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Abstract

The French pharmaceutical market is the 5™ largest market for human medicines
worldwide and hence provides high potential for Stdlzle Glass Group. Though the
market conditions in France are very challenging, as differentiation from
competition through quality or price can hardly be reached in the pharmaceutical
glass packaging industry. To reach the companyds growth
Stolzle needs a brand positioning concept which differentiates the company from
its competitors long-term. Thus, the objective of this master thesis is to develop a

B2B brand positioning concept in the French pharmaceutical market.

The first part of this thesis deals with the theoretical background of a brand
positioning concept. At the beginning, B2B brand management is described with a
special focus on the international pharmaceutical industry. Afterwards, the
definition of brand positioning and the five steps of a brand positioning concept are
explained. In the first stage, brand positioning objectives and possible positioning
strategy approaches are presented. Following that, brand positioning ideas and
their requirements are described. Subsequently, the implementation of the brand
positioning concept through integrated marketing communication is shown. The

final chapter includes strategic and operative controlling measures.

The second part of this thesis includes the practical implementation of the brand
positioning. Firstly, an analysis of the BU Pharma and an environmental analysis
of the French pharmaceutical market, the target group and the competition are
provided. Then, the findings of the primary market research are outlined which
have been conducted through a quantitative research. In addition, the results of
the image analysis are interpreted separately for the French as well as

German/Austrian pharmaceutical market to generate comparative values.

Based on the theoretical part and the internal and external analysis, a brand
positioning concept for Stdlzle is developed. Four positioning alternatives are
created which are evaluated by Marketing and Sales with a value benefit analysis.
One positioning alternative is advised for Stélzle which best fulfils the positioning
requirements. Subsequently, communication activities are suggested to implement
the brand positioning. At the end of this thesis, controlling measures and further

recommendations for Stolzle are stated.



Zusammenfassung

Der franzosische Pharmamarkt ist der funft grofte Markt fur Humanmedizin
weltweit und bietet daher groRes Potential fur die Stolzle Glasgruppe. Jedoch
herrschen in Frankreich anspruchsvolle Marktbedingungen, da in der
pharmazeutischen Glasverpackungsindustrie eine Differenzierung durch die
Qualitdt oder den Preis nicht erreicht werden kann. Um das Umsatz- sowie
Bekanntheitsziel von Stdlzle zu erreichen, ist ein Positionierungskonzept mit einer
langfristigen Differenzierung vom Wettbewerb in Frankreich erforderlich. Daher ist

die Entwicklung eines Positionierungskonzeptes das Ziel dieser Masterarbeit.

Im ersten Abschnitt dieser Masterarbeit werden die theoretischen Grundlagen
eines  Positionierungskonzeptes  behandelt. Anfangs wird das B2B
Markenmanagement mit Fokus auf die internationale Pharmaindustrie erlautert.
AnschlieRend erfolgen die Definition der Markenpositionierung sowie die
Beschreibung der funf Schritte eines Markenpositionierungskonzeptes. Vorerst
werden die Ziele und Strategien einer Markenpositionierung erldutert. Danach
werden die Positionierungsideen und deren Anforderungen behandelt. Darauf
folgen die Umsetzung der Positionierung mittels integrierter Kommunikation und

letztendlich strategische und operative Controlling-MalRnahmen.

Im zweiten Abschnitt dieser Masterarbeit erfolgt die praktische Umsetzung des
Positionierungskonzeptes. Anfangs werden eine Analyse der Business Unit
Pharma und eine Umweltanalyse zum franzésischen Pharmamarkt, der Zielgruppe
sowie des Wettbewerbs durchgefuhrt. Im Anschluss werden die Ergebnisse der
Primarmarktforschung prasentiert. Die Ergebnisinterpretation der Imageanalyse
wird fUr den franzdsischen und deutschen/dsterreichischen Pharmamarkt getrennt

dargestellt, um Vergleichswerte zu schaffen.

Basierend auf den theoretischen Grundlagen und der internen und externen
Analyse wird ein Positionierungskonzept fur Stoélzle erarbeitet. Vier
Positionierungsideen werden entwickelt und mit einer Nutzwertanalyse durch
Marketing und Sales evaluiert. Schlussendlich wird eine Positionierungsalternative
empfohlen, die die Positionierungsanforderungen am besten erfllt. Des Weiteren
werden Kommunikationsmal3hahmen zur Implementierung der Positionierung
aufgezeigt. Am Ende dieser Masterarbeit werden Controlling-Mal3nahmen

angefihrt und weitere Empfehlungen fur Stdlzle abgegeben.
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1 Stolzle Glass Group

In 1805 Karl Smola s e t up the glassworks @AOberdorfi
Barnbach, which can be considered as the basis o f todayos packagi
producer Stolzle Glass Group (cf. Stolzle Glass Group 2017f).

1.1 Company Profile

With more than 200 years of experience in the production of glass, Stblzle Glass

Group i s E u manpfacturer ofo patkgging glass aimed at Pharma,

Perfumery & Cosmetics, Spirits, Consumer, as well as Tableware markets. With its

headquarter in Austria, the Group employs 2.450 people worldwide and produces

three billion glass containers yearly. The company is a One-Stop-Shop for the
development, production and decoration of packaging glass and distributes glass

containers including suitable closures in 74 different countries worldwide. With an

export quota of 95.5%, the company generated a yearly
million in 2016 (cf. Stolzle Glass Group 2017b; Stolzle Glass Group 2016c;

Wildner 2017, p. 22-25).

Stolzle Glass Group is made up of six European production sites and three
integrated decoration facilities located in Austria, Great Britain, France, Poland
and Czech Republic. International sales companies in the USA and Russia enable
Stolzle to provide a class leading customer service (cf. Stolzle Glass Group 2017b;
Stolzle Glass Group 2017c).

1.2 Business Unit Pharma

With an export quota of 96%, Stolzle Glass Group is one of Europeds | eadi ng
packaging glass manufacturers for the pharmaceutical industry operating in 64
countries worldwide (cf. Stolzle Glass Group 2016a; Stolzle Glass Group 2016b).

1.2.1 Key Facts

Stolzle manufactures soda lime Type Il primary packaging glass for the
pharmaceutical industry in flint, amber and green glass. The standard product
range includes dropper bottles, medicine and syrup bottles, injection vials and

infusion bottles, as well as tablet and ointment jars, and wide mouth packers. In



addition to standard containers, Stdlzle manufactures a wide range of customized
glass containers according to customers' specifications. Volumes range from 3.5ml
up to 1000 ml bottles (cf. Stolzle Glass Group 2015; Stolzle Glass Group 2017a).
Due to the strategic importance of its Pharma business, Stdlzle produces
pharmaceutical packaging glass according to the international ISO GMP 15378
standard. Most of the production lines dedicated to pharmaceutical glass
containers are equipped with laminar-flow technology, so that clean conditions are
achieved. At the cold end section, various state-of-the-art inspection machines
guarantee visual and mechanical quality controls of all bottles. Depending on
customersod6 requirements finished glass con
packs and automatically palletized by robots (cf. Stdlzle Glass Group 2015; Stdlzle
Glass Group 2017a).

1.2.2 Stolzle-Oberglas & Stolzle-Union i two dedicated Pharma plants

In 2016, Stolzle Glass Group redefined its strategic direction for all plants: The
Austrian headquarters and the production site in Czech Republic were defined to
be the plants dedicated to manufacture pharmaceutical glass (cf. Wildner 2017, p.
22-25).

Stolzle-Oberglas GmbH

Stolzle-Oberglas produces almost 1.5 billion glass containers in flint, amber and

green glass per year. Stolzle-Oberglas employs 450 people and produces
pharmaceutical packaging glass on ten production lines (cf. Stolzle Glass Group
2017d).

Stolzle-Union s.r.o

Stolzle-Union employs 280 people and produces 600 million amber glass
containers per annum. All six production lines for pharmaceutical glass containers
are equipped with state-of-the-art inspection and packaging machines (cf. Stolzle
Glass Group 2017e).



2 Introduction

2.1 Initial Situation

Stolzle Glass Group is one of the leading manufacturers of pharmaceutical glass

packaging in Europe (cf. Stolzle Glass Group 2016a). In 2016 the company
generated a yearly tur nov e tiongldsscontaindsfoni | | i on
pharmaceutical customers (cf. Stdlzle Glass Group 2016b).

Studies show that the overall pharmaceuticals’ market volume in 2016 was
estimated at $ 1.105 trillion 7 G 935 billion (cf. Statista 2016a). Thereof 49% was
generated in the US, 21.5% in Europe, 27.7% in Africa, Asia as well as Australia
and 4.7% in Latin America (cf. Statista 2016b).

Latin America
4,7%

Others
0,1%

Afrika, Asia,
Australia
27,7%

Figure 1: Worldwide Pharmaceuticals' Market Volume split into continents (based on Statista
2016b)

Out of the 21.5% in Europe 1 which are 200 lofi thd Dverall
pharmaceuticals market volume i U 43.1 billion were generated in Germany, U
32.1 billion in France and U 28.8 billion in Italy (cf. Statista 2016c).



This statistics show that France 1 after Germany i is the second most attractive

pharmaceuticals' market in Europe regarding sales revenue.

Others
€ 36.7 bn

France
€ 32.1 bn

Italy
€ 28.8 bn

Figure 2: European Pharmaceuticals' Market Volume split into countries (based on Statista 2016c¢)

Yearly, USD 9 billion are spent on pharmaceutical primary glass packaging,
whereof 16% are spent on Type lll. This leads to a global market volume for Type

Il pharmaceuticalgl ass packagi ndcf 8tblzlelGlads Groupl2G17g). i o n

The internal sales figures of Stélzle Glass Group show that the highest revenue

troughout the pharmaceutical business is generated inthe UST 0 12 nmi |l |l i on
foll owed by Ger man ywhieiFtarte igion thé sixéh pasition byi o n
generating U 3lliom(cf. Stolzle Glass Group 2016b).

When it comes to primary packaging the most important thing for manufacturers is
to guarantee zero interaction of the packaging with the drug (cf. Bahadur 2014, p.
480-485). In order to comply with those requirements all glass producers have to
follow strict quality specifications according to ISO-GMP 15378:2011 (cf. TUV
2017).

Furthermore, the biggest competitor and market leader in the pharmaceutical
glass packaging sector SGD Pharma is defending its position in its home market
France (cf. SGD Pharma 2017a). With two of five production sites located in
France the company is firmly established on the French pharmaceutical market
(cf. SGD Pharma 2017b). Besides, Gerresheimer and Bormioli Pharma run a

production site in France, as well (cf. Gerresheimer 2017; Bormioli Pharma 2017).

4



2.2 Problem Definition

Since the French pharmaceutical glass packaging market is very competitive and
the glass containers are exchangeable due to the legally regulated quality
standards, it is hard for Stdlzle to differentiate from competition. In addition, it is
unknown how Stolzle is positioned and seen from the customers' perspective in

comparison to its competitors.

In addition, there are three different glass types: Type I, Il and lll. Since Stolzle
Glass Group produces only Type lll glasst he companyds gl ass bo
suitable for all medicines (cf. Stolzle Glass Group 2015). This is an competitive
disadvantage compared to the competitors on the French market: SGD Pharma,
Gerresheimer, Bormioli Pharma and Piramal Glass. These companies all offer

Type | and Il glass, as well (cf. Stblzle Glass Group 2016a).

Due to these facts, the company is not sure how to differentiate from competition
and how to position itself on the French pharmaceutical market. This leads to the
result that Stolzle lacks a brand positioning concept for the French pharmaceutical
market. Furthermore, Stolzle Glass Group is missing an integrated communication

concept on how to communicate their position.

For fully utilizing the existing potential of the French pharmaceutical market and
improving the competitiveness, a new positioning concept is vital and the key to

Success.



2.3 Objectives

2.3.1 Company Objectives
The overall company aim is to double the annual B2 B sal es rewenue
mi | I i on i &milko dyéhe €énd of A020 within the French pharmaceutical

market by selling pharmaceutical glass packaging.

Another aim of the company is to achieve 100% aided brand awareness at the 10

biggest pharmaceutical companies in France by the end of 2020.

2.3.2 Thesis Objectives

The objective of this thesis is the development of a B2B brand positioning concept
with focus on integrated communication on the example of Stdlzle Glass Group in
the French pharmaceutical market in order to achieve the company objectives.

f



2.4 Frame of Reference
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3 B2B Brand Management for the International

Pharmaceutical Industry

Still many industrial companies think that the concept of brands only works for
mass markets, high-consumption products and fast-moving consumer goods
(FMCG). But a brand is an instrument for company growth as well as profitability
and influences the buyers and prescribers in all industries (cf. Kapferer 2012, p.
51).

3.1 B2B Brand Management

3.1.1 Branding and Brand Definition

"From a business point of view, branding in the marketplace is very similar to
branding on the ranch. A branding program should be designed to differentiate
your product from all the other cattle on the range. Even if all the other cattle on

the range look pretty much alikeo(Ries/Ries 2009a, p. 1).

"Branding has been around for centuries as a means to distinguish the goods of

one producer from those of another. In fact, the word 'brand' is derived from the

Old Norse word Brandr, which means 'to burn' as brands were and still are the
means by which owners of livestock mark their animals to identify them" (Keller

2014, p. 30). According to Kotler/Keller branding is defined as: A Br andi ng
endowing products and services with the power o f a (Kdtler/Keatled 2009, p.

241).

fBranding means much more than just giving a brand name and signalling [sic!] to
the outside world that such a product or service has been stamped with the mark
and imprint of an organization. It requires a corporate long-term involvement, a
high level of resources and skills to become the referento (Kapferer 2012, p. 31).
"Branding, though, is not about being on top of something, but within something"
(Kapferer 2012, p. 31).

In fact, all authors describe branding as displaying a marking enabling the
identification of a product or service. This thesis will be based on the definition of
Kapferer, since it considers that brands are more than just labeling. It is about
building a unique image of a product or service in the customer's mind which

involves a value-enhancing effect to a product or service.

.
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The term brand is often used in literature and defined in many different ways.
According to the American Marketing Association a brand is: fiName, term, design,
symbol , or any other feature that identifi

from those of otherseller sfi ( Ameri can Marketing Associ at

Kotler defines a brand as: "A brand is a name, term, sign, symbol, or design or a
combination of them, intended to identify the goods and services of one seller or
group of sellers and to differentiate them from those of the competitor" (Kotler
1997, p. 443).

fAN industrial brand is to position the brand as a promise, as a set of expectations

that the product offers a certain type and
i Arand is a singularideaorc oncept that you own inside t
(Ries/Ries 2009a, p. 110).

AA brand S a distinctive identity that (
credible promise of value associated with a product, service, or organization and

indicates the source of that promiseo(Ward/Light/Goldstine 1999, p. 88).

This thesis is based on the definitions of Ries/Ries and Ward/Light/Goldstine. The
combination of these two definitions expresses a broader and more-dimensional
view on brands. Together they point out that brands are a unique image that a
company owns in the customer's minds. In their opinion a brand differentiates a
promise of value associated with a product or organization rather than only placing

a visible marking enabling the identification of something.

3.1.2 Functions of Brands
In the past years effective brand management and especially the role of brands in
the Marketing mix got increasingly important (cf. Perrey/Freundt/Spillecke 2015, p.
166). Most B2B purchases are risky because they are about components used to
establish a product or service. As a result:
1 the costs of such ingredients define the end price,
1 the quality of the components determines the quality of the end product,
and
1 the reliability of the supplier affects the reputation of the brand (cf. Kapferer
2012, p. 81).



Derived from that B2B brands fulfil essential functions as shown in the table below.

Function Benefit

identification Tobe clearly seen and quickly identified

differentiation and profiling To differentiate from competition with unique brand identity
cumulation/practicality To simplify complex offers, to allow savings oftime and energy

To create trust, to lower the perceived risk for the customer, tobe
risk reduction and confidence sure finding the same quality level and buying the best productin
its category

continuity To create satisfaction in a relationship overtime

identity-forming Totransfer soft facts like emotions, value, norms

Table 1: Functions of B2B brands for the customer (based on Masciadri/Zupancic 2013, p. 16;
Kapferer 2012, p. 22f.)

One function of brands is to be quickly identified and clearly recognized by the
customers. Since products and services in B2B are getting exchangeable and can
be easily imitated by competition, an effective brand management provides points
of differentiation for the customer. Furthermore, a brand communicates the core
services of a company and therefore simplifies complex offers requiring
explanations. This allows the customer to save time and energy. Hence, brands
are an important guide when making decisions. The huge variety and complexity
of services pose a risk for the customer which can be reduced by creating trust
through a strong brand. In addition, a brand stands for a certain level of quality and
gives the customers the feeling of buying the best performer for a particular
purpose. Finally, in B2B the choice of the seller is no more only determined by
functional benefits, but by soft facts such as emotions, value, norms, as well,
which are transported through a brand (cf. Masciadri/Zupancic 2013, p. 16;
Perrey/Freundt/Spillecke 2015, p. 166; Kapferer 2012, p. 22f.).

