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I. EXECUTIVE SUHMARY

.In accordance with a contract with the USAID iiission
to Guatemala, Population Services International conducted
a review of the contraceptive social marketing activities
of the Importadora de Productos rarmaceuticos, S.A.
(IPROFASA) in Guatemala. rield activities were conducted
during April in order to assess nine specific areas
identified by USAID as especially important to bbth USAID

and IPROFASA in planning for future activities.

Major findings relating to the nine areas are
reviewed below. Sections of this report in which the

issues are reviewed in more detail are indicated in

parentheses.

The general conclusion of the evaluation is that
IPROFASA has conducted contraceptive social marketing
~activities in full compliance with contractual
requirements and in accordance with sound business
practices. There are some adninistrative and managenent
issues that require attention and/or revision, as there
are in all modern businesseg. Nevertheless this young
project has established a viable family planning service
delivery system that offers the potential for making a
substaﬂtial contribution to improved contraceptive use in

Guatemala. Of considerable concern to IPROFASA is the
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question of "proiect continuity" which is related

stated objective of self-sufficiency.

SCOPE OF WORK HIGHLIGHTS

1. The administrative and operational organizaticn were
found to be acceptable, and in some cases relatively

sophisticated}

MAJOR PINDINGS

. Detailed manuals have been developed covering
critical operational areas of accounting, sales,
inventory, credit collection, and the ccrmputerized
management information system. (Section III)

. IPROFASA is established according to, and
functions in compliance with, CGuatemalan laws.
Contractual obligations of the organizaticn to
USAID are now being satisfactorily met with the
exception of a formal and integrated marketing
plan as required by amendment no. 3 to the
Cooperative Agreement between IPROFASA and USAID.
(Sections I1I, III, and 1IV.)

. The computerized data collection system has been
carefully structured to include programs that are
capable of providing timely information on sales,
inventory, finances, and personneli perforrance.
(Sections III and 1IV)

. The current organizational structure is flat with
few lines of authority. Given the present stage.
of the project and level of activity, and due
largely to the smallness of the organizaticn and
the dedication and dynamics of the people
involved, IPROFASA functions very well. IPROFASA
is aware that project expansion would require

-revision to its organization. (Section III)
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. Supervicion of current operations is adeqguate.

(Sections I1II and IV). :

2. Sales and Distribution operations were found to be
professionally planned and ranaged. Marketing progran
planning and implementation requires greater definition

and documentation of activities to be carried out.

MAJOR FINDINGS

. The sales manager is responsible for overseeing
the sales staff. The current sales manager is
relatively new to IPROFASA, but follows proven
procedures for supervising and directing sales
activities. (Secticn IV)

. IPROFASA lacks a formal and integrated marketing
plan based on data that specifies the total market
potential with which to establish realistic
targets and to set objectives, or that presents
the strategies for product, price, promotion and
distribution to achieve objectives. It is
essential that such planning be initiated
immediately to provide a basis for -logically
planned project development and expansion, taking
into account legal and socio-cultural conditions
in the country. (Sections IV and VIII)

. The current data/records keeping system is a
well-designed computer-based system that could be
highly useful as « management tool but which is
not being utilized to its maximum potential.
(Section III)

The current publicity campaign was designed to be
low-key and unobtrusive in order to establish that
contraceptives could be "advertised” without
creating negative reactions. This has been
established with positive reaction from the trade.
However, it is necessary to implement a more
intensive communications campaign that will reach
a broader consumer base and provide greatcer
support to trade members selling the products.
IPROFASA should receive additional financial
resources to introduce and sell contraceptives to
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the indigenous population which represents a larye
segrnent of the project's social market, and which

is difficult and expenszive to reach, for cultural

as well as geographic reasons. (Section 1V)

. Pricing policies fo: IPROFASA products navz deen
guided generally by the philosophy of social
marketing. Profit wmarcgins to the trade are set Dy
law a3 well as custom, and the current prices are
sufficient to encourage trade participation.
However, in order that producis be made wore
accessible to low-income groups, including the
indigenous population, current and future price
structures should pe further evaluated. (Sections
IV and V)

. The current line of contraceptive products is
adequate. Varying packaging coniigurations could
be reviewed to serve a broader consumer base. The
addition of other vroducts is under consideration;
decisions should be made in keeping with its
social goals especially as they relate to social
marketing. Additional products should be closely
reiated to health, family planning, and/or
nutrition. (Sections IV and V)

3. Logistic systems within IPROFASA are excellent.

MAJOR FINDINGS

. Packaging is being carried out according to
established procedures and norms. Retailers report
satisfaction with the supply system, noting that’
stock-outs have not occurred. (Section IV)

