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In the presented article, the theoretical and practical aspects of food marketing are studied and analyzed. The food marketing advantages are identified
and the tendencies in the sphere of food production in Georgia are evaluated. It is noted that Georgia, with its natural and climatic conditions, can produce
environmentally friendly products in an amount that will almost entirely satisfy the home market demand, the part of it is possible to export. The State plays an
important role in the development of the agricultural sector, but there is also the need to pay special attention to formation of the correct marketing strategies,
in order to define the company’s prospects for the development and provide the assessment of innovation potential.
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Y npedcmasnenili cmammi eueyeHo ma NPOGHANI3080HO MeopeMuYHi ma
MPAaKMUYHi acnekmu npodoeoabYo20 MapKkemuHey. BuseneHo nepesaeu
MP00060b4020 MapkemuHay Ui oyiHeHo meHOeHyii, wo icHytoms y fpy3ii y
cepepi 8upobHUYMEa npodososnbemea. BidsHaueHo, wio [py3is, suxodayu 3i
CBOIX MPUPOOHO-KAIMAMUYHUX YMOB, MOXce 8UpOBAAMU eKonoeiyHul Yucmy
npodykyito 8 mili Kinbkocmi, Aka malixce nogHicmio 30008016HUMb Mompebu
BHYMPIWHL020 PUHKY U, MOMAUBO, YacmuHy ekciopmysamu. Ha depxcasy
MOKAAOEHO 3HAYHY POSb Y PO3BUMKY G2PAPHOR0 CEKMOPa, ane Mpu Ybomy
HeobxidHo ocobausy ysazy npudinumu (OPMYyBAHHIO MPasUAbHOI MapKe-
MuH2080i cmpamezii 013 Mozo, w06 8U3HAYUMU NEPCNEKMUBU PO3BUMKY
KomnaHii U ouiHumu ii inHosauiliHuli nomeruyian.
Knroyosi cnoea: npodosonbyuli puHoK, npodogonbyuli MapkemuHe, azpobis-
Hec, KOHKYpeHMocnpoMoxcHicme, [py3is.
Puc.: 1. Taba.: 1. bibn.: 5.

Mamynadse leaa A. — 00KMop eKOHOMIYHUX HayK, npodecop, bamymcoKuli
depxcagHuli ynisepcumem im. LLioma Pycmaseni (8yn.. HiHoweini, 35, bamy-
Mi, 6010, Ipy3is)

E-mail: Mamuladze.gela@bsu.edu.ge

he main aim of food manufacturing companies in

Georgia is to provide the population of the country

with food products, and its achievement largely de-
pends on the efficient organization of their production and
sale. This issue is quite serious and is still a point of concern.
The largest part of food products manufacturers either op-
erate not at their full capacity or have ceased their opera-
tion at all. Due to this fact, the share of imported goods in
the Georgian market largely exceeds the share of domestic
products. It should be recognized that foreign products
are quite popular and often more attractive for custom-
ers, though their quality is significantly lower than that of
similar local ones. In Georgia it is possible to manufacture
various types of products that can fully meet the require-
ments of the local market and be exported. Therefore, we
need to create highly reputable companies-manufacturers
of food products that will actively use modern marketing
approaches, since they are one of the tools to gain advan-
tages in a competitive market.

Although the issue under study is being widely dis-
cussed, we believe that its analysis is at the development
stage, and it is still relevant. The aim of the article is to study
and analyze marketing approaches to the current situa-
tion concerning food manufacturing companies and draw
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the corresponding conclusions about the above mentioned
problems.

Provision of the population of Georgia with food
products largely depends on the right organization of their
production and sale. In this regard in our country the situa-
tion is quite serious so far. The largest part of the manufac-
turing companies that are to supply food products at our
request, either do not operate or operate not at their full
capacity. The Georgian market is mainly occupied by im-
ported goods while the share of domestic products is really
small. Unfortunately, a popular product (a foreign one) is
often more attractive for the customer, though its quality is
significantly lower than that of the similar local product. It
concerns various types of agricultural products (eggs, pota-
toes, cucumbers, tomatoes, etc.). It is also true for different
kinds of fruit-flavored water, canned fruits and vegetables,
as well as vegetable oils and animal fats, etc.

