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ABSTRACT

A central problem of the world economy is how to foster dev-
elopment in the Third World countries. 5o, focusing on and
attempting to develop an effective marketing strategy for the
State Trading Organisations will provide some solutions to the
problems of developing countries with marketing planners being able
to contribute to such development. This thesis identifies,
analyses and evaluates the marketing strategies adopted by the
State Trading Organisations in Iraq and examines the differences

between them and those practised in the private sector.

Part 1: defines the theoretical framework for a marketing
strategy and describes the method employed in form-
ulating strategies to achieve marketing objectives.
An examination of the relevant literature has been

carried out.

Part 2: contains a detailed description of the environmental
factors, socio-economic variables, political and legal
dimensions, population and demographic variables, etc.
and discusses how they affect the determination of

marketing strategies in the State Trading Organisations.

Part 3:  includes detailed descriptions and discussions of the
strategies related to the marketing mix elements,
l1.e. merchandise (product), price, distribution, and
promotion as practised by these Organisations, which
were based on questionnaire and in-depth interviews.
It describes the marketing planning organisation by

means of which the planning process is carried out.

Part 4: contains a summary of the findings derived from the
questionnaire, in-depth interviews with the President,

General Managers, Assistant General Managers for
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Marketing and other executives in the State Trading
Organisations and other related Organisations, the
purpose of which was to establish the characteristics
of the marketing strateqy as devised by these Organ-
isations. It also contains conclusions and recomm-
endations based on the fieldwork, which revealed that
the marketing strategies developed by the Organisations
were ineffective. This was due not only to the
difficulties in setting explicit, quantified and
measurable objectives, but as a result of the ambiquity
of role created by the competing pressures derived

from political ideology and intellectual considerations
linked with economic and social planning. Contributions
to the failure of the Organisations' marketing strategy

were found to be:-

a) the limited degree of freedom of decision allowed

and the complexity of the environment;

b) the planning system itself is primitive and incapable

of devising advanced marketing plans.

Finally, as certain prerequisites are required to allow
the development of an effective marketing strategy

for the Organisations, certain recommendations are
included.



PART ONE

Chapter 1: THE SCOPE AND OBJECTIVES OF
THE STUDY.

Chapter 2: RESEARCH METHODOLOGY AND
SAMPLE CHARACTERISTICS.



CHAPTER ONE

The Scope and Objectives of the Study

The main aim of this chapter is to outline the nature and
purpose of the current study. More specifically, this chapter
presents a discussion relating to the framework and objectives of
the present research which is concerned with the marketing stra-
tegy employed by State Trading Organisations in Iraq. The

chapter is divided into the following sections:

1. Introduction
2. Objectives of the Study

5. The Need for the Study
4. Statement of Hypothesis

1.1 Introduction

In Iraq, the study of strategic marketing planning as an element
of successful harketing has been largely neglected by scholars and
practitioners in favour of investigation of other aspects of the
process of management. This neglect has occurred because management
has either been engrossed in day-to-day operations, or has relied on a
one-year budgeting plan, and lacked the experience and skills
- required for marketing planning. In addition, little reliable data
was available. Moreover, the complexity of the marketing system,
and accelerating rate of environmental changes made the prediction
of such changes very difficult. All these factors have tended to
make the study of such a critical area a difficult undertaking. But
concern about the performance of the State Trading Organisations has

increased interest in marketing as a means of improving their per-

formance.

After the 14th July 1958 Revolution, Iraqg experienced some social
and economic changes and consumer needs and wants received more

attention, but the wholesaling-retailing system did not undergo



radical changes. It was still largely privately owned apart
from a few state-owned organisations. These state-owned organi-
sations marketed a small number of product lines and carried out
limited activities, buying and selling on a cash-and-carry basis.
No planning system had as yet been established by*either sector
(private or state). Decision-making in both sectors was based on

reaction to, not anticipation of, particular circumstances.

The government introduced nationalisation of commercial
institutions in 1963, causing a widespread fear among wholesalers
and retailers of further nationalisation. This fear made whole-
salers and retailers reluctant to risk capital investment and caused
a decline in private commercial activities. The industrial
census of 1976 showed that some 52,600 persons were engaged in
commerce, of whom about 4,900 were in the wholesale and 47,700 in
the retail trade,1

The wholesale and retail trade played a relatively small part in the

with annual sales estimated at I.D. 82.6 million.

nation's economy, estimated as contributing only 6 per cent to the
gross national product, a smaller share than any other economic

sector except banking, insurance and construction.

In 1964, the government nationalised some retail chain stores
with branches in the main cities, together with a number of trade
wholesalers, thereby establishing the State Organisation of Trade.
This Organisation was responsible for importing sugar, tea, dried
beans, canned milk and other canned food products and industrial
goods. The Government Purchasing Board* determined the quota of
goods to be imported by the private wholesalers and the State
Organisation of Trade. The State Organisation's share of the total
import allocation increased substantially as a number of private

wholesalers stopped importing their quotas. But the total number
of people engaged in trade had risen to an estimated 75,000 persons
or 3 per cent of the total economically active population in that

year.4 The nationalisation in July 1964 of all foreign and domestic

* The Government Purchasing Board was the only government agency
which had the authority to grant the importing license for a
particular item and to decide the amount of money to be spent
on importing 1it.



banks, insurance companies, and thirty private industrial enter-
prises and commercial institutions had a strong impact on commercial
activities. It marked the beginning of a new era in domestic

trade activity with private trade at both wholesale and retail trade
levels declining and the public sector increasing significantly.

The State Organisation of Trade experienced many problems resulting
from its lack of knowledge, its inexperience, corruption on the part
of some staff, and unskilled management. The Comrade, the Regional
Secretary General of the Party, in a speech in 1974, stated "It is
necessary to mention errors in the field of internal as well as
external trade which have caused hardships to citizens and been
detrimental to some programmes of development and growth. The
country has seen cases of shortages and chaos in the basic and
secondary consumer needs."5 In addition, the increased share of
overall trade by the State Organisation of Trade caused a bottleneck
in the movement of trade. Such a high volume of imports and a
multiplicity of commercial activities cannot be dealt with through

short-term formulas but require the support of an elaborate planning
system.

In 1975, the government issued law number 97 which amended
previous legislation in order to implement plans to fulfil the
consumers' needs and wants. It undertook reform of the domestic
trading system and created two organisations. The first, which was

to cater for the needs of the producers and users was called the
State Organisation of Industrial Goods. The other, the State
Organisation of Consumer Goods, was responsible for the needs and
wants of consumers. The latter organisation played an important
role in providing consumer goods and subsequently its activities
have been broadened substantially. To fulfil its responsibilities,
the State Organisation of Consumer Goods established five General
State Establishments. Each of these Establishments market specific
product lines. After the nationalisation of o0il and the increase
in oil prices, the public sector's activity in wholesaling and
retailing increased and assumed much greater importance. For
example, by 1977, the sales of the two main establishments of the

State Organisation of Consumer Goods exceeded I.D. 206 million, the



number of people working in trade exceeded 130 thousand, and its

contribution to the GDP exceeded 12 per cent. These Organisations*

have faced many problems and difficulties which have been a source
of concern to management and government alike in terms of the
effectiveness of their performance. Therefore, they established a
planning system and organised a planning department in order to
cope with their environment and to improve their performance. But
their planning system has failed to develop marketing strategies
capable of achieving their objectives. At the beginning of the
1980s the performance of the State-owned enterprises and the role
of marketing strategy in improving their performance began to
receive more attention, and this approach will be pursued even more

in the future as the market share of these organisations increases.

1.2 O0Objectives of the Study

The overall objectives of the research are: a) to improve under-
standing of the marketing strategy practised by the State Trading
Organisations; b) to examine the factors that influence the marketing
planning in these Organisations, and how these may differ from those
of privately-owned firms; c) to suggest whatever recommendations
are necessary to improve marketing strategy formulation in these

Organisations. More specifically, the study seeks to achieve the
following objectives:

1)  To provide a factual account of the strategic marketing
planning practised by the State Trading Organisations in Iragq.
ouch information would provide a means of identifying the
shortcomings of their marketing strategy, indicating the major
problems encountered by the planners, and providing a basis
for establishing an appropriate strategy to solve their
problems so that strategic marketing planning can be well

designed and placed in its proper perspective in the overall
policy of State Trading Organisations.

N e —

* Hereafter, the term the State Trading Organisations will be
used for convenience.



2) To examine and explain some of the relationships between social,
political, technological, competitive, economic, cultural and
other variables on the one hand, and the marketing strategies
of these Organisations on the other. In order to achieve this
objective, a concise description of these variables will be

provided.

3) To find ways of improving present strategic marketing planning
practices in order to provide an efficient planning system for
the State Trading Organisations, thereby securing their posi-

tions in the market as their field of operations expands.

4) To provide a basis for the policy-makers in the State Trading
Organisations to take measures which will ensure harmony

between the activities of these Organisations and their envir-

onment.

