Creating A Marketing Plan

From the book Marketing:  Creating Value For Customers, 2e.

By Gilbert A. Churchill, Jr., and J. Paul Peter,

Appendix A

INSTRUCTIONS
From the Tools Menu, Select Macro
Select the Macro named Marketplan
Select Run.

Then follow the on-screen dialog boxes to begin the marketing plan.  

Select OK after completing data entry in each dialog box; do not press Enter.

-----------------------------------------------------------------------------------------------------------------------

Little Learners Parent-Teacher Store is an 1,100-square-foot retail store specializing in educational games and teaching aids.  Its primary customers are elementary school-teachers who want additional resources for the classroom and parents seeking educational resources to supplement their children’s learning in school.  


In 1998 the owners would like to expand in response to the opportunity presented by a retail vacancy space next to the existing store.  Expanding into the existing space will increase square footage by approximately 80 percent, to 2,000 square feet.  Given the strong demand for the store’s products in the first three years of its existence, we expect that an expanded store can boost monthly sales by 38 percent over the previous year. The sales increase would more than offset the additional operating costs.  These costs consist of a $1,500-per month increase in rent and utilities, added annual marketing communications of $5,000, and $16,000 for an additional salesperson.  Setting up the new space would involve a one-time cost of $20,000.


The space from the expansion would be used to provide a much broader selection of educational toys and games, which should attract many more parents to the store.  To reach the parents, the promotional strategy would emphasize more frequent advertising in the local newspaper, the Palo Alto Times, along with sponsorship of quarterly seminars for parents at the Palo Alto Public Library.  

Little Learners Parent-Teacher Store is an 1,100-square-foot retail store specializing in educational games and teaching aids.  Its best-selling products include workbooks, science experiments, and classroom decorations such as posters and bulletin board art.  The store has been in operation since 1995 in the downtown business district of Palo Alto, California.  Its primary customers are elementary schoolteachers who want additional resources for the classroom and parents seeking educational resources for their children to supplement learning in school.  The owners of Little Learners are two former teachers in the Palo Alto school system.  All salespeople in the store have teaching experience, enabling them to better help shoppers evaluate the products for sale.  


In each of the first three years of its operation, the store has exceeded its revenue projections.  For fiscal year 1997, ending May 31, 1997, the business is expected to post its first profit: $17,500 before taxes.  Table A.1 summarizes income statements for the past three years.  To achieve its sales, the store has relied primarily on recommendations among teachers and weekly advertisements in the local newspaper, the Palo Alto Times.  Because the store has little direct competition, it has been able to maintain an average 48 percent gross margin, avoiding price reductions except to clear out seasonal items.  


The retail space adjacent to Little Learners became vacant in February 1997, when the jewelry store occupying the space relocated.  This vacancy presents an attractive opportunity, given the strong sales Little Learners has experienced with minimal promotion.  The remainder of this marketing plan details how the owners plan to take advantage of this expansion opportunity.  

Table A.1

Comparative Income Statements:  


FY 1997*

Sales Revenue
$232,000

Expenses:



Cost of Goods Sold
119,000


Administrative Costs
2,000


Salaries
68,000


Rent and Utilities
22,000


Advertising and PR
2,000


Other Expenses
1,500

Income Before Taxes
$17,500

*Projected, with expansion.


FY1996
FY1997*

Sales Revenue
$177,000
$232,000

Expenses:




Cost of Goods Sold
94,000
119,000


Administrative Costs
2,000
2,000


Salaries
66,000
68,000


Rent and Utilities
21,000
22,000


Advertising and PR
1,500
2,000


Other Expenses
1,500
1,500

Income Before Taxes
($9,000)
$17,500

*Projected, with expansion.


FY1995
FY1996
FY1997*

Sales Revenue
$86,000
$177,000
$232,000

Expenses:





Cost of Goods Sold
44,000
94,000
119,000


Administrative Costs
5,000
2,000
2,000


Salaries
50,000
66,000
68,000


Rent and Utilities
20,000
21,000
22,000


Advertising and PR
1,500
1,500
2,000


Other Expenses
1,000
1,500
1,500

Income Before Taxes
($35,000)
($9,000)
$17,500

*Projected, with expansion.


FY1995
FY1996
FY1997
FY1998*

Sales Revenue
$86,000
$177,000
$232,000
$321,000

Expenses:






Cost of Goods Sold
          44,000
94,000
119,000
165,000


Administrative Costs
5,000
2,000
2,000
3,000


Salaries
50,000
66,000
68,000
84,000


Rent and Utilities
20,000
21,000
22,000
40,000


Advertising and PR
1,500
1,500
2,000
7,000


Other Expenses
1,000
1,500
1,500
2,000

Income Before Taxes
(35,000)
($9,000)
$17,500
$20,000

*Projected, with expansion.


