production of over
24,000 - 28,000 tons annually in 1991, the available
capacities were used on average of 70% annually, and
in certain periods of the year to 90% (Christmas and
other holidays). In the period after the ex - Yugoslavia,
the unfavourable socio - political events, economic
blockades from the north and south have narrowed
the Macedonian market and a permanent decline in
production from year to year was inevitable. In the
period from 1992 to 1998 production fell and rema-
ined 14,000 -16 000 tones or 45-50% less compared
to 1991, with capacity used maximum to 30-36%.
From 1996 the process of liberalization through free



TABLE 1. Export - Import of Confectionery products (in tons)

2000 1.181 551 1.556 1.441 4.729

2005 2.048 508 2.000 1.412 5.968

2009

Import

2.699 516 2.688 2.353 8.256

2002 8.170 120 1.560 2.430 12.280

2008 8.789 301 1.909 6.272 17.271

2010 6.710 141 1.789 7.648 16.288
SOURCE: http://www.mchamber.org.mk/%285%28tdxvop55ig1bkr551hz2py45%29%29/default.aspx?mld=130&Ild=1&smld=

6(visited at 15.09.2011)

trade agreements began, at first among the countries
of Former Yugoslavia, i.e. the region. The new mar-
ket relations and the further liberalization took pla-
ce much faster than the process of advancement and
modernization of the domestic production, which led
to a situation where domestic confectionary industry
faced strong competition from foreign companies.
The total annual production dropped to 12,500 tons
in 2002 despite the 30 new micro entities in confectio-
nery industry, about 50% less compared to 1991 when
it was 24,000 tons per year. Within the strategy of the
EU integration processes in the past ten years, foreign
trade moved and still moves within the creation of a
free trade zone in the region and the EU, thus the pro-
blem of small markets was exceeded, and conditions
for permanent growth of production in this area were
created.

The market is defined in different ways. One of the
most commonly cited definitions explains the mar-
ket as ,,Full respect of the supply and demand that
at a certain place and at a certain time affect sales of
certain products (goods) and the sum of all institu-
tions, areas and devices that provide an organized
and permanent contact between buyers and vendors
(Dragicevi¢, 1965, p. 425). The chocolate market can
be analyzed through its basic characteristics: market
size, market structure (products/production, players,
financial dimension), market division. The chocolate

market is a mature and differentiated market, which
makes it difficult for marketers of chocolate products
to place a unique product to the market.

Regarding the market size, the chocolate market is
primarily divided according to the geographical place
where the companies perform to domestic (small) and
foreign (large) market, and within the domestic mar-
ket they choose only the larger urban areas for the sale
of their products. The most significant foreign mar-
kets for the domestic producers are the regional coun-
tries (Serbia, Montenegro, Bosnia and Herzegovina),
and in last few years the EU market (Austria, Slovenia,
Slovakia, etc.) and the U.S. and Australia®> From the fi-
nancial aspect, the export of confectionary products
in 2009 made $ 27.4 million, which is 21% more than
the financial exchange inflow in 2008 (http://www.
mchamber.org.mk). On the side of imports, in 2010
about 17,000 tons of confectionary products were im-
ported, worth around U.S. $25.2 million. Market size
is also determined by the upper limit of the annual
market demand, which is shown through the size of
the imports of approximately17,000 tons of confecti-
onary products and the domestic production of 8000
tons destined for the domestic market. In total, the
annual consumption of confectionery products in the

* The information was acquired through a personal telephone
interview from the managers of several domestic confectionery
companies with different company size.
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Macedonian market is about 25,000 tons. With the
open markets through free trade agreements and over
500million people, there is a high potential for market
development and promotion, or for new investments
in this business in Macedonia.

In relation with the market structure, on the side of
the supply there are 50 business entities, from which
85% are micro and small companies. There is also
a significant production from entities registered as
craftsmen that produce mostly bakery products and
homemade sweets. The demand is constructed from
the total population in the country on one side, as
well as the wholesalers and retailers on the other. The
production capacity of the domestic confectionery in-
dustry is around 45,000 (within the projected time to
work on capacity) tons annually, 16 000 tons of which
are accounted for the largest domestic manufacturers
-JSC ,,Europe® - Skopje and JSC ,Vitaminka“ - Prilep,
which are considered to be the strongest direct do-
mestic competitors. Lately, under the pressure from
foreign competition that enters the market with well-
known and established brands, the placement of do-
mestic products on the domestic chocolate market is
visibly reduced. The increase in export is seen as a way
out, of course with constantly decreasing profitability
per unit. Namely, the export in 2007 was higher for
33% than in 2006, but in 2008, only 11,5% higher than
in 2008. The production in 2009 reached 22,000 tons,
(the level of 1991), with available capacity used on the
level of over 55%. In addition, the total production
in 2009 compared to 2008 was higher by 32%, whe-
re separately by products the highest growth was in
products containing cocoa (6.5 times), sweet biscuits
119% waffles 126% etc. As compared to 1998, when
the enhanced liberalization of the market started, pro-
duction in 2009 was higher by 73%.

