Marketing
Plan

In this module, you will learn to develop a strategic

marketing plan to establish competitive advantage.
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Building Flexibility

It is important to note that
some flexibility is needed in
your plan to respond to market
changes. Making appropriate
adjustments to what you can
control in your plan will allow
you to meet your goals despite
changes in the market.

Therefore it is critical that you
continuously evaluate what you
have done, study the result and
determine how far you are from
your objectives.

A marketing plan helps you
establish strategic direction and
positioning.

As you put together your marketing plan, you start thinking
through your business and gain a better understanding of your
customers, competitors and your market. This puts you in a better
position to manage risks and capitalise on opportunities in the
market. You will gain insights on how to innovate and meet your
customers’ needs on a deeper level. With a concrete plan to grow
your business, you can win confidence from potential investors,
partners and financial institutions.

It also guides you in resource and budget planning. It can even
help you manage implementation of marketing activities to gain a
competitive advantage.

Before developing a marketing plan, read the Market Assessment
module to find out how to evaluate your plans before you enter a
new market, develop a new product, pursue a new business idea or
even invest in another company. Once you have made your
decision to continue, develop a Marketing Plan to identify and
plan the activities you need to implement to succeed.
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Your Vision and Mission
Where are you now? Where do you want to be?
These S\ IASS Pro\/'z\e How can you get there?

Set SMART objectives.

R =

The Business Environment

you wWith o JACE overview of
Yhs ~ode, Eoch Wock s

undacmental Fo Your “’“(Keﬂ\% Understand forces in the business environment that
Pan e gRl il - business. Analyse the four forces: political/logl
SSues coised for ench economic, socio-cultural and technological.
Wock, 5 B
s Your Competitive Position

Understand your company,

competition and customers.
Analyse them to tap on your strengths, improve your
weaknesses, seize opportunities and minimise threats.

-

Potential Customers
Identify customers who have a similar need.
Position your product to meet that need.
Create a value proposition
to attract this segment.

-k

Marketing Strategy
Determine your marketing strategy.
Do you target a wider audience or a niche market?
Do you attract consumers using
product differentiation or pricing?

. 2

Best Marketing Mix
Address the 4 Ps: product, price, promotion and place.
Ensure that each component addresses your target
market and supports your value propositions.

. 2

Implement and Evaluate
Plan the implementation of your strategy.
Decide what needs to be done, when it should be
done, where it should be done, who will do it and find
out how much it will cost.
You need to measure and evaluate the outcome. Make
appropriate adjustments where necessary.
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STEP 1

&< Think About It

Companies with vision
Consider the following vision
statements. Notice how they differ
even though they belong to
companies in the same industry.
Do you know which companies
own each of the following
statements?

(a) "Inspire the World, Create the
Future."

(b) “Global Top 3 by 2010 in
Telecommunication and
Electronics”

(¢) “No.1 Green Innovation
Company in the Electronics
Industry in 2018”

Answer:
(a)Samsung (b)LG (c)Panasonic

Vision and mission statements
create internal awareness of your
company’s goals and align everyone
in pursuit of these goals.

With these statements in mind, you can formulate strategies to
reach your target market. Encourage your employees to be
creative in achieving marketing goals and empower them to do
what is right.

[A vision statement defines your intentions
for the future and what is necessary to
succeed. ]

It represents what you envision your business to be, what is
important to your organisation, and identifies and positions the
organisation for the long term. For example, The Marketing
Institute of Singapore's vision is “Creating Marketers”.

A mission statement defines the scope of
activities that will help you achieve your
objectives.]

It tells others about your current activities and states your social
mission, both external and internal, and other dimensions of
corporate image. For example, The Marketing Institute of
Singapore's mission is to create marketers through quality
education and training.

Remember that your mission statement should support you in
achieving your vision.
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Set SMART Objectives
Set short to mid-term goals that are
aligned to your Vision and Mission.

Specific about what to achieve

» LG targeted the electronics and
telecommunication sectors

Measurable so that you know when

you have achieved it

= LG wanted to be Top 3

Ambitious to stretch you and your

team to achieve more

= LG's aimed high even though
there were few truly successful
Korean companies at that time

Realistic so as not to demoralise

* LG understood the market
potential and their own
strengths, and set an ambitious
yet achievable goal

Time-framed to feel the urgency and

focus

* LG had five years in which to
become Top 3. Typically, short-
term goals are designed to be
achieved within 1-2 years, and
mid to long term goals around
3~5 years, depending on the
industry.

