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Understand the importance of a marketing plan

Focus on Small Business: Kwok Kee Restaurant

• Friends raved about family’s porridge recipe

• Business founded in 1968

• Kwok-Foon Lai needed a way to be different from other restaurants (porridge is an

everyday food – the Chinese version of fast food)

• Decided to stay local (Yuen Long) for personal convenience and lower rent expenses

• Major street near a large complex of apartments

• Costs were much lower than the competition’s

• Advertising by word-of-mouth

• Exceptional customer service (If loyal customer was short in cash he said “Pay when you

come to eat next time”)

By locating near the apartments Kwok-Foon Lai had a large amount of traffic

by his store making it very convenient for customer’s to come in & few

competitors!
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Understand the importance of a marketing plan

Marketing plan: a systematic written plan of all phases of marketing for a business,
including information on the product, price, and distribution (place) and promotion
strategy, as well as a clear identification of the target market and competition.

Will help you articulate what it is that you are going to do

Over 60% of new products introduced every year fails, mostly for:

• wrong place;

• wrong price;

• wrong time;

• wrong people.
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Understand the importance of a marketing plan

Marketing process

• Step 1: connecting your customer to your product or service through the value proposition.

• Step 2: applying the value proposition to the mechanisms of making connection through the 4 Ps of marketing
for generating sales.

Marketing plan outline Step 1 and Step 2

Components: Discuss your target market and their needs (Why are they unique?  Why will they react in a similar 
manner? What are they missing?, Explain your current situation: your company’s position in the market and that of 
competitors, create a sales forecast, define the marketing strategy and objectives, provide information about the 4 
P’s: Product, Promotion, Price, and Place



Understand the customer to define the target 
market
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Understand the customer
Target market

Segmenting Your Market

Market Segmentation is the process of dividing the market into smaller portions of
people who have certain common characteristics and have somewhat homogeneous
needs for a product or service

Target market – the segment or segments you select on which to concentrate your
marketing efforts

Dividing the market can be done several ways:

• Geographically. Many business choose to operate in one country. Some service industries 
have no choice but to segment geographically.

• Demographically. Income, ethnicity, sex, education level, marital status, etc… Life cycle 
position (unmarried, married without children, married with small children, empty nesters, 
retirees, and so on).

• By the benefits sought. Benefits they seek (speed, safety, capacity, and the like). 
Good value versus those more interested in reputation.
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Understand the customer
Target market
Segmenting Your Market

Target Market: The point of identifying the customer roles and building the customer profile is to
help you clarify exactly who would be the best customer for your business -the person who would be
helped most by the product or service you’re offering, and because of this would be your best and
most loyal customer.

• Total available market (TAM): This represents everyone who might consider the product or
service you’re offering.

• Serviceable available market (SAM): This represents customers within your geographic reach. If
you depend on local traffic, it might be your neighborhood, city, or region. If you’re online, it could be
as large as your TAM.

• Serviceable obtainable market (SOM): This is also called your target market 
and represents the customers that you think would be interested in your 
particular product or service. This is almost always first based on the pains 
they are suffering or the gains they aspire to acquire, but it can also be refined 
by other demographic, attitudinal, or behavioural qualities like their 
income, their fashion sense, their participation in particular activities, 
or even being close by. 

• Penetrated market (PM): If your business is operating, your actual number 
of customers divided by the target market tells us how much of the market 
you have attained so far, and how many people are available to be sold to.
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Understand the customer
Target market
Segmenting Your Market

Who could be your target customer?

1. Benefit Matching: The more closely customers’ needs/pains/gains align with the features or
benefits of your product or service, the happier they will be.

2. Long-term value (LTV): A repeat customer will give you more revenue than one who buys from
you only once. A customer who buys the premium product will give you more profits than one
who buys the basic version. A customer who buys the product and add-ons like accessories or
warranties will give you more profits than one who sticks only to the product itself. Going after the
customer who will bring the most revenue and profit to your firm is a time-honored way to target.

