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1. Existing Conditions
1.1 Mission and Scope
This section will set out the existing attitudes and visions of the light fantastic as an organisation. One can further develop an idea of the existing direction of the business by considering the customer mission and the key value mission (Piercy, 1992).

1.2 The Customer Mission

The light fantastic has loyal and local customer base and, through Hywel’s electrical experience, has the capacity to provide extensive advice to customers.  This allows the organisation to focus specifically on the needs of the individual customer bringing about a sense of intense customer focus.

1.3 The Key Value Mission

The organisation has moved into bespoke fittings for business and private customers alike.  This area of the business is still in it’s infancy but is a lucrative.  From the information provided one can assume that this would be a particular value focus for the organisation due to the financial returns, it will also enhance the customer mission by providing a personal, customised service.
1.4 Overall Business Objectives
Being a small business, we can assume that the light fantastic does not have explicitly stated business objectives.  According to O’Malley (1999) there is a collection of standard objectives that can be applied to the light fantastic before marketing objectives are to be set.  One can assume, due to the profitable nature of the business and Hywel’s leaning toward expansion to other premises that profitability and market share growth are important objectives of the organisation and also that quality of customer service is an underlying theme for the organisation.
2. Situational Analysis
In order to formulate precise objectives for a direct and electronic marketing plan, the light fantastic must have a detailed knowledge of the organisation.  This knowledge, according to O’Malley (1999) should combine analysis of the organisation’s strengths and weaknesses internally with a comprehensive understanding of the environment in which the organisation is competing.
2.1 The External Environment

The PEST Model explores the external factors currently acting upon the organisation.  Recent developments in models of external analysis will also be linked to this investigation, such as stage two of Kettinger and Hackbarth’s three levels of business strategy migration (1999) - diagnosis/ industry assessment, which draws heavily on Porter’s five forces model (1980).  The reason for combining contemporary theory with long standing theory is to take note of Chaston and Mangles’ reservations concerning exclusivity of theory (2002)
The light fantastic is a small company so the main focus with regards to political factors in the market would be simple concepts such as employment and taxation legislation.  These are concerns for all SME’s looking to expand but are not a major influence on formulating a strategy, acting more as by-products of expansion to be dealt with as and when the situation requires in this case (Fisher, 2001).  
Future changes in building regulations would however have an effect on the light fantastic whereby performance in terms of energy efficiency of lighting could be stipulated by the government, forcing a change in suppliers or components used.
With regards to the infrastructure of the economy, the light fantastic needs to take into consideration the current financial situation of the country.  With interest rates likely to drop (Sunday Times, Nov 16, 2003), borrowing of money for expansion is a favourable option for SME’s.  This of course also links with the theory of Porter’s five forces in that barriers to entry of the local market will be affected, making it easier for new comers to raise the necessary funding to begin trade and therefore compete in the domestic lighting market.  This would also lead to an increase in the threat of substitute product/ retailers in the market
Another economic factor to address is the rise in disposable income of UK consumers (Mintel 2003).  This makes the market favourable however it cannot be overlooked that the cost of switching suppliers for consumers is relatively low making the buyer more powerful.  This means that building and maintaining a loyal customer base is an important consideration for the marketing strategy (Sargeant, 2001).
There has been a marked increase in the interest and support of DIY in the media.  With shows such as “Changing Rooms” and home improvement magazines becoming increasingly popular, there is likelihood that ample room for growth is still left in this market even at a local level.  This change in social environment can be coupled with the rise of disposable income to present a favourable image of the market (Lancaster, 1998).  Another consideration with regards to social attitudes is the concern for the environment and energy saving light bulbs becoming more affordable and accepted by the consumer.
The primary technological concern for the light fantastic should be the advancement of concepts/ standards in lighting.  However, equally important is the use of computers for shopping, this is also a social consideration as, with 128 bit security standard on most e-commerce sites, the consumer can have much more confidence when buying online.  The technology for this type of transaction is accessible and relatively easy to implement, perhaps explaining why many of the larger retailers have already begun to employ this.
In summary then, the external environment of the organisation is relatively favourable.  The internal environment can be examined by looking at the strengths and weaknesses of the business currently:

2.2 The Internal Environment

A considerable strength of the organisation is Hywel’s knowledge of electrical systems and products.  This knowledge is an intangible asset that we encounter when taking a resource-based view of the organisation.  The other members of the team contribute the rest of the required skills for smooth running of the organisation.  The most valid of Holder’s functional expertise (1993) for this organisation is manufacturing and fulfilment to ensure customer satisfaction.  This is a definite strength of the company and will be instrumental in developing the direct strategy.
The comprehensive skill set of the light fantastic has led to its loyal local customer base that visits the shop.  It is assumed that the light fantastic has collated a basic computerised database of customers’ address details but do not have purchasing details into this format.  Also assumed is that the company bills customers through an invoice system, all of which are retained for accounting purposes.  

We can assume that the company is in good financial health due to this and that fact that it is out of its initial infancy stage where most new businesses fail.  This can lead to the assumption that the organisation is in a favourable position with regards to financial resources.  It is also assumed that physical resources include a computerised till and accounting system and the relevant hardware on which all members of the company are competent.
The most salient weaknesses to be identified within the light fantastic are a concern when taken in the context of sustainable competitive advantage and can also be linked to the 4P’s of marketing (McCarthy 1960).  The pricing of goods in the light fantastic, although comparable with local suppliers, is higher than the larger chain retailers.  This can cause a problem when it is considered that these larger stores cover the whim of the DIY market with massive product lines in addition to lighting allowing all other home improvement products to be purchased in one trip.

For the light fantastic to hold a sustainable competitive advantage also relies upon its ability to provide its customers with a suitable product in the correct time frame.  In the context that the company wishes to grow, its limited storage is a potential weakness in the respect that increased sales will require either a larger warehouse or an efficient and fluid supply chain.  This will be addressed as prime factor in the implementation of a growth strategy at a later point in this report.
3. Formulating the Direct and Electronic Marketing Objective
The most commonly used objectives for small business are related to the growth and profitability of the organisation according to O’Malley (1999), the light fantastic is currently surviving competently in its market but has great potential for expansion as identified previously.  

The customer is a critical success factor of the organisation so the main focus of marketing objectives will be the quantification of customer loyalty and satisfaction whilst also collecting information about purchasing habits.  
The company will also need to grow in brand strength to compete with the increasingly knowledge-orientated large companies in the local area. So in setting the objectives for direct and electronic marketing activities, a hierarchy of these two driving forces of the business must be identified.  
The current business objectives as stated previously are primarily concerned with the growth of the business, and it has been identified that diversification of product range will allow a greater competitive advantage.  However, the marketing objective will focus primarily on the identified core competency of the organisation, the customer (Vanhaverbeke, 2001).  The objective analytical tool CARPET can be applied to enable clear direction for the marketing campaign.
The primary objective of the campaign will be:

To increase loyal customer base by 25%, measured against current records of customer activity, to enable the justification of expansion to another location within 18 months.

The following section will assess the strategic options available to the company with regards to the implementation and fulfilment of the marketing objective.

4. Identification of Strategic Options

The ways in which the objective can be met are broken down into operational issues that constitute the strategic direction of the plan.  
 Any expansion of the company carries concerns about storage.  The options for overcoming a potential problem in the existing premises are:

· To create larger facilities on the existing site

· Analyse and streamline supply chain procedure from suppliers

The light fantastic is within a town centre so the assumption can be made that expansion on the existing site will be extremely expensive if at all possible.  The light fantastic is a SME so we can also assume that the considerable resources required for such structural work will be beyond the means of the organisation.  But perhaps more importantly, with future expansion to a second store detailed in the business objectives, this may not present value in terms of real benefits for the initial cost.  
The second option to streamline the existing supply chain to resemble just in time ordering will allow a more diverse product range whilst keeping within current physical limitations.
An increase in the current customer database in size and scope to include purchase preference of all customers would enable precise targeting of product-specific promotion for the light fantastic to implement customer relationship management (CRM), therefore increasing the quality of relations and further building loyalty.  Options to achieve this are:
· To create a web service, allowing visitors to search a full product database and submit requirements for bespoke fittings.