. No particular problems were found with the
of f-shore procurement process. Products arrive
expeditiously and orders for supplies are filled
in a timely fashion. (Section IV)
4. Visits to selected pharmacies, in conjunction with

conversations with IPROFASA staff, indicate a

substantial black market activity in Guatemala. The



only course available to IPROFASA to reduce the black
market to its advantage is to position and promote its
products in competition with contraband and to take’
advantage of the "brand loyalty" phenomenum found

generally in marketing. (Section VII)

The current accounting systeﬁ includes procedures and a
chart of accounts, and has been classified by an
independent auditor to be in compliance with standard
accohnting practices. Cost analyses have been

undertaken.
HAJOR FINDINGS

IPROFASA has experienced only one disallowance,
and that was early in its operations. Based on an
internal audit carried out by USAID, all
deficiencies in accounting have been resolved.
Independent financial audits are conducted by
Tuncho, Granados and. Associates, representatives
of the firm of Deloitte Haskins and Sells, an
internationally recognized firm of good repute.
(Section IIT) ‘

IPROFASA is currently reviewing its personnel
policies regarding employment procedures and
pension plans to address both employee needs and
to be competitive with other conmercial firms. At
the present time salaries and benefits for

* administrative and manacgement staff of the firm
are below market standards and increases do not
keep step with the current inflation rate.
Accordingly IPROFASA may wish to conduct a review
of its salary scale and benefits package with an
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aim to adjustment of compensation plans to make
them more commensurate with the sector in which it
operates. Incrcases could appropriately be linked
to consumer price indices, or some other relevant
formula. (Section III)
Two cost-analysis studies have been conducted to
_measure prcgress towards, and ascertain the
feasibility of, reaching a "break-even" point.
One, based on an analysis of subsidized products
and market growth concludes that break-even is not
feasible in the foreseeadble future. The second
results in an overly optimistic projection of when
and now break-even may occur. The former study is
_more realistic. (Section VIII and Appendix B)
IPROFASA has devoted considerable time to studying the
issue of project continuity, specifically as it relates
to self-sufficiency, and has considered the addition of
traditional consumer products- in order to generate more
revenue. Reaching a "point of equilibrium” in the
foreseeable future is ‘not possible without serious
jeopardy to the social intentions of the project.
Alternatives are nevertheless discussed. (Sections V,

VIII, and Appendix B)

At the time of the review (April 1987) IPROFASA had
been selling products for 21 mohths. Total éales
during 1986 represents the delivery of 13,000
couple-years-protection, or approximately one percent
of Married then of Reproductive Age in the countr&.
The net cost per CYP is Q31.38 (US$ 12.55);

Comparatively speaking this performance is good. For



example, Honduras launched products in 1984, and during
that year achieved a CYP of 7900, or approximately 1l.4%
of MWRA. E1 Salvador, where CSH products were launched
in 1978, delivered approximately 16,000 CYP during-.1984
(2,33 of MHRA) at a net CYP cost of $14.56 which

includes to cost of condoms distributed through vendin:

machines. (Section VI)

Continued technical assistance to the IPROFASA project
will assist in developing and implementing, or .
comﬁleting, vital tasks including a marketing plan;
training in strategic planning and computer system
applications; streamlining administrative and financial
p;ocedures. It will also help with orderly and

data-based long-range planning for future project

- developrent. (Section IX)



II. INTRODUCTION

Importadora de Productos Farmaceuticos, S.A.,
(IPROFASA) was incorporated in November 1581. On 31
August, 1982 an agreement was signed with USAID/Guatemala
through which both financial assistance and materials are
provided to support IPROFASA's contraceptive social
marketing project (CS@). In July 1983, the Board of
Directors acquired the services of Sr. Jorge Mario Ortega
as General Manager. A Resident Technical Assistance
Advisor to IPROFASA began work in. May, 1984. Three
contraceptive products were launched in July 1985, and a
second condom was introduced in January 1987. At the
present time CSM products being sold include §gggg'and
- Pantera condonms, Lirio vagina1 tablets, and Perla oral

contraceptives.

According to IPROFASA's sales records, from July 1985
through December 1986, the total sales have provided
revenue totalling Q391,235 (See Appendix A). During 1986
13,028 couple-years-protection were delivered at a cost per
.couple of apbroxihately Q31.38 (US $12.55), which has been

calculated in the following manner:



Total 1986 Operating Costs | Q703,670

Less Total 1986 Revenue 296,786
Total Net 1986 Operatin3 Cost 408,684
Couple-Years-Protection Provided 13,028
Cost per Couple-Year-Protection 031.38

(1 UsS $§ = 02.50)

"The corporate objectives of IPROFASA are stated in

very broad terms to:

1. Decrease the birth rate, and

2. Focus on classes of consumers at social and

econonic disadvantage. :

According to corporate docﬁmentg, these objectives
are Eo be accomplished through the sociai marketing of
contraceptives. As an additional aspect, the project
is charged with meeting its objectives as well as

) attaining prdjeét self-sufficiency. The agreement with
USAID, currently effective through December 1987,

incorporates the corporate objectives as project

objectives.