5) To make a contribution to the literature pertaining to strategic
marketing planning in state-owned firms in the wholesaling

and retailing sector in a developing nation, namely Iragq,

from which universal conclusions or new insights might be drawn.

Throughout, the researcher will attempt to investigate the planning
process 1in order to establish real facts while remaining conscious
of the dangers associated with this broad subject, and avoiding as
far as possible the inherent pitfalls.

1.3 The Need for the Studz

In Iraq, the government produces five year economic development
plans, covering such subjects as the alleviation of poverty, meeting
the demand for goods and services, social security provisions, the
prevention of pollution of the environment, reducing urban congestion,
loss of amenity, and the implications of proposals for land u536
which could create serious problems of resources allocation. To
achieve such objectives, the government has to develop a long-term

plan in each field within which each state-owned organisation



prepares to set its own objectives and strategy in order to play

its role in achieving the corporate objectives. This promotes
interest and acceptance of the need to formulate strategic marketing
plans in order to contribute significantly to economic and social
development, to meet the needs and wants of consumers in Iraq, and

to serve the purposes of the organisation.

The lack of data providing a systematic account of strategic
marketing planning in the State Trading Organisations 1s one con-
sideration which motivated this research. If management in the
state-owned firms want to increase their ability to anticipate
changes, to take immediate advantage of new opportunities and timely
action to avoid threats, to gquide and direct the organisation's
growth and development, a first step must be to describe, analyse
and evaluate the strategic marketing planning practices in terms of
their particular environment. To date, in the State Trading Organi-
sations, a thorough investigation of all factors that have an
influence on marketing strategy has not been undertaken. Such an
investigation could determine the status of marketing within these
Organisations and could prepare the way for further research.

Accordingly, there is a definite need for this kind of research.

1.4 Statement of Hypothesis

The State Trading Organisations adopt marketing planning in
order to improve their performance and to cope with their environ-
ment, but their planning is not of a high standard. The hypothesis
states that the State Trading Organisation's approach to formulating
their marketing strategies results in poorly structured and hard to
understand marketing planning process which leads to ineffective
per formance. This view was formed as a result of observations over
a number of years of the Organisation's performance and the number
of complaints by customers published in newspapers or voiced at
meetings, which led to an increased desire for improvement in the

performance of the State Trading Organisations and other State



enterprises, based on the increasing body of published work on
marketing strategy formulation. Therefore, the thesis 1is
directed at identifying and evaluating the marketing stratagies

of the State Trading Organisations in Iragq.
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CHAPTER TWO

Research Methodology and Sample Characteristics

2.1 Research Methodology

The aim of this chapter is to describe and explain the methods

adopted in collecting the data for this study.

To reiterate,the main purpose of the study is to explore and
analyse marketing strategy ‘as practised by the State Trading Organi-
sations in Iraq and to analyse the contribution which various mar-
keting tools may make to improve marketing planning in these

organisations. To achieve this end, the study was conducted 1in

two phases, as follows:

The first, consisted of a thorough and critical review of the
available literature concerning marketing strategy and those employed
by state enterprises and in particular in state trading organisations.
This phase served two purposes. First, it made possible the
objective documentation of the marketing practices of the State
Trading Organisations of Consumer Goods, and second, by review of
literature, provided the foundation for understanding the results

of the empirical investigation.

The second phase of the research involved an empirical examin-
ation of the strategic marketing planning employed by the State

Organisation of Consumer Goods and the General State Establishments

of Iraq. To accomplish this objective, a draft copy of a quest-
ionnaire was prepared and shown to a few selected respondents (a
pilot study). The aim was to identify the strategies employed by
the State Organisations of Consumer Goods in Iraq and to establish
the association of environmental conditions with their particular
characteristics affecting the design and implementation of the
respective choice of marketing strategies. Several improvements
in this survey instrument (questionnaire) resulted from the dis-

cussions and analysis established the particular characteristics
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of the environmental conditions and their effect on the choice of
marketing strategies in the State Organisation of Consumer Goods
which required to be further investigated in the field research.

A comprehensive analysis and study in depth of the nature of
marketing problems and strategies in the State Trading Organisations
was conducted to shed light on their characteristics and differ-
ences. This was a necessary stage and had to precede any attempt
to test the validity of modern marketing concepts and techniques

in the analysis of marketing strategies and decision-making in the

State Trading Organisations.

Broadly, the chapter will be developed as follows:

1. Population of the study

2. The Questionnaire

5. Interviewing

4. Other Sources of Information

2. Sample Characteristics

6. Critical Issues in the State Trading Organisation.

2.1.1 Population of the Study

In Iraq, the flow of consumer goods to ultimate consumers goes
through three distinct channels, those are:

1) Private wholesalers ——3> private retailers
2) State wholesaler

> J)private retailers
Jcooperative retailers

3) State wholesaler—————) state retailers.

The private wholesalers and retailers outlets are small, mainly
owner or family managed, and with a single location. The annual
sales of most of these outlets range between Iraqi Dinnar (I.D.)
»,000 - 10,000, This sector does not appear to have any system of
planning machinery, and is characterised by mobility and instability
because of the ease of entry and exit. In addition, the size of

these outlets hampered any marketing research: thus they were

excluded from the project.
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The cooperative retailing outlets, founded to offer goods
at lower prices for their members, charge a very small margin to
cover their expenses and make little profit. Their members
consist of those subscribers who share a particular job or service
(e.g. port employees, civil servants, etc.) or of a particular
profession (e.g. engineers, teachers.. etc.). These outlets are
supplied from the State Trading Organisations, and their credit
policy affects their market share. At the outset, the cooperative
retailers attracted many consumers, but when they were forced to
stop offering credit as a result of liquid assets shortage and
delay in instalment payment, their sales dropped substantially.
The annual sales of this whole sector during the years 1977, 19/8
and 1979 ranged between I.D. 50,000-70,000 per annum. The sector
worked on "a hand to mouth" basis and did not develop any planning
machinery, although they kept accurate records of their operations.
The size of the sector did not offer the opportunity for research

to allow significant comparisons, thus was, again, excluded from

the research.

The State Organisation of Consumer Goods dominates the whole-

saling and retailing markets, with average annual sales during the
years 1977, 1978 and 1979 of approximately I.D. 200 million. This
State Organisation is divided into five semi-autonomous organisations

each called "General State Establishment", which are: (See Figures
1 and 2)

1)  The General State Fstablishment for Iragi Stores

It is a chain of department stores located in all cities and
the headquarter in Baghdad. These chains are similar to the

department stores prevailing in Europe and America, but on a smaller

scale.

2) The General State Establishment for Foodstuffs

It is a chain of stores-handlingthe marketing of foodstuffs,
e.g. rice, sugar, tea, canned food, beans .. etc. It has the same

structure as the above State.
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3) The General State Establishment for Trading
Precision Instruments

It deals with stationery and office items, and shares the same

structure of the previous two Establishments.

They enjoyed sales of I.D. 13 million in 1980. It employed
1306 employees in 1979.

4) The General State Establishment for Shopping Centres

It is similar to the shopping centres in turope, but on a

smaller scale, less automated and highly dependent on personal

selling.

5) The General State of Iraqi Trading Establishment

It markets durable goods and household items, and offers
repairing and maintenance services. Its organisational structure

shares the same of other previous State Establishments.

In the following chapters, the term "State Trading Organisations"
will be used to refer to all these 5 General State Establishments
and their Headquarter Organisation - The State Organisation of

Consumer Goods to avoid having to respeat all the names etc.

Because of the State Trading Organisations' domination in the
wholesale and retail markets, in which they provide essential
services to other channel members, over whom they exert control,

they have enjoyed leadership and continuous growth in the markets.
Although all the State Trading Organisations are organised around the
product lines and services offered, their organisational structure

is divided into functions (see Figure 2.3) and each of them has
designed a planning department. These five General State Establi-
shments and their Headquarters ~ The State Organisation of Consumer
Goods are selected as the sample frame, because they are big enough
in any measure (sales, structure, employee or other measure) in the

Iraqi situation and of other developing countries, to lend themselves

to research and thus offer the opportunity of significant comparisons.
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2.1.2 The Questionnaire

Before discussing the development of the questionnaire, an
explanation of the procedures that must be followed before con-
ducting field research in Iraq is required. First, a researcher
must complete a form supplied by the respondent organisation
containing many questions, e.qg. the purpose of the research, data
required, methods of the research, etc., and encloses with this
form a copy of the questionnaire in the native language (Arabic).
This is submitted to a special committee which checks all the
questions and authorises conducting field work. After approval,
the questionnaire and the letter of approval are sent to the
ministry of that organisation and then to the Ministry of Planning.
The latter only has the authority to grant permission to conduct
field research and to gather data. After receiving the letter of
permission from them the researcher can then carry out his research.
This takes between one to three months. The letter of permission

was received after six weeks for this study.

