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How To Calculate
Market Size

What?

There are two important measures of market size - TAM and SAM.

Total available market (TAM) ------------ommmmnnnno-

The market that includes all competitive products
- all segments, all substitutes, all channels to market

If we understand the potential of a market, we can:
= Plan to expand existing sales
= Launch new products or services or enter a new market

There are 4 approaches to market sizing:

Why?
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--- Served available market (SAM)

The market that you serve either because
it is a special segment (e.g. premium products)
or via a certain channel

= Position a product or service that meets the needs of a particular segment

= Develop a marketing strategy for a targeted audience

How?

. Looking at the 3 - Consolidating all Information
Top-Down Approach Demand-Side Looking at the Supply-Side into Final Conclusion

Use published data and reports
to obtain a macro view of the
market

Gross up survey data to
achieve the market size

There are 4 key information sources widely used in market sizing:

Government data

Be focused
©

A

Have a clear view of the scope of the market that
is to be assessed.

Look at the big picture

Start with a hypothesis of market size, perhaps
based on desk research or rough estimates.

Be bold & creative

Think of as many ways as possible you can model
the market.

Challenge your results

Get as many “fixes” on the market size as possible
to verify the calculation.

Trade association data

Assess the size of all suppliers to
the market and sum to achieve
the market size

Financial data from major players

Arrive at a market size from
triangulation - i.e. bringing
together top-down, demand-
side and supply-side estimates

A Customer surveys

The Don'ts...

B
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Get daunted

Don't panic when only very limited information is
found online. Get creative about modelling data
that are available.

Get trapped on granular detail

Don't worry about spurious accuracy. It usually
doesn't matter whether the market is worth $500m
or $550m p.a.

Overcomplicate the calculation

Don't create a “black box” model no one can
understand.

Blindly trust the internet

Don't accept data without checking. Cross check
data from the internet with other sources of
information.

S
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Unique Selling Proposition

What?

A Unique Selling Proposition (USP) is exactly that - the one thing that signifies your offer. It is much more specific
than a customer value proposition (CVP) which covers more than one attribute in the offer.

Developing a strong USP allows your business to stand apart from others in an often crowded marketplace.

Developing a USP thus requires a careful look into what aspects of your business or offering are unique and
are strongly valued by your target audience.

Why?

Unless your current and prospective customers

can pinpoint what is unique about your business, The average b2b company perceives its USP @ @ @ @ @
they won't have any reason for choosing you over strength to be mediocre, with an overall

alternative suppliers. rating of just 6.3 out of 10. @ @ @ @ @

How?

1. Define your target customer. No business can satisfy all customers, which is why some drink Coke and others
Pepsi; some use an iPhone and others Android, etc.

2. ldentify what these customers value more than anything. Purchasing decisions require trade-offs, so what
are the key purchase drivers among your audience?

3. Assess what aspects of your business or offer are better than the competition and would be highly valued by
your target customer.

Focus on a specific audience Try to please everybody
<®> Tailor your USP to a specific market segment that Y Creating a USP to satisfy everyone risks not
would most value your offer and which you could W satisfying anyone.
most profit from. 0
Communicate specific benefits Communicateigenericibenefits - .
P /):E Benefits should be as specific as possible, Avoid using gevnemc benefits like “highest quality”
a e.g. “hand crafted in the USA”. e or “best selection”.
Make your USP concise : 1 Overload your USP with too many benefits
The best USPs are those that can be expressed in a oA ' : . .
: : : (.‘ o - The more benefits claimed in a USP, the easier it
| single sentence or, even better, a single phrase in : L
LN is to confuse the message and the harder it is for
order to be memorable. [ ] . e
your audience to retain it.

Ensure your USP is reinforced in everything you do
Your USP should be treated as your business's
identity and should be carried over into all aspects of Avoid treating your USP as a catchy slogan to
your business from your products/services, simply use on your next ad campaign and then
marketing and promotion, through to sales and abandon for another catchy one for subsequent
customer support. campaigns.

S

Treat your USP as a one-off
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How To Determine

The Right Pricing Strategy

What?
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Pricing is one of the four essential pillars of a marketing mix, and often one of the more difficult areas for companies to get right. It will have a
major impact on company profits, market share, and brand positioning. Companies can choose different pricing strategies such as:

Pricing based on cost

Determining the cost of goods sold
then adding a mark-up to achieve a
certain profit target.