Furthermore, a brand is an essential value-adding factor for a company. This
resulted from a global study carried out in 2011 by Simon-Kucher & Partners about
pricing across industries. The outcome was that 65% of companies are not able to
charge the prices they deserve for the value their products or services merit. This
leads to a loss of 25% of profits. The primary drivers for a high pricing power are
customer value and strong brands (cf. Tacke/Vidal 2011, p. 1f). Especially in the
B2B chemicals industry decision makers are willing to pay a higher price level for
strong brands. This makes their professional life easier, particularly by aggregating
information and reducing the risk (cf. Perrey/Freundt/Spillecke 2015, p. 99f.).
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3.1.3 Importance of B2B Brand Management

Nowadays the term brand is primarily used in connection with consumer goods
and the B2C market. Thus, in the B2C sector more effort is put into brand
management, even though the revenues made in the B2B sector are more than
four times higher than in the B2C sector. The reason is that in B2B markets more
value creation stages are involved and for the production of one consumer good
many B2B preliminary stages are necessary (cf. Wil 2010, p. 409;
Masciadri/Zupancic 2013, p. 2).

The importance of B2B brands can be attributed to the fact that any decision made
by people within an organization is influenced by brands in their private as well as
professional life. Brands are especially important in professional decision making
in order to reduce the personal as well as organizational risks. These risks consist
of the high investment volume, complexity and time pressure (cf. Bausback 2007,
p. 65).

A study from 2012 on the topic 'Brand Relevance in Global B2B markets' points
out that brands, in relation to other purchasing factors, are an important element in
the decision making process. The survey indicates that brands are less important
than the price and the product but they remain on a par with sales as an
influencing factor (cf. Perrey/Freundt/Spillecke 2015, p. 99-100).

In addition, a study of Richter on the topic 'B2B brand management in German
B2B companies' from 2007 confirms the relevance of B2B brand management.
The study identifies many weaknesses and deficits in brand controlling and
positioning. Currently brand positioning focuses on exchangeable dimensions
such as quality, customized solutions and services. Hardly no emotional aspects 1
which are also relevant in B2B i are considered when positioning a brand in the
B2B sector (cf. Baumgarth 2010, p. 42-44).

Some B2B companies have already noticed the importance of B2B brands and
took action. Main reasons are the ongoing globalization and the consequent
competitive pressure which motivated many companies to build up unique brand

images for their products or services (cf. Will 2010, p. 409).
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3.1.4 Specifics and Requirements of B2B Brand Management

B2B brand management differs in some ways from the B2C brand management.
The specifics can be divided in fundamental specifics and situative specifics. While
fundamental specifics are about the industrial performance and marketing
process, situative aspects deal with current practices in the B2B sector (cf.
Baumgarth 2010, p. 48).

Fundamental Specifics

In comapris to the B2C sector the market performance in the B2B sector refers to
heterogeneous services with a different level of complexity, individuality and risk.
Consequently, the nature of the service needs to be considered within B2B brand
management (cf. Baumgarth 2010, p. 48; Masciadri/Zupancic 2013, p. 28).
For instance, services in B2B include:

1 commodities,
speciality goods,
low price and high price services,

standard services, and

= =4 =4 =4

services requiring explanation and interaction (cf. Baumgarth 2010, p. 48;
Masciadri/Zupancic 2013, p. 28).

In terms of the professional and organizational sourcing the following aspects

need to be considered T as shown in table 2.

Purchase done by organizations

Purchase done by private people
Derived demand based on downstream markets Original demand
Low number of demanders on the market High number of demanders on the market
Multipersonal/collective decisions (Buying Center) Monopersonal decisions
High degree of formalization Low degree of formalization
Lengthy procurement/decision making process Short procurement/decision making process
More rational and factual decision criteria More emotional decision criteria

High interaction between buyer and seller Low interaction between buyer and seller

Higher individuality in performance Lower individuality in performance

Table 2: Differences in organizational and private sourcing (cf. Baumgarth 2010, p. 48;
Burmann/Launspach 2010, p. 166f.; Masciadri/Zupancic 2013, p. 28-31)
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In contrast to the B2C sector in the B2B sector the demanders are organizations.
The B2B market is driven by a derived demand for downstream markets and the
number of demanders on the market is low. Furthermore, decisions in B2B
organizations are usually collective decisions made in the Buying Centre. This
multi-personal decision-making leads to a high degree of formalization as well as a
lengthy procurement or decision-making process. In addition, more rational and
factual decision criteria are taken into account. Finally, a higher interaction
between the buyer and the seller is necessary since the performance in B2B
mostly efforts higher individuality (cf. Baumgarth 2010, p. 48; Burmann/Launspach
2010, p. 166f.; Masciadri/Zupancic 2013, p. 28-31).

The market processes in B2B are on a long-term basis rather than one-off
transactions. They focus on long-lasting business relationships with personal
communication and interaction (cf. Baumgarth 2010, p. 48-50;

Burmann/Launspach 2010, p. 166).

In the B2B sector the communication of the market performance goes beyond
those of B2C. In B2B communications, additionally relationship management as
well as communication principles between firms are essential (Masciadri/Zupancic
2013, p. 28).

Situative Specifics

In the B2B sector 78% of the companies make use of the umbrella brand when
promoting products or services. Since the corporate culture and the brand
positioning are closely related to each other, difficulties arise at the internal
anchoring of the brand. Especially when defining differentiating brand positioning
concepts, problems occur because they need to be valid for a variety of services,

sectors and countries (cf. Baumgarth 2010, p. 48-50).

In practice it is shown that many B2B companies are technically oriented. This
causes a lack of know-how for brand management on the executive level.
Thus, the attention and commitment of the top management for managing B2B
brands is missing. Consequently, market as well as brand orientation are not
prosecuted (cf. Baumgarth 2010, p. 48-50).

Because of the low appreciation of B2B brand management and the Marketing
department in B2B organizations, low budgets are provided. Consequently,
managers are not able to implement a brand positioning with integrated
communication (cf. Baumgarth 2010, p. 48-50).
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3.1.5 The Link between Brand Identity, Positioning and Image
Brand identity, positioning and image are closely related to each other as shown in
the figure below.

Internal (company) External (stakeholders)
Competitive positioning and
activities
! .
Brand Brand 'mp'teh':;irgs“m Brand
identity positioning sommunication image

Market and communication
requirements

Figure 4: The interaction of brand identity, positioning and image (based on Esch 2014, p. 92)

On the one hand brand identity is a concept which expresses the essential
characteristics of a brand. On the other hand it provides guidance on internal
brand management (cf. Burmann/Launspach 2010, p. 159). Therefore, the identity

isaselfi mage of a brand f r owthintaltempama Thes gedf-r 6 s

image is based on the strategic orientation of the brand and describes how the
brand should be presented to external parties (cf. Esch 2014, p. 79). A brand
identity includes aspects such as:
1 brand personality,
values,
vision,

|

1

1 type of service,
1 core competences, and
1

brand origin (cf. Meffert/Burmann 2005, p. 65).

In order to define a clear brand identity, four main characteristics have to be
considered:

1 Reciprocity

1 Continuity

1 Consistency

1 Individuality (cf. Burmann et al. 2015, p. 36)
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Brand positioning is the way of transferring the brand identity to the stakeholders
which 1 s done in order to differentiate a
the positioning has to be based on:
1 the positioning of competitive brands,
1 current and future needs of stakeholders, and
1 the buying criteria of the target group (cf. Esch 2014, p. 91f,
Meffert/Burmann 2005, p. 65).

The brand identity is transferred through products, communication activities,
personal contacts and other elements of the Marketing mix to the customers (cf.
Esch 2014, p. 91f.). Via brand positioning companies try to take an advantageous
positoni n t he ¢ us tirocomparm tortheinrirals (cf. Meffert/Burmann
2005, p. 65).

In contrast to brand identity, the brand image is no management concept i it

shows an impact on the market (cf. Burmann/Launspach 2010, p. 159). Therefore,

the brand image is the publici mage of a brand from(ft he st
Esch 2014, p. 79). The brand image is a multidimensional attitude construct which

reflects the firmly established, condensed and valuable image of a brand in the
target gr o uBurénann/loaunspach 20dd, p. 162).

To sum it up, the brand identity builds the source for the brand positioning.
Through the brand positioning the identity should be brought over and
communicated to the target group. For brand positioning and communication the
competitive activities must be taken into account. Finally, the image shows if the
brand identity was clearly transferred by positioning the brand on the market (cf.
Esch 2014, p. 91).

In the pharmaceutical industry brands are likely to be managed internationally,

rather than limited to one country. Thus, international branding motives, objectives

and options need to be described.
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3.2 International Brand Management

3.2.1 Motives and Objectives to Internationalize a Brand
In general there are many motives regarding internationalization of business
activities. In practice, often a combination of different motives lead to
internationalization (cf. Berndt/Altobelli/Sander 2010, p. 7f.). The major drivers can
be categorized into:

i economic vs. non-economic,

1 offensive vs. defensive, and

1 resource-oriented, efficiency-oriented and strategically-motivated (cf.

Berndt/Altobelli/Sander 2010, p. 7; Sternad/Hofferer/Haber 2013, p. 10).

The motives are shown in the table below.

technological or qualiy lead SRR
compensation of negative domestic ) _
cyclic trends P labor market

) special know how of foreign market _

Transferring production from one
country to another to save costs

improving the image

increasing power and influence on

stabilize home market's position

overcapacity or high stock

market participants
low geographical distance development of new competences

to increase competiveness

following customers

saturation of home market

Table 3: Motives to internationalize (based on Berndt/Altobelli/Sander 2010, p. 7f.;
Sternad/Hofferer/Haber 2013, p. 10f.)

Besides the motives, the objectives of going international are:

1 extension of market position (growth, increase sales and profit),
cost savings/reduction,
risk diversification and security,

procurement advantages, and

= =4 =4 =4

image improvements (cf. Sternad/Ho6fferer/Haber 2013, p. 10f.).
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One primary objective of going international is to extend the company's market
position. This includes growth objectives as well as increasing sales and profit.
Additionally, cost savings in the field of production and cost reduction through
economies of scale are among internationalization aims. Operating in different
countries involves risk diversification and increases the security of the
organization. Lastly, international companies profit from procurement advantages

and can improve their image (cf. Sternad/Hofferer/Haber 2013, p. 10f.).

If a company decides to internationalize its brand, different strategy options can be

chosen - as described in the chapter 3.2.2 below.

3.2.2 International Branding Strategies

Brand expansion strategies are implemented for brands which show unexploited
potential turnover and revenue. Brand expansion strategies are, on the one hand,
helpful to enter new geographic areas with the brand or to add new products under
the respective brand T which is called Brand Extension (cf.
Burmann/Meffert/Blinda 2005, p. 192). For this thesis only the geographical brand
expansion will be considered.

A geographic brand expansion strategy is about extending the sales territory of a
brand into unprocessed markets. If a company notices a significant potential
turnover and revenue in a foreign market, a geographic expansion supports in
widening the brand's sales region. Three different strategies are available for a
geographic expansion of a brand: multinational brand strategy, global brand
strategy and international brand strategy (cf. Burmann/Meffert/Blinda 2005, p.
193).

Multinational brand strateqgy

Companies using a multinational brand strategy prepare for each foreign market a
new and individual brand concept. The original home market brand concept is
adapted to the country-specific customer needs. For a multinational brand strategy
all elements of the brand identity, positioning and Marketing mix including
communication, price and distribution are amended. In some cases this leads to a
total new brand development (cf. Burmann/Meffert/Blinda 2005, p. 194;
Geigenmuller 2003, p. 26). In short, a multinational brand strategy is about
managing local brands in many different countries (cf. Berndt/Altobelli/Sander
2010, p. 244).
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The advantages of this strategy are the generation of a higher turnover due to the
brand adaption and more flexibility in the case of market developments (cf.
Berndt/Altobelli/Sander 2010, p. 244f.). The multinational brand strategy is mainly
used if a company acquires additional brands which have been successful and
well positioned in certain foreign markets (cf. Burmann/Meffert/Blinda 2005, p.
194).

However, the insufficient usage of synergies in Marketing, higher complexity and
potentially missing degression effects are negative consequences (cf.
Burmann/Meffert/Blinda 2005, p. 194).

Global brand strateqy

Within the frame of a global brand strategy, companies try to implement a uniform
brand concept based on the original brand identity. Therefore, a brand is
introduced to a market without any adaption or concern for national circumstances.
Ideally a brand is set up globally with identical branding, positioning,
communication, pricing and distribution policy (cf. Burmann/Meffert/Blinda 2005, p.
195). This leads to a standardization of strategic as well as operative brand
management to the greatest possible extent (cf. Berndt/Altobelli/Sander 2010, p.
245).

According to Esch specific types of brands can make use of a global brand
strategy:
1 Brands fulfilling the same functional needs worldwide T mainly found in the
B2B sector as well as technological products such as televisions or mobiles
1 Brands appealing to a similar lifestyle or experience 1 e.g. fashion brands
or designer furniture
1 Luxury brands such as Rolex or Louis Vuitton
Brands making use of the Country of Origin Effect 1 e.g. Volkswagen
Service brands focusing on mobile customers including hotel chains or
restaurants (cf. Esch 2014, p. 385f.)

A considerable advantage of a global brand strategy are cost savings due to the
standardization of the brand identity. This way Economies of Scale can be
exploited, for example, by standardized campaigns. Moreover, global brands are
known worldwide and convey international expertise and confidence. Additionally,

a unification of a brand leads to learning effects which help the company to get
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more efficient in brand management (cf. Burmann/Meffert/Blinda 2005, p. 195;
Geigenmuller 2003, p. 26-30).

Disadvantages of a global brand strategy are the neglect of niches and country-
specific customer contact and needs. Furthermore, problems with the brand in a
country are quickly spread all over the world through media which negatively
affects the reputation of the brand (cf. Burmann/Meffert/Blinda 2005, p. 195;
Berndt/Altobelli/Sander 2010, p. 246).

International brand adaption strategy

The majority of companies pursue an international brand adaption strategy which
is described as a mixed brand strategy. The purpose of this strategy is to reach
the highest possible level of standardization of the brand's core benefit. All other
elements of the brand presentation i for example communication activities i are
adapted to local needs. This attempts to obtain cost and use benefits by
standardizing the core brand identity characteristics. Under certain circumstances,
it is possible to implement a uniform brand strategy for selected regions, for
instance, in  Europe (cf. Burmann/Meffert/Blinda 2005, p. 196;
Berndt/Altobelli/Sander 2010, p. 246).

Selection of branding strateqy

For choosing a branding strategy, several selection criteria have to be considered:
1 company's strategic direction,

1 the internationalization degree of the customers,
1 customer's demand,

1 competition's strategy,

1 market structure,

1 communication channels in the industry,

1 cost reduction capabilities (synergy effects), and
1

legal regulations in foreign countries (cf. Recklies 2001, p. 1f.).

For international branding strategies the Country of Origin can be an effective tool

to strengthen a product's image through the country where it comes from.

3.2.3 Country of Origin Effect
The Country of Origin can be used within a branding strategy. If there is a Country-
of-origin-Goodwill - which means that the country labeling 'Made in..." is connected

to a positive image - the Country of Origin will gain additional acquisition potential
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(cf. Berndt/Altobelli/Sander 2010, p. 246). According to Thakor and Kohli the
Country of Origin is described as: "The place, region or country to which the brand
is perceived to belong by its customers" (Thakor/Kohli 1996, p. 27).

The Country of Origin Effect (COO) is the "differential consumer response to a
product, due to the country that is perceived as its source" (Baack/Harris/Baack
2012, p. 166f.). Companies make use of the Country of Origin Effect by positioning
a product in connection with the country of production. The customers hold a
certain attitude to products or brands from different countries. Those perceptions
can be an important aspect for the decision-making process or can be an
influencing factor (cf. Kotler/Keller/Opresnik 2017, p. 299f.). The Country of Origin
has an influence on:

customer's brand evaluation,

perception,

preferences,

choices of a particular brand, and

= =2 4 4 -

purchasing behavior (cf. Cristea/Capatina/Stoenescu 2015, p. 423f.; Rasha
2015, p. 70).

The COO can have different effects on brand positioning:

1. Positive effect: The COO can deliver a competitive advantage and can create
a favorable brand image. A country with a positive image positively affects the
brand's perceived positioning by reducing the perceived risk and acting as a
guarantee. On that way the COO can have an influence on the buying decision
process of organizations (cf. Cristea/Capatina/Stoenescu 2015, p. 422f.). In
addition, the perceived brand origin can have a positive impact on consumer
perceptions of quality and familiarity with the product (cf. Thakor/Kohli 1996, p.
27).

2. Negative effect: The COO can also negatively influence the brand's
positioning. This happens if the associations of a product category and country
images are unsuccessful due to incongruent positions in the customer's minds
(cf. Cristea/Capatina/Stoenescu 2015, p. 423). The image of a country strongly
depends on country related economic, socio-cultural, political and technological
factors. Customers tend to have a negative attitude of products manufactured

in underdeveloped countries. In this case emphasizing the product's origin
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could lead to product avoidance by the customer (cf. Chuin/Mohamad 2012, p.
14).

3. Neutral effect: The COO is not influencing the customer (Baack/Harris/Baack
2012, p. 167).

3.3 Specifics in Pharma Marketing and Branding

According to a study carried out in 2015 on the consumer buying behavior of
medicine products, the brand name is after the efficacy of the drug the second
most important purchasing criteria followed by pricing on the third place (cf.
Gyaneshwari 2015, p. 135). Additionally, whenever a customer has to choose
between a well-known branded medicine and an unknown one, he tends to buy
the former. Therefore, branding in the pharmaceutical sector is a primary driver of

customer's purchase decision (cf. Kumar/Naik 2006, p. 6).

To get a better understanding about branding in the pharmaceutical B2B sector, it
is essential to get an overview of the pharmaceutical B2C branding - derived
demand. Thus, in this chapter the pharmaceutical industry is clearly defined and

the difference in pharmaceuticals and consumer goods branding is shown.