3. Influencer Impact: A customer who buys your product or service and likes it is good, but one who
spreads his or her message of happiness to the rest of the world, through word of mouth or
social media, can lead to increased sales from customers you might not have known to target.

In deciding on whom to target, keep in mind that there can occur for some businesses a “perfect
storm” of benefit, influence, and long-term value, and these often characterize your perfect
customer.
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Understand the customer
Target market

Segmenting Your Market

Three targeting strategies:

• Undifferentiated: uses no segmentation; assumes that all consumers have virtually identical
needs and can be reached by the same marketing mix

• Differentiated: market selects two or more distinct groups of consumers and design specific
marketing mixes to meet their needs

• Concentrated: marketer selects one specific group of consumers and designs a marketing mix
specifically for that group

Identifying the customer roles:

• Purchasing process: The sequence of steps an individual or organization goes through in making
a decision to buy a product or service.

• Budget cycle: A term applied to the schedule and the process for setting the schedule for
making purchases by an individual or an organization.

• Customer profile: A detailed description of an archetypical or hypothetical potential
customer for a product or service, also called a customer persona. The process for a start-up
should begin with face-to-face interviews with people you have identified as potential
customers. The goal in these interviews is to get an unbiased sense of the ways potential
customers think about dealing with the issue your product or service helps resolve or improve.
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Why bother with targeting?

Different potential customer

• End user: A customer role that describes the person who eventually makes actual use 
of a product or service in his or her personal or work life.

• Purchaser: A customer role that describes an individual or institution that pays for or 
obtains a product or service.

• Decision maker: A customer role that describes a person in an organization who is 
responsible for choosing which product or service will be obtained.

• Influencer: A customer role describing a person or group who can make credible or 
recognized suggestions or recommendations to others regarding purchase choices.

a) Don’t waste a lot of effort and money
b) Determine purchasing behavior
c) Identifying the best ways of reaching these potential clients
d) Also pays to think about secondary target markets (customers 

who might be interested in using your product or service, but are not 
whom you probably start out targeting) 

Strategic Planning
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Understand the customer
Building the customer profile

Free download from https://xtensio.com/edu/esb/

https://xtensio.com/edu/esb/


The major methods of conducting market 
research



15

Secondary data is… :

Information already collected for some other purpose than the current problem

Marketing research: Can verify the size of the potential market. Show what the 
competitors are doing correctly. Also, their weaknesses. Reveal where potential 
customers are likely to shop, to see advertisements, what is the reasonable price

• Primary research: Primary research is more expensive and takes longer to do but 
can be tailored for your specific need. Primary research: gathered to answer a specific 
marketing question (hiring professional to do this). Primary data: information is extremely 
current Take some more time and money to gather it. Marketing research firms can do this 
for you (Zoomerang, Survey Monkey, Vista, Web hotlinks, SCORE. 

• Secondary research: Secondary data is cheaper and faster, but less than perfect. 
Secondary research: research for some other reason than your specific question 
(BizStats.com, Economic Census, Business Expenses Survey, Capital Expenditures 
Survey).

a) Information gathered to answer a specific marketing question
b) Information that is extremely current
c) Information already collected for some other purpose than the 

current problem
d) Data gathered by observation

The major methods of conducting market research
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Data collection method using a questionnaire is…

Methods for gathering data

Ethnographic research: data gathered by simple observation – seeing what 
consumers do, rather than asking them (video surveillance, secret shoppers, and even 
bar code tracking to see which products are naturally purchased together.)