According to the Euromonitor Report (http://
www.euromonitor.com/chocolate-confectionery-in-
macedonia/report ) some environment features on
the Macedonian chocolate market for 2009-2010 are:
negative growth in most ranges in chocolate confecti-
onery and low growth in the impulse and indulgence
sector due to the global recession and the decline in
consumer spending; even so, the entire sector achie-
ved positive growth®, mostly due to the stable per-
formance of tablets - the largest assortment within
chocolate confectionery; positive growth in 2010 was
recorded also in assortments such as bagged selflines/
softlines and seasonal chocolate; in 2009 45% of the
chocolate market share was occupied from three main

* Measured in retail value and volume terms
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competitors - Kraft Foods (Milka) with market sha-
re of 16%, Nestlé with 15%, and Kraskomerc (Dori-
na) with 14%; the main competitors in the impulse
and indulgence sector in 2009 were Kraskomerc Ltd
(10%), Kraft Foods (7%) and Vitaminka (6%). The ob-
servation indicates that critical success factor for Kraft
Foods is the aggressive brand development and pro-
motional campaigns supported by the wide product
and brand portfolio. On the other side, Kraskomerc
and Vitaminka have a long and traditional presence
on the market that began during the Yugoslavia era.
In the next few years the demand for confectionery
products is expected to rise again - chocolate confec-
tionery sector - increase by a constant value CAGR’ of
5%, reaching MKD*®3,477 million by 2015, and the im-
pulse and indulgence products sector - increase by a
CAGR of 3% reaching MKD?9 billion by 2015 (http://
www.euromonitor.com/chocolate-confectionery-in-
macedonia/report).

The chocolate market in Macedonia has certain
drawbacks which hamper the operations of the do-
mestic companies. Low prices on chocolate that can
be found on the market usually come from the offer
which is actually a chocolate substitute which is pla-
ced as chocolate. The composition of these products
is based on cheaper raw materials. Another deception
of consumers is fuelled by similar names of chocolates
from different manufacturers, so instead of ,,Nestle®,
the consumer can buy ,Nestle“ instead of “Milka” -
“Mila”, and besides changes in the taste of the chocola-
te that come from the poor quality, the improper sto-
rage of the products also causes organoleptic changes
in the product. The chocolates that can be found in
Macedonian market, due to the free trade agreements
are placed in lower prices than the domestic products,
because the raw materials used by the domestic pro-
duction, especially sugar, imported from the those co-
untries is entering with a great customs burden. That
means in certain contexts unfair competition, because
of the unequal conditions for production and import
of the same products.

With respect to the financial dimension, the most
commonly used type of finances by the domestic com-
panies, besides their own funds, are the credits from
the commercial banks, with annual interest rates from
6%-16%. During the recession the interest rates were
elevated up to 13%. The companies, especially the
small and medium - sized companies, have a finan-
cial aid from the Government through the Macedo-

* Compound Annual Growth Rate - CAGR

¢ Macedonian currency - Macedonian denars - MKD/mkd



nian Bank for Development Promotion, which main
objective is to promote export, by providing credits
and other forms of support to the businesses: export
and investment credits, insurance of claims based on
performed export against short term commercial risk
(http://www.mbdp.com.mk). The greatest weakness
of the method of financing is the minimal usage of self
-financing, due to the undeveloped capital market and
the lack of foreign capital in the domestic companies.

The chocolate market in Macedonia can be divided
by types of products and types of customers. Buyers of
chocolate products can be divided into three categori-
es: Wholesalers, Retailers and Individual consumers.
By type of products, the chocolate market is fragmen-
ted as any other market of fast moving consumer go-
ods (FMCG), such as: ice cream, soft drinks, cosme-
tics etc. A strong competition between manufacturers
of confectionary products on the market is present.
Based on the conducted research on entrepreneurs
and consumers, Macedonian chocolate market can
be divided into six parts: Market of ‘boxed’ chocolate;
Market of ,Molded bars; Market of ,Seasonal® choco-
late; Market of ,Countlines’; Market of ,Straightlines;
Market of ,other* chocolate confectionery.

