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I. Executive summary
Dr. Tim’s is a small premium pet food company based out of Marquette County. They mainly serve a small niche of mushers. Their products are distributed worldwide, but are most popular in Alaska and Northern Ontario. They are considering strategies for future growth that allows them to overcome the extremely small size of their primary segment. 
	Three alternatives were highlighted for them: a penetration strategy of increasing sales by focusing on mushers; a product development strategy of growing sales by developing new products to sell to mushers; as well as a market development strategy of increasing sales through expanding to new markets.
	This report suggests that Dr. Tim’s adopts a strategy of market development in order to provide room for long term sustainable growth. The implementation of this strategy has three main phases. In phase 1, they adopt Google analytics to target the website and focus retail growth on key municipalities using distributors. In phase 2, they develop their ability to sell directly to retailers and expand to more Canadian municipalities. In phase 3, they begin to develop their international markets especially the US.
II. Problem statement
Dr. Tim’s must to choose a strategy to continue growth, despite its limited resources and geographical isolation.


III. Situational analysis (see appendix 1)
Strengths:
Credibility: Dr. Tim’s combination of personal credibility and endorsements from the musher community give products credibility as a high quality choice. 
Product: Dr. Tim’s provides a much higher quality product than many of its competitors. It is important to provide a high quality product to justify in the minds of consumers the additional price.
Location: Dr. Tim’s location gives them access to their core market of mushers. Events like the UC 200 give opportunities to market to mushers from all over the world.
Distribution: Dr. Tim’s has a strong distribution network to its main market of musher’s. For many of their large clients they are able to ship directly, forgoing the cost of a distributor. Their website also allows them to sell directly to clients from all over the world despite their geographically isolated location.
Weaknesses: 
Location: Dr. Tim’s isolated geographic location makes expansion difficult. This coupled with limited financial resources means that they cannot send salespeople to large markets and instead need to rely on expensive distributors.
Resources: As a relatively small player in the kibble market, Dr. Tim’s is limited in its options for expansion. They cannot afford to send salespeople to larger markets to attempt to drum up business. Dr. Tim managing a veterinary clinic makes it impossible for him to commit much time to his business and limits their opportunities for growth.
Market positioning: Although Dr. Tim’s position as an exclusive high quality brand has allowed them to have rapid growth in underserved segments, it will make it more difficult for them to expand to retail consumers. Had they been positioned as a value brand they could have chosen a distributor like Wal-Mart without eroding their brand-identity.
Management: Lack of formal training in Dr. Tim’s management team could lead to more mistakes and bad decisions being made.
Opportunities:
Shift towards premium foods: Since the 2007 pet food recalls in the United States there has been a large push towards premium pet foods[footnoteRef:1]. This will benefit Premium producers like Dr. Tim’s [1:  "The United States - A Growing Pet Food Market." Agri-Food Trade Service. ] 

Technology: High tech tools like Google analytics are important tools for web based companies like Dr. Tim’s. Using these tools should allow Dr. Tim to better target his advertising as well as make his company more visible using search optimization tools.
Threats: 
Demographics: An aging population of pet owners could lead to a drop in sales as baby boomers age and stop caring for pets.  [footnoteRef:2] [2:  "Annual Demographic Estimates: Canada, Provinces and Territories: Section 2: Population by age and sex." Statistics Canada: Canada's national statistical agency. ] 

New entrants: Dr. Tim’s rapid success in the dog sleighing market is due in part to a lack of competition. New entrants to the high end dry food market could not only make future growth more difficult, but also jeopardize their current market share.
Economy: Because Dr. Tim’s is a high end product with many cheaper alternatives, economic uncertainty could lead people to choose cheaper brands[footnoteRef:3]. Loss of employment could also lead to people not making long term commitments like owning dogs or cats, reducing the market for kibble. [3:  "2009 Shopping Habits Report." how the recession has impacted consumer shopping habits] 

