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The peculiarities of the organization of marketing activities of the tobacco products
market are studied, the analysis of the marketing product policy of tobacco products
in Ukraine is carried out on the example of Philip Morris International. It is noted
that the product policy plays an important role in the commercial and marketing
activities of the enterprise, as it determines the actions aimed at meeting the needs
of consumers and achieving economic efficiency of the enterprise in the sale of
products. The tobacco market in Ukraine is developing dynamically, despite efforts
to reduce the consumption of tobacco products, and occupies a leading position
in terms of tax contributions to the state budget. The tobacco industry is a highly
competitive environment. Cigarette and tobacco production in Ukraine is controlled
by multinational tobacco corporations that have set up joint ventures with former
state-owned enterprises. As a result of the marketing analysis it was determined that
the main representatives of the national market of tobacco products are Philip Morris
Ukraine, Imperial Tobacco Group, Japan Tobacco International, PJSC «Pryluky».
The SWOT analysis analyzed Philip Morris International’s product policy and
identified the company’s strengths as it develops and sells dozens of popular
regional, national and international brands, from Marlboro to Parliament. Despite
various measures aimed at limiting the advertising and marketing opportunities
of the tobacco industry, the company continues to transform its own brand into
an annual company. One of the main shortcomings of the company’s global
development is insecurity against the problems of the local economy. Changes in
exchange rates can have a significant impact on business in key regions. Analyzing
the effectiveness of the company’s product policy, on the example of products from
different price segments of the market, it was determined that the product structure
of Philip MorrisInternational is quite balanced and suggested possible ways to
improve the company’s marketing activities.
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JociipkeHo 0coOIMBOCTI OpraHi3allii MapKETHHIOBOI iSUTbHOCTI PUHKY TEOTFOHOBHX
BUpOOIB, MPOBEIEHO aHalli3 MAapKETHMHIOBOI TOBApHOI IOJITHKH TIOTIOHOBHX
BUpOOIB B YkpaiHi Ha npukiai kommanii Philip Morris International. 3a3naueno,
[0 TOBapHA IOJIITHKA Bi/irpac BayKIHMBY POJb B KOMEPINHHINA i MapKeTHHTOBil
TSUTBHOCTI MiATIPHEMCTBA, OCKUTBKY, BU3HAYAE [Iii, CIIPAMOBaHI Ha 3a0e3MeueHHS
noTped CHOKMBAYIB Ta JOCSATHEHHS SKOHOMIUHOI e()eKTHBHOCTI MiIIPHEMCTBA
npu peasizauii npoaykuii. PUHOK TIOTIOHY B YKpaiHi IUHAMIYHO PO3BHBA€ETHCS,
HE3BAXKAIOUM Ha 3yCHJUIS IIOJ0 CKOPOYEHHS CIO)KUBAHHS TIOTIOHOBHX BHMPOOIB,
1 3aiiMa€e TPOBITHE MicIIe 32 00CSITaMHU ITOJATKOBUX BiIPaxyBaHb JI0 ACPKOFOIKETY.
TroTIOHOBA r'ajly3b € BUCOKOKOHKYPEHTHHUM CeperoBUILeM. BUpOOHHITBO cHraper
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Ta TIOTIOHY B YKpaiHi KOHTPOIIOIOTh TPAHCHAIIOHAIBHI TIOTIOHOBI KOPITOPAILii, 110
CTBOPWIH CHINBHI MiAIPHEMCTBA 3 KOJHIIHIMU ACPKaBHUMHU IiAMPUEMCTBAMH.
B pesynbrati mpoBeaeHO MapKETHHTOBOTO aHAJTi3y OyJI0 BU3HAYESHO, 1110 OCHOBHUMH
Npe/ICTaBHUKAMK HAI[lOHAJIBHOTO PUHKY TIOTIOHOBMX BupoOiB € Philip Morris
Ukraine, Imperial Tobacco Group, Japan Tobacco International, BAT «IIprmykm.
3a noromororo SWOT-anaini3y Oyno nmpoaHaIi3oBaHO TOBAPHY MOJIITHKY KOMITaHi{
Philip Morris International i BU3HaYeHO, IO CHIIFHAMHU CTOPOHAMH KOMIIAHIi € Te,
II10 BOHA PO3pO0IIsI€ Ta MPOJA€E AECSITKH MOMYIISIPHIX PEriOHATBFHIUX, HAIliOHAIBHIX
Ta MDKHApPOIHUX OpeHiB, moyrHarouu Big Marlboro mo Parlament. Hespaxkarouu
Ha pi3HI 3aXOAM, CIPSIMOBaHI Ha OOMEKCHHsS PEKIAMHHX Ta MapKETHHIOBHX
MOXKJIMBOCTEH TIOTIOHOBOT 1H/IyCTpil, KOMITIaHisl IPOIOBXKYE TPAaHC(HOPMYBATH CBIii
BJIACHUI OpeH]l y IOPIYHO 3pocTarody KommaHio. OfHUM 3 OCHOBHHX HEOJIKIB
I00aTBPHOTO PO3BUTKY KOMITaHII € HE3aXHIIEHICTh Tepe mpolieMaMn MicIeBoi
eKOHOMIKH. 3MiHH BaJIOTHOTO KypCy MOXYTh CYTT€BO BIUIMHYTH Ha Oi3Hec
y KIIOYOBUX perioHax. IIpoaHamizyBaBIIM €(QEKTHBHICTb TOBAPHOI MONITHKH
KOMIIaHii, Ha MPUKJIAJl MPOAYKTIB 3 PI3HUX LIHOBUX CEIMEHTIB PHHKY, BU3HAYCHO,
mo ToBapHa cTpykrypa Philip MorrisInternational € nocuts 36amaHcoBaHOO
Ta  3alNpOIIOHOBAHO  MOXJIMBI  IUISIXM  BJOCKOHAJICHHS ~ MapKETHHIOBOI
JISTTBHOCTI KOMITaHil.