3.3.1 Delimitation and Definition of Pharmaceutical Industry

The importance of the pharmaceutical industry and its products increases due to
the higher lifespan as well as the need for prevention of new diseases. While 100
years ago human's average life expectancy was at 40 years, the average life
expectancy rose to 70 years by now. The reasons are improved hygienic
conditions, higher quality of food as well as effective drugs as basic medical care
(cf. Fischer/Breitenbach 2013, p. 9).

The pharmaceutical industry is divided into six different industry sectors:
Research industry

Biotechnology sector

Generic industry

Contract Research Organizations and Drug Delivery

Medical technology industry

=4 =2 =4 4 A4 -

Distributors of medicines (cf. Fischer/Breitenbach 2013, p. 28-41;
Bergmann 2018, p. 1)
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Companies operating in the pharmaceutical research sector focus on the
development, production and marketing of new active ingredients including Over-
The-Counter (CTO) medicine, nutrition, consumer health, animal health or
specialty chemicals. The biotechnology sector uses biological systems for
production, provision of services or environmental management in the
pharmaceutical sector. Since 1970 genetic engineering has been in the center of
interest. Producers of generic drugs sell medicines with the same active ingredient
and dosage as the original drug. Contract Research Organizations (CRO)
provide parts of drug manufacturing as a service on the base of a licensing
business. On this way CRO's support other pharmaceutical manufacturers in
developing new active substances which is called Drug Delivery. The medical
technology industry deals with principles of engineering specialized in the area
of medicine for instance prostheses, therapy and diagnostic device. Medicine
distributors such as pharmaceuticals wholesaler and pharmacies are responsible
for selling the drugs (cf. Fischer/Breitenbach 2013, p. 28-41; Bergmann 2018, p.
1). For this thesis the pharmaceuticals industry is defined as all drug

manufacturers operating in the research and generic industry.

In addition, it is important to create a common understanding of how medical
products are defined. According to the EU Directive 2001/83/EC of the European
Parliament and Council a medical product is:

"(a) Any substance or combination of substances presented as having properties
for treating or preventing disease in human beings; or

(b) Any substance or combination of substances which may be used in or
administered to human beings either with a view to restoring, correcting or
modifying physiological functions by exerting a pharmacological, immunological or
metabolic action, or to making a medical diagnosis" (EU Directive 2001/83/EC
2001, p. 10).

3.3.2 Differences in Pharmaceuticals and Consumer Goods Branding

In the pharmaceutical industry brands represent a competitive advantage helping
companies to maximize their Return On Investment (ROI) and inhibiting the growth
of generics (cf. Schuiling/Moss 2003, p. 367).

So far branding has not been embraced by the pharmaceutical industry to the
extent of the Fast Moving Consumer Goods (FMCG) sector. In reality, people

working in the pharmaceutical industry have not realized that they are not just
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managing products but managing brands. Indeed, pharmaceutical products deliver
tangible T a certain efficacy i and intangible benefits such as trust, relief or
happiness. Especially now, where product performance is getting similar, generics
are entering the market and the competitive environment intensifies,
pharmaceutical products need to be differentiated from competition (cf. Al-
Hasan/Thomas/Gillet 2015, p. 36-38).

Many researchers investigated similarities in the structure of the FMCG and
pharmaceutical industry, along with differences in branding. Branding in the FMCG
industry is further advanced in its execution and ten years ahead that of the
pharmaceutical industry (cf. Al-Hasan/Thomas/Gillet 2015, p. 37). Peter Wilson,
Group Marketing Manager at Pfizer, stated: "We are focused on personalities for
our brands and treating them like FMCG products, using a wide range of
marketing techniques" (Al-Hasan/Thomas/Gillet 2015, p. 37). Furthermore, brands
generate trust, which is an important aspect for medicine products which have an
impact on human health. This indicates that if a medicine brand can convey
confidence-building attributes, customer loyalty will occur similar to the FMCG
industry (cf. Al-Hasan/Thomas/Gillet 2015, p. 36-38). But there is one key
difference between FMCG and pharmaceutical branding. Pharmaceutical brands
have a limited life time as they go off patent after 7 years from market entry. Thus,
it is not worth investing a lot of money into building brands in comparison to the
FMCG sector. This is also the reason why product brands in the pharmaceutical
industry are strongly connected to the company brand (cf. Schuiling/Moss 2003, p.
372).

As the pharmaceutical industry differs from many other industries, the supplier
management process as well as the buying process and buying centre shows

some particularities.

3.4 Supplier Management & Buying Behavior in Pharma
Facilities

3.4.1 Supplier Management Process in Pharmaceutical Organisations

Supplier Management in the pharmaceutical industry differs from other industry

segments due to the high quality standards or rather high requirements for

protecting the patient. The Supplier Management Process in pharmaceutical
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facilities consists of 4 steps, as shown in the graph below (cf. Bergmann 2018, p.
41f.).

4. Risk and Contract Management

1. Supplier 2. Supplier 3. Supplier
Selection Assessment Development

Figure 5: Supplier management process in the pharmaceutical industry (cf. Bergmann 2018, p. 42;
Appelfeller/Buchholz 2011, p. 73)

The first step Supplier Selection is about finding, choosing and qualifying new
suppliers (cf. Bergmann 2018, p. 41). Basic information about potential suppliers
are collected while analyzing the procurement market. But these information
channels are not sufficient for a well-founded assessment of the supplier's
performance (cf. Appelfeller/Buchholz 2011, p. 72). In addition, database analysis,
purchasing consultants, web search, information from associations and supplier
portals are ways to find new pharmaceutical suppliers. Supplier filtering and
segmentation is done by country as well as by certificates. If a supplier comes into
the short list, the companies are pre-qualified by a survey including detailed
information about:
1 the company,
the product,

1
1 the production process and materials,
1 certificates, and

1

cooperating distributers (cf. Bergmann 2018, p. 42-44).

In the early stages, written, standardized questionnaires are used for supplier
surveys i also called supplier self-assessment. This basic assessment can be
carried out at low cost and it takes little time (cf. Appelfeller/Buchholz 2011, p. 73).
As a rule, the most important candidates are checked by a supplier and products
audits on-site. If the result of the audit was satisfactory, the supplier is asked to
provide samples of at least three different batches including analysis certificates.
Afterwards, the samples are analysed and the result is compared with the
provided analysis certificates. If the customer is satisfied with the results, offers
and quality assurance agreements are developed. (cf. Bergmann 2018, p. 44).
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For the Supplier Assessment the documentation of
1 supplier qualifications and validation,
1 negotiations and procurement,
1 fulfilment of a contract, and
1

notifications of defects is essential (cf. Bergmann 2018, p. 45).

In addition, the company needs to define how often suppliers are assessed, which
Key Performance Indicators (KPI's) are looked at and who is authorized to sign the
assessment. Supplier assessments can be executed with external parties as well
as internally based on information of in-house purchase systems. External supplier
assessments can be bought for each supplier separately at service providers such
as Bisnode or Genios. Internal supplier assessments depend on in-house
measured values derived from procurement systems (ERP) and accounting
systems (SAP) (cf. Bergmann 2018, p. 45-47).

The information and result of the supplier assessment build the base for a
successful Supplier Development (cf. Appelfeller/Buchholz 2011, p. 96). Supplier
development is implemented if the performance is not satisfactory or if there are
shortcomings T complaints or contract infringements i in the cooperation with the
supplier. Supplier development actions are based on the controlling loop and
developed in the case of actual/target deviations. Therefore, the controlling loop is
the foundation of efficient purchasing management in the pharmaceutical industry
(cf. Bergmann 2018, p. 49).

[ Setting Goals

N

-

l Taking

countermeasures
and monitoring

[ Planning

S

Figure 6: Procurement controlling i control loop (based on Bergmann 2018, p 49)

Measuring

actual/target
deviation
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Firstly, the procurement targets and KPI's are specified in order to be able to
measure the goals. Afterwards, a plan is set up how the goals can be reached.
Subsequently the target/actual values are reviewed in predefined intervals,
discussed and rated within a management meeting. If there is a deviation, action
plans and correcting measures are set up. Those measures are equipped with
clear defined goals, time frame for goal achievement as well as person in charge.
By means of the annual result and the company goals for the upcoming year are
developed i the process begins anew. On that way, pharmaceutical companies
are able to evaluate, either keep and develop, or phasing out suppliers (cf.
Bergmann 2018, p. 49).

The last step of the pharmaceutical supplier management process contains Risk
and Contract Management. Procurement risks can be divided into:

1 supply risk,

1 risk of changing conditions, and

1 compliance risk (cf. Bergmann 2018, p. 53).

Examples for possible risks in pharmaceutical procurement are frequently related
to:

product quality,

adherence to delivery dates,

default risk,

price trend,

dependence on suppliers,

compliance with the legislation, and

=4 =4 4 A4 -4 A

control of transactions (cf. Bergmann 2018, p. 53f.).
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A common approach for risk management in the pharmaceutical industry is the

risk portfolio (cf. Bergmann 2018, p. 53f.).
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Figure 7: Risk portfolio for the pharmaceutical industry (Bergmann 2018, p. 55)

Thereby, risky events are valued in accordance with the parameters possibility of
occurrence as a percentage and extent of damage in Euros. These two
parameters build the axes of a matrix which are both divided into 3 sections: high,
middle and low. Categories of the possibility of occurrence are once a month
(high), once a year (middle) and once every 10 years (low). Categories of the
extent of damage are defined as >10% of the annual turnover (high), 2.5-10% of
the annual turnover (middle) and <2.5% of the annual turnover (low). Thereby,
every event is evaluated with 1 to 3 for both units of measure and a matrix with 9
fields including different actions is the outcome (cf. Bergmann 2018, p. 54f.).

Before purchasing at a new supplier, contract details need to be negotiated. In the
pharmaceutical industry orders can be made via purchase contracts or framework

contracts (cf. Bergmann 2018, p. 59).

As brand positioning aims at influencing the target group, detailed knowledge
about the buying processes and behavior within the buying centre is needed.
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3.4.2 Industrial Buying Process in the Pharmaceutical Industry
Pharmaceutical companies set up their pharmaceuticals production plans
annually. Therefore, suppliers have to have a detailed knowledge of the timing of
the customer's purchasing cycle (cf. Berkowitz 2016, p. 183). In order to give an
overview of structures, processes and content of organizational buying behavior,
the Buygrid Model of Robinson, Faris and Wind is introduced.
In 1967 Robinson, Faris and Wind introduced 8 steps for managing and analyzing
the industrial buying process. The steps are part of the Buygrid Model and
describe 8 different buying phases within organizations (cf. Robinson/Faris/Wind
1967, p. 14):

1. Recognition of the organizational problem
Determination of the demand specification
Description of the product specification
Search for suppliers
Request and analysis of offers
Evaluation and selection of suppliers

Details of order information

© N o g A~ Wb

Performance feedback and evaluation (cf. Robinson/Faris/Wind 1967, p.
14f.; Kotler/Keller/Opresnik 2017, p. 248-255)

The buying process starts with the recognition of an organizational problem which
can be solved by buying products or services. The problem can be determined
internally (e.g. employees) or externally (e.g. suppliers at shows). Consequently,
the buyer defines the characteristics of the product as well as the amount needed.
Afterwards, the buyer looks for potential suppliers and requests offers. The offers
will be analyzed which leads to a narrow choice of suppliers. The buying centre
defines the necessary features of the supplier on which the decision is based.
After selecting the supplier, the buyer negotiates with the supplier and sets up the
order details. The order includes the technical specifications, the amount, the date
of delivery, the take-back guarantee as well as the warranty. Periodically, the
buyer monitors the performance of the supplier and decides whether the
relationship to the supplier is maintained, changed or quitted (cf.
Kotler/Keller/Opresnik 2017, p. 248-255). Whether every step in the buying
process is covered, depends on three different buying situations found in the
pharmaceutical industry: Initial purchase, modified rebuy or straight rebuy (cf.
Kotler/Keller/Opresnik 2017, p. 247; Berkowitz 2016, p. 184).

28



1. Initial Purchase/New Task Buying: For new purchasing situations the buyer
seeks a huge amount of information to find out the alternatives to solve the
organizational problem. The higher the costs or the perceived risk in a
purchase situation, the higher the need for information. In addition for risky
purchase decisions, the number of the participants in the buying centre
increases (cf. Robinson/Faris/Wind 1967, p. 21; Berkowitz 2016, p. 184).

2. Modified Rebuy: Through a modified rebuy, a company wants to replace a
product which is in use within a company. In this case, the buying centre
requires fewer participants and strives for quicker decision making than for new
tasks. Changes are made either to price or to product specifications (cf.
Robinson/Faris/Wind 1967, p. 21; Berkowitz 2016, p. 184).

3. Straight Rebuy: A straight rebuy means to buy routinely a product and reorder
it without any modifications. As long as the buyer is satisfied with the delivery,
quality and price of the products, he or she will stay with the supplier. Straight
rebuy situations rarely involve buying centre members and do not require
negotiations. New suppliers are taken into consideration, if these conditions
change (cf. Robinson/Faris/Wind 1967, p. 21; Berkowitz 2016, p. 184).

The 8 buying phases and the three different buying situations matched together
form the Buygrid Model. In this model the buying process varies depending on the

level of repetition of a buying situation (cf. Robinson/Faris/Wind 1967, p. 22f.).

Buying situations

Buying phases

New Task Modified Rebuy Straight Rebuy
1. rec:?gn!tlon of the Yes Possibly No
organizational problem
2. determlnatl.on ofthe Yes Possibly No
demand specification
3. de.scrlp.tlon of the product Yes Yes Yes
specification
4. search for suppliers Yes Possibly No
5. requestand analysis of Yes Possibly No
offers
6. evalu:eltlon and selection Yes Possibly No
of suppliers
.?' dETa"? of order Yes Possibly No
information
8. performa.nce feedback Yes Yes Yes
and evaluation

Table 4: Buygrid Modell (based on Kotler/Keller/Opresnik 2017, p. 248)
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In a totally new buying decision all 8 steps of the buying process are covered. In
the case of a Modified Rebuy and a Straight Rebuy only the product specification
as well as the performance evaluation of the supplier are carried out. For the
Modified Rebuy the other six steps can be part of the buying process but can also
be skipped. For the Straight Rebuy the other six steps are not part of the buying
process (cf. Kotler/Keller/Opresnik 2017, p. 247f.).

In addition, the procurement process as well as the structure of the buying centre
depend on product and situational characteristics. Especially the perceived risk
has a strong influence on the buying process, buying centre as well as the
procurement decision. For reducing the perceived risk, the buying centre members
are intensively searching for information and lengthening the buying process.
Furthermore, more people from different departments and hierarchical levels are

involved in the buying centre (cf. Rolfes 2007, p. 21f.).

In the pharmaceutical medicine industry, the departments which are involved in a
buying decision are:

f Management

1 Purchasing Department

1 Research & Development

1 Quality Control

1 Quality Assurance (cf. Berkowitz 2016, p. 183)
Since every decision within a company is made by humans, also the personal
influence has to be taken into account for brand positioning. Thus, the Buying
Centre model is described, which considers individuals within an organizational

buying process.

3.4.3 Buying Centre in Pharmaceutical Organisations

Webster and Wind describe the unit responsible for B2B purchases within an
organization as a 'Buying Centre'. It consists of a group of people within an
organization, who are involved in a purchase decision process (cf. Webster/Wind
1972, p. 17). The Buying Centre is formed in order to deal with future procurement
situations with the aim of finding the best suitable solution for a company (cf.
Backhaus/Voeth 2014; p. 45). In most cases, the Buying Centre is an informal
group within an organization which only consists for a specific purchase decision
(cf. Rolfes 2007, p. 17).
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People within the buying centre have different roles and core competences (cf.
Backhaus/Voeth 2014; p. 45). It may occur that one person has several roles or
more people take over one function (cf. Webster/Wind 1972, p. 17f.). In addition,
some roles might not exist or are relevant in different phases during the buying

process (cf. Kilian 2018).

According to Webster/Wind five different roles exists:

1. Buyer: This Buying Centre member is usually situated within the
procurement department of a company and is responsible for selecting
suppliers and entering into a contract,

2. User: After a purchase decision this person is working with the product or
service,

3. Influencer: Influencer are members of the Buying Centre who are not
actively involved in the decision making but directing the procurement
process with informal influence,

4. Gatekeeper: This person manages the flow of information into and within
the Buying Centre and thus influences the buying process indirectly, and

5. Decider: The task of this person or these persons is to finally take the
decision to purchase. This role is often fulfilled by the executive board since
it is a power position within the buying centre (cf. Webster/Wind 1972, p.
17; Haehnel 2011, p. 31; Kilian 2018).

Bonoma complemented the roles concept of Webster/Wind with an additional role:

6. Initiator: This person recognizes that an investment improves the current

state and instigates consciously the procurement process (cf. Haehnel
2011, p. 32).

The purchase decision of Active Pharmaceutical Ingredients (API) and packaging
materials requires direct involvement of the Top Management and purchase
manager (cf. Venugopal/Krishnaraj 2015, p. 53). Therefore, in the pharmaceutical
industry the main participants in the buying centre are the firm's medical director,

financial officer and the procurement director (cf. Berkowitz 2016, p. 182).

