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Executive Briefing

Presentation of Marketing Plan 

Decision to Go-ahead with Plan and Investments  

Situation

Several teams entered the microcomputer business one year ago (4 quarters or decision periods). They have surveyed the market, conducted a market opportunity analysis, designed brands, opened sales offices, hired sales people, developed advertising campaigns, and engaged in test marketing for the past two quarters. They have been restrained from investing in research and development and rapid market entry until they gained sufficient experience in the market.

Recently, the teams have been preparing a marketing plan and pro forma financial statements. They must have detailed plans for the next year (4 quarters) and tentative plans for the third year in business. 

The simulation is structured so that the teams will require an additional infusion of corporate capital to invest in R&D and new sales offices. They are scheduled to receive 5,000,000, on top of the 2,000,000 already invested by Corporate Headquarters. This money is available to them in Quarter 5.

At this point in time, the teams are planning to present their marketing plan to you as a senior executive from Corporate Headquarters.  Before they can spend the money, they need the approval of the executive team that will be here for the presentations.  

Here are the mechanics of the team presentations and detailed discussions that will follow:

Each team is given 12 minutes to present its marketing plan to Corporate Headquarters. 

Each team will make two presentations to two sets of executives from Corporate Headquarters.

The objective is to let the executives see all teams before they sit down to review the marketing plan of any one of them.

The executives will quickly evaluate the quality of the teams.

Each individual executive:

–decides which teams he or she wants to visit and the order (probably no more than three for detailed discussions);

–meets with the team to ask questions and negotiate a go-ahead decision.

Each executive from Corporate Headquarters is free to approve or disapprove the marketing plan.

An executive can set conditions for his/her approval.

The majority of the executives must approve the marketing plan before it can be executed.

During the detailed discussions, I would suggest spending 10 to 20 minutes asking about the plan, the competition, the market, and projected revenues, costs and profits. Then spend whatever amount of time you want negotiating the conditions for your go-ahead decision. It might be wise to wait on the negotiations until after you have visited the other firms on your short list. 

You are free to set any schedule you want for in-depth negotiations. It is not a bad idea to keep to a 20 to 30 minute schedule, but you can go longer or shorter if you wish.

 What to Look for in a Team
Here are a few things to look for as you review each team and assess the risk of investment:

You should look for a detailed business plan through quarter 8 (they are in quarter 5) and a tentative plan through quarter 12. They should also have projections for their income statements through quarter 8 (firm). Some teams may not have a good financial plan complete. If this is the case, focus on the overall strategy and the tactical plan. 

You should look for correspondence between the details of the business plan (i.e., advertising expenditures or sales force) and disbursements in the pro forma financial statement. One thing to watch out for is growth of sales without a corresponding increase in marketing effort. There is a cause and effect relationship between their decisions (increase advertising, introduce new technology, expand sales offices) and demand. If sales are increasing without a corresponding increase in things, which generate the demand, they are dreaming. 

Encourage the team to grow the marketing side of the business (new brands with R&D, sales offices, salespeople, advertising) in order to drive the demand they want.

The executive teams should know their market. They should know which segments are the best served, which geographic markets are the largest by segment and what it will take in new product technology to capture their target markets. They should have also figured out what their competition is likely to do and have developed a plan, which takes advantage of their weaknesses and protects them against the competitors' strengths.

Good market performance requires a good team and teamwork. Business people often say they would rather invest in a class A team with a class B plan than a class A plan and a class B team. Look to see how well the team works together. 

It is OK to set conditions for the investment.  For example, you may want to set hurdles for them such as not expanding into three segments until they achieve positive profits and/or a certain market share. (There will be a tendency to try to do too much and they will generally underestimate their cash flow requirements.)  Or, you may limit the spending on R&D to no more than 5,000,000 until they earn a profit. Or, you might ask them to expand at a faster (or slower pace) into new geographic markets only after certain conditions are met. 

Ideas for Discussion

The teams are probably better prepared to discuss their market opportunity analysis and the tactical decisions of their strategic plan than they are the justification for their pro forma financial statements. 

During your one-on-one discussions, I would spend more time on these dimensions than the financials, perhaps 2 to 1. 

Here are some ideas for discussion:

Why did you pick these target markets? Geographic markets? What is their market potential? 

What did you learn from your test marketing? How did you adjust your initial strategy based upon what you  learned? 

Convince me that this is a good plan.

What does your target market want and how will you deliver it to them? 

Brands (How did you decide what to build into a brand and which R&D features to develop? What needs are you serving? Did you consider how these designs would affect your production operations?) 

Prices (What will the market bear? How sensitive is the market to price differences?) 

Service (How important is service and how much will you provide?)

How will you promote your brands? 

What is your sales force plan? 

What is your advertising plan? 

What is the balance between sales and advertising? Which is more important? 

When you launch your new brands, how will your strategy change?

How much profit are we making or will we make on these brands? (You might ask if they have done an ABC analysis. Some will have and some will not have.)

Who are the competitors that worry you the most? Why is that? 