Gather your key team members and begin by
writing down the key components of your
current vision and mission statements.
Brainstorm and discuss ways to refine them.

Look at your vision statement.

>

»

»

Does it address what you envision for the company in terms of
growth, values, guiding beliefs, employees, contributions to
society, psychological or human value?

Does it give your employees direction about how they are
expected to behave? Does it inspire them to give their best?
Does it shape the way your customers view your organisation?

Look at your mission statement.

»
»

»

Does it clearly differentiate you from other organisations?
Has it identified the real and/or psychological needs that are
fulfilled when customers buy your products or services?

Does it describe the unique differentiator of your product or
service or how it is sold and delivered to customers?

Have you clearly identified your “best opportunity customers”
in terms of demographics, psychographics and geographics?
Are your measurements of success specific, measurable,
ambitious yet realistic, and linked to a time frame?
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STEP 2

i E% Think About It

External factors

Rank the following five factors,
which are beyond your control and
likely to impact your business, in
order of significance:

= Foreign exchange or interest
rates

Government policies
Regulations

Youth culture

Think of one more that is
specific to your industry /
business area / company

Are there factors that you were not
aware of before doing this exercise?
Do you have a strategy for dealing
with them?

Analyse your environment to
determine the potential of your
business.

In any business environment, there are many factors beyond
your control that will affect your business, both positively as
well as negatively. Since you will not be able to influence
these factors, it is wise for you to understand them in order to
take appropriate steps to minimise threats to your business.
Understanding how these factors can also positively impact
your business will help you look for advantages and
opportunities to exploit.

In the next section, you will learn how to use the PEST
analysis to assess your business environment. The PEST
analysis is a useful tool used to assess the potential of a
business or to review its growth in the context of the
environment it is operating in.
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Key factors

When doing the PEST
analysis, focus on those with
the greatest impact on your

business at this point in time.

Most importantly, you must
identify the key factors
particular to your business.
For example, if you are in the
pharmaceutical business,
government regulation on
healthcare may be critical. If
you are using the PEST
analysis to compare options,
develop a system for scoring
of each factor to help you in
your decision.

Political and legal factors take into
consideration the political party in
power, government policies affecting the
economy and the degree of government
intervention.

In developing the economy, the government often
influences healthcare, education, workforce and
infrastructure. The government may also implement
policies on the types of goods and services they want to
encourage or restrict.

Legal factors take into consideration issues pertaining to
the law. They include consumer law, antitrust law,
employment law, tax policy, labour law, environmental law,
health and safety law, trade restrictions and tariffs. For
example, limits to the number of foreign hires and
increases in minimum wage will affect your operational
costs. Changes to intellectual property laws can affect your
claims to ownership.

All these factors can affect how you operate, the cost of
running your business, and demand for your products.
They have direct impact on the economy, and can also
directly or indirectly affect the cost of running your
business and your bottom line. Think through the following
questions.

> Is there sufficient stability in the government?

> How do restrictions on, or encouragement of, specific
goods and services by the government affect your
business?

> Are there government initiatives or incentives that can
aid you in growing your business?

> What are some laws that could benefit or disadvantage
your business?

> Are there any impending changes in legislation?
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Economic factors include interest rates,

economic growth, taxation changes,

inflation and exchange rates. They impact

how your business operates and the
decisions you make.

Ways Econome Foctors Con Alfect You
IY\_\»Q( Qd m‘\’eS Q‘Q‘(‘QC_\' \/OW CO(V\'\)O\Y\\/‘S CQ’PF\’O\\ COS'\’

ond Fthe extent YO Susiness %rO\NS ond ex?ox\(k;
K%}ser Wrecest cotes Yend Yo deter nvestrrent as

T \Secomes ~ore expensive Yo Sorrow oney,

Exchonge coctes affect Fhe cost of exporting %oo(&s
and the price of mported %oo(ks in Yhe economy,
Detand i oversens warets can \se offected
because o Strong currency makes your product
more expensive whie nsTablity of foregn currency
couses uncertainty ond hesitation Yo purchose,

Tnlotion oy couse ecployees Yo demond K%}\er
vNages ond ncrense your overheod costs hle

occonome aronth vav increoce the demand Sor

SPRING Singapore & Marketing Institute of Singapore Copyright © 2010 All Rights Reserved

plasi(ellenis|

[BINI[NO-TRI0S

[eo13o[ouyoa],

Page | 12



Business Potential Marketing Implement and

Overview Vision and Mission Environment Customers Strategy Evaluate

Socio-Cultural factors take into
consideration trends, behaviour or
attitude changes related to culture,
health awareness, population growth
rate, age distribution, career attitudes
and safety expectations.