Why?

An effective pricing strategy will ensure that you don't leave money on the
table. The aim of every organization must be to capture as much value as
possible for the products and services they sell.

If you know where your product sits on the Value Equivalence Line, you
can make strategic decisions such as whether the price can be increased
or the benefits should be increased.

A .
Value Destruction .
> 7’
Share \'/\QQ/
W Loser P &
QO
o R\
= 4 '\\’b
a e 3
’ <</(>\
o 7’
o »
= . NG e Share
o - Gainer
) o<
o ,
3/ |
e Value Creation
v

Customer-perceived benefits

Know Your Brand’s Positioning
&k Align pricing strategy with the brand's Customer
/\ Value Proposition (CVP) and positioning.

Understand Your Target Audience

Who comprises the decision making unit and what
do they value most? Are there clusters of customers
that can be grouped together by having similar
characteristics?

Evaluate Your Competition

How do your prices compare to competitors' and/or
alternatives? How does their brand positioning
compare to yours?

Gauge The Market's Price Sensitivity
Understand how changes in price will impact
demand. Price sensitive markets may yield lower
margins, but generate higher sales volume.

Pricing based on competition

Setting prices relative to the price
and positioning of competitors
and/or alternative products.

Pricing based on value

Setting prices based on what the
market is willing to pay for valued
product/service attributes.

How?

Tracking the history of your sales against price changes may give some
indication as to the price sensitivity of your product. If you do not have
the internal data to guide you, you may have to carry out pricing
research using techniques such as:

Van Westendorp - asks respondents to state whether they think the
price for a product is too expensive, getting expensive, getting cheap
or too cheap.

Gabor Granger - asks respondents how much they will pay for a
product, usually starting with a high price and reducing the price until
they say they would buy it.

Conjoint - respondents see numerous screens in an online
questionnaire, each showing different combinations of features of an
offer together with a price. From the responses to their many answers,
the trade-off between the various components of the offer and price is
calculated.

The Don'ts...

Base Your Price on Your Costs
59 If possible base your price on how much your
customers value your product and not how much
it costs to make it.

Neglect Your Route-To-Market
[ Channel partners will add a mark-up to your
product, increasing the final price to the end-user.
Different channels may require different pricing
strategies (e.g. selling direct vs. through distribution).

Underestimate The Value of Your Brand

A brand can account for a significant proportion of

6 the value of a product/service. Building a strong,
differentiated brand helps with price increases and
defends against competitor price cuts.

\/ Miss Out On Niche Opportunities

In many b2b markets there are smaller customer
segments that are willing to pay a premium for
value-added benefits.

S



How To Sell
More Profitably
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What?

A measure of profit is one of the most essential metrics of any business. Most business to business companies watch their gross margin very
carefully. This is sometimes called the sales margin and it is calculated as:

Sales revenue - Cost of sales = Gross margin

A gross margin of around 60% is considered excellent for most business to business companies.

Of course, it is still important to also keep an eye on overheads and make sure they don't run away.

&

After taking into consideration all costs - variable and fixed - most business to business companies make between 10-15% net profit before tax.

Why?

At the most fundamental level, healthy profits are the key to business
survival. However, for most companies the generation of profit allows
them to do three vital things:

A 1% increase in price for many 1
e

companies will go straight on the
bottom line and add around 8%
to operating profits.

= Make investments in the business
= Provide security during periods of economic downturn
m Pay dividends and rewards to key stakeholders / shareholders

How?

[l sell more products

Know your numbers

There are only three ways to increase profitability: Increase prices Reduce costs

Compete on price alone

55 Understand the relationship between price and A focus on price alone can create a race to the

sales. At an internal level, assess your profit margins.

Know your market

Know the threat from competition or the possible
substitution of your products. How much bargaining
power does your customer hold?

Develop a consistent pricing strategy

Decide on a premium or low cost strategy and have
a customer value proposition that fits. Stick to the
strategy.

Create brand value

Customers will only pay what they think a product is
worth. Differentiate your offer and build a brand that
people will insist on to the exclusion of all others.

bottom. Always try to create and sell value.

Leave money on the table

Certain sections of your customer base are likely to
pay more for your products than
others - segment your target audience.

