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Abstract: The global brand has the advantage of the scale economy, facilitates the company image
and prestige and sometimes benefits even from its origin country effect. Its use is quite difficult (the seman-
tic variations can impede the use of the same brand). The international brands act as a restriction against
standardisation (the product should not be differentiated as there are internationally accepted and recog-
nised brands). This paper makes an overview description of the general market environment, but also of the
market environment of SC ELECTRECORD S.A.; it underlines the product characteristics as well as the
commercial diagnosis within SC ELECTRECORD S.A.
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from one another, standardisation
cannot apply.

- purchase and consumption patterns —
purchasing frequency, miscellaneous
uses of the product on different mar-
kets, various preparing methods.

- economic status of the potential user —
the purchasing power influences both
the product designing and packaging.

2. Analysis of the market environment

of SC ELECTRECORD S.A.

The economic environment compris-
es all the economic factors influencing the
company capacity to compete in its field of

activity, but also the consumers’ possibility
and willingness to purchase different goods
and services.

The following are some of the key fac-
tors influencing the purchasing power: in-
flation rate, tendency of prices, population
consumption patterns, unemployment rate,
real income, wholesale trade structure, ex-
port and import of goods. These issues relat-
ing to the economic status of the area where
S.C. ELECTRECORD S.A. is going to carry
out its activity are directly or indirectly re-
flected in and determine the volume and
structure of the supply of merchandise, the
changes in prices and the competitors’ level.

Economic
factors

- inflation rate

- tendency of prices

- consumption patterns
- unemployment rate

- real income

Demographic - trade structure
Jactors - export-import of goods
Political and T e Technological
legislative / \ factors
ELECTRECORD
factors / )

Cultural
factors

Natural
factors

Figure 1. Key factors influencing the activity of S.C. ELECTRECORD S.A.
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3. Product characteristics

These characteristics are closely related
to the following:

® product components — the complex-
ity of the product processing and the compli-
ance with the regal regulations and religious
customs.

e brand - the product image bearer and
the most standardised product component.
The company may use local, regional and
global brands.

The global brand has the advantage
of the scale economy, facilitates the company
image and prestige and sometimes benefits
even from its origin country effect. Its use is
quite difficult (the semantic variations can
impede the use of the same brand). The in-
ternational brands act as a restriction against
standardisation (the product should not be
differentiated as there are internationally ac-
cepted and recognised brands).

® packaging — it is meant for the prod-
uct protection and promotion; it varies for
the same product depending on: the weather

conditions specific to the target foreign coun-
tries, the modality of transportation, the time
needed for transportation and the labelling
(bilingual information, choice of colours,
package shape).

e functions, attributes, characteristics
— they are broadly adapted for the products
addressed to consumers (colours pay an im-
portant role in this respect).

* use and operation methods — as for
the electronic products, the deviations from
the standard product are related to the differ-
ences existing between the voltage systems
and the measurements systems.

e sustainability and quality — the com-
petitive advantage in the international mar-
keting management may be obtained not
only by appealing to low prices, but also by
providing high quality (standards ISO 9000).

® maintenance, after-sale services -
more difficult the carrying out of these ser-
vices, more technically justified the product
standardisation, due to the particular impor-
tance of services.

Consumer’s Use Purchasing Product line
preferences conditions capacity strategy
equal equal existent extension
different equal existent extension
equal different existent adaptation
. . . daptation,
different different existent, E.l ap a' ton,
inventions
equal low or none
(new products)
none inadequate removal

Table 1. Stratcgics regarding the product lines
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4. Product characteristics at SC
ELECTRECORD S.A.

The commercial diagnosis is oriented
towards the establishment of the market and
of the company position on this market.

The main object of activity of S.C.
ELECTRECORD S.A. is in compliance with
code CAEN 223 - reproduction of the record-
ed media.

Until 1989, this company was the
only manufacturer of registered tapes and
disks, holding the monopoly in the phono-
graphic industry in Romania. Nowadays,
even if the competition is increasing, S.C.
ELECTRECORD S.A remains the most im-
portant manufacturer of audio products in
Romania.