The questionnaire was prepared after a detailed search of the
literature for significant ideas relevant to marketing strategy in
the state enterprises, in particular wholesaling and retailing trade,
from the theoretical part of this study in addition to suggestions
made by my supervisor. Although the open-end questions are more
difficult to analyse than other types of questions, they are
appropriate in this case given the need to generate additional
information by way of free expression of ideas. In addition, the
phrasing of the questions was designed to take account of the possi-
bility that respondents would insist on writing in responses
personally rather than allowing the researcher to do so. The

questionnaire was then agreed by the supervisor and the following

procedure carried out.

1) A pilot study was carried out to pretest the questionnaire on
three ex-managers in the State Trading Organisations who pursue
their study in the United Kingdom for higher degree (Ph.D),

one of whom was the planning manager in the General State
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Establishment for Iraqi commerce. After incorporating their
reactions the questionnaire was translated into Arabic with
the help of an expert in linquistics. The questionnaire
was then presented to two experts in marketing at Baghdad

University who suggested only slight amendments.

2) The second pretest of the questionnaire was carried out on

a small sample of top management - The President and four

General Managers - who had no difficulty in interpreting the
questions. The questionnaire was then finalised for
presentation to the top managers. It was distributed personally
to the President, the General Managers of the State Establish-
ments, Vice-President for Marketing, Director of Planning,
Assistant General Managers for Marketing. The total number

of these executives was thirteen. These were the thirteen

most influential executives in the State Trading Organisation

and seven of them form the main body of the Board of Directors

of these organisations who sets the objectives and design

the frame of strategies.

After a preliminary checking of the questionnaire, some questions

were unanswered and a new appointment was made for completing the inter-
views,

2.7.3 Interviewing

Recognising the environment in which the top management answered
written questions in developing countries and to check the strategic
behaviour of the State Trading Organisations, further interviews
were conducted with the top management, employing structured inter-
view but the time and freedom were relaxed to generate more infor-
mation regarding the question. After collecting data from these
Organisations, it was found it is necessary to carry out interviews
with Assistant General for Importing and the managers of the Planning
Department in all the State Trading Organisations. The total number
of interviews with the previous top executives was twenty-six. In

addition, the General Manager for Planning and Control and the
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Manager of Research and Development in the Ministry of Commerce
were interviewed because of their strong influence on the planning
system in these Organisations. Colnciding the field work with the
time of preparing the plans of these Organisations motivated the
researcher to carry out more than one interview which lasted between
2 to 3 hours in order to establish an accurate picture of their
planning process and their marketing strategies. A total number
of interviews carried out approached 40 in addition to the work
accomplished in the questionnaire stage. A further visit was
conducted to the President of the Internal Commerce Planning Organi-
sation in the Ministry of Planning to comprehend the relationship
between the plans of these Organisations and the national develop-
ment plans. To follow the hierarchy of the planning system in
these Organisations, another visit was carried out to the Planning
Department in the branch of the Organisation in a main city and

the researcher received a lengthy description of their preparation

of the plans.

During the field work which lasted for about four months, the
researcher lived the day-to-day operations of these Organisations

which offered the opportunity to gather an accurate picture about
their behaviour.

2.1.4 Other Sources of Information

The researcher had kept close observations of the behaviour of
the State Trading Organisations for several years and the most cru-
cial years were between 1979-1982. In addition, the researcher
attended meetings, congresses or symposiums held to discuss the
problems of these Organisations. There was a close personal con-

tact with the managers to discuss some problems in additon to

participating in the training programmes.

A thorough discussion was carried out with some lecturers from
the Mystansria University who contributed to the symposium held in
Baghdad between 14 to 16 April, 1984 concerning the problem of the

internal trade and all the relevant unpublished papers were obtained.
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In addition, discussions were carried out with experts in mar-
keting system including professors in Baghdad, Mystansria and
Basrah Universities. Moreover, visiting the Federation of the
Chambers of Commerce in Baghdad and discussion about the relation-
ship between these Organisations and the private sector - whole-
salers and retailers - was carried out and a paper of this role

was received from the expert of the Federation. Visits to relevant
government agencies were carried out to collect the data. All
published and the unpublished work were searched in Iraq and

collected the relevant data and information. The same work was

also conducted in the United Kingdom.

2.2 Sample Characteristics

The primary objective of the study was to develop a descriptive
framework of marketing strategy in the State Trading Organisations

based on a survey of those managing marketing activities.

The research was interested in the influence of environmental
and product variables on the marketing strategy actually used.
It is hoped that critical analysis of key variables will enable the
testing of the hypotheses of some probable relationships between

the variables and marketing strategy.

The variables selected as having the greatest potential influence

on marketing strategy are discussed below:

2.2.1 Type of Organisation

The State Trading Organisations are the largest firms dealing
with the wholesaling and retailing in Iraq. Each General State
Establishment had a high market share and leadership in most goods
it sold. But, they had difficulties and problems revealed in

maldistribution, shortages, and delays in deliveries.

The State Trading Organisations differ "from traditional govern-
ment units in being subject to the pressure of the markets in which

they buy and sell, but (they) also differ from large private
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organisations in being subject to direct or internal government
contml.1 Therefore, there are variations in the methods used to
formulate and implement their respective marketing strategy and

the degree of emphasis applied to the various components of the
marketing mix from those of their counterparts in private firms,
particularly those in the developed countries. The variations
occur because of (a) differences in missions and primary objectives,
(b) differences in the development and execution of their marketing
strategies, (c) differences in the nature and characteristics of
environmental changes. In Iraq, for example, the State Trading
Organisations were influenced by an ideology considered to be an
alternative to the Soviet paradigm of state-planned and state-
controlled firms and economy, or to the paradigm of a free market

economy, (d) other differences, e.g. sources of supplies, have an

impact on their respective marketing strategies.

These differences have resulted in major variations in the

marketing strategy practised by the state firms because:

1) Private wholesaling and retailing outlets are owned and
managed by their owners who control anddirect them as they
wish. Whereas, the State Organisations are owned by
government and managed by hired or appointed managers and

directed to serve the government's aims.

2) Private-owned firms are, generally, aiming to make profit,
while the State Trading Organisations' primary objective is
not necessarily to make profit, e.g. their first drive is
to meet customer needs rather than the profit motive and they

are socially oriented(or should be).

Consequently, as long as State Trading Organisations are
subject to the pressure of the markets to meet their demands and
have specific (perhaps conflicting) objectives to meet (e.g. match
between market pressure and government pressure), it is necessary

to employ effective marketing strategy in order to achieve their

objectives efficiently and effectively.
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The State Trading Organisations in Iraq merit the study,
because they reflect a specific character of marketing practices

and are adequate for the purpose of comparisons.

2.2.2 Size of the Organisation

Strateqy formulation is mostly associated with large companies,
because of the high costs and the capabilities required which are
unlikely to be found in small companies. The reasons behind this
are, in large organisations "a decision taken by a manager will
commit more resources than one taken by his opposite number in a
small organisation, the larger decision, the more carefully must
it be taken. Larger decisions demand more planning."2 Further,
the consequence of increasing decision complexity, increasing
complexity of environment changes, and growing range of goods and
services offered requires that, before a decision can be taken, it
1s necessary to do more planning. Furthermore, the strategy
"provides gquidelines that will help subordinate managers in deciding
how to proceed toward achieving the objectives."3 The State
Trading Organisations are divided into different State Establishments,
having several branches, located in different geographical areas,
each of them deals with many product lines and serves the demand
of many markets segments, and each of them had invested a sizeable
amount of money. Such organisations and their branch managers need
some quidelines to help in deciding how to proceed toward achieving
the State Trading Organisations' objectives. Therefore, it was
hypothesised that the State Trading Organisationswould need to have

more advanced strategic marketing planning in order to achieve their

objectives successfully and cope with the accelerating environmental
changes.

The tabulation of the State Establishments by size was undertaken
in an attempt to show up any differences in behaviour between large
state establishment and small establishment or small private-owned
ones. But the problem is that, there is no specific acceptable
definition of the so-called 'small company" or "large company".

For example, one researcher considered a firm of annual sales $75
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Table 2.1: The Sales as at lst January to 31 June 1983

(Thousand I.D.)

The General State Sales

Establishment I.D.

Source: Unpublished Report, August 1983.
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million as medium, while another considered annual sales of $100
million as a small firm. Further a firm may be considered as

small according to the criteria used in the United Kingdom or
America, while it may be considered as a large firm in Iraq or

other developing countries, so the size of the nation and its total
national products may affect the measurement. However, there are
many general indicators which have been formulated for this purpose,
and which take into consideration the economic conditions prevailing
in the country. Indicators such as sales volume, number of
employees, value of assets, and physical volume of output are

generally accepted.

For the purpose of this work, it was decided to measure the
organisation size based on annual sales volume. The General State
Establishments were classified as large if the sales volume for
1980 was over I.D. 30 million, bearing in mind the size classi-
fication has been adopted to fit Iraqi market, e.g. a department
store that seems small in the United Kingdom, may seem large in
Iraq.  This approach provides in tabular form or measure relevant
to the size and performance of the General State Establishments.

