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Part I: What Marketing IS...and ISN’T.

Simply stated, marketing is the act of connecting the needs (wants) of consumers with the
products or services to satisfy that need. Marketing is not a science. Marketing is not
ultimately predictable of success. Marketing is largely dependent on hard work, vision,
attention to targeted markets and luck. The following pages are designed to offer a
template on which to base your own evolving marketing plan. Any marketing plan should
be treated as a tool—a weapon of sorts. At the end of the day it should be battered and
worn and tired. If your marketing plan looks the same at the end of the year as it did at
the beginning you should consider yourself extremely lucky, extremely lazy or extremely
out of business.

Instinctively, we know the job of marketing is easier when the demand is great and the
supply is small. Conversely, it is easy to understand that when the supply of a product or
service is greater than the demand, marketers struggle for their share of the pie. When a
perfect balance is struck between supply and demand, marketers are superfluous. The fact
that more than 1/3 of the white-collar jobs in this country contain the word marketing
may be considered evidence that such a balance is indeed rare.

Between 2002 and 2006, the average tenure for chief marketing executives in the U.S.
was 18 months. This figure indicates:

1) Organizations expect a great deal from their marketing professionals.
2) Organizations are often disappointed with their marketing efforts.
3) The role (and effect) of marketing is often misunderstood.

As you begin the process of launching your own business, you should recognize both the
power and the limitations of marketing. At its best, marketing enables suppliers and
consumers to engage in the delicate balance of supply and demand. At its worst,
marketing is an expensive excuse for poorly targeted energy.

Must Haves:

In order for any commercial enterprise to succeed there must be:
e an identifiable demand

e amethod of satisfying that demand

e amethod of extracting profit from the exchange

The IKONICS Imaging Opportunity contains all three in generous amounts. Part Il will
identify the demand in several potential markets, the first element of your marketing plan.
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Part I1: Identifying Markets:

IKONICS Imaging has identified several potential markets:
e Gift market--$25B

Collectibles--$624M

Awards & Recognition/Promotional Products--$2.7B
Memorial--$16M

Signage--$5B

Targeting specific markets relative to your business will depend on your own
circumstance, including:

Competition:

Who are the competitors in your geographic area? Look through the Yellow Pages,
consult your local Chamber of Commerce, do a personal investigation of your local
business district to determine the quantity and quality of similar businesses.When
possible, interview business owners and front-line employees. Ask: “How’s business?”
and follow up with “Why?” Ask them how they generate new business and how they
capture customers.

Newspapers often maintain files on local businesses. A few well-spent hours perusing
such files is a good investment of time, often resulting in excellent information about
potential competitors and the economic climate affecting them. Take good notes and
compare what your potential competitors are doing/selling with what you plan to
introduce.

Keep in mind that competitors may be customers in disguise. Would any of these
businesses benefit from your product line?

Aptitude:

What makes you comfortable? What makes you excited? Perhaps you have ties to a
certain market—your father-in-law owns a sign company, your sister manages a gift
shop, you live next to Mount Rushmore and have a thing for selling to tourists, etc.

While it is important that you concentrate efforts on markets that are commercially
viable, it is equally important that you are comfortable serving them.

Once you’ve identified a market for initial targeting, you must formulate a strategy to
penetrate it. In other words, you must obtain customers. (More on ldentifying Customers
in Part I11).
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In essence, there are three fundamental ways to motivate potential customers within your

target market to do business with you. You can:

1) charge a lower price than your competitor charges for similar product/service

2) offer a different product than your competitor

3) make doing business with you more attractive than doing business with your
competitor by adding value during the business cycle

The IKONICS Imaging Opportunity allows your business to attack your market on all
three levels. Each has risks and benefits. None are foolproof. All necessitate work.

Of the three fundamental tactics for gaining customers (market penetration), often the
most difficult for competitors to overcome is #2: “offering a different product than your
competitor.” This is product differentiation.

The IKONICS Imaging Opportunity gives you the ability to truly differentiate your
product line through highly detailed, customized imaging on many substrates, including
glass & crystal, signage plastic, stone, ceramic, etc. This is your operational core
competency.

The next step is to identify market-specific core competencies. These are the
competencies you have that your competitors, arguably, do not. It is vital that you are
able to readily articulate your market-specific core competency. It is this statement of
competency that will serve as the backbone for your promotional campaigns,
advertisements, sales presentations and simple conversations about your business. In
short, your market-specific core competency statement is your answer to the question:

“What does your company do?”
Before you make your first sales call, make sure you have an answer.
Following are examples of market-specific core competency statements relative to
previously identified markets. Beneath each are examples of responses to the question:
“What does your company do?”
Gifts:

Market specific core competency:
High perceived value through detailed customization & personalization

“What does your company do?”
“We create high-detail, customized/personalized gifts for corporate clients.”
“My company specializes in producing highly detailed, personalized wedding gifts.”
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Collectibles:
Market specific core competency:
Superior detailing of custom images

“What does your company do?”
“We produce custom-imaged collectables and gifts.”
“My company produces customized, one-of-a-kind collectibles.”