Statement of the problem

The formation of a market economy in Ukraine
raises many problems, the practical solution of which
is complicated by the lack of relevant theoretical
developments. One of the most relevant problems today
is the formation of the product policy of enterprises. In
the current conditions of market relations, the issues
of effective management of marketing product policy
of the enterprise taking into account the long-term
perspective, due to the changing functioning of the
external environment, increasing competition for markets,
increasing consumer importance, implementing concepts
of socio-ethical marketing and marketing. actualization
of intangible assets of the enterprise. Commodity policy
plays an important role in the commercial and marketing
activities of the enterprise, determines the actions aimed at
meeting the needs of consumers, and achieves economic
efficiency of the enterprise in the sale of products.

Analysis of recent studies and publications

Inmodern economic literature, much attention is paid to the
components of marketing product policy, marketing product
policy management system, methodology for assessing the
strategic product position of enterprises, socio-economic
efficiency of marketing product policy management. These
issues were considered in the works of M.P. Afanasyev,
L.V. Balabanova, V.M. Vlasova, S.S. Garkavenko, P. Doyle,
S.M. Ilyashenko, I.V. Korneeva, F. Kotler, T.S. Maksimova,
AN. Romanov, B.A. Solovyov, N.B. Tkachenko,
V.M. Shcherban. However, the developed strategic concepts,
approaches, and actions for the management of marketing
product policy need further development and improvement
based on the use of the systemic, integrated, strategic,
process, and forecasting approaches.

Objectives of the article

This work aims to analyze and develop suggestions
to improve the methods for evaluating the effectiveness
of marketing product policy of tobacco products on the
example Philip Morris International,
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The main material of the research

The tobacco market in Ukraine is developing
dynamically, despite efforts to reduce the consumption
of tobacco products, and occupies a leading position in
terms of tax contributions to the state budget. In particular,
in 2020, tobacco producers paid more than 65 billion
hryvnias in taxes, which is 8% of all tax duties of the
state [1]. The specificity of tobacco products causes many
problems for manufacturers and sellers in both global
and domestic markets. The main ones in Ukraine are
regulatory conditions that significantly restrict the rights
of tobacco market players, increase excise taxes and,
accordingly, product prices, ban on open advertising
campaigns, restrictions on labeling, packaging, placement
on the packaging of trademarks, logos, multicolored and
more than 1 color, illegal cigarette products, the volume
of which from the beginning of 2017 to the end of 2020
increased 7 times [1-5]. Therefore, to ensure the demand
of the population for quality legal products, the analysis of
marketing product policy and adaptation to modern market
conditions becomes relevant.