FY1993
FY1994
FY1995
FY1996
FY1997*

Sales Revenue


$86,000
$177,000
$232,000

Expenses:







Cost of Goods Sold


44,000
94,000
119,000


Administrative Costs


5,000
2,000
2,000


Salaries


50,000
66,000
68,000


Rent and Utilities


20,000
21,000
22,000


Advertising and PR


1,500
1,500
2,000


Other Expenses


1,000
1,500
1,500

Income Before Taxes


($35,000)
($9,000)
$17,500

*Projected, with expansion.

Palo Alto, California, is a middle- to upper-class community of mostly professionals.  With Stanford University and many research-oriented employers nearby, the people of this community place high value on learning and education.  Thus, a major environmental opportunity is that this area is a strong supporter of educational resources for parents and teachers, including the Little Learners store.  


In fact, we believe that we have only begun to tap the demand for the types of products we sell.  Our sales have so far been limited by a small promotional budget and space constraints that prevent us from stocking as broad a selection as would interest most parents.  A telephone survey of 50 households within a five-mile radius found that only 24 percent were aware of the store, but 43 percent expressed interest in the categories of merchandise offered.  


Population trends support the view that demand for a parent-teacher store will continue to grow.  Over the last decade, the population of Palo Alto has grown by only 1 percent, but there was strongest growth (11.5 percent) was among households with children under 15.  Furthermore, most of the population consists of professional people, a group that generally has a sizable amount of disposable income and values high-quality toys and educational opportunities for its children.  


Research into the stores located within a 20-mile radius uncovered only one store that directly competes with Little Learners.  This store, called Educational Resources, has been operating for 10 years in Santa Clara, California.  The location is somewhat less desirable, but the costs of operating there are lower.  As the store is privately owned, no data are available on its sales volume.  However, on a recent Saturday, a steady flow of customers was seen entering the store.  


We do not expect major competition from new stores over the near term.  Because Educational Resources has operated for ten years without expanding or even, to all appearances, updating its interior, we believe that aggressive expansion is not in its owners’ plans.  Furthermore, because our own expansion into adjacent space is likely to attract less notice than opening new locations would, we expect that our expansion will attract few, if any, new competitors.  


Thus, the major sources of competition for Little Learners are other types of educational products for children.  Examples are toy stores, which sell some types considered educational, bookstores, catalog retailers, and companies such as Discovery Toys that sell quality products in the home.  Despite these environmental threats, we believe that our major strengths--the year-round availability of the store and the expertise of the owners and sales staff--set Little Learners apart as any easy-to-use source of guidance in selecting toys, games, and other materials that enhance learning by children.  

This section describes our growth objective and how we plan to achieve it.  


Our objective is to achieve a 38 percent increase in sales by the end of fiscal year 1998, while  keeping our profit margin over 6 percent.  The increase is to be achieved by expanding the total square footage of the store to include the vacant space next door, for a total of 2,000 square feet (an increase of approximately 80 percent).  The increase in sales is to be measured on a monthly basis in comparison to the previous year. We seek to return to our current pretax profit margin of 7.5 percent by the end of fiscal year 1999.  


The target markets for the store have been teachers working within a 20-mile radius of the store and “active parents” living within a 10-mile radius.  By “active parents,” we mean parents who devote a relatively great amount of time and money to their children’s growth and development--for example, signing them up for swimming lessons, sending them to the “best” preschools, selecting toys that purportedly have educational value, joining parents’ groups, visiting classrooms.  


Active parents are the target market for the store’s planned expansion.  Not only are they interested in the kinds of products sold by Little Learners, they are willing to spend heavily on such products.  They tend to be less budget conscious than the teachers who shop at the store.  


To attract the target market of “active parents,” Little Learners will use most of the additional space to expand its offerings of educational toys and games.  Compared to such materials as workbooks and posters, these are the items most often requested by the parents who shop at the store.  The focus will be on top-quality, high-margin items that are hard to find at most toy stores.  For example, there will be an extensive line of materials for science experiments, as well as top-quality arts and crafts supplies suitable for children.  Top-quality, high-margin items support the store’s image as a place to find materials superior to those available at a toy store.  This focus appeals to parents who are willing to spend more it if means giving their children an edge.  


The strategy to build revenues depends on increasing sales among parents who already visit the store and attracting more of the parents who live within a 10-mile radius.  The primary means of increasing sales among current customers is the expanded product line.  To attract new customers, we will rely on several types of promotion.  First, we will increase the frequency of display advertisements the store runs in the Palo Alto Times from twice a month to once a week.  To build awareness, each ad will feature a different product or product line available at the store, along with the slogan “The Store Dedicated to Joyful Learning.”


In addition, Little Learners will sponsor quarterly lectures on topics of interest to parents.  The store will arrange for child development experts to speak at the public library.  Posters and press releases announcing these events will mention the store’s sponsorship.  


