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Summary

This guide provides an introduction to auditing methodology as it might be applied
by contraceptive social marketers in a developing country. The guide concludes with
an illustration drawn from SOMARC's research efforts in Bangladesh to determine
effectiveness of retail audit methodologies in a less-developed country setting. In that
country, an extensive ilot test of a retail audit has been conducted and a full-scale
test designed for implementation in 1988. The Appendix provides hypothetical re-
sults of a retall audit to demonstrate the nature and usefulness of results.



Research
Objectives

Contraceptive social marketing projects around the world typically lack one type
of cniical sales performance data that are commonplace in private-sector consumer
markets. Private-sector marketing managers are accustomed to having at therr disposal
extensive data un trends in produs T rmoverment and market share ar the reail level for
use N making day-to-clay ecisions - bnu' whdt products and services to offer, what
prices to charge and tmk disCounts W give, now L ge to set promotion budgets and
sales force CHort levals and aliocauors winal Communications actics to use, and so
forth

Data on wroduct movement at e retan evel in the private: sector 1s typically
generated from one of three scurces: L1 individual corsumer purchase records col-
lected through diaries or, more ruuw:‘y u,)fm* w;dm‘mg of vanel member store
purchases, (2 computenz=d records of aggregate woes made available by cooper-
ating retat chairs; or (31 retail dudllg Vdnauans on these optons are offerec by a
number of commercial supoiers incluchng A C Nicwsen, Information Resources, Inc.,
and Market Facts Since cacr mets UU Py 1S Owin Srengues andd weaknesses, it 1s not
uUNCOMMON for maor markeiers such as Procter & Gambie 1o use more than one.

While manegers of contracentive social marke < rograms in developing coun-
tries have simitar mformation needs, no eauvaler: Listabases are available. Tradition-
ally, they have refied on data from warehouse sturments for mdications of trends in
product movement. These data are inadequate It ieast three crucial ways:

o They do rotreflect e rue rera sarey Of e CSM utograny Thus, e data are not
INSENSITIV 1D DICKING WD shor-tenn CHeds of soecifie tenes. Real effects can easily
Le masked Ly changes i stocang oatterms of retaners or other intermedianes.

7 ol

@ They (obvicusiy s Ve B nfOnmalion On Com "mrs sates. Thus, a CSM marketer's
lactics courct mave o positze effect on the program’s own sales and also (1) pro-
duce increass Srinetinor sales e trereoy increasing the size of the total mar-
ket), (20 wave corretitons saies uncharaed, or (35 decrease them.

o They do nutwdhicate the sources of any cranges i the CSM program sales. Unless
Changes ir Comelitors saies dre montored, 11wl be unclear whether sales are
due 1o brand switching or increases in the total rumber of contraceptive product
users

Unfortungte’y, two of the three alternatives availlable in the private sector for
collecting data at the retan level are 3t reatly practical in cleveloping countries, that s,
consutver diancs (excent perhaps in middie class or more “Westermnized' market

segments) and comouterized sal ’s r._cordsiagam except perhaps in the larger, more
modern retail establishments or chains in majer urban areas ',

On the other hand, there are no obvious reasons wiy retarl auciting should not
be at least feasible in develooing courtries. While the cost of a retail audit could
prove a substantial burden for a single organization, its potential is significant and
could prove well werth the cost, parucularly if, at some point, these costs could be
shared with other organizauons in zither the private or public sectors interested in
tracking retail sales in the same markets

If a retait audhit 15 10 be carried out, attention must be paid to using sound basic
audit methodology whnile adoping the technigue to the special peculiarities of de-
veloping countries.

The primary objective of any retail auditing program is to develop a precise
procedure for tracking sates of various brands of condomis and pills at the retail level.
A secondary objective is to explain changes in sales levels over time. The two vehicles
for achieving these objectives are weekly retail audits combined with on-site consum-
erintercepts. The retail audits are very simple in concept. They begin with the reason-
able assumption that retailers in developing countries (and many in already-deve-
loped countries) do not have accurate records of sales. Typically, the shop owners
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are poorly educated and seldom see the alue of good data in planning and decision
making. Records are seldom producedi tiecause business is on a cash basis. Further,
local customs and mores and/or tax laws and other regulations often discourage
careful recordkeeping.