Companies in the tobacco market have a competitive
advantage through product quality, brand recognition,
brand loyalty, taste, research and development, innovation,
packaging, customer service, marketing, advertising, and
retail prices. Consolidation of the industry and privatization
of state-owned enterprises has led to increased competitive
pressure [8].

Philip Morris International (PMI) is an American global
cigarette and tobacco company that entered the Ukrainian
market in 1994. In 2016, Ukraine became one of the first
markets where PMI introduced its revolutionary product
IQOS, based on innovative technology that reduces the
risk of smoking-related diseases due to the absence of
smoke [7; 9]. PMI has the largest market share due to its
focus on identifying the hidden needs of consumers and
their satisfaction. More and more smokers are switching to
Reduced Risk Products (RRPs) to stay healthy.

Table 1 shows the main indicators of the company’s
activities over the past two years [11].
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Table 1 — The main financial indicators of the enterprise
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Years Deviation
Indicators Currency 2019 2020 tho?ll;;(:,l:;t[ej’A " sizmocne, %
1. Net income (revenue) from sales thousand UAH 11 767 758 | 12 025 925 258 167 2,2%
2. Cost of goods sold thousand UAH 6904 443 6 634 350 -270 093 -3,9%
3. Administrative expenses thousand UAH 823 550 866 470 42920 5,2%
4. Selling expenses thousand UAH 262 551 247 452 -15 099 -5,7%
5. Total costs of production and sales thousand UAH 7990 544 7748 272 -242 272 -3,0%
6. Profit from sales thousand UAH 4 863 324 5391575 528 251 10,9%
7. Profit (loss) from operating activities thousand UAH 2 946 286 3776 610 830 324 28,2%
8. Net financial result thousand UAH 2 598 558 2727 658 129 100 5,0%
9. Costs per 1 UAH. net sales revenue kop. 67,9 64,4 -3,5 -5,14%
10. Profitability of sales % 41,3% 44,8% 3,5% 2,9%
11. Cost-effectiveness % 60,9% 69,6% 8,7% 14,3%

Source: developed by the author according to the financial statements of PMI [11]

The absolute deviation of sales revenue to 2019
amounted to UAH 258 thousand, and revenue from sales
increased by 2.2% with a moderate reduction in cost
by 3.9%. Net financial results for the analyzed period
increased by 5.0 %, which indicates a positive trend. There
was a decrease in sales and marketing costs compared
to 2019, which was mainly influenced by the company’s
marketing strategy aimed at promoting an innovative, safer
product and the devaluation of the hryvnia.

Profitability indicators in the reporting period are
higher than in the previous period, which indicates the
efficiency of the company. Thus, the profitability of sales
increased by 2.9 %, the profitability of costs — by 14.3 %.
According to the analysis of activities and key financial
indicators, the company has a fairly stable position in the
highly competitive market of tobacco products and a strong
marketing development strategy. Despite the significant
impact of the negative dynamics of world markets and the
economy of Ukraine, associated with both the coronavirus
pandemic and the political situation in the country, the
company remains a leader and has a large number of loyal
customers. This is due to the high quality of products and
focuses on meeting the needs of consumers.

The level of efficiency of the company’s product policy
depends on the position of products on the market, as well
as the ratio of sales growth and the relative share of goods
in the market at different stages of its life cycle.

The composition of indicators characterizing the
level of effectiveness of product policy is unique for each
enterprise, taking into account the features and desired
prospects for its development, product characteristics,
market characteristics, experience with consumers. All
methods of product policy analysis differ in the number of
indicators and factors that they operate. These techniques
make it possible to assess the product policy of the company
in many ways, covering almost all the main features such
as prices, costs, gross margin, profit, profitability, turnover,
sales variations, product life cycle, etc. [13].

The Philip Morris International has the largest and most
diverse range of brands in the industry, with Marlboro, the
world’s most popular, in the world. In total, the company
owns 6 of the 15 most famous cigarette brands in more

than 180 countries. PMI represents brands in different price
categories. Marlboro is in the premium price range along
with the Parliament and Virginia S brands. The leading
brands in the middle price segment are L&M, Lark, Merit,
Muratti, and Bond Street. Also, such global brands as Philip
Morris, Chesterfield, Next, and Red & White are popular.

