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Executive Summary
Dragon Tail’s mission statement of “Every problem deserves an innovative solution” clearly is appropriate to this product. The Dragon Tail 5 Gallon Cooler Riser is a unique solution to a design deficiency of the 5 gallon water coolers. Very simply the riser solves three major problems with existing cooler designs. First, it moves the spigot away from the table surface so that a cup can be put under the spigot. Second, it allows the cooler to be moved back from the edge of the table to minimize the danger of the cooler tipping over and falling on the operator. Lastly has a drip tray to capture beverage drips / overflow from the spigot which can end up on the table surface or floor causing a slip and fall situation for users. 
Looking at the current market situation research has found no direct competitor or substitute to the Dragon Tail 5 gallon cooler table top riser in the current market.  Research has found there are a number of free standing holders for coolers mainly intended for sport venues.  Research also identified many surface mounted brackets for mounting the coolers on walls or vehicles. These brackets are clearly intended for industrial applications. Research has uncovered no table top stands such as the Dragon Tail’s riser in the market that would satisfy recreational users. Due to this research we can conclude that initially the product would have a market to itself in this product niche.   
Research into 5 gallon beverage containers finds that there are three general classes of users. Industrial users are businesses that have a mobile workforce that operate at worksites without beverage facilities. Institutional users would be sports complexes and catering services that have need to provide beverage to large functions but can justify the investment in a freestanding holder. The target market identified is recreational users. These users have similar needs to an institutional market but much more price conscious about the cost of providing service.    

The possible threats to the niche is that as the Dragon Tail product becomes available and the market develops, the manufacturers of the coolers could easily design and bring to market competitive products. The opportunity being exploited with this product is that these manufacturers have not yet either realized the opportunity or have ignored the possibility up to this point. As a first to market, Dragon Tail’s riser will minimize this risk by quickly filling the market with product and keeping the cost affordable to the target market. 
The goal of keeping the product affordable to the recreational user has made the retail price point in the $26 to $35 range. Sporting goods merchants typically expect a gross margin of 39.8% which will leave the company with a wholesale price of $16 per unit. With a manufacturing variable cost of $7.639 and fixed costs of $8,400 per month break even is only 1005 units per month.  
Since this is an “add on” product to the coolers themselves the marketing campaign is necessarily going to depend on product association. The primary marketing tool therefore will be by product placement next to the coolers themselves and graphic labeling detailing the advantages of the riser. In order for this to be successful, product placement at the retail location is of the utmost concern to Dragon Tail. Other associations will be by search engine ad placements, website product information and short-term magazine ad placements. 

Again as the target end user is a budget conscious consumer the marketing plan calls for a minimal budget. Using the label and product placement as the primary marketing tools should not cost significantly into the future. Initially magazine advertisements to raise awareness of the product will cost approximately $20,000 per month. Web ads will cost an estimated $150 to $200 per month depending on traffic and should be maintained ongoing.
Research revealed no numbers are available to determine the size of the beverage cooler market. Research though reveals that home improvement stores, one of the major retail outlets for coolers, had over 5564 stores in 2007 for just the top ten chains. This does not take into account any of the other retail or wholesale outlets. A logical assumption of one sale per store would give this segment 5,500 units per year.   
Product Description / Situation Analysis
Dragon Tail, Inc. has designed a table top riser / stand that can hold a variety of standard 5 gallon beverage containers manufactured by Coleman, Igloo, Gatorade or Rubbermaid five inches above the table surface.  The design is intended alleviate the design flaw in each of these manufacturer’s beverage container / coolers where they all have the dispenser spigot one inch or less above the table surface.  The design of the coolers requires that the beverage container either have a stand to hold it up to dispense liquid or for it to be placed over the edge of a table surface to operate the spigot to fill a cup. The placement of a container weighing 40 lbs when filled on the edge of a table is a risk to the operator / user due to the possibility of the container tipping and falling.  