IV. Segmentation analysis (see appendix 2)
Primary market segment: Mushers 
Mushers were chosen as the primary market segment because of Dr. Tim’s strong presence within the community and their large per capita spending on kibble. Although mushers are a very small segment of 20,000 worldwide[footnoteRef:4], they’re average spending on sled dog activities is 3,058$ each per year[footnoteRef:5]. They are also a very easy market for Dr. Tim’s to access, as one of the largest races of the year, the UP 200, is held in Marquette. He also has relatively strong recognition within this group due to his personal name recognition as well endorsements from mushers. This is a rapidly growing segment, with the number of competitions doubling between 1995 and 2000[footnoteRef:6]. Most dogsledders are between 40 and 60, are married, college educated and have a middle class income[footnoteRef:7]. [4:  "Demographics 2003." International Sled Dog Racing Association. ]  [5:  ibid]  [6:  "Demographics 2003." International Sled Dog Racing Association. ]  [7:  ibid] 

Secondary segment: Households with 100k+ income
It is important for Dr. Tim’s to understand the limitations inherent in focusing on an extremely small market, such as mushers. The reason their secondary market should be households with an income of 100k+ is they can afford to buy a premium product, are more likely to live in a house that can accommodate a large dog[footnoteRef:8] and are a large enough market to allow for long term growth. Focus on high income households will allow Dr. Tim’s to grow their customer base, without eroding their position as a premium product. These households are also concentrated in distinct geographical areas, 20% are in Toronto[footnoteRef:9], they make up 30% of heavy kibble consumers[footnoteRef:10] and under a third lives in communities with fewer than 100,000 people[footnoteRef:11]. [8:  "01 PMB 2012 Fall - 2 YR DATABASE." PMB Print Measurement Bureau]  [9:  ibid]  [10:  ibid]  [11:  ibid] 


V. Strategic alternatives
1. Penetration strategy
A penetration strategy has the advantage of being relatively cheap and easy to execute, it doesn’t risk damaging his brand and allows Dr. Tim’s to focus on its core market of mushers. Unfortunately the market of mushers is incredibly small, and provides limited opportunity for growth. 
	For Dr. Tim’s this may seem like the default course of action. As his market share growth in this segment has been, and continues to be organic. This strategy is also remarkably safe as it is unlikely that another brand could come and replace not only his high quality product but also his personal reputation and expertise. 
	Continuing to focus on this demographic also protects his brand image, as selling almost exclusively to mushers certainly makes it seem exclusive and high quality. He also will not face pressure to provide a cheaper, lower quality alternative to his food in order to cater to more price sensitive consumers.
	In order to increase sales further he could use tools like Google analytics in order to determine what most interests his consumers and to target any advertising he chooses to do. Over the long run this strategy is unsustainable for growth. A worldwide market of 20,000, even one that buys so much kibble, is too small to sustain anything but a small business.
	This segment is also price sensitive. The average income of a musher is 35,000$[footnoteRef:12] meaning that they could easily be tempted by lower prices offered by a competitor, especially if they thought the quality was comparable. Although at the moment it seems unlikely that someone will offer a comparable quality food, it is still a risky segment to sell luxury products too. [12:  "Demographics 2003." International Sled Dog Racing Association. ] 


2. Product Development Strategy
	Expanding doctor Tim’s product line in order to increase sales is another option for growth. Developing new products could create growth in both their primary and secondary segment. But, expanding their product line risks: diluting their brand image and damaging their reputation. If they choose to adopt this strategy they ought to expand their product line horizontally rather than vertically, because although producing something like premium fish food or dog treats could call their quality into question, it isn’t nearly as much as producing a sub-par kibble to sell at a lower price. 
	This strategy is unlikely to be successful with their primary market as pet owners that own dogs are less likely to own other pets[footnoteRef:13]. It also isn’t clear they would value a product like dog treats very much, as in working dogs; food is intended as fuel to power performance rather than just something for the animals’ quality of life. [13:  "Marketing Facts About Pets and Pet Owners." Great Pet Health. ] 