MARKET TRENDS

Following the trends that lead to changes in demand
for products and services is the base of market rese-
arch, and refers to detailed introduction to all of the
factors that influence consumer behaviour and their
decision to purchase. Nowadays, marketing of choco-
late products is searching for inspiration from other
segments of the food and beverage industry. Such
examples are chocolates with exotic fruits, savoury to-
uches and ethnic flavours. Chocolate product trends
that boosted sales in the past - high cocoa content, for
example - may not be enough and effective for driving
sales in the future.

The Report Packaged facts 2010: ,,Chocolate Mar-
ket in the U.S. - Trends and Opportunities in Premi-
um, Gourmet and Mass Chocolate Products® (http://
www.marketresearch.com/Packaged-Facts-v768/
Chocolate-Trends-Opportunities-Premium-Gour-
met-2505082/) states that “the chocolate market dis-
played its recession resiliency, as retail sales increased
3 percent from 2008 to reach a record $17 billion in
2009”. This trend is considered to be a consequence
of the “lipstick factor™. Chocolate can be suitable for

7 Economists consider that so called lipstick sales rise during
periods of recessions, because is seen as a relatively inexpensive

many different industries - confectionery, beverage,
restaurant, hospitality and personal care, thus it is
expected that the global demand for chocolate will
rise in the next years. Current chocolate market tren-
ds are (O‘Bornick, 2002, pp. 19-54):

« Despite the positive growth of the market of
FMCG, market share of the companies is with
a downward trend, because of the maturity of
the industry, driven by pricing competition and
growth in the number of competitors;

« Innovation of products, offering better value for
the price, building and maintaining strong brand
of products are the keys which boost the growth
in the industry, therefore the development of new
products will need to be supported by new tech-
nology, intense distribution, interactive and new
packages that will attract attention;

o Itis expected shifting in the demand from larger
to smaller individual packages of conventional
products, as a direct result of increased consumer
awareness of the need for practical packaging that
allow a sense of control of the size of the indi-
vidual serving as part of the daily diet - a result
of greater concern for the individual health care
status;

« Within the European confectionery market, cho-
colate industry is the largest segment by value and
quantity, and the fastest growing market is one of
the moulded bar - chocolate.

Market analysis (Business Insights, 2008, www.
scribd.com) shows that the demand for milk and ba-
kery products and cereals is decreasing as a result of
the increased demand for soft drinks and confectio-
nery products. Also some of the main factors of chan-
ge in the near future are expected to be: ethical pac-
kaging; health concerns (especially weight control);
emerging markets (Asia-Pacific and Latin America).
The convenience of these products continues to be a
key factor of sales, having in mind the consumer life-
style requirements that are constantly shifting in the
direction of out — of home eating, less time for coo-
king, overtime working etc. Adding value in terms of
convenience is referred to further benefits in means of
savings in time and effort, health benefits, freshness,
new tastes, and ethical and social benefits, satisfying
specific consumer needs such as on-the-go products,
products for children, for elderly people etc. The de-

purchase that can cheer people (especially women) up, and
chocolate can have the same effect due to the release of some
neurotransmitters, i.e. endorphins and other opiates that can
help to reduce stress and lead to feelings of euphoria.
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mand for premium chocolate, gourmet boxed choco-
lates, dark chocolates, healthy chocolate®, organic and
functional chocolates’ that fulfil the comfort factor and

concerns of the greying population is expected to be
a leading growth trend, especially when the economy
recovers (Packaged facts, 2010, http://www.marketre-
search.com/Packaged-Facts-v768/Chocolate-Trends-
Opportunities-Premium-Gourmet-2505082/).  The
referent group of consumers - teens between the ages
of 15-19 consume more candy than other age groups,
thus targeting teenagers can increase sales, following
buy introduction of new products in the portfolio and/
or repositioning classic items (Packaged facts, 2002,
http://www.marketresearch.com/Packaged-Facts-
v768/Chocolate-186930/). (Vreeland, 2010) identified
more active trends in the premium chocolate market:

+ Craft chocolate making: a trend that follows
examples of products established somewhere else
in the gourmet food world, for example craft beers
and specialty coffees that inspire differentiation in
the production of commoditized products;

« Savoury-inspired flavours: a cross-over from the
culinary scene - experiments with adding kitchen
cabinet ingredients such as olive oil, bacon, chee-
se, curry and chipotle into chocolates, bonbons
and truffles;

« Exotic flavours: experiments with umami flavors
or developing products to match consumers’ mo-
ods.