In recent years, food products manufactured in Geor-
gia comprise an insignificant share in the local market. Today,
the situation is not so promising in this respect. According to
the data published by the National Statistics Office of Geor-
gia, in the 2nd quarter of 2017, the largest share in Gross
Domestic Product (GDP) belongs to industry (16.7%) and
trade (15.2%). They are followed by agriculture and fisheries
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(9.9%), transport and communications (9.8%), construction
(9.4%), public administration (8.5 %), real estate activities
(6.6%), health and social assistance (5.8%) (Fig. 1).

Other sectors
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Fig. 1. Sectoral structure of gross domestic product
in the 2nd quarter of 2017

If we compare the data on Gross Domestic Product
for the 2nd quarter of 2017 with the indicator for the same
period of 2016, it is clear that the real GDP growth was ob-
served in the following sectors: construction (16.4%), ho-
tel and restaurant business (12.9%), mining and quarrying
(7.4%), real estate, lease, customer service (7.2%), transport
(7.0%), financial activity (6.4%), communications (4.8%),
public administration (4.5%). The decline is observed in ag-
riculture, with a significant share of food products (-2.4%),

and the sector of electricity, gas and water production
(—0,9%) (TBl. 1).

If we look at the situation with production of food
products in foreign countries, the picture is radically differ-
ent. For example, in Kazakhstan, the volume of food pro-
duction has grown by 8% by 2017'. According to the data
of the first 5 months of 2017, this figure increased by 8.3%
compared to the same period of the previous year. This is
the most important change in the last five years in terms of
food production. The cost of the products manufactured in
2017 amounted to KZT 517.8 bln in January-May, which is
by 1.8% higher than in the same period of the previous year.
In the food industry structure, the companies engaged in
fruit and vegetable processing, and canning operate more
effectively. Their production increased by 24.3% in January —
May, 2017 compared to the same period of 2016.

The reason for the decrease in agricultural production
in Georgia is simple. Increasing imports gradually reduces
the production of national products and local agricultural
products are gradually losing their competitiveness. Vari-
ous countries export their agricultural products (vegetables
and fruits) that contain high concentration of nitrates, but
in spite of the fact, consumers buy the commodities that are
less expensive in price due to their low purchasing power.

It should also be noted that the manufacturing of food
products has never actually been market-oriented in Geor-
gia. The current equipment is ineffective and outdated to pro-
duce potentially profitable food products. The state plays an

" http://www.agroinvestor.ru/markets/news/28154-v-rossii-rastut-
proizvodstvo-i-prodazhi-produktov-pitaniya/

Table 1
Real GDP growth for the corresponding period of the previous year (percent)
Economic activity type Il quarter 2016 Il quarter 2017

Agriculture, Hunting and forestry; Fishing, fisheries -1.1 24
Mining industry 222 74
Manufacturing industry 9.5 1.0
Production and distribution of electricity, gas and water 04 -0.9
Production and product by the household 1.6 0.5
Construction 12.2 16.4
Trade: Repair of automobiles, household goods and personal belongings =22 37
Hotels and restaurants 10.8 12.9
Transport -4.1 7.0
Communications 0.6 48
Financial activity 94 6.4
Operations with real estate, leas and customer service 34 7.2
Conditional rent to use own home 35 36
State governance 45 4.5
Education 2.8 13
Healthcare and social assistance 0.2 1.2
Render other utilities, social and personal services 6.6 2.0
H‘ome work .and household activity related to the production of goods and ser- 05 96
vices for their own use

Indirect assessment of financial services 9.8 57
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important role in the development of the food sector, which
is in formulating a good strategy involving the introduction
of quality control in food processing production, creation of
a competitive environment for primary production, assess-
ment of the need for certification and regulation.