Signage:
Market specific core competency:
Novelty, durability, lower comparative cost

“What does your company do?”’
“We produce customized signage.”
“My company produces indoor and outdoor customized signage for small businesses.”

Monument:
Market-specific core competency:
Superior detailing/customization, novelty

“What does your company do?”’
“We add custom detailing to monument stones.”

A & R/Promotional Products:
Market-specific core competency
Highly detailed, customization with short production time

“What does your company do?”
“We provide personalized quality corporate awards and promotional items.”
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Part I11: Identifying Customers:

You’ve done some preliminary, local market research. You’re comfortable with your
decision to move toward penetrating a certain segment. You’ve become comfortable with
your ability to provide product in service to that market....so, how do you find the
customers? And once you find them, how do you compel them to purchase?

Finding customers is not rocket science. If it were, companies would simply hire
“scientists” to identify customers, the companies would sell to them and, once the market
was saturated, the company would hire another “scientist” to come up with another
list...and so on.

Instead, finding customers is like fishing. One may identify a promising lake. One may
produce an attractive lure. One may hire an experienced guide and get equipped with
sophisticated gear. Still, at the end of the outing—however successful—there’s likely to
be more fish left in the lake than what rests on the floor of the boat. In this way, customer
marketing is similar to a sport—some marketers are gifted, others find success through
hard work. Others, it seems, are just lucky.

Armed with an IKONICS Imaging sandcarving system, you’ve already stacked the odds
in your favor:

¢ You have a the ability to produce a highly differentiated product

e Your potential profit per piece is excellent

e Your target market has been identified

e You’ve done competitive research and understand the environment

What’s left is communicating with potential customers.

Mass Marketing

1) Yellow Pages:

During your initial market research you looked through your local Yellow Pages. If you
found your competitors, chances are, so have your potential customers. While rates vary,
the Yellow Pages are often a reasonable necessity for generating customer traffic.

Hints for your Yellow Pages advertisement:

e Size matters. So does color and position. Your YP sales rep. will fill you in on the
latest data; but it is generally true that ad size, color and right-reading page placement
result in improved lead generation.

e Message matters. Remember your market-specific core competency. State it.
e Ask for the sale. Save room in your ad to ask people to call you. The power of

language is incredible. Use: “Call Now” or “Call for details” or “Call or stop in
today...”
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e Proof read the copy. Be sure your telephone number, address and website
information is correctly printed.

2) Local Newspaper:

While newspaper advertising is often costly, it is typically very reasonable in terms of
“cost per impression” which refers to the price of the advertisement divided by the
circulation. As a way to introduce your business to the community, the local newspaper is
an excellent resource.

Further, as mentioned earlier, most newspapers are hungry for news of business
development. You should work hard at developing a relationship with the editor of your
local newspaper early in the process of developing your business. Introduce yourself.
Share your general ideas. Ask for advice.

The value of getting editorial coverage in your local press is incredible and often
overlooked.

Again, it is important, in every promotional activity to deliver your message—your
market-specific core competency, and your invitation to do business with every prospect.
Don’t forget to ask for the sale.

3) Chamber of Commerce:

Your local COC should be instrumental to the development of your business. Foster a
relationship with the director. Seek advice and practice solid networking tactics, such as
participating in community events, clubs, parades, celebrations, etc. Most COC’s publish
a newsletter. Be sure you’re business gets on the editorial calendar. Ask your COC to
promote a formal “grand opening” of your business. Get your picture in the paper.

4) Radio:

Once the pinnacle of mass marketing, the radio has fallen from favor as network and
cable television has hobbled its efficacy. Still, local radio coverage is an excellent and
relatively inexpensive vehicle for delivering very specific promotional messages to very
specific audiences. Any radio ad rep can tell you about the demographics of its listeners.
Be sure to match up your message with the audience intended ...just because you don’t
like the station’s content you should recognize that your market might.

5) Other Promotional Marketing Tools:
= Door-to-door fliers featuring your product
= Newspaper inserts featuring your product
= Church bulletins featuring your product
= Internet mailing lists featuring your product
= Coupons featuring your product
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When it comes to mass marketing, the point is repeatability. Messages should be
consistent across promotional vehicles and include:

e Company name, logo (name, address, telephone, fax, web, etc.)

e Market-specific core competency (what you do)

e Call to action (“call today,” etc.)

e A flattering representation of your product

Direct Marketing

Direct marketing is dependent on the ability to identify the all-important “hit list.”
Traditionally, this “hit list” becomes better defined over time as marketing efforts deliver
leads that, upon follow-up, evolve into hot leads and an active customer database.