The size of the General State Establishments appeared to deserve

the study and be adequate for comparative study.

2.2.3 S91ze: Number of Employees

The State Trading Organisations in the sample were classified
previously on the basis of the sales volume. In this subsection,
the State Organisations will be classified on the basis of another
variable, namely the number of employees. The breakdown of res-
pondents from State Establishments according to the number of

employees they had is presented in Table 2.2.

The average number of employees in the State ITrading Organi-
sations visited was 1306. The actual number of employees in the
State Trading Organisations outstripped the .average number in the
private sector, and it was not comparable (see Table 2.3). This
was expected since in Iraq the State Establishments tended to
serve different segments of markets in different geographical areas,

of fer many product lines and integrate many functions, so they tend
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Table 2.2: Number of Employees in the State Establishments

State Organisation

The State Establishment of

Iraql Stores 4976
|

The State Establishment for
Trading of Precision 1306

The State Establishment of
Foodstuff 5148

The State Establishment of
Commerce 5111

The State Establishment of
Shopping Centres 18262

Source:  Special unpublished Report 1980.

Table 2.3: Number of Employees in Private Sector of

Wholesaling and Retailing

Employing one person 86
Employing 1-2 persons 8
Employing 3~4 persons 4
Employing 5 persons and over 2

Source: The records of the Federal Trading of Iraqi
Chambers and the Statistics of Internal
Trade 1975 (only available data to date),
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to be more labour intensive than the private sector. Further,
the State Trading Organisation were mostly forward integrated,
unlike the private ones which tended to be one location insti-
tutions and owner-managed and directed. Thus, they were larger
than private trading institutions. Communication with such a
number of employees becomes difficult, so they need a policy to

follow and objectives to guide their decisions.

2.2.4 Location

The headquarters of the State Organisation of Consumer Goods
and the headquarters of all the General State Establishments are
located in Baghdad (the capital). Then, the General State
Establishments are divided into branches, each branch is located
in a city. So, each General State Establishment has eighteen
branches. Baghdad has the largest number of shopping centres and
department stores, with three shopping centres and seven department
stores, while in each city there were only one small shopping centre
and a department store or one store of each of the State Establish-
ments. Thus, it can be seen that Baghdad has a greater concentration
of the State Trading Organisations than other cities. Although
1ts area is only about 4.5 per cent of total Iraqi area, it has
20 per cent of Iraqi population. Locating all headquarters, all
main functions (finance, marketing, planning, importing, research
and development ... etc.), data and information handling and all
main offices, means, according to Iraqi culture, that the main
body of decision-makers and strategic designers are located in
Baghdad. Even the retail outlets and wholesale outlets whose
license were authorised by State Trading Organisations (called

agents), Baghdad had the largest number.

Because the decision-makers and marketing strategy designers
are located in the headquarters at Baghdad, our population for the
study is composed of all top management holding the responsibility
of formulating marketing strategy or taking strategic decisions,
in particular the President, General Managers of all State Esta-
blishments, Vice-President for Marketing, Head - department of

Planning at the State Organisation Asst. General Manager for
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Marketing in the General State Establishments (see Table 2.4).

2.2.5 Degree of Integration

The term "integration" refers to the bringing together of
various numbers of the channel or different business firms under
single ownership or under unified control. Integration can take

the forms, vertical or horizontal. "Transactions which increase
vertical integration have been designated as "forward" or "backward"
dependent upon whether the stages of distribution or production

that are combined under one control extend the acquiring firm's
operations nearer to the original raw material markets or nearer

to the ultimate consumer markets."

"The notion of a vertical marketing system begins with the
concept of a market. A market is the complex of forces and con-
ditions that encompasses the exchange of goods and services between
buyers and sellers."5 The concept of a vertical marketing system
emerges from the observation that most goods and many services pass
through two or more such markets before ultimate consumption. The
system can be defined as "the set of forces, conditions and
institutions associated with the sequential passage of a product
or a service through two or more markets."6 The performance of any

system's member may contribute to the survival and prosperity of an

individual entrepreneur or society.

There are two kinds of vertical marketing systems. First,
forward integration, "in which the controlling business firm is
further away from the ultimate consumer in the channel than any
other agency link."7 Second, backward vertical integration which
means increasing the number of marketing and production facilities
under the command of a retailer or a wholesaler. It, therefore,
involves a reduction in the number of owners who control a marketing
channel. Retailers may search all the way back to production for
the supply of retailers inventory requirements. Simultaneously,
of course, they will buy that part of stock which their own manu-

facturers cannot supply. The precise number of markets to be included

depends upon the nature of the problem under the study.
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The other type of integration is horizontal. This term refers
to the type of alignment where a group of establishments performing
essentially the same type of marketing activity at the same level
or stage of the marketing process are linked together. The alig-
nment may be a matter of ownership, as in the case of the corporate
chain. However, less formal horizontal arrangements are also seen

in trade associations and voluntary groups.

The basic hypothesis underlying the tabulation of the survey
results by degree of integration was that the integration of channel
members of the State Trading Organisations and other members has
created a strategic position which can be so influential and power-

ful in applying their strategies and achieving their objectives.

This hypothesis can be supported by the following facts. The
influence of the State Trading Organisations on other channel members
were accrued, because they were performing critical marketing
functions, e.qg. importing the goods and doing all the related acti-
vities, offering warehousing facilities, transportation. Further-
more, the State Trading Organisations affect the role of the private
sector, e.g. determine the product lines to be carried and granting
a license to conduct a business as an agent.' The total number of
the State Trading Organisations' institutions, their agents and the
cooperative stores forms a power ful channel system which exerts
more power on other channel members and facilitates the implementation
of their strategies. Furthermore, the State Trading Organisations
grant the license to the private local wholesalers and retailers
to buy and sell their goods, so refusing to grant this license to
these institutions means that they will not get a sizeable share of
their goods sold which may affect their survival and growth. This
has a strong influence and exerts significant power on private
wholesalers and retailers. Finally, the State Trading Organisations
are in commander position of the network transactions which direct
the wholesaling, physical distribution, financing, and retailing
facilities, by exercising managerial authority over other channel
members, these Organisations can direct and coordinate the efforts

to meet the demand while simultaneously seeking lower marketing costs



Table 2.4:

Province

Dihook
Nineveh
Sulaimaniya

Taimeem
Arbil
Diala
Anbar
Baghdad
Babylon
Kerbela
Wasit
Salah Al-~Dean
Najaf
Kudesia
Muthana
Thi~Qar
tMeissan
Basrah

Total

Source:

The Locations of State Trading Organisations and
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568
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797
3223

35582
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to the benefits of all channel members, which enhance the power
and control over other channel members to serve their purpose of

the State Trading Organisations.

The classification of channel members show the significant

size of the State Organisations to exert power and may lead to

significant comparisons.
2.2.6 The Educational Background of Top Management*

Many families in Iraq during the last few decades found diffi-
culties in supporting their children in pursuing their studies for
higher degrees. Even, the education system has not yet developed
to offer vaired or specialised programmes. Most of the higher
education was received abroad and channelled to the Universities.
But in the last few years many opportunities were offered and many

students had pursued their studies for higher degree.

All the top management of the State Trading Organisations visited
have had at least college education and only two of them have a
postgraduate degree. Business administration was most common, but
none of the General Managers and even their Marketing Deputy had
any degree in marketing. In the State Trading Organisations visited,
there were 5 out of 13 of top management who were graduates of
business administration and who qualified in Iraqi universities
(mainly Baghdad, El-Mustansyria and Basrah universities) (President,
two general managers and two marketing deputies). Two of the
General Managers only have a postgraduate degree (Master in Econ-
omics, Diploma in Cost Accounting). Four of the General Managers
were graduate economists (one General Manager, two Marketing

Deputies and the Head of Planning). Two of the Marketing Deputies
were graduates of Law. One can conclude, therefore, that 38.5 per
cent of the top management held a business qualification, 30.7 per
—_—
* We refer here to top management and all through the work, to

President, General Managers and their Marketing Deputy who are
mainly responsible for marketing planning.
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cent held an economic qualifiaction, 15.4 per cent held a law
qualification and the rest held other degrees in social science,

but no one of them held any qualifaction in marketing (Table 2.5).

The procedures of hiring top management, mostly, that there were two
important factors playing an important role in assigning a person to
such a position. First, the seniority or how long a person had
service in the organisation. Second, and most important is that most
of the top managers were appointed to serve political aims. A
well-developed strategic plan is merely an expensive report, but

i1t becomes a viable tool when it is placed in the hands of a manager

competent to execute the plan.