Macedonia can and should be competitive in the
production of chocolate, but it isn’t. The current situ-
ation of the domestic producers of chocolate is une-
nviable, thus the work of the two largest domestic
producers (JSC “Evropa” — Skopje and JSC “Vitamin-
ka” — Prilep) is characterized with the following: the
companies act as market followers - imitators, without
a clear marketing strategy, are operating on intuition
and experience, with commercial, rather than market
orientation. They don’t have clearly defined mission
and goals of future development. They have no mar-
keting department, and in terms of marketing mix
- no innovation in the range of chocolate products.
Their products are positioned as cheap products, with
medium quality, with unoriginal packaging, and are
not available everywhere. The prices of chocolate pro-
ducts are low, and designed by the method of “costs

® Healthy chocolate is a product that is consisted of so called
»better-for-you® ingredients such as lavender and blueberry.

° Functional chocolates are products that focus on the adult is-
sues of health concerns and the environment.
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plus”, with the concept of gross margin. Promotional
activities are minimal and consist of occasionally pro-
viding better positions on shelves in retail stores and
reporting about opening of new stores, while other
types of promotion are not or are minimally used. The
distribution is very selective - only in the largest su-
permarkets, making the products insufficiently avai-
lable for the end users. The managers believe that the
most important thing is to be able to offer cheap pro-
ducts and not the marketing activities as such, which
makes it obvious that they don't understand the mar-
keting concept.

INDUSTRY ANALYSIS
(PORTER’S FIVE - FORCES MODEL)

Various industries realize different levels of profita-
bility which can partly be explained by the structure
of the industry, defined as a market for identical or
similar products and services offered to consumers.
For the analysis of the industry, qualitative analysis
of the competitive position and business strategy
development many different models can be applied,
including Porter’s 5 forces model, which suggests that
unattractive market/industry is the one where the
combination of the impact of the 5 forces reduces pro-
fitability, and totally unattractive industry is one that
is close to the model of perfect competition. The five
forces (1. rivalry among existing competitors; 2. threat
of substitutes; 3. entry of new competitors; 4. bargai-
ning power of suppliers; 5. bargaining power of cu-
stomers) whose influence determines market attrac-
tiveness are divided into two levels, i.e. three of them
are at the level of horizontal competition, and other
two on the level of vertical competition, respectively
(Porter, 1985, p. 225).

For the analysis of problems in business, there are
several models that have been successfully used in
determining the extent of the impact of the factors
analyzed for a certain phenomenon. One of the frequ-
ently used in cases of high degree of uncertainty in
the analysis, is the rule of thumb'. In order to make
a successful analysis based on Porter’s 5 forces model,
it is necessary previously to determine the factors that
contribute to the end result - whether and to what
extent they affect the profitability of the industry.
These factors are actually five previously mentioned
forces, which are further divided into their sub fac-

'“Business rules typically have the following form: If <a number
of conditions are met>then< a number of activities can be
performed>.



TABLE 2. Analysis of the key success factors in the chocolate industry*

Intensive and
extensive distribution

60 4 80 5 100

Quality product 10 3 30 3

30 4 40 5 50

Management

Customer loyalty 10 2 20 3

Market share 05 1 05

30 4 40 5 50

10 S 15 5 25

“ The matrix is constructed in a way where at first several key factors for success are determined from the managers point of
view, those are ranked in importance by allocating a total of 1 or 100 points on each, then for each of the selected competitors
these factors are judged by the achieved results on a scale of 1-5 (1 lowest, 5 highest), and on the end points of each factor
are multiplied with the score of each competitor and the result indicates competitors relative strength in business compared to

others.

tors of influence, and these are the element of analysis
in order to obtain information that will formulate a
strategy for the business plan. One way to determine
the weight of each of the factors provided that each of
the sub factors have more or less the same degree of
influence and if each of the sub factors are assessed
with ,,high* (3), ,medium® (2) or ,small“ (1) impact
on increasing rivalry and decrease of the attractive-
ness, then subsequently the conclusion for the impact
of each factor can be assessed as ,high®, ,medium®
or ,,small“ according to the average of the estimates
of the sub factors. With the same algorithm it can
be determined which sub factors can be involved in
assessing the impact of each of the factors (Jellema,
& Arons, 1997). The evaluation of the current impact
of the 5 forces on the Macedonian chocolate indu-
stry profitability is based on the average of managers’
opinion about the degree of current influence of each
sub-factor of the 5 forces on a interval scale from 1 - 3
(1-lowest, 3-highest)"".