The Dragon Tail, Inc. riser design enhances the cooler manufacturer’s design by holding the container and spigot five inches above the table surface. This height above the table will allow a standard 8 oz. disposable beverage cup to be easily placed under the container spigot and the spigot to be operated to fill the cup. With this design enhancement the beverage container can be moved back from the edge of the table protecting the user from injury due to tipping and falling beverage containers. An additional design enhancement is the placement of a removable drip tray under the spigot to collect beverage overflow and drips to minimize the potential liability of wet floors and tables. 

The Dragon Tail riser will be made in two pieces; the riser itself and the removable drip tray. The riser is made from injection molded ABS plastic to be light weight, easy to clean and unbreakable. The riser will be made in a variety of colors to match the beverage container colors.  The riser will have a molded cavity to securely hold various sizes of beverage containers to prevent the container from tipping out of the riser. This cavity will also prevent the beverage container and the riser from separating which might allow the container to fall or spill. 
The riser will have a base that is 20% larger than the base of the beverage container allowing for greater stability of the container when in use. The base will have intergraded non-slip feet to prevent the riser and container from sliding or moving on the table surface again preventing spillage.

SWOT Analysis
Strengths

· Good analytical ability

· Good market analysis
Weaknesses

· No experience in manufacturing plastic products

· No capital available

· Lack of patent protection 

· No brand name recognition
· No reputation among customers 

· Lack of access to the natural resources 

· Lack of access to key distribution channels

· High capital investment requirement 

Opportunities

· No competing product in the table top beverage container holder / an unfulfilled customer need 

· Sales of containers is across a wide demographic of business and personal users

· Large installed base of existing beverage containers in market

· Multiple available sales channels

· Further refinement of design might allow installation of leg holes to compete against freestanding models
Threats

· Existing producers of beverage containers could bring products to market quickly / emergence of substitute products 

· Market conditions could deteriorate for the container market
· Market for product might not develop as expected
Target Market
The beverage container market is clearly broken down into three main segments; the institutional, industrial and recreational marketplaces.  

The Institutional market: 
This would include gyms, schools, golf courses and other athletic facilities where a typical beverage container is installed in a semi-stationary position for long periods of time. This market today is served and satisfied by the variety of available freestanding container stands on the market today. The cost of these stands range from four to six times the cost of the initial container purchase which makes it clear that these stands are clearly intended for high-use areas. Businesses that need beverages in areas not already served by permanent facilities will find the cost easier to justify than installation of a water fountain.      

The Industrial market: 

Manufacturing, construction and service organizations can be defined as consumers having workforces that move from place to place where there might not be functioning facilities. These users have to bring with them all the tools necessary to do their job including beverages. Therefore, cost is only a minor factor in providing facilities. Beverage containers and associated equipment are a requirement of the job and, therefore, do not need to be justified, only contained. Because they move from place to place the freestanding holder would be a usable solution; however, it would create an added expense of having to use laborers to move it every time they set up a location and remove it when they leave. The marketplace has developed another solution for these consumers; container holders or brackets intended to be attached to another piece of equipment or facility. Here the beverage container can be easily moved along with the personnel from site to site by being attached to their equipment without having to set it up or take it down. 

Recreational/personal market: 
Is defined as individuals or institutions where the need to bring beverages to various locations is high, but the availability of funds to satisfy the need is low. Again the freestanding container holder is a possibility however since the holder is four or more times the cost of the container this might preclude it from consideration by these users. The cooler bracket is not really applicable to these consumers either because these types of users might not own the facilities or do not have the movable equipment to attach a bracket to.  Here is a market segment that is clearly in need of a solution. Also here is the largest market segment of the beverage container market and the target of the Dragon Tail beverage container riser. These consumers purchase the coolers from a variety of retail establishments including hardware, sporting goods and grocery stores where price competition is high. 
Market Size

Despite the best research efforts information on the size of the cooler market is not readily available. Manufacturers regard this information as proprietary information and do not publish it. Inferences can be made though based on just one of the type of stores that they typically distribute through.  
Ranking the Top 10 Home Improvement Chains 

	   
	2006 Sales

(in billions)
	Stores at

End of 2006 
	Stores as of

Fall 2007

	
	
	
	