USAID Guatemala further characterizes the IPROFASA

CSM program as a "social experiment” to "position and



market gquality contraceptive products so as to bring
them within the reach of the economically disadvantaged

segnent of the Guatemalan population.”

The current Cooperative'Agreement between USAID
and IPROFASA will conclude in December 1987. Through
Population Services International USAID contracted for
an evaluation of the project to provide an "6bjective
and practical assessment of IPROFASA's performance,”
"and to make recommendations which can improve
performance where necessary and assure its continuity

and a viable business venture with a-social purpose.”

In April 1987 Robert Ciszewski and George Kraus
initiated a review of IPROFASA-activities to pgovide
‘'such an assessment. During planning meetings with
USAID staff, concerns were confirmed to be general
management and project continuity requirements. The
social impact and potential of the project were

emphasized as key issues for USAID.

.The team reviewed project documents, sales
reports, and conducted interviews with IPROFASA

directors, management, and staff. Time constraints



precluded intensive field work, but a limited nurber of
visits to pharmacies, the priwmary outlets for
IPROFASA's products, were made to reet wiﬁh shop staff
and owners to ascertain if there were any significant
problems or other observations from the field. The
original project agreement and the subsequent six
amendments, were also reviewed in relation to thne
commitments of both IPROFASA and USAID. Amendment No.
3 of April 27, 1987, changed the amount of USAID's
obligation of funds from $1,908,000 to $2,501,063 and
established key actions of IPROFASA, including the

preparation of a "Market Plan." -

The report that follows presents the major

findings and recommendations of the review.

Part III provides a review and analysis of
IPROFASA's administrative and operatioﬁal systems,
including Inventory Management, Logistics, Management
Information Systems, Personnel, Operation Manuals,

Organizational Structure, and legal matters.

Part IV provides a review and analysis of
marketiﬁg management and sales, including the sales
force, market planning, sales incentives, publicity

campaign, and pricing.



Part V presents a discussion regarding project

coﬁtinuity and related issues.

Part VI reviews performance indicators and

presents data from other countries.

Part VII reviews the black market and its

implications for IPROFASA low cost contraceptives.

Part VIII is a critical review of planning
processes and needs, especially related to revenue

projections.

The report also provides discussion of additional

technical assistance (Part IX). The major findings

-presented to USAID at the conclusion of field work are

sumnarized in Part X.



III. Administrative and Operational Organization

The Administrative organization of IPROFASA is flat
with The Sales Manager, Accountant, Chief 6f Crecdit
Collections, and Warehouse Managér all appearing on the
same level in the current organization chart. However,
conversations with all department heads and employees
concerning job descriptions, work flow, and inforﬁation
systems confirmed that, in terms of administration and
organization, the firm, with fourteen employees, functions
effectively. IPROFASA is able to coordinate and
communicate internally. This ability is -facilitated by the
dynamic leadership provided by the General ianager. Alsé,
the firm adheres to the procedures and guidelines
established in a series of administraﬁive manuals that
provide IPROFASA a coherent administrative ana operational

structure.

A. 'Internal Operations

IPROFASA has developed five basic administrative
manuals since 1934, that cover product inventory,
accounting, sales, and management information. These
manuals, deﬁcribed more fully below, provide IPROFASA tae
necessary ingredients for efficicnt, effective

administraticn and management.

- 15 -



Manual de MNormas y Procedimientos Administ-ativos

{MNPA) .

The #NPA contains job descriptions and procedures
for warehouse and physical inventory management.
The procedures and formats contained in the MKPA
were checked against actual warehouse procedures in
use by IPROFASA. The MNPA procedﬁres and inventory
formats are being consistently used by IPROFASA
personnel. The warehouse/inventory syster is in

conformance with accepted warehouse inventory

systems.

Manual de Normas vy Procedimientos Contables (MNPC).

The MNPC contains job descriptions for accounting
personnel and specific accounting procedures
including the chart and Systems of accounts, and
formats that are currently in use. The accounting
system as designed in the MNPC has provided a basis
for organizing financial reporting to AID and the
Government of Guatemala (GOG). The independent
auditor for IPROFASA in Guatemala (Tuncho, Grandos,
and Associates) has,.found the firm's accounting
;ystem to be in conformance with generally accepted

accounting standards.



Manual de Normas y Procedimientos de Creditos ¥

Cobranzas (MiPCC) .