1. Rivalry among existing competitors — 2,38 (High
number of competitors - 3, Low market growth

""Example of the calculation of the influence of the 5 forces on
industry attractiveness: , i.e. ; etc.

rate - 3, Barriers for exit the market - 1, Fixed
costs - 2, Highly differentiated products - 2, Low
costs for crossing over - 3, High promotional costs
- 2, Brand identity -3);

. Threat of substitutes — 3 (High number of product

substitutes — 3, Low costs for crossing over - 3)

. The possibility of entry of new competitors -

barriers to enter and exit the market - 2,15 (Need
for investment - 2, Availability of materials - 2,
Politics and law regulations - 1, High transaction
costs — 3, High promotional costs - 3, The direc-
tion of prices movement - 2, Brand power - 2,
Customer loyalty and elasticity of demand- 2,
Economy of scale is needed - 3, Vertical integra-
tion is present — 2, Absolute advantage in costs is
present — 3, Network effect and globalization is
present - 3);

. Bargaining power of suppliers - 2,5 (Low concen-

tration of suppliers - 3, High quantity of pur-
chase per supplier - 3, High importance of raw
materials- 3, Cost of change - 2, Little number of
substitutes for raw materials -3, Power of labour
organizations -1);

. Bargaining power of customers - 2,67 (High

concentration of byers as opposed to sellers — 3;
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Degree of dependence on existing channels of
distribution- 2, Great number of substitutes - 3;
Consumer price elasticity - 2, Great product
differentiation - 3, Great informational power of
consumers - 3).

After the analysis it can be concluded that the de-
gree of competitive intensity on the chocolate market
is high (2,6), which inevitably, from the point of profi-
tability reduces the attractiveness of the market. Cho-
colate market is mature and fragmented market, whe-
re more profit can be achieved by increasing market
share, which means that companies must lead in the
fight for the end consumer. To overcome the gap that
occurs in rivalry with existing competitors, it is nece-
ssary to establish a concrete strategy for market positi-
oning of the products that will strengthen the position
of the company, whilst avoiding the practice of price
competition and instead, apply the product differen-
tiation and establishing cooperation with competitors
or enter into partnerships with some of the competi-
tors. Due to the threat of substitutes the products must
be differentiated from competing offers and greater
value through a unique product should be offered,
which will reduce the possibility of replacing the pro-
duct of the company with a substitute. The possibility
of entry of new competitors can be limited primarily
by creating a strong domestic brand of product that
will generate loyal customers. Great bargaining power
of buyers and consumers can also be reduced throu-
gh differentiation of products, promotion of the best
value for the price to increase loyalty to the products,

better customer servicing and make products more
affordable through intensive distribution or increa-
sing the number of own specialized stores. Power of
suppliers should be controlled by grouping orders to
receive quantity discounts, reviewing the possibilities
for cooperation with producers of sugar beets in the
state to avoid higher prices of imported sugar. For the
analysis of the industry and market to be complete,
a comparative overview of the range of competitors
in terms of key success factors in a particular indu-
stry needs to be done, which shows the progress of
the companies’ competitors through two-dimensional
matrix (Table 2).

In this example, the best ranked on all factors is the
competitor ,,Kraskomerc®, followed by JSC ,Vitamin-
ka“ and JSC ,,Evropa® but in terms of ideal standards
or best practice, i.e. benchmark, all three companies
should work harder to improve their performance on
the market.

ANALYSIS OF THE CUSTOMER
PREFERENCES FOR
CHOCOLATE PRODUCTS

In order to create an effective marketing strategy;, it is
necessary to hear the voice of the consumer, through
systematic market research. Examination of the pre-
ferences of consumers will provide insight into their
tastes and buying habits, which is necessary for the
successful formulation of the marketing strategy. The
main objectives of the survey of consumer preferences
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and their relation to chocolate products, carried out
by questionnaire are: to learn the current patterns of
consumption of chocolate products; to get consumer
feed - back for the perception in terms of favourable
flavours and brands of chocolates; to detect the degree
of sensitivity on prices; to detect the degree of loyalty
to branded products; to show the preferences for the
type of distribution channels; to find out the level of
awareness of products; to discover opportunities to
improve existing products.

The research was conducted in October 2009, in
the following cities: Shtip, Kochani, Strumica, Gevge-
lija, Kumanovo and Skopje. The size of the sample was
300 respondents, from which 140 (47%) - male and
160 (53%) - female. The age groups were 15 (17%),
16-22 (25%), 23-29 (28%), 30-36 (13%), 37-43 (12%)
and over 44 years of age (5%).