Focus group: form of data gathering from a small group led by a moderator.
• 8-20 people drawn from the target market
• Make sure questions are asked the right way
• Participants are paid for their time

Survey: data collection method using a questionnaire. 
• In person tends to be the most expensive.
• Mail is the least expensive. Has the lowest return, and does not allow much flexibility
• Internet surveys are gaining in popularity (Survey Monkey)

a) Ethnographic research
b) Scalar research
c) Focus group
d) Survey

The major methods of conducting market research
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The major methods of conducting market research
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The major methods of conducting market research
Question types

• Scalar questions: answered by some sort of scale. “On a scale of 1 to 5, how do you like this book?”

• Dichotomous questions: only two possible choices. “Have you shopped here before?” (YES/NO)

• Categorical questions: answered by selecting the proper category. “What is your ethnicity?”

• Open-ended questions: allows respondents to express themselves

Type of question

Useful information

• Size of the market (in term of sales, or failing that, customers) for the geographic area of your 

focus (web sites, trade magazine)

• Price (Google product search service)

• Profitability (average estimation)

Current situation (t0)

Key component is considering your competition

• Direct competition: other companies that make a similar product or provide a similar service. 

(Example: direct competition for Coca-Cola includes all other soft-drink providers)

• Indirect competition: companies that provide alternates that are dissimilar to your 

product/service that consumers might choose to meet a similar need. (Example: indirect 

competition for Coca-Cola includes any other company providing drink)



Sales Forecasting
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Sales Forecasting
Question types

• One of the most important pieces of marketing plan: knowing what your sales will be

• Companies often base sales forecasts on historical sales, but new companies cannot do that (in 

this case you need marketing research) projecting sales forecasting by analogy with market and 

other competitors' data, but considering the peculiarities of one's own business.

How to forecast

How to forecast

Products or services are tied to others

• Estimate total market

• Calculate what percentage of that market you can get if competition is equal in terms of size, 

product, price, service, etc.

Current situation (t0)

See what competitive products are going for in the market

Search will find competitive products

Price bots (web based programs that uses artificial intelligence techniques to automate tasks such as 

price research): Froogle (www.froogle.com), Mysimon (www.mysimon.com), Elance

(http://www.elanceonline.com/), Specialized in books (www.bestbookbuys.com).

http://www.froogle.com/
http://www.mysimon.com/
http://www.elanceonline.com/
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Sales Forecasting
An example

Creating a Sales Forecast

Sales forecast sets the standard for expenses, profits and growth. You should show sales by 
month for the next 12 months, then by year for the following two to five years 

Some tips to get you started:

• Develop a unit sales projection 

• Use past data if you have it 

• Use factors for a new product 

• Break the purchase down into factors

• Be sure to project prices 

See for reference: http://www.entrepreneur.com/startingabusiness/businessplans/businessplancoachtimberry/article77674.html 



Find or create a product’s differential advantage
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Characteristics that separate one company from another is called…

Differential advantage

Characteristic that separates one company from another
Competitive advantage in strategic term. Create a differential advantage with one of the parts 
of the marketing mix (Price, Product, Place, Promotion). A lower price give the customers 
a reason to choose you! A lower cost structure allows you to either sell at a lower 
price, stealing market share, or at the same price, earning more profits.

a) Divisional Advantage
b) Differential Advantage
c) Competitive Advantage
d) Diversity

Find or create a product’s differential advantage



Crafting your Value Proposition
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Crafting your Value Proposition

Value Proposition: the relation of product or company capabilities to customer pains and gains. Value
proposition is one clear idea that describes the benefit you offer your customer and powerfully
resonates with them.

There is one more important way to think about the value proposition, and that is in comparison to
competing firms and their products and services.

Value proposition:

• For (target customer); why is your target customer unique? What makes him stand out?

• Who (statement of the need or opportunity); what is special about the need for this product?

• The (retail business name) is a (product or service category); Why is your company better? Or unique? Why
should customers come to you?

• That (statement of key benefit); What is the key benefit of your product? That brain injured people can now
use computers? Sell it!