The retail audit procedure assumes that, while retailers may no' have very good
records of sales (or any records at all), they will have some records of purchases they
have made or, where such records do not exist or where they have been misplaced,
retailers can reall with reasonable accuracy purchases of various items/brands made
over short periods of time. Retail sa'2s estimates are developed by collecting begin-
ning and ending inventories over a specified period of time and asking retailers for
information about purchases made during the intervening time. One then simply ap-
plies the foliowing formule:

Ending Inventory + Purchases - Beginning Inventory = Retail Sales

Sales data are collected for each brand and size of each item of interest over as
long a period of ime that reeearch budgets and. or managenal needs dictate.

Data generated by this wrocedure will then yield the following information of

considerable value to CSM program managers, AID and vanous advisors:

e Trends in total market voiume and rmarket shares of different brands and competi-
tors

e Changes i extent of retall distnbution coverage (e, percent of retailers carrying
each oroduct’

e Trends ininvertory ‘evels by brand and product type (including out-of-stock con-
ditions;

s Patterns of inventory management by retailers (2.8, number of days/weeks supply
kept on hand

Selling prices of commercial products
e Retall dispiay practices (inctuding use of point-of-sale materials).

Where retail audits are coupled with on-site consumer intercepts, data also can
be developed on:

e (Changes in consumer profiles of vanous brands.
e Extent and reasons for brand-, store-, or method-switching.

These types of data are of interest not only to contraceptive social marketers but
also to public policymakers. AID, as well as in-country public health officials, is very
concermed about the overal! social benefit of subsidized programs such as contra-
Ceptive social markeung. Data on the effects of contraceptive social marketing pro-
grams on total market growth and-‘or competitive brand switching will help answer
the perennial guestion: Do contraceptive social marketing programs increase the total
number of contraceptive users or do they just ' steal” sales from other sources such as
cornmercial or nublic-sector suppliers? Clearly, a stronger case can be made for CSM
programs If the: former were found to be the case and not the latter.



A. Creating the
Proper Research
Climate

Several key steps must Fe taken to assure the accuracy and usefulniess of any
retall audit. These include:

A Creating the proper research climate.
Develooing accurate and thorough auciting procedures.
Dresving a representative sample.
Cotiecung rehabie fizid data

- Analyzimg ancd reporting results that are managerially useful.

MmO oM

Evaluauna the overall research project.

As ncted earlier, @ major problem a researcher faces in developing retail audit
procedures in developing countries is the relative lack of sopnisticatiort of many retail-
ers, parucularly those m nonpharmacy outiess. This 1 wnm sts tself in several ways.
First, many retaners wil be unfariar vt 1ne concent oF rescarch’ and 1ts needs, for
accuracy Tney «*J\aonmy Qe urtamiigewvts e reson obriesearch confidentianty They
ArE UMKy TO G0 Tet Al fae o varlie 0 1esizare s s a0 10a! any medsures taken
will remain totasy confrdentiy

Ot auditwall require attention at
Q00T Oroecs and a munrum ieve! of trust on
LOITCIS wWinO Mdy suppDorn Oor sabotage the

JUis Cigar, rore O, Tt e v
the outset 1o L chng an unders
the part of ¢
0roject Severy s

MEITNI NS

a Key figures i tre reta seCtor must Oe anpnsed of the project and 1ts objectives.
This would rciude headds of Crambers of commerce, ieaders of pharmacists' asso-
CIationNs, exeCutives Of CIner Contacepive maneting organizations (both public
and private s and rerevart government Dureaucrats

UL DY st e initiated announcing and explaining
: e cotential parucipants. The relevant
meda WOl indiu CReren Dreh Ay Gusieess magazines, and specific
nevssietters and penodicas direcied at e pramasy or general retail industries.

? Acarety

the oroect

X4

® The researchors . w,f;:‘m*g Mmust e rained it recrutment techniques to assure
that eacn memiper of e <cr* %‘r*"‘)ic oamooates fully and accurately. As much
guenton i rainmng must i)c DA 0 SIgTIng Ul RAartcipants as to gathering accu-
rate cata from them orce ey do sigr up Role-playing sessions should be used to
deveropn recruiing swils

8 Monetary incentives Lrobaty stioud be offered to cooperating retallers for their
partcipaner in e audit Tre amounts stculd be determined in pretesting.