Regarding the personal monthly income, as expec-
ted, the group with the largest income were from 30
— over 44 years of age. Most of the customers (85%)
live in an urban area, i.e. the cities in a family of four
(56%) (Figure 1).

Most often bought brand of chocolate is Mil-
ka (Kraft Foods), Then Nestle (Nestle S.A.), Dorina
(Kras), and the domestic products like Sirius and Sin-

tagma (Vitaminka) and Mila and Clasico (Evropa) are
purchased only by a small percentage of the respon-
dents (Figure 2). The respondents also prefer brands
with a foreign origin (62%), rather than the ones with
a domestic origin (38%) for several reasons (see Figu-
re 3), but if some factors were met, they would change
the foreign with a domestic brand of chocolate (see
Figure 4).

Most of the chocolate purchases are done by the
age group from 15 -36 years, several times per week.
The consumers buy mostly 1 peace of chocolate per
purchase (88%), 9% - 2 pieces, 3% - 3 pieces and no-
body buys more than 3 pieces per purchase. When
they buy chocolate, they usually buy the size of 100gr.
(78%) and 30gr. (71%) (see Figure 6) and then consu-
me it most frequently in the afternoon (43%), than in
the evening (31%) and morning (26%).

The main reasons that make customers buy cho-
colate are as presented in Figure 7. - giving it away
as a gift, the need for something sweet, as a source of
energy, other special occasions - birthday, holiday
etc., and because it is good for the health, and most
of them prefer the taste of a milk chocolate (67%),
waffles and biscuits filling (56%), caramel (54%), nuts
and almonds filling (54%) (see Figure 8).
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The domestic chocolates are characterized with an
average taste, low prices but also medium to low qu-
ality, too sweet on taste, with a bad and unattractive
packaging and insufficiently available in stores (Fi-
gure 9). The average rate on sematic differential scale
from 1 - 7 (1 - lowest rate; 7 - highest rate) is 3,3'%.

'*Semantic differential scale is composed form more bipolar
scales with certain terms related to a product ranked from
1 -7 (1 -lowest, 7 - highest),which measure the behavior and
feelings of consumers towards a particular subject, and allows
comparison of the attitudes scale for several different items of
the same species, to identify differences between them. The
data are analyzed by calculating the arithmetic mean for each
group of opposite adjectives, after which the aggregate results
are applied to the scale and the comparison is made.
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According to the respondents’ opinion, the most
important attributes for chocolate products are the
taste, the quality and the communication with the
end consumer, as well as the chocolate filling, the ava-
ilability in stores and the packaging. The price is not
among the top ranked attributes. When asked about
the appropriate price for chocolate products, in some
cases the consumers would pay more for the product
than the current market price (see Figure 11/Table 3).

When formulating the market price, the opinion
of the consumers should be taken into consideration.
The price elasticity of demand for chocolate products



FIGURE 10. Most
' ) N Rating of the attributes of chocolates by importance
important attributes of H 9 9 9 9
g 8
chocolate products 2 9 \7
5>
£= 3
o
PN N ‘6} . QQO Qe . 060 ’6 4
: & @ & & & &
= N3 . J )
€] ,6\09 ‘b?\‘b'\ oo\(ﬁ' Q‘b
& S
J
FIGURE 11. Appropriate Appropriate price by weight on consumers opinion
price of chocolate 929% 100% 100%
0,
by weight/size 100% = 30-40mkd
8% 50-60mkd
0% ' © ®120-180mkd
80 - 100gr. 150 - 200gr. 25-35gr. —evm

is less than 1'3, which under the rule of thumb is con-
sidered as inelastic demand. If the price of the favou-
rite brand of chocolate is increased by10-15%, 91% of
300consumers will continue to buy it, and only9% of
respondents would buy another brand of chocolate
(see Figure 12).

“*Price Elasticity of Demand (PEOD) = (% Change in the
required amount)/ (% change in price) = (0,09)/(0,11) = - 0,81
= 0,8 < 1; %Change in the required amount= (amount of new
claims - amount of old claims) / amount of old claims = (274 -
300)/300 = -0,087 = -9%; %Change in price = (new price - old
price) / old price = (42 - 38)/38 = 0,105 = 11%. When calcu-
lating the price elasticity of demand the negative values are
ignored and the positive value is taken into consideration.