72}
Changes in social-cultural factors have direct impact on Q
your business operations and demand for your products. )
You must be able to adapt to these changes and adapt your g'
strategies accordingly. =
~
»  An aging population requires more medical health care =
and perhaps less demand for some other products and
services. They may also be less likely to work, possibly =
reducing the workforce and increasing your labour cost. %
S
» A young workforce will have different expectations of g
job responsibilities and satisfaction. Growing <3

competition for talent will require companies to think
seriously about how to attract them.

> With growing awareness of environment and corporate
social responsibility, you will need to address the
concerns of consumers and lobby groups.

> When doing business in a foreign culture and society,
you will need to be sensitive to cultural, superstitious
and religious issues.
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Impact vs Likelihood

Write down the key environmental
factors that are likely to impact
your business. Decide on the
relative importance of each factor
based on its likelihood of change
and magnitude of possible impact.

2 1
High High
Impact/ Impact/
Low High
Likelihood Likelihood
4 3
Low Low
Impact/ Impact/
Low High
Likelihood Likelihood

Identify the most significant
factors, paying extra attention to
those that fall within “High Impact”
(Boxes 1 & 2).

Think about what can you do to
manage these risks, taking into
consideration their likelihood and
consequences. Find opportunities
even in the midst of changes or
challenges. Pick out factors that are
more likely to bring about a change
in attitude or behaviour in your
customers.

Do a quick run through factors
which you have dismissed. This is
to ensure that you have not too
quickly dismissed something and
missed a hidden threat or
opportunity.

Technological factors include
technological and technical aspects
such as research and development
activities, speed of technology
commercialisation, rate of
technological change and automation.

Technology can lead to innovation, reduced costs and
improved quality. Companies that own or use these
technologies can win customers by offering better
products and value. New ways of doing business have also
been made possible with the development of systems such
as Electronic Data Interchange (EDI), Radio-frequency
Identification (RFID) and computer-aided design.

To—do List

V' fssess the '\’eckr\o\o%les avalalle i the tarcet, Neys
Fechnclogies and processes con hep develop e
products; MPY Bayers, interactive video gomes,
onine gocting and Kigh definifion Qot sereen Vs ace
ol new products created by Fechndlogial advances,
The products they hove replaced no longer hold
swoy n the morket,

V' fssess whether there ace Veitaions i Fechndlogy
nfrastruciuce vhen enfrering o new tocteet, This vl
dctote the oincun efficient production level and
nfluence oufsourting decisions,

V' € out whether there are ncentives for Yechnology
developments i the tacket you ace wlending Yo

QV\—\’QC
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STEP 3

“So it is said that if you know
your enemies and know
yourself, you can win a
hundred battles without a
single loss.

If you only know yourself, but
not your opponent, you may
win or may lose.

If you know neither yourself

nor your enemy, you will
always endanger yourself.”

Sun Tzu, The Art of War

Analyse your company,
competitors and customers to find
out how distinctive you are in the
market.

Rather than relying on impressions and gut feel to make your
marketing decisions, you should map out the competitive
landscape and frequently reassess your position against your
competitors in the market. A better understanding of how your
strengths and weaknesses play out against each other will
enable you to find innovative ways to position yourself for long
term success.

Before you start analysing your company, competitors and
customers, it is important for you to understand what is
happening in the industry. Changes in the industry can create
opportunities or threaten your business. Below are some areas
you should find out more about:

» Industry size, growth, and composition

Number of competitors

Strategic alliances among competitors

Industry changes

Consolidation trends

Typical marketing practices

New technologies and products

Industry strengths and weaknesses

NOw W w W we
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It is important to understand the strengths and
weaknesses of your company. Be honest and
realistic in your assessment.

The following are some areas you might want to include in your
assessment of your company:

* Brand name
Company/product/brand image
Product quality
Position in the industry
Alliances with other firms
Economies of scale
Proprietary technology
Patented processes
Costs (raw materials or processes)
Financial resources
Distribution skills
Management talent
Marketing skills
Employee commitment

Being well-informed about your
competitors gives you an edge and
puts you in a better position to plan
your strategy.

