
l ........... _ ..........._-

Expand Your Business
r t d Supp rt Program For Gra th Oriented Enterprises

arke I gem t



Expand Your Business

An Integrated Support Programme for Growth Oriented Enterprises

STRATEGIC MARKETING MANAGEMENT
JORDANIAN EDITION

Written by Mark Tamsma and Andreas Klemmer

Adapted by Fareez Barakat

International Labour
Organization

The Ar.~erit:.an Ch.:llllbcr
of CO:1:m(~rCf: i:l .k)rd;m **** *"

.rwt'i\ ""1 t...va.
So<I.oII'TocI"Ll.Il!' I'......,.
l~eLu..)~~JI

!l..,t.n..~ .....tl~".



About Expand Your Business (EYB)
EYB stands for Expand Your Business. It is an integrated business training and support programme for small to medium
scale enterprises that have growth potential and capacity to create more and better jobs.

The vision of the EYB Programme is to assist growth oriented enterprises that have growth potential to develop effective
strategies to exploit the growth potential of their enterprises. They are also assisted to strengthen their business functional
areas in marketing, human resources and finance.

The EYB Programme is targeted towards Growth Oriented Enterprises (GOEs) that have a growth potential, employ between
6 to 100 employees, have basic management systems and have been in operation for at least ont year. The EYB
Programme Is designed to enhance the knowledge and skills of Owners, Executive Directors, Gener,,1 Managers and
functional managers in marketing, human resources and finance. The programme is designed to as.ist the GOEs to
anticipate, plan and successfully manage the growth of their enterprises.

The EYB is an integrated programme, which involves classroom training, facilitation of business and financial linkages,
individual counselling sessions and facilitation of Business Support Groups. The individual counselling sessions assist GOEs
to co~plete their Business Growth Plans. The Business Support Groups provide an opportunity for GOEs to meet and
discuss common problems, challenges and solutions, network and receive expert advice from invited resource specialists in
identified areas.
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STRATEGIC MARKETING MANAGEMENT------------------------

In this module you will find:
• Relevant business knowledge and information

Read the simple theory and information relevant to the topic of this module. The
examples on the case study that follow the theory and information show how that
knowledge is applied to manage a business well.

• Practical exercises
Do the exercises in the module and then compare your answers with the suggested
answers given at the end of the module to find out how much you have learnt.

• Action and Growth Plans
Fill in and use the action and growth plans. This will help you to put your new
knowledge into practice.

• Useful business terms
Useful business terms are printed in bold italics when they appear for the first time in
the module. Look up the meaning of these terms in the text box next to them.
Memorize their meanings. They are also listed in the annexes section of this module.

• The symbols
You wilI see the following symbols in the left hand margin. The symbols indicate the
nature of the text contained in the boxes next to them as explained below.

@5' Next to this symbol you will find !he objectives of the module and ifs chapters.

Next to this symbol you will find exercises for you to do or questions for you to
answer.

The box next to this symbol tells you where to find more information in the other
modules or elsewhere, for example: EYB Modules: Strategic Financial.
Management tells you more about how to interpret financial ratios.

The box next to this symbol contains questions for you to answer about your own
business.•- i... .-I

The box next to this symbol tells you something, which is extra important for you
to memorize. For example, the customer is the most important person for
your business.~-

......._-----------------------.....
The box next to this symbol provides you with examples on the case study used in
this module. It shows how theory and information is applied in the case study.

ii



STRATEGIC MARKETING MANAGEMENT

PREFACE

1. About the Strategic Marketing
Management Module...

The escalating importance of providing customer satisfaction, responding to diversity in the
marketplace, developing really new products, and recognizing local and global competition
challenges require effective marketing strategies for gaining and keeping competitive edge.

One of the key ingredients for any growth-oriented business is the ability to develop and
execute competitive marketing strateblJ' for expanding its markets. This module is designed to
help you to do just that through, providing you with the tools that help you in selecting the most
suitable strategic option or combination of options to expand your markets.

This module concentrates on four strategic options to expand your markets, namely: market
penetration, nmd.ct development, product dcvelopment, and diversification strategies.

2. Who this module is for...

This module is for YOU if you are managing a business, and are willing and planning to expand
it. It is for you if your business is currently employing between 6 and 30 employees, and having
good market opportunities, good financial and human resources, and a quality product.

This Module is for you ifyou are holding one of the following posts in the business:

• General Man:lgcr/Owner/P:lrtner

• Mad{eting Manager, Sales Manager

• Chief Execlltive Officer of Marketing/Sales

This module is for you if you have acquired the basic business management systems In

marketing, record keeping, costing, buying, stock control and business planning basics.

3. Before you read this module: ·

You will benefit more from this Module if you first, read the EYB Module: Strategic
Management

iii



STRATEGIC MARKETING MANAGEMENT
-------------------

4. What you will learn in this module •••

As your business expands, you need to identity the direction of your expansion by analysing the
available strategic options, and choose what fits with your growth goal taking into consideration
your resource capabilities and the surrounding environment.

You will then expand your markets by planning and executing the product, pricing,
promotion, and distribution of your goods and services to the target markets.

iv



STRATEGIC MARKETING MANAGEMENT
-----------------------

5. The case study lIsed in these modules:
Throughout this module, we will use the case study of Hana Juice Company (HAJCO), a
company that produces citms juices and wants to expand its business. In every chapter, we
provide examples and exercises based on this company.

The case study provided at the start of the Strategic Management module, also provided
additional information on HAlCD. For the complete case study, you are referred to the
Strategic Management module, chapter 0 However, the information relevant to this
module is reprinted here for ease of reference with additional information of importance to
this module.

HAlCD is a relatively small company firm located in the Jordan Valley. The company is
owned and run by a Mr. lameel and his wife Mrs. Hind.

Market

Hana Juice Company (HAJCO) Ltd.

HAJCO specialise in processing citrus like lemon, orange, and grapefrulLThelr main
products are high quality citrusjuices. The Key clients ar~~lltetouristhotefsin ~ordan
and supermarkets..' ....

Customer credit problems

HAJCO'S' managementnoticed that as the llumb~roftheircuitorl1~rscifeW,~ore
customers demanded credit and they alsowanted to keep Increasingtheirsales~ They
set the credit. policy that· cl/stomers coufdpay for meir orders30qays after they
received the order. After a fewmonths,theHAJCO'smCinagementnot!cegthattheir
company was running out of money although safes wefeimprovingsincelheyhad
started extending credit to customers. .. . .

Distributor problems

HAJCO engaged Theqa Distributors, a wholesale cOmpany that. distributes alarge
variety of products to hotels and supermarkets throughout Jordan, Recently, though
Mrs. Hind learnt that Theqa Distributors has .•• started representing Ci.Lebanese
Company who produces quite similar products, and has noticed an obvious decline in
orders from Theqa Distributors. Earlier, sales to Theqa Distributors' made up 40% of
total sales. Today, there are down to 30% and dropping further.'· .

Expansion plans

HAJCO's management plan to expand. Th~yw()pder If their qurrentcitrusjuice
products could compete inthe Gulf region. At the same time, theYClre<llsoconcern~d
that Lebanese competition will enter into the Gulf markets. HAJCp'srnanagemenf
contemplate to sell citrus juices to a wider market range through main supermarket
chains in Jordan. Apart from this, they believe that they could also produce tomato
paste to supply the local market. furthermore, they think that they could exportpitrus
juice concentrates to Europe in response to the high appreciation of their current
products by tourists from these countries. .

Continued on the next page.....

v



STRATEGIC MARKETING MANAGEMENT

HanaJuice·CompanY(HJXJCC:>ll-t~.<···...
Continued from thepr~vi()lJsPClge....

Mr. Jameel attended the EYB Strategic· Managemenf~orkshoPthat~~eC~~~dth~
Strategic Marketing. He did his strategic analysiswhl:ln~ttenqingth~cour§e,I:)ll~ect9fl
which he decided to follow ~ 'differentiation stratl:lgy'.Thi~lT1flan§tllar@h~§8tl()§~hlq<
grow on the basis of products that add value to a largflr segmentqfth~rn~rk~t.HA~qp
is. therefore. planning to move away from its current 'focu?str<i\¢9y'wher¢byJh¢
company only .serves the higher-end tourist mark~tinJordclO.This~tr~t~gyWill~lIoW
HAJCOto expand. and is in line with theircompetitiv~adv~htageirltMll1arket.§()rri~

of the above expansion ideas fit with this strategy,but HAJqqlsn9tsur~~rthi§@3gfl
V'/hi~h. approach. to ••. follow,cmd·•• whether to· penetratfl~)(istingm~rket§,g~V~I()PJ'l¢'t1
inarkets, .and .• introquce •new products •or •. to .diver~ifyWithnflwpr()cllJct$,int9neW
markets. HAJCq feels that it has to choosesomethiflgtop~SUcces!?ful.a$itbeli~vesjt
cannot do everything atthesame time. .

vi



C/Japter 1: Introduction to MarketingSTRATEGIC MARKETING MANAGEMENT
------------~-----------=-

INTRODUCTION TO MARKETING

!Harketing refers to a social and managerial
process by which individuals and groups obtain
what they need and want through creating,
om~ring and exchanging products of value with
others. It also refers to strategies that are adopted
to ensure that you have the right product, at the
right price, distributed from the right place,
using the right promotion and through the right
people

Market ;s more than a physical market where
people meet to exchange goods, services'
and money to the satisfaction of both parties, .'
It consists of all the potential .. customers
sharing a particular need and wants who are
willing and able to engage in exchange with
suppliers to satisfy thatneedand want .

What you will learn in this chapter ...

1



Chapter 1: Introduction to MarketingSTRATEGIC MARKETING MANAGEMENT._-----------'---------------'==--

1. Marketing versus production orientation

There are enterprises that lack a marketing orientation in their marketing management, and
pursue production or product orientation. Enterprises that employ a product/production
orientation are organized along the assembly line principles, and assume that if products
are better, then customers will buy them. Their marketing function is primarily limited to
delivering products to locations where they can be purchased. However, this approach is
only appropriate in instances where the demand for products is far greater than the supply,
and is prone to a risk of poor service and poor quality.

On the other hand, a marketing orientation
emphasizes the importance of developing and
marketing products and services that are
based on satisfYing what potential customers
need and want.

.", _._ .
.. . '. " .. , ,--- _, .. , _,- -., - .

Needs.are Uw.thingsreqUiredbY·collsumers
to sustain their lives,.e.g .• food. ~hd·shelterpy
individuals.orcomputers .by.businesses.·····

.. . ., _, -." " ... .. _ .. _ - ,', .. - " - ...' , -,.

Wants· refer to. additionClI.goodSBnciservices
that·.go·beyond.'sustenance'•• e.g,.chocolates.
or Watches. .

Understanding customers' needs and wants
enables your business to achieve its objectives such as maximizing profit.

Well-known companies have expressed the marketing concept in various slogans:

• "Customer based strategies are the basis of all strategy"(McKinsey Group)

• "Have it your way" (Burger King)

• "You are the boss" (United Airlines)

• "Putting people first" (British Airways)

Good marketing management is the key to successful entrepreneurship. In any business
environment, there are three different types of entrepreneurs:

• Those Ihal make Ihings happen

• Those who walch Ihings happen

• nlOse who wonder whal has hafJpe/leJ

Effective marketing is about those entrepreneurs who make things happen and thereby, exploit the
potential to grow their businesses.

2. What is the marketing mix?

Marketing mix is a set of marketing tools that your organization uses to pursue its
marketing objectives in the target market(s).

The m<trketing mix consists, in a classical way, offour elements:

• I'rotluct

• Price
• PI:,ce (Ilish-ihution)

• Promotion

2



STRATEGIC MARKETING MANAGEMENT Chapter 1: Introduction to Marketing

These days marketing experts add on a new 'p' element called personnel or peo~. In this
chapter, we will discuss the classical 4 p's, and the additional 3P's for marketing of
services.

The 4 P's represent the sellers' view of the marketing tools available to influence buyers.
From a buyer's point of view, each marketing tool is designed to deliver a customer benefit
which means that every marketing "P" refers to a customer "e":

• Customer needs and WIllits (Product),

• Cost (0 the customer (Price),

• Convenience (Place),

• Communication (Promotion).

3. How can the marketing mix help to grow your
business?
By understanding the 4 P's of the marketing mix, it helps you to make decisions on how to
divide the total marketing budget in an effective, efficient and customer-oriented way
among the various tools in the marketing mix.

After introducing the marketing strategies for growth, discussed later in this module, you
will be able to determine what kind of changes and actions should be taken in the
marketing mix elements to reflect the growth strategy you choose.

4. How to use the marketing mix?

4.1 Product: (the first element of the marketing
mix 4P's)

The most basic marketing mix tool is product - your companies' tangible or
intangible offer to the market, tangible offers are goods, and the intangible offers
are services.

4.1.1 Goods

Goods divide into two main types: 'consumer' and 'industrial'. The end
user purchases consumer goods, while industrial goods are used in the
manufacture of a further product, which may then itself be sold to the end
user.

3



STRATEGIC MARKETING MANAGEMENT Chapter 1: Introduction to Marketing

Hana Juice Company (HAJCO) Ltd.

Consumer goods include quality, design, features, benefits, branding, and
packaging. As part of its goods offering, companies can also provide
various services as a part of the product, such as leasing, delivery, repair,
training etc. Such support services can provide a competitive advantage
in the globally competitive marketplace.

Consumer goods can be subdivided into three classes: convenience,
shopping, and specialty goods on the basis of consumer shopping habits.

• Convenience goods:
These are goods purchased frequently, and with a minimum effort
(tobacco products, soaps, and newspapers etc).

• Shopping goods:

These are goods that the customer, in the process of selection and
purchase, characteristically compares on such basis as suitability,
quality, price, and style (furniture, clothing, used cars etc.)

These can be divided into two groups:

a) Homogeneous

(the buyer sees those as similar in quality but different enough in
price to justily shopping comparisons). The seller has to
negotiate price with the buyer.

b) Heterogeneous

(product features are often more important to the customer than
the price. The seller must therefore carry wide assortment to
satisty individual tastes and must have well trained sales-people).

• Specialty goods:

Are goods with unique characteristics and/or brand identification. A
significant group of buyers is habitually willing to make a special
purchasing effort for these specialty goods. (For example, a
Mercedes Hem is a .\pedaJty good because interested buyers will
travel far to buy one. Speda/ty goods do not involve the buyer
making a wide range ofcomparisons.)

". >:-::.:.".

HAJCO consider that their fresh citrus juice isa specialty goocjwithunique
characteristics above regular citrus juice in terms of its freshness and quality.TheY,also
think buyers in luxury supermarkets consist of a target group willing to obtain the
prOduct at an extra price because they value the quality of the product above other
prOducts. The reason why HAJCO want to sell it insupermarketsi$thl3ttreyhopathal
the early adoption of this new product, will also leadtoabiggElrawarElne$s~ya\'VicJElr
group of 'followers', who may then,also start purchasing the product. '.. .. ..

4



STRATEGIC MARKETING MANAGEMENT Chapter 1: Introduction to Marketing

4.1.2 Packaging
. . . . .. _. . - . - - , .. .. . - - .. - , . , . . - . , .. . .... _-- .. , , .. -,. , ", " .. ,., .... " ,,,. . "" .. ,,- .. , ...

Packaging: includes> the activitieS of
designing and producing the container
or wrapper for a product

Many of your physical products
going to the market have to be
packaged and labeled. Packaging
can play a minor role
(inexpensive hardware items) or a major role (e.g. cosmetics). Many
marketers have called packaging a fifth P. Most marketers, however, treat
packaging and labeling as an element of your product strategy.

In recent times, packaging has become a potent marketing tool. Well­
designed packages can create convenience value for the consumer and
promotional value for the product. The following factors have
contributed to the growing use of packaging as a marketing tool:

• S~!t~~~rv!~~ (an increasing number of products are sold on a self­
service basis in supermarkets and discount houses.

• Consumer affluence (rising consumer affluence means consumers are
willing to pay a little more for the convenience, appearance,
dependability, and prestige of better packages.

• Company and brand imag~ (companies recognize the power of well­
designed packages to contribute to instant recognition of the company
or brand).

• Innovation opportunity (innovative packaging can bring large
benefits to consumers and profits to producers e.g. toothpaste pump
dispensers)

',:.":. :. :.:: .... -... : .....,'::::.:::::.. :.::'::::: ..:::::::::::::::

HcmaJuice Compahy(HA.JCO) Ltd.
HAJCO used two sizes of waxed cartons, with photographic images to stlOwthefresh .
content and flip and screw-top. pourers. to meet. thediff~rE}ntconsurTl~rs·. beh~viours9f
their target market; the carton is a little. bit silvered togrve thedrinka'coldervisll()land
distinguished design. . . .. . .'.' '. '. . .

HAJCO uses side labels on the carton to relay Information and health statistics about
the contents of the carton, production and expiry dates, logo ()fthe company, against a
picture of the Jordan Valley landscape,. where the productisprocjuced.lnformatlonIS<
written in both Arabic and ~nglish languagesbecaWWHAJc;Ois~lsQtargoiingthe
tourists market. . . . . . ...
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4.1.3 Services

It can be difficult to define just what is meant by a service because most
products we buy contain a mixture of goods elements and service
elements. A meal in a restaurant . . . ..

Service isanyac:tivityorbenefit that
contains a combination of goods onepal1ycanoffertClahotherwhich'
elements (the food) and service isessentially Intangibleariddoesl1ot
elements (the manner in which the reslJltln the ownership ofallything.
food is served). Even apparently Its productionmayorlT1~Ynotbe tied
"pure" goods such as timber often toaphysicalproduct.

contain scrvicc clcments, such as
the scrvice required ill transporting timber fi"om where it was produced to
where a customer requires it.

"Pure" services have a number of distinctive characteristics that differentiate
them from goods, these characteristics are: Intangibility, Inseparability,
Variability, and Perish ability.

• Intangibility: Unlike goods, services cannot be touched, handled, smelt,
tasted or owned. This means that potential customers cannot 'try out' a
service in the same way as they can a good. It is more difficult to compare
services on a 'like for like' basis and so businesses can find it difficult to
justify higher prices 10 prospective customers.

Measuring quality for services can be very different compared with goods.
Goods generally have tangible benchmarks against which quality can be
assessed (e.g. durability, reliability, taste). In the case of services, these
benchmarks can often only be defined in the minds of consumers.

• Inscpanlbilily: Businesses usually produce goods in one central location,
and then transport them to the place where customers most want to buy
them. On the other hand, the consumption of a service is said to be
inseparable from its means of production. Producer and consumer must
interact in order for rhe benefits of the service to be realized. Both must
normally meet at a Lilllc and a place Lhat is mutually convenient, in order
that, the producer can dircctly pass on service benefits. In the extreme case
of personal care services, the customer must be present during the entire
production process.
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• Variability: Goods can often be standardized through the production
process. It is much more difficult to achieve levels of standardization and
quality with services. For example, one visit to the dentist will be different
to the next; even though the benefit you gain (repaired teeth or reassurance)
will be the same

For services, variability impacts upon customers not just in terms of
outcomes, but also in terms of processes of production. It is the latter point
that causes variability to pose a much greater problem for services,
compared to goods.

Becausc thc customcr is usually involved in the prodnction process for a
service at the same time as they consume it, it can be difficult to carry out
monitoring and control to ensure consistent standards. The opportunity for
pre-delivery inspection and rejection, which is open to the goods
manufacturer, is not normally possible with services.

• Perish ability: Services cannot be stored and sold later. For example, once
a train leaves without selling tickets for its full capacity, the opportunity to
till the ell1pty scats is lost forever.

4.2 Price (the second element of the marketing
mix 4P's)
A critical marketing mix tool is price: the amount of money that customers pay for
the product. The price should be commensurate with the offer's perceived value.

A business might decide on 'wholesale' and retail prices, discounts, credit terms
etc. In this section, we will explain which pricing objectives you can choose, and
which pricing techniques you can use in your business.

4.2.1 Selecting the pricing objective

A company can pursue any of the following six major objectives through
its pricing survival, maximum cu....ent profit, maximum current
revenue, maximum sales growth, maximum market skimming, or
product quality leadership. When you have chosen a specific pricing
objective based on your business situation, it is important that you
communicate your price objectives through your business, especially, to
your sales people.

• Survival:

If the business is plagued with over capacity, intense competition, or
changing consumer wants, then the survival objective has to be
chosen. To keep the plant operating and the inventories turning over,
companies will cut prices. As long as prices cover variable costs and
some fixed costs, the companies stay in business.

7
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• Maximum current profit:

Many companies try to set the pnce that will maximize current
profits They estimate the demand and costs associated with
alternative prices, and choose the price that produces maximum
current profit, cash flow, or rate of return on investment.

• Maximum current revenue:

Some companies set a price that maximizes sales revenues. Revenue
maximization requires estimating only the demand function.
Managers believe that revenue maximization will lead to long-nm
protit maximization and market share growth.

• Maximum sales growth:

Some companies want to maximize their sales volume, believing that
a higher sales volume will lead to lower unit costs and higher long­
term profit. They set the lowest price, presuming the market is
sensitive to price. This practice is called market-penetration pricing.

• Maximum market skimming:

Many companies favour setting high prices to 'skim' the market.
Skimming is a pricing strategy meant to earn back the initial high
invcstmcnt for dcveloping the product quickly before competitors
enter the market. Especially early adapters are willing to pay the
premium price. When competition comes up, the price will be slowly
lowered. In this way a business skims a maximum amount of revenue
from various market segments. E.g. Polaroid introduced an expensive
new camera, and then gradually introduced simpler, lower price
models to draw in new price-sensitive segments.

• P."oduct-quality leadership:

A business might aim to be the product-quality leader in the market.

~~llilliilll.ill;!'!···········
. . . . . . . . . . . . ,.... . . .'. .. , - '... . -.. '. .'. . '.' ' ', -,' '. '. ' ' ' ' ' '. ' - ' '.'.' '.' . . ,........... . .. :t,::i.~:~,;:l:,:',: =,: ::: ~,f",r ~".~.:,!"i,~:~,!,~, ,~:f,~:i,i:j,i:i,~,~.~,r,~,',:,~.~,~,~ \':"';':"'~'~ -,::,:,:,: ~,', ~,':~,t:~,!:i,!:~,~,~,~,: i,,i,!,~,!,~,f,[,i,i,;,;,r,~ r,:~,l{i........... "':-:':::::::::::::::':<i~\/F;::<?<r<:r~:\:<~)f<t))r))»»)tfr)U)/}f[(H:<::tf{<?r)))f/)}t~<:~:{~~~·

... ".

Hana Juice Company (HAJC()) Ltd.

HAJCO want to gain •• a'··'arger. market·.Share. before competition introducestreshbitrus
juices. Their product,still not well known to themarketHAJCOrnanagem~ntd~cidedt(l

adopt the 'maximum current revenue' pricing apprpach, by settin~aIOVllerpriC~, be8au~e

they· believe this will assist. them in •gaining .market ~harefaster.on8~theY\NinhaV@
reached a critical mass of consumers and, built up Clbrandnameinthem~rk~t.ther}they
will increase the price to 'reflect the product-quality image in •themarkeLHAJCO
management believe that this pricing approach will help the companytoearnmore
money and benefit from its achieved position in the market. '
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4.2.2 Price discounts and allowances

Most companies will modify their basic price to reward customers for
such acts as early payment, volume purchases, and off-season buying.
These altered prices are also called discounts. Therefore, you should
measure cost of granting each discount or allowance against its impact on
making the sale. There are several types of discounts:

• Cash discouuts:
A price reduction to buyers who promptly pay their bills.

• Quantity discounts:
A price reduction to buyers who buy large volumes.

4.2.3 Discriminatory pricing

Companies often, modify their basic price to accommodate differences in
customers, products, locations, and so on. Discriminatory pricing occurs
when a business sells a product or service at two or more prices that does
not reflect a proportional difference in costs. There are several forms:

• {:;!!stomer-segm~!1LQ!:icing: where different customer groups are
charged different prices for the same product or service. A good
example is student admission fees for museums. This is generally
lower than for the rest of public.

• rrmjH\~t-fQ[m_mi£ing: different versions of the product are priced
dilTercntly, but not proportionately to their respective costs, e.g. a 1­
litre bottle of mineral water costs J.D 0.250 while a 2-litre bottle of
the same water costs J.D 0.580 .

• Ima~pricing: pricing the same product at two different levels based
on image differences. Example; a perfume manufacturer can put the
same perfume in two different bottles and ask two different prices.

• LocatioJLpricing: the same product is priced differently at different
locations even though; the cost of offering at each location is the
same. E.g. a theatre varies its seat prices according to the audience
preferences for diflcrent locations.

• Ii!!1~Qricing: prices are varied by season, day, or hour. E.g.
Telecommunication Company varies their rates to commercial users
by time of day and weekend versus weekday.

9
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Dist'ribUtion· ••• channef •• ··is •••• aU •. ··the
organizclUonsthroughwhicha
·product.must·.pass betweeo •. itspOirit·
ofproduction arid· COnSl/mptlon...·

4.3 Place (the third element of the marketing mix
4P's)

This is another key marketing-mix tool that
can make the product accessible, and
available to target customers. Most
businesses lise third parties or
illtcnllcdiadcs to bring their products to
market. They try to establish a "distributioll cJulIlIlel".

4.3.1 The importance of the distribution channels
Why does a business give the job of selling its products to
intermediaries? After all, using intermediary's means giving up some
control over how products are sold, and whom they are sold to.

The answer lies in efficiency of distribution costs. Intermediaries are
specialists in selling. They have the contacts, experience and scale of
operation which means that greater sales can be achieved than if the
producing business tried running a sales operation itself.

4.3.2 Distribution Channel Levels

Each layer of marketing intermediaries that performs some work in
bringing the product to its final buyer is a "channel level". The figure
below shows some examples of channel levels:

,•.......•••...•...........•.........•. .. '" ......•....•......•............]
.••..Pl~ttn1ijtt6H<:H~f.ri~I~········!i
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In the previous figure, Channel 1 is called a "direct-marketing"
channel, since it has no intermediary levels. In this case, the producer
sells directly to customers. An example of a direct marketing channel
would be a factory outlet store.

The remaining channels are "ind irect-marl{eting channels". Channel 2
contains one intermediary. In consumer markets, this is typically a
."etailer; they operate outlets that trade directly with household customers
(e.g clothes stores, groceries, filrniture stores).

Channel 3 contains two intermedialY levels - a wholesaler and a retailer.
A wholesaler, typically, buys and stores large quantities of several
producers' goods, and then breaks into the bulk deliveries to supply
retailers with smaller quantities. For small retailers with limited order
quantities, the use of wholesalers makes economic sense. This
arrangement tends to work best where the retail channel is fragmented ­
i.e. not dominated by a small number of large, powerfill retailers who
have an incentive to cut out the wholesaler. A good example of this
channel arrangement in the Jordan is the distribution of drugs.

Channel 4 contains three intermediary levels - a wholesaler, a retailer,
and a b."ol"cr who sell the products in return for a commission (a
percentage of the sales revenues).