	Home Depot, Atlanta
	90.8 
	2,074
	2,207

	Lowe's Cos., Mouresville, NC
	46.9 
	1,385
	1,425

	Menard Inc., Eau Claire, WI
	7.8 
	209
	215

	Pro-Build Holdings, Denver
	6.0 
	506
	520

	Stock Building Supply, Raleigh, NC
	5.3 
	320
	321

	84 Lumber, Eighty Four, PA
	3.9 
	475
	475

	Builders FirstSource, Dallas
	2.2 
	68
	68

	Sears Hardware, Hoffman Estates, IL
	1.6 
	204
	205

	BMHC, San Francisco
	1.5 
	60
	60

	Sutherland Lumber, Kansas City, MO
	1.1 
	70
	68

	

	
	Total Stores
	5,564


(Goliath Business, 2007)


As home improvement stores are one of the major distribution centers for beverage coolers to the general public, the assumption of ten units per store would put the market at 55,000 units.  Assuming the Dragon Tail riser only captures 10% of this market, the number of unit sales would be 5,500 units just through home improvement stores.


Further research on the other types of stores that might carry beverage coolers was not pursued as the numbers generated would only be pure conjecture. If these number hold up though, the growth of the home improvement center market is growing at 3.5% per year. So the assumptions outlined above would give a growth to the Dragon Tail market also at 3.5% per year.   

Competitors & Substitutes
Riser
The nearest competing product to the Dragon Tail riser is the Rand Materials Handling Equipment, Cooler Truck Bracket available for $50.90, Item no. C83943.  This product is placed clearly in the industrial category and not marketed to the recreational or general consumer market. Its description as a truck bracket would lead consumers to assume it is for permanent installation and, therefore, inappropriate for consumer table top use. The product is clearly not widely available or effectively marketed as evidenced by the single marketer and its market positioning. Also the bracket does not provide the necessary clearance to allow a cup under the spigot. This seems to be the only product identified to date that might be a direct competitor to the Dragon Tail beverage cooler riser. 

Stands

The most widely used or accepted product for beverage container holders is the freestanding cooler stand. This market has multiple designs and competitors, and they are clearly marketed to the gym or sports complex users. They are easily found and compared with various design requirements, solutions and costs on the internet. 

The top six available freestanding cooler stands are: 
Tidi-Cooler Stand Set by SSG / BSN

5 gallon, 5 gallon Lite, 10 gallon by EZ-Stand

Delux Cedar cooler stand

Royale cooler stand by Court Equipment

Gatorade cooler stand by Gatorade

Gym Water Cooler Cart by Olympic

These products are widely available as substitutions for the Dragon Tail riser design but all fall outside the general consumer or recreational target market because of the cost. The pricing of these products starts at around five times the original retail cost of the cooler and go up considerably from there. These stands are also heavy, large and awkward to move making portability an issue for the consumer or recreational market.  

Brackets

The next widely available beverage cooler holder is the wall mount or truck mount bracket. These brackets are intended for permanent installation on facilities or machinery. These brackets are widely available and generally used in the industrial market. They seem to be an almost ubiquitous item for construction service trucks and generally would not be thought of as a consumer or recreational item. The other issue is that the product is intended to be attached to something else thereby creating the separation between the spigot and the surface to allow beverage to be dispensed. Therefore, this is not an effective replacement or substitute for the riser design.  
Manufacturers include:
Cooler mounting bracket by Rubbermaid


Metal cooler rack by Igloo


Wire cooler rack by Igloo  

Intergraded Containers

Last to be considered has to be beverage containers that have a design where the spigot is placed with enough clearance above the surface to allow proper cup placement.  There were only two designs identified with this design. 

The manufacturers are: 

5 gallon container by Cambro Manufacturing

5 gallon XT container by Carlisle

These containers are available through the commercial market and targeted at the catering / restaurant market. The pricing of these containers start in the $90 range and go up from there depending on the outlet chosen. They are not generally available to the consumer / recreational market.   


Any of these competitors can easily enter this market segment to challenge the Dragon Tail design. The most likely challengers are the manufacturers of the beverage containers themselves; Rubbermaid, Gatorade, Coleman and Igloo. Each of these manufacturers has the expertise in design and manufacturing of plastic products. They have the equipment and the capacity to quickly ramp up production. They also have the capital to underwrite the design and development of competing products. They have the fully developed sales channels and brand recognition. Generally they have many of the resources that Dragon Tail lacks. On the other, hand have ignored or failed to see the flaw in their product and have left this niche open for exploitation by Dragon Tail, Inc.  