The following are some areas you might want to include
in your assessment of your competitors:
= Business scope
Objectives and goals
Market position
Growth trends
Target market and customer base
Marketing programme
Positioning strategy
Management experience and capabilities
Financial, technical, and operational capabilities
Key competitive advantages such as access to
resources, patents etc.
= Similarity of products to yours
* Any weaknesses in management and capabilities
= Other factors that may be specific to your industry

SPRING Singapore & Marketing Institute of Singapore Copyright © 2010 All Rights Reserved
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Acton It

Analyse Your

Competitive Position

Now that you have gained a better
understanding of your company,
competitors and customers, identify
your strongest competitors and analyse
your competitive position. You should
review this periodically, or as and when
new information is available.

Below are some definitions that you

need to know to use the template.

> Core products are key products that
contribute to the bulk of revenue

> Facilitating products are other
products that contribute to revenue

» Strengths of your competitor which
gives them a competitive edge

» Weaknesses of your competitor
which puts you in a stronger position

» Value refers to the benefits perceived
by your customer

» Emerging competitors are new
players in the market selling products
that can replace yours. For example,
handphones with high resolution
cameras can substitute stand-alone
digital cameras.

Use the editable template: Analyse Your
Competitive Position

The more you know about your
customers, the better you will be at
developing products that your customers
want and need. Identify factors that are
most important to them. This will
highlight factors about your company and
competitors that should matter most to

you.

The following are some areas you might want to include in
your assessment of your customers:

Needs and wants
Personality

Values

Interests

Lifestyle

Buying habits
Preferences

Usage requirements
Decision-making process
Budget

SPRING Singapore & Marketing Institute of Singapore Copyright © 2010 All Rights Reserved
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i E% Think About It

Different customer segments
Consider the various credit cards in
the market. What is unique about
each card and who does it appeal to?

On the surface, they may look like
they are all providing a similar
service. In reality, each card is
positioned differently even if they
are issued by the same provider.
Card providers have expertly
segmented customer groups and
customised a palette of services for
each credit card to meet the needs
and wants of each group.

@ Acton It

Identify Your Best Customers
Now that you have identified the
different groups of customers in the
market, you need to select your best
customers. These are customer
groups with needs that you are able
to meet adequately. Develop your
value proposition for each of them.

Use the editable template: Identify
Your Best Customers

&

STEP 4

Identify potential customers. You
can choose to see everyone as your
potential customers or focus on a
specific segment or group of people
to be more effective.

Grouping consumers allow you to identify which group is the most
appropriate target for your products. You can efficiently and
effectively use marketing activities to engage them and convert
them into your customers.

First, you will need to identify how the market is divided for the
product that you are providing. Think along the following variables
to help you identify the different customer groups:

P Geography : region , population, climate

P Demographics : age, gender, income, family size, family lifecycle

¥ Psychographics : lifestyle, personality, interests, habits, values

¥ Behaviour : usage, loyalty, readiness to purchase, attitude

towards product, buying decision
P Benefits : social status, health, emotions

Next, evaluate these different market segments and your own goals
to find out which is the most appropriate segment for your
product.
P Customer group’s overall attractiveness
Is the potential segment attractive based on market size, growth
potential, profitability, scale economies and risk?
P Company’s objectives and resources
Is it worth investing in this customer group given the firm’s
objectives, competencies, and resources?

SPRING Singapore & Marketing Institute of Singapore Copyright © 2010 All Rights Reserved
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Unique Selling Proposition
Statement

Insert the relevant information
within the brackets < >:

<Your product or brand name> is a
<product category you want to be
recognised in> which provides
<unique benefit that persuades
purchase> to <targeted customer
group> who have <unfilled need or
opportunity for use> because it is
<unique and competitive

characteristic, offer proof or reason>.

Develop your unique selling proposition.
Then communicate the unique value and
benefits of buying your product, rather than
just technical specifications or basic
functions. Customers want to know “what is
in it for them” and whether it is reason
enough to buy your product, and not your
competitor’s.

To communicate your unique selling
proposition, you need to address the
following aspects:

v" State specific benefits that come with your
product. Make sure you move beyond the
obvious functional benefits

v Offer a unique benefit that your
competitors do not offer

v Offer a benefit that is meaningful and
meets a real need, whether or not it is a
need that is currently felt

SPRING Singapore & Marketing Institute of Singapore Copyright © 2010 All Rights Reserved
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v
STEP 5

Select a marketing strategy to
pursue a market position which
gives you sustainable competitive
advantage and increased market
share.