As any raned researcher il point out, each of these measures risks biasing the
Lasic studly. for exampie, retarers may be influenced by the recruiters or by the
monetary Incentves 1o make Dre ater-than-normei purchases or to sell contraceptive
products more ag9-essively during the research project to impress or please the re-
search organization White some upwvarc bias 2f this type is possible, it is only likely to
Influence results in the first one or two weeks of auditing. Experience has shown that
ranel recruits tend to tire guickly of the efforts of keeping up artificial behavior.
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10. If the project lasts more than one year, retailers should be gradually replaced
on the panel so that none of the “originals” remains after the eighteenth
month.

11. Aratio of supervisors to auditors should be established so that the work of
each auditor can be validated at least once a month by revisits to a sample of
stores he or she s alleged to have audited.

If at all possible, the data frem each week's aucht should be processed on com-
puters owned Ly the researchers, the contraceptive social marketing project, and/or @
cooperating university. Computer operators shouid be given training prior to initial
fieldwork, and the audit forms should be developed with attention to ease of enitry of
the resulting data o the corrputer. Computenzed checking programs should be
designed to inspect the cdaa for each outiet and each auditor to detect inconsisten-
cles, o -of-ranae numbers, anct e ke

Analyses shiouct be reepimpent T project should never be in the position of
sayIng, "Wen, wie nave i e data ey dowe do with them now?” Cross-tabula-
tiors andd mon: compucated analyses shouid bc sketched outin advance and sample
resuits tables preparedd, Managers showd Le shown the hvpotheneal results to ensure
that the data are both understandable and usefui in making managerial decisions.

Compansons at some point should be made across auditors to ensure that none
has odd results «»which might suggest inattznuon of fabncation of data.

Once the project 1s completed, a systematic review should be undertaken by an
objective outsider to evaluate whether the study met three Criteria: validity, reliability,
and maragenal usefulness. In effect, the project should conclude with an “audit of the
audit.”






B. Possible
Extensions
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& forty-four retailers (86.3 percent) of those willing to take part in future recordkeep-
ing expressed willingness to participate in a training program as part of the audit.

e There were no problems encountered in conducting the consumer intercepts at
each of the 28 outlets

The rehability of the data was supported with the following evidence:

o There was a close correspondence in reported purchases between the audits and
recorcls of sales to the audited outlets maintained by the Social Marketing Program.

o While week-to-week variations in brand sales of oral contraceptives were expect-
ed, BsMP's estmated total market shares for all of it brands in the daily and weekly
metherls were very similar:

Rarge o-Week Average
Weekly Mizthod! 375053 5% 45.1%
Daily Method 37410 729% 49.6%

e Market shares of BSMP's best-selling Raja brand were consistent between methods:

Range o-Week Average
Weekly pMethod 5251063 4% 57.8%
Daily Method 36.4 ta 84 8% 66.9%

o The higher var ation ir the daily method was expected given that each represented
audits of a single day’s sales of outlets, whereas the weekly method involved a
week's sales.

o BSMP oral piil and Raje * - +cd sales in the audit were very similar to those in the
consumer intercents. I e iavter, BSMP shares were 49 percent, and Raja shares,
57 5 percent(compared to 57.8 percent in the weekly method ).

¢ When the results of the audits were comipared to the brand shares computed in the
1983 and 1987 CPS studies carried out by Mitra and Associates, the evidence
indicates migher sales of BSMP ora! pills in the audit and lovver brand shares for Raja.
However, the audits were not intended to Le representative of the entire country
and, indeed, were skewed toward urban areas. It is known, for example, that Raja
sells less well in urtban areas.

Comparisons berween the two audit methods indicate the clear superiority of
the weekly audit in terms of the reliability of the brand share estimates. The weekly
method also has the advantage that 1t is more likely to “pick up™ actual retailer pur-
chases during the audit pericd, thus providing an added dividend in information on
retailers’ replenishment practices. However, the weekly method has the serious draw-
back that it requires the retallers to keep strict accounting of their purchases between
auditor visits.

In this pilot studly, all the pharmacy retailers had at least Class V (primary-level)
educaton. This was true of only 78.6 percent of the nonpharmacy retailers. As a result,
it is the final recommendation of the research agency that, in subsequent tests, a
combination of methods be used, the weekly method for pharmacists and the daily
method for nonpharmacists.