Pricing
Retail analysis

The initial pricing strategy is to ensure that the combination purchase price of the beverage container and the Dragon Tail riser totals less than the nearest competing products. The closest competing products are the Carlisle and Cambro beverage containers which are only available in wholesale or commercial catalogs. These products have a low unit cost starting at $90 retail and an average of $150. The retail price of the available 5 gallon beverage coolers is between $26 and $35. These coolers are readily available in this price range in multiple retail establishments.
The separation between these costs could give a high price delta of $115 to a low of $45 as the target retail price for the riser. Though this price might be acceptable in the commercial market it exceeds the cost of the beverage container by $10 or nearly 30% or more. Since the target market is the recreational or general consumer market having the price of the riser exceeding the price of the container might be viewed as profiteering by the consumer. Setting this cost too high would severely limit market penetration and limit sales. Setting a target retail price as slightly less than that of the beverage container or $26 to $35 per unit would maximize market penetration and sales. With this pricing scheme the consumer would get a total price of between $56 to $70 for the complete unit, cooler and riser.  As the target customer, the retail or recreational consumer, the price needs to be at the low end of the range as they are price-conscious shoppers.
With the target price set at $26 per unit retail and with an expected gross margin for a sporting good store of 39.8% in 2007 (US Census Bureau, 2007) we have a target manufacturing price of around $16 per unit.
Variable Costs (VC)
Raw Material expenses (per Unit)
	ABS flake (55-65/lb as of 4/4/08)
	1.30 

	Adhesive label
	.09

	Feet


  
	.10

	Box



	1.67

	Printed Labels
  
  
	.30

	Total
	3.46


Manufacturing expenses (per Unit)
	Machine usage
	1.30 

	Hourly Labor


  
	1.10

	Transport



	.31

	Utilities   
  
	.45

	Total
	3.16


Warranties
(per Unit)
	Est. Replacement 1/1000 
	19.50 

	Total
	.019


Sales commissions (per Unit)
	Direct Sales force
	1.00 


Total Variable Cost


 $7.639 per Unit
Fixed Costs (FC)
Staff Salaries (per Month)
	Salaried 
	2,500


Building Lease (per Month)
	Manufacturing Facility
	1,500

	Warehouse
	800


Debt service (per Month)
	Equipment Loans
	1,900

	Startup capital loan
	350


Insurance (per Month)
	Health Insurance
	1,000

	Fire 
	200


Marketing Costs

	Website Design update
	50

	Website hosting
	100


Total Fixed Costs
   

    $8,400 per month
Unit Contribution (UC)

At a wholesale price of $16 / unit and a variable cost of $7.639 we have a unit contribution of $8.361 per unit produced. 

Break Even (BE)
Based on a Variable Cost (VC) of $7.639/ unit and a Fixed Cost (FC) of $8,400 month Dragon Tail will have a Break Even (BE) point of 1,005 units per month. 
Total Cost (TC)

Using the calculated Fixed Costs (FC) and Variable Costs (VC) we find a total cost of production to break even at: 
	