You must decide, based on your strengths, capabilities and
resources, whether you should employ strategies based on cost
or differentiation, and whether you should target a wider or
focused audience. The following are four common strategies
adapted from Michael Porter’s Competitive Strategies:

= Dier-entioction
SHeoctegy Sheotegy
Focus or
Best—Cost DeEe
SHeotegy Sy
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Strengths

When
should
you
choose
this
strategy?

What are
the risks
you may
need to

manage?

Coo«?o\(’]Son ot Yhe four S'\‘(OC\’Q%;QS

Low-Cost Strategy

Achieves lower overall
costs than competitors
through expertise,
efficiency and better
management of
resources. Can innovate
to create uniqueness
that is not easily copied
or matched.

Differentiation
Strategy

Provides a product with
unique and appealing
attributes valued by
customers. Enjoys strong
brand loyalty, commands
a premium price and
increased sales.

Best-Cost Strategy

Combines low-cost and
differentiation
strategies by providing
a quality product at a
lower price. This gives
customers more value
for their money. Can
innovate to create
uniqueness that is not
easily copied or
matched.

Focus or Niche
Strategy

Focuses on a selected
customer segment.
Able to defend against
challengers with
ability to serve niche
customers. Enjoys
strong brand loyalty
and commands a
premium price. Can
innovate to create
uniqueness that is not
easily copied or
matched.

Use this when there are
a large number of
competitors, strong
price competition and
the products are
standardised. Customers
typically use the product
in the same way.
Competitors are usually
large companies, have
strong bargaining power
and can easily switch
from one supplier to
another. Newcomers can
use this strategy to
attract buyers and build
customer base.

Use this when buyers’
needs and uses of the
product are diverse and
there are many ways to
differentiate your product
to create value. There are
usually few rivals
following a similar
differentiation approach.
Technological change and
product innovation tend
to be fast-paced.

Use this when you can
match close
competitors on key
product features and
attributes, and want to
beat them on pricing.
You should be able to
provide attractive
performance and
features at a lower cost
than rivals.

Consider this strategy
when customers
require more than
standard features and
are both price and
value sensitive.

Use this when the
niche market is big
enough to be
profitable, shows
good growth potential
and you can
effectively serve
customers based on
your resources and
capabilities. There are
usually few rivals and
it tends to be costly or
difficult for multi-
segment competitors
to try and meet
specialised needs of
niche customers.

Competitors can imitate
or find other ways to
lower costs. Being too
focused on cost-
reduction may result in
the overlooking of
important changes in
consumers’ requirement
for additional features,
reduced sensitivity to
price, ways of usage of
product and emergence
of new technologies that
can help cost reductions
for rivals.

SPRING Singapore & Marketing Institute of Singapore Copyright © 2010 All Rights Reserved

Buyers may see little
value in the uniqueness
you are offering and
perceive your price to be
too high. Some appealing
product features may also
be copied by rivals.
Indulgence in over-
differentiating results in
unnecessary product
features that exceed
buyers’ needs. You may
even overlook quality,
service, or performance
features vis-a-vis rivals’
products that buyers
consider essential.

You may be caught in
between rivals using
low-cost and
differentiation
strategies. Low-cost
leaders can lure
customers away with a
lower price. High-end
differentiators can
capture customers with
better product
attributes or features.

Competitors may be
able to effectively
match your
capabilities in serving
niche customers and
thus erode your
profits. Niche buyers’
preferences shift
towards the majority
and they become part
of the overall market.
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STEP 6

i 5 Think About It

What’s the marketing mix?
Think of two watch brands that fit
the following description:

One has a range of good quality
watches with bold new styles and
designs. These watches are
accessible to everyone. The other
has a range of limited edition
luxurious timepieces targeted at the
discerning watch collector.

Would you promote them in the
same way? Would you sell them in
the same shop? Would they be sold
in the same price range?

Determine the best marketing
mix. Choose a combination of
tactical moves to put your
product in front of the right
customer at the right place, at the
right price and at the right time.

A good marketing campaign is vital even when you have the
best product. Most of us would have heard of some brilliant
product that did not make it because not enough thought
went into marketing it.