arketing is an important element of successful re-

alization of food products (as well as all manufac-

tured products and services), both in the domes-
tic and foreign markets. It is noteworthy that the manufac-
turing of food products and their successful realization re-
quires new approaches to determining markets to sell Geor-
gian goods. With consideration for the above mentioned,
mastering modern marketing methods and techniques by
all field managers and specialists is a necessary condition for
the production and sale of food products in our agricultural
practices, because one cannot perform successfully without
knowing the market situation. A marketing specialist should
be well acquainted with the issues of conjuncture, commod-
ities, effectiveness, profit and management. In the business
sphere he/she should have full economic information that
the suppliers own. He/she should know the technology of
manufacturing the product and keep track of its perfection.
Thorough knowledge of the key issues by a seller makes
it easier to understand a certain situations created in the
market and carry out respective marketing activities. Many
companies that have a necessary technological potential for
manufacturing quality products cannot effectively operate
in the market. It is partly caused by the fact that an enter-
prise does not have the right strategy that is focused on a
specific target group of consumers, competitive advantages
and existing opportunities.

In terms of quality-oriented and ecological produc-
tion Georgia is able to satisfy the domestic market require-
ments, as well as become a food exporter. The companies
“GG&MW” (Georgian Glass & Mineral Water) and “Big”
can be considered very serious manufacturers. In the Geor-
gian mineral water market the major share is occupied by
“GG&MW’. This company’s management is working suc-
cessfully, first of all, due to its effective marketing. At pres-
ent, Borjomi, with its packaging and prices acceptable for
the market, is not its largest part and that is why the com-
pany’s marketing department should do more work to over-
come the problems. Here marketing management implies
management of demand, mineral water bottling, and mea-
sures on expanding exports, a number of activities that need
to be developed, and whose purpose is the increase of the
volume of mineral water bottling, development of packag-
ing and design improvements, which will allow increasing
the export potential.

A company’s success in the market is based on its
competitive advantage and rationality, that is, ability to
think and act more quickly and effectively than competitors,
so it is necessary that the manufacturer provide a better
supply of goods to consumers than the competitor. Manag-
ers should work in this direction and carry out analysis of
the company’s activity in the market using all methods of
market research to find answers to the questions of what ex-
plains the competitiveness of other goods, in what form the
purchase of goods happens, etc. As a result, it determines
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the success of the key issues, factors, which are the basis for
achieving the competitive advantage of the company. It is
necessary to work out a specific plan of actions and consider
strategic issues, such as strategies of new product develop-
ment; pricing policy; sales and distribution policy, etc.

In recent years, the level of competition has increased
in Georgia, as foreign companies often come to the country
to compete in the local market with tcopmanies producing
similar goods and services. The low trade tariffs, organized
transport systems and high quality modern technologies
make it easy for new competitors to enter the Gordian mar-
ket. Under conditions of globalization and increasing com-
petition, competitive advantage is becoming more and more
important for modern companies.

The price issue, which is part of a marketing program,
is very important because the correct price policy signifi-
cantly affects competitiveness and, at the same time, is a
sales risk guarantee. All goods have their own consumer but
products of the same quality and of the same price category
can be offered to us by different companies simultaneously.
If a buyer is a connoisseur of the product, on entering the
store he/she predominantly focuses on the price. But the
price may not be crucial if it is the same for the same goods.
The information about the quality, of course, remains un-
known for the purchaser of this product. Thus, these are two
components, which mostly affect the consumer’s decision to
buy a particular product.

Quality, its high level and constant improvement is a
significant factor in improving the competitiveness of goods
and increasing the profit. It should be noted that in deter-
mining the quality, needs of a person, his/her material and
spiritual wellbeing is important. That’s why everything —
food, clothes, apartments, books and so on, should fully
meet the highest demand. It is important to remember that
quality is multi-dimensional. It is impossible to assess the
quality of all goods by certain methods. For example, there
is no tool to measure tea flavor. It is necessary to use experts
and tasters. This is an expert method. This assessment is
based on the intuition, taste, or collective experience of the
expert. However, the greatest experts are consumers, whose
needs vary according to different marks.