In case the price of the favourite brand of chocolate
to be reduced by 10%, only 8% of 300consumerswo-
uldbuyat least twice, and the others wouldn't be affec-
ted by it, which also indicates on the price in elasticity
of these products (see Figurel6)'“.The respondents
prefer fashionable (74%) or retro (72%) design of the
product and packaging, the most attractive colour for
the packaging is black (56%), purple (45%), red (43%)
or combination of those (64%), while green and blue
are not considered to be very attractive. Consumers
often, in descending order, buy chocolate at the ne-

“PEoD = (% Change in the required amount)/ (% change in
price)= (0,08)/(0,11) = 0,7 < 1

TABLE 3. Price differences among brands and among market price and suggested price by customers

Clasico 100gr. 35mkd -

Nestle 100gr. 55mkd 20 mkd

- 15/25 mkd 43/71

57 5 mkd 9

Gorenjka 45 mkd 10 mkd

100gr.

dado/goga 100gr. 35 mkd -

5/15 mkd

- 15/25 mkd 43/71
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FIGURE 12. Price elasticity
of demand when prices
of chocolate increase

FIGURE 13. Price
elasticity of demand
when prices decrease
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arest local store (100%),discounts (67%),super and
hypermarkets (48%),and less in kiosks (44%) and in
specialized stores (35%). In case of insufficiently ava-
ilability of a brand in stores, most of the consumers
(88%) will buy another brand of the same product or
a substitute product. Respondents have also shown
interest in new possible places for chocolate purcha-
se, rating them on a scale from 1-5 (1 - lowest; 5 -
highest) by preference (see Figure 14).

A great deal of the respondents (47%) buy more
chocolate as a result of sale promotion, and the most
recallable ads are the ones of Milka chocolates — “Ten-
der pleasure” (78%), Dorina — “Dorina - full cull”
(45%), Snickers — “Don't stop, grab Snickers”(43%),
Kinder chocolate — “Ideal combination of milk and
chocolate” (38%). Consumers like the ads for more
reasons that affect the degree to which the ad is been
noticed and remembered - connection with reality
(86%), interesting topic, actors and music (67%),
innovative design (54%) and elements of humour
(35%).The consumers are not satisfied with the cu-
rrent market situation regarding the offered poor
choice of domestic brands (88%), the limited choice
of branded products (34%) and the narrow choice
of chocolate tastes (24%). General conclusions from
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the conducted survey of the consumers of chocolate,
which can be used in the formulation of a marketing
strategy, are:

« All respondents consume Chocolate, regardle-

ss of age, gender, economic power and place of
residence; Chocolate is a product with impulsive
and inelastic demand and is considered as a good
gift item, which is usually given to children and
friends;

Preferences regarding the product are - availability
- in the nearest shops, size of 100gr and smaller
packages of 35gr, original modern or retro design
of the packing, with a combination of colors, a
certain level of quality and good taste, mostly milk
chocolate;

Chocolate is purchased multiple times during the
week, one product per purchase, and is usually
consumed in the afternoon or evening;

Most consumers have a high rate of remembrance
for the ads of Milka chocolates - linked to real life,
with elements of emotion;

The category of these products doesn’t enjoy very
high level of brand loyalty and consumers are
willing to try something new;



« The idea to make chocolate available at gas sta-
tions, ice cream shops, bakery shops, bars and
restaurants and cafes, etc. is evaluated positively;

« Scarce domestic brands.

CONCLUSION

Marketing research in the company raises the que-
stion of providing solutions for existing and future
problems, and helps the company in transferring the
operations from the current position into the desired
future position, thus achieving the desired end results.
The need for marketing research and market research
in specific is motivated by the need to set the strategy
direction, to enable the company to manoeuvre thro-
ugh turbulent business environment. It is necessary to
rationally use resources and to promote coordinated
development of the ongoing activities, i.e. to trace the
development and the way of its accomplishment. The
necessity of market research is confirmed as a functi-
on of the strategy that provides an efficient and effec-
tive decision making on a particular market. Market
research is found to be one of the key instruments
of marketing - management used to find, collect and
analyze basic data that lead to valid information for
decision making and increase competitive advantage.
The significance of market research essentially stems
from changes in business conditions that lead to tech-
nological change, increasing complexity of manageri-
al work, increasing complexity of the external envi-
ronment, increasing the spread between decisions and
outcomes. The need of enriching the knowledge and
enabling managers to possess the right information at

References

1. Aaker, D. A, Kumar, V., Day, G. S. (2007), Marketing
Research, 9* Edition, John Wiley&Sons, Inc.

2. Business Insights (2008), Future Convenience Food
and Drinks — New opportunities in a developed market,
www.scribd.com (visited at 8.08.2009)