2.2.7 The Source of Supplies

The focus of management has shifted from one period to another
as a result of environmental changes. The industrial revolution
had caused an emphasis to be on the production. Latterly, the
emphasis was shifted on finance because of shortages of capital
but when the machines began to run smoothly and create a surplus
1n the output, emphasis swung to the marketing efforts. In the
late 1950s, the "Marketing Concept" was developed in response
to the increased production capacity of the industrialised nations.
But this did not apply to all economies, e.g. in Iraq there was
insufficient industry to produce enough goods. So, the main source
of supplies for many goods was 1imports. It was not until the
early to mid-1960s that management began to place increasing emphasis
on the physical supply function as an integral part of the total
marketing mission® in the developed countries. However, 1in
countries like Iraq it is still treated haphazardly, although
importing goods costs millions of Iraqi Dinnars (on average between
40-60% of total investment, (see Table 2.6). Added to this, the
primary function of wholesaling and retailing institutions is to
offer goods at the right time, at the right place and at the right
price. If one part of these 1is interrupted, the particular whole-
saler or retailer will incur some costs (e.g. opportunity cost,
rent, wages, loss of loyality ... etc.). To avoid this, the
wholesaler or a retailer should plan to ensure the availability

of goods.
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Table 2.97: The Educational Background of Top Management*
in the State Trading Organisations

Busi-~ Economic Law Commerce Accou- Total
ness nting

The State Organisation
of Consumer Goods

The State Establish-

ment of Commerce

The State Establish-
ment of Iraql Stores

The State Establish-
ment of Shopping
Centres

The State Establish-
ment of Foodstuffs

The State Establish-
ment for Trading of
Precise Instruments

Total 5 4 2 1 1 13
Percentage 38.5 30.7 15.4 7.7 7.7
* Top management refer to the president, General Manager and

their Marketing Deputy,.
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Hence, it was hypothesised that the State Trading Organisations
should view the efficient flow of goods as an integral part of the
total marketing mission, requiring detailed planning to ensure the
availability of goods in order to achieve the State Organisations’

objectives economically.

2.3 Critical Issues in the State Trading Organisation

The variables considered to have an important influence on

marketing strategy are discussed below:

2.3.1 Objectives

Objectives are desired or needed results to be achieved by a
specific time. These objectives have to be tailored to the reality
of what can be achieved by the organisation state in readily
measurable terms, not wishful thinking, given its competitive situ-
ation and available resources. In addition, objectives are needed
to stimulate the creation of sound strategy, effective implementation
and to offer guidance and motivation to individuals to perform at
higher levels of efficiency and effectiveness. Moreover, planning
can only be a useful function if objectives are properly chosen.
Without concrete objectives, the entire planning activity can
easily turn into a futile exercise. Furthermore, hierarchy of
objectives flows from corporate to functional and to branch levels
so that each level will be able to account for "its own decision

in order to reach objectives optimally.

The difficulty of setting objectives in the state enterprises
rises because of the choice between to maximise their profit as
rational organisations aimed to survive, or to help the government
implement its own socio-economic policies. Survival of the State
Irading Organisation is a fundamental aim. It should be recognised
at the outset that rarely does a firm - state or private - literally
maximise profits alone. Moreover, social demands on firms is
increasing, they are under mounting pressure to behave in a way

which does not just maximise their own economic goals but also sati-

sfies new social demand.
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It is true that profit-maximisation as such cannot be taken as
the exclusive purpose of the firm. Indeed, survival or continuity
are important concerns to a firm. And firms are certainly under
pressure to rationalise their appetite for economic profits and
take some of the society's well-being and development needs. 5till,
profit should be considered a private enterprise's fundamental reason
for being in business. Ansoff indicated that the privately owned
firm has 'economic' as well as 'social' or non-economic objectives,
though the former (e.g. maximise long-term returns on resources
employed) are the central purpose of the firm and exert the primary
influence on the firm's influence.9 "In the context of strategy
formulation, profit must be regarded as the fundamental raison d'entre
of the private firm; once exogenous and endogenous constraints or
intervening variables are taken into account, it is still the

underlying end to be pursued."1

Does the same hold true for the State Trading Organisations?
The economists indicate that the purpose of a company is to maximise
the returns of the stockholders. This is fine when privately
owned firms are considered, where the stockholders' goals in
investing in a firm is to receive the highest possible profits.
Thus, the expected returns from the investment are financial. But
for the State Trading Organisations this may or may not be the case.
The owner is the government. The returns it expects may not
necessarily be only financial. The government may want the State
Irading Organisations to make certain investment in some products
or markets which are not lucrative for these Organisations them-
selves but which are desirable for the government. Indeed, govern-
ment may well require the State Trading Organisations to behave in
a way which is different from what the Organisations would do were
they to responde solely to free market forces. Thus, it appears
that the State Organisations have two kinds of objectives. The
first being what is called 'profit objectives' when the organisation
seeks profits and no government expectation imposed on it. The
second objective 1s called 'social objective' when the organisations
are concerned with fulfilling socio-economic demands and national

planning objectives, so that organisations no longer respond to
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market forces but to specific demands of the government. This may
cause difficulty in setting clear and quantified objectives and as
a result it will not help to develop effective strategy. There-
fore, it is hypothesised that unclear, unquantified and qualitative

objectives will not result in developing effective marketing stra-

tegies.

1o quide the data collection and provide a framework within
which the information obtained may be structured, the most important
factors which characterise marketing strategy development in the
State Trading Organisations, and the extent to which they differ
from those influencing management in private enterprises, will be
defined and discussed. Without such a framework, the research
data would not adequately reflect the characteristics determinants
of marketing strategy in these Organisations, and some useful
insights might not be obtained. For this purpose, the juxtaposition
of business goals and political goals commonly used in economic
and policy literature respectively, is not by itself very useful.
Those categories are too general and vague to enable data to be
sifted in a form relevant to the complexity of the problems facing
managers in formulating a strategy in these Organisations. What
1s required is an adaptive framework based on strategic concepts,
which can be operationalised by managers. Various approaches to
developing a marketing strategy can be found in the literature.
Although these are helpful to researchers, in order to assess their
relevance to this study, an attempt is made to describe the
critical elements of marketing strategy in the context of state
enterprises as perceived by management actively engaged in that
field as well as by previous researchers. In doing so, insights
can be obtained into the complex problems managers encounter in
formulating marketing strategies in the state Organisations. In
the process, the essential characteristics of the type of analysis
required for developing an appropriate strategic marketing planning

approach will be defined.
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2.3.2 The Structure of the Organisation

Organisation structure refers to the relationships, roles and
interactions that have a pervasive influence on how strategies are
determined and executed. Organisations ideally function as
coordinating mechanisms that facilitate coping with strategic
problems. Several studies have stressed the importance of organi-

sation in implementing a successful strategy, because "a plan has

little value if the organisation planned for is not capable of

11

carrying it out." Hence, "taking the organisation's structure

for granted may deprive the planner of his most powerful means of

12 1t is important to consider that

improving its performance."
the corporate organisation and its people are not only the means
through which strateqy is implemented, they are the major constraints.
Rowe et al refer to the dynamics of organisational changes as the
organisational life cycle.13 The changes evolve when the envir-
onment demand such changes for each stage of change. Moreover,

"each structure facilitates a certain set of processes that also

must fit the product-market strategy being pursued."14 In Iraq,
during the years 1975 to 1982, three crucial and comprehensive
changes in the State Trading Organisations' structure come about
which have strong impact on the development of marketing strategy

in these Organisations (amended Law No. 97, 1975 and the State

Urganisation of Consumer Goods' Constitution No. 21, 1982).

Therefore, it is hypothesised that a carefully designed and

established organisational structure, commensurate with demand of
environmental changes is of crucial importance in developing and

implementing a marketing strategy being pursued.
The reasons behind this are:
1)  The organisational structure changes are based on individual

or authority decisions, through - Law No. 97, 1975, and
Constitution No. 21, 1982.
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2. The period of changes was not enough to implement or evaluate

a strateqgy.

3. Accelerating changes may not be without a high price, parti-
cularly in human dislocation, not only for the obvious victims
of the accelerated change rate, but for the managers and
changers themselves. They may also find difficulties to
adapt themselves so rapidly to these changes, or may pay heavy
psychological penalty for too rapid rate of changes. This
is revealed in concentrating the efforts of the State Irading

Organisations' managers on short-term plan and unenthusiasm

to long-range strategies.

4) The organisationsl challenge is similar to building ahouse on
a constantly shifting ground, not ruining the house as a whole

every time as it happened in the State ITrading Organisations.

2.3.3 The Role of the Organisation

The essence of the marketing concept is to keep the consumer in

mind constantly and that policy has bteen successfully

adopted by most progressive organisations. The important questions
to be answered before marketing planning can be successful are:

(a) who are the consumers of the organisation? (b) whom does the
organisation want to have as consumers? (c) what needs are the
organisation now satisfying? What kind of needs does the organi-
sation want to satisfy in the future? The answers to these questilons
will enable the organisation to determine the strategy to be employed

in order to reach current and future consumers.

