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3.1. The role of marketing when setting up a business. 

3.2. The relevant market. 

3.3. Defining and implementing a business strategy: 
3.3.1. Identification of business goals. 
3.3.2. Product, price, placement, promotion. 

3.4. Launch campaign of the new company. 

3.5. Demand estimation. 

3.6. Degree of commercial definition of the new company. 

3.7. Conclusion on the commercial viability. 
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• First stage: delimitation of relevant market. 

• Second stage: definition and operationalization of the business strategy. 

• Third stage: budgeting the cost of the launch campaign. 

• Fourth stage: demand estimation. 

3.1. The role of marketing when setting up a business 
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• The relevant market must be the most suitable 
one for the selected competitive advantage. 

• Who will be your customers?: 
- Motivations. 
- Purchase habits. 
- Geographic location. 
- Purchasing power. 

• Who are the competitors?: 
- Features. 
- Forms of acting. 

• Future development. 

3.2. The relevant market 
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1. Potential market: number of customers and sales volume that 
would be theoretically possible to reach.  

2. General market trends and foreseeable development. 

3. Geographical distribution of the market. 

4. Specific features of the market: they impact differently on the 
company (legal regulations, seasonality of demand…). 

5. Customer profile: personal characteristics of the consumer 
(age, gender, economic resources, education, profession, place 
of residence…). 

6. Why the product or service attracts the consumer? 

7. Competitors. 

3.2. The relevant market 
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• CONTENT OF A MARKETING PLAN TO LAUNCH A NEW PRODUCT: 
- Identification of business objectives. 
- Product policy. 
- Price policy. 
- Placement policy. 
- Promotion policy. 

3.3. Defining and implementing a business strategy 
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• Quantitative goals: 
-  Forecast figures for key business concepts (monthly sales, gross 

margin, market shares…). 
-  Goals can be given for product lines, regions, sectors, 

customers, distribution channels… 

• Qualitative goals: 
-  They set standards of behavior and guide decisions: interest in 

conquering certain markets, introduction of certain products, 
acquiring a certain reputation… 

-  How do we achieve these goals? 

3.3. Defining and implementing a business strategy 

3.3.1. Identification of business goals 
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•  Basic aspects: 
1. Differentiation and definition of the product or service 

(with the product / service / people / image / placement). 

2. Quality of product or service: customer satisfaction. 

3. Product lifecycle. 

4. Brand:  
-  Strategies of name brand: single brand / multiple brand / second 

brand / umbrella brand or family brand. 
-  Brand name choice. 

5. Product presentation: container and packaging. 

6. Anticipating a possible evolution of range. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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•  Sales? 
•  Profits? 
•  Competition? 
•  Consumers? 
• Marketing goal? 
•  Product? 
•  Placement? 
•  Price? 
•  Communication? 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Setting Up Businesses 
Topic 3. Commercial viability 

Ladislao Luna Sotorrío, Elisa Baraibar Diez, Ignacio Llorente García and María Dolores Odriozola Zamanillo 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Setting Up Businesses 
Topic 3. Commercial viability 

Ladislao Luna Sotorrío, Elisa Baraibar Diez, Ignacio Llorente García and María Dolores Odriozola Zamanillo 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

1. Single brand 2. Multiple brand 

4. Umbrella brand 3. Second brand 

Distributor brand 
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4 Business-Naming Tips for 
Branding Success. 

5 Business Naming Trends 
Startups Should Consider. 

The Logo Mishaps of Giant Brands. 

Source: www.entrepreneur.com  

That’s interesting… you should take a look! 
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Source: http://es.paperblog.com/10-ejemplos-de-packaging-creativo-1-1615926/ 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

http://www.entrepreneur.com/article/226609
http://www.entrepreneur.com/article/224244
http://www.entrepreneur.com/article/224201
www.entrepreneur.com
http://es.paperblog.com/10-ejemplos-de-packaging-creativo-1-1615926/
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Before planning the launch of products and in order to ensure they 
have the highest possibility of matching the tastes and purchasing 
motivations of the target audience, it is advisable to perform a series 
of market tests to certify that the products may be successful:  

•  Definition of the product: what product features may be attractive to the 
target audience? 