The main products of the company are
as follows:

* before 1989

- audio tapes

- analogue disks

e at present

- audio tapes

- compact disks

Evolution of the market over the last
30 years

In the nineteenth decade, the traditional
audio records, on disks, have continued to
decrease from 800 million copies in 1980 to
less than 80 million copies in 1993.

The forecasts of 1980 — 1993 were indi-
cating that around 2000, the sales of analogue

disks were about to reach the zero level. In
exchange, the compact disks have registered
a spectacular evolution.

Launched in 1982, they have exceeded
the line of 1 billion copies in 1994, and in 1995
the CDs world production has reached the
level of 1,4 billion copies.

Worldwide, the audio tapes, after their
quite long run success during 1980 — 1990,
have saturated the market and have entered
their decline stage.

According to the forecasts of the ,Tape
One” magazine, the worldwide estimates for
the product sales in 2005 were going to be
about 47% more than those of 1995 (an im-
pressive weight in this increase coming to the
CDs production).

The Romanian market follows the evo-
lution of the international market regarding
the analogue disks and CDs, the first one dis-
appearing while the CDs sales continuously
increasing.

Evolution of the production of S.C.

ELECTRECORD S.A.

The production of analogue disks,
representing 104% of the capacity designed
in 1989, has registered a continuously de-
creasing evolution, reaching today the level
of 0%, thereby following the market trend.

The evolution of the production of
tapes has been oscillatory. Thus, if in 1989,
107% of the designed capacity has been man-
ufactured, in 1993, it has decreased to only
81%, evidencing an oscillatory evolution.

Product 2006 2007 2008
Audio tapes 344,833 198,152 255,312
CDs 83,618 92,890 120,318

Table 2. Evolution of the products sold by S.C. ELECTRECORD S.A. during 2006- 2008
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Most products are sold on the domes-
tic market, the end product export being
insignificant.

Forecasts regarding the production of
S.C. ELECTRECORD S.A.

Although continuously decreasing,

at the worldwide level, since 2005, the pro-
duction of tapes has begun to increase, the
demand for audio products registering now-
adays an ascendant trend. On the Romanian
market, due to the low purchasing power,
the CDs cannot replace the audio tapes.

Product 2009 2010 2011 2012 2013
Audio tapes 280,000 300,000 300,000 300,000 300,000
CDs 144,000 172,000 189,000 245,000 257,000

The investment programme considered
for the following period contains:

1) the creation of a new line of audio
tape records (replacing the old one)

2) the creation of a new line for man-
ufacturing cases — 150.000 pcs/year
since 2010 (both for CDs and for
tapes) and C0 tapes (empty tapes) —
100.000 pcs/year, the latter being cur-
rently brought by the company.

As for the publishing area, the activity
of Electrecord record company will primarily
focus during the following years on thematic
programmes aiming to develop the catalogue
of recorded compact disks and audio tapes,
thus increasing the supply addressed to the
musical market.

The drawing up of these programmes
will be based on artistic value-related criteria
able to increase the audience among the mu-
sic loving public.

The thematic programmes will be ac-
complished considering that the company
holds in its sound library an impressive num-
ber records of real artistic value being of great
interest for the musical market. This is an im-
portant source of new titles, the valorisation
of which, by transfer on modern supports,
provides their restoring to circulation which

has ceased once the LPs (on vinyl support)
have disappeared. This solution is useful for
the company both musically and economi-
cally as it involves minimum manufacturing
and trading costs.

5. Commercial diagnosis of SC
ELECTRECORD S.A.

Supply

The compact disks and the cases for
tapes and CDs are imported, as the related
imported products are cheaper than the do-
mestic ones, Romania being represented by
only one CD manufacturing company.

The empty tapes are nowadays acquired
from third parties.

The records on CDs are made in col-
laboration with foreign companies, the key
filtering element being the delivery cost,
the company itself being charged only with
the domestic packaging (encasing — face
printing— sealing).