In pharmaceutical companies the roles of the buying centre members are taken by

the following persons:
1 Buyer: In straight rebuy situations the buyers are purchasing agents who
are not consulting within the buying centre. Otherwise, the buyers within
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pharmaceutical companies are the president of the medical group or the
chief financial officer,

1 User: The employee representative and machine operators are often
included in the buying centre to provide the user perspective. They are
judging the health plan regarding convenience and patient responsiveness,

1 Influencer: The chief financial officer is the major influencer in
pharmaceutical organizations. This person takes care of the financial details
and of contracts that are signed. In addition, influencers are technical
experts like R&D manager, production manager, quality control manager,
quality assurance manager,

1 Gatekeeper: The gatekeepers are often the secretary acting as a 'physician
gatekeeper'. Moving beyond the gatekeeper is a challenge for the sales
representatives to arrange an appointment or get access to a company,

71 Decider: In the pharmaceutical industry this role varies, depending on the
costs of the purchase or the risk to the organization. Often this function is
taken by the director of purchasing. Furthermore, machine operators take
the role of the Decider, and

1 Initiator: The initiator can be an individual or group of individuals from
different departments (cf. Berkowitz 2016, p. 182; Venugopal/Krishnaraj
2015, p. 52f.).

Brand positioning aims at influencing the perception and behavior of the target
group. To achieve that, a detailed knowledge of buying processes and behavior is
needed. In the end, all decision within a company are made by humans i

individual as well as group decisions (cf. Bausback 2007, p. 14).

Aln the final analysibehavilowrgiani zatdi endldl
(Webster/Wind 1972, p. 88). The quotation makes clear that for B2B brand
positioning individuals have to stay in focus. Not only the role, position and
function within the buying centre is essential, but especially the impact intensity on
decisions. The higher the formal and informal power position of the individual, the
higher the personal influence on decisions will be. Therefore, the personal attitude
of these individuals concerning product alternatives is important (cf. Bausback
2007, p. 13). The personal attitude of individuals is influenced by emotions, which

can be transmitted through brands, pictures and storytelling (cf. Bermond 2016).
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4 Brand Positioning in B2B context

Typically B2B customers perceive offers as a bundle of attributes, which are all
associated with a certain level of benefit and risk. Thus, companies are developing
brand positioning concepts in order to create additional benefits for the customers.
Ideally, the supplier chooses a brand positioning, which creates an additional
value to a relevant feature in order to facilitate the decision-making for the

customer (cf. Burmann/Launspach 2010, p. 184f.).

4.1 Definition of Brand Positioning

According to Kotler brand posiidtheoactiaig i s
designing the companyb6s offering and i mage
distinct competitive position in the target customersdbmi nds o ( Kot l er 1997
According to Ries/Trout brand positioning means:i Posi t i oni ngesthey pi c all
mental image which a product or service projects in a target market in relation to

the i mages of ot her products or services
1981, p. 5f.). "Positioning is what you do to the mind of the prospect. That is, you

position the product in the mind of the prospect” (Ries/Trout 2001. p. 2).

Brand positioning is described by Esch as distinguishing the own brand from its
competitors. Differentiating from competition means that a brand creates a unique

and distinctive profile in the customer's subjective perception. The chosen
positioning features need to comply with the wishes and needs of the target group

and have to be relevant for them (cf. Esch 2001, p. 233).

This thesis is based on the definition from Ries/Trout, because for them brand

(

positioning aims to distinguish the product

from competition.
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4.2 Brand Positioning Process

The positioning process consists of five sequential steps as shown in the figure

Brand Positioning Objectives
Brand Positioning Strategy

below:

Brand Positioning Ideas
Implementation of Brand Positioning
Brand Positioning Controlling

Figure 8: Five-step brand positioning process (based on Esch 2001, p. 233; Bausback 2007, p. 88)

At the beginning of a brand positioning concept, the objectives are defined.
Positioning goals are the starting point of a brand positioning concept and build the
basic thrust for the positioning strategy as well as implementation. After stating the
objectives, the appropriate positioning strategy needs to be selected in coherence
with the positioning objectives. Afterwards, positioning ideas are created and
implemented through concrete actions 1 for example communication measures.
The last step in the positioning process are controlling measures, which help the
company to monitor the success of the brand positioning concept (cf. Esch 2001,
p. 233-265; Bausback 2007, p. 88).

4.3 Information Base for Brand Positioning

Strategic brand management requests a huge information base about the
company and the company environment in order to make decisions. Therefore,
before starting to develop a brand positioning concept, extensive market research
needs to be carried out, including the following analysis:

1 Self-analysis

1 Market analysis

9 Customer analysis

1 Competitor analysis

1 Industry analysis (cf. Kotler/Pfoertsch 2006, p. 164; Grof3klaus 2015, p. 36)
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By the customer analysis data about the customer's wishes and needs have to be
collected. In addition, the driving forces for buying decisions as well as the buying
criteria are relevant for the brand positioning concept. Regarding the competition,
especially the positioning of rivals needs to be analyzed in order to be able to
differentiate. Finally, the strengths, ability and characteristics of the own brand and
company has to be identified and taken into account for the brand positioning
concept (cf. Bausback 2007, p. 92; Sander/Ratsch 2003, p. 118).

4.4 Brand Positioning Objectives

The objective of brand positioning is, on the one hand, to achieve a dominant
position in the customer's mind by anchoring the brand benefit. This means to
transfer the brand values to the target group which meet the customer's ideal
conception. On the other hand, the highest possible differentiation from
competition is the aim of brand positioning. Via prominent performance features or
psychological added value a Unique Selling Proposition (USP) in comparison to
competition has to be reached at the target group (cf. Burmann/Launspach 2010,
p. 171; Bausback 2007, p. 89).

Positioning objectives are further divided into pre-economic and economic. Pre-
economic goals T also called behavioral or psychological goals i of brand
positioning refer to the target group. For instance activation, a high level of
awareness, positive attitude and image, perceived uniqueness and differentiation
or a profitable unique position in comparison to the competition belong to pre-
economic goals. Economic objectives of brand positioning affect the company and
include, for example, a high sales volume, high prices, high market share as well

as high margins, revenue and profit (cf. Bausback 2007, p. 89f.).

There are two different ways of how br ands can be posi

mind T either reactive or active.

4.5 Reactive and Active Positioning Models

Positioning models demonstrate the positions of brands from the target group's
point of view (cf. Esch 2014, p. 126). They represent the subjective perceived
position of the own brand in relation to the competitive brands. This comparison

takes two or more positioning characteristics into account, which are relevant for
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the target group. Therefore, positioning models illustrate the memory structure of

customers regarding a brand in a product area (cf. Esch 2001, p. 236).

Reactive Positioning Models

The reactive positioning model is a classical positioning model which is based on
current, articulated customer's needs. In the model it is assumed that the
customers buy products, services or brands whose characteristics best meet their

current needs (cf. Burmann et al. 2015, p. 114).

Starting point Instrument Objective
| | l
Articulated Classical Bundle of Generation of profit
ifets market marketing through constant
SIS e research activities customer satisfaction
I |

Figure 9: Reactive Positioning Model (based on Haedrich/Tomczak/Kaetzke 2003, p. 53)

As shown in the figure above, a reactive positioning model starts with an
articulated customer wish. Through a classical market research this articulated
need can be detected, and build the base for the marketing activities. The

perceptual map is a reactive positioning model which is described in chapter 4.7.2.

Active Positioning Model

In many markets it is not sufficient to focus on customer's existing needs and
wishes. Consequently, it is necessary to identify and adjust the marketing activities

to latent customer needs.

Starting point Instrument Objective
Latent customer
needs |
Explorative Bundle of Generation of profit
179 market marketing through constant
research activities customer satisfaction
Ideas for solving
the problem L ?

Figure 10: Active Positioning Model (based on Haedrich/Tomczak/Kaetzke 2003, p. 53)

The active positioning models start with a latent customer need and ideas how the
problem can be solved. This latent customer need has to be detected through

explorative market research and directly influences the marketing activities.
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Active positioning is about finding out an attribute which is unknown to the
customer but relevant for the customer's buying decision. Based on that attribute,
the brand positioning is established (cf. Haedrich/Tomczak/Kaetzke 2003, p. 53;
Burmann et al. 2015, p. 114). According to Ries/Trout it is preferable to select a
strategy that defines a new market because only then a real competitive
advantage can be created (cf. Ries/Trout 1986, p. 80). A differentiation of the two
types of positioning models is necessary for the further positioning process.
However, it is crucial to find a balance between reactive and active positioning (cf.
Burmann et al. 2015, p. 114).

After defining the positioning objectives, companies have to choose a positioning
strategy.

4.6 Brand Positioning Strategies

4.6.1 Positioning Strategy by Esch

According to Esch the selection of a positioning strategy is based on the
positioning objectives as well as the actual position and target position of a brand.
Therefore, the goal of the positioning strategies is to reduce the perceived
distance between the customer's ideal image and the own brand. To close this
gap, Esch suggests the following strategies i shown in the graph below (cf. Esch
2014, 137f.).

Positioning strategies
|
v v
Old positioning space New positioning space
|
v v v v
Preservation Adaption Influence Extensive I_\l_ew-
of position strategy strategy strategy pesitfening
strategy
[
Combination
{ J
Repositioning

Figure 11: Positioning stratgies by Esch (based on Esch 2014, p. 139)
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As shown in the figure above, Esch defined three fundamental positioning
strategies:

1. Preservation of the brand positioning

2. Repositioning of the brand

3. New positioning of the brand (cf. Esch 2001, p. 247)

It is suggested to keep the brand positioning if the actual brand positioning
complies with the ideal image of the target group and is not used by another
brand. The marketing measures should be adjusted with time and environmental
changes without changing the brand identity and image (cf. Esch 2014, p. 139).
The repositioning of a brand is useful if the actual brand positioning is too far
from the ideal of the customer. In the 'old positioning space' it can be selected
between the adoption as well as influence strategy. For these two strategies the
core target group as well as the positioning features stay the same. The difference
is that the adoption strategy aims to adapt the actual position to reach the ideal
position. In comparison the influence strategy tries to change the ideal of the
customers. In the 'new positioning space' an additional repositioning strategy is
defined i the extensive strategy. For this purpose parts of the old positioning stays
the same, being complemented by additional characteristics (cf. Esch 2014, p.
139f).

The new positioning of a brand is recommended if the core characteristics are
not associated with the brand. This indicates that the actual positioning of the
brand is far off the ideal of the target group. Consequently, the brand should be
positioned in a new positioning area by selecting new positioning characteristics
as well as target customers (cf. Esch 2014, p. 140).

4.6.2 Competitive Positioning Strategies
Competitive positioning strategies have been developed by Ries/Trout - Marketing
Warfare - and Kotler. In this chapter, both strategy approaches are combined as

they are very similar.

Competitive positioning strategies point out different ways to position a product or
service, a brand or a company (cf. Ries/Trout 1997, p. 5). Not all companies have
the same position in the market. The positions of firms depend on the market
share they occupy (cf. Bangladesh Open University 2017, p. 239). Thus, at the
beginning a company has to objectively find out its position in the market in
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comparison to its competitors. Additionally, the company has to analyze and
understand the customer and the ongoing 'war' on the market (cf. Ries/Trout 1997,
p. 5-8).

Kotler defined 4 positioning strategies including the market leader, market
challengers, market followers and market nichers (cf. Kotler/Armstrong 2014, p.
531).

Focus: on company Focus: on competition

Market Market
Leader Challenger

Push
boundaries

Market Market
Nicher Follower

Stay within
boundaries

Figure 12: Competitive Positioning Strategies by Kotler (based on Kotler/Armstrong 2014, p. 531)

Ries and Trout defined 4 strategies including:
1 defensive strategy,
1 offensive strategy,
1 flanking strategy, and
1 querrilla strategy (cf. Ries/Trout 1997, p. 6).

Now the two competitive positioning strategies are combined and each of the 4

strategy approaches is explained.

The Defensive strateqy for the market leader

According to Ries and Trout market leaders should implement a defensive
strategy (cf. Ries/Trout 1997, p. 55). The market leaders occupy the largest share
of the market. The market leader has a solid position in the customer's mind for a
certain product category and put high effort and resources in defending its market
position (cf. Ries 2001, p. 19). This does not mean that they have been first to the
market. They are pioneer brands, which can be surpassed by other brands taking
over the leader position (cf. Gunelius 2017). Therefore, the market leader should
follow a defense strategy that protects it from its competitors (cf. Bangladesh Open
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University 2017, p. 241). The Defensive strategy in the Marketing Warfare concept
include three basic principles:

1. The Defensive strategy should only be selected by the market leader,

2. The best way to make use of the Defensive strategy is to attach yourself by
introducing new products or services which are superior in comparison to
the existing ones, and

3. Strong moves of the competition needs to be blocked before competitor
gets established (cf. Ries/Trout 1997, p. 55-66).

These three principles are easy to learn but difficult to put into practice. Being the
leader means that customers perceive the company as the leader. Therefore,

customers create and define the 'true' category leader (cf. Ries/Trout 1997, p. 55).

The Offensive strateqgy for the market challengers

This approach is recommended for companies which keep the second or possibly
third position in the market (cf. Ries/Trout 1997, p. 68). The aim of the market
challenger is to reach for the leader's position and try to increase its market share
through offensive strategies (cf. Bangladesh Open University 2017, p. 249). The
market challengers are looking for differentiators which can be transferred to the
target group through marketing programs (cf. Gunelius 2017). Ries and Trout
defined three principles for the offensive strategy:

1. As a challenger on the second or third position it is recommended to focus
on the competitor's strengths, rather than focusing on the own strengths
and weaknesses,

2. The weaknesses of the leader's strengths have to be identified, not the
weakness in the leader's position, and

3. The weakness of the leader's strength should be attacked by the challenger
as narrow a front as possible. The aim is to find a mental spot through
which the challenger can attack the leader in the prospect's mind. The
challenger should concentrate on this single spot and attack it. (cf.
Ries/Trout 1997, p. 67-81).

The offensive strategy is about taking the market share from the rivals in order to
improve the company's competitive positioning (cf. Bangladesh Open University
2017, p. 241, 249). Their intention is to weaken the leader, which is hardly
possible if the leader occupies the first position in the customer's mind (cf.
Ries/Trout 1997, p. 70).
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The Flanking strateqy for the market follower

The Flanking strategy is an indirect approach to attack the competitor (cf.
Ries/Trout 1997, p. 83). The market follower is not looking for branding
differentiators like the challenger. The market follower imitates the market leader's
strategy (cf. Kotler/Armstrong 2014, p. 531-532). Thereby, the follower has to
identify a weakness in the competitor's positioning. It is recommended to start
operating in a niche, in which the rival has a weak positioning. Later on, the mass
market can be entered (cf. Ries/Trout 1997, p. 83-99). Ries and Trout highlighted
three principles for a Flanking strategy:

1. For the brand a new category should be created to position the brand as a
first in a segment. The Flanking approach works best in an uncontested
field where there is no direct competition with the market leader,

2. Flanking attacks are about surprising the rivals. Based on that, the market
leader faces troubles in using its resources for counterattacking the action
before it gathers momentum, and

3. After finding or creating a new category, the company should focus on this
area and continue consolidating the established position (cf. Ries/Trout
1997, p. 83-99).

To be able to surprise customers through the Flanking strategy, no information
about the flanking action should be provided beforehand. As a result, the time-to-
market period has to be shortened without testing. In addition, for Flanking
strategies it is important to be first in the prospect's mind. In this case, the
company does not necessarily need the better product, but a better brand. This is
achieved by differentiating the brand from competition to be first in the customer's
mind (cf. Ries/Trout 1986, p. 90f.; Ries/Ries 2009b, p. 10-13).

The Guerrilla strateqy for the nicher

The Guerrilla strategy can be applied by companies acting in a niche. To make
use of guerrilla techniques, the products and also the positioning has to differ
considerably from the leader (cf. Ries/Trout 1997, p. 101-116). A market nicher
aims to dominate a little part of the overall market. This makes them focusing on
their own strengths, weaknesses and position. Market nichers are typically smaller
companies that cannot compete with the market leader (cf. Kotler/Armstrong 2014,
p. 531-533).
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Ries and Trout identified the following three principles for a Guerrilla strategy:

1. For the guerrilla tactic select a segment or niche which is small enough to
defend it with the available resources,

2. The company should stick to its lean route and not act like the leader.
Adjusting the techniques to the competitor can be destructive, even if the
guerrilla actions are successful, and

3. Niche players profit from their ability to quickly react to environmental
changes. If the market is declining, small companies have the possibility to
exit the market without big losses (cf. Ries/Trout 1997, p. 101-116).

To get a clear picture of the four competitive positioning strategies, it can be
summarized that the market leader makes use of the Defensive strategy. The
Offensive strategy is chosen by the second or the third in the market. This
company tries to find a weakness in the market leader's strengths and attacks it.
The Flanking strategy intends to identify a weakness in the competitor's
positioning and indirectly attacks the competitor through its weakness in a niche.
Later, the Flanking strategy can be rolled out for the mass market. Guerrilla
strategies are applied by companies which are operating in a niche and have
better products than the competitors. These companies stay within their niche, not

willing to enter the mass market.

4.6.3 Selection of Positioning Strategy
For this thesis three different positioning strategies have been introduced:
1 Positioning Strategies by Esch

1 Competitive Positioning Strategies by Ries/Trout and Kotler

The positioning strategies by Esch aim to reduce the perceived distance between
the customer's ideal image and the own brand. The competitive positioning
strategies consist of four different strategy options including defensive and
offensive strategies as well as niche strategies.

For this thesis the competitive positioning strategies of Kotler and Ries/Trout will
be considered further as the strategy approaches clearly define the actions which
have to be taken under certain circumstances. Based on the market research
results, the final decision on the strategies can be made.