Be scared of losing customers

For most businesses, 20% of customers generate
80% of profits. Look after the 20% that make you the
most money.

Have a single offering

A bundled offer can be worth more than the sum of
its parts. Creating bundles based on customer needs
will allow you to command a premium and it is more
difficult for competitors to copy.

-
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Value Of Your Brand

What?

When a company is sold it is almost always for more than the value of its bricks and mortar, equipment and assets. Companies are valued for
their earning potential and much of this is wrapped up in the brand. For a business-to-business company, the company name is very often the

brand even though it may have many products in its portfolio.
Fact:

Out of the 100 largest global brands ranked
by Interbrand, 25 are business-to-business
companies.

Brand equity is the measure of value that people have for that
brand and it is driven by how many people know the brand,
how many would specify it, and how many would recommend
to their colleagues.

Brand values are just as much associated with emotional
factors as rational factors.

Why?

Understanding the value of a brand enables marketers to:

LOYALTY

S

= Understand the extent to which their brand is favoured over competitors;
= Provide a measure of loyalty as a guide for future success;
= [dentify premiums that can be charged.

There are three approaches to measuring a brand's equity:

Assessing the difference between an organisation’s market value (via share price) and the value of all physical assets, provides guidance on the
value of the intangibles such as brand.

Measuring brand health attributes, such as awareness, advocacy, future intent and performance, against expectations.

Measuring the value attributed to the 'badge’ as a premium that may be paid for one of two identical products when brand is the only difference.

Find simple metrics to measure brand value Don't be seduced by “black box” scores that give
<@> a single measure of your brand value that no one
can understand.

A0
(‘Jo
o

- awareness levels, likelihood to consider, use,
and advocacy.

Compare metrics for your brand with those
of major competitors.

Invest in your brand because every improvement
will drive sales and help collect more value. A
strong brand delivers money to the bottom line.

Track your brand over time on key metrics.

Don't leave your brand unattended! If you do, it
will find its own level which may not be the one
that you want.

Don't think that the names you have given to your
products are necessarily real brands. They are
often the reference by which customers order
your products and could be known by any other
name.

S
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Brand Health

What?

A brand is an asset for any organization. It is an intangible asset and, therefore, more difficult to measure
than physical assets. There are three metrics that are critical:

Awareness and usage - because, if people in the target audience don't know the brand
and wouldn't consider it, then it has little value;

Brand positioning - because what the brand stands for is critical in making it stand
out as different and better than competitors;

Brand performance - because this is an indication of whether the brand
is delivering against its promise.

Why?

A strong brand adds value to an organization and its products and services. It commands premium prices, promotes loyalty and facilitates the launch of
new products. If ever the company or product brand is sold, it will attract a value that is more than the physical assets. Brand health metrics allow an
organization to track different aspects of this intangible asset. The metrics on brand health lead to actions such as:

B Showing what aspect of the brand funnel (awareness, consideration and usage) need bolstering;
= Showing whether the brand position is correctly aligned with the brand objectives;
= Showing strengths and weaknesses of the brand performance and where to make improvements.

How?

Brands can be assessed qualitatively. However, the measurements that are most useful for tracking are obtained from quantitative surveys of current

and prospective customers. Many brand health surveys are carried out online.
The Dos... The Don'ts...
Just speak to your customers

Know your brand

e Before beginning a brand health evaluation, have a {'—D'ﬂ A 360° view of your brand's health is critical.
@ clear understanding of what your brand stands for While it is important to get the views of your
and what your expectations are of it for the future. ° customers, it is also crucial to obtain the

perspectives of internal stakeholders and
channel partners. A strong brand has alignment
from all stakeholders.

Qualitative research can be helpful at this stage.

Track progress
Brand strength is a measure of an organization's

health. However, building a brand takes time and
measurements should be taken every year or two
years, otherwise changes will not be evident. Also
note that, although brands take a long time to
build, they can be destroyed overnight.

Believe in the power of your brand

Commit to the process of evaluating brand health,
with the fervour and open-mindedness of
improving your brand. Nothing improves without
change. Everyone in the organisation must believe
in the brand, from top to bottom.

s
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Overdo it

Carrying out a health survey for a brand more
than once in a year does not provide sufficient
time to see if actions taken to improve the
brand's health have had an impact.