•  Branding test and packaging test: do they have the necessary appeal 
and will they contribute to the expected product positioning? 

•  Test of product: what is the opinion of the target audience? Discover 
willingness to purchase. 

•  Test of market: market testing for a limited time, by selecting areas, 
sectors and certain customers. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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• Price: total monetary and non-monetary sacrifice, that a consumer 
must perform in return for obtaining a given level of utility. 

•  How can price be changed? 

• In order for products to be accepted, they must have a competitive 
price-quality relationship  pricing, discounts and payment terms 
that allow achieving expected sales volume and expected margins 
and thus return investments. 

• Relevant to the achievement of goals: 
- High quality product – policy of high prices. 
- Ordinary products – make it popular through a policy of low prices. 
- Introduction of products – policy of low prices (barriers to entry). 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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Factors affecting price: 
•  Direct costs of the product (the higher they are, the higher 

the price). 

•  Gross margin to be achieved (affects price). 

•  Discounts and payment facilities. 

•  Similar prices to competitors. 

•  Can our customers pass an increased price onto their 
customers? (it facilitates the imposition of higher prices). 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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That’s interesting… you should take a look! 

Source: http://marketisimo.blogspot.com.es/2008/09/la-forma-correcta-de-determinar-un.html 

http://marketisimo.blogspot.com.es/2008/09/la-forma-correcta-de-determinar-un.html
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• Strategies for new products: 
- Price skimming. 

- Penetration pricing. 

• Differential strategies, focused on 
profit and profitability: 
- Price discrimination. 

•  Competitive strategies, focused on 
competition: 
- Prices similar to those of competitors. 
- Premium pricing. 
- Discount pricing. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

• Strategies for product lines: 
- Package price. 
- Captive pricing. 
- Unique price. 

• Psychological price strategies, 
focused on position and branding 
image: 
- Customary price. 
- Prestige pricing. 
- Round prices vs. Just-below prices. 
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• The choice of the distribution channel must define where and how 
products are marketed, having a great influence on quantity demanded 
and price.  

•  Relevant to the achievement of goals: 
- High quality product – selective distribution. 
- Ordinary products – make it popular with intensive distribution. 
- Introduction of products – adequate network of sales and distribution channels. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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Key features of the distribution channel: 
•  Link or relationship between distributor and company: the more integrated 

the distribution channel, the higher the control and the financial needs of the 
company:  
- Direct distribution: the company distributes products to retail customers. Total control.  
- Distribution through contractually integrated channels. High degree of control.  

- Independent distribution: business relations with distributors. No control.  

•  Length of distribution channel: number of intermediaries from the moment 
the product leaves the factory until it reaches the final customer 
(representatives, wholesalers and retailers). Direct effect on the price. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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• Exclusive distribution: exclusive agreement with one retailer (E.g.: 
Car dealers): 
- Control. 
- Cooperation. 
- High involvement products. 

•  Selective distribution: few retailers cover a specific geographical area 
- Middle involvement. 

- Comparison. 

• Intensive distribution: as many retailers as possible 
- Possible loss of control. 
- Frequently purchased products. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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• Intended to attract the interest of the target audience so that 
they buy the product, try it out and are satisfied and repeat. 

• It is necessary to introduce and position the brand, creating the 
expected image / differentiation regarding other brands already 
established. 

• Intense campaign to make it known and break the inertia of the 
marketplace. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 



Setting Up Businesses 
Topic 3. Commercial viability 

Ladislao Luna Sotorrío, Elisa Baraibar Diez, Ignacio Llorente García and María Dolores Odriozola Zamanillo 

• In a new business, communication should be doubly persuasive. 