The MNPCC contains jcb descriptions, procedures,
and formats for the administration of IPROFASA's
credit and collection department. The credit
collection system as presented in this manual hés
provided the organization with an excellent
tracking system to monitor credit sales ﬁhich, from
the period of July 1985 to September 1986,

comprised 73 percent of total sales.

. Manual Interno Departamentos de Ventas (MIV).

The MIV contains job descriptions for the sales
manager and salesmen. 1t also describes routines
for the daily activities and tesponsibilities of
the sales force, and includes formats currently in
use. The described procedures in the MIV have
established the pattern of operations and the
manual serves, in fact, as an operational manual

for the sales force.

Manual de Sistema de Informacion (MSI).

The MSI is a users guide to the IPROFASA ranagement
infdrmation system which has been developed for

accounting, inventory, credits & collections,



sales, and management. The users guide is
continually updated as the MIS is upgraded or

expanded.

B. Personnel Administration

IPROFASA's management has a keen awareness of its
obligations to employees especially since advancement in a
small organization is not readily available as a form of
incentive. Consequently, compensation in salaries,
commissions, bonuses, social benefits, and other activities
such as training, are important and necessary to retain

staff and provide employee continuity.

Having identified employee beneiits as an imﬁortant
aspect of IPROFASA's personnel policy, management opened an
accrued benefit fund in January 1987, and steps are now
being taken to increase this fund to a level that
corresponds to its obligations in accordance with GOG

regulations and IPROFASA policies.

A further aspect of employee relationships which the
General Management considers important is IPROFASA's
special vulnerability to any action or claim against it by

an unhappy employee or ex-cmployee.



Discussions of the above issues with IPROFASA
management and financial ctaff pointed ditectly to sone
needed adjustments and refinements to the current personnel

policies.

Recommendations: First, IPROFASA should develop a
formal policy regarding accrued employee benefits and take
the appropriate actions to either 1) increase the accrued
employee benefit fund, or 2) pay out at the end of 1937 all
accrued benefits and sign annual contracts with employees.
The second option is a practice used by other firms in
Guatemala. Since there is currently a sufficient positive
balance in IPROFASA' income account, déposit of accrued

benefits in the fund or payment is financially feasible.

_  Second, to ensure that IPROFASA's position is defined'
and that employees are well informed, the firm should
develop a policy (codigo de Trabajo de la Empresa), that
details how the benefit plan operates, describes leave and
vacation policies and procedures, explains perforrance

evaluation procedures and schedules, and defines bonus and

commission plans for the entire staff.

C. Financial Management

Since January 1985 IPROFASA has managed approximately

Ql.3 million of USAID donations of funds and materials,

- 19 -



total sales revenues of Q472,863 (through March 1987) and
disbursements of Q1,028,404 (through December'1986). In
terms of monthly financial reporting to QSAID/G the only
disallowances noted to-date were made in the 1983-1984
period. These most likely resulted from the difficulties
and uncertainties involved in prbject start-up. The
majority of these disallowances were the result of

overcharging line items.

Beginning in January 1985 IPROFASA has effectively
prepared and provided timely financial reports required by
USAID. Independent audit reports covering the period
1982-86 conducted by Tucho, Granados and -Associates,
affiliated with Deloitte, Haskins & Sells, find that
IPROFASA has maintained its financial records in accordance
with generally accepted accounting standards.

All financial management activities, including cash
- management, general ledger, budget preparation, balance
sheets, P&L statements, voucher preparations, etc., have
been computerized (see Section III.D. below,)}. This has
allowed IPROFASA to reduce by 30 days the time required to

prepare a monthly voucher submission to USAID.

D. Managqement Information and Control Systems

IPROFASA has becnefitted from local technical

assistance in the development of a management informat.iua

- 20 -



system (MIS). It has acquired more computer hardware and
software than a less—capitalized or subsidized firm would
be able to procure. The data base management software in °
use is Dbase III, and programs have been developed for™
accounting, inventories, credit and colleétions, and sales.
Reports provide timely information to IPROFASA management
and there is sufficient flexibility in éhe software to make

any modifications necessary to match the firm's growth and

changing needs.

There is general agreement among IPROFASA management,
the resident advisor, and the local MIS consultant that
personnel training is important if the system is to be
utilized to its full capacity. Secretaries, for example,
are not as yet taking advantage of the system's wora
processing capabilities, nor is management fully conversant

with the facilities of Dbase and the lotus spread sheet.

RECOMMENDATION: IPROFASA should dedicate time to
on-the-job training on the computer and data system to all

levels of relevant staff.

l. Inventory'and Commodity Logistics

The central inventory system is part of the MIS
system which can deliver accurate and up-to-date

information regarding all aspects of inventory

- 21 -



management, material flow, stock positions,
distribution, and sales. Daily updates facilitate all
pheses of supervision, decision making, and audit

functions.