For the competitive positioning strategies the relative power on the market is the
most important indicator to choose a strategy. The strategy selection is based on
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the market share of a company related to competitor's shares. The different
market shares provide each company various initial situations and roles in the
market (cf. Ries/Trout 1986, p. 24-26). Therefore, to be able to decide which
competitive positioning strategy is the best choice for this work, depends on the
perceived position of Stdlzle Glass Group in the target group's mind. For this

thesis, the offensive, flanking and guerilla strategy is taken into consideration.

Based on the positioning objective and strategy, positioning ideas have to be

developed.

4.7 Brand Positioning ldeas

The success or failure of a positioning strategy strongly depends on the
positioning content. Thus, the selection of positioning ideas is the core element of
the positioning process (cf. Bausback 2007, p. 92). The positioning idea is about
finding and formulating an idea which positions the company's brand, product or
service on the market (cf. Ries/Trout 2001, p. 201-206).
Positioning ideas can be developed in consideration of the three following areas:

1 Target Customer: Needs, requirements, purchasing criteria and lifestyle

1 Competitors: Positioning content

1 Company's own brand: Strengths and abilities (cf. Esch 2001, p. 250;

Bausback 2007, p. 92)

Positioning ideas are mainly based on the company's own strengths and
weaknesses. In addition, also strengths and weaknesses from rivals can be used
to set up positioning ideas (cf. Ries/Trout 2001, p. 205-208).

Firstly, the requirements for developing positioning ideas are described, followed
by positioning models. In this thesis two positioning models are introduced: the
Perceptual map and the Differentiate or Die approach.

4.7.1 Profile Requirements

A positioning idea has to fulfil certain requirements in order to be successful.
Positioning ideas help companies to be successful and profitable in a competitive
environment. Companies have to present the potential customers an idea, why its
brand is preferable in comparison to competitor's brands. Consequently, the most
important question is: Which idea is used to position the brand in the customer's
mind? (cf. Brandtner 2002, p. 1).
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Requirements for brand positioning are:

T

T
T
T
T
T

to differentiate from rivals,

to address the target customer,

to achieve a high concordance between company and customer perception,
to make use of the positioning concept long-term,

to achieve differentiation to other brands within the company, and

to quickly generate ROI (cf. Duncker/Rdseler/Fichtl 2015, p. 76).

According to Brandtner there are seven key characteristics which have to be

fulfilled for successful brand positioning:

T

Differentiation from competition: The competitive positioning has to be
known and accepted. On that base, a company can develop its own brand
positioning,

Superior perceived quality: The brand which is perceived as being the
best and most customer friendly succeeds on the market. It is crucial to
develop an idea which spontaneously creates quality in the target group's
mind,

Simplicity: The brand should be positioned as a first choice in the
customer's mind. Ideally, this is achieved by reducing the positioning idea to
the essence i to one single word,

Potential for repositioning competition: Neutralizing competitor's
positioning and promotional activities is key before the own positioning is
established,

Willingness to make sacrifices: Brand extension is recommended if it
strengthens the brand positioning. In many cases, brand extension
weakens or destroys the brand positioning,

Durability: Brand positioning ideas need to be communicated again and
again, until the ideas are understood and accepted by the customers, and
Future orientation: Companies have to give their customers an idea why
they should stick to their brand. This idea defines today, how successful the

positioning will be tomorrow. (cf. Brandtner 2002, p. 1-8).

In addition, Grol3klaus defined key requirements for successful brand positioning:

T

Image: The positioning has to be in coherence with the company as well as
brand image. Otherwise, the customers perceive the brand as incompetent
and unreliable, and
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1 Product benefit: The more a brand targets customer's emotions, the more
a customer is willing to purchase the product and the item gets valuable for
him or her (cf. GroRRklaus 2015, p. 13).

According to Ries/Trout, the worst mistake is to develop a branding that appeals to
everyone. The market is overloaded with brands that have claimed positions.
Therefore, a product which seeks to appeal to everyone will be disregarded by
everyone (cf. Ries/Trout 2001, p. 58-60).

4.7.2 Perceptual Map as a Reactive Positioning Model
The basic idea of brand positioning is often demonstrated in two- or more-
dimensional positioning models (cf. Esch 2001, p. 236). The multidimensional
scaling includes methods, which show positions of brands regarding their
similarities and dissimilarities. For positioning analysis perceptual maps are
chosen in order to illustrate the subjective customer's perception of brands. The
closer two brands are positioned in the positioning area, the more similar is the
perception of these brands (cf. Backhaus et al. 2016, p. 661). These models
consist of the most relevant attributes for product or brand selection from the
customer point of view in a defined market (cf. Haedrich/Tomczak/Kaetzke 2003,
p. 47-52).
According to GroRklaus the following information is included in a positioning
model:

1 the perceived positioning from the customer's point of view,

1 the level of differentiation from competitive brands,

1 the expectations of customers, and

1 the gap between the actual positioning of a brand and customers'

expectations (cf. Grol3klaus 2015, p. 22f.).

Procedure

At the beginning, the relevant attributes for the axes are fixed and the competitors
have to be analysed. In the resulting positioning area the own brand and the
competitive brands are placed. In addition, the 'real’ positioning from the
company's point of view and the customer's perceived positioning are marked in
the positioning area. This contrast demonstrates gaps and indicates need for
action (cf. Grol3klaus 2015, p. 22f.).
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The graph below shows a two-dimensional perceptual map.

High price
O Competitor's brand B
Ideal brand for
Competitor's brand C O customer
' 'Real' position of brand A
Low quality High quality

Need for action

Perceived position of brand A ‘

Low price

Figure 13: Perceptual map:two-dimensional positioning model (based on Burmann et al. 2015, p.
119)

In the graph, not only the company's positioning is included, but also the
positioning of the competitors. Therefore, the company is able to identify segments
which have not been occupied yet. Additionally, the own perspective of the
positioning can be compared with the external perception and need for action can
be identified (cf. Haedrich/Tomczak/Kaetzke 2003, p. 47-52; Grol3klaus 2015, p.
22f.).

4.7.3 Differentiation Model by Trout

The positioning model 'Differentiate or Die' by Trout is about finding a positioning
idea which makes a company standing out from the crowd. The objective is to find
a positioning idea which differentiates a company's brand, product or service from
its competitors. In the opinion of Trout, differentiation is created through mental
associations in the customer's mind which have to be communicated in order to
get into the mind of the prospects (cf. Trout/Rivkin 2008, p. 22-24).

Trout developed 14 basic ideas which are categorized into their suitability to
achieve differentiation. The three categories are 'Weak, never', 'Weak, possible’

and 'Strong'.
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Category 'Weak, never'

T

Creativity: In fact, creativity is no real differentiation idea since many
advertisements are very creative. Therefore, it is hard to find potential to
differentiate through creativity (cf. Trout/Rivkin 2008, p. 35).

Category 'Weak, possible'

T

Quality: Quality is a factor which is required from the customers and thus no
real differentiating idea. The customers expect a certain level of quality in

relation to the competitors' products,

Customer orientation: Customer orientation only provides a short-term
advantage for a company. In the long run, customer orientation is too easy

for rivals to be copied and imitated,

Price: A high price level is also a way to differentiate from competition. But
high prices only work if the organization does something differently and
provides an extra value. In addition, competition can change their price

level easily,

Variety: Giving the customers a huge choice is an opportunity to create

differentiation. But competition can offer a huge variety as well, and

Being First: Usually, a new brand needs a long time until it is anchored in
the prospect's mind. But being first does not involve invincibility. Continuity
in brand positioning is key to profit from the first-mover advantage (cf.
Trout/Rivkin 2008, p. 35-102).

Cateqory 'Strong'

T

Attribute Ownership: Companies use attributes to get unique and known
and to achieve differentiation. Especially, the attributes simplicity and

benefit orientation are highly valuable to occupy,

Leadership: Market leadership is a very effective differentiation opportunity
as it delivers the prove of a brand. Customers connect to a market leader

positive associations such as power, success and status,

Heritage: Tradition can play an important role when differentiating a brand
from competition. Tradition implies a long history and security and can be
derived from many indicators like the number of years the company is doing

business,
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1 Market Specialist: The specialist acting in an outstanding field is perceived
as being more an expert than the generalist. Consequently, the specialist

differentiates itself through its expertise in a certain area,

1 Preference: Being the first choice for the customers in a certain segment, is
one way to differentiate from competition. A precondition is to have an

competitive advantage in the segment to become the first choice,

1 How the Product is Made: Technology can act as a memorable
differentiation factor. To achieve this, the new technology has to take centre

stage of all marketing activities,

1 Being the Latest: Customers expect that the 'next generation products' are
superior than the current ones. From this point of view, next generation

products are a strong differentiation factor, and

1 Hotness: Hotness is a differentiation factor in a certain area if the position
has not been reserved so far (cf. Trout/Rivkin 2008, p. 103-180).

Brandtner added with the Lead Product an additional positioning idea:

1 Lead Product: A lead product is an innovation or flagship product, which is
used to position and differentiate a brand on the market. The purpose of a
lead product is to use one product to improve the image of the brand.
Therefore, a lead product strategy should be considered for repositioning a
brand, as the halo-effect transfers the positive image of the lead product to
the brand (cf. Brandtner 2017a; Brandtner 2017b).

In addition, Ries/Ries stated that being the first does not automatically mean that
the brand will become the leader in a new category. If a company or brand is first
in a category, the brand only starts off as the leader. The reason is that no other
brand tries to occupy this position in the same branch (cf. Ries/Ries 2004, p.
161f.). Essential is being the first in the mind of the prospects 1 called ‘first-to-mind
advantage'. Since brands have no physical reality, they only occur in the mind of
the target group. Therefore, being first in the marketplace is an opportunity to
become 'the first in the mind' (cf. Ries/Ries 2004, p. 161-165; Brandtner 2005, p.
6). If a brand has a 'first-to-mind advantage', all competitive brands are

repositioned as a weak imitation (cf. Brandtner 2005, p. 6).
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Halo-Effect

The halo-effect is a term originating from psychology. i Ha | o refdr foetleet
widespread human tendency in impression formation to assume that once a

person possesses some positive or negative characteristic, other as yet unknown

qualities will also be positive or negative, in other words, consistent with the

existingi mpressiono (Forgas, Joseph Paul 1985) .
In the field of branding, the halo-effect appears during repositioning a brand. If a

brand is perceived for one attribute as very positive, the brand will be perceived

very positive in general (cf. Brandtner 2017).

Procedure for developing a differentiation idea

There are three steps for developing a differentiation idea. Firstly, it is requested to
analyze the current perception in the customer's mind. This helps the company to
figure out the perceptual strengths and weaknesses of the own company and of
the competitors. After that, a differentiation idea has to be identified. In order to
make the customers believing the company's positioning argument, some kind of
proof has to be given. Finally, the difference has to be spread through

communication activities (cf. Trout/Rivkin 2008, p. 75-79).

4.7.4 Evaluation and Selection of Positioning Idea
After creating some positioning ideas, the best alternative has to be filtered and
implemented. For making a selection the requirements for a successful positioning
idea have to be considered. These requirements are explained in the chapter
'Profile Requirements' above.
In addition, Grol3klaus defined selection criteria which should be considered when
choosing a positioning idea:

1 Occupancy rate of aspired positioning area
Budget for implementation
Probability of visible, verbal and audible implementation
Market and trend analysis
Profitability of positioning idea (break-even-point)
Potential for substituting or imitation
Collusion points with positioning of other business areas or company image
Continuity of positioning
Occupation of emotional fields
Rational benefit (cf. Gro3klaus 2015, p. 140)

=4 =4 A A4 A4 -4 A4 A4 -

49



In order to select the best positioning alternative, it is recommended to evaluate

the ideas in a matrix T benefit analysis. Vertically the selection criteria are listed

and horizontally the prepared positioning ideas (cf. Grof3klaus 2015, p. 140). The

criteria are selected regarding their relevance for making a decision and solving

the problem. A set of 10 to 20 criteria is recommended for a benefit analysis (cf.
Kihnapfel 2014, p. 7f.).

After evaluating the positioning ideas, the two favourite alternatives have to be

presented to the executive management (cf. Gro3klaus 2015, p. 141). In order to

make a final decision the following criteria have to be considered:

)l
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4.8

the two best positioning ideas as a recommendation,

the reason for this recommendation,

possible opportunities and threats,

planned budget for each positioning idea and justification,
positioning model showing positioning area and competition,
next steps and timing, and

approval of executive management (cf. GroR3klaus 2015, p. 141f.).

Implementation of Brand Positioning

The operative brand management activities translate the strategic specifications of

the brand positioning into actions. These operative measures include:

1
1
il

internal brand management,

external brand management, and

interactive brand management (cf. Burmann/Launspach 2010, p. 172;
Kotler/Pfoertsch 2006, p. 107f.).

Internal Brand External Brand

Management Management
Collaborators (—)@
Interactive Brand
Management

Figure 14: Brand Management Triangle (based on Kotler/Pfoertsch 2006, p. 108)
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Internal brand management includes all actions to train and motivate employees to
become brand ambassadors. External brand management relates to adopt the
Marketing mix to the brand characteristics. Interactive brand management focuses
on strengthening the brand image at the customers through the employees (cf.
Burmann/Launspach 2010, p. 172; Kotler/Pfoertsch 2006, p. 107f.).

In the implementation phase, the selected positioning strategy and idea are turned
into actions in order to reach the marketing objective. The strategy as well as the
implementation are important factors for creating competitive advantages (cf.
Kotler/Armstrong 2014, p. 54f.).

In this thesis only the communication as an external brand management activity is
considered. These measures are based on the brand positioning and conveyed to

the customers by integrated communication.

5 Implementation through Integrated Communication

The task of external operative brand management is to transfer the brand
positioning to the four classical instruments of the Marketing mix i product, price,
place and promotion. In addition, it is crucial to coordinated the four P's regarding

content, timing and formality (cf. Burmann et al. 2015, p. 201f.).

For this thesis an integrated communication guideline is developed to implement

the brand positioning.

5.1 Definition and Specifics of B2B Communication

B2B communications include all activities which are applied by companies in order
to promote and communicate their products and services to other organizations.
The target group are people or a group of people (buying centre) which are taking
or influencing purchasing decisions. B2B communications within the Marketing mix
create brands and make companies stand out from the crowd (cf.
Masciadri/Zupancic 2013, p. 4). The main objective of B2B communication is to
change the attitudes and opinions of the buying centre members. This is achieved
by a mixture of personal and impersonal communication instruments. It is

important to target members of the buying centre who have significant influence on

the final purchase decision (cf. Chlebi govs§
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In the past years the requirements for B2B communications have increased. The
driving forces are:
1 Changing customer behavior
Homogeneity of products, services and communication
Fragmentation of communication channels and mediums
Overstimulation through mass marketing
Management of Multi-Channeling
Increasing marketing and sales effort
Power of brands

New interactions models with customer

=4 =4 =4 A4 -4 A4 A

New focus of marketing (cf. Masciadri/Zupancic 2013, p. 10-13; Burmann et
al. 2015, p. 208f.)

Specifics in B2B communication

Communications in the B2B sector are more demanding than in the B2C sector.
The reason is that marketing activities are not focusing on one stage rather on
more stages 1 called Multi-Stage-Marketing. Therefore, in B2B deeper and
broader communication activities are necessary (cf. Masciadri/Zupancic 2013, p.
24). The communication measures should focus on the benefits of buying a
product or service as customers are interested in a solution for their problems.
Moreover, the customer needs met by the offer should be included (cf.
Kotler/Pfoertsch 2006, p. 106). Possible customer needs are:

7 reduce costs, time or overheads,

1 improve productivity and/or quality, and

1 increase flexibility and expandability (cf. Kotler/Pfoertsch 2006, p. 106).

In addition, the creation of advertisements as well as the choice of communication
instruments differ in the B2B sector (cf. Bausback 2007, p. 54).
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Additional challenges for B2B communications are:
1 communicating on different sales levels,
1 appropriate addressing of the buying centre,
1 long-term individualized relationship building, and
1 mental differences between functional units (cf. Masciadri/Zupancic 2013,
p. 31f.).

In B2B it is difficult to suppose how the customers perceive and process the
communication messages and consequently influence the decision making
process within an organization. Each individual member of the buying centre is
influenced by communication measures and influences other members.
Furthermore, the motivation and rate of involvement in the buying process vary
according to the personal usage of the purchased product or the interest in the
buying task. Therefore, in B2B communications it is crucial to consider personal
effects and interaction within the buying centre as well as emotional motives for

making a purchase decision( cf . Chl ebi gov8/ Kyzekov§g/ Zaj ar

5.2 Integrated Marketing Communication

According to the American Marketing Association, IMC i sA pfanning process
designed to assure that all brand contacts received by a customer or prospect for
a product, service, or organization are relevant to that person and consistent over
timeo Anferican Marketing Association 2017b).

Kotler defines IMC as: "IMC is the concept under which a company carefully
integrates and coordinates its many communications channels to deliver a clear,
consistent and compelling message about the organisation and its products”
(Kotler/Armstrong 1999, p. 542).

According to Esch, IMC describes the content and formal coordination as well as
temporal integration of all communication measures, to unify and strengthen the

impressions created at the customer over time (cf. Esch 2014, p. 229-231).

For this thesis, the definition of Esch will apply as it considers the time component

as well.
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5.2.1 IMC Objectives

The intention of an integrated marketing communication is to create a uniform
appearance at the target group. This is achieved by coordinating the
communication measures regarding content, formality and timing. The objective is
to develop consistent and thus reliable communication measures which are

positively influencing the target customers (cf. Bruhn 2014, p. 39).