The tape records are made within the
company.

Deliveries and distribution

An important field of the econom-
ic reality is represented by the distribu-
tion of consumption goods, thus being
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created the connection between production
and consumption.

The circuit of distribution of S.C.
ELECTRECORD S.A. gets the shape: ,pro-
ducer - retailer — consumer” and encompass-
es the following main channels:

»manufacturer - shopping centre
— consumers

» manufacturer—bookstore —consumers

»manufacturer — store specialised in
selling CDs and tapes — consumers, main do-
mestic customer.

Normally, this form of distribution
should be the optimum solution providing
the cycle money — commodity — money with
a quick and efficient rhythm. But, consid-
ering the period of transition to the market
economy the whole Romanian society is fac-
ing, various short-circuits of the above-men-
tioned cycle may occur.

Nowadays, the physical distribution
of products (transportation, storage, han-
dling, packaging) is easily managed by the
company. It is to be mentioned that the rail-
way transportation of products significantly
prevails.

Customers

S.C. ELECTRECORD S.A. mainly ad-
dresses to the domestic market and less to the
foreign market.

The export weight is insignificant in re-
lation to the yearly production of tapes un-
dergone by S.C. ELECTRECORD S.A. This
standing is correlated with the downward
trend registered at the worldwide level as
for the sale of such products, the demands of
CDs substantially increasing instead.

In this regard, the new generation of
compact disks has been generalised for sev-
eral years, all the international manufacturers

transferring their catalogues on CDs.

Yet, the export of end products (CDs)
has not reached an acceptable level, the rev-
enue coming from other sources such as:

- sale of licences

- provision of services (records for
other companies).

The main customers of the domestic
market are: CARREFOUR, S.C. ANYEL S.R.L.
Bucuresti, S.C. BIG MEN S.R.L Bucuresti,
S.C. GIMEX INTERNATIONAL SR.L
Bucuresti, S.C. MUSIKLAND Bucuresti, S.C
LIBRIS DISTRIBUTIE Brasov, S.C. TRASAL
Cluj, 5.C. ARTA S.R.L. Timisoara, S.C LIBRI
MARIS Constanta, S.C. DACIA TRAIANA
Sibiu, S.C. INTERLOTUS lasi.

These customers, some of them hav-
ing already turned into traditional custom-
ers, dealing themselves with the effects of
the transition to the market economy, have
become many times ,slow payers”, thus gen-
erating a high level of receivables and a long
waiting time for the invoice collection.

Geographically, there is no strict loca-
tion for the product dispersion, the supply
being oriented towards the areas where there
is any potential demand.

Competition

After 1990, o series of companies hav-
ing as object of activity the production of
disks and tapes, recording and musical ed-
iting have emerged. At present, the most
important companies in the matter are as fol-
lows: Transglobal Media, Alma Artex, Roton,
Intercont, Nova, Media Services, Alfa Sound,
Eurostar.

There is an ascendant trend; therefore
new competitive companies are expected to
be established in the near future. In fact, we
deal with a phenomenon already manifested
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in the countries with a market economy, en-
compassing one or two major companies
dominating the market and holding the tech-
nical means necessary for accomplishing their
production plan and a lot of “independent”
companies, with relatively low turnovers,
covering about 30-40% of the specific market.
The latter do not benefit from the facilities
necessary for the industrial production and
resort to major companies or even to manu-
facturing companies, in both cases these rep-
resenting services for the competition.

Considering the phonographic market,
S.C. ELECTRECORD S.A. may be deemed as
the only major company in the field.

The above-listed main competitors of
the company cover at present about 50% of
the specific market, especially the import re-
lated one.

The first important advantage of S.C.
ELECTRECORD S.A. as compared to its com-
petitors is the well known company brand
and the management and use of its sound li-
brary with a catalogue with more than 5000
titles representing its permanent supply for
the market. The competition works on a sig-
nificantly low range - unit type - of titles.

The company catalogue renders a rel-
atively complete image of the Romanian
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