The inventory system contains information by
each product and a manager may secure instantaneous
information concerning bulk stock in hand, éackaged
stock, value of inventory, last entry, last shipment,

and reorder point.

The physical inventory of materials and products
is currently maintained in a 200 square meter space
attached to the first floor of the office building.

It is well situated, orderly, and clean; it céntainS'
areas for bulk storage and packaging, ahd final

product storage.

The current reordering system to calculate
annual product needs and multi-year projections will
soon be superceded by another system designed by AID,
and therefore should be better suited to the AID

commodity ordering system.

IPROFASA managcment is satisfied with its
current repackaging operation. No difficulties with

material flow have been noted. Interviews with sales

- 22 -



staff confirm that products are available in active
inventory and that no sales have been lost nor

deliveries delayed due to lack of finished product.

Warehouse space expanéion within the same office
building is currently under consideration. IPROFASA
is projecting a 20% annual increase in sales, and
anticipates that additional space will be néccssary to
support this increase. However, while IPROFASA does
maintain a cost or value of inventory, it has not
calculated all costs of carrying an inventory. This
is a necessary element in the decision making process
to measure the optimal size of inventory, and thus
estimate how much warehouse space is required. A
warehouse needs analysis should include an analysis of

the entire logistical operation.

" RECOMMENDATIONS: The following recommendations
are based on the findings from the review of the

inventory and commodities management procedures.

1. IPROFASA should complete an inventory
carry-cost study that includes personnel

time, obsclescence, rent, office materials,



and so forth. Such a study would also
facilitiate additional calculations, such as
economic order points, should these become .

practicable.

2. IPROFASA should conduct a warehouse space
sizing study based on current needs and
projections of inventories ovef the next
five-year period. A formal calculation of
this nature covering space and conditions
necessary for bulk storage of product and
materials, packaging, and active inventory
would provide management with a quantified

basis for planning and decision making.

E. Other Opérational Issues

Discussions with the IPROFASA Board of Directors, the
General Manager, Resident Advisor, and Financial Officer
indicate that the firm is completely aware of all the
issues that require attention. A few items bear mentioning
or repeating here to be sure they are not overlooked as

IPROFASA plans for the future.



1. Product'Reqistration

Product registration (Registro Sanitario) and
brand registration (Registro Mercantil) have been
accomplished or are in process for all IPROFASA
and the commercial distributor for Syntex
products, whose registration for the Noriday Pill
is due to expire in July 1988. Fortunaéely, the
brand registration for IPROFASA's Syntex product,
Perla, covers a ten year period, and overlaps the
commercial distributor's five year Product
Registration period. It would be prudent at this
" time for IPROFASA to define thé Syntex
distributor's position regarding the

re-registration of the product.

The IPROFASA product is marketed as Perla, which
ensures IPROFASA an advantageous position during
any negotiation that might be necessary.
Nevertheless, IPROFASA should consider contacting
the Syntex distributor far enough in advance of
~the expiration date to ensure that the Syntex
Distributor remains willing to re-register the
‘préduct under the terms of the original agreement.
Presumably IPROFASA's General Counsel is the best

source of Information on this item.

- 25 =



2. Employee Benefit Plan

To ensure that the accrued benefit fund
established by IPROFASA is in full compliance with
GOG labor laws and reguiations, and that the
employees are well informed of the fund, it is
recomnended that assistance be acquired to
formalize the plan and policies currentl& under

consideration by the firm.

3. Organizational Structure

'As noted in Section A above, the current
organizational structure of IPROFASA is
functioning effectively. However, should IPROFASA
enter into a significant growth phase, and/or
actually include traditional marketing and
distribution of selected products or lines,
management of the organization would benefit from
delineated departmental responsibility. The chart
in Figure 1 is illustrative of a reorganization
.possibility that would facilitate management
control. Under this schematic, the G.M. would
have two direct reports; also, IPROFASA would then
have a structure to assist it develop a ﬁid-level
management capability, which would allow the G.M.

more time for strategic decision making,

- 26 -



deiegating many of the daily operating decisions
to the Harketing Hanager and

Administrative/Finance Manager.
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IV. SALES AND MARKETING

The sales and distribution activities of IPKROFASA are
conducted according to classical business approaches. The
organization has established proéedures and an

infrastructure that function effectively.

The total "marketing" operation is guided by.an
implementation plan that, while adequate for project
initiation, lacks a comprehensive apprcach reguired for

effective long-range strategic planning and goal setting.