Understanding what, where, why, when and how target customers buy is
the basic information in designing the distribution channel.

4.4 Promotion (the fourth element of the
marketing mix 4P's)

The fourth marketing mix tool includes all the activities your business undertakes
to cOllllllunicate, and promote in its goods/services to the target market(s). Your
business might consider setting up communication and promotion programmes
consisting of advertising, sales promotion, public relations, direct and online
marketing etc.

Personal Selling 771' _
Promotion

Mix

Sales Promotion
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4.4.1 Advertising

Chapter 1: Introduction to Marketing

Advertising is one of the most common tools companies use to direct
persuasive communications to target buyers and publics. A definition of
advertising is: allY paidform (!! lIOn-personal presentation and promotion
(if ideas, good\', or sel'l'ices by an identified !'Jpollsor.

To develop and manage an advertising program, the following steps can
be taken:

~.'...

~
~

a) Setting the advertising objective

The first step is to set the advertising objectives. These objectives
must flow from prior decisions on the target market, market
positioning and marketing mix, The marketing positioning and the
markcting mix stratcgies define the job that advertising must do in
the total marketing programme.

Advertising objectives can be classified according to whether their
aim is to inform, persuade, or remind.

• Informative: This figures heavily in the pioneering stage of a
product, where the objective is to build a primary demand.

• Persuasive: This becomes important in the competitive stage,
where a business's objective is to build selective demand for a
particular brand. Most advertising falls into this category

• neminder: This is highly important with mature products.

The choice of the advertising objective should be based on a
thorough analysis of the current marketing situation

12
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b) Deciding on the advertising budget

There are five specific factors to consider when setting the
advertising budget:
• Stage in the product life cycle: New products typically receive

large advertising budgets to build awareness and to gain
consumer confidence. Established brands usually are supported
with lower advertising budgets as a ratio to sales.

• Ma"'{et share and cousumer base: High market share brands,
usually, require less advertising expenditure as a percentage of
sales to maintain their share. To build a larger share by
increasing market size requires larger advertising expenditures.

• Competition and clutter: In a market with a large number of
competitors and high advertising spending, a brand must
advertise more heavily to be heard above the noise in the market.
Even simple clutter from advertisements not indirect competitive
to the brand creates a need for heavier advertising.

• Advertising frequency: The number of repetitions needed to put
across the brand's message to consumers has an important
impact on the advertising budget.

• Product substitutability: Brands in a commodity class (e.g.
cigarettes, son drinks) require heavy advertising to establish a
differential image. Advertising is, also important, when a brand
can offer unique physical benefits or features.

c) Choosing the advertising message

When you are ready to choose an advertising message, and you are
not using a professional advertising agency, you must at least give a
message based on your competitive edges, and the buying behaviour
of your cllstomers. E.g. a Fresh Juice producing company found out
that their customers buy their product for health, and that their
competitive edge is the freshness. Therefore, they should use
freshness and mention the health aspect in the advertising message.

4.4.2 Sales promotion
Sales promotion consists of a diverse collection of incentive tools, mostly
short term, designed to stimulate quicker and/or greater purchase of
particular products/services by consumer or the trade.

Where advertising offers a reason to buy, sales promotion offers an
incentive to buy. The main consumer-promotion tools are:

• Free Samples.

• Coupons (certificates entitling the bearer to a stated savmg on the
purchase of a specitlc product)

• Price discounts
• Product warranties (explicit or implicit promises by sellers that the

product will perform as specified, or that the seller will fix it or renmd

the money during a specific period)

• Seasonal sales

13
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4.4.3 Public relations (PR)

C/Japter 1: Introduction to Marketing

Public relations involve a variety of programmes designed to promote
and/or protect a business's image or its individual products.

PH. activities perform the following five activities, not all of which
support marketing objectives:
• Press relations (presenting news and information about the

organization in the most positive light).
• Product publicity (sponsoring various efforts to publicize specific

products)
• Corporate communication (promoting understanding of the

organization with internal and external communications).
• Lobbying involves dealing with legislators and government officials

to promote or defeat legislation and regulation.
• Counseling involves advising management about public issues and business

positions and image This includes advising in case of a product mishap
when the public confidence in a product is shaken).

4.4.4 Personal selling
Personal selling is oral communication with potential buyers of a product
with the intention of making a sale The personal selling may focus
initially on developing a rel<ltionship with the potential buyer, but will
always ultimately end with an attempt to "close the sale".

a) Main steps of the selling process

The main steps of the selling process are:

• Prospccting - trying to find new customers

• Communicating - with existing and potential customers about the
product range

• Sclling - contact with the cllstomer, answering qucstions and trying to
dose the sale

• SCI"vicing - providing support and service to the customer m the
period lip to delivcry, and also post-sale

b) The advantages of using personal selling as a
mean of promotion:
• Personal selling is a face-to-face activity; customers, therefore,

obtain a relatively high degree of personal attention.
• The sales message can be customized to meet the needs of the

customer.
• The two-way nature of the sales process allows the sales team to

respond directly and promptly to customer questions and
concerns.

• The face-to-face sales meeting gives the sales force chance to
demonstrate the product.

• Frequent meetings between sales force and customer provide an
opportunity to build good long-term relationships.

14
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Given that there are many advantages to personal selling, why do
more businesses not maintain a direct sales force?

c) Main disadvantages of using personal selling

The main disadvantage of personal selling is the cost of employing a
sales force. Sales people are expensive. Tn addition to the basic pay
package, a business needs to provide incentives to achieve sales
(typically this is based on commission and/or bonus arrangements)
and the equipment to make sales calls (car, travel and subsistence
costs, mobile phone etc).

In addition, a sales person can only call on one customer at a time.
This is not a cost-effective way of reaching a large audience.

5. Marketing of services
Since services are different from goods, it makes sense that they should be marketed in a
slightly different way The points of diflcrence encourage us to think how we should go
about marketing services.

The marketing implications of services characteristics discussed previous are:

• Intangibility
• Maldng Tangible the intangible through providing evidence of service quality

showing the buyers quality place, equipment, people, communication material,
and brochures.

• Pl"Olllolioll needs to be emphasized to explain what the service contains.

• Pricing needs to be linked to, and to communicate quality.

• Inseparability
• As customers are involved in the servIce, they need to feel confident and

comfortable.

• Customers link services directly with the organizations that provide them, so a
high level of customer care is necessary.

• Variability

• Personal selling is often used to be able to personalize and communicate the
benefits of services.

• I f the business is already establishcd under a brand, then the introduction of a
ncw scrvice is made easier through trust that already exists.

• Invest in hiring and training procedures to ensure standards of service are
maintained.

• Monitoring customer satisfaction through suggestion and complaint system.
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• Perish ability

Chapter 1: Introduction to Marketing

• Pricing methods can be used to maximize sales of services to shift demand from
peak to off-peak periods (e.g. discount prices for health clubs at morning hours).

• Reservation system to manage the demand level.

• Supply of services needs to be timed and resources scheduled to meet demand.

6. The 3 extra 'P's in the service marketing mix

In order to deal with these differences and characteristics, we can add three more 'P's to
the traditional marketing mix of the 4 'P's of Product, Price, Promotion and Place.

6.1 People

People are involved in the delivery of most services. You might want to make sure
that the members of your staff involved in service delivery:

• Are recmited for their aptitude for dealing with customers.

• Are given the necessary training to do
their job efficiently

• Are given the necessary authority to
make speedy dccisions for customcrs.

• Are satisfied in their work (Internal
t.'111rketing).

Internal MarketingisaboutlTlakingth~

employees.more·.satisfieci.at.theirjobpy·
supporlino.and. rewardino.thE3rn.forgo6d·
perforrnance •• al1d ••helpihgth~rnt({.(;6pe.
with their' Iivesoutside.theofficethatWill
make. thern •• providiflg •quality .s8f"\1iCeS to.
the customers. . . "

...

6.2 Process

Systems lIsed 111 service delivery should be designed with customers In mind.
Consider:

• Clear and easy procedures can give you a competitive advantage

• Employing part time staff to cover busy periods can help to reduce queuing
and to speed up service delivery

16
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6.3 Physical evidence

Evcn though serviccs are intangiblc, you can use the appearance, ethos and
ambience of the environment in which they are delivered to influence your
customers favorably_ Consider

• Decor
• Colour schcmes

• Furnishings

• Uniforms tor statr

• Layout of premises
• Paperwork proving that the service has been delivered

Describe your current marketing mix:

My Current Marketing Mix
----------- -- -------_._------------- --_.._-_._--- -------------------j

Product:

Continued on the next page...
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Describe your current marketing mix:

Continued from the previous page ...

My Current Marketing Mix

Price:

Place (Distribution):
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Describe your current marketing mix:

Continued from the previous page...

My Current Marketing Mix

Promotion:

_______________________ . . -----.J

7. Chapter Summary

The marketing mix is the set of marketing tools that your business uses to pursue its
marketing objectives in the target market(s)

The marketing mix consists, in the classical way, of four elements: product, place, price,
and promotion. The 4 P's represent the sellers' view of the marketing tools available for
inllucncing huycrs Frolll a buyer's point or view, each marketing tool is designed to
deliver a customer benefit.

• Product: your companies' tangible ofrer (goods) or intangible otTer (services) to the
market.
Goods divide into two main types: 'consumer' and 'industrial'. Goods include the
quality, design, features, branding, and packaging. As part of its product offering,
companies can also provide various services. Consumers buy a vast array of goods.
These goods can be classified on the basis of consumer shopping habits. We can
distinguish convenience, shopping, and specialty goods among a list of them.

S~I"Viccs have a number of distinctive characteristics that differentiate them from
goods, these characteristics are: Intangibility, Inseparability, Variability, and perish
ability.

Products have a life cycle that typically divided into four stages: introduction, growth,
maturity, and decline.
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• Price: amount of money that customers pay for the product/service. The price should
be commensurate with the offer's perceived value. A company might decide on
'wholesale' and retail prices, discounts, allowances, credit terms etc. There are
several pricing strategies: survival, maximum current profit, maximum current
revenue, and maximum market skimming and product-quality leadership.

There are several types of discounts and allowances: cash discounts, quantity
discounts.
Discriminatory pricing occurs whcn a company sells a goods or services at two or
more prices that docs not reflect a proportional difference in costs. There are several
forms: customer-segment priCing, product-form pricing, image pricing, location
pricing and time pricing.

• Place: includes the various activities your company does to make the product
accessible and available to target customers.

• Promotion: includes all the activities your company does to communicate and
promote its products/services to the target market(s).

• Advertising: any paid form of non-personal presentation and promotion of ideas,
goods, or services by an identified sponsor. Advertising objectives can be classified
according to whether their aim is to inform, persuade, or remind. The choice of the
advertising objective should be based on a thorough analysis of the current marketing
situation.

There are five specific factors to consider when setting the advertising budget: stage
in the product I~le cycle, market share and consumer base, competition and elutter.
adverlisingfrequem.-y and product substilutability.

• Sales promotion: consists of a diverse collection of incentive tools, mostly short term
designed to stimulate quicker and/or greater purchase of particular products/services
by conSUlllcr or thc trade. The main consumer-promotion tools are: free samples,
coupons, price discounts, product Il'w'Jwlties, and seasonal sales.

• Public relations: involves a variety of programs designed to promote and/or protect a
company's image or its individual products. PR activities perform the following five
activities: press relations, product publicity, cOIporate communication, lobbying, and
coullseling.

• I)ersonal selling is oral conllllunication with potential buyers of a product with the
intention of making a sale. The steps of personal selling are: prospecting,
commullicating, selling and servicing.

• Marketing of services is slightly dillcrcnt from marketing of goods; each service
characteristic has its own marketing implications. Services marketing mix has three
more 'P's to than the traditional marketing mix of the 4 'P's, namely: People,
Process, and Physical evidence.
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MARKET SCANNING

Before yOIl can choose an appropriate marketing growth strategy, it is necessary to understand
your market. This chapter explains the importance of and how to do market scanning for your
present and growing business. This information is required to build a successful marketing
oriented business, and to make balanced strategic marketing growth decisions as discussed in
later chapters.

What you will learn in this chapter...
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1. What is market scanning?

To understand the importance of market environmental scanning (or analysing the market
environment), it is necessary to recall some essential marketing terminology first.

a) A marl{ct is a group of potential customers with similar needs and wants, interested in
exchanging something of value with sellers offering various goods and/or services that
satisfY those needs and wants.

b) A customcr is a person with needs and wants looking to satisfY these, through your
goods or services. It is your responsibility to profitably fulfil those needs and wants
according to the customer expectations, and surpass the abilities of your competitors.

Market scanning is about obtaining and analysing all-important information from the
market you operate in or want to operate in, in order to design marketing growth strategies
that will result in achieving the growth objectives.

If you have the right information and are able to analyse it, you can make predictions on
the present and future demand and supply, and understand the forces that might influence
your product/markets. In a market-oriented business, market scanning is a continuing
process It should, therefore, play an important role in your daily business.

Market information must at least focus on the following market features:

• (Potential) Competitors

• (Potential) Customers

• The Industry

HAJCO want to expand their business. They cOlntemr:llat,~.

supermarkets, (b) introduce new product 't",rn"1~" lJi:I::'lt::JJ.

concentrates to Europe. According to the case ::'IUUY. WIIiLII

think is important for HAJCO to make strategic de~::isiom;?
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2. How can market
your business?

.
scanning help to expand

To develop a successful growth strategy, you should take an outside-inside view of the
business. This means that you analyse the market first, and then adapt your business to the
market (make things happen), rather than setting up your business, and then watch the
market (watch things happen). The market environment is constantly generating new
opportunities and threats. ]1' you identitY your opportunities and threats, you will be able to
act accurately on it and expand sales.

Decisions on marketing growth strategies have a great influence on your entire business
operation, which you can not turn back after finding out that your marketing strategy was
not the most appropriate one. ]1' you analyse your market extensively and base your
strategic marketing decisions on that market information, you will enhance your chances of
success.

Knowing exactly who your customcrs are, and what their drives are, enables you to
increase salcs by customizing your products/services, and creating a strong competitive
advantage.

Hana Juice Company (HAJCO) Ltd..·.> .

3. How to scan the market?

As mentioned earlier, market scanning is a continuous process because the environment
changes all the time ]1' you want to scan your market, follow the following steps.
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Steps in the market scanning process

3.1 Defining the market
Before you can start to analyse the environment, you should first, define your
market (the one you are in or want to be in). You could have described your market
in your initial business plan, but usually that market ditfers from the actual market
you are in. lise your present customer information to define your market. Ask
yourself the following questions:

• What product they arc buying? (lihu/), and

• Why they buy? (to meet what).

• What type of customers you have? (for whom);

• Where your customers are coming from? (where);

In this manual, we will define the product-market combinations. A complete
product/market definition includes the following:
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Fresh citrus drinks
. . ,. ".

A need for healthy and pure nature thirst-quellchers
All potential consumers who want high quality .fresh
drinks .. . . .. . ....

Jordan

Citrus juice concentrates .......•..................••.............
A need for healthy and pure natllre citrus
All potential consumers who want high quality
Weslern Europe

product-market definition:

product-market definition:· HAJCOcitrus juiCI:l\C()nc:enltrCites

Where?

Future possible
Development)

What?
To meet what?

For whom?

Future possible
(Diversification)

What?
To meet what?
For whom?

WJlere?

Future possible product-market definition: Tomato paste (Diversification)

What? Tomato paste

To meet what? A need for healthy and pure naturaltomato ...•.... .. ..•.. . .
For whom? All potential consumers who want hjghqLJafitYfl1~alswith

tomato
Where? Jordan

Define the product-market combinations for your own business. You can
define the product-market you are already in, and the ones you want to get
into. If you have more product-market, try to define them all. If you have many
products cluster them into related product groups first

Product-market I------------- -------------------------,
What?---
To meet what?----------------- ------------------------1
For whom?

Where?______--L ---'

Continued on the next page...
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Continued from the previous page ...

Product-market II

What?

To meet what?-------_._----- ----- - - - ---_.-

For whom?
-----~----

Where?

Product-market 1/1_______c--C , ----,

What?

To meet what?

For whom?

Where?

3.2 Segment the market
After defining the product-markets you are in or want to get into, you need to get a
more detailed insight into your (potential) customers. Use market segmentation to
do so.
The basic aims of market segmentation are to meet needs of subgroups, and to
improve customer loyalty and company returns.

To customise your marketing mix, identitY the differences between the customers

~n the ,market. yo.u a~e in or want to ¥ct Market segmehtationis'the subdividingdf
Into. CustonllsallOn IS bascd on the tact a. market into distinct and increasingly
that nobody is the same. Therefore it is homogeneoussubgrol.lpsofqustc!ffiers,
Important to identify and define the where anygrbupcan cOt1ceivably'be
different kinds of segments in your selected asatargetmarkettobemetWltha

. distinct marketing mix •.market through market segmentlltltm. ... .... ..
~-~-~~~-~~~~~~~---'

With market segmentation, you can define your target groups within a market, and
adapt your marketing mix to the target group(s). The main rule when you do
segmenting is that the consumers within a segment are as homogeneous as possible,
lind thal thc segmcnts arc as ditlcrcnt as possible. Another important rule is that the
segments are big enough to create sales potential. You can segment as detailed as
possible, but ensure that the segment has sales potential to support targeted
marketing effort.
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Factors for Segmenting Markets

In segmenting the total market, consider those factors that are common to each
segment. The following are some factors that you can use as a framework for
market segmentation:

• Geographic segmentation refers to dividing the market according to country,
region, urban and rural communities.

• Demognlphic segmentation based on elements such as size, age, education,
ethnicity, religion, composition and distribution of the population. Better­
educated people may have a higher willingness and ability to spend on natural
products. The natural cosmetics market could, therefore, be segmented on the
basis of education (HBC case).

• Psychographies segmentation divides the market according to consumer
lifestyles, activities, opinions and beliefs.

• Behavioural segmentation divides the market according to consumer
behaviour (product usage, consumer needs for certain benefits, price
sensitivity, brand loyalty, occasions)

• Benefit segmentation divides the market according to benefits sought by
consumers (clean teeth, belonging, beauty, and security).

As you can see, there are different ways of segmentation. It is not easy to decide
what segmentation factors should be used for a specific product or industry.

Besides the hotel market, HAJCO is thlrlklrlQ'Df
Jordan wllo want a high quality fresh drink, perhaps through To be
to segment the general population of Jordan, HAJCO developed a questionnaire for
potential consumers in the country. The questionnaire included questions Cibout the
household income, residence, the reason why customers would bUy fr€lsh citrllsjuic~s,

where they want to bUy fresh citrus juices? Whatth~yWC3nttopay foCit?etc.,.The>
questionnaire· was conducted randomlY,includinghigh andJoWincornepers()ns,a§
well as people from the urban and rural areas.Theoverallresulloftheisurvey shOWed
that people with relative higher incomes weremgieinterflstedlnfreshc:itrusdrinks\
than people with lower incomes. So the firstsegmentf~ctorwas'c1emographj<:'andi

based on 'income', HAJCO made two mainsegrn~nts (low and high incomes) .mel
decided that the high incomes were an interestingsegmemL.. . ..... .

.. '.' ,--."',",' .. , .. -, ,., , .. ,.,., ,',', '.'.' " --.

The high-income· section··was· segmented···again,butalongthedernograPhlcfad8r···
'age' into young, middle, and older people. These three segments had huge
differences between them; it was therefore useful for HAJCO management to keep all ,
segments in the research and analyse the differences further. Older people usually
bought their citrus drinks at the speciality stores in their neighbourhood,while families
bought their drinks in the elite supermarkets and youngerpeople atsporfclubs, places
of entertainment and school. .'. '.' ..

.. . . -". -, .... - .. ,.
:::-: ':,.:..>..: .. :,.:.

Ccmtinued on tile next page...
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H~::n;j~~ce:i'::::~e~;~~~~~e;;!!',?"""",,00?0II0i!iI[
The segments within. are quite homogenous,whilEfJhe differencesbetweenth~··
segments are. quite significant considering the differentbuyingplaces.<... .........<i
HAJCO obtained information about the needs and wants of. JordanianS,ir19Emeral.<
which would be useful in identifying segments for oHler future product, namely tornato
paste. This information was kept for later use.. • .•••••• ••• .• ...«
HAJCO initially zoomed in further on the segment 'buying places', by fOcusing bh
different types of sport clubs and entertainment that younger people JrequenU
However, the company soon realised this would make •the::iegmentsto(;)$rnaUand
detailed. Such detailed differentiation, wouldmakeitdifficultlatertQmarkettheir
products to. HAJCO felt that the segments, as identified now,weresufficienUy<
homogeneous while the differences in buying behaviourvvas sLJffidentto approach
them separately with their marketing mix. .. .. . . .. .. . .

The results are summarised in the following table:

SchQol, cinemas
&sportclubs.

Elite Tasty; Healthy not
supermarkets & to get old. for •
restaurants. Ilinch boxes ....

tons
250mlcar

250ml &
1litre
cartons

Middle High 26-55 Often
age

Senior High >55 Little
citizens

i'~~:;11~~~~~
Often 250ml

1--:-:-__-+-:-:-:-:-_-+=a9~. cartons
Young High 13-25 Little 250ml

cartons

3.3 Identifying and selecting the target groups
In this section, we will discuss how you can identify and select interesting target
groups from the segments identified earlier based on the criteria of segment size and
market growth. Fortunately, we can obtain a lot of data on the size of markets,
especially demographic data. Some possible product-markets may have almost no
market potential Without hard facts, we risk aiming at such markets.

The most etlcctive and reliable way to identify your (potential) customers/groups
(and get morc information on their behaviour) is to ask them directly. Interviewing
(by telephone or face-to-face) or using a questionnaire are two tools that are very
effective Intervicwing (potclltial) customers produces a higher response, but also
takes a lot of eHart to perform If your organization is not able to interview
customers, you might consider using a market research company, or hire someone
to do it. Another lIsenJl way to identify target groups is through the use of national
statistical and census data.
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~h~~t~n()()fthi~M6df1l~itijll~y§qffl§t~~~§ijf\~§rl~ij~~il.§l:ffi~tIlf\II
········researell.. ':':;:•.•:>::».:.::::::..:

The total High Income by age group:

• Youth: 25%
• Medium aged (25-55): 45%

• Senior (>55): 30%

The future projections (8 years from now) are indicated

• Youth: 30%

• Medium aged: 50%

• Senior: 20%

Based on the above information, you can see that the youth is smallestgroup whose
percentage will increase in 8 years time. Over the same period, the seniorgroupwill
decrease by 10%. The medium-aged group is the biggest,>

.. ,.. ,. ... ,:-' -- .,:,:,::,::-::::<.',-:>}<:::."
HAJCO decide to select the youth and medium-agegpopulation,astMirtargef
groups, as they will become the two biggest groups in the future.

Based on the example, which factors would you use to segment your market
for your products and why? Which important questions would you ask your
(potential) market for segmentation? Which segments could you identify?
Which target groups would you identify?

Factors to segment your business (give explanation.)

Continued on the next page...
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Continued from the previous page...

Questions to ask your (potential) customers:

Identification of segments (and additional characteristics / information):
Type:

Size and market growth potential for each market segment:

Important statistical information that influenced choice of segments:

Can you define the target groups (present or future) of your (potential) target
markets based on your market segmentation and the statistical information?
Please explain:

Choice of target groups:

Selected target groups based on the statistics please explain:
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3.4 Analysing Competitors

3.4.1 Why is it important to identify your
competitors?
In most cases, a company will not be the only one offering products to the
market. Consumers have different choices to satisfY their needs and wants.
If you are able to satisfY those needs and wants better than your
competitors, you can create a strong market position. Next, you have to
study your competitors operating in the same target market. Although you
might think that your product is so unique that you might not have any
competition, it is better to check that first. rf you know your competitors,
you will be able to compare their goods/services with yours, and you will
be able to formulate your strengths and weaknesses. Understanding your
strengths and weaknesses will help you to make strategic decisions, and
show your cllstomers your competitive edge

3.4.2 How can you identify your competitors?
a) Gct information from statistics, databases or by acting

liI\c a consumer:
There are some practical tools to identifY your competitors. You can
start by reading through industry reports, to see which companies are
in the same business
Besides the market information you might get from public or private
companies, you can act like a potential customer and try to contact the
competitors that offer the same products (by phone or by using a
person competitors do not know). Try to find out what and to whom
they are offering products, and what they think their competitive edges
are, ask them why you should buy from them and not from other
suppliers

1. How do you currently analyse your competitors?

2. Where do you get the information?
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b) Get competition information from your own (potential)
customers
The more effective way of getting information is to ask your (potential)
customers about your competitors. You can do that by developing a
questionnaire or visiting them (if you only have a few (potential)
customers). After you have identified your (potential) competitors,
make a list of all the competitors and their features. The features you
should list depend on the business you are in, and the elements that
your (potential) customers think are important in their buying decision.
If for example, you are in the car sales business, the features might be,
showroom surface area, location, number of showrooms, parking
facilities, service center, assortment, after sales services etc.

In general, you need to analyse your (potential) competitors as detailed
as possible. The more information you get from your competitors, the
better you can position yourself in the market. If you want to develop
new markets or new products, it is recommended that you do the same
analysis.

From your competition analysis, you will know what your customers
think is important in their buying process. If you are able to satisfY the
important buying elements considered by customers better than your
competitors that is your strength or a competitive edge. Let us try to
find the competitive edge of HAJCO.

Hana Juice Company (HAJCq)Ltd.<

HAJCO actuallydidn't know who its competitorswere.Ther~f6re,theyfirstJs~da
national database from the Jordan Chamber of Commerce, <or Jordan Chamber of
Industry to identify all suppliers of citrus drinks in the country. HAJCO management
then used the 'industry key success factors' as the core features to be used for the
competitor analysis. They also brainstormed With. theirmanagernentteamtolo9KJpf
other important features in the. citrus drink •• businE3ss.ian(jthE3yialsoaskedpre~ent
customers. <hotels) what they thought were important influencestotheirtluyinQprog~§s .•••··
Th E3n. they called their compE3titors and. acted like a pot~nti(lIcustom~rtandaskedthem

who.their clients were (asked for references).howtheycoHI(jfulfilth~bllyingbehavioyr
of customers,and HAJCO.asked what the. competit?rSJhoughttheirqompetitiv~~dges
were, With that information, HAJCO developed amatr;)(; andfilledjnther~sults
tOgether with their own features. . . ..... . ..

