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ABSTRACT

The choice of an adequate international promotion strategy is a key issue
for every company that strives to perform business outside national borders.
Due to the specifics of implementation and sensitivity of different segments
of the international environments, the SMEs international market promotion
strategy needs to be carefully planned in order to enhance organisational
resilience, especially in terms of increasing international sales volume and
international market share. The findings have shown that the Serbian SMEs
need to improve quality of advertising, the ability to improve sales and direct
marketing on the international market. The regression analysis has determined
that quality advertising predicts international sales volume and international
market share while the profitability of exports is influenced by the SMEs abil-
ity to improve sales in the international markets. In order to achieve effective
and efficient promotion and enhance organisational resilience in the future,
SMEs should carefully plan their promotional activities on the international
market implementing the adequate model of their promotion strategy.
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INTRODUCTION

International market structure, determined by supply and demand, shapes the behaviour
of sellers and consumers. The organizations must be resistant to negative impacts in
order to achieve the resilience of economy [1]. In the literature several market resilience
responses have been identified: emphasis on data, staying agile, reviewing and opti-
mizing the market technology, prioritizing the spending, examining new opportunities,
digital marketing and loyalty programs [2]. The improvement of the company’s activi-
ties on the international market is carried out through the adequate promotion strategy.
It is one of the essential activities in the implementation of the marketing concept on the
international market. It expresses the authentic characteristics of the “company culture”
of a company that operates on the international market, and can be realized through
an active policy of product marks (brands), an active price policy, the engagement of
numerous and different marketing intermediaries, and there are very common examples
of marketing communication using adequate promotion instruments on the international
market. The sector of SMEs is a very important factor of economic development as it
affects employment, as well as the reduction of regional disparities [3]. In regard to
Serbian SMEs, previous research findings by Vapa Tankosi¢, Ignjatijevi¢ & Gardasevié¢
[4] have shown that Serbian SMEs in the international market, primarily in the EU mar-
ket, have obstacles regarding complexity of export documentation, poor organization
of the export department, inadequate design products, high transportation costs, and
inadequate promotion in the export markets. Zuni¢-Kovadevi¢, Vapa Tankosi¢ & Lazié
[5] pointed also out that qualitative export performance factors related to the level of
entrance to the European single market represent high costs of export financing, lack
of effective government programs for exporters, strong international competition and
the complexity of export procedures are most significant barriers for SMEs in Croatia
and Serbia. A majority of SMEs in Serbia do not possess an export strategy, and export
sales are often a result of sporadic contact from foreign markets. The previous findings
indicate that the SMEs adequate international distribution network [6] and the quality
of the product [7] has a significant influence on the volume of international sales and
international market share. Therefore, the purpose of the paper is to determine the fac-
tors of promotion strategy that can influence successful business performance on the
international market of SMEs from the Republic of Serbia. The authors shall perform
the analysis of the effect of promotion factors on the SMEs on the international sales
volume, the international market share and the profitability of exports.

LITERATURE REVIEW

Promotion is a marketing activity whose task is to create awareness about the existence
of certain products and services on the market, to arouse interest in them, to provide
additional information and to develop the consumer’s inclination to buy them, as well
as to foster positive ideas about the company and the country. It includes various activ-
ities through which companies try to make their products and services known by using
different communication media to convince potential consumers of the usefulness and
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necessity of making purchase decisions [8]. Promotion, first of all, psychologically
prepares the consumer to buy the product, and in doing so, care is taken to ensure that
the conveyed message is remembered by the consumer and to convince them that it
is the best choice for them [9]. Marketing communication on the international market
includes any form of communication by which the organisation informs, explains, con-
vinces and influences the attitude and behaviour of consumers. The main purpose is to
convey messages to consumers on the international market on the values and benefits
that certain products and services offer. Communication in international marketing is
a process of two-way exchange of information from the sender to the recipient and is
related to all instruments of the marketing mix, but the most prominent role is promo-
tion [10].
The key elements in the communication process are the sender of the message, the
message and the recipient of the message [11]. Over the years, a model of communication
that contains nine elements has been developed to include [12]:
— sender (source or communicator) — the party that sends a message to another
partner,
— coding — the process of conveying ideas with symbols,
— message — a set of symbols emitted by the sender,
— media — communication channels through which the message flows from the
sender to the recipient,
— decoding — the process by which the receiver explains the meaning of the send-
er’s symbols,
— recipient (audience, destination) — the party that receives the message from an-
other party,
— response — the sum of the recipient’s reactions after receiving a certain message,
— feedback — part of the receiver’s response through which he communicates back
with the sender and
— interference — unplanned stoppage or distortion of messages during the commu-
nication process, which affects the recipient receiving a different message than
the one sent by the sender.