• Define the target: 
- Who makes up the target audience? 
- What messages do they receive? From whom? 
- To whom is communication targeted? 
- What are their motivations for purchasing? 
- What are their purchase habits? 
- What areas and sector do we want to target? 
- What is the size of the target audience? 
- What is the desired coverage? 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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• The marketing manager, alone or in collaboration with an agency 
specialized in communication campaigns, will decide the goals 
and actions of communication that best apply to the target 
audience. 

• Goals: 
- Introducing new products and brands in the chosen market segment. 
- Giving prestige to the company and its brands. 
- Positioning products and the company. 
- Creating a corporate image. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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Communication actions: 
• Sales network:

- Sales force.
- Distributors.

• Advertising:
- TV (sponsorship, product placement).
- Newspapers (daily press, free newspapers).
- Magazines.
- Radio.
- Outdoor Advertising.

• Promotion (events, competitions, economic promotion). 

• Public relations.

• Merchandising.

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Advertising - TV 

Sponsonship Traditional Spots 

Product placement 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Newspapers Magazines 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Newspapers Magazines 
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Events 

Competitions 

Economic 
promotion 
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Merchandising: 
•  POS (Point of sale) advertising. 
•  Labels. 
•  Entrances to establishments. 
•  Shop windows. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Outdoor advertising 

Public transport Billboards Sports grounds 

Telephone boxes Bus shelters Subway platforms 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Outdoor advertising 

Public transport Billboards Sports grounds 

Telephone boxes Bus shelters Subway platforms 
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Communication strategies for entrepreneurs: 
•  Select the information. 

•  Social media campaigns: generate media presence. 

•  Blogs. 

•  Visibility and positive image. 
- Sponsorship – local festival, school festival or charities. 

- Donations. 

•  Constant relationship with media: newspapers, radio and local TV channels. 

3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

Source: NEGOCIOAZ 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 
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3.3. Defining and implementing a business strategy 

3.3.2. Product, price, placement, promotion 

You have to identify the promotion actions, decide 
on the timing of implementation (what action, 

what media, for how long…) and above all, it is 
essential to BUDGET the promotion policy. 
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The product must be well finished, differentiated 
from its competitors, sold at a competitive price, 
easily purchasable y reach potential customers, 

making their existence known. 

PRODUCT PRICE 

PLACEMENT PROMOTION 
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• Marketing actions whose aim is to inform potential customers of the 
relevant market about the new product/service. 

• Costs of this campaign must be considered and specific investment 
 included in the capital budget of the investment project. 

•  It is necessary to design commercial goals, to budget the cost and 
finally, to select media based on effectiveness, speed and budget. 

• It must not jeopardize the viability of the company and it must achieve 
flexibility and efficiency to obtain a rapid expansion of sales. 

3.4. Launch campaign of the new company 
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Most used systems: 
•  Direct marketing:   

- Telemarketing: more personal contact with customers: information, advice, 
arrangement of interviews… 

- Mail or fax: sending information to a selected group of customers, informing about the 
company and its products. 

•  Sales team (may be temporary) to visit customers and potential distributors. 

•  Dealers that serve less important areas or places that don’t have their own 
sales team.  

•  Special visits by the commercial manager to major customers who require 
special treatment. 

•  Trade shows and exhibitions.  

•  Promotions. 

•  Advertising through conventional systems. 

3.4. Launch campaign of the new company 
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Launch campaign 
«Cruzcampo Gran Reserva» 

Cruzcampo Gran Reserva was released in 2009 
exclusively for haute cuisine restaurants. 

BTL (below the line) plan to unveil the product to 
beer lovers: premiere product tastings at home by 
food critics and sommeliers; tasting events in the 
best gourment restaurants in Spain and participa-
tion in food/gourmet events. 

3.4. Launch campaign of the new company 
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• Most important data. 

• Company sales depend on estimated demand and therefore so does the 
INCOME to cover costs and obtain benefit to maximize investment. 