Some of the results where as follows:

A~> .•.. ..•.. .. Supermarkets
. IVI fll~C' I~ms Hotels Hotels

Jordan Jordan
..
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local storesSupermarkets
. Hotels

1"';~rI ,n ....; . .. ~~.~'.... :...... IJordan .....: .....•. I I
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By distributors
extra charge with
small amounts

Yes, only large
accounts and 30
da s

Low

Low

Wide fruit drinks

No

Based on volume·
max 10%
Bythemselves

No

Yes

Personal,
large
accountants
by Mrs. Hind

......• Small

,........ ,... ... , Yes

TeC~ll(jl(jgy Traditional

[)istrip4tion Own truck
sy~t~{ll

33

Quality· ••• ·•• · •.... Very high

Average

Crist control .. Average

f-'F_e;..;..a...;...tu:.;...:r;....e_.·· 1H;....A_J-:..C-'-O_·_-'+~'-'

Material Jordan
supply Valley

++

free of charge
(only large

~~~~ll~:~:::lamounts)Il Yes, 30 days No

What do you see as the main strengths of competitors1
the strongest competitors forHAJCO? Why? .
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Perform the competition analyses for your own business, and write down your
competitive edges and those ones of your direct competitors.

Yo~Pb~sine~~ ..••.•..

My competitive edges are:

The competitive edges of my direct competitors are:

4. Product Positioning

Now that you have insight into the buying behaviour of your target markets, and also
detailed information about your competitors, you have to position yourself in the market
through product positioning

Product positioning is the effort aimed at creating and maintaining in the minds of target
customers the intended image of the product relative to other brands, so that the target
customers will perceive the product as having the attributes they want.
Imagine that you are looking at a map of your country with signs of towns dotted on it.
You call tell each or the tOWIlS is located either ill the east, west, north or south. The same
can be done with products of different entrepreneurs offering products in the same market.
You can plot where your products are situated on the map in comparison with your
competitors The plotting is done on the basis of attributes that satisfY the needs of
customers, e.g. positioning by product attributes (features), positioning by use or
application and positioning by product class.
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A positioning map shows the positions occupied by your products and competitor's
products in terms of certain consumer attributes. It is developed using consumers'
perceptions of the attributes of those products. The positioning map suggests where gaps
exist, and where new brands can be positioned. It, therefore, acts as an indicator of
business growth opportunities for your business to take on.

To be able to posJllon yourself in a market, you should know your own strengths and
weaknesses, especially those strengths and weaknesses that have an influence on your
competitive edge The marketing department can then, check whether the marketing mix
should be revised to adjust to the product's position. The most effective way to identitY
your strengths and weaknesses is to take the buying behavior elements of your target
market. For each buying behavior element, you decide if your business performs better or
weaker on that element.

The following figure provides an example of a positioning map usmg two attributes;
quality and price.
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Can you position yourself like HAJCO did for its market on price/quality and
possibly other important factors?

1. . .
---_._--~- --~----I --------+-------1------1

2 ..
·-----.. ····---·-·f-------l-----j------+-------j

3 .

4 .

Continued on the next page...
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Continued from previous page...

High

High
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5. Chapter Summary

Market scanning is getting and analysing all-important information about the market you
are in or want to get into. This information is important, as it enables you to make
profitable strategic decisions 'to make things happen'. If you have the right information
and you are able to analyse it, you can predict the future demand and supply forces that
might influence your product-markets.

Market scanning is a continuous process, and should therefore, play an important role in
your daily business.

Decisions on growth strategies have a great influence on your business operation. If you
analyse your market extensively and base your strategic decisions on that market
information, you will increase the chances to be successfill.

Market information must at least focus on the following market features:

a) (Potential) cllstomers

b) (Potential) competitors

c) The Industry

The following steps can be taken to analyse your present or future market:

a) Define your (potential) market

b) Segment your (potential) market

c) Identify and select your target groups.

d) Identify competition in your (potential) market

e) Position yOllfselfin the market
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MARKETING STRATEGIES FOR

GROWTH

In order to expand your market, you must have clear objectives for your business; those
objectives will be your guidance to reach your ultimate goal of expanding your business.

Marketing strateg;e~' discussed in this module
depend on strategic options available at your
marketplace for growing your markets

... _, _ __ , -.

Strategy Isabroadd)lan by which an
organization airns to achieve one o{rnore
of its objectives by matching its activities to
its resource capability andlhesurrounding
environment. . .. . .

What you will learn in this chapter •••
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1. What is Marketing Strategies for Growth?

Marketing strategies for growth is about:

• Analysing the available strategic options a marketer has, to reach a defined
organizational growth goal.

• IdentifYing the most suitable option, or a combination of suitable options.

• Planning and executing the product, pricing, promotion, and distribution (the
marketing mix) of goods and services, to create market exchanges that satisfY the
identified goal.

.,

2. Setting marketing related business
objective(s)

In order to make the right marketing growth decision, you should know the long and short­
term marketing objectives that are set in your strategic business plan. If you have already
set those objectives please write them down in the following Activity and Exercise. If not,
take some time here to develop such objectives for your business; those objectives must·
reflect your strategic choice from the three generic strategies i.e. cost leadership strategy,
diO'cl'cntiation stratcgy and foclIs stratcgy discussed in Strategic Management module.

Sharttenn

Customer orientation
• Maintain at least 95% of current clients .•....

over the next 12 months .. ... .... ..
• Distributors are always answered by

phone; Quotations are sent within 24 .
hours; deliveries are reduced to 2 days .
by the end of the year· . .

. Continued on ~he next~ag~.. :·

Long term

Customer orientation
• Increase re-buy of customers to

90%
• Delivery to distribution channels

within 2 days of request

Hana Juice Company lnJ"'I.... 'uLl

Mr. Jameel refers back to the objectives he
Strategic Marketing module and identifies the m<lrl"'ltin.... fPI:::lfpl1 obiiecl:ive:s:1
them down below:
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Continued from

Long term

Competitive position:
• A growth of sales turnover of 25

percent per year
• Citrus juice has entered new local

markets within planning period and
achieved higher market share in
current market

• Segmentation of products from
tourism market to local markets
within planning period

Competitive position: . .
Sales growth of 25 .. % in next 12 .•
months

• Market share. in the hotel market·
reaches 40%1 in 12 months .., . ..•.•... . .

• First· development phase of tomato '.'
paste completed by next year.
Market research on customer profile
conducted; existing product achieves'
1 millionJ.D sales with current and
new target group in year 1.

For example; objectives for your own business could be for example: a growth of sales
turnover of 15 % per year; a new product line introduced within the planning period; an
incrcase in rc-buy of customcrs to 90% etc. The marketing related objectives are what you
aim to achieve through your marketing efforts.

Write down your business's marketing related objectives:

Long term objectives:

•
•
•
•
•
•
•

Short term Objectives:

•
•
•
•
•
•
•
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3. Marketing strategies for growth discussed in
this module
The marketing strategy employed by you as a growth-oriented entrepreneur is essentially a
function of the overall growth option chosen by the business (low cost strategy,
differentiation strategy, differentiation focus or low cost focus). You have the
following basic growth options: You can either produce more of the same goods and
services, or produce different types of goods and services, or do both. In all cases, you
need to attract new customers and/or attract existing customers to buy more from your
business

Growth-oriented entrepreneurs have the following basic marketing growth-options
to reach the business growth objectives:

• Market Penetration (increasing the market share of existing products In existing
markets).

• Marl{et Development (find new markets for existing products).

• Product Development (develop new products for existing markets).

• Diversification (develop new products for new markets).

MarlH.-ting Strategies for Growth

MARKET

I­o
::J
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o
t:t
0.
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4. How "Marketing Strategies for Growth" can
help to expand your business
Marketing strategies for growth can help you in various ways to expand your business:

• A smart choice of one (or a combination of more than one) of the marketing strategies
for growth will increase your sales volume. As 11 result, you will strengthen your
linancial resources to be used in expanding your operations.

• Assess the implications of the essential growth options for the marketing function
first, and before planning the detailed activities of the marketing management process.
As II result, the risk of Illilure of the marketing drort is likely reduced.

• Focus the marketing effort on one or several clearly specified goals, and to control
progress with the help of performance indicators. As a result, the marketing effort has
clear direction and is transparent.

• Visualize the interrelation between product, price, place and promotion. As 11 result,
the marketing mix is likely to be more coherent.

• Allocate resources efi1ciently; by translating the planned marketing mix into a
tillldabic or activities and assigning tasks and inputs clearly for each activity. As a
result, the marketing efrort will likely render better results for less money.

The figure shown in the next page summarizes the rational behind the structure of this
module, at the tirst chapter of this module you are asked to write down your current
marketing mix (the 4Ps), at the beginning of this chapter you are asked to set your
marketing related objectives, then the coming chapters from 3-8 will help you
understanding and selecting the appropriate marketing growth strategy for your business,
and you will be asked at the last chapter of this module to write your marketing plan (4Ps)
to retlect your strategic choice.

Marketing Strategies for growth visualized
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5. Chapter Summary
Marketing strategies for growth is about:

• Analysing the available strategic options a marketer have to reach in order to reach a
defined organizational growth goal.

• Identifying the most suitable option or a combination of suitable options.

• Planning and executing the product, pricing, promotion, and distribution (the
marketing mix) of goods and services, to create market exchanges that satisfy the
identified goal.

Ma.-JiCling Sh"alcgies for g."owlh can help you grow your husiness by:

• Increasing your sales volume, this will strengthen your financial resources to be used
in expanding your operations.

• Assessing the implications of the essential growth options first, before planning the
detailed activities of the marketing management process.

• Focusing the marketing effort on one or several clearly specified objectives, and on
controlling your progress.

• Visualizing the interrelation between product, price, place and promotion so as to
ensure coherence in efforts.

• Allocating resources more efficiently, by translating the planned marketing mix into a
timetable of activities and assigning tasks and inputs clearly for each activity.

From a strategic marketing point of view, if you want to grow your business, you can
choose from the following strategies:

• Market penetration.
• Marl{et development.
• Product development.

• Diversification.
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THE PRODUCT-PORTFOLIO
ANALYSIS

Now that we have learnt how to scan our (future) business environment in chapter 2, we will
now show you how to use this information to create a successful and balanced product-portfolio.

What you will learn in this chapter...
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1. What is product-portfolio analysis?
From a marketing perspective, there are two main criteria to assess the current (and future)
business performance, namely:

a) Products
b) Markets

Product-portrolio analysis helps you to understand the general growth potential of a
product and the growth potential of the product within a specific market. One of the
purposes of the product-portfolio analysis is that you will build a balanced product­
portfolio. With a balanced product-portfolio, you will improve the chance for success by
making balanced strategic marketing decisions.

2. Why is product-portfolio analysis important to
the growth of your business?

Growing your business means that you are going to invest in (present or new) products for
(prcscnl m ncw) markets. If you wcrc going 10 invcst, you would like to know if your
investment would have an attractive 'return on investment' (also will be discussed in the
financial management manual). Therefore, you should know if your product would have
enough growth potential (demand), and if the product would be able to create an attractive
market share in the market (supply). Based on that information you can make better
strategic marketing decisions. For example: If you know that the demand of the product
you sell or want to sell will not increase any more and that the competition is high, why
would you invest in that product?

Before making marketing growth choices, it is important first to know the status quo of
your business portfolio In this chapter we will help you to use a product portfolio analysis
based on two tools: the product liCe-cycle (PLC) that gives you the opportunity to analyze
the present position of your producl(S) and the BeG matrix that helps you to identifY your
position within the market (of those products).

Product-portfolio analysis enables you to make strategic marketing (investment) decisions
on products or SBUs (strategic business units) on the basis of the two most important
criteria: growth rate (or growth potential) and market share. The objective of a product­
portfolio analysis is to create a well-balanced product-portfolio, which makes it possible to
create a high market share in a growing market and with that, a successful and profitable
company.

To expand your business by increasing sales you should search for growing markets and
try to create a profitable market share. Always look for growing markets, and then try to
increase your market share in that growing market.

Understanding the life cycle of a product makes it possible to identifY the stage your
product is in, so that you can also predict when it reaches the end of the maturity stage or
the start of the decline stage. By following your product in the different stages, you will be
able to look for new opportunities and make decisions for the right strategy in time. The
strategies you can follow will be discussed below.
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The product-portfolio matrix helps you define a specific marketing strategy for each single
product (line). It shows the stage/cycle of every product-market combination. Companies,
which have a wide range of products, should be aware that their portfolio is in balance.
That means that you have at least some products in the categories 'stars', cash-cows, and
question marks. Having some 'cash cows' that generate a lot of cash is necessary to finance
the "introduction" period for your new 'question marks'.

3. How to analyse the product-portfolio
The process is graphically illustrated below:

Whilst the process might seem cumbersome, as stated earlier we have two important and
'easy to use' tools to assess your present business situation, on which we can base
strategic marketing decisions. We will discuss both tools, starting with the Product Life
Cycle-tool.

3.1 The Product Life Cycle model
The Product Life cycle identifies the growth stages of your product. The objective
of this model is to realize that products have a life cycle like human beings (the
lengths of the life cycle differs for every product), also to identify where in the
life cycle our products currently are. We should therefore have an appreciation of
the stages and examine how they impact on the product that we have on the
market. Technological products have a shorter life cycle than non-technological
products.

Products generally go through a series of four life cycle stages: introduction,
growth, maturity, and decline. We will explain the four stages briefly:
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a) The introduction stage

A period of slow sales growth as the product is introduced in the market.
Profits are non-existent at this stage because of the heavy expenses incurred
with product development and introduction. Marketing activities in this
stage are focussed on persuading early adopters to buy, promotional pricing
or market skimming, limited distribution channels, and promotions aimed at
educating potential customers about product type and sales promotion.
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b) The growth stage

Alter the introduction stage, the product enters its growth stage. This is a
period of rapid market acceptance and substantial profit improvement.
Consumers accept the product and begin to adopt it in greater numbers. The
marketing strategy is about building sales, market share, providing value
adding services to enhance value, increasing distribution channels, and
heavy promotion with messages focusing on brand benefits and advertising.

c) The maturity stage

This is a period of a slowdown in sales growth because the product has
achieved acceptance by most potential buyers. Unfortunately, success
attracts competitors, so the market leaders lose market share and profits
stabilize or decline because of increased marketing outlays to defend the
product against competition. The marketing strategy is to defend the brand
market share, seeking growth by luring customers from competitors, adding
other product features, lowering prices (to ward off competition), and
promotion focusing on product differentiation and heavy sales promotion.
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d) The decline stage

Tn this stage, customers are looking for new products, sales show a
downward drift, profits will erode and most of the competitors will exit. The
strategy at this stage is to limit as much as possible costs, seek ways of
making the product 'new again'. One could consider having a low price to
sell off remaining inventory or a high price if a niche market still exists.
Distribution channels should be limited to serve niche markets (if they exist)
and promotional costs should be minimal.

Hana Juice Company (HAJCO) Ltd.

HAJCO plan to introduce its high quality citrus juice to the supermarkets and
restaurants. From the competition analysis in chapter 2 we found out that there are
some competitors in the citrus juice market, but they do not offera 1000/0 pure citrus
squeezed drink. The demand for citrusjuices isstill growing. but alsothenumber of
companies who want to enter the market. The demand for fresh and pure citrus juices
is good and there is still no direct competition.

HAJCO conducts an assessment of their fresh citrus juice within theproductHfe cycle
concept. HAJCO considers the fresh citrus juice as aproduct that is about to end the
introduction phase and to commence the growth phase. In the introduction phase.
according to the life cycle concept, the following featureS applied; . .

• HAJCO incurredcostsforthe developmenland introductionofthl;!product
• Marketing focused on' persuading the hotel markef{the earlya<:1optersfor this

product) to buy

• Pricing was mostly low (promotional) so as to attract customers

• HAJCO had limited distribution channels

• HAJCO developed promotional materials to educate the hotel business about
their product

. , . ' '. - ,. ,.

Now HAJCO perceives they are entering the growth stage for citrus juice. The hotel
industry is adopting the product in greater numbers. and HAJCOperc:eives interestfor
fresh citrus juices is also developing with certain parts of the local population. The
marketing strategy in this phase istased on:

• Building sales and market share in existing (hotel) andnew>rnarketS(IOCal
consumers)

• Providing value added services such as fast delivery

• Increasing distribution channels
• Heavy promotion to create a brand name in the local m:Hkj~f

citrus juice.

49



STRATEGIC MARKETING MANAGEMENT Chapter 4: The Product-Portfolio Analysis

Now that we have identified the growth stage of the HAJCO fresh fruit drink product,
can you identify the growth stage of your product(s) or product lines?

ProducttYpe . Growth stage E:xplaliati()I1<··········

-.-..---------1-----------1

What are the main implications for your marketing strategies following the positioning
of your products? Use the description of the various growth stages to identify the
main points.

... ....•.................•...•..•

3.2 The product-portfolio matrix
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The product-portfolio matrix helps you to make the right strategic marketing
decisions to create a well-balanced and profitable product-portfolio necessary to
grow your business.

The two determining variables are growth rate and market share. These are the
two single most important criteria on which marketing investment decisions should
be based.

The growth rate can be identified by sales statistics. If the market growth rate is
more than 10%, it is considered' high'. You can define the market share by dividing
your market share into the market share of the market leader. For example, if you
have a market share of 30% in a specific market and the market leader has a market
share of 40% your relative market share is: 75% (30/40 x 100)

There is a clear difference between the product life cycle concept as discussed in
the previous section and the product-portfolio matrix introduced here. The product ,
life cycle model gives you general insights into the life span of the product of your
and other companies in the industry in the market. The assessment is general
because it does not compare your business with other businesses, nor does it look
into the future. This product portfolio matrix, however, deals with the present and
future situation of your product-market, and assesses your product-market against
that of others (in particular the market leader). Therefore, it is recommended to use
both tools (pLC and BCG matrix) to assess the situation of your products and
markets.

The product-portfolio matrix identifies four categories/ stages of a product
(product-market combination) /SBU which place particular demands on marketing
resources, and have differential potential and call for different strategic marketing
options.

The following categories can he ideutified:

• Stars: in this category, products have a high market share in a high-growth
market

• Cash Cows: products with a relative high market share that were probably
'stars' once, but there is now little growth in the market.

• Question Marl,s: products, which operate in high growth markets but have
low relative market shares.

• Dogs: products that have weak market-shares in low-growth markets.

The circles in the matrix refer to the present sales share in your company. The
bigger the circle, the bigger the sales share.
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Life cycle of the product-portfolio matrix

The product-portfolio matrix is a kind of life-cycle model. Most businesses and
their products start as question marks as the company tries to enter a high growth
market in which there is already a market leader. But if you have developed a new
product (for example an invention) in a growing market, you could be the only one
in the introduction stage. Your market share will be high, and your product starts as
a 'Stell".

A "question ma"''''' requires a lot of cash to keep up with the fast growing market,
and in order to overtake the leader. If the company spends its money the right way,
it may overtake the market leader.

If the market share has increased, the product becomes a "star". The company
must spend substantial funds on the star to keep up with the high market growth
and tight otr competitors' attacks.

After a while, when a market's annual growth rate falls to less than 10% the "star"
becomes a "cash cow". The company then does not have to finance a lot of
capacity expansion because the market's growth rate has slowed the product
generates a lot of cash. Moreover, since the busincss is the market Icader, it enjoys
economies of scale and higher profit margins.

If the market does not grow anymore, the product slowly becomes a "dog". In most
cases, "dogs" are eliminated from the company.
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3.3 Considering the different marketing growth
strategies per. category

After having analysed your products and markets, it is now time to consider the
appropriate marketing growth strategy. There are no specific theories or rules for
developing a marketing growth strategy for each category. It depends on the
generic strategy of your business, the specific market features, funds available, etc.

However, we will give you some strategies that can be considered and used to make
your own decisions.

3.3.1 Question Marks (low market share, high
market growth)

Most businesses start off as "question marl\.s" as the company tries to
enter a high-growth market in which there is already a market leader. A
"question marl\." requires lots of cash because the company has to spend
money on plants, equipment and personnel to keep up with the fast­
growing market. The term "question mark is" appropriate because the
company has to think hard about whether to keep pouring money into this
business.

\Vhich mar){eting strategy to foUow?

If the market potential looks profitable, you have to decide whether you
are going to invest in the product to increase your market share and up­
grade your product to a 'star'. Try to find out if your company is able to
fulfil the needs and wants of customers better than the present
competitors (identifY the needs and wants of the target market and your
own strengths and weaknesses) If the analysis results are positive, you
will have to invest in promotion and price-cuttings to win market share.
Attracting customers through more intensive distribution, increasing
promotion, and price competition and keeping them with your
competitive edges are a market penetration strategy. Companies mostly
use this marketing strategy with a product in the question mark stage. On
the other hand, if you have relatively many "question marks", you might
have to make a choice of which product you are going to invest in.

3.3.2 Stars (high market share, high market growth)

Having a "star" does not mean that you also produce a positive cash flow
for the company, because you must spend substantial funds to keep up
with the high market growth and fight ofT the competitors' attacks.
Keeping this high market share is important because the best profits come
after this stage. It is usually at this stage that a company considers a so­
called 'hold' strategy, where you invest in modern production systems,
efliciency programmes and marketing programmes just to keep your high
market share.
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Which marl{eting strategy to follow?

The lowest-risk strategy to follow is also a market penetration strategy,
although you have 'penetrated' already at the "question mark" stage, but
in a different way. Because of the fact that the potential sales are still
increasing (high growth rate) you have to attract and keep those new
customers to maintain your present high market share. At this stage, you
should focus on customer loyalty and brand awareness (explained in
detail in the next chapter). Creating a brand name is an effective (but also
difticult) way to attract more customers without discounting. Your
company is already enjoying economies of scale (due to the high market
share), so discounting could also be used to keep the competitors (with
their question marks) away

If your product-market is already a 'star', and you have invested in
modern etliciency/quality systems, you know that your product-market
will become a "cash cow" one day. Remember to keep your market share
during your 'star' stage.

If the product already has established a sufficient brand reputation and is
likely to become a 'cash cow' soon, you could also contemplate a market
development strategy for that product (see explanation under 'cash
cow').

3.3.3 CaSh-Cows (high market share, low market
growth)
Your business is really enjoying the economies of scale and higher profit
margins, since you do not have to invest a lot of cash (as you did in the
star stage). Competitors will not enter your market anymore (if they did
their market analysis). Therefore, the cash you will receive can be used to
maintain market share (if necessary) or otherwise you can use it to
develop new marketing strategies.

Which marl{(~tingstrategy to follow?

Because of your economies of scale, you can consider a marl<et
development strategy for that specilic product. You may look for new
(growing) markets to enter. Your products would start as a question mark
in those new markets but can grow fast to become a 'star'. In addition, a
marketing strategy uses your present high market share or brand name to
introduce new products. The product life cycle for your product is
approaching the end of its life so your customers will be looking for new
initiatives. If you 'followed' your customers' changing needs and wants,
you might already know what they are waiting for. Therefore, in that case
introducing a new product in your existing market that is financed by
your 'cash cow' can be very attractive. Thus, a prodnct development
strategy can also be an option to take into consideration. Beware that you
will have new competitors!
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3.3.4 Dogs (low market share, low market growth)
I Dogs' typically generate low profits or losses, although they may
generate some cash. You should consider whether you are holding on to
this 'dog' for good reasons (such as an unexpected turnaround in the
market growth rate or a new change in market leadership) or for
sentimental reasons. 'Dogs' often consume more management time than
they are worth and need to be phased down or out. In some cases, 'dogs'
can be attractive. This is for example the case if competitors withdraw
from the market quickly because of high costs or if the 'dog' product is
required by customers along with another -more profitable- product.

Example: if your company still sells videotapes for old VCR's and sells
protitable software solutions for transferring old recordings to new
videotapes it can be useful to keep the' dog',

Which marlieting stnltegy to follow?
If your product can be identified as a 'dog', most companies would
prepare an exit strategy for that product. There are cases when the
entrepreneur only has a 'dog' portfolio, and the entrepreneur wants to
keep on running a business. Apparently, the company mainly operates in
low potential growth markets and has not had the ability to increase
market share or to develop a new strategy in time. The company may
consider developing new products in new markets called diversification
(which is a high risk strategy). In that case most companies choose a
market and a product that has something in common with the business
they arc/were in.

Example: Philips' introduction of personal computers (electronics) -away
from the traditional Philips' TV and radio product-markets-, or the
acquisition of Rover (cars) by British Aerospace (transport).

In the above examples, we only showed you the relatively low-risk and
logical options. We have not given you a clear definition or rule as to
which marketing growth strategy to follow. The basic rule to follow is
that if you want to grow it is recommended to have a balanced product­
portfolio by following the product-portfolio cycle.

Hana Juice·Company(HAJCO) Ltd.
> .. :::.-, ...:<>-« :.. ',:',:,',,-,,' ...:...:.' ',,::: <>.::::::':,:.-:>':':-::..

HAJCO specializes in processing citrus .likelemon,Orange,andgrapefruit.Theirrnain
products are high quality citrus juices. The keyclientsareelitetourisLhotels.The
market share of HAJCO citrus juices in the market isstill low. HAJCQ'srnanagement
contemplates to sell citrus juices to a wider market rangeJhroughmainsupermarket
chains in Jordan. HAJCO is, therefore,planning to move away from its current 'focus
strategy' whereby the company only serves the higher-end. tourist market in Jordan. A
trend watcher from the U.S. found out that people in the world areibecoming
increasingly health-minded and that the 'back to nature' feeling· is coming up. .

Continued on the next page.,;
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.. -- -- ,.-.

HAJCO could also plan to develop new products such as tomato paste andsell~thes~
to a wider public as well, HAJCO should try to gradually build a balanced portfolio with
products in the various parts of the product-portfolio matrix. 'Cash cows'shouldbe
funding new products (question marks) and the promotional. efforts required for 'stars'
(branding). However, HAJCO realizes that currently they do not have' cashco'Ns'and
not even' stars' yet. That means that HAJCO will find it difficult to generate the funds to
make the citrus juice a 'star', and even more difficultto introduce new products. HAJCO
will need to go step by step in order not to run out of cash~· .

Taking all of the above into account, HAJCO decides for the following rnarketing
strategies:

Hana Juice Company (HAJCO) Ltd.
Continued from the previous page...

. . , .' '. " ,. ., .

According to the information from the trend watcher and the fact thafthe salesof HAJCO
citrus juices will be growing in the supermarkets, it can be said that the growth potential···
is high (> 10%). The market share of the market leader (in the hotel market) is 60%.
HAJCO's market share is expected to be 20% and the rest is from other players. Based
on this information HAJCO prepared the following matrix:

product-market Growth rate . MarketsharE!
Citrus-Il~cefo-r---··30% ----- 20o~

supermarkets and HIGH LOW
restaurants.

Star

Cash cow

Graphically, the product-portfolio of HAJCO looks as follows;

Product-portfolio citrus juice market for the Supermarkets sector(cJ:::dtrUs
juice)

Continued on the next page...
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Hana Juice Company (HAJCO) Ltd.
Continued from the previous page..•

Conclusions:

The market for citrus products and in particular Citrus juice is growing fasLHAJCO still is
a small player in the market compared to· the main citrus juice providers. HAJCO will
introduce its citrus juice to the supermarkets and restaurants very soon, and is now
embarking on a differentiation strategy, which means HAJCO sells premium products to
a wider public. HAJCO should always consider its competitive strengths as identified in
the strategic management manual, such as its quality product, its closeness to quality
citrus and its traditional technology.

As far as the citrus juice is concerned, based on the segmentation conducted in chapter
two, the wider pUblic, in addition to hotel guests, can also provide a high income source
when the product is aimed at the middle age group (26·55) as these potential customers
seek longevity through healthy whole (natural diet), citrus fruit juice falls into this
category. This market. could be reached through up-market supermarkets,. and
restaurants.

HAJCO could also plan to develop new products such as tomato paste and sells these to
a wider public as well. HAJCO should try to gradually build a balanced portfolio with
products in the various parts of the product-portfolio matrix. 'Cash cows'should be
funding new products (question marks) and the promotional efforts required for 'stars'
(branding). However, HAJCO realizes that currently they do not have' cash cows' and not
even' stars' yet. That means that HAJCO will find it difficult to generate the funds to make
the citrus juice a 'star', and even more difficult to introduce new products. HAJCO will
need to go step by step in order not to run out of cash.

Taking all of the above into account, HAJCO decides for the .•• following marketing
strategies:

• Market penetration for the citrus juice to make it a'star' and then 'cash cow'.

• Gradual market development for citrus Juices to new markets, such as
supermarkets and restaurants for the new market of local 'medium aged, high
income earners, who !lave a healthy life style and five in urban areas/and in
addition the young and sporty who can be reached through gyms and sport
facilities'.

• Product development for possible other products such as tomato paste. The
investment cost for the development of this product is fairly low, and can be
done without incurring major costs. However, HAJCO will go slow in this area,
test the products first, and wait with the real introduction until the citrus juice
starts reaching the 'cash cow' phase.

• Diversification through the development andsales of citrusjuice concentrates
will have to wait 10nger.HAJCO realizes thatthecombinationofdeveloping a
new product and then exporting it will be more complicated/and more costly,
given the efforts to find export markets and •the quality standards required for
export products to the Gulf and Europe; This strategy will therefore be pursued
in the medium term after citrus juice has become a 'cash cow' andaftertomato
juice, has been successfully introduced in the local markeLThestrategy would
then start with product development for dried citrus juice concentraleS,and
after they have been sold successfully in the local market, market development
through export could then be considered.

57



STRATEGIC MARKETING MANAGEMENT C/lapter 4: Tile Product-Portfolio Analysis

Now that we have shown you how to analyse the product-portfolio for HAJCO, we ask
you to do the same for your company.

Please fill in the matrix below.

Product-market Growth rate Market share Category
% %

'" '" '" .... , ............. , .. , .........
% %

... ... ... .... , .............
% %

... ... ... ... " -............. .............

Based on the information of the matrix, please fill in the figure:

Product-portfolio for the in , .

Star

Cash cow

Conclusions based on the above figure:

Continued on the next page ...
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Continued from the previous page ...

Which growth strategies(s) can be taken into consideration?

Product-portfolio for the in ..

Conclusions based on the above figure:

Now consider your generic strategy as developed in the Strategic Management manual,
as well as your distinctive competencies. Based on the above, which growth strategies
can be taken into consideration?
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4 Chapter Summary

Chapter 4: The Product-Portfolio Analysis

In this Chapter, we explained the importance of product-portfolio analysis and how it
assists you to grow your business.

The objective of product-portfolio analysis is to create a well-balanced product-portfolio,
which makes it possible to build a high market share in a growing market and with that, a
successful and profitable company. To be able to conduct product-portfolio analyses, you
should identify the growth potential of your product-markets, and have insight in the
sales and relative markct shares of those product-markets.

There are two important and onen-used models, which will help you, make the right
strategic marketing decisions to design the right product-portfolio:

a) The product life cycle model, which helps you to identify the growth stages for
your product.

The product life cycle identifies four different stages:

• The introduction stage,

• The growth stage,

• The maturity stage,

• The decline stage.

IJ) The product-portfolio matrix that helps you to categorize the product-market(s).

The product-portfolio matrix identifies four categories:

• 'Qucstion marks' (low market share, high growth potential),

• 'Stars '(high market share and high growth potential),

• 'Cash cows' (high market share and low growth potential) and

• Dogs' (low markct share and low growth potential).

All hough there is no standard approach for choosing the right marketing growth
strategy, these are the possible growth strategies to apply after having conducted the
product-portfolio analysis:

• Market penctration (mostly used when a product is a 'question mark' or a 'star').

• Market development (mostly used when a product is a 'star' or a 'cash-cow').

• Product development (mostly used when a product is a 'star' or a 'cash-cow').

• Diversification (a high risk strategy that is not often used but can be applied when
all your products are 'dogs').
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MARKET PENETRATION
STRATEGY

Marl{cting St.-atcgics for Growth

MARKET

I­
o
::::>
o
o
0:::
a.

CURRENT

One of the strategic options you might face at your marketplace is to expand your market share
at your current market; this chapter will provide you with the tools to do that.

What you will learn in this chapter ...

After studying thjs ..•.. chapterfa~cfco"'pl~'i.l{J.th~
exercises in it, and with the9uidanc~ofyourbLlsi~e~~r
trainer, you should be able to:

,. - -_. ., ..-., .. :.::'::-:',':: ...:"::.::<::-:-.:,:::,--.

• .• Define market penetrationstrategy~>

Explain . how . market ···penetrationcanl1elpycaijr
business to grow.

• . Choose the appropriate marketP~netratiol1~trat~~~
for your business.

::< ''::' -" : ::.,-: ,': ' :-:-'-,::.:::: ::::.:::::'" ." "'::':-:':-',:,>:-::: '. ::.: ,:::,.,::,"::::::-:<::-:.:.:::' :: -:-:::-:::::-:-:-:.::' "':'-":-:.-:"

• Implement the suitable markefpenetratiorastratf.'9Y
at your business.
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1. What is market penetration?

C/Japter 5: Market Penetration

Market penetration stands for expanding the market share for existing products. Market
penetration is a strategy that is actually used by every company

Key Advantage:
Low-risk strategy to grow your business
You likely already have a clear understanding of your target market, and you already hold
the expertise needed to provide the goods and services of your choice. As a result, the risk
of the unknown is smaller, and your required upfront investment in market research and
product development is limited

Disadvantage:
This strategy might yield lower growth rates than othe." growth strategies

The growth barriers in your existing market are likely to be high because your direct
competitors will command comparative product expertise and market information. Also,
customers will likely have already made a product choice; as a result, there will be fewer
first-time buyers. furthermore, it will be especially difficult for you to win over customers
that buy from your competitors and are satisfied with their otTer. As discussed in the
previous chapter, satislled customers are loyal customers.

2. How can market penetration help to grow
your business?
Growing your business is increasing your sales, in a profitable way. Growing your sales by
market penetration means that you are going to sell more of the same goods and services to
your current markets, either by:

iHttiMY//1 And/or

'''''''''''''j)!>'

M:rt~:i~~;~~;:r;~;;:~::r;;~:~;;:~t~~r;;:fta~~~~~Ji
• :nn::a~::'~: ~:~u:O:a::;:: it i~ more'd1ff::Ult to~~inz~o~~ '.

market share. . . . . .

.'. In .declining markets,· the.extent towhiChPenetr~tiorlis