A. Field Sales Force

IPROFASA presently has a sales staff consistiné of a
sales manager, and three salesmen. A medical
representative is on staff (they are contemplating adding
another) to promote Perla to physicians. The country is
divided into 3 sales zones each of which is arranged
geographically to include a part of the capital city. Tour
schedules are carefully planned on a 5-week cycle, 3 weeks
of which.are spent outside Guatemala City. The Sales
Manager (who has only recently joined the company) travels

7-10 days per month checking on the accuracy of call



ceports and generally making sure the sales force is doing
its job, which includes, in addition to checking stocks and
taking orders, collection of money and payment of bonuses

to retail clerks.

Each salesman is expected to average about 12 calls
per day. With three salesmen, therefore, the country's 650
outlets are éasily covered at least once during each 5 week
schedule; more important outlets are visited more

frequehtly.

Additionally, shopkeepers can and do telephone orders
into the head office, which arranges delivery of the
products. According to shopkeepers interviewed both in and
out of Guatemala City, IPROFASA provides excellent.service
and stockouts seldom occur. The response time and

frequency of visits is obviously very good.

RECOMMENDATION: In brief, the sales staff appear to be
well-chosen, well-supervised, and have high motivation. No

changes are recommended with regard to their performance or

supervision.



B. Gales Incentives

l1. Staff Incentives

The sales staff, including Ehe medical
representative(s), now receive a comnission based on sales.
Presently a salesman is allotted 5 percent of money
collected for sales to retail outlets in his territory; the
medical representative receives a cash commission based on
overall sales of Perla. The sales manager receives 1-1/2

percent of sales collections from all products.

In addition, there are monthly, quarterly, and annual
cash prizes for exceeding quotas, and all salesmen share

equally the 5 percent commission on sales to wholesalers

regardless of location.

Sales personnel say they are content with this
arrangement, although the commission for exceeding quotas

has not been paid for several months due to low sales.

Establishrent of sales targets or quotas is a
difficult task, especially during the early stages of a CSM
project when the products themselves have no sustained

sales history and the potential is not known.



Every employece, from the general ranager to office
boys and drivers, have a part in making the enterprise a
success. In order for every employee to assume & personal
interest in sales performance; a motivation is neeced. A
small annual bonus based on total sales could activate that
interest, impart a complete "team" operation, and engeﬁder

loyalty to IPROFASA.

RECOMMENDATION: With some 21 months of sales
experience to analyze, IPROFASA should consider
re-assessing its sales commissions with a view to making

the targets more realistic.

RECOMMENDATION: Strong consideration should be given
to including all staff, not just sales personnel, in the

scheme.
2. Retail Incentives

By mid-1986 there was some suggestion that continuing
emphasis on sales bonuses and.purchase incentives might be
resulting in overstocking at retail levels. Reorders during
.the past twu guarters have indeed been low. (See Section
\'A Figqre 2}) This indicates that retailers had more than
adegquate stocks on hand, probably as a result of the

various distribution incentive schemes.
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V;ewed from a broad perspective, overstocking is not a
negative factor. It is essential for any prime distributor
of a consumer-goods sales effort (especially one involving
social marketing of non-traditional items such as
contraceptives) to achieve the widest and quickest
distribution possible. The distribution objective of social
marketing is to put products within convenient reach of
consumers. This IPROFASA has done, and if there was
overstocking it seems a fair price to have paid. As the
market becomes better defined and the products better known
and accepted, consumer demand will reduce the need for
excessive incentives to retailers to carry the products.
Nevertheless, incentive bonuses utilized to date have
served their classical purpose: to stimulate sales to

retailers and achieve fast and wide distribution.

RECOMMENDATION: Henceforth bonuses should be used in
more traditional fashion with the purpose of increasing
distribution laterally (i.e., to new outlets) and

introducing new products and packaging.

C. Sales Record Svstems

Sales records are part of the overall management
information system described in Section III. The design is

excellent and has the capability to provide immediate
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product performance data broken down by sales

representative, type and location of outlet, credit

information, averages, etc.

D. Publicity Campaiqgn

At the present time product promotion relies heavily
on point-of-sale materials, augmented by brand specific
radio spots and press ads which include a general theme of
happier families. Currently, the new Pantera condom is not

being promoted.

1. Current Status

Retailers as well as project staff are enthusiastic
about the quality and soundness of the advertising and
promotion campaign. It is low-keyed and dignified yet
produces excellent recall statistics. Management believes
the IPROFASA advertising campaign has contributed to
"desensitizing™ family planning products and has helped
demonstrate to the more conservative urban element that the
mention qf a contraceptive in mass media will not result in

negative public reaction.

From the beginning there has been an element of

tension or apprehension about consumer advertising of these
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"delicate" products. However, there has been no adverse
reaction to date, and experience in other countries

supports the likelihood that none will develop.