• Demand estimation is a forecast upon which project planning is based. 
-  Planning: sum of forecasts, identification of goals and economic calculation: 
· Forecast is a rational operation based on the current situation, the past and the likely 
evolution of external factors to determine the possible evolution of a variable:  
a) Quantitative data: sector production, investments in the sector, sales of the company products, etc. 
b) Qualitative data: evolution of consumer tastes, new consumer needs, etc.  

•  Before starting any business project, it is necessary to forecast the 
potential demand of the target market. 

3.5. Demand estimation 
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There are three different techniques that can be applied. Depending 
on the knowledge that you have about the market, you will apply one 
technique or another: 

If you have previous experience in the market  Objective 
demand estimation. 

If the business is similar to one that is already running  
Demand interval is between -20% and +20% of estimated 
demand (that of the other business). 

If you have little information  Chain-ratio method. Demand 
interval is between -40% and +40% of estimated demand. 

3.5. Demand estimation 
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•  Total income in the RM = Population of the RM * Pc income. 
•  Turnover = Disaggregate consumption based on data from INE [Spanish Statistics Institute] or 

magazines to obtain average expenditure on the product.  
•  Magnitude of business = Divide turnover by the number of competitors to see what the 

average demand is for each one. 
•  Correct value depending on the size (E.g.: measured by the number of workers or the surface).  
•  Estimated demand = Final data. 
•  Demand range = Add and subtract 40%. 

Estimated demand =  
Population of the relevant market * Per capita income * % of income spent in 
the sector * % of income spent on our segment * % of income spent on our 

product * (1 / number of competitors) * Relative company size compared to the 
industry average. 

Chain-ratio method: Demand of a consumer good 

3.5. Demand estimation 
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Information obtained by the entrepreneur: 
•  Population of the relevant market. 

•  Wealth of the target population. 

•  Consumption of the activity. 

•  Number of competitors. 

•  Direct and personal knowledge of competitors in the relevant market. 

3.5. Demand estimation 
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Estimated demand =  
Population of the relevant market * Per capita income * % of income spent          
on services * % of income spent on our segment * % of income spent on          

our service * (1 / number of competitors) * Relative company size compared       
to the industry average. 

Estimated demand =  
Expenditure on industrial goods by companies in the area of action * %               

of expenditure on our industry * % of expenditure on our product or similar *   
(1 / number of competitors). 

3.5. Demand estimation 

Chain-ratio method: Demand for services 

Chain-ratio method: Demand for industrial goods 
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FACTORS DATA 

Population 

Per capita income 

% income spent on food, beverages 
and tobacco sector 

% income spent on food 

% income spent on dairy products 
and yogurt 

% income spent on yogurt 

% income spent on nonfat yogurt 

TOTAL SPENT 

The more 
specific, the 
more difficult 
to obtain. 

Demand estimation. Case 1 

Estimating demand for nonfat yogurt in Cantabria 



Setting Up Businesses 
Topic 3. Commercial viability 

Ladislao Luna Sotorrío, Elisa Baraibar Diez, Ignacio Llorente García and María Dolores Odriozola Zamanillo 

FACTORS DATA 

Population in Cantabria 593,861 inhabitants (2012) 

Total and average real expenditure 
per household. 

285,172,256.11 thousand euros 
(2005) 

Group 1. Food and non-alcoholic 
beverages.  

59,663,483.68 thousand euros 
(2007P) – 20.92% 

Padrón. Población por 
municipios (INE). 

Encuesta continua de 
presupuestos familiares. 
Base 1997. Resultados 

anuales 2005. 