Going through a planning process before launching your
marketing campaign will help you reduce costs and achieve
better results for the same investment of time and money.
Below are four components of your marketing mix that you
need to think through:

Product
Strategy

Price Marketing Promotion

Strategy Mix Strategy

Channel
Strategy

SPRING Singapore & Marketing Institute of Singapore Copyright © 2010 All Rights Reserved
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Product Life Cycle

Each product goes through a product
life cycle with each stage signaling a
different level of response from the
market. The length of each stage
varies from one product to another.

Introduction
Growth
Maturity
Sales decline

You need to know:

Your product’s current life cycle
stage. This is for you to adjust your
marketing strategy accordingly.

Very often, companies focus only on the core
aspects of their products when devising their
product strategy.

They put in a lot of effort on the product and its functions and
design but neglect equally important areas that make it easier or
more desirable to buy their product. These areas include nicer
packaging, longer warranty and clearer installation instructions.
They can be used to differentiate from competitors. Make sure your
product strategy covers all three components:

The length and rate of change of your
product’s life cycle. You need to
constantly innovate to extend your
product life cycle or to introduce a
Successor.

Your customers. This is to anticipate
any change in needs that could
threaten your product, or spell new
opportunities for expansion.

( . )
Support Services Component
4 A i
Packaging Component Maisenance
Trademark Installation
Core Component Brand Instructions
Product platform Price Deliveries
Design features Quality Warranty
Functional features Packaging Spare parts
\ Styling Yy Other services
\. J

Core components include product, design and functions.
Be clear about what are you selling. What is the benefit that you are
offering your customers? Is it relaxation, status, knowledge,
efficiency or convenience? Look into product-line variations to
satisfy different needs and to secure your customers.

Package your product to attract customers with its color,
style, brand and quality.

Find a good trade-off point between the attractiveness of your
packaging and cost to maintain profitability.

Augment your product through a palette of support
services such as warranty, delivery, maintenance and
upgrading services.
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$ales promotion
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» Direct Marketing

=

m = =

g Public Relations

a

®  www.internetmarketing
-

balance

PROMOTICN BUDGET
to meet objectives
againstpercentage of sales

whatyou can afford

benchmark against
the competition

v

align with

PROMOTION STRATEGY

Product Distribution  Price

strategy strategy strategy
v

Integrate

Implement

Evaluate effectiveness

Your promotion strategy is the way you
convey information to your target
customers to positively influence what
they think of your business and convince
them to buy from you.

Everything you do or don’t do communicates something
about your business. Therefore you need to plan your
promotions carefully. See “Promotions, Sales and Lead”.

Below are some suggestions that you can try out to achieve
your company’s aims of communicating with customers,
attracting and retaining them and increasing sales.

To attract or retain customers

» Give out free samples or premiums (free gifts or prizes)
Create novelty

Issue discount coupons or rebates

Start a loyalty or rewards programme

Offer bundle or volume pricing

To communicate your brand and nature of business
» Distribute brochures or leaflets

» Send direct mails

= Use point-of-purchase displays

» Conduct seminars or give talks

To increase sales

» Have an effective sales management process
Train your sales people

Develop sales promotion tools

Co-operate with partners

Participate in trade shows
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Impact of the Internet

The Internet has the potential to
dramatically change the balance of
power among consumers, retailers,
distributors, manufacturers and
service providers in the
international marketplace.

While the Internet is necessary for
companies to engage their
customers, it is important for
companies to consider e-commerce
carefully. Some companies adopt a
“no e-commerce” policy with only a
website presence on the Internet.

Channel strategy is probably the most
complex among the marketing mix
strategies. It requires clear analysis on what
your business model is about.

There is no one correct model for all markets. Each market is
unique and you need to understand both the market and the
situation to adopt the most appropriate distribution method for
that market.

To understand the market, you need to consider these factors:

> Is your product targeted at consumers or businesses?

> Do you sell through partners or do you deal directly with
consumers?

> Is the market large? What is the expected reach?

> Are there issues and complexity in distribution? These can be
a result of terrain, competition or other factors.

> How much control over the channel do you require?

> Are there any key players in the market? Who are they and
what products do they carry? Will they work with you or
against you?

> Do you have bargaining power? If so, what is it based on?