· To compile existing records (invoice details and addresses)

A web service will allow superior collection of information on customers purchasing habits.  If used by many customers it will also form a solution to the storage limitations allowing bespoke requirements to be forwarded to suppliers and dispatched, eliminating the need for guesswork over stock levels to match demand.  Compiling existing records into a single database can be combined with the web service to further enhance knowledge of the customers’ habit through analysis of previous purchases.

By combining the two strategic options with the implementation of evolutionary computing software (Bhattacharyya, 2003), Hywel can better serve customers through direct marketing.
Finally, the expansion of the business must be facilitated.  Direct and/or electronic marketing currently accounts for £2.5 Bn of advertising spend in the UK with consistent annual rises since the 1980’s (www.dmis.co.uk, Dec 2003). The options to increase the customer base and awareness through direct and/or electronic marketing are:

· Email marketing

· Viral marketing

· Traditional mail shots

· Leaflet drops

Given that computer ownership is on the increase and the fall in prices of internet access, email marketing is a definite consideration to satisfy the marketing objective.  Allowing awareness of a web service to rise amongst existing and new customers by keeping in contact with all customers through this cheap and relatively easy to implement method, Hywel can increase the likelihood of repeat purchasing and therefore customer loyalty.  
The same can be said for traditional mail shots although the cost consideration will be higher and response time is typically 80% within 6 to 8 weeks as opposed to 48 hours with email (Jupiter Communications, 2003).  Viral marketing can also be implemented by the light fantastic by way of word-of-mouth, this can be unreliable but a mechanism to “tell a friend” on the web service will integrate its value into the overall electronic strategy.  

Given that the light fantastic has a largely local customer base and most householders will need electrical equipment at some time, a leaflet drop in the local area would be an extremely cost effective measure to alert present and potential customers to the presence of the store and web site.  This can be further justified by the fact that consumers spend a majority of their time within a 10 to 20k radius of home so if the required products are available locally, they will purchase locally (www.isba.org.uk, 2003)
5. Target Response Levels
To set a target response level, an organisation needs to have an idea of the industry average (O’Malley, 1999).  In the light fantastic case, DIY and other leisure mailings perform well with response rates of 11.1%.  The light fantastic customer base is naturally segmented into business and residential customers.  Response rates typically differ between these two groups (www.dmis.co.uk, Apr 2003).  To account for this, response rates will be as follows:

	Medium
	Business
	Domestic

	E-mail (actual rate)

E-mail (time)
	17%
72hrs
	12%
48hrs


NB: Response time is based on the time it will take for 80% of actual responses to be received

Business response time is better than average to reflect the regularity with which business customers purchase and therefore, visit the store.  Otherwise target responses are set to slightly under perform against industry standards in a bid to be realistic within a relatively small local market.
6. Outline of Budget

The budgeting process will adopt the objective and task approach (O’Malley, 2003).  This is the best choice due to its fluid nature and taking into consideration the lack of marketing activity previously in the light fantastic on which to base estimates.  The alternative approaches; competitive parity and percentage of sales, are of little use in this context.  A basic breakdown of the tasks required to meet the objective will give an outline of a reasonable budget from which to work:
· Creation of website hosting and scripts to allow full ordering facilities
· Leaflet drop to raise awareness of site and cater for non-web users

· Promotional gifts/pens

· Email shots

· Purchasing and maintain database software

· Search engine sponsorship/ banner advertisement
In light of the above activities and the financial situation of the organisation, a budget of £15,000 can be deemed sufficient to meet the primary objective.
7. Implementation of the Direct and Electronic Marketing Plan

This section will be split into three sub sections to cover the implementation of the strategic options above in terms of:  The customer, the web site and advertising.  This allows a stronger focus in accordance with guidelines set out by McDonald (1996).
7.1 The Customer
The first step to meeting the primary objective is to consider the customers needs in an innovative manner.  In order to better serve the light fantastic customer, Hywel needs to compete more effectively with the larger stores to take some of their customer base; their customers expect choice, so the light fantastic must compete on this field.  To diversify the existing product range to include more products from other areas of DIY that are relevant to the lighting market will allow residential customers to purchase more in the store to support their DIY activities.  Also, business customers will benefit in that they will not need to make as many stops to collect materials for a job.  Breaking away from current product ranges will enable a sustainable competitive advantage over smaller local stores who, without such innovation, will fall behind (Markides and Constantinos, 1998)
The lines to be added should elaborate around the task of renewing and fitting lighting.  For example, many workmen are responsible for the re-plastering of chased channels after rewiring.  So, by restructuring the store to include 20% of new product lines, the needs of the customer will be better served, inviting them to purchase more stages of the DIY process that they are undertaking from the light fantastic.