~~~;:~:lr~~i:~:;~h~~~:::f:t(~~I~O~a~):r~l~s~~e~;~::
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3. How to penetrate your markets

To successfully penetrate your existing markets with your existing products, you should
follow these steps:

3.1 Scan your market

The first step is to scan the market. With market scanning, you scan your present
market to obtain a clearer understanding of its structure and particularly, the
various customer segments you serve with your products. You will need to
understand the set-up of your market, and the forces that impact on your customers,
your business and your competitors. Follow all the steps from Chapter 4 to make a
fair assessment of your present market. After you have scanned your environment,
you will know who are the consumers and competitors in your market. You will
know what your strengths and weaknesses are (your competitive edge), what your
opportunities and threats are.

3.2 Define and select your target groups

Once you have obtained a definite picture of your market, and a realistic
understanding of the competitive edge of your enterprise, move on to the second
step, and zero in on all the customer segments with attractive growth potential.
Alter you have selected the attractive customer segment, define your target groups
as clearly as possible. This has also been covered in Chapter 2.

3.3 Expand your market share

Having identified market segments with high growth potential that match the
competitive edge of your company, you can move on to the last step, and plan for
actual strategies to expand your market share.

63



STRATEGIC MARKETING MANAGEMENT Chapter 5: Market Penetration

Hana Juice Company (HAJCO) Ltd.
",-..-,' -- ,-.

. ., ., ' .. ,.

HAJOO plans to expand. They contemplate to sell theircitrusjuicestoawidermarket
range through main supermarket chains in Jordan and through restaurants. Up to now, •.••..
HAJOO has been distributing their product through hotels for tourists who visit the'
region. HAJOO now consider ways to (A) Making existing customers buy more, (8) .
Getting customers from competitors, and (0) Getting first time customers.
(A): HAJOO considers sale through restaurants, which will enhance the sale to tourists..•
(8): HAJOO is also contemplating a promotional campaign in hotels and restaurants to

create higher awareness among tourists with their fresh citrus produet,soasJo
convince them to ask for HAJOO's product instead of regular jUices.
(0): HAJOO is planning for a wider distribution to more hotels than currently covered,
which will increase the number of first-time buyers.

To successfully expand your market share and penetrate your market, you can use
these strategies

• Price, Promotion and Place strategies

• Key account management

• Electronic-commerce.

• Branding.

3.3.1 Price, Promotion, Place (3Ps) strategies

YOll can use these 3 Ps from the marketing mix to expand your market
share in your existing market as follows:

a) Maldng your customers buy more of your products:

• Price:

• Use discounted prices for more volume (Example: If your
customer buys 5 items of your product, he will get 2%
discount on price, if he buys 10 items, he will get 3%
discount).

• Use "Sale" pricing whenever needed (Example: Use end of
season discounts).

• Promotion:
• Your promotion messages must contain phrases that show

"buying more" will save the customer more money
(Example: Buy two, get one free).
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• Place (Distribution):
• Use the distribution outlets, which customers prefer to get

large quantities of the products for discounted prices
(Example: use civil/military consumer co-operative
establishments).

b) To attract customers currently buying from your direct
competitors to dcfcct and huy from you:

• Price:
• Use a competitive prIce strategy that reflects product

quality.

• Promotion:
• Your promotion messages must reflect the quality, and the

uniqueness of your product.

• Use personal selling as an interactive tool between your
sales force and the customer by which they can convince the
customers in the quality of your products compared with
competitors' products.

• Place (Distribution):
• Select distribution channel members who value your

product, and give it preferential position among competitors'
products.

• Give your distribution channel members some advantages
when dealing with your products (Example: credit facilities,
discounts).

c) To Clttract first-timc customcrs In thc same marl{ct to
huy from you

• Price:
• Use a competitive price strategy that reflect product quality

• Promotion:
• Use the promotion media that reach all your potential

customers (Example: Newspaper Ads - selecting which
newspaper to use, choosing the days, choosing the SIze,
choosing the message).

• Place (Distribution):
• Use the distribution channel members that reach all your

potential customers.
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How can you use the 3Ps strategies to penetrate your existing market? Explain

3.3.2 Key account management

Key account management is a strategy that aims at developing a long­
term relationship with your principal customers, rather than marketing
your products to an anonymous mass market.

Key account management is important for your business because:

• By implementing it, you will be able to build up personal relations
with your existing customers.
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• Key account managers aim at building up an integrated producer­
buyer relationship that is built on mutual trust, not mere short-term
protit interest.

The key selection criteria, here, is the attractiveness of these customers
for your business, i.e. their purchasing power and potential volume of
product orders.

Illustrated is the hierarchy of key account relationships:

High:
Collaborative

Low:
Transactional

Realization of fullest potential of
both organizations

Confidence in relationship, stable
and highly valued by both sides

Reduction of risk,
Ability to forecast

Operational,
Efficient transactions

Exploratory Stage (Scanning and attracting)

The illustration above shows 4 levels of key account relationships:

• First: Basic level,

• Second: Cooperative level,

• Third: Intcnlcpcndcnt level,

• Fourth: Integrated level

You will see in the next few pages, the characteristics of each level, and
the tools of developing key account relationship from a lower level to a
higher level at the hierarchy. But before that, you have to identitY your
key accounts.

How to identify your key accounts

To identitY your key accounts, you have to screen your current business
customer's portfolio. The following checklist can help to assess the
attractiveness of each of your existing business customers; each indicator
at the checklist has a scoring scale, write down the score that reflects the
real situation of your customer, and then put the total score for each
customer.
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Key account identification checklist

~stomer1~ -, r-__~stomer~
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After completing the checklist, you will prioritise your customers
according to their importance to your business, the higher the score the
customer get, the more level of importance he is to your business.

1~~I~'~I~~~'p,~rl\',~~~f~[~~I~t~I'&1lllii".".11'1i,i
t(»i~limp •••• uP •••• ClI.ttheiwaYClI1(j.·••~nt~rJnt()i;\>,ghg"~~"rri~nt~gr~t~~tirelationshipwith you.· . .. . . .. . .

Exploratory stage

Exploratory Stage

Once you have identified your potential key account, you enter the
exploratory stage. During the exploratory stage, you sound out whether
your key client might be interested to enter into a more long-term, closer
supplier-customer relationship.

Second: Basic level

Characteristics:

q On the basic account management level, the key account manager in
your business and the purchasing manager in your clients business
maintain direct contact.

q The supplier-customer relationship focuses on efficiency of the
business transactions, i.e. by facilitating smooth communication.

q From your own experience, you might also, find that this Idnd of
relationship is ollen the most practical and pragmatic type of
supplier-client relationship.

q Particularly price-fighting clients might be kept at the basic key
account management level.
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How to develop I\:ey account relationship from previous
level to this level

Q Seek an information meeting with the purchasing manager.

Q Provide him/her with references of your product quality and service
range.

Q Submit other tangible proof of your capacity, i.e. by handing over
the latest annual report

c;> Provide incentives that build up a positive association with your
business in the mind of the decision-making unit in your clients
business. i.e. give free product samples.

Q Follow- up on the lead after some time, over the phone and in
writing, being pervasive but not inquisitive.

~- I

Second: Cooperative level

eha nlcteristics:

Q Puts stronger focus on trust and confidence.

Q Reached after both you and your client have gained positive
experience over time in doing business with each other.

Q Communication is not only channelled via a single point of entry in
your clients business, but will flow through multiple points of entry,
i.e. directly from your production manager to the corresponding
party in the clients business.

Q More people have an understanding of the business relationship
between you and your client now, and the market exchange is better
protected against the sudden departure of the account manager or the
purchasing manager.

Q The buyer, himself, might identifY further opportunities of doing
business together, or help the supplier in solving operational
problems which arise, rather than passing them on.
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How to develop I{ey account relationship from previous
level to this level
Q Tailor-make your goods and services so that they satisfY the needs of

your customers, reliably and punctually.

Q Broaden your offer; including pre-sales customer
information/education and after sales support, more in particular
give the customers sales options (without confusing them) and give
room for interaction and customer feedback.

~, Demonstrate the customers that you care for their opinion, i.e. by
adapting your products and services based on feedback received, by
providing them with support after oftlce hours and others.

Q Pro-actively follow-up on your customers, to find out whether there
is anything else you can offer them, providing them with product
information by means of newsletters and circulars, with samples of
new products, and where applicable with small promotional gifts.

~."'" <::n~~I~~~I~~~~r11~t't~J~I~\lll1rltlllllltlfli~iftl~llr~~1
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Interdependent

Interdependent level

Characteristics

Q Both parties explicitly acknowledge the importance of the supplier­
customer link.

Q Your business has become the sole or at least first option supplier for
the client.

Q Your businesses are inter-linked, or inter-locked, and exit would be
inconvenient and dillicult.

C::> Both parties will allow each other to profit from the relationship, and
pricing will be long-term and stable, removing the need for constant
negotiating and allowing you to plan long-term.
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Q Your business and your clients will collaborate across a range of
functions and communication flows freely between actors on various
levels of both businesses.

flow to develop I{ey account relationship from previous
level to this level

Q Facilitate inter-communication between line managers in the various
1111lclional departmenls of your own business and your clients
lmsiness.

Q Encourage the formation of inter-business task forces between these
line managers, to collaborate across a range of functions and
activities.

Q Share critical market information with your business clients, by
inter-connecting your market information systems and, where
feasible, management information system

Q Interlink your strategic plan with the strategic plan of your clients,
planning together towards the achievement of mid-term and long­
term growth goals, and unlocking synergy effects in the process.

lf~:!~lfiJI~~ifilf~lli~~I~I~r.'1iiiti.11Iilli\ll

Integrated

Integrated level

Characteristics

Q The customer is likely your sole client and you might physically
operate from his premises.

Q The management structures of your own business and your clients
business might be inter-linked, and the daily operations of the two
entities are effectively integrated.
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q The full, cost-savings potential of close collaboration is realized, and
long-term business strategies are planned and implemented together.

How to develop key account relationship from previous
level to this level
q Synchronize your own business operations with the business

operations of your client, to unlock synergy effects and cut costs

q Work out a long-term strategic plan with the management of your
clients business, fixing annual volume of sales and profit margins,
and other terms and conditions

q Where applicable, Form inter-departmental teams between your own
staff and the staff of your clients

q Institutionalise a mechanism of close consultation between line
managers on both sides

q Keep a contingency scenario in backhand, to cater for the eventuality
of disintegration with/ofyour key account.

1. Identify your key accounts to your business by using "Key account
identification checklist."

2. Classify each of your key accounts in hierarchy of key account
relationship.

Continued on the next page...
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Continued from the previous page...

3. List your key accounts that have the potentiality to be developed, put an
action plan for developing them.

4. E-Commerce

Electronic commerce means buying and selling of goods and services via the Internet. It
involves all steps of the marketing process, from customer information and education via
product information posted on a website, to sales and after sales support, and customer
feedback.

There are many good reasons to enter the world of e-commerce:

• E-commerce is your gate to a quickly expanding new market place: Worldwide
spending on Internet services was 7.8 billion US Dollars equivalent in 1998; by 2003,
the market was predicted to reach 789 billion US $!

• E-commerce is your information and data bridge into global markets; it allows you to
do business beyond the borders of national and regional markets, and to quickly
retrieve latest market information from across the world.

• E-commerce allows you to realize productivity gains inside your business, i.e. by
shifting after-sales support to an interactive web site.

• E-commerce enables you to offer customer-centered services, and seek direct
interaction with your clients, notwithstanding physical distance

However, many entrepreneurs still shy back from exploiting e-commerce since they
are:

¢ Uneasy with the technology involved,

¢ Reluctant to make the required upfront investment in the face of the unknown risk.
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The illustration below shows three stages of electronic business for small and medium size
businesses.

The three development stages of e-commerce

High complexity level
High upfront investment

High return on
investment

Low complexity level
Low upfront investment

Low return on
investment

4.1 Supplying business and product information

On the entry level for electronic business, companies will usually set up and
maintain a website providing interested parties with business information and
product information - the so called "brochure ware".

It takes comparatively low upfront investment to design a website, which usually
attracts low rcntal costs to put it on a server. If you are conversant in the use of
basic design software packages, you can actually develop a simple website on your
own, and thell if you accept advcrtiscmcnts on your homcpage, you might be able
to find an Internet service provider hosting it for free.
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]t is recommended that you commission the design of the website from an expert
right away because:

Q ]t takes a lot of time to finalise and debug your own website; that time might
be better spent interacting with your customers and satisfYing their needs and
wants.

Q You might want to give your web presentation a professional look right away.

Q You should aim at building up a comprehensive website platform from the
oulsel lhal allows you to upgrade it later in a modular approach (rather than
going fl.)r a costly re-design).

There is consensus in the business community that the entry level to e-commerce is
not a very profitable stage. Yet, many consider it a pre-requisite to be familiar
with new technology

2.4 Providing customer support and enabling
interactions

On the next higher level of e-COl11merce, you seek direct interaction with your
customers. Further to providing mere business and product intormation you aim at
attracting the customers to directly contact you as a result of their visit on your
website. Direct customer interaction can immediately payoff for you, by getting
prospective leads or building up a communication bridge with existing clients.

To maliC your website interactive, you can:

Q Develop interactive systems that give the customers the opportunity to help
themselves to information/ask questions.

Q Check on the status of their shipment.

Q See if payment has been received.

Q Check on the balance due.

Q Perform basic interactions (i.e. starting or stopping delivery of a product).

Q Prepare documentation (ie. booking shipping or customs documents.)

At this stage, you definitely will need professional expertise to upgrade the
website, and you likely will have to hire a web-master maintaining the Internet
presentation handling tratftc and monitoring hits.
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What to avoid is:

Q To enable interactions on your website, and then to fail following up
promptly or acknowledge each contact.

Q To neglect the maintenance of your website; poorly maintained websites with
outdated information, backfire on the marketing effort and project a bad
Image.

4.3 Supporting electronic transactions

Once you have a website that nlrnishes customers with business and -product
information and gives them the opportunity to help themselves, the next higher
stage of e-commerce is to enable them to buy your products over the Internet.

..'

SYPBQOi09 eJectrqnic tn:tn~ijctions
.....................;.:.:.;.:.::: '.. . :::::.:.:.:.;.:.:.:.:.:.:.:.:.: :.:.:.:.::::::: :.:.:.:.:.; .

~rgy'~IQ99M~~9m!r!YPR91!Q~!nilt'nl~Q~~riR~lin!i:

sG~~lyin{j§y$inij§~~~dpriif99!!!i:nf§tm~~i9n!ii!·:P

Electronic sales transactions offer your business substantial growth options,
because they provide you with an inroad to new markets, without building up a
physical distribution network first, and expanding your sales force in the field.

At the same time, electronic transactions pose great challenges for your business
and require signiticant investment in website development and operation and
maintenance. You have to:

Q Upgrade your accounting system to handle online orders, and process
payments by credit card or bank transfer - cash and cheque payments are the
exceptions on the net.

Q Build up secure data linkages for sensitive customer information like, credit
card numbers and bank details.

Q Develop a system of keeping your customers informed throughout the sales
transaction process (i.e. about progress of shipment) to ensure and re-affirm
them.

Q Design a database to store and process customer information for later
reference.

Q Generate auto replies for peak times and holidays.

Q Train your staff to handle online transactions.
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The last challenge is particularly relevant. Most customers are not used to purchase
products over the net, and will be reluctant to make upfront payment for products
without having physically met the supplier. You have to ensure and re-affirm them,
ie. by sending them automated e-mail updates about the status of the shipment.

E-commerce via electronic transactions will work more easily with fast moving
consumer goods like cloth, flowers and books, because customers will be less
reluctant to invest small amounts of money in an otherwise anonymous market
transaction with unknown risks Yet, an ever-increasing amount of capital goods is
also, sold loday over thc ncl; pcople order onlinc automobilcs, buy furniture,
computer and household appliances for delivery to their doorstep.

To enable yonr website to handle electronic transactions, you need:

e::> Professional support from a specialized e-commerce web-company,

e::> Advisory services of an e-commerce consultant.

e::> To employ an online marketing and sales person who is conversant in the
technology, and able to update and fimher fine-tune the online offer
cont inuously,

e::> The services of a web-administrator handling the daily technical operation
and maintenance of the site.

e::> Sufficient cash to finance the upgrading of the website promote the new
services and maintain the operations of the online shop for some time, before
income from sales picks up.
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Hana Juice Company (HAJCO) Ltd.
. ':- '" -:> ': "... -:.:' - -- " .':':"<',::-:::::;:: .': ::" .:: ..:. :'-::::":>::::::::: ..

In the year 1999, HAJCO management decided to develbp a website that contains only .•
information about the HAJCO products and the company contaCts. Since that time, a .
small portion of the total sales was generated by orders from the website. • .... •••.. .. ..•... .

What are the reasons behind the small volume of orders generated bythe website?

5. Branding
If you want to penetrate markets, the 'branding' strategy could be highly effective if the
branding process is professionally executed. Some of the main ingredients of successful
branding strategies are a creative mind - if you do not have it yourself, find someone who
has. The main risk of branding is that you might 'brand' the wrong way: if you do not have
enough information of the profiles of your various market segments, you will never be able
to set up a successtul brand name

The information below will guide you through the branding process, and try to provoke
your creativity with the exercises.
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5.1 What is branding?
Branding is giving your products special characteristics to distinguish them from
what your competitors' offer and, as a result, increase your sales and profits.
Branding ensures that customers immediately recognize the distinctive products of
your company in the market place.

To many customers, the uniqueness of a product is an important factor in their
purchasing decision, and they are ready to pay extra for it. If the branding effort
goes hand in hand with strong concern for product quality, you will be able to retain
your CllstOIl1l:rs once you have attracted them to buy. Many customers stay for life
with their preferred brands.

5.2 How to create a brand?
To create a brand, you should focus on the following issues:

a) Develop a distinctive name.

b) Develop distinctive product features.

c) Develop a distinctive visual identity

d) Develop a branding strategy.

a. Developing a distinctive name

The name of your product is very important. The product name determines the first
impression a potential customer gets when hearing of your offer. A good name sticks
in the memory of your clients. A distinctive name:

• Should have positive associations with the benefits and features of the product
(i.e include the words 'sun', 'bright' or 'white' in case of detergents).

• Has no associations with features that would project a poor or negative product
Image.

• Is easy to pronounce, relevant and memorable.

• Is in a tone and language that is understood and appreciated in the target market.

• Does not infringe or emulate on any other company's brand name (particularly in
cases where their name is copyright-protected).

• If the product is to be sold internationally has a name that is lingua-friendly
(easily pronounced and non offensive in other languages).

• Is not a mammoth configuration of the company establishment title.

Sometimes, it might be useful to engage a specialist firm to develop a brand name for
your product This investment can pay 011' quickly, in view of the possible downside
costs of getting a name wrong, and the difticulties of changing it later. The risk of
getting the name wrong is particularly high if you plan to develop export markets!
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b. Developing distinctive product features

Distinctive product features can be based on:

• Physical specifications.

• Distinctive packaging.

• Distinctive servicing processes.

Whatever the choice, you should put extra-emphasis on product quality, i.e. its
specifications, durability, design and packaging, whether these satisfy or exceed
customer expectations.

c. Developing a distinctive visual identity

The design of a product creates a visual identity that is supposed to set off positive
associations in the mind of the target customers. Here, colour and shape playa crucial
role.
• People associate colours with particular sensations. For example, bright reds and

yellow are often associated with speed (ie. fast food and one-hour film
processing, while reddish orange is an appetite stimulant) white on the other hand
is associated with purity.

• Distinctive shapes appeal to distinctive people. For example, round shapes might
be perceived as sensual, while straight and puritan shapes are usually perceived as
"classic" .

To achieve maximum effect, corporate visual identity should be applied consistently,
i.e. not only on the product but also throughout in the design and colour schemes of
the retail outlets, promotional materials, uniforms and others.

d. Developing a branding strategy

Brands can consist of more than one product. A brand name can be applied to a single
product, or to a group of products, or to the entire product family. You have a choice of three
basic branding strategies: Development of a single strong brand, Development of
differentiated brands, Brand family.
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• Development of a single strong brand

To create a single strong brand, you apply the brand name to all products supplied
by your company. The main advantage of this approach is economies of scale in
promotion The main disadvantage is that it can create confusion among different
target markets. For example, if your brand name is mainly associated with
discount rctail, you might find it diflicult to market a top quality product coming
at a price prcmium under the same label.