Get discouraged or complacent

If your brand does not reach a goal or it is just
passing the standard, continue to set
benchmarks / objectives and strive towards them
with each wave of your brand health study.
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10. Measure everything

You will only know if you have a world-class brand if it achieves high levels of
awareness among your target audience, if it has achieved the right positioning
and if it delivers against its promise. This means you have to set KPIs for the

~ brand and you need to track them.

09. Develop the right promotional mix

Certain types of advertising work hard to sell a product
and other types of advertising work hard to build a

! brand. Direct marketing is powerful for selling products.
! PR and above the line marketing is powerful for building
brands. Above the line advertising (that is “paid for”
adverts) is expensive but essential in communicating
08. Allocate sufficient marketing budget your brand as you would like it to be seen.
A world-class brand should enjoy a high level of ’
awareness, a strong position, and deliver against its
promise. You will be lucky to build a world-class brand
on a shoestring. You will need an appropriate
marketing budget (for this read big!)
to put your brand at the forefront of
people’s minds and make it stand
for something.

v
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07. Be inventive . N

In overcrowded markets

(as is the case throughout

the world today) it is important to

be different. Think differently about everything

. - your pricing model, your channel to market, your
06. Align all stakeholders packaging and, of course, your promotion.
Everyone involved in producing, marketing,
selling, servicing and in any way promoting

the brand must be aligned with So0

its “promise”. Make sure they —_——
are all briefed on what you

want the brand to achieve.

05. Engage customers'
emotions

A world-class brand delivers
products and services that meet
expectations and, crucially, that
touch people’'s emotions. This
means playing with colors, images,
and ideas not just facts.

04. Target appropriate segments

Your brand is unlikely to be attractive to
everybody. Choose the target audiences that
will resonate with it. Segment your market.

03. Design a powerful identity

By this we mean choose a powerful brand name and logo that
stands out. Don't skimp. It shouldn't be designed on the kitchen
table. Take professional advice.

02. Be very clear about your USP
01. Do your homework
A unique selling proposition is very powerful for
creating a differentiated brand. Forget the many
attributes of your brand and focus on a single big
idea - the thing that makes your brand the best
there is.

A world-class brand requires a deep
and full understanding of the
marketplace. Who are your customers
and potential customers? What do
they want? Who is supplying them at
present? What are their unmet needs?
What are the gaps in the marketplace?
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What?

In market research, cultural differences are variations in survey responses, response styles and results, based on the region, nationality or ethnicity
of the sample group. These nuances exist in all multicultural surveys, regardless of methodology or question type. Key differences include:

B Propensity to “open up”in a group discussion or FaCt'

provide detailed responses in a survey

m Style of responding to numerical and worded scales The number of companies in the US which
operate internationally has grown by 35% | I:I ‘
m Under and over-reporting on brand awareness and since the year 2000. 0

usage questions

Why?

Cultural differences introduce a bias to research studies which researchers should be aware of, able to identify, and able to account for. Though we can
never hope to eliminate bias, research is actionable only if biases are understood. Only then can we be sure that results and key findings are as reliable
and objective as possible. As companies become less restricted by borders and serve global and diverse markets, understanding cultural differences in
research is increasingly important.

How?

The challenge for researchers is to identify which variations in research data are due to cultural differences and which are not, e.g. is your customer
satisfaction score lower in Japan because of poor performance, or because Japanese respondents tend to score suppliers lower on aggregate? Is
your brand strongest in China because of a recent marketing campaign, or because Chinese respondents tend to over-report brand awareness?

Be consistent Make assumptions

<@> Set quotas in tracking studies to ensure sampling Not all survey differences are cultural.
consistency from country to country. Don't hide behind cultural bias to deflect

e from disappointing results.

Compare like for like
@ Analyze sample groups with homogenous cultural @ Paint with the same brush
& structure, e.g. Japan Wave 1 vs Japan Wave 2, or “Global” benchmarks don't apply to all countries
Brazil SMBs vs Brazil Large Enterprises. e and when misappropriated can prevent
important actions or prompt unnecessary ones.