Direct marketing refers to the communication to a specific population of potential
consumers that is more likely to purchase than the general population. Once you have
decided your target market, obtaining a “hit list” is much easier.

For example, if your target market is gift retailers in your community, you might simply
identify them from your Yellow Pages directory and send each of them a letter explaining
your business proposition.

If, on the other hand, your target market is to sell direct to gift-buying consumers, your
list may contain the entire mailing list of your local newspaper. Providing consumer lists
for purposes of direct marketing is a multi-million dollar industry in the U.S. Resources
such as “lists.com” and Dunn and Bradstreet represent opposite ends of the spectrum in
terms of excellence and price per listing.

The following is industry-specific association contact information relative to the markets
previously identified. These contacts should be recognized as “starting points” for your
direct marketing efforts. Through these contacts you will be able to begin the process of
identifying potential customers in your area.

Signage:

National Business Media, Sign Business Magazine OR  Sign Builder Illustrated
Chris Taraskiewicz Don Rogers
800.669.0424 212-620-7200

E-mail: chris.taraskiewicz@nbm.com www.signshop.com

www.nbm.com

A&R/Promotional Products:

National Business Media, A&E Magazine
Dave Pomeroy

1-800 669-0424

E-mail: dpomeroy@nbm.com
www.nbm.com


mailto:chris.taraskiewicz@nbm.com
http://www.nbm.com/
mailto:dpomeroy@nbm.com
http://www.nbm.com/
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Value-based Pricing refers to the art of pricing based on the perceived value of the
customer. One notorious case of value-based product pricing is the ill-fated experiment of
Coca-Cola in implementing their “smart” vending machines that registered the
temperature and relative humidity of the environment and automatically adjusted price
accordingly. As such, if the temperature was 108 degrees with 90% relative humidity the
machine would “adjust” the price of your Coke to $2.75, while, in Duluth, MN where the
temperature is 60 degrees with 30% relative humidity on the same day, the price for a can
of Coke would be $0.50.

As you might guess, the machines were not popular. Neither was the marketing executive
who came up with the idea.

Still, the concept of value-based pricing is sound. In the case of the IKONICS Imaging
Opportunity, where a differentiated product and fast turn-around times are inherent,
value-based pricing should not be ignored.

Assume, as in the previous example, the cost of producing a specific product is $10.00.
Assume that your market intelligence assures you that your product is novel in your
marketplace—no one else in town can deliver 50 personalized crystal cubes with an
engraved company logo as quickly as you can. In fact, no one else offers such a product.

In this case, settling for 80% profit margin may be foolish. Your customer may be thrilled
to pay $50.00 for such a product.

In fact, marketers should always consider the repercussions of any pricing decision.

Pricing too high may allow copycat competitors to penetrate your market with a cheaper
product. Pricing too low may subvert your overall profitability.

14
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Part V: Monday Morning...
What to do first.

Congratulations! You’ve already completed the most important step in the successful
launch of your abrasive etching business. By purchasing the equipment package and
devoting the time and energy to learning the craft, you have demonstrated a commitment
to success.

Next is the execution of an action plan that must be detailed with your own insight, sweat
and skill. Use the following as a guideline to shape your efforts.

Weeks 1-2:

Scope the Competitive Environment

Your first week should be spent investigating your target market opportunities. Look
through the Yellow Pages. Consult your local Chamber of Commerce. Visit your
shopping districts and interview owners, managers and employees of similar—potentially
competing—>businesses. Look for product similarities and price differences among like-
products. If there are 10 businesses in your area that offer products similar to the ones
you plan to introduce, look for opportunities for wholesale business.

By the end of the first week you should be able to rate each of these businesses on a scale
of 1 -5 in terms of the threat you feel they pose to your business. If your list is full of 5’s
(representing the most threat), it is possible the market you’re considering is saturated.

On the other hand, it may be that you’re giving your competitors too much credit. Look
for ways in which your product can be promoted as different. Look for ways to serve the
same customers they serve, better.

Create a “Hit List”

Next, create a list of 50 potential customers—however rough and undefined your present
product concept may be. This will be your first “hit list” and may include some of the
businesses you visited earlier in the week.

Some examples of potential customers and products include:
Schools: gifts/awards (Teacher of the Month, Student of the Month, Graduating class,
Retirees, etc.); signage (lavatory signs, office signs, classroom signs)

Businesses: gifts/awards (Employee of the Month, Safety Award, Top Sales Rep,
Retirees, etc.) ; signage (lavatory signs, office signs, etc.)

Churches: gifts (desktop memorials, choir awards, confirmation awards, Sunday school
graduation), signage, memorial stones.

City Hall Offices: gifts/awards, signage, collectibles.

15
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Universities: gifts/awards, collectibles (customized to portray the school mascot or
official seal.