The IMC targets are divided into three categories including:
1 economic targets,
1 psychological targets, and

1 performance targets (cf. Bruhn 2014, p. 40).

“ communication & Iearning effect
differentiating from competition

creating trust

strengthen brand recognition

creating positive attitude

creating preference formulation

Table 5: IMC targets (based on Bruhn 2014, p. 40; Kéhler 2009, p. 37)

The economic targets include increasing revenue, turnover, sales and market
share (cf. Aerni/Bruhn 2012, p. 98; Esch 2014, p. 193). The psychological targets
for IMC include creating a uniform appearance at the target group and therefore
reach differentiation from competition. In addition, an objective is to strengthen the
communication and learning effect by coordinated advertising measures.
Additionally, an aim of high priority is to create trust at the target group (cf. Bruhn
2014, p. 40). Finally, strengthen brand recognition, creating a positive attitude and
preference formulation are among psychological targets (cf. Kéhler 2009, p. 37).
Performance targets include decreasing costs through IMC. This is achieved by
avoiding double work and the improved coordination of communication tasks
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within the company. Moreover, the use of synergy effects raises the efficiency of

communication measures (cf. Bruhn 2014, p. 40).

5.2.2 3 IMC Elements
In order to reach a consistent appearance at the target group it is essential to
coordinate the three basic elements of IMC (cf. Bruhn 2014, p. 123-130).
The three IMC elements are:
1 content-related integration,

i formal integration, and

1 temporal integration (cf. Esch 2014, p. 199).

Forms of Subjects Objectives Time horizon
integration
Content- Thematic - Consistency Uniformity in:
related coordination * Independence 'Xlessagets Long-term
: X . + Arguments
integration of content fengmsncs  Statements
Uniformity in:
Fulfilment of * Presence * Logo .
. Forma.l formal design « Conciseness + Brand name il i
integration principles - Clarity - Layout long-term
- etc.
Coordinition
Temporal within and “@onsistoncy Action Plans
it i between o for timing Short-term
Integration planning * Continuity
horizon

Figure 15: IMC elements (based on Bruhn 2014, p. 144)

The content-related integration includes the thematic coordination of
communication instruments and mediums. It helps companies to communicate
their positioning and strategic focus. To coordinate the content, core messages
and arguments of a brand can be used (cf. Bruhn 2014, p. 123; Esch 2014, p. 199-

201).

The content-related integration consists of recurring verbal statements including:
1 Slogans
1 Spoken or sung content
1 Written content (cf. Wirtschaftslexikon 2018)
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The verbal statements have either an identical wording or the same positioning
content (cf. Wirtschaftslexikon 2018).

The formal integration is about linking the communication instruments and
mediums through design principles. Design principles in the frame of
communication are:

Company or brand logo

Brand name

Brand signals

Layout

Typography

Colors

Key images (cf. Bruhn 2014, p. 125; Esch 2014, p. 199-201)

= =4 4 A4 A4 - -2

The design principles for communication are part of the corporate design
measures of a company. These principles are not transporting positioning content,
but support in anchoring the brand in the customer's mind and strengthen the

capacity for remembering (cf. Wirtschaftslexikon 2018).

The temporal integration focuses on the timely coordination of communication
instruments and methods. This includes the coordination between different
communication instruments as well as the continuity within a communication
instrument (cf. Bruhn 2014, p. 130; Esch 2014, p. 199). The coordination between
different communication instruments guarantees that the instruments assist each
other over time. The continuity within a communication instrument is achieved by
developing long-term communication concepts which cause learning effects at the
recipients (cf. Bruhn 2014, p. 130f.).

To be able to timely coordinate the communication activities an annual
communication plan needs to be set up. This communication plan includes fixed
planning priorities (e.g. trade shows) and independent communication activities
(cf. Bruhn 2012, p. 37). This means that the intensity of communication activities
varies during the year. The peaks of communication are before yearly highlights
such as events, new product launches or innovation developments. In addition,
also seasonality has to be considered. Furthermore, the announcement of events
and post-reports have to be communicated. Nevertheless, it is crucial to spread

the communication activities over the year. This enables companies to build up
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relationships and control and optimize communication measures (cf. Kornath
2017). Therefore, the temporal integration requires companies to think and act in
stages. For each stage different communication instruments can be applied which
have to be coordinated chronologically (cf. Brandtner/Kilian 2010, p. 103-106).

5.2.3 IMC Instruments
The communication instruments are means by which companies inform, persuade
and remind customers about its products and brands. Communication measures
act as a voice of the brand and are a platform to create a dialog and build
relationships with customers (cf. Kotler/Pfoertsch 2006, p. 110). Operative brand
communication aims to address the target group via:

1 Classical/mass communication instruments (above-the-line activities)

1 Personal/interaction-oriented communication instruments (below-the-line

activities) (cf. Burmann/Launspach 2010, p. 174f.; Esch 2014, p. 201f.)

Each instrument contributes differently to a brand launch, as shown in the table

below.

Advertising media/instrument

Criteria

Brochures Print Billboards TV Cinema Fairs  Sponsorship
Reach Low High Low High Low hﬂ‘*‘ﬁ“ Low/ high

g
) Depends Depends | Depends | \wide/ ) )
Address Precise on Random on on precise Wide/precise
medium medium | medium
Involvement High Low fo Low Low High Low io Low
middle middle
Information/ Depends | Middle to . . Low/ i
Activation Low on high High High high High
competition medium
Chance of High High | Middieto | oy High | High High
contact high
Abortion Low Low/ Middle to High/ Low Low/ Low/high
likelihood high high low high
Brand Low High High High Middle | Low Middle
awareness
Brandimage | High Middle Low High High | Middle Low
. . {0 high J .

Table 6: IMC instruments i performance criteria & requirements (1) (based on Esch 2014, p. 202)
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In table 7, additional communication instruments are shown.

Advertising media/instrument

Criteria
Events Guerilla Website Mobile Social Viral
' Marketing ' Marketing Media Marketing
Reach Low/high | Low to high Low Middleto | Middleto | Middleto
high high high
Address Wide/ Wide to Precise Precise Precise Wide to
precise precise precise
high high high high high
Information/ : : Middle to Middleto | Middle to
Activation Low Middle to high Low high high high
competition
Chance of High Middle to high Low Midfiﬂle fo High MidFﬂle fo
contact high high
Abortion Low/high Middle Depends | Dependson | Depends | Depends
likelihood on user user on user on user
Brand - Low to middle - Low Low Low to
awareness middle
Brand image High Middle to high Middle High High High

Table 7: IMC instruments 1 performance criteria & requirements (2) (based on Esch 2014, p. 202)

In B2B especially the following instruments are valuable for brand communication:
Personal selling

Direct marketing

Web presence

Public Relations (PR)

Events, trade shows and exhibitions

Sales promotion

= =4 -4 -4 A -—a -

Sponsorship (cf. Burmann/Launspach 2010, p. 174; Kotler/Pfoertsch 2006,
p. 110)

Criteria for selection an IMC instrument

To choose the most appropriate communication channels to strengthen the brand
image, three aspects have to be considered:

1 Type of brand image

i Target group's brand attitude

i Target group's involvement (cf. Esch 2014, p. 196)

Finally, the budget defines the financial resources allocated for the brand
communication measures.
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5.3

Budget for Communication

The purpose of budgeting is to decide how the financial resources are distributed

on different brand building activities in order to reach the positioning objectives.

Therefore, budgeting is an important instrument to implement strategic plans

through operative measures (cf. Burmann et al. 2015, p. 172). The specification

and distribution of the communication budget depends on the predefined

objectives (cf. Burmann et al. 2015, p. 208).

In order to specify a budget for IMC, two aspects have to be considered:

T
T

Size of the budget
Distribution of the budget (cf. Bruhn 2014, p. 255)

To determine the size of the budget, 6 different methods can be distinguished:

T

T
T
T
T

]

Percentage of a reference value (sales, revenue, profit)

Budget based on what company can afford

Same size of budget as the year before

In consideration of the market share

Orientation on communication expenditure of competition i 'Competitive-
Parity-Method'

Calculation based on objectives and planned communication measures
Analytic methods (cf. Bruhn 2014, p. 255f.; Wright 2004, p. 415)

The distribution of the budget can be carried out in two ways:

T

Communication portfolio showing the priority of different communication
channels
Scoring-models including evaluation criteria and weighting (cf. Bruhn 2014,
p. 256f.)
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6 Brand Positioning Controlling
"You cannot manage what you cannot measure” (Klingebiel, 1997, p. 658).

Brand controlling is a coordination function to support brand-specific planning and
controlling processes within the company. It is about providing information and
consulting of all departments dealing with brand management (cf.
Meffert/Burmann/Kirchgeorg 2015, p. 341). Brand controlling aims to measure the
effectiveness and efficiency of brand management. The objectives are to
guarantee the effectiveness by choosing the right measures in order to reach the
brand objectives as well as efficient use of these measures for the best possible

output/input ratio (cf. Braun 2011, p. 161).

Brand positioning controlling can be implemented on strategic and operative level.

Strateqgic positioning controlling

One key element of strategic positioning controlling is result monitoring. These
measures are implemented at the target group or within the company and include:
1 Economic (quantitative) target figures
1 Psychographic (qualitative) target figures (cf. Esch 2014, p. 621; Grol3klaus
2015, p. 203).

Within strategic positioning controlling, economic KPI's such as turnover, sales
and market share are monitored. For measuring psychographic target figures,
annually analysis regarding brand strength, central brand drivers, influencing
factors for customer acquisition and retention as well as brand value are essential
(cf. GroRklaus 2015, p. 203f.; Esch 2014, p. 634). Additionally, regularly effect
analysis of the brand activities have to be conducted i called brand tracking.
Brand tracking includes analysis of the brand awareness, sympathy and image as
well as preferences. In addition, efficiency controls have to be carried out. They
monitor the relation of the output (e.g. improvement of awareness and image) to
the input (money spend on implementation of positioning). It is advisable to carry
out such an analysis every or every second month. (cf. Esch 2014, p. 632f,;
Meffert/Burmann/Kirchgeorg 2015, p. 732-735).
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Generally, psychographic target figures are a precondition to reach economic
brand success (cf. Esch 2001, p. 279).

Recall-test
turnover

Motive analysis l
Recognition-test

Image analysis

market share

Figure 16: Psychographic and economic target figures (cf. Gro3klaus 2015, p. 203f.)

Operative positioning controlling

Operative positioning controlling monitors the implementation of the brand

positioning through integrated marketing communication and includes:

=

Process controlling: integration degree of communication projects

Effective controlling: communication impact including economic and

==

psychological elements

=

Efficiency controlling: economic use of budget in comparison to economic
targets (cf. Aerni/Bruhn 2012, p. 111f.)

Moreover, within operative positioning controlling each communication discipline is
analyzed separately. This means, that each single communication discipline i
advertising, public relation, sales promotion etc. i is monitored regarding its
integration, effectiveness and efficiency independent from each other (cf.
Aerni/Bruhn 2012, p. 112f.).
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7 Conclusion and Transition to Practical Section

In the theory it turned out that the pharmaceutical industry differs from other
industries in its quality regulations, buying behaviour and supplier management.
For developing a brand positioning concept five different steps have to be
considered:

1. Defining a brand positioning objective
Selecting a brand positioning strategy
Developing brand positioning ideas

Implementing the brand positioning through the Marketing Mix

o bk~ 0N

Conducting brand positioning controlling

For creating an integrated communication guideline to transfer the brand
positioning, three key points have to be considered:

1 Guarantee content-related, formal and temporal integration

1 Selection and timing of communication instruments

1 Budgeting of communication measures

To be able to develop a brand positioning concept for the French pharmaceutical
market, a broad information base about the market, target group and competitors
is needed. To gather this information, a secondary as well as primary market
research is carried out in the practical section. Based on the results of the market
research, the brand positioning concept for Stdlzle Glass Group in the French
pharmaceutical market is developed. In addition, an IMC guideline is developed to

communicate the brand positioning.
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8 Company Analysis of BU Pharma

In chapter 8 the business unit Pharma of Stélzle Glass Group is analysed. The
analysis includes the key facts and development of the BU, current customer base

as well as brand identity.

8.1 Key Facts

In the table below, some general key facts about Stdlzle are shown:

Year of foundation 1805
Employees 2.500
Position in the Pharma market 5th position for moulded glass packaging (Type llI)
Revenue 2017 in Pharma € 80 million in moulded glass packaging
Headquarter Awustria
6 production sites for primary glass packaging
Production sites 1in France/ 1 in Austria / 1 in UK/ 1 Czech Republic /
2in Poland
Pharmaceutical preducts Typelll glass packaging

Dropper, syrup, medicine, injection, infusion bottles, tablet
Offer Type lll in Pharma jars, ointment jars, wide mouth packers
Amber, flint and green glass

Table 8: Key facts about Stélzle Glass Group (cf. Stélzle Glass Group 2017a)

Stolzle is on the 5™ position for Type Il glass packaging worldwide. The company
runs a production site in France, but this plant is not equipped to produce
pharmaceutical glass packaging. The best selling pharmaceutical packaging glass
from Stolzle are dropper and syrup bottles. In contrast, pharmaceutical packaging
leftovers are customized containers with slightly changes to standards. Overall,
Stolzle clearly sells more standard than customized bottles (cf. Luccarda
12.03.2018).

At the moment, Stolzle does not have an USP for its pharmaceutical business, as
there is no differentiation potential for the glass containers/certifications, the
distribution nor the pricing (cf. Luccarda 12.03.2018).
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8.2 Development

The business unit Pharma has developed in a very positive way since 2011 7 as

shown in table 9. Stdlzle achieved significant growth in revenue, quantity sold and

produced and number of customers.

2011 2017 Growth Growth %
Revenue Pharma | €43 million £ 79 million + £ 36 million + 84%
Quantity sold 775 million 1.6 billion + 825 million +106%
Quantity produced | 880 million 1.45 billion + 570 million +65%
Customers 693 customers | 827 customers +134 customers | +19%

Table 9: Growth of BU Pharma from 2011 to 2017 (based on Stolzle Glass Group 2018a)

Until the end of 2020 a revenue growth o f

20% to

compared to 2017 (cf. Stolzle Glass Group 2018a).

8.3 Customer Base

8.3.1 BU Pharma

Uis eSthnatadh i

In total, St6lzle sold its pharmaceutical containers to 827 different customers in 63

countries in 2017. The table below shows the ranking of the most supplied

countries by revenue and quantity.

Country Revenue

1. USA € 16.8 million
2. Germany € 11.9 million
3. Italy € 5.4 million
4. Poland € 4.5 million
5. Russia € 3.6 million
6. France € 3.5 million
7. Austria € 3.2 million
8. Hungary € 3 million

Country Quantity
1. USA 303 million
2. ltaly 178 million
3. Germany 172 million
4. France 89 million
5. Poland 89 million
6. Egypt 84 million
7. Russia 75 million
8. Belarus 73 million

Table 10: Ranking of countries regarding revenue made and quantity sold (based on Stdlzle Glass

Group 2018)

The most bottles are sold to the USA, Germany and Italy, where also the highest

revenue was made.
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8.3.2 France

In 2017, Stolzle supplied 27 pharmaceutical manufacturers in France. By selling

89 . The Zstibateani | | i
market share in France is 4% (cf. Luccarda 12.03.2018). The following table

million glass containers, oI

shows the company's customers in France and their demand for glass packaging:

Customer Revenue Quantity Demand Company size
Gravis Trelaze €1.141.510 | 33.924.479 |dropper 10 — 49 employees
Famar Orleans Sas € 488.414 19.570.926 zfgg‘;e irnjection, > 250 employees

; dropper, syrup,
Laborat URGO SAS| €260.215 5.606.992 -

aboratoires - 50 — 250 employees
B.l.O. (Business
International Opp €235557 | 4.154.664 |syrup, dropper 50 — 250 employees
Soflac Sas € 191.291 3.840.340 (dropper 10 — 49 employees
Laboratoires Boiron € 173.956 3.551.637 zfgg‘;’eTedicme’ > 250 employees

dropper, medicine,
Pont Emballage € 171.480 2.839.640 A T 50 — 250 employees
Laboratoires Galderma €167.140 3.791.580 (dropper > 250 employees
Farmaclair € 116.099 1.913.070 |dropper > 250 employees
Laboratoire Bausch &
Lomb Chauvin €102.122 2.687.412 |flacon > 250 employees
Pierre Fabre Medicament| € 84.780 1.485.560 |dropper > 250 employees
. . dropper, syrup,
Phytéo Laboratoire €80.283 1.451.878 medicine 50 — 250 employees
Elixirs & Co. € 72.606 803.589 |dropper 10 — 49 employees
ID Labo € 29.427 519.444  (dropper, syrup, 50 — 250 employees
medicine
Thépenier Ph
Indig(tar?éer arma € 28.345 202176  |medicine 50 — 250 employees
Gravis Orly €28.023 529.150 |dropper, tablet jars | 50 — 250 employees
Sa Fidel €27.185 381.868 |dropper, syrup 50 — 250 employees
Puressentiel €15.125 249.760  |syrup > 250 employees
Laboratoires Chemineau € 11.491 147.456  [tablet jars, dropper | > 250 employees
Sopac Medical €10.206 202.972  [ection, Syrup, | 55 555 ampjoyees
dropper, medicine
Europackcom € 8.506 51120  |syrup 50 — 250 employees
Sa Fillaud €7.181 130.216  [syrup, dropper 50 — 250 employees
Cosmetique Active dropper, medicine,
Production €5.253 33.264 syrup, tablet jars > 250 employees
Urgo Chenbve €2.259 32.261 dropper > 250 employees
FIDEL Rhdne-alpes € 540 11.232  |dropper 10 — 49 employees
CO.GE.AP €423 10.584  |syrup > 250 employees
Laboratoire Biocrystal €410 2.856 dropper 50 — 250 employees

Table 11: Customer base in France in 2017 (based on Stdlzle Glass Group 2018a)

The French customer base includes big pharmaceutical concerns as well as
midsize and small laboratories. The companies are active in different areas i

classical, homeopathic and herbal medicine (cf. Stdlzle Glass Group 2018a).
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9 Analysis of the Business Environment

In chapter 9 the business environment of Stolzle Glass Group is analysed. The
analysis focuses on the French pharmaceutical market and includes general

market data, target group and competitor analysis as well as trends.