	Fixed Costs (FC)
	$8,400.000

	
	Variable Costs (VC) @ 1,005 units per month
	$7,677.195

	    Total Cost (TC)
	$16,077.195


Wholesale Price Estimates

	1-19
	20-39
	40-59
	60+

	16.00
	15.75
	15.25
	14.75


Channels of Distribution
Dragon Tail is organized as a manufacturing company and as a manufacturing company will seek to distribute its products the same as the channels as the beverage container manufacturers. A Coleman, Inc. representative e-mail reiterated that “Our products are sold to retail stores such as Wal-Mart, K-Mart, Target, large hardware stores and some grocery stores.“ (Consumer Service, 2008) Since the Dragon Tail riser is an “add on” product to the beverage container manufacturer’s product, Dragon Tail’s distribution needs to follow and be available through those same channels. This channel product placement within the store is of the utmost concern. 
Dragon Tail’s product also will have some applicability to the industrial, institutional and the restaurant businesses.  This need can be catered to by offering the product in various industry specific supply retailers or wholesalers. Necessary care needs to be exercised in ensuring that the placement of the product within catalogs shadows the beverage containers product as closely as possible. Failure to associate the Dragon Tail product to the beverage container product in catalogs will limit sales.  
The product will also become available through the web primarily by the retailers’ websites as part of their distribution design. Dragon Tail will avoid directly selling either through their website or phone sales to avoid channel conflict with the wholesale operation.  Dragon Tail’s website will only offer detailed product information, customer support information and information on where to buy product. Limiting the direct sales also eliminates the cost of supporting those direct sales. 
Both the retail and the commercial channels will be offered the same wholesale price scheme.  With the wholesale price between $16.00 and $14.75 and a suggested retail of $35.00 or a gross margin of 55% will be available to the retailer. 
Communication
The marketing plan for Dragon Tail will promote the company’s mission statement, “Every problem deserves an innovative solution”. 

The primary vehicle for promotion will be the Dragon Tail web site. The site will convey information about the company itself and the innovative products they produce. The main purpose will be to get information to the public about the product, its uses and its benefits. It will have a page for customers or prospects to register for product updates thereby building contact information database for future marketing campaigns.  Finally, it will direct customers to channel partner’s e-commerce sites where the product can be easily purchased retail. Just to reiterate the company website will not be an e-commerce site. This is to keep the operating overhead of sales staff, shipping staff and channel conflict to a minimum.      
Additional online advertising will be through the internet on Google’s Ad Words, Microsoft’s Digital Advertising Solutions Yahoo’s Search Engine Marketing. By using keywords like cooler, 5 gallon, 5 gal, stand, rack, holder and table top searchers will find the company’s advertisement on the initial search results page. This advertisement will link directly to the company website where the appropriate information can be researched and follow links to the channel partners’ sites.  Also appropriate Meta Tags (search engine keywords) will be embedded in the website design. This again will increase the visibility of the company website via the internet search engines. 
Print advertising will be tested through Boys Life, Scouter, and Outdoor Life magazines. These advertisements will be a one-third to a one-half page four-color advertisements. These advertisements will show the Dragon Tail risers benefit through the use of graphics and contain contact information directing them to the company website. Boys Life magazine reaches 8.6 million boys and parents who have likely had experience with the various 5 gallon coolers and may realize the applicability of the Dragon Tail product to their use. 

Promotional Budget
Dragon Tail Enterprises is going to use only a three-prong promotional model. The first is to ensure that the correct placement of product within retail establishments to ensure that retail customers will become aware of the riser while browsing for the coolers. Large label graphics on three sides of the box will clearly demonstrate the use and advantage of the Dragon Tail product.

The second phase of promotion will be to establish keyword preferences at the major internet search engines. The preferences will bring the Dragon Tail advertisements to the top of the search results. These advertisements will direct internet searchers to the corporate informational website. This will be accomplished by entry of keyword Meta tags in the pages themselves and further enhanced by paid ad placement within the major search engines. 

Google AdWords
	Activation
	5.00

	Keyword/Phrase selections (37)
	Estimated $57.45

	Cost per click
	.01


Yahoo Search Engine Marketing
	Keyword/ Phrase selections (38)          
	    Max 55.00


Microsoft Digital Advertising Solutions 
	Signup (one time)
	5.00

	Keyword/Phrase selections (37)
	Budgeted monthly $50.00

	Cost per click
	.05


The third promotional vehicle will be short-term advertising in magazines that cater to the target audience. These ads are intended to drive the users to seek out more information which will be available either on the corporate website or on the product itself. As the product becomes available and users see it in use the benefits will drive them to seek the product out on their own, thereby making further advertising unnecessary.   

Boys Life Magazine (Circulation 8,690,000) 
	1/3 Page Island 4/C
	19,645


A 10% discount is available for running an ad for three or more months
Scouter Magazine (Circulation 3,100,000)

	1/2 Page 4/C 
	18,155


Outdoor Life Magazine (Circulation 925,000)

	1/3 Page 4/C 
	27,000
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