The top management of the State Trading Organisations have
recognised the importance of keeping consumers in mind and satis-
fying their prime needs and wants, and this is well documented in
the Political Report of 1982. But a consumer will not be convinced
that this is the case when he goes to the market and caanot find what
he wants, so payilng lip service towards keeping consumers in mind

will not be sufficient; their demand must be met. With limited



58

resources, it is difficult, if not impossible, to serve a large
number of people with diverse needs and wants, so the State Trading
Organisations have to select particular market segments to be

served and needs and wants to be satisfied. This is necessary

so that they can be analysed and future trends can be forecast.
Furthermore, "one of the key elements in strategic business planning
is deciding what priorities to place upon a firm's various business
areas, including in some instances eliminating products-and choosing

not to serve certain markets."15

But this approach may not be
adequate for developing an effective marketing strategy in the State
Trading Organisations. These Organisations-have a more difficult
role than their counterparts in the Communist countries or in
Europe. While the State wholesaling and retailing institutions

in the Communist countries simply distribute available goods and
European organisations generally select their niches in a market

and build their strategy based on pursuing competitive advantage,
the tasks facing the State Trading Organisations in Iraq are more
complex. Firstly, the State Trading Organisations have to serve
the long-term aims of the government. Secondly, the consumer in
Iraq has been influenced by the Western style of living and his
income allows him to copy that style. Thirdly, the government has
given a role to the private sector in the field of wholesaling

and retailing and given the State Trading Organisations responsi-
bility for leadership in internal trade. So, the State Trading
Urganisations have to define their role and business function
explicitly in order to contribute to the development of a successful
marketing strategy. In practice, it is still rare to find specific
attention being paid to how the business role should be defined in
Iraq. During the 1980s, the State Trading Organisations failed to

recognise the importance of defining their role properly and tried
to serve all the markets although their needs and wants were diverse,
thereby incurring problems in terms of shortages, black markets, and
market disturbances. This resulted in criticism by the government

and President Hussein insisted that the private sector should be

given more responsibility with the State Organisation's role being

redefined in an attempt to remove the source of complaints.



(a)

(b)

(c)

(d)

(e)
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The main reasons for this situation are that:

The State Trading Organisations have tried to offer goods
and services to all segments of the markets, within their
available resources and management capabilities, which

made it difficult to serve diverse wants and needs,

resulting in shortages and unbalanced market.

The State Trading Organisations require to define what
consumers needs and wants are to be met, and to do this,
research must be undertaken to assess the current situation
and allow changes to be predicted. Once they understand
consumer needs, the Organisations will be in a much better
position to direct marketing programmes that will satisfy
those needs successfully and hence will coincide with market

16

demand. This can also help to allocate resources accor-

ding to the priorities set by top management.

After 1972, increasing consumer affluence expanded consumer
choices considerably and planning emerged as a crucial mar-
keting function to be employed by the State Trading Organisations
in order to cope with the accelerating environmental changes.

Room was also left for the private sector to satisfy particular

needs and wants and in the last few years they have been

encouraged by the government to do so.

The broad definition of their business resulted in fragmentation

of sales, distribution and service activities.

Without a clear understanding throughout the Organisation of

how the business is currently defined and may be defined in the
future, there may not be a sufficiently clear sense of
organisational purpose. Thus, the myriad of strategic and
tactical decisions made up and down the Organisation may lack

coherence and internal consistency.
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(f) Defining market levels in keeping with a more precise market
setting is crucial to successful strategy. ‘"Targets are

defined operationally, and performance can later be evaluated.“17

The importance of a firm's business definition has been widely
recognised as the basis for formulating a sound strategic market
plan (Abell, 1980, Frazier and Howell, 1983 and Day, 1984).
Ambiguity in terms of their role and lack of explicit definition by
the State Trading Organisations has impeded the development of
effective marketing strategies and caused serious problems. Thus,
it was hypothesised that defining the State Trading Organisations'’
business in explicit terms is an essential prerequisite for deter-
mining their strategic makreting plans which, in turn, will affect

their performance.

2.3.4 The Effect of the National Development Plans
on the State Trading Drganisations' Marketing Strategy

Although some literature shed light on the contribution of mar-
keting to economic growth (Baker and El Haddad, 1981; Kinsey, 1980;
Slater, 1975; Riley, 1972 and Raston, 1965), it is generally
recognised that too little attention has been given to the link
between the planning in the firms and the national development plans.
The rights of buyers and sellers are embedded in law and serve as
planning premises for the practical thinking which has contributed
much to the development of marketing tools, marketing strategy and
marketing structuring. National development plans were aimed to
achieve specified overall national objectives within a given period.
So, the cooperation of the State Trading Organisations in implementing

the national development plans is vital.

To achieve this, Government intervention through price support,
ceiling, restrictions, control of foreign trade, quotas, allocating
resources for the State Trade Organisations and setting target
growth of the economic sector could be the most effective instruments
of coercion. These will affect the market mechanism, and thus the
strategic and operational decisions of the State Trading Organisations
because the requirements of development will impose certain priorities
on the direction of policy taken.
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Because of this is was hypothesised that the National Economic
Development Plans with their resultant laws and procedures (whether
imperatives of indicatives) would have a decisive impace on the
formulation of marketing strategy in the State Trading Organisations
outweighing that of competition or other external environmental
factors. Further, although these plans impose certain constraints
on the freedom of decision-making in the State Trading Organisations,

they also offer certain opportunities to be exploited.

2.3.5 Management Tenure

It is important to note that the general manager needs to under-
stand the organisation's behaviour, needs to prepare his plans,
implement them, and evaluate their implementation to correct the
deviation if it happened. This of course takes time and may last
several years. So, changing top management so often may have an

impact on undertaking or installing a strategic plan.

It is hypothesised that the higher the turnover of top manage-
ment the less emphasis there will be on the strategic plans and the

more short-term plans will receive increasing attention of top
mangement.

The continuity of President, General Managers and their Mark-
eting Deputy in the State Trading Organisations is less than might
be expected and certainly less than that prevailing in the developed
countries. Recognising that the General Manager in the State
Trading Organisations dominates all the management activities,
immerses in day-to-day operations, and tries to imprint his
personality on the behaviour of the organisation. So, changing a
general manager may result in changing the whole system of the
organisation. Hence, this pattern of changing has a serious
impact on the State Trading Organisations' plans, their outlook

of the future and their attitude toward strategic planning.
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Further, such discontinuity has an impact on the planning
process and the attitude of the General Manager toward the
pattern of planning. For example, General Managers concentrated
their efforts on day-to-day operations to gain the satisfaction
of their superiors. Secondly, such a high level of management
insecurity may create adverse motivation effect, and lead to
decisions which are not in the best long-term interest. Repeated
replacement of the general managers will also tend to create
instability in an organisation's marketing strategy, since each
manager may have different views and ideas, although they share
the same ideology, about the best ways of achieving the State

Trading Organisations' objectives and goals.

It seems that this problem of lack of continuity of top mana-

gement does prevail in other developing countries, perhaps to a
lesser degree. Richman, discussing Indian firms, commented that
"Most of the U.S. subsidiaries we have studied change their Mana-

ging Directors every two to three years."18

¢

2.3.6 Freedom of Decisions

The State enterprises may have different characteristics than
those of the privately-owned firms. One of the key differences 1is
that the state enterprises have fewer degrees of freedom within which
to take their decisions or to plan. The main reasons is that the
state enterprises are founded and their activities are laid down by
statute and generally confined to a particular industry. 5o, the
expansion of their activites or withdrawal from others are heavily

circumscribed. In addition, the state enterprises are compelled

to obtain all their finance from the government which limits their
ability to raise equity finance to exploit the available opportunities.

Moreover, in the previous section, it was mentioned that the

goverment imposes certain courses of action which may affect the freedom
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to follow particular strateqy, e.g. prices, market share, etc.

Finally, the major decisions which need to be taken require

ultimately government endorsement to be effective. All these

factors affect the strategic planning in the state enterprises,

because although they find simply fewer possibilities to consider,

they make the task of agreeing on and implementing such plans much -
more difficult. Therefore, it is hypothesised that the degree

of freedom enjoyed by top management concerning the strategic decisions
in the State Trading Organisations has a strong influence on the

development of effective marketing strategies.

Summarz of Hypotheses

The hypotheses discussed previously can be summarised as

follows:

1)  The State Trading Organisations operating in a centrally

planned economy have more opportunity to develop strateqgic
marketing plans than their counterparts in privately-owned

firms in the Western countries.

2)  The complexity of the environment of the State Trading Organi-
sations , its accelerating changes and its strong political

orientation reduce the opportunity to develop an effective

marketing strateqy.

3) Unprecise definition of the business of the State Trading
Organisations and unspecified boundaries of their product/
market result in an ambigquity of their role and in developing

ineffective marketing strategy.

4) Unclear, unquantified and qualitative objectives set in the
State Trading Organisations result in developing less effective

marketing strategies.