• Development of differentiated brands

To overcomc thc problcms of confused brand values, you can aim at developing
dil1crcnt brand names (or cach product supplied by your company. The main
advantage of this strategy is that you overcome the problem of confused brand
values. The main disadvantage is that it is a costly and complex task to develop
and manage a whole set of brands concurrently

• Brand family

Alternatively, you can aim at creating a brand family, i.e. groups of products of
your company that are marketed under the same brand name. The main advantage
is that you greatly reduce the problem of contllsed brand values, yet costs and
complexity level of the marketing effort are under control. The main disadvantage
of this strategy is that your product portfolio must allow for grouping; to make a
brand t:ll11ily work, thc products in the group must be sutliciently similar to allow
for the development of a consistent brand personality with a recognizable visual
identity.

Hana· Jui·ce Company ·(H·AJCO·)•••·ttd.•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••
HAJCO has adopted a differentiation strategy. These days, HAJC()stHlhas~ir~I~HSeI9.
small market share in the hotel market but, as market informationindicate$,the.·
demand for fresh citrus drinks is growing fast. HAJCO wants, amongs{others, to .
expand its market share by further penetrating the hotel industry. ButHAJCOisnotthe
only party, which is trying to penetrate the market. One competitor is enteringthe hotel
market with discounts .and awide··'business-to-business' prornotion campaign to hotels
with the message "more for less". The market leader found out thatHAJCQeDteredthe
market and started a direct-mailing campaign tohotelswiththemessage'citrusgrinks
24-hours available', The main strength of HAJCO is that ithas real fresh citrus drinks/

Branding: .. ••••••.•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••.•••••••••••••••••.•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••
Because of the fact that HAJCO is also considering.toenter thesupermarl<ets,
restaurants and sport clubs, HAJCO want touse brandingasastrategytopenetrate
the hotel industry. further and subsequently make. it possible toenterthf:}supermarkElt
and restaurants sectors. Therefore, it will follow the brandingsteps,and work together
with the management team through brainstorming sessions to create a !)rand name.
During the brainstorming sessions, they have to keep in mind that themaincompetitive
edge is the freshness and pure nature aspect of the HAJCO produet,andthaf
customers buy their products for health reasons.Theyalso,hClYf:}depide~t()MePifl

mind that if they want to launch new products later,lhe brand narneshould be the
same, so they have to choose a brand family strategY.iii

..C()lltinllec:l()nth~m~~~ PClg~ •••
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. "::: ,:':: ":. ::::'::::::::::::;-:::::::."-:;::::::::::":::::::::::- . .-.-:,::<:>.-.-.--:

Hana Juice Company (HAJqO)l..td.
Continued from the previ()lJsp~ge.,~ . .. . .

HAJCO has to create a distinctive name.TheYhaVeSomeoPtionSI~hic~they~6r·
from the brainstorming session: 'fresh', 'squeeze', 'nature', 'pure',and 'Jordarl Valley'.
Together they decide to use the name 'Jordan Valley' because this brand name might
also have a positive influence on the 'area'. .. ..

. .- .:'. ," ,: ,:' >:"::: :.".::, :/,: ,.,' :-..,".:.>:"

HAJCO has to create a distinctive product feature. They want to give parrof the ...
. profit to charity organizations that deal with nature/environment. Thebotth~swjll be.

basic, silvered (to suggest the fresh and refreshing content) in two sizes. Besides that;
the supermarket cartons will be designed for stack ability~ .... .• ...• ..•• .... ....•• ....•.•....•.

The distinctive visual identity is chosen as follows: theUlllstrationon the cartons has
to be designed with a picture of the Jordall Valley landscape, where Jordan Valley··
people are seen to be working. Besides that, the silvering of the carton Is to give the
drink a 'colder' visual and' dawn harvested' sensation: The cap is developed inthe
shade of the fruit juice contained, which serves as a visual cllle during customer
selection. ... .

Create a branding strategy for your own business. Remember to focus your
branding strategy on your main strength in the market:

1. What kind of branding strategy would you decide for your business
(development of a single strong brand, differentiated brands or a brand
family)? Please explain: -

2. What would be your distinctive name(s)? Please explain: -

..............................................................................•.......•............•...•......

Continued on the next page...
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Continued on the next page...

3. What would be your distinctive product feature? Please explain: -

4. What would be your distinctive visual identity? Please explain: -

6. Chapter Summary

Market penetration is expanding the market share for existing products. You sell more of
the same goods and services to your current markets, either by making existing customers
buy more, and/or attracting customers currently buying from your direct competitors to
defect and buy from you, and/or attracting first-time customers in the same market segment
to buy from you.

A market penetration strategy is a comparatively low-risk option to grow your business. Its
key advantage is that you already have a clear understanding of your target market, and
you already hold the expertise needed to provide the goods and services of your choice.
The main disadvantage of a market penetration strategy is that it might yield lower growth
rates than other growth options because, you face stiff competition from other established
suppliers, and because there are fewer first-time customers to win.

To successfully penetrate your existing markets with your existing products, you
should follow these steps:

a) Map your existing market to obtain a clearer understanding of its structure, and
particularly the various customer segments you serve with your products.

b) Define and select target groups with further growth potential, and where your
business has the competitive edge to successfully reach out for customers.

c) Expand your market share.
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You can penetrate your existing market with your existing products, through using
these strategies:

• Price, Promotion, and Place strategies.

• Key account management.

• E-commerce.

• Branding.

Ural/dil/g means giving your products special characteristics to distinguish them from what
your competitor offer and, consequently, increase your sales and profits. Branding ensures
that customers immediately recognize the distinctive products of your company in the
market place.

To brand your products, you have to develop:

• A distinctive name.

• Distinctive product features.

• A distinctive visual identity.

• A branding strategy.

The choice of branding strategy largely depends on your product portfolio, your growth
ambition and your financial resources. You can develop:

• A single strong brand.

• Different brand names for each product.

• A brand family.
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MARKET DEVELOPMENT

STRATEGY
Marl\Cting Strategies for Growth
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You might face barriers for expanding your market share at your current market, due to severe
competition and the nature of the market. An alternative strategic option you may adopt is to
look at other markets locally and internationally if you want to expand your markets.
This chapter will give you the tools for developing new markets for your current products locally
and beyond the borders of Jordan

What you will learn in this chapter ...

~
~
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1. What is market development?

IVlar({et developmcnt means expanding with existing products to new markets. You can
tlnd new markets either in your local environment or beyond the borders of your country,
in the global environment

Market Development

Existing
Products

2. How can market development help your
business to grow?

Marl{ct devclopment can help you to grow your business by:

• Entering new market segments that can be served with your existing products. In this
way, you can still produce what you are good at, and stretch the coverage of your
testcd brand rather than taking the risk of new product development.

• Escaping a growth deadlock in (over) saturated markets.

• Spreading business risk over ditlCrent markets, i.e. to be able to compensate the Joss
of one target markct

• Betler satisfying thc nceds of c1icnts who themselvcs opcrate in more than one market.
For exam pic, if you run an advertising agency, you might find that your key account
requires you to design and run advertising campaign in different markets. To be able
to satisfy that demand, you might need expanding yourself in these markets

• Economies of scale, which will reduce cost per each produced item as the quantity
marketed or produced products increased .

••••• ••"1)e•••••• rnain••••.• ri$.k•••••••Wj.th•••••••a·••••••ffiarl<et· ••••••g.~vel()Pllle~t •••••••~t(~·f.~~.~ ••.•.••l~ •••••••fh~t ••••••y§9•••••••••
·•.••• ysually.lack. pert)oncil~xperienfe.in9.p~r~tirt91Ilt~~~~h~)\'m~rJ(~t~

()nd dpn
1t •.• k[1C>w. .yC>prprospecti,,~ ••. (;ust()Jlwr~y~t.~~~ir~§\J'tfY()y

lllight.faHt()·judge.the.lhre~tsandippp9rtuniti~§ip~~e§~rna.rl<~t~i/
••·••• pr()perly, ••·.flq~.ttlatypll.m!§t()I<~.tne£~PBC~W()f¥9Hr()Whl?9~ln~~~to •.•• E!ntt~r ••• these.•••rnar~.ets.Ther(:f()rE!,th~ri$~()ffJ~y~l()pingp~w<

••mf:ul<~t§.i§.highE!rth~nthfl.ris~of.penfltr~!irtQ~)i(i~til1~m~rl<~t~?·
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•

Hana Juice Company (HAJCO) Ltd.

• They will overcome the problem that the hotel market would become over
saturated in the near future

• They would reduce risks related to selling only in the hotel market, which is
rather seasonal and unpredictable

• By focusing on different markets for fresh citrus juices, HAJCO will be better
able to meet the needs and wants of that customer group, in terms of
distribution, packaging (size and look), pricing etc.

• Exploit economies of scale for fresh citrus juice which will lower the cost price
for the product

HAJCO also realize that there are risks involved, as they do not have experience with
sales through supermarkets and restaurants, and also do not know the local market
very well. They have to rely on the market research to me'lke better decisions.

3. How to develop new markets?

Follow these steps to develop new markets for your existing products:
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3.1 Identifying potential markets
To visualize new markets for your existing products, you have to use market
scanning again If you want to develop new markets, you will use a 'wider' market
environment to scan.

As your business continues to grow, you can no longer use persona/judgment alone
to make business decisions. You need a system of information collection and
analysis to help you make competitive and informed decisions about the marketing
of your products, those decisions you need up-to-date, relevant and accurate
information is essential for you to know your customers, your competitors and their
products, the environment in which you are operating, your business strengths and
weaknesses, opportunities and threats facing your business.

There are three main sources of business information that you can use. These are:

• Intenlal business Joecords

• Madieling intelligence

• Madieting research

All these sources of information are equally imporlant, and quite often complement
each other to provide what is usually referred to as a M:u-lieting Information
Syst em, as shown in the illustration below.

Marketing Infol"mation System

Marketing
Information

System

By combining this source of information, a marketing information system becomes
a deliberately organised process in your business to collect, analyse and use the
combined information for making marketing decisions.
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3.1.1 Internal Records

In your business, there are daily, monthly, and yearly records that you
keep. These could be purchase / sales invoices, inventory lists, debtors /
creditors books, order books and delivery lists, suggestions and
complaints from customers, annual reports.
All these internal records that you have in your business represent an
immediate and powerful source of information. In looking at the sales
invoices from customers, you may find that orders have been on the
increase in the past few months. Such information may signal to you the
need to increase production capacity to meet the increased growth in sales.
Internal records provide you with quick information (on tap) at no cost to
your business.

3.1.2 Marketing Intelligence
Marketing intelligence is that information that comes to you, often
informally, on a daily basis that may help you in your business and
marketing plans. Such information may relate to the competitive
cnvironmcnt, your products, ncw and existing customers, opportunities
and thrcats.

There are many sources of marketing intelligence information and these
include employees, customers, suppliers, friends, family, newspapers ,the
Internet and other publications,. In your business you may want to make it
a policy to have regular meetings to share marketing intelligence
information members would have collected. Together with an analysis of
internal records information, such meetings may result in your business
having timely information for business growth purposes.

\ft~m"W/r~~'~~GJll~q~r~rfur~~~~lt~tll~I'III~'lltl~I'ii
information?

.. " ... ::::: .. :::::::::::::,::::.:::::::::::::":::,::'::::::::----.

Marketing •• reseilrch. is. a. protess. of
explaining.a·.marketing.problem.alld
()Pportunity .• ·systematically.collecting.
andanalysingi!lforrnation, and
reGornrnendingaction~toenhance •
yourbusiness.rnarketillgactivities.•••••• ·

ftlarkelillg research provides you
with a more formal way of
collecting and analysing business
information. The need for
marketing research may have come
about as a result of information from your internal records and marketing
intelligence. Often, marketing research becomes necessary, when you are
Hlccd with a problem or opportunity that requires a greater level of
understanding through more detailed and accurate information.

3.1.3 Marketing Research
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The ultimate importance of marketing research is that it systematically
helps you address a marketing opportunity in the potential market by:

• Spccifying the information required to address the opportunity.

• Dcsigning thc mcthods for collccting information.

• Managing and implcmenting the data collection process.

• Analysing and communicating the findings and their
implications.

. If·You·.feel that.the·.rnarke!.research .pr~c~l)s.·Will •••COfl~~m~~{I()t~f
·tirnefrom .you and your .employees that .can be used in income
...gen~ratirtg activities, it is recommended .to<dut~Qurceth~m~rket
•• re!:jearch activity to aspeclcliisedrnarketresearchfiim > < .

l\1arlieting reseal"ch process for developing new marliets

I~ach step in the research process is meant to answer a specific question.
Therefore, when carrying out any of the steps shown above, ensure to do
all that is required of that stage of the research process. The steps are
interconnected, and each preceding step serves as a basis for the next step.
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a) Identifying new market

The first activity of any marketing research process is identifying the
potential market you are going to enter:

=> Is it a new geographical area in Jordan?

Example: Irbid , Zarqa, Aqaba ... etc.

=> Is it a new country?

Example: Exporting to Lebanon, Egypt, Spain, ... etc.

Internal records and marketing intelligence information can assist you
in identifYing potential markets.

Research objectives are intended to help you with the collection of
information that is not currently available to make business decisions.
They guide the data collection process in collecting only relevant and
accurate information that will assist in the growth of your business.

b) Identifying Sources of Data

Once yOll havc determincd your potential market, the next step in
your research is to pinpoint the sources of the data that you need.
There are two kinds of data that you can use in your research;
secondary data and primary data.

• Secondary Data: This is data that has already been collected for
some other purposes, but relevant for input into the current
study. This data can be from your internal business records, or
from sources outside your business. The following are examples
of external sources of secondary data:

• Chambers of Commerce

• Chambers of Industry

• Trade Associations

• National, international, local industry magazines

• National! international governments

• Web sites

• Trade directories

• Published company accounts

• Business libraries

• ProCessional institutes and organizations

• Universities

• Previously gathered marketing research

• Census data (Jordan Department of Statistics)
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Secondary data IS less expensIve and more accessible than pnmary
data

• Primary Data: This is data that you collect directly from those
markets that you are researching on. These could be customers,
other businesses or people. The following are some of the
advantages of primary data over secondary data:

• It provides first-hand information

• It provides up-to-date information

• It may be the only data available

• It provides you with data that your competitors do not have

Primary data collection can however, be expensive. It is usually time­
consuming, and can be difficult as people may be reluctant to provide
you with information. There could, also be some factors, outside of
the research process, that may affect the quality of primary data
collected. These include competitor's actions, socio-cultural factors
and any other unforeseen circumstances. Sometimes, you may need
to carry out a number of researches in order to confirm the
correctness, relevancy and accuracy of your primary data.

c) Designing The Sample

A sample is a selected group of people, places or items that represents
the total number of those people, places or items. The total number of
people, places or items is commonly referred to as the population.

The three main components of a sampling plan that you have to
consider are:

• What you want to include in the sample. This is the sampling
unit specification. Selecting a sampling unit requires you to
develop a set of characteristics/criteria against which you accept
or reject suitability of a unit to be part of the sample

• How you are going to select those you are going to talk to or
study This is the sampling method selection. Any sampling
method you use should attempt to maximize the accuracy of the
data to be obtained. You can use your own informed opinion or
use probability sampling method process. The table shown in the
next page provides examples of both types of methods.
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selected •• ol'l ••the·.basi~.of •• speed •• and •• ease.of

contact

Simple Random Sample drawn so that eachunifinthepopulation has. an

eqLJalchance of being selected

Stratified Divides total population into smaller groups and takes

sample units from each grouprandomly

Area (Cluster) The sample is divided into geographic territories

• How many you are going to talk to or study. This is sample size
determination. Generally, the larger the size of the sample the
more reliable it should be. However you often have to trade-off
between the time and money needed to collect data from a large
sample.

tI) nata Collection

As already discussed, secondary data and marketing intelligence
provides you with some of that data. Often, it is necessary to carry
out primary data collection when you find that existing data is
inadequate

The two main approaches you can use to collect primary data for the
purpose of new market development are: Observation and Survey

• Observation: involves recording and assessing the actions of
people or the state of physical phenomena (buildings, products,
advertisements, transport vehicles, prices). The advantage of
observation is that you can collect information without intruding
on anyone's time. From the actions of people, you can
sometimes be able to tell more from their behaviour than from
what they say. Observation can also help you gather preliminary
information that you can be able to use for further research.

• Survey: this is the most widely used data collection technique, in
which you ask questions to the sample you would have selected
in your sampling plan. The three types of survey that you can
use are:

• Personal interview survey

• Telephone survey

• Mail survey
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• Personal Interview Smvey - Useful when you want to
discuss questions in detail on a face-to-face basis. This can
be done with one person or a group of people at the same
time.

While personal interviews are good at following up answers,
providing more detail and noticing some elements of
personal behaviour, they can be the most costly. Those you
want to interview may also be reluctant to be interviewed.

• Telephone Interviews - A good technique to use when you
necd immcdiate responses to a few well-structured questions.
Thcy, also have the advantage of rcaching more people even
they may be in ditferent geographical areas.

You may want to know how many people are aware of your
new product Telephone surveys can provide you with quick
information at a cheap cost. Some difficulties of telephone
interviews relate to unavailability of telephones in some
markets. Neither can you be able to show your products nor
see the person in order to imply any personal characteristics.
Such surveys may often be seen as an irritant by those you
endeavour to survey.

• Mail Surveys - With a good postal system, mail surveys can
olTer you the best value to reach more people at the cheapest
cost, even though the sample may be geographically
dispersed. They allow in-depth questions and provide the
sample (respondents) more time to provide objective answers
to you.

Responses from mail surveys may take longer to come back.
You have to follow-up, and allow time for the questionnaire
to be mailed back. You should always provide a 'self­
addressed and stamped' envelope for the return of the
questionnaire There is also a probability that the
qucstionnaires will not be returned.

e) Data Analysis

Once you have completed data collection, you need to now turn the
data into information. This requires to thoroughly going through each
questionnaire to check on issues sllch as completeness, consistency,
legibility, omissions and serious intent.

This editing process is essential to ensure that the data that you will
analyse is relevant. After editing the questionnaires, you need to find
ways of 'putting similar responses'. For example, if on one of the
questions, respondents were required to give "Yes" or "No" answers,
the entire Yes answers will be grouped together, and all the No
answers will be grouped together. Through manual counting or
computer analysis, you can then come up with a total or percentages
of the Yes and No responses.
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f) Presentation Of Research Findings

Your research results should be presented in a clearly understandable
manner, so that decisions can be made. The following is a possible
outline for your research report:

•
•
•

•
•

•
•

... .....•...... . . . .
Continued on the next page~~ ..

Hana Juice Company (HAJCO) Ltet> ·.
HAJCO management decided to conduct a· marketing r~search with th~ Obj~ctive.of ••
exploring the opportunity of selling HAJCOproducts at Aqaba as a main tourist city In
Jordan... .. . .
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What are the sources of data?

How they should collect the data?

Continued from the pre~Vlcms tJQ!!:I"""

3.1.4 Multiple Factor Market Screening

If you wonder where to start, i.e. which potential markets to short-list for a
more detailed analysis, refer back to the profile of your existing customers
in your current market Your existing customers buy from you because
your products satisty their needs and wants - and you can assume with
reason that potential customers with similar profiles share similar product
preferences. Therefore, you should look out for new customers that share
key features of your existing key accounts

After collecting information about the potential markets, the next step will
be comparing the attractiveness of the various potential markets. When
considering entry to a new market, there may be more than one option
available, but you have resources only to enter one market at a time. In
this case, you need to make sure that you enter the best market first. The
diagram shown below may help you to choose the best market for you.
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a) Attractiveness of the marl<et - covers the factors that make the
intended market attractive to your business given its particular
capabilities and ambitions. These factors include:

• Market size and growth rate

• The costs and risks of entry

• Likely returns on investment

• Availability of a suitable partner, agent or other form of support

• The fit with the existing business and marketing activities

• Barriers to entry, e.g. tariff and non-tariff barriers in overseas
markets

b) Competitiveness of the bnsiness in the new marl<et - covers the
factors that will determine the ability of your business to create and
sustain a competitive position, such as:

• Size and resources of the business

• The extent to which the business' strengths and weaknesses
complement market requirements, for example, your mastery of
technology, marketing and selling skills

• The extent to which the business has the necessary skills,
knowledge and understanding for the new market

• The number and strengths of competitors' products and services

• The size of gap in the area of the market the business IS

intending to till

• The image the business is able to develop in the market
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c) SWOT analysis for each potential market allows comparing
different markets and prioritising those markets according to their
attractiveness (ie markets with higher opportunities and minimum
threats, and you have higher strengths and minimum weaknesses).

It is strongly recommended that you carry out this comparatively
analysis carehilly, and do not discard results that do not match with
your personal expectation. Do not merely tnlst your "gut feeling"
when judging the attractiveness of a potential market, particularly
whcn you eye cxport markets. While gilt feeling can be the "fifth
ingredient" for success in local markets, it hardly is a fundament for
a successfid marketing strategy in foreign markets. You lack the
context information necessary to make an intuitive choice!

3.2 Identifying prospective market segments

When you have scanned the 'wider' environment looking for attractive
opportunities, you will find different ways to expand your business: you can go
abroad, serve a wider region, or serve another target group. It's important that you
look for the most attractive option. If you know your own strengths, weaknesses,
opportunities and threats in the specific analysed market, this will help you to make
the right decision

In principle your follow the same steps as outlined in Chapter 4 to scan the new
markets, and identifying segments and target groups.

3.3 Adapting your offer

When you have identified the different segments, selecting your target groups, you
might have to adapt your offer, because the target groups in the new market might
have other wants and demands different from your present customers. Those
dilTerences are identilied by the market research.

You have the following tactical choices to adapt your offer to the new markets.
You can:-

a) Maintain a uniform product and promotion

b) Maintain a uniform product, but adapt promotion

c) Adapt the product offer only.

d) Adapt both product and promotion

er=.......•..~.'.t<../z:>
:-.~ .

Adapting your product will be discussed
chapter "New product development"
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a) Maintain a uniform product and promotion

This strategy relies on a single marketing strategy for different markets. You
keep the same product name, specification and functional and emotional
attributes for all target markets, and follow the same promotional strategy.

Thc I{cy advantage of the approach is that your business can realise
economies of scale in the production process, saving on costs for promotion.
Also, the product remains recognizable throughout different markets, an
additional plus if your customers are physically mobile (across markets) and if
you have created a brand identity

The key disadvantage of this strategy is that you run risk of mass marketing
a "generic" product that does not satisfY the specific preferences of individual
market segments. As a result, customers might either not feel attracted to try
out and buy your product, or they might turn away to a substitute offer later.

b) Maintain a uniform product, but adapt promotion

This strategy retains an essentially uniform product throughout different target
markets, but aligns the promotional strategies to the local context.

The key advantage of this strategy is that your business is able to realize
economies of scale, while at the same time tailoring the product/market mix
more to the wants of the customers.

The key disadvantage is that you still run risk of mass marketing a generic
product that does not satisfY the specific preferences of individual market
segments. Tn that case, a tailor-made promotional strategy might attract
customers to try and buy the product, but it will likely fail to retain them.

c) Adapt the product offer only

This strategy might be applied to satisfY product standards and legislation in
your new market, while retaining the brand identity.

The I{ey advantage is that it enables you to comply with market regulations,
while saving on costs for designing customised promotional campaigns for
each market.

Thc I{cy disadvantagc is that il might result in brand confusion or brand
alienalion, since mobile and/or "marketing-aware" customers might
disapprove of varying product standards.
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d) Adapt both product and promotion
This strategy is applied to 'customise' your products and promotion function to
each target market.

The licy advantagc of this strategy is that you will be in a position to make a
truly tailor-made ofTer that meets the specific preferences of a customer group.

Thc licy disadvantage is that this strategy requires substantial upfront
investment in product research and development, and necessitates designing
and lillancing st;paralt; prumotional campaigns in each markct. Furthcrmore,
the need to supply di llcrcnt products for each of your target markets throws up
challenges Ii.n the production process.

Hana Juice Company (HAJCO) L..td.
.'".- .. " .... _,.

HAJCO consider the various options for adapting the offer, and th~y decide tofolloWth~

approach of 'maintaining a uniform product, but adapting promotion'.• Thismeansthaf
HAJCO will supply the same fresh citrus juice to the different target groups, but it willbe
promoted differently. At HAJCO, they do not see the need to adapt theprodudfor the
different target groups, and believe the product is the strength it can use to markeUh~

product to the different target groups. However,th~promotiorlwillneedtobeadjusted.

Youth will need to be· informed. about the .drinkasatrendyenergizer,whereashigher
incomeearners, with healthy lifestyle awareness, wiH need to •be approached aboutthe
health, purity and natural aspects of the drink.» ..............>.>.<

A team of sales people will offer free samples ofcitruSjUiCeslnthesUperrTlarkets.1Bey L
will put up a big bill board with a picture of a re-energizedsportylookingy()ungman.Qn
the other hand, HAJCO will spare some time to visit the owners of the supermarkets,and
introduce them the new product assortment. . . .'. ... .>
Other details of the branding strategy (such as carton size etc.) hayealreadybeen
described under the case study in section: Branding ChapterS.

4. Entering the market

For selling your products to new markets, you have some tactical options that might help
you

• Directly sell to your customers.

• Sell your products through a market intermediary.

• Invest in a subsidiary

• Seek a license franchise agreement.

• Set up a joint venture.

• Build up strategic alliances.
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4.1 Directly sell to your new customers

0= Supplier o =Target market

If you decide you want to directly sell to your new customers, you have to set up
or expand a product/service distribution system, which reaches fi'om your
company straight into your target markets.

You can do this by:

• Employing salespersons that visit these customers;

• Establishing physical outlets, and attract these customers to come and buy
from your company;

• Setting up an interactive website to enable customers making e-commerce
transactions

The key advantage of selling directly to customers is that you maintain close
interaction with your target market you are therefore likely to be better informed
about and can react more quickly to its needs, and wants. Remember though, that
close customer interaction also means that you have to react quickly to changing
needs, and cannot hide behind any market intermediaries (and let them take the
blame if your products are not satisfYing the end customer). Poor product quality
and weak customer service immediately backfires on companies selling directly to
customers.

The main disadvantage of selling directly to your customers is that you incur
substantial costs to build up and maintain any of the distribution channels listed
above (with the exception of sales from the factory gate). Furthermore,
manufacturing and retailing of your products are two essentially different
fi.mctions, which require a different set of skills. Accordingly, it poses a double
challenge to you to manage the operations of these two systems concurrently. This
observation holds particularly true if you plan to develop export markets where
you do not know the local environment well.

4.2 Sell your products through a market
intermediary

o Supplier • Independent Intermediary 0 Target market
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If you decide you want to sell your products through a market intermediary, you
have to filrther consolidate or establish business linkages with middlemen in the
supply chain for your product. You have to establish/consolidate market linkages
with retailers and/or wholesalers. Retailers buy products from you to sell them on
to the end-customer, while wholesalers buy products from you to sell them to
retailers for onward distribution to the end-customers. The main difference from
the perspective of your company is that wholesalers are likely going to buy your
products in bulk (and bargain for quantity discounts), while retailers seek lower
volumes.