The campaign, although cautious, is planned to (and
must) become by stages more explicit, to provide more
information via a wider variety of media. IPROFASA must
continue to insist that the agency be innovative and, to
the extent possible, probe public opinion and test
reaction. Focus group research is now underway and may
reveal areas of weakness and identify potential for
improvement, but the campaign to date has obviously been

well planned and executed.

2. Future Needs

One area which now must receive a good amount of
promotional attention is the "indigenous" market. Steps
are already underway to test certain facets of this market;
more can be and should be done. This large and
difficult-to-reach segment of the population is a critical

one in family planning terms.

RECOMMENDATION: A series of separate in-depth studies
should be undertaken to 1) identify constraints to family
planning with the important indigenous communities, and 2)

develop and test motivational approaches via appropriate
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media to overcome these constraints. This task, while not
easy, can ope accomplished; until it is it will not be known
to what extent this community can be persuaded to adopt

family planning.

3. Special Considerations for Pantera

One additional point about the recently-introduced
condom, Pantera: The decision was made not promote this
brand with consumer advertising or point-of-purchase
display materials. This decision is linked with IPROFASA's
felt need to generate financial return to the program; it
was feared that sales of low—priced.Pantera would impact

adversely on sales of Scudo.

- This decision should be re-examined. The product was
designed for a market segment other than Scudo's, and is
more likely to compete with contraband products than with
IPROFASA's. (See Section VII.) Developed for a different
market segment (and it should be so placed and promoted),
Pantera, with low packaging costs, could becomé an
important source of income and provide the consumer with a

wider choice. It must, however, be advertised and promoted

heavily.

RECOMMENDATION: Discussions regarding Pantcra

promotion should be reopened and decisions reassessed.
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E. Pricing

In 1987 IPROFASA instituted price increases for all

products. Pantera was launched with a retail price of

Q0.50 per piece. Scudo, Lirio, and Perla are now Ql1.75 (3
pack), Ql1.25 per 4, and Q2.00/cycle (U.S. $0.60, 0.50, and
0.80) respectively. Commercial retail pfices for condons
range from Q1.00 to 4.50 per 3-pack with a variety of
pack/price configurations. Neo-Sampoon is sold for Q8.06

per 20.

Although shopkeeper opinion largely -supports the
contention that consumer prices for the CSM products are
appropriate, one question comes to ﬁind: Is the price of
§gggg; which works out to éome Q0.58 per application, too
high? Lirio costs Q0.31 per application, for example, and

sells better than Scudo.

Research being planned on consumers' opinions about
project prices, and the upcoming internal pricing review
will further examine tﬁis question. Consumer reaction to
Pantera can be studied once proper promotional support is
' providedL Scudo, unlike most socially-marketed commodities,
does not enjoy a clear price advantage in the marketplace.

It is, in fact, priced within the range of other condoms on



the market. If management finds that Scudo is overpriced,
options would be to shift promotional emphasis to Pantera

or to simply lower the price of Scudo.

In any discussion of price it should be noted that
pressures for self;sufficiency inevitably create the
temptation to raise prices. This must be resisted, unless
management is certain that the higher price is affordable
by the target market. Price increases otherwise only cut
off the lowest end of the very market segment which the

project is designed to serve.

F. Adeguacy of Product Line

l. Contraceptives

The product line has taken a normal course by social
marketing standards. Beginniné with the classical dne
condon, one oral, and one spermicide'(and including an
ill-advised attempt to market a condom spermicide
combination package, which failed), the project has now
added a bulk-packed, lower-cost condom (Pantera), and is

preparing to introduce a low-dose oral.

With the product line "complete," including two brands
of condoms, two orals, and a vaginal spermicide, sone

experimentation should be done with packaging size and
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presentation. For example, Scudo and Lizio might be
offered in boxes of 6 or 12 at lower per-unit prices, thus
offering consumers a price break and at the same tire
increasing IPROFASA's margin by lowering packaging costs.
Of course, crucial to any decision to offer larger
presentations is the question of whether the project's
target consumer can afford to buy in larger quanéities,

even at a lower per-unit cost.

RECOMMENDATION: Management should take under
consideration the question of offering a greater variety of

package sizes.

Also, should it become appropriate to do so, we
suggest that IPROFASA be encouraged to add a
socially-marketed oral rehydration product to its line. We
understand that constraints currently exist which make this
difficult, but IPROFASK should remain alert to opportunity

in this area.

G. Marketing Planning

As noted elsewhere in this report, contractual
obligations to USAID now include the preparation of a
marketing plan. In the absence of a marketing plan,
IPROFASA's strategic planning remains cursory and

short-term. Implementation plans were prepared for 1986
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and 1987, but fall short of providing decision'makers with
a basis for 1) projecting market and revenue; 2)
projecting CYP and cost per CYP; 3) assessing and planning
“elements of the marketing mix; 4) détermination of
additional products (in relation to CSM activities) and any

other products for commercial sales.