In recent times, along with the term “commercial propaganda”, the term “advertising”
is increasingly utilized [8]. Communication in international marketing has certain spec-
ificities, i.e. limitations or barriers compared to communication in domestic marketing,
which is reflected in the language barriers, cultural obstacles, local attitude towards ad-
vertising, weak media structure and legal regulation of advertising [13]. The mentioned
barriers are not under the control of the company and for this reason it is considered
necessary to adjust the strategy in order to achieve the most effective promotion posi-
tioning on the market.

On the other hand, the advantages of standardization of marketing communications are
not negligible because they include: reducing costs, cheaper and easier coordination and
control of communication programs, building recognizable brands and a consistent and
corporate image around the world, as well as minimizing consumer confusion, because
there can be an “overflow” of promotional activities from neighbouring markets. In
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practice, a combination of standardization and adaptation is usually implied in order to
adapt marketing communication to each market [14].

In international business, the implementation of sales promotion is influenced by certain
factors of a local character, of which the following stand out [13]:

— Market maturity, i.e. development — it is reflected in a large number of products
because in some markets the products are in the early stages of the life cycle,
while in cases of greater market maturity, sales promotion techniques are used
that stimulate repeat purchases, which leads towards the stimulation of loyalty to
product brands.

— The degree of economic development of different markets (e.g. low incomes,
high illiteracy of the population, etc.) can influence the fact that some sales pro-
motion techniques seem unattractive.

— Cultural perception of promotion — differs greatly in some countries, so certain
techniques of sales promotion can have the effect of creating a negative image
instead of a positive one.

— Legal regulation of promotion represents a very important, and one can say — the
most critical factor in combining the promotional mix because there are different
legal solutions in the world. For this reason, it is necessary to know the legal
regulations of each country, that is, the market that regulates this area (e.g. in
Norway, the use of vouchers, coupons and securities in sales promotion activities
is prohibited).

METHODOLOGY

The preliminary research was carried out in 50 companies engaged in the export of var-
ious types of products on the territory of the Republic of Serbia. In order to increase the
representativeness of the sample and the quality of research, the survey covered com-
panies from the production and export of alcoholic beverages, agricultural productions,
cables and boilers, electrical appliances, furniture, clothing and telecommunication
equipment. In accordance with the subject and objectives of the research, the appropri-
ate theoretical and methodological framework has been set up. SPSS 17.0 (Chicago, IL)
was used to analyze data from this study. In accordance with the research variables, the
questionnaire is divided into two thematic areas. The first thematic area is related to the
independent variables of promotion factors, and the respondents evaluated the degree
to which a certain statement is true for the business of the company. A scale from 1 to
3 has been used: 1) not present at all, 2) present to a medium degree, 3) completely
present. The second thematic area of the questionnaire is related to the dependent vari-
ables which the respondents evaluated using a scale from 1 to 3, (1) poor, (2) average
and (3) excellent. The regression analysis shall be used as to determine the relationship
between a response variable and one or more predictor variables [15]. The promotion
strategy factors, which have been identified for the purpose of this research paper as the
predictor variables, are the quality of advertising on the international market, the ability
to improve sales on the international market, the ability to improve direct marketing
and the ability to introduce personal selling on the international market. The response
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or dependent variables are international sales volume, international market share and
profitability of exports.

RESULTS

Table 1 shows descriptive statistical indicators for the total score on the first part of the
questionnaire related to promotion factors. Based on these results, it can be estimated to
what extent companies consider that a certain statement is correct, i.e. to what extent it
is present in their operations.

Table 1. Descriptive analysis of the promotion strategy factors

Present to a medium

Not present Completely present

romotion degree
Frequency | Percentage | Frequency | Percentage | Frequency | Percentage
Quality of advertising
on the international 20 40% 27 54% 3 6%
markets

Ability to improve
sales on the 8 16% 27 54% 15 30%
international markets

Ability to improve
direct marketing on the 14 28% 29 58% 7 14%
international markets

Ability to introduce/
improve personal
selling on the
international markets

15 30% 27 54% 8 16%

Source: Authors calculations

According to the results shown in Table 1, it can be concluded that SMEs companies
assess, that in their international business, the quality advertising on the international
markets is completely present (6%), while 54% of them estimate that it is present to a
medium degree, and even 40% of them state that it is not present at all in their interna-
tional business. On the other hand, 30% of companies estimate that the ability to improve
international sales is fully present in their business, while 54% of them believe that the
same factor is present to a medium degree. Also, the majority of SMEs companies have
assessed that the ability to improve direct marketing on the international markets (58%),
and the ability to introduce/improve personal selling on the international markets (54%)
is present in a medium degree. On the other hand, 30% of companies estimate that
their business does not have the ability to introduce/improve personal selling on the
international markets, and that 28% of companies believe that the ability to improve
direct marketing on the international markets is not present at all.
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The next step was to perform regression analysis to further examine which set of predic-
tors (promotion factors) influence the international sales volume.

Table 2. Regression analysis: promotion — international sales volume

Sum of | Degrees of | Mean Significance Adjusted
F R R2
squares freedom Square level R-squared
Regression 6.001 4 1.500 | 3.831 .009 504 | 254 .188

Source: Authors calculations

The results of the regression analysis in the Table 2 indicate that the model proved to be
significant (F =3.831, p<.01) and explained 18.8% of the variance (Adjusted R*=. 188)
of the dependent variable (international sales volume).