Use your research toolbox

! Look at previous research to identify cultural | Over-rely upon your research toolbox
u differences which may be at play for current u All surveys are different and there is no definitive
programs, and keep an eye out for similar patterns. e quantification of cultural differences. Weighting
the results risks reductionist conclusions.

Use method in your madness Use madness in your method
] Consider question types which are better suited to b Too much tweaking and not enough survey
{@} specific cultures, e.g. ask for monthly income in (% consistency across countries and you'll lose the
China, not annual income. ability to compare findings or aggregate globally.

S



How To Achieve
A Leading NPS

What?
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Customers are asked how likely they are to recommend ‘supplier X' to a colleague or somebody seeking a ‘similar product or service’ using a 0-10 scale.

Scores of 9 and 10 are given by promoters, scores @ © @ @ @ @ @ @ @ @ ®
of 7 or 8 are neutral (passives) and scores of 6 or less are
detractors. m a a a a a a a a n a

The Net Promoter Score is calculated by subtracting the
proportion of those giving a score of 6 or less from those

e erbre o at10 T - BT - BT

Why?

Loyalty generates customers with a high “lifetime value”.

Furthermore, “promoters” are 50%
more likely to generate

new customers. . f §

‘Best in class’ companies have an NPS of 50 to 80
and grow more rapidly than competitors.

The average B2B company has an NPS
of just 32.

How?

Most business to business customer loyalty surveys are carried out annually due to the lower number of customers compared to b2c markets.
However, where there are enough customers, and where interactions between the company and customer are frequent, then an on-going tracker

study with some touchpoint surveys is more beneficial.

Build relationships with customers

"\. ,§ Frequent contact with friendly empowered staff
typically drives loyalty.

Respond quickly
@ In every line of business, customers have grown

used to a speedy response to queries and problems.

Easy to do business with
| é The less effort people have to put into doing

business with you, the higher NPS you will achieve.

Build the brand

A strong brand encourages a high NPS as long as it
H delivers against its promise.

\\|I/

oo Try to please everybody

= You can't please all the people all the time. Make
& sure you please your most important customers.

Expect too much too soon
T 2

(_T o - Whatever improvements you make will take a long
2y \e time to show through. Give yourself at least a year
before improvements start to filter through in
your NPS results.

Treat it as a one-off
@e Customer loyalty isn't a fad. It needs constant

attention.

Give it to the intern
é Customer loyalty is incredibly important.

e It needs support from the very top.

S
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Customer Experience

What?

Delivering a good customer experience is crucial to the success of a business - if customers are not happy, they will likely not be customers for
very long.

Research can help measure and improve the customer experience.

There are a wide range of tools available, including pulse or event-triggered surveys, customer journey mapping, key account depth interviews, etc..

Why?

Enhancing the customer experience ultimately leads to having more satisfied customers. This, in turn, can lead to increased loyalty and retention rates,
improved word of mouth, increased spend, higher share of wallet, and an increase in profits.

The Impact of Satisfied Customers:

A rise of as little as 5% in customer It can be 7 times as expensive to obtain a 70% of customers will do business with
retention increases profits by up to 125% new customer as to retain an existing one you again if you resolve their complaints

How?

Use research to understand how to enhance the customer experience by identifying what drives satisfaction, what customers expect, what their unmet
needs of the market are, and what actions your company can take to set itself aside from the competition.

There are a number of different metrics that can be used to measure customer experience, each serving its own purpose:

Metric How it helps

Overall satisfaction score Indicates current p_erforman‘ce With other ratings, can help
determine what is driving satisfaction
Likelihood to purchase in the future Indicates loyalty and intent to repurchase in the future
Net Promoter Score Indicates advocacy, future growth and profitability
Customer Effort Score Indicates ease of doing business and satisfaction in the future
Net value Score understa ndPSeS;tclgir\j/Zj \sg\[?ep?enlét?vnetyoeo\i?w‘;rebErgﬁ‘(\j/s,lea?ocr?gL\‘/afhtg value index

{O\ Get senior buy-in. Delivering excellent customer @ Ensure you have a customer research program that is tailored
experience has to start at the top. to your business and customers.
% Let employees know that the customer is everyone's priority! % Make sure there is a commitment to take action and improve
once results are gathered.
Build good customer lists / CRM - the key to a successful eo
4 ¥
customer research program. ' Celebrate the successes!
The Don'ts...
Do a customer satisfaction survey as a ‘box checking’ exercise Focus on one metric. This doesn't tell the full story on its own.
= - if customers are surveyed, they expect to see an |
e :
W improvement! e

Let it be seen as a means of ‘checking up’ on staff.