• Unlike (primary competitive alternative); Show how you differ. It may be features (you have a picture
phone and they don’t) or service (same day shipping)

• Our business (statement of primary differentiation);

• Is available (where); Place- Where can customers get it and why is that so convenient for them? As we
become busier, convenience becomes a main concern.

Value proposition
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Crafting your Value Proposition
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Crafting your Value Proposition
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Crafting your Value Proposition
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Crafting your Value Proposition



The marketing plan
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The Marketing Plan
The 4 P’s: Product, Price, Promote, Place

• What  product or service will you provide? When defining your product, describe all the details (picture 

and/or photo) Features, options, sizes, service elements. What improvements or changes do you foresee

• What  price will you determine? Price determined by cost structure How does it compare to that of the 

competition and industry?

• What advertising tools will you use? Flyers, Internet, print ads, television, radio, banners, and posters. 

Schedule the periodicity/timing

• Distribution system: Mail order, Boxes to local post office or UPS, Daily or weekly, Cost to ship, packing 

materials

Goods versus services: differentiated in several ways
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The Marketing Plan

New Product Development Process
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The Marketing Plan
Product Life Cycle

Stage 1: Introduction

Sales slowly take off and then 

begin to grow. Very important 

to build brand awareness. 

Speak to the relative advantage 

your product has. Also need to 

market to any middlemen. 

Heavy introductory 

marketing expenses will 

suppress profits. Competition 

is generally low.

Stage 2: Growth

Acceptance of the product 

increases rapidly. Advertising 

and promotion are much less 

critical. Goal in this time is to 

maximize market share. Prices 

tend to drop as production 

becomes more efficient

Stage 3: Maturity

Sales will level off and start to 

decline Profits follow suit. 

Competition becomes fierce; 

price competition begins to rise. 

Advertising will suggest new 

uses for the product. Product 

can stay in the maturity stage 

for a long period of time (i.e. 

Murphy’s Oil soap)

Stage 4: Decline

Decline can be slow or fast, 
steady or unsteady. May come 
from introduction of new 
technology. May also be caused 
by a shift in consumer 
preferences. Sales and profits 
fall during this stage. 
Advertising and promotion 
expenses are usually nearly 
eliminated at this point



34

The Marketing Plan
The 4 P’s: Product

Service Life Cycle

Services go through same four stages:

• Easier to extend life cycle, and virtually eliminate the decline stage of a service

• Services are often much easier to change “on the run”

Services, in effect, begin new life cycles with each tweaking
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The Marketing Plan
The 4 P’s: Price

Pricing Basics

4 main reasons why owners of small
businesses pay so much attention to pricing

• Major factor in determining perceptions of
quality and desirability;

• Price is directly related to gross revenue
and to volume (what we lack in price we
make up for in volume!);

• Easiest of all marketing variables for a
business owner to change;

• Essential part of competitive strategy.

Optimum price
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The Marketing Plan
The 4 P’s: Price

Price elasticity

• Elastic product: product for which there are 
any number of substitutes and for which a 
change in price makes a difference in 
quantity purchased, because the demand 
is sensitive to change in the product 
price.

• Inelastic product: product for which there 
are few substitutes and for which a 
change in price makes very little 
difference in quantity purchased

• We have more opportunity to raise the 
price for inelastic products!!!

Price elasticity
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Price setting

• Decide what is the right price (operating capacity LOW or HIGH, in the second case raise 

the price);

• Examine existing market prices for similar products and services

• Consider your business costs

Can I make a profit at the price that will meet the sales volumes goals? Yes, it is ok. No, I have 

to see how I can lower the costs.