Thc liCY advantage or selling your products through a market intermediary is cost
savings; you save 011 building up and opcrating an extcnsive distribution system
reaching out dcep into thc target market. This argument is particularly important
when you intend developing export markets. Here, you can save substantial
upfront investment, if yOll rely on a middleman to export your services. The
middleman carries the financial risk of product marketing and distribution in
markets rather unknown to your company.

The tiey disadvantage is that you run the risk of loosing direct contact with your
customers and rather aim at satisfYing the requests of your market intermediaries,
not the nceds and wants of the end user or your products. As a result, your
marketing strategy tends to be middleman-driven, not customer-centered and it
might cmphasise more on low cost, and less on high quality. This risk can be
particularly high ir yOIl deal with price-fighting wholesalers who aggressively
bargain lor quantity discounts. As a side effect and where wholesalers are
concerned, you might get over-dependent on a single business client.

Furthermore, if you decide to entrust the distribution of your products to a market
intermediary, you will have to share the profit margin with that middleman.
Particularly, where export markets are concerned, the middleman will likely
pocket the lion's share of that profit margin, because unlike you, they know the
target market in detail, and can better assess the potential for marketing your
products.

4.3 Invest in a subsidiary

o Supplier • Subsidiary- intermediary 0 Target market

As an alternative to selling your products through an independent middleman, you
can invcst in a subsidiary in which you either:

• Acquirc stakes (in another company) to utilize its distribution network,
Or
• Set up a new company altogether to carry ofr production, marketing and

distribution.
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The liey advantage of investing in a subsidiary is that you retain better control
over the distribution fimction, thereby reaping the profit margin of the middleman.
If you plan to develop export markets, a subsidiary in the target market can also
help you collect and analyse the market information needed to position your
products and to sell them at a profit while satisfying the needs of your new
customers. Furthermore, you might be able to exploit cost differentials for inputs
like labour and raw materials supplied to your company in different market places.
For example, you can source raw materials through your subsidiary in the target
market, import and process these raw materials, then export the processed goods
to the target markct, and retain thc value added.

Thc liCY disadvalllagc is that fi'om a managcment point of view, the complexity
of your business opcrations increases. You either have to manage two businesses
simultaneously, or establish a third intermediate management level of factory or
branch managers who work under your supervision and oversee the line managers.
Furthermore, the upfront investment to acquire a subsidiary can be substantial,
particularly if you intend to develop a sunrise market that is heavily competed for
by other market entrants and suppliers.

Finally, the overheads of operating the subsidiary can quickly put a severe burden
on your cash flow. This concern should be carefully kept in mind if you plan
developing markets with future growth potential, i.e. where it will take years,
rather than months to at least reach the break-even point.

4.4 Seek a license/franchise agreement

o Supplier • Franchisee-intermediary 0 Target market

Another option to develop new
markets is to cnter into fmllc!li.\·illg or
licensing agreements with selected
middlemen. 11ere, your company
grants the right to market (sometimes
also manufacture) your products to
other companies, usually tied to
certain conditions and for a limited
amount of time.

.'._- ... ,- ",.' .. , .
.... _-",._--_._,- __ _-- , .. __ .. ------ ,.--" .. ,----. , .. - , .. ,- ,.

Franchis.iflgiS. an agreemenhr1\'ihich.. a.·.•• ·
.... " ._,- " - - -,- .. ".

supplier grants a dealer the righUosell a
product in return for some.percenlageof
the. totaJsales; typically the supplier
providesrnanagementadvicearid.
rnClrkelillg·.assistance.to·the 'fraflchisee,
who.Clgrees.to •• Operate.according .tothe
franchiser's gene@rules. .

Licensing •. is .. an agreernent •• ·in .• which •• a
supplier grants a dealer the right to use a
registered brand, symbol, process.
patent... etc.

Companies that have branded their products often use this approach. Here, the
brand becomes the unique selling proposition that attracts cllstomers in new
markets to buy from the franchisees or license holders. The key advantage of a
franchising/licensing arrangement is
that your company saves on the
investmcnt in setting up its own
distribution network, and might
actually retain substantial income
from franchising fees, while end-
consumers enjoy ever-wider access to your products through easily recognisable
distribution points.
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The l;.ey disadvantage is that it takes considerable effort and investment to
develop a brand and then retain a uniform service formulation in different markets
(also refer to previous for the various tactical choices of adapting your product
otfer).

The success or failure of your strategy largely depends on the reliability of the
franchisees. Where the franchising party f~lils to deliver or delivers sub-standard
quality, it can actually damage your brand severely, with negative ripple effects
beyond the target market.

4.5 Set up a joint venture

OSupplier • JOint venture intermediary 0 Target market

Another option to develop new markets is to set up a joint venture with another
company. In such a scenario, you jointly register a new legal entity tasked with
manufacturing and/or marketing your existing product. Unlike the cases of a
business subsidiary or a franchising/licensing agreement, where the main
bargaining power in the business relationship rests on your side .In a joint venture,
the bargaining power of both sides is more balanced.

The l;.ey advantage of a joint venture is that you share risk with a business partner
and can sometimes exploit economies of scale and synergy effects. Particularly,
where you plan to develop export markets and enter into a joint venture with a
foreign business, both sides can strongly benefit from the partnership. Your
company gains a physical representation in the export markets and access to vital
market information, while your business partner, gains access to an attractive
product for onward sales on the domestic market - and vice versa. Both sides can
exploit the IlIII advantage of cost differentials of the respective target markets, and
even share the production Illllction beyond country borders.

The l;.ey disadvantage of a joint venture is that the parties to it will likely; face
the challenge of consoling different work ethics and corporate cultures. Also, the
investment into a joint venture requires a long-term commitment and ties up
substantial investment; joint ventures are not easily established, take time to work
successfully and are very painllll to unwind. If the joint venture fails, it is usually
the foreign parties bearing the lion-share of the costs, i.e. it has to totally write off
all fixed assets of the company.

4.6 Build up strategic alliances

o = Supplier
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Yet, another way of developing new markets for existing products is to build up
strategic alliances with other businesses. Strategic alliances are flexible
arrangements relying on cooperation rather than joint ownership of a subsidiary.
You enter strategic alliance to add to your competency by combining your
resources with those of one or several partners.

The I.cy advantage of a strategic alliance is that it allows you to sell your
products through the existing network of your business partners - and vice versa.
As a result, both sides save on costs. A good example for a strategic alliance at
work is the airline industry where operators share their route networks through
"code-sharing" .

The kcy disadvantage of a strategic alliance is that it might result in brand
confusion; customers failing to distinguish your products from the products of
your business partners.

Hana Juice Company (HAJCO) Ltd, . . . .

HAJCOstaff discussed the b~sf w~yto reachthE:lintend~dfarget groqps(higherinqome
health aware people, and sportive youth.TheYY"ond~r~d how. they couldbe~t .. be
reached. As juice is not sold directly in themarket,if""as91earthc:1tintermediarysale§
point would be required. For the.sales to the higherincqmegroup, HAJCOhadto
identify whether to sell through a wholesaler ordirectly to supermarkets. Foryouth'
HAJCO. were thinking of selling to sport c1ubs.RestaurantsshoulclalsobErdistributed
to. Hownow best to reachall ofthose? . '.

The advantages of selling through a wholes~lerforsuperrnarkets'wouldbelhatitwollld
be much easier (and less costly) for HAJCO.ThedisCldvantageWollldb~thatthey

would depend on them: After some fact-finding,HAJCOJind oufthatther~arevariolls

wholesalers some of which belong to the supermarkefchain~ theysupplYJor.HAJCO
identify one of the wholesalers as an independent wholesaler called 'Food Link' that
distributes a number of lUXUry food items to supermarKets and specialty food stores in
all major towns in the country. They alsodistributE;ltpa fairly largenumbet()fJh~Qt3ttt3r

restaurants.' They decide tp ilpproach this wholesaler.firsfto~eeifmeYGouldpossibly
distribute their juices through them.HAJCO <ilso, f04ndourth13t o\ler h(ll(ofthesport
clubs are distributed to amain wholesalerin theG()untry~lIed'CostlJtess·.Theyalso

intend to approach this wholesaler. ..... .....•. ...•.•••.•••••.••..·•.·········.< •..•••..••.•••.•... ii >( ...........>< ••..•..•.
To increase sales ..inth~ new markets, HAJ6o)vlHs~tup~Sp~cifiCsmalllT1arketing
department that will deal with the supermarket an~ restalJfant accounts: That .
department will function asa call centre for orders ands~ryices, By dolllgso, HAJCO
can maintain control of the orders themselves,and have the~ctual distributiorl~Oneby

'Food Link', HAJCO will in that manner, also build relationswith these clients, an
~spectthat HAJCO find of particular importance giv~n th~t theirprodu9tsarestill inthe>
introduction stage. ... . . .. .... . .... . .. ...

HAJCO also, hope that the distributor will be willing to put the logo of HAJCOon their.
delivery vehicles. In future, HAJCO might decide (if business is going well) to setup a
joint venture with the distributor.
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What 'new' markets might be interesting for your business? Fill in the matrix with
as much detailed as possible.

Potential markets
----_.__.-._---_._---

1 2 3
---~-----_._---_._._--,-----------_. -
New product-market name

Expected growth potential

Competition

Strengths

-

Weaknesses

Opportunities

-- ---,

Threats

Segment name 1

Segment name 2

Etc.

1. What is the Product Life Cycle stage of your product(s) in the new
market(s)?

Continued on the next page...
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Continued from the previous page...

2. Which target groups are the most attractive? Explain why!

3. How are you going to adapt your offer to the new market(s), based on the 4
options mentioned before? (Maintain a uniform product and promotion
retain a uniform service formulation, but adapt promotion, adapt the product
offer only, adapt both product and promotion). Explain why?

4. How are you going to sell your products to the defined new markets, based
on the six mentioned selling options? (Directly sell to your customers, sell
your products through a market intermediary, invest in a subsidiary, seek a
license franchise agreement, set up a joint venture, and build up strategic
alliances)? Explain your decision.
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5. Export Marketing
Exporting is a crucial component of the economic well being of any country and its
businesses. As a result, substantial government and non-government support frameworks
are devoted to encouraging export marketing activities. These include export incentives,
'tax holidays' and establishment of Export Processing Zones.

A significant amount of these support frameworks go towards stimulating and helping
small businesses to export ]n every country, there is an array of export support
organisations and programmes that you can utilize. Deciding to venture into export
marketing is an application of the market development strategy.

5.1 Barriers to exporting

The entrepreneur is usually plagued by a number of limitations when it comes to
export marketing Some of these limitations may be economical, while others may
be attitudinal- fear of the unknown '.

Below are some of the limitations of growth oriented business:

• Limited resources (time, energy, finance)

• Lack of long-term orientation

• Being risk averse
• Being more comfortable with the local environment

• Lack of international contacts and networks
• Limited knowledge of external markets legal, regulatory and trading

requirements

5.2 Reasons for going international

There are a number of reasons in your home market that may start pushing you
towards export marketing. Some of these are:
• Pull factors (attractive sales and profit opportunities abroad) and push factors

(unfavourable developments in the home market, domestic market attack by
global players)

• Benefit from economies of scale.
• Spreading business risk over different markets.
• ]ncreasing growth and wealth of nations
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• Jordan signed 62 bilateral agreements, 18 of which are with Arab countries,
and 44 with countries outside the region. These agreements are classified into
two major types: Trade and Economic cooperation agreements and Bilateral
agreements on promotion and protection of investments.

• Rapid development in the communications and transportation sectors.

Hana Juice Company (HAJCO) ltd~ ...
HAJCO management is thinking of exporting citrus juice concentrates to European .'
countries in response to the high appreciation of theircurrentproducts by tourists from
these countries.
After gathering some information related to export business to Europe, they found that
Jordan had signed a Partnership Agreement withtheE;UrOpfj<mUnion(EU) two years
ago, that agreement will give advantageto JordaniapprodLJcts entering theEU market
through a customs duties reduction over the coming8yearstofeachaJreetradearea .
between Jordan andlhe EUi.e. no customsdutiesonexportingto EU.Thisinformation
encourages HAJCO management to enter theEUrnarket.HAJCOnoticedtha\the
market· share of imported citrus juices is growingyear~fteryear,iso they will be hard
competitor· at the local marker in near future .that '. could affect profits negatively, so
Involvement in export business will be a strategic solution.

5.3 Challenges of global marketing

Due to your unfamiliarity with the international environment, there are a number
of challenges that you might face:
• Some of these are evidenced by the distance of the export from your home

country.
• Multiple political and legal environments.
• Multiple currencies.
• Possible contlicts with home and host country governments.
• And difference in culture and business customs.
• Regulatory requirements.

What is important for you is to develop cultural empathy and knowledge to
overcome the other challenges.

5.4 Systematic approach to export marketing
If you take a decision to export, you can follow this systematic approach to export
marketing which involves six consecutive steps:

• Assess your husincss rcadincss to cxport, and its ability to undertake global
marketing. You have to answer many questions related to management
commitment to enter export business, your current marketing methods, and
your current product quality This assessment will give you an overview of
your business strengths and weaknesses and what you should do to be ready to
export.
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EXJ>OI·t p.-olllotion organizations and consulting companies can help you in
doing this asscssmcnt.

• Choose between three involvement forms:

=:::> Limited involvement; is the least risky and requires mInimum resources
(Example You just need to sell your products to an export company in
Jordan, and this company will export your products).

=:::> Active involvement; requires substantial management commitment and
devclopmcnt of in-house skills and resources (Example: Hiring an export
IIIanager a1 your bu si ncss)

=:> Committed involvement; involves complex forms such as foreign direct
investment and joint ventures (Example: Establishing a distribution ofiice
in Lebanon for your business)

• Determination of business's product/market portfolio to decide which products
could be marketed in which country.

• Analysis of foreign market potentials.

• Design of the export-marketing programme

• Organizing the business resources for export marketing tasks. You can choose
between threc organizational alternatives:

=> A small export operation with an export manager.

=-:> A complete export operation involves an entire department being assigned
to export marketing.

=:::> An international division is needed for complex types of international
involvement by the larger businesses.

5.5 Export Language

When you decide to deal with global markets you must be aware of the following
terminologies

• World Trade Organization (\VTO)

WTO is the only global international organization dealing with the rules of
trade betwecn nations. At its heart are the WTO agreements, negotiated and
signed by the bulk of the world's trading nations and ratified in their
parliaments. The goal is to help producers of goods and services, exporters,
and importers conduct their business.

• Free Zones

The inspiration behind the Free Zones is that it is one of the State tools in
development through the allocation of speciflc geographical sites or areas
where special laws and regulations are applied different than those applied in
the remaining part of the State, and characterized by exemptions and facilities
that qualify them to become an investment attraction areas for the development
of export industries, international trade exchanges and transit trade.
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• Tariffs
Tariffs are taxes imposed on goods moving across national boundaries. They
maybe imposed on imports, exports or goods in transit through one country on
the way to another. The import tariff, or duty, is of most concern to the
international marketer.

• Non-Tariff Barriers

A part of tariffs, a whole arsenal of barriers to trade has been devised over the
years like quotas, boycotts, government subsidies to local industries, and
technical standards

• Quotas

Quotas are physical limits on the quantity of goods that maybe imported to a
country. They are used as a tool of protecting domestic industries.

• ncgional Trade Coopcration

Countries have begun to group together on a regional basis of the aim of
reducing tariffs and other protectionist systems and of encouraging economic
integration.

Four main types of integration can be identilied:

The Free Trade area, the Customs Union, the Common Market, the Economic
and Monetary Union.

• The Free Trade Area

Within a free trade area, member nations remove all trade barriers between
themselves, but each nation retains its own trade barriers with non-member
countries.

• Customs Union

A customs union is similar to a free trade area except that all member nations
adopt a common external tariff against non-member countries.

• The Common Marli.ct

The common market has all the characteristics of a custom union, but in
addition the free flow of resources (People and Capital) between member
nations is encouraged.

• The Economic Union

A true economic union requires economic conversions: economic, fiscal and
monetary policies and government expenditure must be harmonized, and a
system of fixed exchange rates or a common currency must be introduced. The
European Union is the most successful example of an economic union.
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If you decide to export your products to the US market benefiting from the
Jordan US Free Trade Agreement.

What is the Harmonized System Code for your products?

[You can get this information from Jordan Customs Department website:
www·f~~!Qms.govio)

What is the tariff imposed on your product by US Customs?

[You can get this information from Jordan US Free Trade Agreement website:

~Qrd§ousfta jo)

6. Chapter Summary

Market development means expanding eXlstll1g products to new markets. You can find
new markets either in your local environment or beyond the borders of your country, in the
global environment.

The main risk with a market development strategy is that you usually lack personal
experience in operating in these new markets; you do not know your prospective
customers. As a result, yOll might fail to judge the threats and opportunities in these
markets properly, and consequently, mistake the capacity of your own company to enter
these markets Therefore, the risk of developing new markets is higher than the risk of
penetrating existing markets.

M:I.-lict dcvclopmcnt e:m help yon to g.·ow your busincss by:

• Entering new market segments that can be served with your existing products.

• Escaping a growth deadlock in (over-) saturated markets.

• Spreading business risk over different market segments.
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• Satisfying the needs of clients who operate in more than one market.

• Exploiting economies of scale for highly specialized products that might find sufficient
demand in one market.

The next steps you have to follow to develop uew markets are:

I. Visualize potential markets;

2. Identify prospective market segments;

3. Adapt your offer; and

4. Enter the market.

Marketing Information System is a tool that can help you in identifying your
potential markets though three major sources of data:

Business Internal Records

Marketing Intelligence

Marketing Research

Export is important tor businesses and countries, it is supported by local organizations and
programs in Jordan like JEDCO and JEA

The international environment has many challenges: Differences in political environment,
legal environment, currencies, governments, culture, and customs.

You must be aware of export terminologies if you decided to deal with global markets.
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PRODUCT DEVELOPMENT
STRATEGY

Chapter 7: Product Development

MarliCting Strategies for Growth

MARKET
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Changing needs and wants of customers by time enforce goods producers and service providers
to develop their products in order to satisfY their customers' needs.
This chapter will tell you how to develop new products as a strategic option to expand your
markets.

What you will learn in this chapter ...

117



Chapter 7: Product DevelopmentSTRATEGIC MARKETING MANAGEMENT
-------------------''----------'----

1. What is product development?

Product development is a growth strategy that involves the development of new products
to serve existing markets / customers

• Organizations need a flow of new products to keep their portfolios steady, their
customers and sales force interested and sales growing. Developing these products to
ensure repeat purchase is called New Product Development (NPD).

• Product development expands the number of product items your business can offer to
existing markets, and operates from the security of its established customer base. In
some industries, product development may be the main direction of strategy because
product life cycle is short. The fashion industry is one such example.

• Your business does not operate in a static environment. It is constantly facing
consequences of change in technology, customer taste, preference, and competitor's
product range, etc. As a result, and to be able to satisfy the changing needs and wants
of your customers, your products have to be adapted and modified from time to time,
or they have to be replaced by new products once the product life cycle has come to an
end

2. How can product development help to grow
your business?

• When markets are mature, and there is not much potential for growth, businesses
must find ways to win market share to achieve a meaningfill growth. Developing new
products to add to the product portfolio is one way of initiating growth of the business.

• If you do not keep improving your products, your competitors will introduce new
features and better products to draw your old customers away. Therefore, it is
necessary for you to develop new products to face the competition, and to retain and
capture your customers ill this changing environment.

• On Ihe ot her hand, alld provided your N Pn elTort is successful, this growth strategy
offers you pmmising ."ctUrtlS on your invcstmcnt; you might be the first market
entrant, and able to charge a price premium.

~*. ' ,

3. How to develop new products?
To successfully develop new products, you should follow these steps:
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3.1 Decide the level of product newness

You have various options of product newness to choose from, all carry
oppommities and risk for the planned development process:

You can choose to develop a product that is;

• Entirely new to the world, i.e. new to both your business and the market

This option carries the highest risk of failure, since the acceptance level of the
new product is largely unknown to your business; at the same time, the
potential return on investment is highest, since you become the first market
entrant, and nIce no price-fighting competition.

• Entirely new to your business, but not new to the world

Here, your business uses the 'me too' approach and copies the successful new
product of a competitor. As a latecomer to the market, you are likely facing
high entry barriers. On the other hand, you do not have to bear the high
product development cost of your competitors and therefore, can offer lower
prices. This option can be successful when cheaper and low quality products
are om:red to the bottom end of the market.

• All improvcments of a product that is familia.' to your business and to the
marl{ct

Ilere, t he product ollcred is not new to the market, but it resembles a new,
upgraded product generation. Introducing a new product generation to the
market is less risky than introducing an altogether new product; yet, you will
have to convince customers why they should upgrade their existing products;
also, competition from other suppliers is likely to be high, promoting their own
products as mature and tested.

• A modification of :. product that is f:.miliar to your business and to the
market

Ilere, the core product concept is familiar, but the product is given a new twis'
to make it more exciting Therefore, the marketing task is a little easier than
lhe previous option and ctYeclively means re-positioning the product. The
consumers can compare the new product with the old, and decide on the value
of the innovation. The disadvantage of this option is that you will find it
dillkult to differentiate your otfer from your competitors.
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3.2 Manage the product development process

Follow these steps to manage the internal product development process:

• Idea generation

• Idea screening

• Concept testing

• Business Analysis

• Product Development

• Markel testing

• Commercialisation

• Monitoring and Evaluation.

The product development process is illustrated below on the next page:

Product Development Process
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3.2.1 Idea Generation

Chapter 7: Product Development

Ideas for new products need to sprout from somewhere. It is important to
allow corporate imagination range as freely as possible, so that all
options can be thought of It is necessary to have an ongoing flow of
ideas. At this stage, even ideas considered ridiculous need to be taken
into account, as they all could be potential ideas for NPD. Inappropriate
ideas can be abandoned at the next stage. Ideas could be either problem
or opportunity driven. Some mechanism need to be adopted to generate
and collects ideas.

Several main sources of ideas are given below:

• Customers - The business has to develop and provide customer
needs and wants. Therefore, it is crucial for your business to be in
close contact with the customers. Not only through informal modes,
but also through formal research techniques (see marketing research
melhod\' discussed ill the previous chapter).

Customer complaints are an important source of information. This will
show the inadequacies of the current products. Customers can
communicate the new product needs to your business and to competitors
too Most of the time customers' ideas focus mainly on reducing prices.
Maintaining multifunctional relationships with customers is a sure way to
capture more customer ideas.

• Research & development (R&D) staff - Proactive businesses have
R&D departments. R&D staff is employed to generate ideas and
develop new products

• Competitors - Observing what your competitors do, and by
analysing the strengths and weakness of their products, your business
will be able to produce new improved versions of 'me too' products.
In this instance, the business will be able to develop a more focused
marketing strategy.

• Employees - employees can be encouraged to suggest new product
ideas. They may be able to think of easy way to produce or think of
new features to incorporate. Employees, such as sales
representatives, have firsthand contacts with the trade and the
customers They know the likes and the dislikes of people.
Employees must be encouraged to have discussions with customers.

• B."ainstorm with: fiiends, customers, potential customers, colleagues,
stalf. .. etc. Several winning ideas can come up as a result of these
discussions.
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Chapter 7: Product Development

The objective of this stage is to assess whether the ideas are within the
broad strategic plans of the business.

All generated preliminary ideas are scanned in order to eliminate those
that are inappropriate or unlikely to be successful. By using information
that is already available within the organization, all generated ideas are
assessed to see the potential.

All generated ideas can be sorted into 3 groups: promising ideas,
marginal ideas and rejects. Rejected ideas must be dropped as soon as
possible, so that your resources can be utilised only on promising ideas.

Preliminary idea screening analysis is presented on paper or on screen by
describing the product arising from the idea, how the new product would
complement existing products, its market segment, competitors, with
sales forecasts over a period etc

Semi-formal weighting procedures based on business's perceptions of
previous experiences can be used to establish scores on important
criteria. This process allows the business to compare each idea.

---- --~-------'-----"-'--------------------------.---------------------------------.,-,
Criteria

• Within Corporate strategic goals

Weighting
Idea 1 Idea 2 Idea 3

• Within Marketing strategic goals
------+----+-----+----+------\----1

• Market growth
.--------j--------j-----t-----+----t----J

• Size of market

• Access to market
t---------------------------I

• Profitability
--_.--.- ... ---------------_.-_._------ -_._---- -------

• Compatibility with existing products
·---t------+---

• Compatibility with existing
technology

• Compatibility with existing
distribution channels

• Compatibility with existing skills
and assets

•
•
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Example of screening ideas

Criteria Weighting

• Within Corporate strategic goals 5 3 3 4

• Within Marketing strategic goals 5 4 4 2 5

• Market growth 10 7 5 9 5

• Size of market 10 8 7 5 5

• Profitability 30 15 25 10 20

• Compatibility with existing 20 10 16 12 10
technology

---

• Compatibility with existing 20 15 17 16 12
distribution channels

The previous example shows that the business put the major weight for
the profitability criterion of the idea (30 points out of 100), and the
second idea is most attractive one compared with other ideas.

Note that the maximum score of each idea under certain criterion should
not exceed the weighted number for that criterion.

." , ,. ",- ""-",, ,.

ProduCt··concept·.is·an.elaborated
version of the idea expressed in
meaningful consumerterms.

3.2.3 Concept testing

The overall objective IS to assess the attractiveness of each idea to
potential customers.

At this stage, promising ideas are
visualised and described on
paper/computer as a Pr(J(/uct
cOllcept, in a way that potential
customers would understand and
give their reaction. The core idea is, also presented as statements to test
whether it is acceptable or attractive to potential customers. It will focus
on benefits and an outline of the marketing mix.
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Questions can be asked from customers to gauge the strengths and
weaknesses of each idea. Rating on a scale from 'definitely would buy'
to 'definitely would not buy' can be used as further information to assess
the level of acceptance of the ideas.

3.2.4 Business analysis
Product ideas that have survived to this stage is expanded into concrete
business proposals with production, marketing and financial projections.
Some of the issucs addresscd at this stage will be the same as those in the
preliminary screening, but at this stage, it will be looking for more depth
with morc evidence. The managcment will need to estimate sales, costs,
and profit projections to decide whether they satisfy Business Objectives.

3.2.5 Product development

The best product idea that has passed through the business analysis is
actually produced as a physical product to allow trial, performance
assessment and usage testing. Prior to this stage, everything that can be
done theoretically has been done. The business will be able to determine
whether the product idea can be translated into a technically and
commercially viable product.

Qucstions pertaining to whethcr the product can be made cost effectively,
within business plan guidelines, whether it can consistently perform
under realistic conditions must be answered at this stage. Extensive
laboratory testing, along with initial consumer trials may be required.
The Business will need to call upon all kinds of expertise in order to get
the product right.