Channel length refers to the
number of intermediaries
between you and your end
customer. This will impact the
cost of your product and
control over distribution. While
a longer channel length may
help achieve a wider reach, it
also means less influence or
control over intermediaries
further down the line. You need
to strike a balance. Channel
control is important as
consistent quality and image is

necessary for long term success.

Channel width refers to the
number of entities available
for providing the same
distribution function at
different stages of a
distribution channel. Selection
of the appropriate channel
width is based on the type of
product and target segment.
You must also consider the
impact on distribution and
brand image. Some examples
of distribution strategies of
different channel widths are
shown on the next few pages.
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Exclusive partners

Wisconsin Ginseng & Herb Co-op
appointed Eu Yan Sang as its
exclusive worldwide distributor
for the Wisconsin-grown
American Ginseng, one of the
world's finest forms of ginseng.

By granting an exclusive
distributorship, Wisconsin gains
access to Eu Yan Sang’s regional
network of retail outlets and
traditional medical clinics where
the products may be prescribed
and consumed. Wisconsin also
secured the commitment of Eu
Yan Sang to ensure the success of
the product, as they now have a
business interest in it.

This model is used when:

> Before and after sales care of
customers is important

= > An element of exclusivity and

premium is desirable for image

to avoid price competition. For

B example, branded and luxury
items.
Target market X .
consumers You must provide the dealer with an

incentive to help you drive your
product. Careful evaluation of a
potential partner is important,
because if your exclusive distributor
does not perform, it will have a direct
and immediate impact on your
business.

Exclusive coverage

e

M : Manufacturer
W : Wholesaler
R : Retailer
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Changing with the times

Dell Computer started with a
business model of going direct to
its customers. Customers could call
their hotline and place orders for
their computers. The products will
then be delivered directly to their
customers, bypassing the need for a
middleman.

As time went on, customer needs
evolved and the direct model no
longer worked well for Dell.
Customers buying notebooks now
prefer to “touch and feel” the
product before purchasing. To
address this, Dell decided to
expand their distribution network
by adopting the selective
distribution approach. They
carefully selected suitable resellers
where the Dell computers can be
displayed so that customers can
have “hands on” experience with
their products.

SQ\QC'\’]\IQ D]S‘\' rﬁBM'\ﬁon

SELECTIVE
DISTRIBUTION

M

<

w W

R B [ A

Target market
CONSUMErs

Selective coverage

R

R

i

Sales licence in a specified market is
given to several dealers. The purpose
is to keep both brand image and
relatively wide coverage.

This model is used when:

> Some form of exclusivity is still
required to maintain an element
of exclusivity and premium. Yet, a
larger number of partners is
needed to reach out to the large
market.

Some form of competition is
desirable between partners. This
also ensures that there are
alternative partners to fall back
on should any partner not
perform.

R

A system of selection should be set
up to ensure all dealers meet a
certain standard. Typically, you
would select dealers whose sales are
efficient and provide intensive
support to them.
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A can of cola

Intensive distribution is
required since no customers
will travel to an exclusive
distributor to buy a can of
cola. The more easily
available the product the
higher chance of sale, since
customers have easy access to
the product. The distribution
channels may range from
vending machines to 5-star
hotels.

IY\'\’QY\S]\/Q D]S‘\' ("\b\/\‘\ﬂov\

INTENSIVE
DISTRIBUTION

M

Sales licence in a specified
market is given to an
unlimited number of dealers.

This model is used when:

> The intention is to create
accessibility and allow
consumers to buy your
products anywhere and
everywhere.

R||Rl|R| (R [R]|R| Rl [R] R |R||R] R > Ttis necessary to have a

Target market consumers

Intensive coverage

RRR
R |R
R a |® &

R| R

wide coverage of the
market.

> Dealers often compete with

each other on price.
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g‘\'(&‘\'e%\/

Pricing decisions are made amidst a changing
market landscape. You need to take into
consideration the market environment,
competitors’ products, your company’s range
of products, changing consumer tastes,
disposable incomes, and a host of other
external and internal factors.

1> Selecting the pricing
objective.

~

| 2> Determining demand. \

—

| 3> Estimating costs. l

~

4> Analysing competitors'
costs, prices and offers.

5> Selecting a pricing
method.

| 6> Selecting the final price. l
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Pricing decisions are central to your
decisions on marketing strategy and choice
of marketing mix.

[You may base your marketing mix on price.]