Considerations for pricing

• Company objectives (e.g., maximize profit or increase market share)

• Marketing strategy (i.e., quality and price)

• Channels of distribution (e.g., price escalation if you use middlemen)

• Competition (e.g., bundle of extra satisfaction)

• Legal and regulatory issue

The Marketing Plan
The 4 P’s: Price
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Pricing strategies 
Skimming: charging the highest price the market will bear
• First product or service of your type
• Something people really want
• Truly innovative
• This method will attract competition
Prestige or Premium pricing: high price can signal great quality
• Impression that more expensive has to be better than less expensive
• Item that could be considered a status symbol (e.g., Rolex)
Odd-even pricing: price that ends with 9, 7, or 5, getting over the psychological hurdle of prices 
that are multiples of 10 (Is it $20.00 or $19.95?)
Partitioned pricing: setting the price for a base item and then charging extra for each additional 
component. Computer for $999, printer for another $100, cables for $29.95, extended warranty 
for $79.95, et al
Captive pricing: selling a base system at a relatively low price, but expendable items are 
relatively expensive
Replacement ink cartridges for printers
Price lining: practice of setting three price points – good quality, better quality, and best quality.
Appeals to customers with different budgets and needs (e.g., P&G and Unilever for laundry 
detergents)

The Marketing Plan
The 4 P’s: Price
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Need for Promotion

Does your target market know you exist? Advertise and actively promote your business 
before you can expect inquiries

Basics

Value proposition: small business owners’ unique selling points that will be used to differentiate
their products / services

There is a saying in 
marketing “Unseen 

and Untold is 
Unsold.”

The Marketing Plan
The 4 P’s: Promote
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The Marketing Plan
The 4 P’s: Promote
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The Marketing Plan
The 4 P’s: Promote

Crafting Your Message

• Message should combine the elements of your product or service’s value proposition
with the needs of your target customer

• Need to decide the voice or tone of you message (i.e. humor, fear, patriotism, collegiality, etc.)

• Effective messages are succinct messages. Your key point in as few and as memorable words 
as possible

• Ex. Mary Kay’s slogan – “Enriching women’s lives”

4 Tips to improve your message:

• Sharpen your message through ruthless editing 

• Make all communication two-way 

• Use stories or mental pictures to communicate 

• Increase understanding through repetition 
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Organizational Identity

The following bulleted items list the key elements of creating your corporate identity:

• Domain name and website

• Logo

• Phone lines

• Business cards and stationary

• Brochures and flyers

• Sales packets or marketing kits

• Signs

• Promotional novelties

The Marketing Plan
The 4 P’s: Promote
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Conveying Your Message

Determine the audience that would care about your value proposition and 
message

Work on how you may want to convey the message

Promotional Mix – how much of each message conveyance you will use to sell your 
product as well as your objective in using each one

The Marketing Plan
The 4 P’s: Promote
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• Advertising: method of conveying your messages to you target audiencehard to 
discern feedback. Can be done in print ads in newspapers, magazines, etc.

• Sales Promotions: Form of communication that encourages the customer to act 
immediately. Coupons, sales, or contests

• Personal Selling: Important technique for small business owner. Benefits of 
personal selling:

− Craft your product or service message to answer a customer’s specific questions or needs

− Gain information on how to make product better

− Gain personal information about potential customer

− Direct your focus on the most promising potential sales

The Marketing Plan
The 4 P’s: Promote
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Distribution

Distribution: process of getting your product to your customers

• “Where are my customers?”

• “Where should I be?”

Direct marketing:

• Can be simple and inexpensive

• Much more control over where your product or service goes

• Many forms

The Marketing Plan
The 4 P’s: Place
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The Marketing Plan

Typical Distribution Channels
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Word-of-mouth

Direct sales: primary way of selling to businesses

• Salesperson contacts businesses likely to use your product or service and arranges 
to meet with the decision maker

• Local fair, cultural event, flea market, craft fair

• Vending machines

Internet: very cost-effective and efficient way to contact your customers

• Small businesses need to have a Web site regardless of whether or not they use it 
for actual sales

• Multichannel marketing

• Web site listed on your business cards

• Born international: new firm that opens a Web site immediately, thus being exposed 
to customers around the world

The Marketing Plan
The 4 P’s: Place
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Remarks and question
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