If the product is looking good, it can be prepared for market testing. That
is; developing a brand, packaging, labelling, pricing, promotion and
launch strategy.

3.2.6 Market testing

Before a full launch, the product is offered on a limited time period, in a
defined geographical area under conditions as realistic as possible. It is
seen as a trail run for the major launch, in which all elements of the
marketing effort are assessed. This gives a last chance for fine-tuning.
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By market testing, the business will be able to find out whether the
customers are actually buying the products and whether they will repeat
purchase it or not. It will also, show how the trade and competitors will
respond to the new product.

It is necessary to conduct market research at the stage. Conducting
market research can monitor the progress and the outcome of the test
marketing effort. It can provide information regarding the responses of
consumers and trade to the elements of the marketing mix. This will
allow the business to decide which aspects are successful and which
aspects need revisions. It will also, identify where improvements need to
be made to the new product before full launch. If the product needs
adjustments, it will go back to the product development stage.

·~P.~9i.~I •••• Hr(;)rn.9tigp~iif99~Y@ ..t ••.~~~~n~nU9ni9~99n~ .qm~r'\~09i!t@~~i·
frQrn.ttt~t~§nrn~r~~t~d(.)r9~H¢t"~9ngm@rt<~tt~$Un9W{O~i¥.~
.·.c8mpetit()~i~ .• ·• '9np~r.I~.~9~lim~l()r~§P9ri~!Rm~.~~nPQ~nJ~Hri£~±
Tpo fi. hort. rnar~et!~~ti h9•••·P9Jiod••••mightr~~Y9qlnjmppq~fat~ffg¢t$+
·Th~ref()rel. it ••i~··.~~§el1tialtO.h~v~.m~m~rkeft~~Ofl9P~fiQ~jy~t,.i9hti
Qi"in9.i~nC:>U9h ••.••tirnfJ••• f9r.•ith.~ •••••••c;c:>Jl§9rn~r~<t9>try9H! ••••••'n~iPr(jgYsf!og
settledOWrr HUOtegUJarp·.·tir-cha.si.... g·.··••··p··a.tfe..hs.·····

. :,:;::::.:::,::.::::..::::7:::.>:.::":::::::.::::,::<::::::':::.>::':::_:::::""':::::::::':::::<'.,::::::::::::,::::::;::::::::::::::::-:::::: ,.::".:::::::::,::::::::;:;:::::,,::::::);::::::{:::::-:::::'"'.

3.2.7 Commercialisation

The business will now face major investments of building a plant to
manufacture the new brand according to sales forecasts. Advertising and
promotional budget will be at the highest level, as the product is in the
introductory stage of the product life cycle. The priority will be creating
awarcncss of thc product, then to stimulate trial among the target
segment of the market. It is very important to give the product the best
possible start in life. It is ve,y likely that the new brand will make heavy
demands on marketing resources. Nevertheless, it is necessary for the
new product to survive the introductory stage to move to the next stage in
life: growth. (See Product Life Cycle at Chapter 2 of this module).

In commercialisation a new product, market-entry timing is critical.
Suppose a business has almost completed the development work on its
new product, then learns that a competitor is nearing the end of its
dcvelopmcnt work. The business faces three choices:

a) Fil"st cnta·y: the first firm entering a market usually enjoys the "first
mover advantages" of locking up key distributors and customers and
gaining reputation leadership. But, if the product is rushed to market
before it is thoroughly debugged, the product can acquire a flawed
Image.
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b) Parallel entry: the firm might time its entry to coincide with the
competitor's entry. The market may pay more attention when two
businesses are advertising the new product

c) Late entry: the firm might delay its launch until after the competitor
has entered. The competitor will have borne the cost of educating the
market. The competitor's product may reveal faults the late entrant
can avoid. The business can also, learn the size of the market

The timing decision involves additional consideration. If a new product
replaces an older product, the business might delay the introduction until
the old product' stock is drawn down. If the product is highly seasonal, it
might be delayed until the right season arrives.

You will need to decide on the geographic locality of distributing the
new brand Whether, it will be distributed only within the district, region,
several regions or go national or international. Many businesses use
market rollout over time where the new brand will be distributed in one
or two recognised areas growing overtime to cover the market nationally.
By this method, the Business can concentrate getting the logistics of
distribution and prodllction right, and will be able to fine tune the
marketing strategies according to experiences gained.

3.2.8 Monitoring and Evaluation (M&E)

Like in any other marketing activity, M&E is crucial to the success of
NPD. The process of development and the performance of the new
product after launch need to be reviewed.

Process can be reviewed based on each stage of development.
Whether:

• Right people were involved in it.

• It needed more time and resources.

• Too Illuch of time and resources were used.

• Quality decisions were made.

• Correct information was collected.

• Results are not flawed.

Before the new prodnct is launched, performance criteria need to be
determined. These are:

• Volume or value of targeted sales.

• Market share relative to competitors.

• Trade take-up of the new brand.

• Awareness created.

• Trail or attitude formation.

• Timing of launch period.
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Comparing the forecast performance with the actual performance will
allow the business review the reasons for failure or success. If the actual
is less than the planned, the business may need to carefully analyse
where it went wrong, whether it arose as a result of poor decision making
by the management, lack of information, unforeseen market conditions
etc

4. Reasons why new products fail

New products continue to fail at a very high rate. Many new products do fail even with a
well-planned NPD framework. It is estimated that product line extensions fail at a rate of
80%. And 33% of new industrial products fail at launch

Some of the reasons for new product failures:

• Poor marketing research and NPD process research

• Technical problems in the new product design or in its production. Production capacity
inadequate to meet the demand. Lack of raw material.

• Poor quality and performance.

• Insufticient differentiation from eXlstmg products. Products that did not offer any
signit1cant advantage over the competing products already in the market. (Lower price,
better quality, design .. )

• Higher costs than anticipated, resulting in higher prices resulting in lower sales volume.

• Poor timing in product introduction in relation to competitors. Launching too late or too
soon.

• Inadequate market analysis Misjudgement of what the market wants. Overestimate of
the market size. Too small target market, which does not absorb volumes, needed for
breakeven.

• Lack of effective marketing effort Not enough advertising and sales promotion. Poor
trade distribution. No access to the market.

127



STRATEGIC MARKETING MANAGEMENT Chapter 7: Product Development

HanaJuice Company (HAJCO) Ltd.

HAJCO, as stated earlier, are considering developing and •introducing some 'new' ...
products HAJCO have been contemplating the development andintroductionof tomato
paste, for the local Jordanian market, as well as citrus juice concentrates for export.
HAJCO management decided it would start with the developmentof tomatopaste and
leave citrus juice concentrates for the longer term. After all, 'question marks'. do ask a
high investment to penetrate the market. HAJCO see the develoPrnentand Introduction·
of these products as 'an improvement of a product' that is not new to· the world,
although they acknowledge that it is new to HAJCO. Thechallengetherefore,Jor ..
HAJCO is to develop a product that is new to the company and .at the same time is ..
perceived to be an improvement over similar products already in existencejnthe
market. . . •••••...••.•• >......i<i .. ·i>...ii .
HAJCO have adopted a differentiation strategy,meaningtheywillofferpremiurn
products to a wider range of customers. HAJCO realise that not only thequalityqfJhe
product needs to be superior in line with HAJCO's competitive strength in thernarket, .
but also that HAJCO will need to have developed a strong brandnameinthemarkeUo
be able to successfully launch these products in the market./tis imponanfthcl\ HAJCQ
develop this brand image now through their existing premium citrus juices topaveJhe
way for an easier launch of the new products in the market later.

HAJCO decided to follow the following steps in the product development process,

tdea generation: organized brainstorm meeting with management team.

Idea screening: checked the mentioned ideas with thebuyingbehavioUfofcustOmers,
and then organized a meeting with some big key accounts (large elite supermarkets
and large hotels) to discuss about the ideas.

Concept testing: HAJCO developed three ·samples ·of their tomato paste and sent
them to end-customers and trading partners (hotels, supermarkets,restaurants),and
asked them about their experience by filling in a questionnaire. The comments were
collected, and analysed based on which HAJCO developed the end product,

Business analysis: HAJCO estimated the amount of sales, ·theselling price,andthe
costs to develop and produce the new product. With that information, they were able to
decide whether the product might be profitable. They calculated that they had to sell at
least 10.000 products to reach break-even point. Based on the market analysis, they
thOught those sales should be achievable. The sales estimates ""er(') included in the
company's marketing objectives. .. .

Product development; HAJCO developed the final product ........> .

MarketTesting: HAJCO offered the new productto.som¢lafgerE}st~uranLacCOur1tS'
some (potential) large supermarkets and to a few specialty stores, then asked tHe
testers to register the sales. ... . . ... . •••• ... • •••. .••••.•.•..•••..•••.•...•••...•.• ...« .•.•...•...••........••.........

. ,. - .. - .... - _.,' .. ', .... '., .. '. ,---" ,---, .'.

Commercialisation: HAJCO started selling the new product to aWiderrangeof
supermarkets, restaurants and Hotels;. .•••. ..•. ..iii
Monitoring and evaluation: Based on the sales information from the Market testing
stage, HAJCO developed some long and short-term objectives for the new product:

• Sell at least 10.000 products in year one,

• Increase sales by 10% from year 2 onwards, .

• Create a market share of 10% in the first year,andincreasetharsh~reWitharleast5%ayear.
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1) Consider the risks and advantages related to the level of newness to your
future products. What level of newness does product development have to
your business (entirely new to the world, entirely new to your company, an
improvement of a product, or a modification of a product)? Explain the
choice:

2) Describe how product development relates to your competitive advantages
in the market, how it relates to your choice for your generic strategy (low
cost, differentiation, or focus strategy) as discussed in the Strategic
Management module. Ensure the type of products (standards vs. premium), as
well as the types of markets (wide or focused) you are aiming at for the new
products are in line with the overall strategic choice of your business.

3) Describe the steps you will follow to manage your product development
process. Explain which activities you will undertake to develop a new
product follOWing the steps discussed in this chapter.

Idea generation:

Idea screening:

Concept testing:

Business analysis:

Test marketing: Commercialisation:

Monitoring & evaluation:
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5. Guidelines for collaboration with external
product specialists
Many small businesses do not believe in out-sourcing, or working in collaboration with
outside specialists for the fear of increased costs. Networking, using the strengths of others
would result in saving of business's resources, improving efficiency, especially in
Research and Development (R&D) Thus, delivering goods better and quicker to the target
group.

Commercial and Government laboratories, consultants, universIties etc. have developed
expertise in R&D There is no point in reinventing or developing technology by the
business if there are other organisations which can do the work better, or whose expertise
could be bought

Your business can have a partnership with another business to pool your resources and
your expertise to undertake a specific project that would benefit you both.

Below are some guidelines for consideration:

• Have total control over critical technology.

• Be awarc that technology could leak to compctitors.

• Be aware that time lag of outsourcing could be long (to locate a suitable
contractor)

• Be clear of terms and conditions of the required work.

• Do not be too dependent on external bodies for innovation.

• Try to share costs of collaboration and share commercial benefits.

You can ask for example a university student to develop the new product as a project for
his graduation, so both of you can benefit from this collaboration.

6. Chapter Summary

Organizations need a flow of new products to keep their portfolios steady, their customers
and sales force interested and sales growing Developing these products to ensure repeat
purchase is New Pl"Odllct Develollment (NPO).

a) When markets are mature and there is not much potential for growth, businesses must
find routes to win market shares to achieve a meaningfill growth. Developing new
products to add to the product portfolio is one way of initiating growth of the business.

b) Ir you do not keep improving your products, your competitors will introduce new
features and better products to draw your old customers away. Therefore, it is
necessary for you to develop new products to face the competition, to therefore retain
and capture your customers in this changing environment.
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c) By direct comparison to market penetration and market development, NPD is a higher
risk strategy. NPD can be costly and could take a long time to develop and the risk of
failure is high - statistical1y, two out of three efforts to develop a new product fail!

To successfully develop new p.-oducts, you should follow these steps.

a) Decide the level of product newness
b) Manage the product development process

First, you have to decide the level of product newness, by choosing to develop a product
that is entirely new to both your business and the market or:

• An improvement ofa product that is familiar to your business and to the market.

• A mod{ficatioll ofa product that is familiar to your business and to the market.

• An imitation ofan existing product that is new to your business, but produced at lower
costs.

You can follow these steps to manage the internal product development process:

• Idea geueration

• Idea screening

• Concept testing

• Business Analysis

• Product Development

• Market testing

• Commercialisatiou

• Monitoring anll Evaluation.
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DIVERSIFICATION STRATEGY

Murketing Strategies for Growth

MARKET
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One of the strategic options YOll might face at your marketplace is selection a combination of
previous discussed marketing strategies for growth.

This chapter will tell you about the methods of diversification.

What you will learn in this chapter ...
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1. What is diversification?
Diversification means that your business develops new products for new markets. Moving
beyond the business' current boundaries (or value chain) towards new opportunities. It is
moving into unfamiliar grounds concerning both the product and the market.

2. How can diversification strategy help you
to grow your business?

• Dive."sificatioll strategy can help your business to grow, since it enables you to
exploit good business opportunities outside the current boundaries of your business
activities By catering to the new markets or segments with new products, you will
increase your market share and sales growth.

• Diversification strategy helps your business to spread business risk over a broader
range of markets.

• Diversification strategy can help when industry conditions have reduced the product's
attractiveness or diminishing customer base, and preference resulting in poor
performance in your product line. When your business has a well spread portfolio, the
resources can be shined around for further development to combat short-term
di IlIcullics.

3. How do you diversify?

To diversify your product porti'olio, you can usc one of the following options:

• Organic diversification versus diversification by acquisition.

• Diversification into a new point in the supply chain versus diversification into new and
unrelated markets

• Concentric diversification versus conglomerate diversification.

3.1 Organic diversification versus diversification
by acquisition.

3.1.1 Organic diversification

Organic diversification is when your business diversifies naturally,
starting small by serving one segment at a time and expanding gradually
into other segments, using the experiences gained in a market rollout
manner.
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The well-established customer base, experienced technical expertise, the
developed financial structure will provide a sound basis for future growth.
If the markets are fast moving and there are new opportunities, organic
growth alone will not be sufficient to give your business a competitive
advantage. This is because organic diversification takes too long a time for
your business to gain experience, and competitors would make use of the
market opportunities faster

3.1.2 Diversification by acquisition
Diversification by acquisition means that you buy into, or acquire another
company offering a product that is new to your company and not yet
reached by your business. Diversification by acquisition can be an
attractive option when your business wants to move in fast to make use of
market opportunities when organic growth is low. Diversification by
acquisition can also reduce the level of competition and provide your
business with cost advantages, i.e. through economies in buying,
distribution and promotion and, where applicable, savings in investment
on new product development.

Diversification by acquisition does not happen only among large
businesses. Even your business could acquire a smaller business for
market growth. Or, your business can buy the patent or a license to
produce someone else's products or you could buy the whole company.

3.2 Diversification into a new point of distribution
Diversification into a new point of the distribution chain means that you expand the
radius of your busincss within thc value chain for your product.

Your busincss can diversity into a new point of the distribution chain through
vertical or horizontal integration:

Illustration below shows those methods:
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3.2.1 Horizontal Integration

Chapter 8: Diversification Strategy

Horizontal integration refers to development into actIvItIes which are
competitive with, or directly complementary to, a business's present
activities.

Here, your business acquires competitors to strengthen the market share.
By this method of growth, your business will acquire the competitor's
cllstomers too. As your business will be distributing similar products to
similar customers, it is possible for you to cut down on distribution costs
by using a common distribution system. (Example: A garment company
producing shirts and selling to Amman, this company can acquire a
company producing shirts and selling to. Irbid market; this will expand the
company's market, and utilize the distribution channels of the second
company).

3.2.2 Vertical Integration

Vertical integration can take place through 'backward integration' or
'forward integration':

• Bacl{ward integr"ation refers to development into activities which
are concerned with the inputs into the business's current business.

Here, your business diversifies into the core business of your
suppliers. Backward integration is done when the business wants to
guarantee the quality and the quantity of the raw material.

(Example: A garment company producing men suits acquired a
company producing zippers and buttons, this company will guarantee
the quality of its raw materials to produce quality suits)

• Forward integration refers to development into activities that are
concerned with a busincss's outputs.

IIcre, your busincss would go into business with the distribution
network by either setting up or acquiring dealers, wholesalers, and
retailers in order to control the distribution process.

(Example A garment company producing men suits acquired
garment shop in Amman)

3.3 Diversification into new and unrelated markets

The implications of diversification into new and unrelated markets were discussed
earlier in this module. Diversification into new and unrelated markets means that
you develop products, or acquire/enter into alliances with other companies offering
products that arc new to yuur company. In both cases, diversification into new and
unrelated markets bears the risk of the unknown; it is difficult to project the
acceptance level in the target markets, and can be a challenge to manage an
unfamiliar product portfolio.

136



STRATEGIC MARKETING MANAGEMENT Chapter 8: Diversification Strategy

3.4 Concentric diversification versus
conglomerate diversification

3.4.1 Concentric diversification
Conccntric diversification means that your business maintains a
technological or commercial link between the old and the new activities.
In concentric diversification, the organisation could add unrelated product
lincs to its product portfolio, but continue using the same sales force and
the distribution channels. Alternatively, your business could add a new
distribution method to existing product technology. .t-xample: 'Bie' an
international cost leader company that produces plastic ballpoint pens also
decided to produce plastic lighters, because the production techniques and
the marketing techniques are almost the same.

3.4.2 Conglomerate diversification
Conglomerate diversification means that the business diversifies its
portfolio by developing new products targeting new markets.
Conglomcrate divcrsification is the most risky growth option, since your
business is likely to be unfamiliar with the new target market, and has to
invest substantial resources and time in developing a new product first.
For more details on the risks of developing new markets, and the
challenges of developing a new product refer to Chapters six and seven of
this module.

Which types

HAJCOstores:

Producing tomato paste:

HAJCO could cOlllsidler
'HAJCO
production teChnilque
Question

Selling citrus juice concentrates to Europe is an()th{~r 'diversifiication'
pursue, They decided earlier not to do so bec;aw~e aIPproa(~h

difficult 10 pursue at this stage. If they would
decided, it would be by developing the citrus
(product development), and if would
(market development),
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Application exercise

Maybe you are also considering a diversification strategy for your business.
Which diversification strategy are you taking into consideration? Please explain
your motivation:

4. Chapter Summary

• Product diversification means that your business enters new markets with new
products, moving beyond the business's current boundaries (or value chain) towards
new opportunities

• Product diversification can help your business to grow since it enables you to exploit
market opportunities outside the radius of your current business activities. Also,
product diversification helps your business to spread business risks over a broader
range of markets and products.

• The disadvantage of product diversification is that it carries many risks; your business
is taking the double risk of entering new markets with new products, and may loose its
flJCUS. Therefore, a product diversification strategy is considered a high-risk strategy
compared to other business growth options discussed earlier.

• IQJliversify-YQ!!LQ!QQuclwrtfolio, you can go for one of the following options:

I. Organic diversilic;ltion versus diversification by acquisition.

2. Diversification into a new point in the supply chain versus diversification into
new and unrelated marl{cts.

3. Concentric diversification versus conglomerate diversification.
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BUILDING CUSTOMER

RELATIONSHIP

Chapter 9: Building Customer Relationship

Before preparing the strategic marketing plan for growth, it is essential for you to understand the
importance of building Customer Relationship for growth purposes.

What you will learn in this chapter ...
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1. What is Customer Relationship?

The way in which enterprises interact with their customers has changed dramatically over
the past few years. A customer's continuing business is no longer guaranteed. As a result,
enterprises have found that they need to understand their customers better, to quickly
respond to their wants and needs. In addition, the time frame in which these responses
need to be made has been shrinking It is no longer possible to wait until the signs of
customer dissatisfaction are obvious before action must be taken. To succeed, enterprises
must be proactive and anticipate what a customer desires.

Customer Relationship refers to understanding your customers, their needs and wants to
align your business processes, products and services to keep them satisfied and build
successful long-term commitment with them

2. Why Building Customer Relationship is
important for Sustained Growth?

Enterprises are living today in a very competitive market from one side and very
demanding customers from the other side. Successful enterprises need to react to each and
every onc of customcr demands cllcctively The market will not wait for your response,
and customers that you have today could vanish tomorrow. Interacting with your
customers is also not as simple as it has been in the past. Customers and prospective
customers want to interact on their terms, meaning that you need to look at multiple
criteria when evaluating how to proceed So enterprises today realized that:

• They must spend far more money to get a new customer than to retain an existing
customer.

• It is far more expensive to win back a customer after they have left than it is to keep
them satisfied in the first place.

• It is far easier to sell a new product to an existing customer than it is to a new
cllstomcr .

• Some customers arc vastly more profitable than other customers. Some customers
are unprofitable, and some customers are unprofitable and will never be profitable.

In order to stay competitive and sustain your growth, enterprises should develop strategies
to become customer-focused and customer-driven. These terms define the companies'
desire to build lasting customer relationships This could result into more sales through
existing customer retention and from attracting new customers in the market.

3. How Customer Relationships Can Help Your
Business to Grow?

In all cases, one aspect is the key for the sllccessful implementation of the marketing
effort: The goods or services must satis/)' the changing needs, wants and demands of the
customers over time This means, the customers must receive quality for their money.
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From a marketing point of view, quality means satisfYing customers' expectation. A
marketing strategy focusing on quality will aim at providing customers with products and
after sales services that truly satisfY their needs and wants. As a result, customers will
come and buy your product, not only once, but often so that you will have new and loyal
customers to make long term profits

Emphasis on quality is important for sustained growth because it enables your business to:

• Increase sales: Your existing customers come back to buy more products from you,
and new customers are attracted to purchase your products, some of them crossing
over from your competitors and others as first-time buyers.

• ent cost: Quality emphasis means that you reduce product faults, and as a result, you
have to spend less time and money on customer returning faulty goods or
complaining about poor service. You will, also have to spend less money on
attracting new customers You can focus your effort on developing long-term
relations with existing customers.

• Face local and overseas competition: Quality, here, means that you aim at
providing goods and services that comply with industry norms and standards, or, if
you are more ambitious, then you benchmark your products against the industry
leader and then seek to close the quality gap.

• Be ready for the challenges of the future to come: Emphasis on quality means that
you focus on product innovation, rather than copying the goods and services provided
by others and following the lead of your competitors, you focus on continuous
improvement through close customer interaction. By keeping your fingers always at
the pulse of your customers, their changing needs and wants, you can anticipate
trends, spot new market opportunities, thereby reducing risk of business failure.

In addition to emphasis on quality, enterprises could grow and sustain growth through
strengthening their customers' relationships by doing the followings:

• Seeking customer satisfaction through Customer Relationship Management (CRM).

• Building customer loyalty and customer retention.

• lncreasing Sales force productivity
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3.1 Seek Customer Satisfaction through Customer
Relationship Management (CRM)
Customer Relationship Management (CRM) is a marketing concept to identity,
cultivate, and maintain long-term profitable customer relationships. It requires
developing a method to select your most profitable customer relationships (or those
with the most potential) and working to provide those customers with service that
exceeds their expectations.

The objective of CRM is the optimisation of profitability. It begins with the
premise that not all customers are created equal It is only the enterprises that really
understand it: what, and how customers want to interact that are likely to achieve
customer loyalty and the associated profitability improvements.

CRM allows companies to bctter discriminate and more efficiently allocate
resources to their most-desirable customers. The caveat is that many enterprises
will compete for the same set of attractive customers. Because most customers tend
to have only a handful of meaningful relationships, some enterprises will lose even
their existing customers. Thus, the need and the capability to develop, maintain and
continuously execute eflective customer relationship programs are vital for
sustained business growth.

In addition, CRM is an information industry term for methodologies, software, and
usually Internet capabilities that help an enterprise manage customer relationships
in an organized way. For example, an enterprise might build a database about its
customers that described relationships in sufficient detail so that management,
salespeople, people providing service, and perhaps the customer directly could
access information, match customer needs with product plans and offerings,
remind customers of service requirements, know what other products a customer
had purchased, and so forth. Many CRM software solutions are available in the
market today that suits different type of businesses.

Thcre arc many dilTcrent benefits of CRM for every growing business and we can
list some of thcm

• Identilying qualified leads and gaining new customers.

• Closing sales more effectively and efficiently.

• Allowing customers to perform business transactions quickly and easily.

• Providing service and support following a sale.

3.2 Customer Retention and Customer loyalty

Customer retention can be created when you keep in contact with your customers
(build a relationship) and most importantly when you have nllfilled the customer's
expectations better than your competitors
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For your business, it is the process of building and managing your customers and
other value chain relationships to increase repeat purchase, customer retention and
profits. The relationship process will move your customers up the ladder of loyalty
illustrated below from the position of prospect to the position of being your
advocate at the market place.

THE LADDER OF LOYALTY

I
Source: Relationship Marketing, Christopher, Payne, Ballantyne

PrOS(lect: -someone whom you believe maybe persuaded to do business with
you.

Purchascr: -someone who has done business with you just once.

Client; -someone who has done business with you on a repeated basis, but he
feels neutral toward your business.

SU(l(l0."tcr: -someone who has done business with you, likes your business, but
only supports you passively.

Advocate: -someone who actively recommends you to others, who does
marketing for you

Other im(lOl·tant things to Imow that hel(l to create customer loyalty and
customcr "etcllt iOIl.

Motivating a salcs tcam Giving them a fixed salary and a bonus if they reach
their personal targets can motivate your sales people. The personal targets are
based on your marketing objectives.
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• Focus on customers. Besides your segmentation and targeting, you always
have customers that have more sales potential than others and there might be
differences in the sales shares per customer. It is known that generally 20% of
the customers generate 80% of the sales. In that case, you should put 80% of
the sales ellort in your big customers or the high potential customers, without
of course, neglecting your other customers.

• Follow-ups. If customers have bought something, they will really appreciate
when you tallow - up the sale. Besides, that follow-up provides you with
information that will help you to build on your competitive edge. You can
develop a procedure for your sales people by explaining to them when, how
and by whom the follow-up must be done.

• OlTcring cxccllcnt sel·vicc. Service is actually intangible, but plays an
important role in satisfying your customers. Especially, when customers do
not expect things OtTering service and quality even if the customer has to pay
for it, either direct or indirect, creates long-term relationships. Your
employees should treat customers like guests. Tell them that they should treat
your customers exactly as they want to be treated when they visit a company
to buy something. Especially, in the hospitality business they should
understand the importance of service. A very good example is the story of a
general manager of a large hotel chain. He created a service oriented culture
inside, as well as outside the company by using the phrase "Yes, I can".
Every cmployee wcars a nameplate with that sentence.

• Never promise things you can't fnlfill. It happens often that (new)
customers are promised things you actually can't fulfill. If customers have
complaints about your product or service, then they ask you to do something
about it, and then do something about it. Tell them when, how and by whom
the problem will be solved, and solve the problem. If you think that the
problem can't be solved or that it will take a long-time, be honest about it.