5) The strategies of the elements of the marketing mix reflect

stronly the political orientation of the business and ideological

beliefs of top management in the State Trading Organisations.




44

The skills and experience available in the current planning
system of the State Irading Organisations have a strong impact

on the development of ineffective marketing strategies.

The higher the turnover of the top management -~ President,
General Manager, and Assistant General Manager - the less

emphasis i1s placed on strategic plans and the higher attention

is paid for short-term plans.

The degree of freedom enjoyed by top management concerning the
decision-making in these Organisations has a strong influence

on the development of effective marketing strategies.
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2.4 Review of Related Literature

The growing interest in strategic marketing planning is not
exclusive to private enterprises, it extends to the state-owned
enterprises. This is due to the fact that the state-owned enter-
prises play an important role in the national economy for many
countries, particularly the underdeveloped countries and have gained
an increased share of their markets. This growth has been stimulated
by more attention being paid to the development of a strategy in
the literature on strategy and by the effects of social forces'
pressure on the efficiency and effectiveness of state-owned enter-
prises. Moreover, the interest is growing as a result of the
recognition of the importance and effects of the success of the
enterprises on the success of the economy as a whole, any national
economic development plan can not succeed and achieve its objectilves
unless the enterprises contribute successfully to achieve its
programmes. Further, although the state-owned enterprises suffer
from constraints stemming from :government policies and programmes
which may pose some threats, they have many opportunities which can
be exploited. So, the aim of this section is to discuss how the
state-owned enterprises become interested in strategic marketing
planning in underdeveloped countries particularly Iraq, and what
they should do or what should be their strategy content.

To highlight these developments or changes, we will discuss
the following topics in a historical context: the concept of
strategy, concept of corporate strateqy, strategic planning,
strategic marketing planning, strateqic marketing planning and the
state-owned enterprises and as related to those enterprises in
Iraq, particularly to state-owned organisations which are whole-
saler/retailer organisations. The researcher makes no pretence
to include a list of all that has been written, but rather includes

mainly those sources that have been most useful for this study.

Concept of Strategx

The concept of strategy is found in the political science,

industrial organisation, cognitive psychology and business policy
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literature. Its origin connoting military terminology has been
recorded across the human history, from the Trojan Horse to Pearl
Harbour to the Yom Kippur war (Ansoff 1977, p 53).19

organised concept was used in a case study course developed at

But as an

Harvard Business School for senior executive officers. The case
study as a methodology has been used for many years to study
strategic management and planning, (Row et al, 1982, p 13)20 which
its primary emphasis is on analysis, identification of alternatives,
the process of strategic planning and the strategic choice. Strat-
egy is, then, widely used as a term in recent organisation, business
policy and marketing literature, but there is .no generally accepted
meaning of planning and plans  (Steiner, 1969, p 5)21. Many
different terms have been used to describe the planning process in
business organisation. The concept of strategy has emerged to

meet the need and to help the practitioners to translate the tur-
bulence of events and decisions they faced into an orderly way within
their environment. Strateqy is, then, a unified, comprehensive
and integrated plan relating the strategic advantage of the firm to
the challenges of the environment. It is designed to ensure that

the basic objectives of the enterprises are achieved (Glueck, 1980,
22
p 9)°°,

ConceEt of Corgorate Strategz

As we mentioned earlier, that many different terms have been
used to describe the planning process in business organisation, among
them are long-range planning, strategic planning, business planning,
market planning and strategic marketing planning (Rosenbloom, 1980,

p 92; Abell and Hammond, 1979, p 3)23. Thus, planning process that
is called by one corporation long-range planning may be called by

another corporate strategy or strategic planning.

In conglomerates and multiple-industry firms, the business often
introduces a level of strategies between the corporate and functional

levels. In some firms, these units are called "operating divisions",

or more commonly, SBUs. In these firms, the strategies of these

units are guided by the corporate strategies (Glueck, 1980, p 10)24.
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It was not until the last two decasdes that extensive empirical
and conceptual research of corporate strategy was undertaken.

Early efforts were directed toward defining or delimiting of

organisation strategy. Chandler (1962, p 13)25 defined it as:

"determination of the basic long-term goals and
objectives of an enterprise and the adoption of
courses of action and the allocation of resources
necessary for carrying out the goals."

Chandler's definition reveals some of the salient characteristics
of corporate strategy which are: (1) it is future-oriented,

(2) it includes the determination of goals and objectives, (3) it
involves the allocation of the company resources and (4) it is

long-term perspective.

Ansof f (1965, p 97)26 viewed strategy as the "common thread"
among organisation's activities and product/markets that defined the
essential nature of the business that the organisation was 1in and
planned to be in in the future. Then Ansoff defined the components

of such common thread which are (1) a product/market scope, (2) a

growth vector, (3) competitive advantage and (4) synergy.

The Ansoff discussion of strategy is narrower than of Chandler.
Hofer and Schendel adopt the narrow concept of strategy and consider

goal setting and strategy formulation to be two distinct although
interrelated processes (Hofer and Schendel, 1978, p 20)?7 Thorelli
(1977, p 28)28 defined strategy as:

the primary means of reaching the focal objective.

The focal objective is whatever is in mind at the moment. Ano-

ther called strategy long-range planning, so Drucker defines it as:

"It is the continuous process of making present
entrepreneurial (risk taking) decisions system-
atically and with the best possible knowledge
of their futurity, organizing systematically
the efforts needed to carry out these decisions,
and measuring the results of these decisions
against the expectations through organized,
systematic feed-back. "4?
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Current definitions emphasis the concern of strategy with the
relationship between the organisation and its environment, which
it was not explicitly included by Chandler. So, Hofer and Schendel
(1978, p 25)30 define an organisation's strategy as:

"fundamental pattern of present and planned
resource deployments and environmental
interactions that indicates how the organi-
sation will achieve its objectives."

In sum, strategy can be defined as the match an organisation
makes between its internal componentsand the opportunities and threats

imposed by its external environment.

The research on the concept of strategy had an impact on busi-
ness practices and stimulates many firms to adopt strategic planning
to conduct their business. But, it was characterised by its gene-
rality and it provided few answers, so the firms were"left to 'their’
own devices to develop answers to 'their' industries and their

competitive situation. Thus a vacuum was created, one that caused

many managers to look for ways to fill it given the high stakes

involved."31

At this period, the management planning literature was giving
little attention to marketing, although strategy was essentially
marketing oriented in its recognition of the need to match products
and markets, it was not developed within the domain of marketing.

In the strategic literature, marketing was considered as information
provider, and it has few useful concepts to provide. Marketing
planning, also, was usually treated as a tactical functional acti-
vity, and sometimes represented as budgetary process for controlling
market activities to achieve strategies determined elsewhere in the
organisation. Marketing managers seem prone to rely too much on
present tactics and too little on future strategies, because "the
immediate accountability for profit may cause even the most sophi-
sticated marketing manager to become sales-oriented rather than

Y

customer-oriented. . Such decisions based only on short term

considerations can negate the development of long-term markets for

the firm.
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Strategic Planning

As mentioned earlier, a vacuum occurred because firms were
left to their own devices to develop answers suitable for their
situation. This situation has produced many practitioners,
consultant firms and scholars to fill this gap. The gap or the
vacuum was filled by many kinds of analytical tools such as
experience curve, growth/share matrix, McKinsey/General Electric/
Shell Screen, Product Life Cycle, PIMS, ... etc. This was termed
by Porter33 as "'strategic planning concepts'. These concepts have
had and continue to have, an impact in the field of strategic
planning, and as the markets are facing a world that is future-
oriented, the concepts of strategic planning are commanding more
and more attention revealed in discussion of these concepts which
occupies the pages of academic journals, and pointing them out in
the annual reports of many companies, because each research has its
strength and applicability, and its limitations, weakness and
ununiversality, due either to questionable assumptions and use of
surrogate relationships or to methodological problems, or these
models or frameworks provide strategic recommendations that are
elther too general (e.qg. harvest, grow, divest) or often difficult
to implement (disinvest "dogs" (Sheth and Frazier 1983, p 100).34
(e.g. Fruban challenged the Challenged Chevalier and BCG
Findings that they are not universal but situational in character)
even his findings are subject to critj'.cisms)..:s5
studies did not focus on marketing in their strategic studies and

their interests lay in strategic business units (SBUs) and divi-

sional resources allocations.

Some of these

Strateqic Marketing Planning

An examination of marketing literature makes it apparent that
"marketing journals and texts have so far given little or no con-
sideration to this subject (strategic planning) (Wilson et al, 1979,
Pe 65)36, until the last few years. In recent years, the issue of

marketing strategy has gained greater consideration revealed in
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enormous amounts of researches and texts tackling thesubject.

As a topic of notes, it emerged with some force in the latter

half of the 1960s. In 1965, Kelley referred to marketing manage-
ment as "resting on the hard core of effective and scientific
marketing planning,"37 and points out that the acceptance of mar-
keting planning as an important aspect of marketing management was
at that time quite new. Since then, several articles and books
have been written which attempt to provide a perspective of
marketing planning and empirical descriptive study has been
published (Miller, 1967)38 and other descriptive study (Brion,
1967);9. This has shown rapid development and corporate adoption.