The goal of the PMI is to replace cigarettes with
smoke-free products. The company’s current smoke-free
product portfolio includes four platforms at various stages
of development and commercialization. PMI is developing
alternatives to cigarettes that contain nicotine and meet the
needs of adult smokers but do not contain smoke [7; 10].

The company’s product policy was analyzed by using
SWOT analysis (table 2).

The purpose of this method is to determine the
advantages and disadvantages of the enterprise, as well as
to identify opportunities for further successful activities
and events that may threaten it [15].

The company’s strengths are that Philip Morris
International develops and sells dozens of popular
regional, national, and international brands, from Marlboro
to Parlament. Despite various measures aimed at limiting
the advertising and marketing opportunities of the tobacco
industry, RMI continues to transform its brand into an
annual company. The global demand for products with
a high margin of Philip Morris International provides
a steady increase in cash. Excess cash is used to fund
innovations such as electronic and low-risk products.

One of the main shortcomings of the company’s global
development is insecurity against the problems of the local
economy. Changes in exchange rates can have a significant
impact on business in key regions. For example, recent
economic problems in Western Europe have forced the
company to rely more on Asian and African businesses.
Sudden waves of political struggle can also have serious
consequences for supply and business in different regions.
As the company continues to expand into developing
countries, many potential risks need to be considered [15].
In addition, the nature of PMI’s business is subject to
exceptional levels of attention, taxation, and regulation.
Among the many measures taken by foreign governments
to reduce the national level of smoking, packaging
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Table 2 — SWOT analysis of product policy of Philip Morris International

Strengths

Weaknesses

High-level R&D activity.
Has regular customers.
Strong brand.

Unique products.
Prestigious image of stamps
Strong (stable) distribution channels.
A wide range of nomenclature.
Stable competitive position.
High profitability of the business
Reliable sales system.
Reliable suppliers.

There is a lack of communication with the public and consumers

The company is not diversified.
There are weak, outdated brands.
High prices for products.

Opportunities

Threats

Acquisition of assets.

Growth potential.
Development of innovative products.
High entry barriers.
Implementation of foreign economic activity.

Increased taxes and duties on both imports and production of cigarettes

Legal barriers against cigarette consumption and advertising.

Aggressive marketing campaigns of competitors.
Economic downturn.
Long maturity of brands, products, or services.
Anti-tobacco campaign.

The emergence of a substitute product

Reducing the proportion of people who smoke.

Source: developed by the author according to the official website of RMI [10]

simplification mandates are the last major challenge for
the company.

The company has great opportunities on the
international market since PMI identifies growing regions
with insufficient demand for tobacco products. As some
countries apply new rules and increase tobacco taxation,
this global flexibility allows companies to make the most
of potential business in other areas.

Among the restrictions on the consumption of traditional
tobacco products are new opportunities for industrial
growth. Over the past few years, the growth of the low-
risk cigarette segment has accelerated in combination with
various smoking bans in society and other factors. Philip
Morris International, for its part, received exclusive rights
to distribute and market alternative products [8].

The main threat to the company’s activities is
competition not only with large companies but also with
small ones. That is, given the growing global focus of the
tobacco business, some regionally focused companies may
take control of their local smoking markets. Another threat
is that working in the tobacco industry requires expert
brand marketing and exceptional cash generation. In recent
years, there has been increasing pressure from governments
and health care institutions to phase out smoking. To attract
more customers, Philip Morris International needs to
invest heavily in e-cigarette technology, as well as various
lobbying and legal efforts to maintain a favorable operating
environment.

Table 3 — Data for BKG analysis

In this way, the company maximizes its opportunities
for growth in the brand stock market and innovative
products and remains financially strong in a profitable
industry. To further strengthen its position, minimize
threats and develop opportunities, PMI needs to diversify
its range, which can be done by focusing on realizing
innovation potential and promoting new e-products with
reduced health risks.

The product policy of Philip Morris International,
including the most popular brand in each price segment
was analyzed in Table 3 [10].