Bottle shops: gifts, collectables (personalized wine or champagne bottles for weddings,
birthdays, retirement parties, anniversaries, etc.)

Sports teams*: gifts, collectibles, awards.
*See Appendix for potential regulatory requirements and information on licensing agreements.

Remember, the product line you can create with your IKONICS Imaging sandcarving
system is a premium method of adding value through customized personalization. The
applications are virtually endless.

Get Competitive Quotes

Once you’ve identified some potential competitors, call them for a quote on a
hypothetical job similar to the type of job for which you will be competing. This
information will be invaluable in determining your own competitive position,
establishing pricing, formulating a promotional plan and composing a “hit list.”

Be sure to get comparative quotes from as many competitors as possible and for different
kinds of jobs.

Sharpen your skills

During this time, you should also make time to become totally familiar with your
equipment, the photo resist film and the various substrates. Practice and perfect your
etching technique and get comfortable with the pre-press process.

The first several weeks in researching your markets is an exciting time. Let your
imagination rule. Anyone can be customer. This can also be a frightening time. When
you note that other businesses—potential competitors—are doing well, it is natural to feel
threatened. After all, they’ve got the customers. Fact is, those customers can be your
customers.

Also, if the note that similar businesses are struggling, it is natural to feel disheartened.
Fact is, the process and products you can offer will be truly different than the majority of
competitive products. Have faith in the value of quality and the willingness of consumers
to pay for it.

Establish Pricing
Once your “hit list” has been established, you must create a product reflecting it. As you
practice creating product you will get a feel for how much time and material you
typically consume in creating a product. If you have hired labor you should press for
good productivity.

Most start-up entrepreneurs begin their pricing schedules on a cost-plus basis, as outlined
earlier. This is a safe and well-tested pricing methodology.

16
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Conversely, many truly differentiated products and services are sold on a value-based
schedule, which leaves much more room for potential profitability, price discounting and
special promotions.

Ultimately, based on competitive forces, your ability to produce, sales volumes and
security, you must decide which pricing philosophy makes sense to your business.

Begin by establishing a price list per product. You may choose to provide a discount for
volume purchasers at various volume points such as 12 (10%), 24 (15%), 50 (25%) and
100 (33%). Of course, the percentage increase you choose will be based on your cost to
produce.

Distributor Pricing

In the instance you decide to sell to a reseller, you should establish a base list price for
your product and negotiate a reasonable wholesale discount with the retailer. The list
price is the price you—as the manufacturer—suggest as the retail price. Most resellers
have no interest in pushing a product if their profit is less than 20%.

There are exceptions. Certain markets survive on volume alone. The markets identified
here typically do not. Still, every market is different and you should not negotiate price
until you have a minimal understanding of the retailer’s average profit margin on similar
items.

Do not commit to an across-the-board discount off your list price without understanding
your retailer’s devotion to the product line. Once a low price is established, it is very
difficult to escalate.

It is often advisable to draft a performance agreement with your reseller that allows you
to increase your wholesale pricing in the event of poor performance. Such an agreement
may include an exit clause as well, stipulating your right to sell direct to the retailer’s
customers if minimal performance is not met.

Making Sales Calls
By the end of Week 2 you should be ready to make initial customer contacts. A smartly
designed sales call is often the most effective way to initiate sales.

Fundamentals include:
e A well-practiced pitch. Your pitch doesn’t have to be tightly scripted; but it should
include the following three elements:
--personal introduction
--introduction of product (why the product is better differentiated)
--closing (ask for the sale)

e A professional manner. You should be well dressed and groomed and give the
appearance of success.

17
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e An example of the product. Prepare a sample of the product for the potential
customer. Personalize it with the decision-maker’s name, company name, logo, etc.
Offer the product as a gift—a “thank you” gift for spending time with you, etc.

e Leave a promotional piece of literature—even a business card—behind. Promise to
follow up in ten days.

e Follow up with an e-mail, short note or phone call. Never forget to ask for the sale.

Set a goal for yourself of making 5 sales calls every day. Take notes and keep an active
database reflecting the disposition of each prospect:

“A” = active, purchasing customer

“P” = pending customer—ready to buy

“Pro” = active prospect—maintain regular contact

“Cold” = uninterested, maintain annual contact

“Ref” = valuable as a potential referral source

“Dead” =forget about it...

18
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Conclusion

Your IKONICS Imaging Opportunity represents a vehicle of potential. The tools you
have will enable you to compete in numerous market areas and you should allow yourself
the opportunity to make forays into any of them. In short, your business will directly
reflect the energy you put into it.

At IKONICS Imaging, our specific goal is to assure your success. We’re counting on
your success for ours. With that in mind, you should feel comfortable calling your

IKONICS Imaging representative at any time with questions about technical, marketing
or operational issues.

Good Luck!
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