3. Dragicevi¢, A. (1965), Leksikon politicke ekonomije I,
Zagreb: Informator.

4. Hague, P. (2006), B2B International - A Practical
Guide to Market Research, Grosvenor House
Publishing Ltd.

5. Jellema, M., Arons, S. (1997), An Object -

Oriented Model of an Industrial Enterprise and

the right time, which helps in creation of a busine-
ss unit strategy or corporate strategy in general calls
for devoted action of changes in the managerial way
of thinking and therefore the way of doing business.
Food industry is an industry that intensively and in
large amounts invests in market research. The resear-
ch in the Macedonian chocolate industry and market
confirms that the domestic companies have a lack of
market information featuring: customer needs, requ-
irements and preferences; market size; market poten-
tial; market growth; the available and suitable types
of research techniques; etc. This situation results in a
vague business strategies and weak market position in
relation to foreign competitors with a market orien-
tation in their work. Changes in the operations of the
domestic companies can be made with the proper use
of market research for obtaining all the necessary in-
formation about the chocolate market (size, potential
growth, profitability of a particular market/industry,
consumer preferences). The companies can choose
from a variety of techniques for analysis of technolo-
gical, economic, political, legal, sociological, cultural
factors outside the company environment (PEST/EL,
SLEPT, Porter’s 5 — forces model) and internal com-
pany factors - strengths and weaknesses (SWOT, Six
Sigma Marketing, etc.). Nevertheless, in a market ori-
ented company, the primary focus is on the end con-
sumer and therefore the consumer analysis should be
one of the pillars in market research and marketing
activities in general. The unquestionable role of mar-
ket research is presented simply through providing
the basis for the creation of a competitive marketing
strategy, which further on leads the way of the com-
pany on the target market.

its Environment, Proc. European Simulation
Multiconference 1997 (The Society for Computer
Simulation International), Istanbul.

6. Kotler, P, A. G. (2001), Principles of Marketing, Third
European Edition, Pearson Education.

7. Kotler, P, A. G. (2008), Principles of Marketing, 12*
Edition, Pearson Education.

8. OBornick, M. (2002), Growth Strategies In Packaging
Food And Drink To 2007: Identifying the key market
sectors, Business Insights Ltd.

Marketing Research of the Chocolate Market in Macedonia 75



9. Porter, M. E. (1985), Competitive Advantage: Creating
and Sustaining Superior Performance, Free Press, New
York.

10. Packaged facts, (2010), Chocolate Market in the U.S.:
Trends and Opportunities in Premium, Gourmet
and Mass Chocolate Products, MarketResearch.
com - Packaged facts, http://www.marketresearch.
com/Packaged-Facts-v768/Chocolate-Trends-
Opportunities-Premium-Gourmet-2505082/ (visited
at 05.07.2011)

11. Packaged facts (2002), The Chocolate Market,
Packaged facts — a division of MarketResearch.
com http://www.marketresearch.com/Packaged-
Facts-v768/Chocolate-186930/ (visited at 05.07.2011).

12. Riderstrale J., K. N. (2002), Funky business, Book
House Publishing.

13. Stankovi¢ Lj., Duki¢ S. (2009) , Marketing, Ekonomski
fakultet, Nis.

14. State Statistical Office of Macedonia (2008),
Publication - Macedonia innumbers2008, Skopije.

Rezime

Marketing istrazivanje trzista
cokolade u Makedoniji

Tamara Jovanov Marjanova

Trziste potro$nih dobara u Makedoniji, a posebno trziste
¢okolade, preuzeto je od strane brojnih stranih brendova.
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trzi$no ucesée u odnosu na konkurente sa ja¢im strate-
gijama. Ovaj rad ukazuje na postojece slabosti aktuelnih
strategija domacih kompanija putem studije slu¢aja 2
najveca proizvodaca konditorskih proizvoda u Makedoniji,
s jedne strane, i otkriva ponasanje potrosaca i njihove
preferencije na trzi$tu potro$nih dobara i ¢okolade putem
marketing istrazivanja i analize namernog uzorka od 300
potro$aca, s druge strane. Primenjene su istrazivacke
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tehnike za potrebe istrazivanja ponasanja potrosaca u vidu
upitnika i dubinskih intervjua sa menadZzerima kom-
panija. Analiza jasno pokazuje da adekvatnim marketing
istrazivanjima, npr. implementacijom modela i tehnika
istrazivanja trzi$ta, baza za konkurentnu i uspe$nu mar-
keting strategiju moze biti kreirana, ne samo od strane ve-
likih korporacija, ve¢ isto tako i od strane pojedinaca /
vlasnika malih i srednjih preduzeca.

Klju¢ne reci: marketing istrazivanje, istrazivanje trzista,
analiza potro$aca, marketing strategija.
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