Table 3. Promotion factors as predictors of international sales volume

Unstandardized Standardized
coefficients coefficients ioni
Predictors Standard T Slgl;:icesimce
B tandar Beta
error

Constant 1.224 .347 3.522 .001

lity of tisi th
Quality of advertising on the | ., 172 384 2.615 012
international markets
Ability to improve sales on the |,/ 194 264 1.410 165
international markets
Ability to improve direct
marketing on the international -.027 .194 -.025 -.139 .890
markets
Ability to introduce/improve
personal selling on the -.132 .180 -.128 -.732 468
international markets

Source: Authors calculations

Based on the results obtained in the Table 3, quality advertising on the international
markets has been shown to be the only significant predictor (B = .384, p < .05) of the
dependent variable. It is concluded that high-quality advertising on the international
markets on the international markets contributes to the international sales volume, while
the ability to improve sales, improve direct marketing and introduce/improve personal
sales did not prove to be significant predictors of the international sales volume.
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Table 4. Regression analysis: promotion — international market share

Sum of | Degrees of Mean Significance ) Adjusted
F R R
squares freedom Square level R-squared
Regression | 7.012 4 1.753 | 3.431 016 483 | 234 .166

Source: Authors calculations

The results of the regression analysis in the Table 4, in which the international market
share is included as a criterion variable, and the set of predictor variables are promotion
factors indicate that the model proved to be significant (F =3.431, p <.05) and explained
16.6% of the variance (Adjusted R2 =.166) of the dependent variable.

Table 5. Promotion factors as predictors of international market share

Unstandardized Standardized
coefficients coefficients ioni
Predictors Standard T Slgl;;iilz?nce
B tandar Beta
error

Constant 1.026 397 2.585 013

lity of advertisi th
Quality of advertising on the || o, 197 379 2.547 014
international markets
Ability to improve sales on the | 5, 222 278 1.467 149
international markets
Ability to improve direct
marketing on the international -.167 222 -.136 =752 456
markets
Ability to introduce/improve
personal selling on the -.130 206 - 111 -.630 532
international markets

Source: Authors calculations

Based on the results obtained in the Table 5, quality advertising on the international
markets has been shown to be the only significant predictor (p = .379, p <.05) of the
international market share.

Table 6. Regression analysis: promotion — profitability of exports

Sum of | Degrees of Mean Significance ) Adjusted
F R R
squares freedom Square level R-squared
Regression | 4.021 4 1.005 | 2.945 .030 456 | 207 137

Source: Authors calculations

The results of the regression analysis in the Table 6, in which export profitability is
included as a criterion variable, and the set of predictor variables are promotion factors
indicate that the model proved to be significant (F =2.945, p <.05) and explained 13.7%
of the variance (Adjusted R2 =. 137) of the dependent variable (profitability of exports).

21



© Filodiritto Editore — Proceeding

Table 7. Promotion factors as predictors of profitability of exports

Unstandardized Standardized
coefficients coefficients ioni
Predictors Standard T Slgr::}f‘i:jnce
B tandar Beta
error

Constant

1.608 324 4.958 .000
Quahty.ofadvertlsmg on the _016 161 015 100 01
international markets
Ability to improve sales on 524 181 558 2.892 .006
the international markets
Ability to improve direct
marketing on the international .030 181 .030 163 871
markets
Ability to introduce/improve
personal selling on the -.310 .168 -.331 -1.843 .072
international markets

Source: Authors calculations

In the Table 7, the ability to improve sales on the international markets has been shown
to be the only significant predictor (f =.558, p <.01) of the dependent variable. Based
on the obtained results, it is concluded that the ability to improve sales on the internatio-
nal markets contributes to the profitability of exports, while the quality of advertising,
the ability to improve direct marketing and the introduction of personal sales on the
foreign market did not prove to be predictors of the profitability of exports.

CONCLUSION

The adequate promotion strategy on the international market influences the internation-
al market success and represents a strategic asset. The results indicate that SMEs from
Republic of Serbia consider that the level of quality advertising, sales, direct marketing
and the personal selling on the international market can be further improved. The regres-
sion analysis has determined that the quality of advertising on the international markets
on the international markets predicts international sales volume and international mar-
ket share. The profitability of exports in the international markets is influenced solely
by the SMEs ability to improve sales in foreign markets. Therefore, in order to achieve
effective and efficient promotion and enhance organisational resilience, companies
should carefully plan their promotional activities on the international market. In terms
of planning an adequate promotion strategy, additional research would be of great bene-
fit, considering also the ways in which other successful companies conduct all activities
related to promotion, advertising, sales promotion, personal selling and direct market-
ing on the international markets. Further research need to be oriented towards deeper
planning and adequate implementation of various models of the promotion strategy.
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