Demand estimation. Case 1 

Estimating demand for nonfat yogurt in Cantabria 
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Demand estimation. Case 1 



Setting Up Businesses 
Topic 3. Commercial viability 

Ladislao Luna Sotorrío, Elisa Baraibar Diez, Ignacio Llorente García and María Dolores Odriozola Zamanillo 

Demand estimation. Case 1 

Estimating demand for nonfat yogurt in Cantabria 
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Demand estimation. Case 1 

Estimating demand for nonfat yogurt in Cantabria 



Setting Up Businesses 
Topic 3. Commercial viability 

Ladislao Luna Sotorrío, Elisa Baraibar Diez, Ignacio Llorente García and María Dolores Odriozola Zamanillo 

Estimating demand for nonfat yogurt 

Source: http://www.ruralcat.net/c/document_library/get_file?uuid=8e454ed4-a878-4210-adb7-0a2e1ea5a574&groupId=10136 

http://www.ruralcat.net/c/document_library/get_file?uuid=8e454ed4-a878-4210-adb7-0a2e1ea5a574&groupId=10136
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ECONOMIC VIABILITY TEST YES NO 
C1:  I have defined the target market or reference market 10 0 

C2:  I have defined the target consumer profile 10 0 

C3:  I know the socioeconomic characteristics of the target audience 10 0 

C4:  I know the purchasing habits of the target audience 10 0 

C5:  I have the possibility of knowing the percentage of income spent on products similar to mine 10 0 

C6:  I know the number of competitors in the market 1 0 

C7:  I have clearly defined the business strategy 1 0 

C8:  Is there scope for expansion in the market? 1 0 

C9:  I have defined the characteristics of the transaction (price, payment terms…) 1 0 

C10: I have defined the launch campaign 1 0 

C11: Do I know where my product/service is in the product lifecycle (growth, maturity, decline)? 1 0 

C12: Is there any possibility of including additional lines or ranges of products? 1 0 

C13: I have defined the placement strategy (intensive, selective, exclusive) 1 0 

C14: Is there any possibility of agreements with other companies in the distribution channel? 1 0 

C15: I have determined the communication policy: advertising, public relations, sales promotion, sponsorship… 1 0 

RESULT IDEA VIABILITY 
0-50% Undeveloped idea More development 

50-80% Idea with prospects Some aspects should be concretized 
80-100% Well-defined idea It could be viable (commercial viability) 

3.6. Commercial viability test 
What to do: 
• Answer the questions (Yes/No). 
• Calculate the equation. 
• Understand the result (identify improvements). 
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• Commercial viability attempts to assess whether or not there is 
sufficient market demand for the transaction that you intend to 
offer 

• Conclusions: 
- Choice of the relevant market 
- Defining commercial strategy, fixing commercial goals. 
- Commercial plan: product, price, placement, promotion. 
- Description and budgeting of launch campaign. 
- Demand estimation. 

3.7. Conclusion of commercial viability 
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Customer 

Demand estimation 

Placement 

Promotion Price 

Keywords 

«It is not the employer who pays the wages. Employers only 
handle the money. It is the customer who pays the wages». 

Henry Ford 

Relevant market 

Product 
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Tasks (Topic 3) 

Identify the industry that your new 
company belongs to and then try to find 
secondary data that are useful for 
developing your marketing plan. 

Find five examples of advertising (TV, 
newspapers, Internet, magazines…). 
Explain how it fits into the overall 
marketing mix and what consumer group 
advertising is for. 
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Project guiding notes – Basic outline 

1. General description of the idea. How did I come up 
with the idea (opportunity, failure, inefficiency). 

2. Economic viability. 

3. Commercial viability. 
A. Description of the relevant market. 
B. Determination of commercial strategy: 

1.  Goals. 
2.  Marketing mix: product, price, placement, promotion. 

C. Demand estimation. 
D. Is it commercially viable? Identify improvements. 

«I hear and I forget, I see and I remember, I do and I understand». 
Confucius 
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Case studies (Topic 3) 

Topic 3 – Commercial viability. 
Case Study 1 (PDF). 

Topic 3 – Adidas.  
Case Study 2 (PDF). 

https://ocw.unican.es/pluginfile.php/491/course/section/504/case_study_3-1.pdf
https://ocw.unican.es/pluginfile.php/491/course/section/504/case_study_3-2.pdf