• Professional knowledge. Knowledge of the products you sell is generally, a
way to satistY customers. Therefore, you should train your employees not
only at the beginning, but also during the time when your business is growing.
Besides, having created knowledge about your products, the people that have
contacls with yom customers should have knowledge of the businesses your
target markets are in. Knowledge of the target market businesses helps you to
identitY opportunities and threats. If you are able to understand the business
of your customer, you will also be able to 'help' him/her to find solutions for
his/her problems.

• Accessihility If (new) customers try to reach your business but it takes too
much time, they will consider going to one of your competitors to help them
by fulfilling their necds. Accessibility is usually one of the factors that
influence the buying behavior of your (potential) customers. Your business
phone must be properly answered before it has rung four times. The right way
to answer the phone is: Good morning (afternoon, Good evening), name of/he
hl/siness, n(lme of the employee who answers the phone, how call I help you.
When you really want to grow your business, you can consider using a
separate telephone number tor complaints. A person that has all the customer
information and has good communication skills and good problem solving
skills (without promising things they can not fulfils) must answer that phone!
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• Develop procedures. If you develop procedures, your employees will run the
business as you want it. Actually, you can develop as many procedures as you
want to, but you should know that it takes a lot of effort. On the other hand,
your operation will run more efficiently, and you will be able to provide a
better service. In procedures or manuals, you should explain, how, when and
by whom things have to be done. For example, you can develop procedures
for answering the phone, helping customers, dealing with complaints etc.

Long term cLlstomers are more profitable to you because:

• Regular customers place frequent consistent orders. Therefore, they are less
costly to serve.

• Long-established customers tnlst you, and tend to buy more.

• Satisfied customers sometimes pay premium prices.

• Loyal customers make it difficult for competitors to enter your market or
increase their market share.

• Satisfied customers will often recommend your business to potential
customers.

• Acquiring new customers may cost your business a substantial amount.
I ligher retention rate Illeans fewer customers need to be acquired.

• Customer will be your advocate at the market place

3.3 Increase Sales Productivity

To get a beller ullderstanding of sales productivity we should introduce two
important terllls, sales <!;//icielf(y and sales e.I/eclivelless, the two components of
sales productivity

• Sales efficiency is about how to get in front of the right customers, for the
right amount of time, at a minimum cost.

• Sales effectiveness is about how to maximize sales potential once you're
there.

The etliciency/eflectiveness distinction helps us to understand and improve sales
productivity. It is generally true that a sales force selling lower value products (like
mass products) makes many small sales to a large number of customers. A major
account sales force, in contrast, tends to have comparatively few customers but the
average size of the sales is much larger (like capital products).

The number of potential customers in an enterprise's customer base, and the sale
value of the product usually have significant implicatiolls for whether a sales force
concentrates on efficiency or on effectiveness (see figure below).
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For enterprises that have many potential customers to cover and product sale value
relatively small, efliciency improvement of sales force helps to get more prospects,
on the other hand, little potential customers to cover and high sale product value
would require more concentration on effectiveness to bring more results.

As a consequence, small sales value products are easier to make, so improvements
in effectiveness, such as better selling skills, have less impact on small sales than
they do on large.

Etlicicncy
focus brings
best results

Number of
Jlotential
accounts

............. , , , ,..

Effccti vcness
focus brings
best results '

""'... .... '.... ~ .

Size of each sale

Sales productivity is the combination between efliciency (how many prospects you
can visit) and effectiveness (what you do once you are face to face with your
prospect). Which means?

Sales JlI"odllCtiVity = Sales Efficiency + Sales Effectiveness

By increasing sales etliciency (increase number of sales calls) and/or increasing
sales elledivencss (quality or cach sales call) then sales productivity will increase,
and by increasing sales productivity you grow in sales and relatively you cut costs
per sale.

You can increase sales ell1ciency through motivating the sales force to make more
sales calls by improving their planning, time management skills and by
implementing sales motivational plans. You can increase sales effectiveness
through upgrading the quality of the sales call by upgrading the selling and
communication skills of the sales force and mastering their negotiation and closing
skills. So sales productivity is all about increasing the quantity and quality of sales
calls.

You can use sales ell1ciency and effectiveness as diagnostic tools to measure your
sales t'Jrce productivity:

Efficiency Ratio = Potentials/Prospects (potentials not visited yet/prospects where
you have visited and found opportunity).

146



STRATEGIC MARKETING MANAGEMENT C/Japter 9: Building Customer Relationship

The Potentials/Prospects ratio is a guide to the potential of a market. The high
result of the ratio indicates that there is inadequate market coverage and needs to
motivate the sales force to do more sales calls
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Hana Juice Company (HAJCO) Ltd.
Continued from the previous page.. :

Based on all the above HAJCO decided to do the following: .. . .
1. Update its customer database through visiting all Its customers bysales people

and fill the customer database form and listen to their requests and report that
on daily bases. . •.... .••.•....•. ..•.•... • ...

2. Take each request seriously and try to respond to these requests within 48
hours. ..

3. Look for the right CRM software to manage its customers' relationshipwithin 2
months.. . ...••.•........ .

4. Decided to classify its customers based on the size of the businessthey do with
HAJCO. In order to classify who are advocates. supporters, clients and
customers.

5. Mrs. Hind will qualify list of prospects of the hotels in the market and try to make
joint visits to them herself with the sales person to make the best she canto
increase the number of new customers. . .. . .. ...

6. Developing policies to keep in touch with customers by sales people andreport<
any customer request and how to handle each one of them. .

7. Mrs. Hind developed daily sales reporting system and decided to arrange for
training the sales force on planning, time management, and customer service·
skills.

8. Mrs. Hind developed motivational yearly bonus system to sales people, named
the best sales person of the year, to keep their customers satisfied.

Do you have a database of all your customers? Do you have all information
needed about them which can help you build relationship with them? Explain?

Continued on the next page...
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Continued from the previous page...

Can you determine, based on the size of the business they do with you, how
many of your customers are Advocates, §LJPpo~ers,C:li~nts?

Advocates ( %)

Supporters ( %)

Clients %)

What can you do to make your customers who bought once from you to
become clients?

Do you think it is important to have CRM software system? Explain why?

Calculate your sales Efficiency and Effectiveness ratios of your sales force and
based on the results give recommendations on how to increase your sales
productivity?
..."" ...,,'.

Efficiency Ratio (for each producUmarket) =
." ", ..

Effectiveness Ratio (for all sales people) =

Actions to be made to increas~ your sales pr()cjuc;tiyity:
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4. Chapter Summary

Customer Relationship refers to understanding your customers, their needs, wants to align
your business processes, products and services to keep them satisfied and build successful
long-term commitment with them.

In order to stay competitive and sustain your growth, enterprises should develop strategies
to become customer-focused and customer-driven.

Enterprises could grow and sustain growth through strengthening their customers'
relationships by doing the followings

• Seeking customer satisfaction through Customer Relationship Management (CRM).

• Building customer loyalty and customer retention

• Increasing Sales force productivity

Customer Relationship Management (CRM) is a marketing concept to identifY, cultivate,
and maintain long-term profitable customer relationships

Customer retention can be created when you keep in contact with your customers (build a
relationship) and most importantly, if you have fulfilled the customer's expectations better
than your competitors did

The relationship process will move your cllstomers up the ladder of loyalty illustrated earlier
from the position of prospect to the position ofbeing your advocate at the market place.

To get a better understanding of sales productivity we should introduce two important
terms, sales efficiel/cy and sales effectiveness, the two components of sales productivity:

• Sales efficiency is about how to get in front of the right customers, for the right
amount of time, at a minimum cost.

• Sales efi"ccliveness is about how to maximize sales potential once you arc there.

Sales clllcicncy and ellcctiveness could be llsed as diagnostic tools to measure your sales
force productivity.
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MARKETING GROWTH PLAN

Now, after identifying the marketing strategic options for growth, your role will be selecting
what is suitable for your business to grow and prepare a marketing plan.

What you will learn in this chapter ...
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1. What is a marketing plan?

Chapter Ten: Marketing Growth Plan

A marketing plan is a document that describes the strategic and tactical choices that you
have made to align the marketing function with the overall goal of your business.

The following outlines the contents of your marketing plan:

• Analyse your current business situation:

• Define your enterprise Mission, Vision, Objectives and Goals.

• Market and competitor analysis

• Analyse your existing marketing mix.

• Describe your business environmental analysis (STEEP).

• Prepare SWOT analysis.

• Define your key success industry factors.

• Define your business competences.

• Setting your marketing and sales growth objectives

• Define your market segments to be targeted for each product (Positioning).

• Define your marketing growth strategies and marketing mix.

• Forecast your Marketing budget and financial return.

• Prepare your action plan and implementation.

• Define procedures for evaluation and control.

2. How can a marketing plan help you manage
the growth of your business?

A marketing plan helps your business to:

• Focus the marketing effort

• Communicate the marketing effort through the business

• Successntlly steer through the implementation process

• Monitor progress

• Evaluate the success of the marketing effort and use the information for nlture
planning purposes.

• Avoid making costly mistakes

• Allocate your financial resources in the most effective efficient manner
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In order to be able to prepare your marketing plan or align your existing one, first, refer to
- the Strategic Management Module Chapter 2 & 3 -, where you have analysed your
business situation, your environment, external (STEEP Analysis) and Internal (SWOT
analysis), you defined your key industry factors and your competencies. And you have
defined your Mission, Vision, Goals and objectives. Based on all of that, you have
established your strategic management direction for growth. This is very important as the
base for you to prepare or align your marketing growth plan.

In this module you have learned the possible marketing strategic options for growth and
you were able to define your target market and analyse your product-Portfolio; so you
should now be ready to define your marketing and sales objectives and align or formulate
your marketing growth plan to implement your chosen marketing growth strategies and
detail the actions and tactics to be used for you to grow.

You need to think about your marketing budget and forecasts of revenues to achieve your
marketing and sales goals and objectives (the short-term and long-term).

It is very important to schedule the events in your plan and assign responsibilities well in
advance Use a very large scheduling board, and put it in an easily viewed spot. Set up a
reporting structure with progress reports and rcgular communications that will keep your
plan on target. Making deadlines in the marketing world can be critical to the success of
your business growth

Finally, you should review quarterly your marketing and sales performance goals. Check
your market share Look at your sales figures based on not only the origin of the sale, but
the type of customers as well. In other words, is this an existing customer, a new customer,
or a new customer with a totally different demographic profile? Are you retaining existing
customers, or are most of your sales comings from new customers? What is your
competition doing? Which means that you should evaluate continuously your marketing
plan implcmcntation and align your actions accordingly

3. How to
growth?

realign your marketing plan for

To realign your marketing plan, you have to follow these steps:
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3.1 Make a strategic choice of your preferred
growth scenario

Based on analysis of the pros and cons of the four essential growth scenarios
outlined ill this module, you have to choose either one strategic option or a
combination of strategic options to pursue

~'""
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Analyse the attractiveness of the various growth scenarios for your own
business. Choose one growth scenario, or a combination of growth scenarios
that you think carries least risk and highest growth potential for your business.

It is highly likely that you will review your choices of strategic growth scenario
later, once you have computed the factors from other business functions
influencing business growth. Accordingly, you should consider the choice of
strategic growth option at this stage to be "work in progress"

My preferred strategic growth scenario/combination of growth scenarios is:

3.2 Adjust the marketing objective
In the next step, you have to adjust the objectives of your existing marketing plan,
to clearly reflect the new growth-orientation of your business. Where no such
marketing plan is in place yet, you have to set a new marketing objective at this
point.

Your marketing objective has to link back to the overall strategic growth scenario
that you have decided to pursue. For example, if you have decided to develop new
markets for your existing products, your marketing objective must reflect that
strategic choice.

Your marketing objective should be clear, measurable, realistic and time-bound,
and ambitions

Your marketing objective also has to renect the cllstomer focus of your overall
growth strategy, and its overriding concern for quality and continuous
improvcmcnt (as outlincd in Chaptcr 3 of this module, the importance of building
customer relationship)

3.3 Define growth-oriented performance
indicators

In the next step, you have to define performance indicators that allow you to
measure progress on the business growth path as a result of the marketing effort (%
increase in rcvenuc, % of new customers, % of repeat customers, gross profit
margin, and net profit margin) You also have to fix a benchmark or performance
goal for each indicator, to measure progress towards the achievement of the
marketing objective Performance benchmarks, here, indicate mll1lmUm
performance thresholds that might well be exceeded in practice
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1. Set a smart and ambitious objective for your new marketing plan. Make
sure that the goals place the customer in the centre of attention and
emphasise quality.

The objective of the marketing effort is to:

2. Define a set of growth-oriented performance indicators, with performance
benchmarks:

Indicator Performance benchmark

.~._._~.~------_..__.-._-_._------~---- ------------------1

3.4 Describe your target markets

In the next step, you describe the profile of the main markets/market segments that
you intend to serve in the future and why you feel that the competitive edge of your
business matches the market opportunity.
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1. Describe the markets/market segments to be served by your business in
the future.

2. Describe why you feel that the competitive edge of your business can
match the challenges posed by the target market.

I--------~---------f__-------------__I

2.

3.

3.5 Re-arrange the marketing mix
The next step is to re-arrange the marketing mix, or to define a new marketing mix
(or your marketing effort. To that end, you have to choose from the spectrum of
tactical choices that were presented to you in this module, i.e. the techniques and
tools to customize your offer, organise your distribution system, and plan your
promotional campaign
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Describe your marketing mix to achieve the growth objectives, choosing from
the range of tactical options outlined in this module..

~-~-~~~~--~~---~~~-----~~~~~--~~~~~~-,

Planned Marketing Mix

Product:

Price:

Place (Distribution):

Promotion:

3.6 Quantify the investment needed to implement
the marketing effort
A last step, you have to quantitY the investment planned to carry out the marketing
eflort. To that purpose, quantitY the cost implications of the various components of
your marketing mix. The overall costs of the planned marketing effort playa major
role in your tinal choice of marketing strategy. So you will likely have to play and
fine-tune the marketing mix to reach an investment level that is in acceptable
relation to the likely return on the marketing effort.
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Eya Module: Strategic Financial Managernent tell~fYoumoreab()ut
how·· to make acostMbenefit analysis for various dnvestment

.......... ,' .. _---_... ". --,

scenarios.

Quantify the cost implications of the activities planned as part of your
marketing mix

Planned Marketing Mix

Product:

Price:

Continued on the next page...
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Continued from the previous page ...

Planned Marketing Mix

Place (Distribution):

Promotion:

Congratulations!! I You have completed your marketing growth plan. By
implementing this plan, you will be able to achieve your growth objectives!! To
finalise the work and ensure that you have a concrete implementation plan,
complete the action plan at the end of this module.
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Product-portfolio
juice)

Situational analysis and Strategic Management Direction:

HAJCO decided to develop a Marketing Growth Plan based on the situational analysis
and strategic management direction which has been discussed in the previous Module·
(Strategic Management Module). As you remember HAJCO decided to follow a
'differentiation strategy'. This means that he has chosen to grow on the basis of products
that add value to a larger segment of the market. HAJCO is, therefore, planning to move
away from its current 'focus strategy' whereby the company only serves the higher~end

tourist market in Jordan. This strategy will allow HAJCO to expand, and is in line with·
their competitive advantage in the market. . .
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High .

No ..
. .

Average

Average

NoNo

Very High Low

HAJCO . Comp 1 C0f!lp29ofllP3

High·• Average Low

Quality
-·--~·······~···_---t----r---........,-.II-----,-........,-.I

Feature •..

Price· .

Real citrus> Yes

(HAJCO) Marketing Growth plan
Continued on the next page...

. ,-- ---" -" , ..

As HAJCO positions itself 10 the market based on price and qualitythe figure will
follows: ... ....

. -- '.' ,' .. :- ."":-,' ,":.','.-':.-" ' .

HAJCO consider that their fresh citrus juice is a specialty good <Wilh . unique
characteristics above regular citrus juice in terms of its freshness and qualify,

The market share of the market leader (in the hotel market) is 60%. HAJCO's market
share is expected to be 20% and the rest is from other players.

Competitors Analysis (Chapter Two):

Marketing Mix Analysis (Introduction): . .
• HAJCO incurred costs for the development and introduction of the product.

• Packaging was not very attractive to the consumers.

• Marketing focused on persuading the hotel market (the early adopters for this
product) to buy. .. . . .. .. .

• Pricing was mostly low (promotional), to attract customers.
• HAJCO had limited distribution channels.
• HAJCO developed promotional materials to educate the hotel businessabout

their product.

Contilluedon the nexfpage...
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(HAJCO) Marketing Growth plan

............... . g'?':l!i'"l~~~ .. 9'"1.!~~'"I~~! ..P~9~~:: .. L........ _ .

HAJCO summarized the future product-market definitions based on the above decided
marketing strategic options s follows (See Chapter 2):

Customer ori,enltation
• Maintain at

clients over the
• Distributors

by phone;
within 24. hours; deliveries ••. are
reduced 102 days by the end of the
year

HAJCO defined its Growth marketing objl~cIi'ves

(a) Sell citrus juices in supermarkets and restaulrarlts.

(b) Introduce new product (Tomato paste),

(c) Export citrus juice concentrates to Europe.

Long term

Customer orientation
• Increase re-buy of customers to

90%
• Delivel)l to distribution channels

within 2 days of request

Market Market Product Diversification
Penetration Devel~pment Development
~-------

What Fresh citrus Fresh citrus Tomato paste Dried Citrus
drinks drinks juice

concentrates
To meet what A need for A need for A need for A need for

healthy and healthy and healthy and healthy and
pure natural pure natural pure natural pure natural
thirst- thirst- tomato citrus juice

uenchers uenchers
For Whom Tourists All potential All potential All potential

who want consumers consumers consumers
high quality who want high who want who want
fresh citrus quality fresh high quality high quality
drinks citrus drinks meals with citrus Juices

tomato
Where Jordan Jordan

2. Adjust the marketing objectives tnu";tr·rf Qlro""tn:

3. Define growth-oriented n""rtn,rml::anl~"" imJicat()rS
The Long-term and short-term
four):

Continued on the nextpage•.•
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Short term

Competitiveposition: .... . .. ......
• Sales growth of 25 % in next 12 months
• Market share in the hotel markef

reaches 40% in 12 months
• Firstdev(;}lopment phase •... of

paste completed by nexfyear.....
• Marketresearchoncustome( profile

conducted; existing productachieyes1
million J.D sales with current and new
target groupin year 1.

Long term
---=;------ -t--=-~-;_c;_~-77----'--~~...........- ..........--.,....,

Competitive position:
• A growth of sales turnover of

25 percent per year
• Citrus juice has entered new

local markets within planning
period and achieved higher
market share in current
market.

• Segmentation of products
from tourism market to local
markets within planning period

Citrus juice for 10%
supermarkets HIGH
and restaurants.

4. Describe your (new) target markets .... .••.... ....•..... ....•...••.•.... ..•............
HAJCO decide to select the high-income youth and medium-aged population, as
their target groups, as they will become the two biggest groups inthe future.

High Income with a focus on healthy food and Medium age group (26-55 years) that
seek citrus juices as tasty, pure and healthy. To promote longevity.

According to the information from the trend watcher and the fact that the sales of
HAJCO citrus juices will be growing in the supermarkets, it can be saidthatthe
growth potential is high (> 10%). Based onthis infonnation HAJCO preparedlhe
follOWing matrix:·· .

5. Re-arrange the marketing mix

The adjustments on the marketing mix to match the above strategies areas follows:

Product:. ......••.....•.....•.•..••....•.••••.. .........•...·...··i<·..•..•. ii .....
•.. Packaging:HAJCO will use two sizes of wax~dGartonstorefleGtthefresh

content and to meet the different consumer'sbehavioyrsoflheirtargefmarket;
the carton is a little bit silvered to give th(;} drinK a refreshingivisual and
distinguisheddesign.HAJCO will use surrounding the carton with information
about the contents of thecart0ll ' the production~ndexpiry dates, thelogoof the
company, and a picture of the Jordan Valley landscape. Information will be
written in both Arabic and English languages.

• Develop new product "tomato paste"
• Providing value added services such as fast delivery. .. . . ...
• HAJCO want to use branding as a strategy to penetrate the hotel industry further

and subsequently make it possible to enter the supermarket and restaurants
sectors. . . .... .•.• ••.•••.• .............••..•....< .•..•..

• HAJCO will study the cost of producing dried juice concentrates for export and
be ready for developing this new prodUct whel1 time is ready forthat· .

,,-" '-: .,', ..,- ,',".-.",' - ','

,.,~ ,~ .,.." ,.,., , , , _ ~ .
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(HAJCO) Marketing Growth plan

...................... ~PJ'ltill~~9 ~J'l~h'!!!:1~?'!P~9!,~~
Place:
• HAJCO will introduce its citrus juice to the supermarkets and restaurants very .

soon.

• Increasing distribution channels,

• HAJCO were thinking of selling to sport clubs.

• HAJCO had to identify whether to sell through a wholesaler or directly to .
supermarkets.

• HAJCO identify to approach 'Food Link' as an independent wholesaler to.
distribute its citrus juice to supermarkets and specialty food stores in all major·
towns in the country. They also distribute to a fairly large numberofthebetter
restaurants. . . .

• HAJCO identify to approach 'Cost U Less', as an independent wholesaler to
distribute its citrus juice to over half of the sport clubs in the country. .. ..... .

• HAJCO might decide (if business is going well) tosetupa jointventl.lrewithlhe
distributor. .. . .. . .

• Jordan and EU signed Free Trade Agreement and this information encourages
HAJCO management to seek the possibility to enter the EU market and benefit
from this opportunity.

Price: .' . ...•...••...•••.•'•.. <>.<....... .
• HAJCO management decided to adopt the 'maximum currentrevenue'pricing

approach for its existingcitrus juice, by setting a lower price, because they
believe this will assist them' in gaining market share faster and grow. .... .

Promotion:
• Heavy promotion to create a brand name in the local marketfor HAJCO fresh

citrus juice.

• HAJCO is also contemplating a promotional campaign In hotels and restaurants
to create higher awareness amongst customers about their freshcltrlls product

• HAJCO management decided to develop a website that contains only
information about the HAJCO products and generating sales byreceivingorders
from the website.

. .. , '.

• Direct-mailing campaign to hotels with the message 'citrus drinks 24-hours

available'. . ••• .• ..•.• •..•• ••••. <... «>
• Youth will need to be informed about the drink as a trendy energizer. Put upa

big bill board with a picture of are-energized sporty looking young man> .
• Higher income earners, with healthy lifestyle .awareness,/willneed<tobe

approached about the health and natural aspects of the drink. . .. . ... ..... .
• A team of sales people will offer free samples of citrus juices •in the

supermarkets.

• HAJCO will spare sarne time to visit tile owners of the supermarkets, an<f
introduce them the new product assortment.

..,.,., ,.. ~., , ,.~ ., ~ _,.,., , , _ ., -..,... - .. --- _, .

·····Continuedon the next page•..
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• HAJCO also, hope that the distributor will be willing to put the logo ofHAJCO on
their delivery vehicles.

• HAJCO will update its customer database and manl'lge its customer relationship
more effectively, .

• Look for the right CRM software to manage its customers' relationship within 2
months.

• Developing policies to keep in touch with customers by sales people and report
any customer request and how to handle each one of them.

• HAJCO developed daily sales reporting system and decided to arrange for
training the sales force on planning, time management and customerservice
skills.

• HAJCO developed motivational yearly bonus system tosales people,named
the best sales person of the year, to keep their staff satisfied.

• Decided to classify its customers based on the size of the business they dowith
HAJCO. In order to classify who are· advocates, supporters, clients and
cllstomers.

• HAJCO will qualify listaf prospects ofthe hotels inthemarketand trytamake
joint visits to them herself with the sales persontomakethebest she canto
increase the number ofnew customers. . . .. . .

• Training to sales people should be done inseIUn~Jskillsandproduet-Market
knowledge. . . .... ... ... ... ... .... ..

. ,,- - - . '" " ". -, ,.

. :''::''.:>, ".<:::'-'-:-::.. '::.-:>. -- ,:-:,.:,>::: . ".>::.-:-.-.:- -"-.': -. ,-- .
. .' ,:.»-"'-;-:.. ,:.. -:-:.::::.- ,,-."::.::"-',.,'.,---- ",.:,::,,:::,- .',:::";'.."---- .

6. Quantify the investment needed to implement the marketing·
effort

HAJCO will draw an Action plan to implement all the above strategic actions
through defining practical tactics In details and assigning people to do them with
dead lines and budget. (See the attached HAJCO action plan to achieve the first
marketing objective). Also, HAJCO will develop a follow up i3nd evaluation
procedure to control and adjust the marketing growth plan frequently.

. ,-- -- ,,-.

HAJCO will calculate the return out of this plan and all the related expenses and
financing needed to implement the actionplanWillbll defined.
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HAJCO ACTION PLAN

Sell citrus juices in
supermarkets and restaurants

Product: 1. Providing value added Jan Feb Hind Prepare policy for that and train
services such as fast delivery. the person in charge.

Send letter to all customers
about this policy. (Est. 50 JD).

Price 1. Adopt Maximum current Jan Feb Hind Prepare letter to all potentials.
revenue pricing approach, by

Prepare new price list to thesetting lower prices.
sales team.

Promotion 1. Promotional campaign in Jan Dec Hind Co-ordinate with the advertising
hotels, restaurants and agency the campaign plan and
supermarkets to create budget. (Budget of 2,500 JD)
awareness and brand name.

Choose the list of supermarkets
2. Offering free samples of Jun Aug Hind to offer free samples and

citrus juices in the schedule between sales people
supermarkets. to do that. (Est. 250 JD of free

3. HAJCO has to ask "Food Jan Jan Jameel samples)

Link" distributor to put the Get quotation for Logo painting
logo of HAJCO on their on the vehicles. ( Est. Cost 200
delivery vehicles. JD).

4. Start selling to restaurants Apr Dec Hind Employee three sales people to
handle this target market. (Move
request to HR )
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Objective Activities Time Frame Respons Resources Status
(What To Achieve?) (What Should Be Done?) (When It Should Be ibility (How It Should Be Done? And how

Done?) (Who much will cost?)
Should
Do It?)

Place 1. HAJCO will introduce its Jan Jan Jameel - Study the increase in production
citrus juice to the cost
supermarkets and - Search for financing for therestaurants very soon.

increase in production. (Move
2. HAJCO had to identify Jan Jan Jameel request to Finance Dept.)

whether to sell through a - Study the feasibility to distributewholesaler or directly to
direct or thru Wholesaler. \

supermarkets.

3. HAJCO identify to approach Feb Feb Jameel
'Food Link' as an ,,

Iindependent wholesaler to
distribute its citrus juice to - Meet with "Food Link" and get

supermarkets and specialty an offer for distribution.

food stores in all major
towns in the country. They
also distribute to a fairly
large number of the better
restaurants. Mar Apr Jameel - Start the distribution and employ

4. Start distribution to one person to handle the orders.
supermarkets and (Move request to HR Department)
restaurants

HAJCO will do the same for the other strategic options and adjust the marketing mix accordingly.
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GLOSSARY OF MANAGEMENT
TERMS USED IN THIS MANUAL
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