Once an auditing methodology is put in place and is running smoothly, the
researchers and the social marketers may wish to contemplate certain elaborations on
the basic task of trackir3 retail sales. One possibility is to use the audit methodology
to evaluate specific m~ket interventions. Since the retail audits constitute a running
record of market performance, managers can observe sales levels and market shares
before and after specific marketing activities, for example, introduction of a new
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advertising campaign, a new package, or a new point-of-sale display, or to track the
~ffectivercz; of a competitor’s price change.

Expenments can be designed in which two or three different strategies are tried
in different markets and their effects meticulously recorded. Further, if store intercepts
are carried out regularly in connection with these audits, it also should be possible to
ink changes in sales and market share 1o their causes and to identify those consumers
onwhich the market stretegy had the most effexs.

Another irnovation that may be tried 15 to use the occasion of the visits to the
audited outlets 1o gathier other information from retaiter~ For example, information can
be obtained on rerailers” awareness of certain advertising, their knowledge of how
conracepton works, iher knowledge of their customers, their opinions of social

marketers and-or major competitors. and so forth.

While the possibilities for extenching the usefulness of retail audits are consider-
able, they should be mtroduced in moderation. Extended studlies of awareness and
opinions snould orly be conducted on a relatively small subsample of all retaiters.

There are sigpiicant chances that the nterviews will bias the retailers involved
who may subsequently push contraceptive products harder, emiptiasize different
methods or brands and othenwvise behave “abnormaly.”

The researcher must aivays keep inmind that the basic objective of the project is
to estimate and track reteil sales. Other “fringe benefits” from the research process are
attractive, but they shouldd not be allowed to compromise the basic goal.
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A contraceptive social marketing program typically receives brand sales data in
the ferm of shipments from the warehouse or orders taken by salespeople, that is,
sales to the trade Hypothetical data for o low-dase oral contraceptive marketed by a
socidl marketing prosram (SMP for three months might appear as follows:

March 20,000 units
April 24,000 umits
May 30,000 units

A marketing manager might take this as evidence that the ©rogram is doing very
well and that the current strategies should be continued or even augmented.

Suppose, however, that ¢ retan suchit nad been conducted for the same period
andyieldect dats on botn saies to final custemers and beginning and ending inventory
tevels for te brand. One possibie finding mould be that, while sales to the trade were
nsing, retall sales to consumers were falimg as follows:

Table 1
Beginning and Ending inventories and Purchases
March, April, and May 1988

March April May
Beginnirg Inventery 10,000 10,000 15,000
Purchases 20,000 24,000 30,000
Avallable for Sale 30,000 34,000 45,000
Closing Irventory 10,000 15,000 97,000
Retail Sales 20,000 19,000 18,000

Table 1 indlicates that tne real reason for the rise in sales to the trade is that
retailers are Increasing their invertories for some reason. Certainly the manager must
conclude that the current strategy 1s not the great success in reaching consumers that
was first assumect.

Still, the manager might reason that things are not so bad. Sales are not down that
much, only 10 percent. It might be argued that this is centainly no cause for alarm.

However, an advantage of a retail audit is that it provides data on the sales of
competing trands. Suppose the audit produces the following data:



1R

Table 2
8eginning and Ending Inventories and Purchases SMP and Competing Brands
March, April, and May 1988

March April May

SMP Brand

Ending Inventory 10,000 15,000 97,000

Sales 90,200 19,600 18,000
Competitor A

Ending inventory 25,000 98,000 99,000

Sales 30,000 32,000 33,000
Competitor 8

Endirg Inventory 8,000 5,000 4,000

Sales 9,000 13,000 18,000
Total Market

Encling Inventory 43,000 48,600 60,000

Sales 59,000 64,000 69,000

This tabie presents the rather disturbing information that:

# SMP sales are declining in a period when tihe total market is growing. The market is
up aimost 17 percent while SMP sales are down 10 percent.

@ Compeltors are taking saics from the SMP brand. The SMP brand's matket share has
fetlen from 34 to 96 percent.

o Competitor B is growing much faster than Comnetitor A.

Table 2 weuld suggest that the SMP strategy is probably not meeting expecta-
tions

Further, the data suggest that Competitor B may have discovered some effective
technigue for boosting sales which the SMP might copy. Interviews with retailers may
revea! the cause (e g, a new point-of-purchase dispenser, an increase in company
sales visits to retailers, or perhaps increased detailing to physicians).

None of these market trends would have revealed themselves without audit
data. Therefore, it 1s iImportant to use retail audits to provide an understanding of
market trends.