Your market research may have identified a market segment for
inexpensive instant coffee. You might then set a target selling
price and then select ingredients and roasting processes which
will keep the product price within this target. In this case, price is
the starting point that determines product positioning, product
formulation, packaging, promotional strategy and distribution.

[You may base your price on your marketing mix.]

You may decide that in order to achieve sufficient market
penetration, the product must be promoted through mass media.
The price of the product would have to be set to cover the cost of
this relatively expensive channel of communication. If your
marketing plans include building a new product image, gaining
access to a special channel of distribution or using an innovative
form of packaging, the price would also have to be adjusted to
cover any additional costs.
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A good starting point from which to decide on an optimal price is to
first determine the objectives you want to achieve.

This will then give direction to your pricing decisions.
> Do you want to achieve maximum market penetration? You will need to set the lowest

price possible to capture market share.

> Do you want to achieve maximum profit? You will need to set the highest price
possible, while taking into consideration demand. This may also communicate the

image of a superior product.

» Do you just want to survive in the market? You can look at short-term solutions where
the price simply covers variable cost and some fixed costs.

[TIME ]

Market skimming: Set a relatively high
initial price for a new product.
Market penetration: Set a relatively low
initial price for a new product.
Loss leader: Temporary price cut on a
few items to attract customers; used to
attract traffic.

Special event: Sales or price cutting that
is linked to a holiday, season, or event.

\_ /

/ [PRODUCT-PLUS] \
Optional product: Price optional

products or accessories along with a
main product. For example, purchasing a
car with optional add-ons such as leather

seats and sports rims.

Captive product: Set a price for products
that must be used along with a main
product. For example, ink cartridges for
a printer.

Two part: Charge a fixed fee plus a
variable usage fee; suitable for service
companies. For example, telephone
companies, and amusement parks.
Product bundle: Offer a package price for

a group of related goods and services.
For example, vacation packages.

O e )

Product line (or price lining): Set a
limited number of prices for selected
groups or lines of merchandise; suitable
for retail
Single (or uniform): All items sold by the
company carry a single price. For
example, Daiso's $2 policy.
Flexible (or variable): Similar customers
may pay different prices when buying
identical quantities of a product. For
example, trade-ins and bargaining.
Value: Adopt a lower price while

Kmaintaining the product’s basic value/

Next, choose and combine any of these pricing methods.

[EMOTIONAL]

Psychological:Use odd pricing. For
example, more products can be sold at
$99 than at $100 as it gives the
impression that it is cheaper.
Auspicious number: Set prices using
numbers considered auspicious in the
Chinese culture. For example, $168
means to be prosperous for a long time.
Prestige: Set prices at an artificially high
level to give an image of prestige or

quality.
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When your competitors start cutting prices to
increase market share, you may have to consider the
following strategies.

»

You can choose to maintain price if you think you will lose too
much profit once price is reduced. You should anticipate that
you will not lose too much market share and that you can easily
regain lost share when necessary. For example, competitors’
price cut is seen to be a temporary measure.

You can choose to maintain price and add value if you are able
to improve your product, design, functions, packaging or
support services.

You can choose to reduce price if the market is price sensitive
and maintaining price will result in loss in market share. This
is essential as it is hard to rebuild market share once it is lost.
You should be able to reduce production costs with increased
volume or at least, be able to manage a reduction in profits in
the short run.

You can choose to increase price and improve quality or
introduce new products to take on your competitors.

You can choose to launch a low-price fighter line or even create
a separate, lower-priced brand.
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Acton It

Get results

Develop your
implementation and
evaluation plan using the
template provided.

Use the editable template:

Develop a Marketing Plan

Ensure that your marketing strategy
translates into real results by
implementing it right, evaluating the
outcome, reviewing areas for
improvement and rewarding people
for a job well done.

You will need an implementation plan to help you manage what you
need to do. While a good plan is necessary, ultimately it comes down
to how you and your team execute the plan. Identify skilled
implementers, communicate your plan to them effectively and put in
place incentives.

When developing your implementation

plan, you will need to consider the

following questions.

v" What are the activities to be
implemented?

v" Who are responsible for the
implementation?

v" 'What time and where (location) to
implement?

v" How will the implementation be
done?

Once you have implemented your plan, you will
need to regularly evaluate how you have done.
Make appropriate adjustments to your plan if
needed to ensure you reach your goal.

Regular self-evaluation can help you to keep performance on
target, solve problems, identify new opportunities to exploit,
identify impending threats and manage them.
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