One of the most well-known tools of business
management is the BCG Matrix method, the purpose of
which is to analyze the relevance of the company’s products
depending on the growth of the market for this product and
its share. The matrix stipulates that to ensure productive
profitable long-term growth, a company must generate and
extract funds from successful brands in mature markets
and invest them in fast-growing attractive new segments,
strengthening the position of its products and services for
sustainable income [16].

Based on the data given in the table a matrix BKG was
created (fig. 1).

The IQOS brand belongs to the category of «Difficult
children» and is located in the first square of the BCG
matrix. It is represented in a fast-growing segment but has
a low market share, less than 1, ie occupies a weak position
in the market. This is because the product is completely

Brand PMI Sales volume Market growth Market share Relative market
2019 2020 rate (2020) share
Marlboro 26 009 26 397 1,5 % 33,8 % 3,9 %
Bond Street 4122 3671 -10,9 % 4,7 % 0,75 %
Philip Morris 3298 4741 43,75 % 6,07 % 1,06 %
1Q0S 674 3514 100+ % 4,5 % 0,7 %

Source: developed by the author according to the official website of RMI [10]
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Fig. 1 — Philip Morris International’s BKG product policy matrix

new, innovative and many consumers are not familiar
with it. To grow in line with the market and strengthen its
position, this product requires a high level of investment.
Companies need to decide whether they currently have
sufficient resources to develop a product in this market.
Philip Morris International is actively investing and
developing this product, as it can revolutionize the tobacco
market by making smoking safer. In the second square
of the BCG matrix — «Stars» is the brand Philip Morris.
Now this line of business of the company is a leader in
its fast-growing industry. This is due to rising cigarette
prices, so consumers tend to switch to cheaper product.
In addition, it is of better quality and positions itself as
a premium compared to competitors. Quality rebranding
and marketing strategy played an important role in the
rapid growth of the brand.

The Marlboro brand belongs to the Dairy Cows, it
has a high relative market share, more than 1, in a slow-
growing market, the market growth rate is less than 10. The
company’s products and services presented in this square
BCG matrix are usually the main generators of income and
cash. This brand does not require high investment, only
to maintain the current level of sales. PMI uses the cash
flow from the sale of such goods and services to develop its
more promising areas of business IQOS and Philip Morris.

In the fourth quadrant of the matrix — «Dogs» is the
brand Bond Sreet. Usually in this quadrant are concentrated
areas of business with a low relative market share in slow-
growing or stagnant markets. The reason for the decline
in the popularity of this brand is the reduction of the
boundaries between the high and medium price category
of cigarettes due to higher prices. Thus, due to a small
difference in price, consumers switch to premium brands
or prefer a lower price segment. Now, this brand brings
little profit so the company is looking for the right strategy.

Analyzing the effectiveness of the company’s product
policy, on the example of products from different price

segments of the market, it can be seen that the product
structure of Philip Morris International is quite balanced.
The company makes big profits thanks to status brands
in the premium price segment and can direct it as an
investment to promote and improve innovative products
such as IQOS, which is in the market, or Philip Morris,
which is gaining popularity in today’s market environment.

For the PMI, the most important criteria for assessing
the effectiveness of product policy are:

— the importance of the product for the enterprise: part
of the turnover, reliable performance, profitability;

— the position of the goods on the market: a part of the
market for the main competitors, a stage for the cycle of
goods, the possibility of modifying.

— competitiveness of goods: equal quality, technical
and economic parameters, exploitation characteristics,
thoroughness of design, imaging of goods.

Within the framework of the audit, an assessment of
the effectiveness of the marketing product policy of the
company is based on an additional ABC analysis, which
additionally helps to assess the importance of the skin
product position for the business and to the centralized
value of goods. A high level of competition in on the
tobacco market and the need for a consistently high-
quality assortment of current methods in assessing the
competitiveness of goods of PMI.

Conclusions

Philip Morris International has a strong position in the
highly competitive tobacco market and a strong marketing
development strategy based on an analysis of key financial
performance indicators. This is due to the high quality of
products and the focuses on meeting the needs of consumers.
RMI cares about its image and positions itself as a socially
responsible company. Despite a large number of risks on
almost all operating fronts, the product structure of RMI is
quite balanced, which makes the company a big profit.
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