To supplement these regular promotional activities, the store will seek to take advantage of other opportunities to receive publicity.  These will include events at the store, such as a writing contest among elementary-school students.  


Itemized costs for this strategy appear in the appendix to the marketing plan.  

Figure A.1

Schedule for Marketing Plan:  Fiscal Year 1998





The owners of Little Learners Parent-Teacher Store will be responsible for implementing this marketing plan.  As shown in Figure A.1, the timetable for implementing the plan involves occupying the new space by June 1, 1997, and opening for business there by August 15.  We expect to achieve the 38 percent increase in sales by the end of the fiscal year (May 31, 1998).  Success in carrying out this plan will be measured in terms of completing activities according to the schedule shown in Figure A.1 and meeting the objective of the plan.  


If costs should be higher than projected, our contingency plan is to proceed as long as we can keep costs within 15 percent of the projected amount.  This will delay our ability to profit from the expansion until fiscal year 1999.  If the adjacent retail space should no longer be available, our contingency plan is to forgo expanding the size of the store at the present time and to reevaluate the mix of products offered in the current store.  We may be able to increase sales and profits by replacing some current offerings with more of the kinds of products we are planning to sell in the additional space.  However, in adjusting the product mix, we will avoid changing in ways that detract from fulfilling our mission of serving teachers as well as parents in their efforts to promote learning.  

Little Learners Parent-Teacher Store is a store specializing in educational games and teaching aids.  Its target markets are elementary schoolteachers who want additional resources for the classroom and “active parents”--those who devote a relatively great amount of time and money to their children’s growth and development.  


In response to the opportunity presented by a vacancy in the retail space next door, the store seeks to expand in fiscal year 1998.  Expanding into the existing space will increase square footage by approximately 80 percent.  Our marketing objective is to use this expansion as a means to increase monthly sales by 38 percent over the previous year, increasing total sales for fiscal year 1998 by $89,000.  The increase in sales would more than offset the additional operating costs.  The additional costs consist of a $1,500-per month increase in rent and utilities, added annual communications expense of $5,000, and $16,000 for an additional salesperson.  The cost to set up the new space would be a one-time expense of $20,000.  


The space from the expansion would be used to provide a much broader selection of educational toys and games.  This product mix is designed to generate more sales among the “active parents” market segment.  In addition, to draw more active parents into the store, Little Learners plans to increase its promotion budget.  The additional funds would be used to double the frequency of advertising in the Palo Alto Times and to sponsor public relations activities such as speakers at the public library.  


The owners will be responsible for implementing this plan, which calls for opening the new space by August 15, 1997.  Success will be measured in terms of meeting the schedule and achieving the sales and profit objectives.  

This appendix presents a sales forecast and budget in support of the marketing plan.  


Little Learners Parent-Teacher Store sells to parents and teachers.  By offering teachers a free subscription to a company-produced, two-page monthly newsletter, the store can identify which sales go to which category of buyers.  Figure A.2 shows the pattern of sales to each category during the three years of the store’s operations.  


The marketing plan targets its expansion efforts at parents.  Thus, sales to teachers are expected to follow the historical trend of increasing at an average of 5 percent per year.  The additional promotional efforts should increase sales beyond historical patterns.  A telephone survey of area households found that only about one-quarter were familiar with the store but that almost half were interested in the types of products sold.  Therefore, we anticipate that more intensive promotion will lead to approximately a 45 percent increase in sales to parents.  

Figure A.2

Sales History by Category
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Table A.2

Marketing Budget:  Fiscal Year 1998

MARKETING EXPENSES








Sales Staff

$34,000


Advertising, newspaper

6,300


Seminar speakers (4 @ $100)

400


Other, including posters, in-house PR

300

Total marketing expenses

$41,000





COSTS FOR ADDITIONAL SPACE








Preparation of space

$20,000


Additional rent and utilities @ $1,500 per month

18,000

Total for additional space

$38,000


The budget for this marketing plan appears in Table A.2.  The additional salesperson would cost about $16,000 per year, bringing the total cost for sales staff to $34,000.  The additional promotional costs would be $5,000, bringing the total budget for promotion to $7,000.  The total costs to expand into the new location are $20,000 to prepare the space, plus an additional $1,500 per month in rent and utilities.  

*In 1997 the store posted its first profit: $17,500 on sales of $232,000. With the expansion, profits for fiscal year 1998 are expected to rise to $20,000 on sales of $321,000, a profit margin of 6.2 percent. In 1999, when expenses will no longer include the cost of preparing the additional space, we project that the store’s profit margin will be 7.5 percent.

Churchill, Gilbert A. Jr., and Peter, J. Paul, Marketing, Creating Value for the Customer 2e., Burr Ridge, IL;  Irwin/McGraw-Hill of the McGraw-Hill Cos., 1998.
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