9.1 French Pharmaceutical Market Data

France is a key player in the worldwide pharmaceutical industry. On a global view
France is the 5" largest market for human medicines and the 2" largest in
Europe. In 2016, French pharmaceuticals manufacturers generated a revenue of
mor e t Madilion By sélling pharmaceuticals, where half was gained through
exports. In France, eight billion drug packs are produced each year by 270
pharmaceutical production sites (cf. Leem i Les Entreprises du Médicament 2016,
p. 16-22; Schierer 28.02.2018).

With 4 B Bbillion, the pharmaceutical sector is the 2" largest exporting industry
in France (cf. Leem T Les Entreprises du Médicament 2016, p. 16-22). The most
frequent dest i nal5pblion)wa sf otlh eo weeld (HdpilioAmer i ¢ a
Af ri @4a biljond) , Asi6ailignyi &nd t he MiO® diliom). TBa st (U
three leading countries for exports are Germany, Belgium and the United States
(cf. Leem 1 Les Entreprises du Médicament 2016, p. 17). In addition, France is the

4t Jargest exporter of pharmaceuticals globally (Pénicaud 2016, p. 4).

Middle East Others
3,6%

Africa
10,8%

America
13,3%

Figure 17: Global export of French pharmaceutical companies (based on Leem i Les Entreprises
du Médicament 2016, p. 17)
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France, UK and Germany are the largest contributors to the absolute value added
in the pharmaceutical industry withinthe EUT wi t h a4 10 bill i on eac|
nations generate between 15% and 20% of the overall value added volume in the
EU. France is the only one of the five biggest European national economies,
where the share of the pharmaceutical industry is considerably above the EU

average (cf. Vekeman 2015, p. 1).

9.2 Target Group Analysis

The target group of Stdlzle in the French market are all pharmaceutical companies
which make use of Type Il primary glass packaging for all kinds of medicines.
There is no restriction to company size, type of medicine or demand for glass
packaging. In the future, Stdlzle aims at focusing on companies selling prescription
drugs, generic drugs and Over-The-Counter (OTC) medicine. Regarding the

company size, Stolzle targets midsized companies (cf. Luccarda 12.03.2018).

In France more than 200 pharmaceutical manufacturers are located in different
company sizes: from newly established start-ups to family-owned laboratories,
mid-sized companies to major enterprises. Most of these companies act
internationally, headed by Sanofi i the world 3™ largest pharmaceutical company
(cf. Pénicaud 2016, p. 4). A list of the most attractive pharmaceutical
manufacturers in France i ranked according to revenue made in 2016 i can be

found in the appendix on page A-20.

9.3 Competitor Analysis

In chapter 9.3 an analysis of the competition in the French pharmaceutical market

is shown.

9.3.1 Competitive Environment in France

According to the worldwide market shares and Stdlzle's Sales Director of BU
Pharma, SGD Pharma, Gerresheimer, Bormioli Pharma and Piramal Glass are the
main competitors in the French pharmaceutical market (cf. Stélzle Glass Group
20179; Luccarda 23.01.2018).
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The worldwide market share by turnover in 2017 for pharmaceutical Type Il glass

packaging is as follows:

8. Beatson Clark __Others

6. Piramal Glass
6%

4. Bormioli Pharma
12%

2. Gerresheimer
21%

3. Shandong Glass
20%

Figure 18: Worldwide market share for Type Il glass packaging (based on Stélzle Glass Group
20179)

Shandong Glass is no further considered, even if the company is on the 3" market
position. The reason is that Europe is no key market and the company is not

established in Europe (cf. Stolzle Glass Group 2017g).

The author of this thesis describes the four main competitors in the French
pharmaceutical market including some general company data and the brand
identity. The brand identity will provide a picture of all attributes connected to the
brand such as brand benefit, tonality, attributes and picture. This will help to
compare the brands and identify similarities and differences.

9.3.2 SGD Pharma

SGD Pharma is the worldwide market leader in the production of moulded
packaging glass (Type Ill). In addition, the company is a new actor on tubular vials
and ampoules (Type 1). SGD Pharma is with two production sites strongly
established in France (cf. SGD Pharma 2018).
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Key facts

Year of foundation 1896

Employees 2750

Position in the Pharma market Market leader for moulded glass packaging (Type Il
Revenue 2017 in Pharma € 280 million in moulded glass packaging
Headquarter France

5 production sites for primary glass packaging

Production sites 2in France/ 1 in Germany / 1 in China/ 1 in India

Pharmaceutical products Type |, Il and lll glass packaging

Dropper, syrup, injection, infusion bottles, tablet jars

Offer Type lll in Pharma Amber and flintglass

Table 12: Key facts about SGD Pharma (cf. SGD Pharma 2018; Stélzle Glass Group 2016a)

Brand identity

SGD Pharma has a very patent-oriented appearance, always putting the patient's
health in focus. The company refers in its advertising messages to the key words
trust and patient security and strengthens this message by using emotional
pictures with humans. Figure 19 shows the brand identity of SGD Pharma from the

author's point of view, described with the Brand Steering Wheel from Esch:

Brand Benefit — What do | offer? Brand Tonality — How am 1?

,SGD Pharma, inspiring confidence”
+ Patient-oriented
+ Active

By providing high quality glass
packaging, SGD improves patient

=eeliry: . Reliable
Brand Competence — + Well experienced
Who am 1? + State of the art
+ Innovative
Well experienced * Pure
packaging supplier, + Established
reliable primary glass
packaging for protecting
100% dedicated to Pharma industry medicines which helps
> 100 years of experience the patient to stay 2
Continuous growth by investments healthy. | ]

Extention of productrange by Type |
Worldwide sales network
Trustthrough relationships
Conservative appearance
Patient-oriented and emotional advertising

e o o o o o o o

Brand Attributes —
Which characteristics do | have?

Brand Picture — How do | appear?

Figure 19: Perceived Brand Identity of SGD Pharma (own presentation based on
SGD Pharma 2018; Esch 2018)

On the website, SGD Pharma appears very conservative by using less colors and
a very clean background. With the slogan "SGD Pharma, inspiring confidence" the

company implies that the customer and the patient can rely on their products.
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9.3.3 Gerresheimer
Gerresheimer is the worldwide market leader in pharmaceutical primary
packaging. The company offers Type I, Il and Il glass packaging and plastic

packaging and runs one production site with primary glass packaging in France.

Key facts
Year of foundation 1864
Employees 10.000

Market leader for pharmaceutical packaging (glass & plastic)

Position in the Pharma market 2nd for moulded glass packaging (Type [ll)

£ 1.14 billion (glass and plastics)
Revenue 2017 in Pharma € 502 million in glass packaging (44% of € 1.14 bn)
£ 228 million in moulded glass packaging

Headquarter Germany
21 production sites for primary glass packaging
Production sites 1in France / 5in Germany / 1 in Poland/ 1 in Belgium/ 3 in
China/4 inIndia/ 1 in Singapore/ 4 in USA/ 1 in Mexico
Pharmaceutical products Type |, Il and lll glass packaging / plastic packaging

Dropper, syrup, medicine, injection, infusion bottles, tablet
Offer Type lll in Pharma jars, ointment jars, wide mouth packers, transfusion bottles
Amber and flintglass

Table 13: Key facts about Gerresheimer (cf. Gerresheimer 2018; Stdlzle Glass Group 2016a)

Brand identity

Gerresheimer appears customer- and solution-oriented, as they present
themselves as a provider of safe and simple administration of medicines. Their
advertising texts on their homepage emphasize their closeness to customers,

understanding of customer needs as well as teamwork.
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Figure 20 shows the brand identity of Gerresheimer from the author's point of

view:

Brand Benefit — What do | offer?

+ Customer-oriented
+ Solution-oriented
+ Passonate

* Reliable
Brand Competence — S lhecatve

Who am I? + Open
+ Trustful
+ Respectiul

Global technological * Global
leadership, partner for
enabling packaging

With its specialty products of glass and
plastics, Gerresheimer provides safe and
simple administration of medicines.

Brand Tonality — How am 1?

Understanding customer needs
+ Teamwork
» High quality
+ ‘Sterile’ appearance
+ Emotional advertising (human)

cerreshemER g ), !

Brand Attributes —
Which characteristics do | have?

Figure 20: Perceived Brand Identity of Gerresheimer (own presentation based on
Gerresheimer 2018; Esch 2018)

« Leading global partner solutions that imprgve

+ German power health and well-being. :

+ Technological leadership )sk \

+ Closenessto customers ‘ |

. I } s - A
ﬁ;m v 8 -

Brand Picture — How do | appear?

In addition, Gerresheimer positions itself as a leading global partner with ‘German

power'. The appearance on the website is very sterile because the background of

the whole webpage and all product pictures is white. The company tries to awake

emotions by using pictures with humans.

9.3.4 Bormioli Pharma

Bormioli Pharma offers Type I, Il and lll glass packaging and has one production

site located in France (cf. Bormioli Pharma 2018).

Key facts
Year of foundation 1825
Employees 00
Position in the Pharma market | 4th position for moulded glass packaging (Type Ill)
Revenue 2017 in Pharma € 130 million in moulded glass packaging
Headquarter ltaly

5 production sites for primary glass packaging

Flrolanli o 1inFrance/ 4 in taly

Pharmaceutical products Type |, Il and Il glass packaging / plastic packaging

Dropper, syrup, injection, infusion bottles, tablet jars

Offer Type lil in Pharma Amber and flintglass

Table 14: Key facts about Bormioli Pharma (cf. Bormioli Pharma 2018; Stdlzle Glass Group 2016a)
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Brand identity

Bormioli Pharma has a very similar appearance as SGD Pharma. The company
appears patient-oriented, as they express to guarantee the full healing potential of
the drugs contained in their packaging. Also their slogans "Bormioli Pharma i
Health Inside" and "Health is in our DNA" indicate the focus on the patient. Figure

21 shows the brand identity of Bormioli Pharma from the author's point of view:

Brand Benefit — What do | offer? Brand Tonality — How am 1?

,Bormioli Pharma — Health Inside”
Health is in our DNA"
Patient-oriented

Packaging solutions ‘made in Europe’ to
guarantee absolute integrity of the
contained drugs to expressits full Safe
potential. Brand Competence — ' Piacice
Who am 1? + Innovative
+ Conscious

. + Clean
Innovately designed glass - Healthy

pack?ging to ensure + Detail-oriented
patients a secure

. treatment and improve
: mz%ec;ﬂa'ﬁ;‘;we the quality of their life,
Finest materials extreme testing and
Scientific research studies
Rigorous studies
Advanced technologies and processes
Extreme testing
Functional design
+ Integrated packaging offer
+ Product-oriented advertising

Brand Attributes —
Which characteristics do | have?

Pharma

Jl']m

Brand Picture — How do | appear?

e o o o o o o

Figure 21: Perceived Brand Identity of Bormioli Pharma (own presentation based on
Bormioli Pharma 2018; Esch 2018)

Additionally, Bormioli Pharma states in its advertising messages on their website,
that they provide high quality packaging by using the finest materials, carrying out
research and studies and implement extreme testing. The advertising in general is
very product-oriented by showing many pictures of the production process and the

end product.
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9.3.5 Piramal Glass
Piramal Glass offers Type |, Il and Ill glass packaging and is strongly established
in Asia (cf. Piramal Glass 2018).

Key facts
Year of foundation 1984
Employees 4000
Position in the Pharma market : 6th position for moulded glass packaging (Type lI)
Revenue 2017 in Pharma £ 75 million in moulded glass packaging
Headquarter India

5 production sites for primary glass packaging

FITILEIT IR 2inindia/ 2 in USA/ 1in Sri Lanka

Pharmaceutical products Type |, Il and lll glass packaging
Dropper, syrup, injection, infusion bottles, cintment jars,
Offer Type lll in Pharma wide mouth packers

Amber and flintglass

Table 15: Key facts about Piramal Glass (cf. Piramal Glass 2018; St6lzle Glass Group 2016a)

Brand identity

Piramal Glass positions itself as solution-oriented by providing ‘world-class
packaging solutions'. The company communicates to deliver an all-in-one solution
from the bottle design to decoration and closures. Figure 22 shows the brand

identity of Piramal Glass from the author's point of view:

Brand Benefit — What do | offer? Brand Tonality — How am 1?

,Fired by imagination — moulded to
perfection*
» Solution-oriented
+ All-in-one
Brand Competence — 5
Who am I? « Strong
+ Cheap
+ Conservative

World-class packaging solutions from
bottle design to decoration and closures
for pharmaceuticals businesses.

Global leader in
delivering all-in-one
packaging solutions fast

+ Global leader and for low costs.
« World-class packaging solutions
+ One-stop-shop

« Distriubtion speed

» High quality

+ Significant cost advantages

+ Strong manufacturing presence
« Conservative design

« Old fashion appearance

l<<q Piramal Glass

knowledge action care

£\
Brand Attributes —

Which characteristics do | have? Brand Picture — How do | appear?

Figure 22: Perceived Brand Identity of Piramal Glass (own presentation based on
Piramal Glass 2018; Esch 2018)

73



The company communicates in its advertising to deliver fast and for low costs. In
the opinion of the author, the slogan "Fired by imagination i moulded to
perfection” does not fit to the overall brand identity. Finally, the website
appearance of the company is old fashion by using paintings and unprofessional

product pictures.

9.3.6 Conclusion of Competitive Environment

The French pharmaceutical glass packaging market is dominated by five
companies which are able to deliver Type Il glass containers: SGD Pharma,
Gerresheimer, Bormioli Pharma, Stolzle Glass Group and Piramal Glass. Four of
them are also providing Type | and Il glass packaging, except Stdlzle. Shandong
Glass is not considered as a strong competitor in the French pharmaceutical
market, since Europe is no key market of the company. The table below shows a
comparison of the companies regarding different criteria.

Criteria SGD Pharma | Gerresheimer Bormial Bl
Pharma Glass
Market
position FR ! 2 . . z
Production
sites in FR - ! | ! .
Glass types Type |, Il Type I, Il Type |, II Tvoe Il Type |, I
offered and Il and lll and lll yp and Il
Brand Patient- Solution- Patient- Product- Solution-
identity oriented oriented oriented oriented oriented
Keywords Trust, patient Closness to High quality Cert_lfled All-in-one,
. customer, through quality & fast and at
used security ;
teamwork research design low costs
. Conservative/ Conservative/  Conservative/ Conservative/ .
Visual : : ; : Old fashion,
sterile, less sterile, less sterile, less sterile, less
appearance colourful
colours colours colours colours
Picilires Emotional Emotional Products & Products & Paintings,
e picutres with picutres with production production bad product
humans humans pictures pictures presentation

Table 16: Overview of competition regarding company data and brand identity (own presentation)

With respect to the brand identity, two companies i SGD Pharma and Bormioli
Pharma 1 are positioned patient-oriented. Gerresheimer and Piramal Glass are
positioned solution-oriented. Stélzle is positioned product-oriented and describes
glass packaging as an integrated part of the medicine.
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9.4 Differentiation through Product, Distribution or Price

Glass Packaging

The glass packaging itself does not allow any differentiation potential. Glass is like
metal which results out of a certain combination of raw materials and production
process. Therefore, Stblzle provides the same Type Il glass packaging compared
to the competition (cf. Poschl 05.03.2018).

Distribution

In general, all pharmaceutical glass packaging suppliers use the same ways of
distribution: own sales offices, sales representatives as well as distribution agents.
SGD Pharma, Gerresheimer and Piramal Glass also run production sites outside
of Europe. Thus, they have a wider distribution network and are closer to the

customers outside of Europe (cf. Luccarda 12.03.2018).

Price

Also a differentiation through price is hardly reached in the pharmaceutical glass
packaging industry as price pressure prevails. In some areas 1 like North Africa i
Stolzle is cheaper than competition but only to not dilute the price structure of
Europe (cf. Luccarda 12.03.2018).

9.5 Trends in the Pharmaceutical Industry

In 2016, the sales revenue from pharmacy medi ci nes counted 0 2
Between 2015 and 2016 the revenue in the reimbursable drug sector remained

stable, but volumes declined slightly by 0.2%. The non-reimbursable drug sector
increased by 1.7% to 0 2.1 billion, while s
(cf. Leem i Les Entreprises du Médicament 2017, p. 4).

Across the French popul ati on, the consumpt
capita in 2015. Overall, a 34 billion worth drugs have
This is a minus of 0.5% in 2015 compared to 2014 (cf. Leem T Les Entreprises du

Médicament 2017, p. 10).

The French pharmaceutical and healthcare sciences sector is worldwide known for
its innovations. Due to one of the strictest legislation in Europe, French companies
must invest a lot to bring new innovations to the market (cf. Pénicaud 2016, p. 8).