eorgian companies are thinking less of product

packaging, their main objectives are to produce

cheaper products at a minimal cost and sell them.
High quality Georgian products are often not paid attention
by consumers, because the packaging doesn't look as attrac-
tive as that of imported ones, but in many cases the quality
of local products is better because they are made of natural
raw materials. According to various studies, in about 80 %
of cases the purchasers’ choice of the unknown product is
influenced by the packaging. When the consumer comes
to the store, it should attract to the product visually, and
the decision on what product to buy is usually made based
on the quality of the packaging, especially when there is a
great choice of competitive products. For example, the suc-
cess of the "Kula” company in the market to some extent is
caused by the fact that 40% of the “Kula” product cost is the
packaging. The company advertises either a new product or
an existing one in the case of re-branding. And new labels
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and packaging materials are selected. 65% of its products
are exported to the United States, Germany, Israel and the
Post-Soviet countries?. Thus, it is necessary to meet all the
market criteria in terms of product packaging.

A company’s success in the market also largely de-
pends on its promotional activities, the annual expendi-
ture on which in the world at present exceeds USD 4 bln.
In Georgia, the activities of this type are in the process of
formation. Food products are mostly offered by small and
medium-sized companies. For this reason, it is difficult to
find information about their work. Their customers are only
a narrow circle of relatives, friends and acquaintances and
someone just heard that somewhere there is excellent pastry
at favorable prices and a wide range of specialized grocery
stores. The quality and type of goods or services that are
offered to the public and stimulate the demand is an indica-
tor of the advertising effectiveness, though an advertising
strategy works well as long as the goods look attractive for
consumers. However, in development of a marketing strat-
egy the quality of goods is still of top priority.

Boosting the role of promotional activities, it is nec-
essary to pay special attention to improvement of planning
and organization, since the current stage of the innovative
approach to advertising is almost impossible without the ef-
ficient functioning of the market and increasing of the com-
petitiveness level. Any stimulating event gives the desired
result only when it is preceded by one of the mandatory
conditions — a thorough study of consumer demand and
identification of the competitors’ possibilities.

CONCLUSIONS

Consequently, in order to maintain their position in
the market and gain competitive advantage, manufacturers
of food products should pay attention to some theoretical
issues and the following recommendations:

+ anecessary condition for successful realization of
a food product is that all managers and specialists
of the company should master modern marketing
methods and techniques, since it cannot be
successful without knowledge of the market
situation;

+ food products realization is influenced by many
factors, among which the most important one is
price, which is the key to the marketing program,
because an effective pricing policy has a positive
influence on the competitiveness and at the same
time is the commercial risk guarantee. Quality is
another important factor that influences realization
of products, but, compared to the price, the
information about the quality, of course, remains
unknown prior to the purchase of this product.
Thus, these two components affect the consumer’s
decision to buy a particular product most of all.

+ Georgian companies do not think of the product
packaging, their main objective is to manufacture
products at a minimal cost and sell them. Georgian
products may not have a visual form as striking

2 http://commersant.ge/
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as that of imported ones due to their packaging,
but in many cases their quality is better, because
they are made of natural raw materials. However,
customers mostly decide which product to buy
paying attention, first of all, to how it is packed.
That is why product packaging is important, and it
should meet all the market criteria;

+ the company’s success largely depends on the
market as well as on its promotional activity that is
in the process of formation in Georgia. The current
stage of the innovative approach to advertising is
almost impossible without the efficient functioning
of the market and increasing of the level of the
company’s competitiveness;

+ market success is determined by competitive
advantage. This requires that a special attention
should be paid to marketing strategies. For this
purpose it is necessary to conduct a strategic
marketing analysis, determine the company’s
prospects for the development and marketing of
innovative potential. To do this, managers should
work out a specific plan of actions and consider
strategic issues, such as strategies of new product
development; pricing policy; sales and distribution
policy, etc.

inally, food products manufacturers should always
think about getting the maximum from the consumer
using marketing and what they need to do this. There-
fore, they should think about what value is to be created
for consumers to simplify their life and make it more com-
fortable by the products provided by them. Every company
should be aware that good relations with each customer are
the most important asset in achieving long-term results. B
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