There is no substitute for business and marketing
plans that specify objectives and include analysis of cash
flows (See also Section VIII). The process required to
produce such a document will be especially valuable to
management, not only in establishing realistic objectives
and performance assessment guidelines, but also by forcing
managers to consider and participate in developing
strategies and time-frames which oftén‘are idnored or

forgotten in the press of day-to-day problem solving.

Marketing is a dynamic aétivity, which, in many ways,
does not lend itself to rigid planning. Nevertheless, a
marketing plan is an essential blue-print to guide strategy
development and implementation and to gauge progress and
identify problems and opportunities that are responsive ﬁo
market changes. IPROFASA mnust be allowed the flexionility
to operate outside the plan as changeable market

conditions dictate.



RECOMMENDATION: IPROFASA, the Resident Advisor, and
USAID Project Officer should varticipate in the development
of a marketing plan with a specified deadline. Since
marketing plans are constantly revised, the plan should not
be considered a definitive document, and needs to allow
IPROFASA the flexibility to operate according to market
changes. But it should include all activities including
needed market résearch, financial requirements, and revenue
projections. It needé to be based on the primary goals of
the organization and must.reflect IPRCFASA's complete
experience via a diagnostic of both internal and external
environments. The resulting more reliable income
projections will help define the kinds of subsidies
necessary (from whatever source) or the typés of products

needed for continued activity.



V. SELF-SUFPICIENCY: SOME CONSIDERATIONS

It is generally recognized by all parties that
IPROFASA cannot generate (with a line of socially marketed
products priced to reach the economically disadvantaged)
enough income to offset even the moderate expenses needed
to continue operating. (See also Section VIII and Appendix
B.) If the service it is performing is deemed valuable, and
USAID wants to continue sponsoring a social marketing

project, then the alternatives, broadly, are to:
l. Continue financing all of IPROFASA's costs, or

2. Encourage and assist them to earn all or part

of their expenses.

With regard to the first, there apparently exist
political and economic considérations which narrow the
viability of this option. Paramount among these may be the
fact that the current donor cannot commit to indefinite
support of any enterprise, however developﬁentally sound.
On the assumption that this is the case, the discussion
which follows is largely directed toward the second of the
above alternatives. However, the first is, in our opinion,

the more attractive, and, if it is not impossible, the



rationale in Section A below should be strongly considered.
Section B presents considerations regarding

self-sufficiency.

‘Discussions regarding both alternatives presupposes
that USAID will continue to provide donated‘contraceptives
at levels permitting IPROFASA to confidently work toward

market expansion.

A, Continued Subsidization

IPROFASA presently devotes its corporate resources to
the pursuit of a social goal. Withdrawal (or substantial
diminution) of USAID funding, particularly at this early
stage of the organization's brief history, woﬁld force
IPROFASA to redefine its purposes and the nature of its
business. At this point it appears highly unlikely that
IPROFASA, obliged to fend for.itself in the marketplace,
would continue a single-minded concentration on low-demand,
low-return contraéeptives. USAID's continued presence
assures, certainly in the short term, and likely.in the
longer as well, the operation of a wvell-run marketing
organization with great potential for social good.
Conversely, USAID's absence will certainly weaken this

potential.



IPROFASA was established at no small cost to AID. Its
failure as an independent commercial enterprise, or its
continued operation at only marginal demographic and
humanitarian impact, would multiply this cost
substantially. Moreover, the'cost of its continued
operation under fuil subsidies can be meaningfully
evaluated only in juxtaposition with comparable data: Is
delivering non-clinical contraceptives to the poor through
IPROFASA expensive? The question can only be addressed by
considering the alternatives quantitatively. An a priori
judgement might conclude that social marketing wou'ld be
more cost-efficient in that most of the physical and human
capital involved in handling the contraceptives would be
paid for by the consumers. In any event, should USAID wish
to continue to pursue population objectives iﬁ Guatemala,
it is by no means clear that the funds required for

subsidies to IPROFASA could be as well or better invested

elsewhere.

The recommendation therefore is (recognizing thét it
may not be poséible) that AID continue to completely
subsidize IPROFASA and use its legitimate influence as
donor to limit the organization to social marketing.
IPROFASA would then be encouraged as it matured and
developed its expertise to broaden its product line to
include other, similar goods and services of clear social

value: products such as oral rehydration salts, and
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concepts such as small family norms, breast feeding,
vaccination, AIDS prevention, etc. Such additional
activities are justifiable in and of themselves, but would
have the effect of enhancing the.cost-efficiency of

IPROFASA still further.

If the situation does not leave that option open, the
question becomes one of how--and to what extent--to help
IPROFASA operate without USAID cash subsidies. The
following section briefly outlines certain basic options

a