This is the reason why the French pharmaceutical sector has the highest business
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enterprise R&D budget. It counted 9.8% of pharmaceutical company revenues i U
4.6 billion 7 in 2014 (cf. Leem T Les Entreprises du Médicament 2016, p. 17).

10 Conclusion of Company and Business Environment

Stolzle is on the 5" position in the worldwide pharmaceutical glass packaging
market. The company has a market share of 4% in France by making a revenue of
a 3.5 im200L7 S$tazke does not have an USP in the pharmaceutical glass
packaging industry.

France is the 5" largest market for human medicines worldwide and the 2" largest
i n Europe. The French pharmaceuti cal
in 2016, whereof half was gained through exports.

At the moment, Stdlzle does not have a clear definition of the target group. In the
future, Stolzle will focus on companies providing prescription drugs, generic drugs
and Over-The-Counter (OTC) medicine. Regarding the company size, Stdlzle will

especially target midsized companies.

The French pharmaceutical glass packaging market is dominated by five
companies: SGD Pharma, Gerresheimer, Bormioli Pharma, Stolzle Glass Group
and Piramal Glass. SGD Pharma and Bormioli Pharma are both positioned
patient-oriented, while Gerresheimer and Piramal Glass are positioned solution-

oriented. In comparison to that, Stblzle positioned itself as product-oriented.

Differentiation through the glass packaging itself, the distribution or the price is not
possible for Stolzle. The reasons are, that in the industry the same production
process and distribution channels are used. For the pricing Stolzle faces a
disadvantage, as the competition is not only selling Type Il glass but also Type |

and II.
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11 Primary Market Research

For this master thesis an image analysis as primary market research was
conducted for the French, German and Austrian pharmaceutical glass packaging
market. This chapter includes the research design as well as the main findings.

11.1 Research Design

The research design for the primary market research is shown in the graph below:

Market Research Problem

Stolzle has never carried out an image analysis in the French, German or Austrian phamaceutical market.
But an image analysis builds the base for identifying a possible image gap and for developing a brand
positioning concept for the French pharmaceutical market.

Goals of Market Research

Main goal
The goal of the primary market research is to carry out an image analysis of phamaceutical glass packaging
suppliers in the French, Geman and Austrian phamaceutical market till 9th March 2018.

Subgoals
The subgoals of the primary market research are to find out:

o the general awareness level of the phamaceutical glass packaging suppliers
the image of pharmaceutical glass packaging suppliers
the information sources and communication channels preferred within the phamaceutical industry

the customer's demand and constellation of the buying centre within phamaceutical facilities

Need for Information Survey Method

STO’s general level of awareness In order to receive representative results for the
STO's current image image analysis, a quantitative survey will be

Image of competition Sesie

Target customer's demand
Communication channels/sources Survey Period

- - 05.02.2018
Population and Sampling 09.03.2018

Population

All phamaceutical companies which make use of Survey Instrument
primary glass packaging for their medicines and are : ; !
situated in France, Germany or Austria. * Standardized questionnaire
i e Mainly closed questions
Sampling o Multiple choice, rating scales, semantic

About 250 companies fulfill these requirements and differential
therefore form the sample = complete survey. One open question for unaided brand awareness

Questionnaire Design

Online survey

Tool: SURVIO

Languages: French, English and Geman

Divided in 4 parts:

1. General awareness level of pharmaceutical glass suppliers
2. Image of phamaceutical glass suppliers

3. Information sources and communication channels
4. Customer demand and buying centre of phamaceutical manufacturers

Figure 23: Research Design (own presentation)
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The detailed research design as well as the questionnaires in English, German

and French can be found in the appendix on page A-21 to A-44.

11.2 Findings

The findings of the primary market research are divided into 4 parts 1 like the

structure of the questionnaire:

1 general awareness level and preferred suppliers

image

|
9 information and communication sources
1

customer demand and buying process.

For each part, the overall findings of the research are interpreted i independent

from the company location. In addition, the main differences and specifics between

France and Germany/Austria are analyzed in each section T including comparison

of Stdlzle to the main competition. It must be noticed that the country-specific

analysis have a lower representativeness due to the lower number of participants.

11.2.1 General Awareness Level and Preferred Suppliers

The analysis for the unaided brand awareness shows, that Gerresheimer, SGD

Pharma and Stolzle were most frequently mentioned i shown in figure 24 (left

side). The companies marked in green have been additionally mentioned by the

test persons at 'Others'.

Gerresheimer
Bormioli
Stolzle
Piramal
Wheaton
Beatson Clark
Rak Ghani
Shandong
Schott
Ardagh Group
Saint Gobain

n=61

Unaided brand awareness

number of responses

SGD Pharma . 44 SGD Pharma

I 46 Gerresheimer

Aided brand awareness

number of responses

I 53

7_ 58

‘_ 52

.. I 32 Bormioli

Py Stolzle I 58

. 8 Piramal I 28

2 Wheaton s 11

N3 Beatson Clark I 17

m3 Rak Ghani |— 19

m2 Shandong | 11

— 11 Schott EEE——— 35

14 Ardagh Group [N 15

3 Saint Gobain M 3

0 20 40 60 0 20 40 60
W Given companies M Others n=61

Figure 24: Comparison of unaided and aided brand awareness (own presentation)
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The analysis for the aided brand awareness shows, that Gerresheimer and
Stolzle Glass Group are the most frequently named companies, followed by SGD
Pharma and Bormioli Pharma 7 as shown in figure 24 (right side). Thus
Gerresheimer is the most well-known company for the unaided and aided brand

awareness.

Figure 25 demonstrates the comparison of how often pharmaceutical glass

packaging suppliers have been considered and selected.

Which manufacturers does your From which suppliers has your
company consider? company already bought?
number of responses number of responses
SGD Pharma . 44 SGD Pharma . 44
Gerresheimer NN 52 Gerresheimer IEEEEE———— 50
Bormioli e 35 Bormioli I 32
Stolzle I 44 Stolzle I 42
Piramal s 8 Piramal | 7
Wheaton 5 Wheaton ™ 3
Beatson Clark w5 Beatson Clark mm 4
Rak Ghani m 3 Rak Ghani ™ 3
Shandong M 3 Shandong W 2
Schott | 21 Schott IE———— 21
Ardagh Group s 7 Ardagh Group e 7
Saint Gobain 0 Saint Gobain 0
0 20 40 60 0 20 40 60
n=61 M Given companies M Others n=61

Figure 25: Frequency of considering and selecting glass packaging suppliers (own presentation)

In the research it turned out that Gerresheimer is the preferred supplier for
pharmaceutical glass packaging. Gerresheimer is the glass packaging supplier
most frequently considered as well as selected. SGD Pharma, Gerresheimer,
Bormioli and Stdlzle are closely related. This is an indicator that customers are

often considering all 4 companies and also award contracts to all of them.
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Main differences and specifics between France and Germany/Austria

In this section, the differences and specifics regarding brand awareness between

France and Germany/Austria is analyzed.

The figure below shows the unaided and aided brand awareness split into French

and German/Austrian test persons.

Unaided brand awareness Aided brand awareness
number of responses number of responses
SGD Pharma 4 25 SGD Pharma _23 30
Gerresheimer | 2125 Gerresheimer o — gg
Bormioli | Lig Bormioli 24
Stélzle | 2 Stolzle =0
——— 14 I 2 8
Piramal _2 g Piramal > ie
Wheaton I 1 Wheaton 56
Beatson Clark -12 Beatson Clark _6 1
Rak Ghani | 2 Rak Ghani e 10
Shandong |, ] Shandong _56
Schott 7‘. 1 L Schott o 5 -
Ardagh Group [ " Ardagh Group 1_ L
Saint Gobain r 12 Saint Gobain " 12
0 20 40 60 0 20 40 60
Germany/
Austria n=31 Germany/Austria M France M Others GE/AT ' OthersFR  France n=30

Figure 26: Analysis of unaided and aided brand awareness between countries (own presentation)

In the research it turned out that SGD is the most-well known company in France

and Stdlzle in Germany/Austria.
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Figure 27 presents a comparison of how often the glass packaging suppliers are

considered and selected in the different countries.

From which suppliers has your
company already bought?

Which manufacturers does your

SGD Pharma

Gerresheimer

Bormiol 20 Bormioll o 19
. | 28 2 28
Stolzle — 16 Stolzle — 14
5 2 . 2
Piramal — Piramal o 5
1 0
Wheaton - Wheaton o 3
Beatson Clark ! , Beatson Clark 5
Rak Ghani | 2 Rak Ghani , 2
Shandong | 12 Shandong .}
Schott 5 16 Schott o 5 16

company consider?
number of responses
18
— 26
» 28
I D/
» 15

SGD Pharma

Gerresheimer

number of responses

— 7

Ardagh Group |

Saint Gobain 8

Ardagh Group

Saint Gobain 0

0 20 40 60 0 20 40 60

Germany/

Austria n=31 France n=30

Germany/Austria B France W Others GE/AT = Others FR

Figure 27: Analysis of preferred suppliers between countries (own presentation)

In graph 28, the differences regarding the brand awareness of Stolzle between
France and Germany/Austria are shown.

Comparison of awareness level of STO
between countries

Unaided brand

awareness 87%
Considered as France
supplier 909 n=30
m Germany/Austria
n=31
Bought at STO 90%

0%

80%

20% 40% 60 % 100 %

Figure 28: Awareness level of STO in France and Germany/Austria (own presentation)

It turned out that the unaided brand awareness in Germany/Austria is much better
than in France. Additionally, in Germany/Austria Stolzle is more often considered
(+37%) as pharmaceutical glass packaging supplier compared to France. Finally,
nearly twice as many companies have bought glass containers from Stélzle in

Germany/Austria compared to France.
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11.2.2 Image Analysis
As shown in figure 29, the most important criteria for selecting a pharmaceutical
glass packaging supplier for a first purchase is 'competent sales representatives’,

'fast order processing' as well as 'good traceability of delivery'.

Importance of criteria for selecting a supplier
(first purchase)

i | | | |
Competent sales representatives |_ | | i
Well-known company |- | | | -‘
Long-term experience F | | | ] Every important
, i
Clear range of services [ I |m|.)ortant
. 1 ‘ | | | @ neither nor
Fast order processing W | | Oless important
Many references | | i———. ®notimportant
Good traceability of delivery | ‘ ‘ ‘ I
0% 20% 40% 60% 80% 100% n=61

Figure 29: Importance of criteria for selecting a supplier (first purchase) (own presentation)

For a repurchase, the same criteria as for the first purchase are important

shown in figure 30.

Importance of criteria for selecting a supplier
(repurchase)

7 \
Competent sales representatives — | ]
ﬂ-:‘__:I
Well-known company

Long-term experience [N || mvery important
Oimportant

N

Clear range of services I

E neither nor

Fast order processing Oless important

Many references ® not important

1 | |
Good traceability of delivery — ‘

0% 20% 40% 60% 80% 100% n=61

Figure 30: Importance of criteria for selecting a supplier (repurchase) (own presentation)

The two most unimportant criteria are the same as for a first purchase: 'many

references' and 'clear range of services'.

82



Figure 31 shows the importance of different criteria for selecting
pharmaceutical glass packaging. It turned out that the most important criteria is
the ‘high quality', followed by ‘adequate certification'. Also a low price level is

important, but not as much as the quality.

Importance of criteria for selecting packaging glass

High quaiity |
1 !

Customized packaging solutions [[NNENEGEN [] Emvery important

| | | | 5i
Innovative packaging solutions [l ‘ I important

| ‘ ‘ ‘ B neither nor

Low price level | : Oless important
® not important

Adequate certification

0% 20% 40% 60% 80% 100% n=61

Figure 31: Importance of criteria for selecting pharmaceutical glass packaging (own presentation)

The most unimportant criteria is 'innovative packaging solutions'.
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The following company profiles has been determined through contrasting pairs.

The graph below shows the company profile of Stdlzle in comparison to its

competitors.

Image pharmaceutical glass manufacturers

High quality

Low price level -

Customized packaging
solutions

Competent sales
representatives

Well-known company

Long experience in
production

Clear range of services
Fast order processing

Good traceability of
delivery

Adequate certification

Innovative packaging
solutions

Low quality

High price level

Standardized packaging
solutions

Incompetent sales
representatives

Unkown company

Little experience in
glass production

Unclear range of services

Long order processing

Little traceability of
delivery

Inadequate certification

Standardized packaging
solutions

1 2 3 4 5 6
-8-SGD -+Gerresheimer Bormioli Pharma —e—Stélzle Glass Group —<Piramal Glass ——Schott

SGD n=53 Gerresheimer n=58 Bormioli n=52 Stdlzle n=58 Piramal n=28 Schott n=35

Figure 32: Image profiles of pharmaceutical glass packaging suppliers (own presentation)

The line graph shows, that SGD Pharma is for many aspects perceived as the
leader and thus has the overall best image.
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The graph 33 shows the image profile of Stblzle split into existing and potential

customers.

Image Stolzle Existing and Potential Customers

High quality

Low price level

Customized packaging
solutions

Competent sales
representatives

Well-known company

Long experience in
production

Clear range of services
Fast order processing

Good traceability of
delivery

Adequate certification

Innovative packaging
solutions

Low quality

High price level

Standardized packaging
solutions

Incompetent sales
representatives

Unkown company

Little experience in
glass production

Unclear range of services

Long order processing

Little traceability of
delivery

Inadequate certification

Standardized packaging
solutions

1 2 3 4 5 6
-#-|mage Existing Customers ——Image Potential Customers

Existing customers n= 42 Potential customers n= 16

Figure 33: Image profile of Stdlzle split into existing and potential customers (own presentation)

The graph illustrated that existing customers assess the image of Stdlzle better
than potential customers.
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Main differences and specifics between France and Germany/Austria

In this section, the differences and specifics for the image between France and
Germany/Austria is analyzed. The analysis includes image profiles of all
competitors, a comparison of Stélzle's image in France and Germany/Austria and
to SGD.

The graph below shows the image profiles of the main competition in the French

pharmaceutical market.

Image pharmaceutical glass manufacturers
France

High quality

Low price level —

Customized packaging
solutions

Competent sales
representatives

Well-known company

Long experience in
production

Clear range of services

Fast order processing

Good traceability of
delivery

Adequate certification

Innovative packaging
solutions

Low quality

High price level

Standardized packaging
solutions

~ Incompetent sales

representatives

Unkown company

Little experience in

glass production

Unclear range of services

Long order processing

Little traceability of
delivery

Inadequate certification

Standardized packaging
solutions

1 2 3 4 5 6
—#-SGD -+-Gerresheimer Bormioli Pharma —e—Stélzle Glass Group —<Piramal Glass ——Schott

SGD n=30 Gerresheimer n=29 Bormioli n=28 Sto6lzle n=28 Piramal n=16 Schott n=8

Figure 34: Image profiles of STO and competitors i France (own presentation)

The line graph shows, that SGD Pharma is in many aspects perceived as the
leader. Stolzle is in many aspects far behind SGD Pharma and for no single

aspect perceived as the leader.
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The graph below shows the image profiles of the main competition in the
German/Austrian pharmaceutical market.

Image pharmaceutical glass manufacturers
Germany/Austria

High quality ¥
NN

: N
Low price level ————— 3%

Low quality

High price level

Customized packaging
solutions

Standardized packaging

solutions

Competent sales
representatives

Incompetent sales
representatives

Well-known company

Unkown company

Long experience in
production

Little experience in
glass production

Clear range of services Unclear range of services

Fast order processing Long order processing

delivery

delivery /
Adequate certification 4 Inadequate certification

Good traceability of /\, Little traceability of

Innovative packaging

Standardized packaging
solutions

solutions

1 2 3 4 5 6
-B-3GD -+-Gerresheimer Bormioli Pharma ——Stdlzle Glass Group —<Piramal Glass ——Schott

SGD n=23 Gerresheimer n=29 Bormioli n=24 St6lzle n=30 Piramal n=12 Schott n=27

Figure 35: Image profiles of STO and competitors i Germany/Austria (own presentation)

The line graph shows, that in the German/Austrian market Stolzle is in many
aspects perceived as the leader.
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The graph below shows the image profiles of Stblzle compared to the French

market leader SGD Pharma in the French and German/Austrian pharmaceutical

market.

Image comparison of Stélzle and SGD Pharma

High quality

Low price level

Customized packaging
solutions

Competent sales
representatives

Well-known company

Long experience in
production

Clear range of services

Fast order processing -

Good traceability of
delivery

Adequate certification

Innovative packaging
solutions

-8-SGD France -#-SGD Germany/Austria

Low quality

High price level

Standardized packaging
solutions

Incompetent sales
representatives

Unkown company

Little experience in
glass production

Unclear range of services

Long order processing

Little traceability of
delivery

Inadequate certification

Standardized packaging
solutions

Stélzle France —e—Stdlzle Germany/Austria

SGD France n=30 SGD Germany/Austria n=23 Stolzle France n=28
Stdlzle Germany/Austria n=30

Figure 36: Image of SGD Pharma and Stélzle in France and Germany/Austria (own presentation)

The line graph shows that Stolzle is perceived in many aspects more positively
than SGD Pharma for the German/Austrian customers. But for the French

customers, Stolzle is far behind SGD Pharma and for no aspect better assessed.
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A significant difference was noticed for the image of Stolzle. Compared to
Germany/Austria, Stolzle has an image gap in the French pharmaceutical market
i as the graph below shows.

Figure 37: Image gap of Stélzle in the French pharmaceutical market (own presentation)

As can be seen in the line chart, the image of Stdlzle in France is not as good as
in the German/Austrian area. But all values are positive T except the last criteria

'Innovative packaging solutions'.
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