&

S

@ Ensure customer lists are not ‘cherry picked’ by sales teams.
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What?

Segmentation is the grouping together of customers (or Hard to do, but hard to copy
potential customers) with common characteristics. In
business to business markets we recognize three different
types of segmentation - firmographics, behavioral, and needs.

I@IQ |@
2es 4

Needs

e.g. interestin
additional services,
trust, partnership

Behaviors

e.g. purchasing
patterns, products

bought, number of
@ @ suppliers used.
v |
@

& a8l

Firmographics

e.g. size, private v.s. NHS,
location, cost to service /
profitability

)
to)= @)

Easier to do, but easier to copy

o)

Why?

A good segmentation will enable a supplier to serve customers better. It will result in improved NPS and satisfaction
scores. It should also generate greater profits as customers in different segments can be charged appropriate prices for
what they want. Finally, it can be difficult for competitors to copy and compete.

Most segmentation studies are based on survey data. The survey data will include questions that enable us to identify segments based on firmographics,
behavior and needs.

Hold multiple discussions with the client to discuss what will work best. A workshop may be useful to explore segmentation options.

Be clear as to the target audience Have too many segments

Establish whether the segmentation should be 229 Each segment needs serving and supporting. Five
just aimed at customers or should it include ,OYO\QQ segments should be about the maximum.
potential customers.

Make it too complicated
Put segments through the 3D test Most business to business segmentations fail

Make sure that the segments are distinctive, % because they can't be implemented.
Q

different and desirable. Otherwise they are not
segments.

, Design segments just for the marketing team
)\E The segmentation must suit everyone - especially

e the sales team as they will have to work with it.
Be wary of needs-based segmentations

@ Although needs-based segmentations are
| theoretically the best, they can be difficult to

implement for business to business companies.
P P The very largest customers are best removed

A segmentation based on firmographics and o O '
behavior is usually a more practical alternative. e Zreo;;r;htil;ndlwdua\ ST, S| EHE G v

Include the very largest customers

Bo
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New Product Development e

What?

New product development (NPD) research aims to find
new products for a company's portfolio. Some say that
30% of a product line should be made up of products 1 2 3
that are less than 5 years old.

New

Products

Breakthroughs Line extensions roduct refreshes

Many new products are just product refreshes.
Very few are real product breakthroughs.

Difficult to achieve Easier to achieve

Why?

Itis said that “new” is the most important word in the marketing vocabulary. Customers are looking for something new that will give
them an edge over their competitors. Products have a life cycle and if we don't freshen up the product portfolio, it will atrophy and die.

How?

M d rket E Gate 1: Gate 2: Gate 3: Gate 4: Gate 5:
research is Process . =2 . . . . .
used at eve ry . ‘ o . Stage 1: Stage 2: . Stage 3: Stage 4: . Stage 5:

' . Concept | Business | Product | Test & | Launch &
pa rtof the . : Creation . Case Dot . Validation Monitor :.é
stage-gate - ! ! ! ! !

research ' ' ' ' '
input |
. Discovery & Concept Opportunity Product Product Tracking
" exploration testing analysis assessment trials
The Dos... The Don'ts...
....... Decide at the outset on the criteria for passing Limit new ideas

acceptability of passing an idea through a gate.
Normally more than 35% of respondents have to say
that they would definitely buy the new product for it
to pass through to full product development. Restrict the idea generators

Involve everyone in ideation. It isn't a task only for
the technical team

v through the gates @ At the ideation stage, all new ideas are acceptable.
= At an early stage, set benchmarks for the & They will be screened later.
X

Give people a chance to think about the new idea
oo\ Often people need to reflect on the benefits of the o )

2\) new product before they can fully judge it. Give them Give in to the inventors

chance to understand all its pros and cons. ﬁ ! Inventors of new products are very protective of
u their "babies”. Most new products fail, so make
Q sure that you are strict in weeding out those with
no customer appeal.

Make sure the new product satisfies a need

| @ Look at the market from all angles. Does the new
product satisfy an unmet need?

S