This diversification is not without drawback and to implement this, the state of the organisation’s supply chain must be considered.  With 20% more product lines in the store, Hywel will find space at much more of a premium.  
To combat this, Hywel will need to reinforce relations with his suppliers.  In doing this he should propose an improved turn around on orders.  By keeping a skeleton stock, Hywel will rely on promises from the supplier and should seek out the ability for next or same day delivery. This will solve the storage constraints allowing much more choice to the customer.
7.2 The Website
It cannot be ignored that the internet is a thriving marketplace for commerce and information gathering and with the ability to link response rates with social demographics (Chittenden, 2003); there is a strong argument for the presence of modern business on the internet according to Brennan et al (2003) among others.  

The function of the website will be to collect information on customers viewing habits through unique product codes (i.e. a “/w” suffix) to identify web browsing customers when in store.  Also, promotional codes or passwords will allow the monitoring of how regularly customers visit the site if they are changed regularly and will also provide a set of statistics on more successful special offers these mechanisms are discussed at length by Easton (2003) and Normann (1993).

A log in feature will allow Hywel to collect current address details and a short feedback form as part of the registering process will indicate the success of leaflet drops and word of mouth by including a question relating to where the customer heard about the site.
Another consideration for the web site will be search engine listing.  This is chosen as banner advertising costs are high and targeting inefficient (Shen, 2002).  The most cost effective method for the light fantastic to be a sponsor of a site is Google’s AdWord facility.  This allows the advertiser to pay per click, meaning that they are only charged for the people who click on the link.  This again will enable specific monitoring of the most valuable methods of finding the site.  These factors will adhere to the objective by ensuring that information is collected regarding loyal/repeat customers.
The final function of the site will be to allow business customers to request bespoke fittings by submitting their requirements to the site.  Hywel can then review the designs daily, offering feedback by email or phone, collect payment electronically and then order the components from his suppliers.  With the next day delivery promise from suppliers the turn around could be collection from the shop that day.  This will increase the ease of ordering for business customers, thereby increasing the likelihood of satisfaction, recommendation and repeat purchase (Sargeant, 2001).
7.3 Advertising
The final part of the implementation concerns direct advertising.  This is a case of delivering leaflets within a 10 mile radius of the store to raise awareness of the store to prospective customers and website to both prospective and existing customers.  The quality will be glossy paper to promote a professional look and the flyers will include a special offer.  This offer again allows monitoring of promotional effectiveness by requiring the customer to bring the leaflet to the store to reap the benefit.  
Once the site has over 100 registered users, the light fantastic will send out an email shot to these users in the form of a newsletter.  The mail will be formatted in rich text format as this promotes a better response through its use of fonts and pictures to again enable a professional look (Chittenden, 2003).  The inclusion of a link to the site is paramount as is contact details for the store and a special offer code.

8. Evaluation of the Marketing Plan

The plan will be monitored continually throughout the implementation process to ensure adherence to the primary objective.  Monitoring will mainly be through the database systems in place.  Using recommendations from O’Malley (1999), the following will be tracked and reported on fortnightly:

· Responses generated by each module of the plan

· Qualification of customers as repeat purchasers

· General trends in bespoke requirements allowing insight into product and requirement developments

The details of the fortnightly reports will allow the light fantastic to compare actual with predicted performance.  In addition to this, at the end of the 18 month implementation process a final report will be drawn up detailing overall performance of selected media in relation to each other.  The performance of the campaign as a whole and recommendations for further developments in marketing strategy will also be included.

8.1 Conclusion

In conclusion, this report details the current intra organisational environment and the market in which it operates.  The objective detailed is achievable through implementation of the strategic options and strict monitoring of performance.  By increasing the local loyal customer base the light fantastic will then have a feasible option of distributing this expanded customer base over two stores after the 18 month deadline pending acceptable results.
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