Emphasis of planning has centred on strategic planning.

Strategy, from a marketing perspective, can be viewed in a
number of ways. The most basic dimension is the role of marketing
incorporate strategy. Each of the functional area (marketing,
finance, production ... etc.) strategies is considered as an
"extension of corporate strategy and when aggregated they provide
substance and meaning to the firm's overall strategy. Each strategy state-
ment in the hierarchy stresses the critical elements which must be

emphasized to achieve the firm's overall strategic objective."40

All the descending level of the hierarchy is the short-term planning
of operational marketing activities. Sometimes the latter are called
marketing plans. However, many companies' business strategies do

not have a distinct and separate marketing strategy, though essen-
tial marketing components such as objectives and tactics are

included in the strategy documents. In less developed planning
systems, marketing inputs may be little more than sales forecast,

and outputs to the financial budget.

Another dimensional view is that marketing strategy is essentially
the same as marketing management. Victor J Cook defines marketing
strategy as an investment in the marketing mix variables in order
to achieve strategic objective.al Others view marketing strategy
as the process of developing objectives and plans for achieving long
run competitive advantage.42 According to John Sculley, President

of Pepsi Cola "Marketing strategy is a series of integrated actions
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43

leading to sustainable competitive advantage. Others consider

marketing strategy consists of (1) assessment of the firm's
objective in the light of changing environmental factors,

(2) development of competitive strategy and (3) a deliberate marketing

resource allocation.

Cravens (1982, p 18) combined the view, marketing management

and other view of strategic management to define marketing strategy

as the process of:

1) Strategically analysing environmental, competitive and business

factors affecting business units and forecasting future trends

in business areas of interest to the enterprise.

2) Participating in setting objectives and formulating corporate

and business unit strategies.

3) Selecting target market strategies for the product-market in
each business unit, establishing marketing objectives and
developing, implementing and managing marketing program

position strategies for meeting target market need.44

While Subhash Jain explicitly distinguishes marketing strateqgy
from marketing management when he says, "strategic marketing concen-
trates on the markets to be served, the competition to be tackled,
and the timing of market entry/exit. Marketing management deals

with developing a marketing mix to serve the designated market."45

There is value in distinquishing between marketing management
and marketing strategy, although there is an overlap between the two.

In the marketing literature today, the most fundamental concern is
with target market selection and the design of the marketing programme

or mix. This literature "has not focused on the mission of the
firm nor on how to gain competitive or consumer advantage, although
such issues may be implicit in the marketing management perspective.

Recently, too, this perspective has been criticized for its short

nd6

run bias. By contrast, marketing strateqgy addresses issues of
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gaining long run advantage at the levelof the firm or strategic

business unit.

We may recognise that marketing strategy - quest for long-run
competitive and consumer advantage - may sound synonymous or has
a high degree of overlap with business strategy. It is recognised
that marketing strategy is a major component of business strategy,
since the "marketing develops strategy based on analysis of con-
sumers, competitors and other environmental forces which should be
combined with other strategic inputs (such as financial, product,
technological and human resources analysis) to arrive at an inte-
grated business strategy. Business strategy does rely heavily on
marketing strategy, and many of the business strategy paradigms are
based on marketing variables including market share, market growth
and target marketing decisions".47 But they tend to ignore the
fundamental marketing perspective that calls for an empirical
assessment of consumer responses to the strategic options, and the
specific formulation of these paradigms is the domain of marketing
strategy. Much of the current thinking is concerned with the second
perspective of marketing strategy. Kotler's48 view treated mar-
keting plan as the outcome of a strategic process rather than the

entire process being one of planning.

Wholesale Strategx

As we mentioned earlier the word "strategy" has been used in a
variety of ways. Its most common usage has been in connection
with the individual elements contained in the 'marketing mix',
e.g. product strategy, price strategy, promotion strategy and channel
strategy. The latter can be divided into strategy of each channel

member (e.g. agents, distributor, wholesaler, retailer ... etc.).

There is an argument that wholesaling executives by tradition
and experience tend to be oriented to the very short term. They are
used to reacting quickly to meet the problems of operating their
businesses in a rapidly changing and competitive environment.

Strategic planning, however, requires a longer range and more sober
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posture if it is to be done effectively. But recent studies
evidence a trend toward more systematic of theoretical relation-
ships, these investigations have typically been confined to a

single wholesaler within a particular industry (e.g. Stephenson,
1976, 1978; McCammon, 1978, 1980).%7  Most previous literature

on wholesaling has dealt with questions of wholesale viability in

a particular channel (Revzan 1961; Bucklin, 1972).50 It is still
heard cutting out the wholesaler occasionally, but census figures
over the last three decades show an increase in the number of whole-
sale establishments, dollar sales per establishment and the ratio
of wholesale to retail sales. It appears, therefore, appropriate
to direct the research emphasis from one of viability to that of the

role of the wholesaler as an influential member of the channel system.

Retail Marketing Strateqy

Retailing executives have generally been slow to adopt strategic
planning as an integral part of their management style (Rosenbloom,
1980, p 107)51. They tend to react quickly and decisively to meet
their day-to-day operation in a rapidly changing and competitive
environment.  So, they tend to be oriented to the very short term
actions. But there is an argument that very good prospects exist
for more widespread application of strategic planning (Rosenbloom,
1980, p 67) and a flurry of studies have been published. Some of
the literature are normative in character. There are many examples
of these in the literature. Topics include formulating retail
location strategy (Ghash and Craig, 1983),”% labour productivity in
retailing (Ingene, 1982)53, stores image and positioning (Pessemier,
1983)5a, image as a component of attractionSs... technological changes
and store operations (Bucklin, 1983)56. Other studies are grounded
in "mathematical statistics and mathematical economics','s7 (e.g. inven-
tory policies, shelves allocations, depot locations ... etc.).

Some of the literature builds a model that is so sophisticated that
it does not work the way the model builders thought it was - or
should be - operating. (Quinn, 1981, p 42)58. Other studies are
descriptive in nature (e.g. Rosenbloom, 1980; Kristenson, 1983;

Soldner, 1976; Berman and Evans, 1979 and many other studies).59
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These studies are characterised by its generality and the firms are
left to their own devices to get an answer to their particular
situation. Although strategic planning has played a very small
role in retaiiing, it has good potential for more applications 1f it
is adapted to its changing environment and attuned with its flexible

situation to the retailing circumstances.

State-Owned Enterprises and Strateqgic Planning

State-owned enterprises have received growing interest stemming
from increases of their volume in trade (Jif, 1983, p 35)60 and
economy (Capon, 1981, p 14)61, increased government intervention
in many economic activities, and the effect of government policies
and programmes on competition and market system (Grether and Holloway,
1967, p 19; Acndt, 1983)%2.  An examination of the literature makes
it apparent that the studies that have been done are tentative or

preliminary (Grether and Holloway, 1967; Capon, 1981)63 or descrip-
tive (Jif, 1981, 1983)64. Some of the researchers share curious
quality, they view such enterprises from a considerable distance.
"Much of the literature, for instance, analyses the position of the
enterprises in terms of law or public administration, or weight their
contribution to the macroeconomic objectives of the state, ..., or
criticizes their shortcomings in large and general terms." (Vernon,

65
1981, p 7)°°.  They need close, honest and unbiased research.

Strategic planning has barely penetrated the mind of decision-
makers in the public sector, because "in the light of the largely
private sector experience with strategic planning and the sophisti-
cation of the techniques, the danger of costly failure in public
sector application is clear and present, (Eadie, 1983, p 4&7)66.

The territory will not long be virgin. Scarcity of resources, ser-
vice demands, efficient and effective performance, place state-owned
enterprises under great pressure to apply better planning techniques.
There is a good potential for applying strategic planning methods

if they are tailored and adopted to such organisation accountability

and situation.
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State-Owned Organisations-of Trade in Iraq

and the Strategic Planning

To the researcher's knowledge, applying strategic marketing
planning to the state-owned Trade Organisation in Irag has never
been subjected to a thorough analysis, despite its critical impor-
tance to the public welfare and its quantitative significance to the
Iraqi marketing system. The studies that can be mentioned are
(Mandel, 1980 and Al-Muathen, 1977)1...67 When Mandel discussed the
marketing concept, he mentioned that marketing should adapt to the .
Iraqi situation, but did not explain how. Then, the work is simple
and general. Al-Muathen has focused on the marketing system in
Iraq and studied a number of private and public industrial firms.
So, his findings are restricted to his situational area of study.
Hopefully, by treating the topic at hand, a contribution will have
been made by adding the Iraqi data to the growing stock of state-

owned organisation marketing strategy information and the gap
concerning the neglect of marketing strategy in state-owned trade

organisations in Iraq development will have been partly filled.
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