What do you think they will do in the next year of business? What investments will they make? What are you doing to combat their strategy? How does this plan reflect what you think they will do? 

Are there any weak competitors that you can attack? How would you do that?

How are all of these decisions affecting your cash flow needs? 

And I am sure you can easily pick up from here.

Game Scenario – As viewed from participant’s perspective

A large, international electronics firm has decided to enter the microcomputer business.  It has formed a new PC Marketing Division to pursue this business opportunity.  You have been asked to manage the PC Division.  You will be responsible for introducing a new line of microcomputers into Asia, North America, and Europe.  

Within the PC industry, several other new firms will be entering the market at the same time as your division.  To keep the scenario simple, assume the microcomputer industry is in its introductory stage of the product life cycle.  That is, there is no history and there are no established competitors.  Furthermore, assume that all competitors, including your own division, will start with exactly the same resources and knowledge of the market.

All PC suppliers will sell through company-owned sales offices in major metropolitan markets around the world.  Your target market will be the business sector.  You will not be selling to the home market and you will not sell through retail stores.  Thus, your marketing strategy will be tightly focused on direct sales to business customers.

There are five market segments to serve in the PC market.  They are referred to as the Cost Cutter, Innovator, Mercedes, Workhorse, and Traveler segments.  

The Cost Cutter segment is a large segment that is looking for a very easy to use computer for very basic office applications.  The segment is very price sensitive.  

The Workhorse segment is the largest group of customers.  They want a PC for a variety of office workers to use. It should have substantial capability and flexibility, although not top of the line.  Ease of use is more important than high performance.  It should also be modestly priced. 

The Innovator segment is a small segment that uses a computer for large computational problems (accounting, inventory management, engineering).  The segment wants the latest technology and will pay a small premium for this high performance.

The Mercedes segment is looking for a high performance computer to use in sophisticated engineering and manufacturing applications.  Mercedes customers are willing to pay substantially more for high performance. 

The Traveler segment wants a practical computer to use on the road.  Traveler customers are executives and sales people who travel a great deal.  This segment is moderately price sensitive.

The 5 segments are portrayed in the accompanying graph.  The circles are positioned to indicate the price and performance requirements of each segment.  The size of the segment is portrayed by the size of the circle.

Each segment has different needs and wants and requires a different market strategy to appeal to it.  One of your first decisions will be to select one or two segments to target.  Having selected your target markets, you will develop and then execute a very focused strategy to profitably serve each segment.

In order to start up your division, Corporate Headquarters will provide the seed capital (investment money).  You can use this money to open sales offices, design brands, and conduct R&D for new technology.  Your PC Division will receive 500,000 in each of the first 4 quarters and 5,000,000 in Quarter 5, for a total of 7,000,000.  

You have control of the PC Division for the next two years (8 quarters or decision periods).  Within this time frame, Headquarters expects to see a self-sufficient division developed.  Your division should be generating a profit from its operations and contributing towards the overhead and profit of the corporation as a whole.  Within the 8 quarters of play, you are expected to earn enough profit to more than pay back all of the initial investment to Headquarters.

As the head of the marketing division, you will be responsible for the following tactical areas: marketing research, brand design, advertising, sales office management, and division profitability. 

Corporate Headquarters will use a balanced scorecard to measure the PC Marketing Division’s performance. Your total business performance will be based upon its financial performance, market effectiveness, marketing performance, investments in the firm’s future, and creation of wealth.  A total score will be computed for each firm competing in the Marketplace.  

Starting in Quarter 4, you can check your performance and the performance of your competitors by clicking on the Balanced Scorecard button on the Headquarters screen.  The goal is to be the best competitor in the marketplace. 

To help you see your way to the end of the exercise, here is a list of the major activities by quarter.

Quarter 1:  
Organize the division; name the company, define marketing responsibilities, purchase a market survey.

Quarter 2:  
Setup shop; analyze the market survey, choose the initial target segments, design a brand for each market segment, schedule the opening of one or two sales offices.

Quarter 3: 
Go to test market; hire a sales force, assign the new brands to the sales force, price the brands, design an advertising campaign, purchase market research.

Quarter 4: 
Skillful adjustment; review the market data from the test market, adjust the division’s strategy and tactics (brand design, pricing, advertising, sales force) as needed.

Quarter 5: 
Invest in the future; invest in research and development in order to introduce new brand features to the market, substantially expand market coverage by adding new sales offices.

Quarter 6: 
Expand the market offering; introduce new brands with the new R&D, continue with market expansion by adding sales people and new offices.

Quarter 7: 
Refine the marketing strategy; study the market data to determine how to better meet customer needs and surpass the competition through brand design, pricing, advertising, new sales offices, and sales force incentives.

Quarter 8: 
Push to close out the year; refine the marketing tactics and capitalize on the strongest quarter of the year.

This description represents the whole of the world you will face.  From this point forward, you will receive information, as you need it.  You will also be given an ever-expanding set of decisions to make.  The sequence follows the logical way in which a new product is introduced to the market.   
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