	This strategy could be more popular with their secondary segment. For the pet owners that own multiple pets they could choose to buy all their pet products in one place. They could also see value in pet treats that have the Dr. Tim’s brand attached to them.
	The risk of diluting Dr. Tim’s brand image with this strategy is incredibly high. Dr. Tim’s is seen as manufacturing dog-centric products and put quality over everything. Putting out a sub-par product of any description could lead to that image being diluted. The potential gains of this strategy are also very limited. Without a strong emphasis in market development to go along with product development they will still be limited by the small size of their primary segment.
3. Market development
	The small size of Dr. Tim’s primary market will greatly limit the size and speed of growth. Expanding Dr. Tim’s client base is necessary for long term sustainability. Unfortunately this strategy is also one of the most expensive and risky.
	Dr. Tim’s exists right now as a niche product that is able to attract a small number of dedicated clients that are willing to pay a premium for high quality products. The niche has been a great place for Dr. Tim’s to grow but it does place constraints on the size to which Dr. Tim’s could eventually grow to.
	The credibility that Dr. Tim’s has gained by serving this small but very discerning niche is a powerful tool to leverage in other market segments. The increasing trend towards premium and super-premium pet foods since the recall in 2007 mean that now is an opportune time to expand. Dr. Tim’s time working this niche, as well as very favourable product reviews gives their product credibility as a premium product.
	It would be irresponsible for Dr. Tim’s to underestimate the cost and risk associated with developing new markets. Although they have experience expanding their sale to international buyers they have been for the most part within the mushing community. The challenges of gaining market share in a segment where he has little name recognition and experience are immense. 
	The cost of developing new markets is also extensive; Dr. Tim’s isolated geographic location makes selling the product to stores more difficult and expensive. Products like Google analytics can help them to target their secondary segment more effectively, but it is unlikely to be enough on its own. Sending sales people to large urban centers is also an option, albeit an expensive one. Their best option is likely partnering with high quality distributors like Specialty Supply Inc. who can potentially provide them with the best value for money. 
	They also risk diluting their brand by developing new markets. If they are seen to lower their quality or move away from producing food for working dogs, they could alienate their traditional market. This effect can be mitigated if they choose their distributors carefully and make sure to market it as an exclusive high quality food while leveraging their history as a manufacturer of sleigh dog food, they can hopefully get the best of both worlds.
VI. Recommendation (See Appendix 3)
	It is recommended that Dr. Tim’s pursues Alternative 3: market development. Developing new markets is the only way for Dr. Tim’s to provide long term growth, as their primary segment is so small. Developing and focusing on their secondary segment will allow them to expand their client base without alienating their current clients.  
	Alternative three is a better option than Alternative one because of the tiny size of the market they currently serve. Focusing on market penetration may be an effective strategy over the short run, but it has severe limitations over the long run. Alternative one provides the fastest and cheapest short term growth but that growth is necessarily short lived because of the limitations of serving such a small niche.
	Although alternative two has some more room to grow than alternative one, it is still not a profitable option over the long run without also focusing on market development. This alternative is also hurt by the fact that dog owners are unlikely to own other pets, meaning horizontal product development could have limited success. Vertical product line expansion could severely damage the consumers perception of Dr. Tim’s as a quality brand.
	Alternative three is the best option because it allows for continued organic growth from their primary segment, protects their brand name and allows for long term growth.
VII. Implementation
Short term (within 1 year): Because of Dr. Tim’s small size and limited resources it is important that all their marketing efforts be focused, simple and effective. 
	A first step would be using a tool like Google analytics to determine more precisely who in their secondary segment buys their product. It is also important to decide early on whether they should focus on developing a retailer and distributor network, or instead rely on web based sales. The advantage of the web is its low cost, but clients are unlikely to stumble upon their products. In order to attract these clients they could either used web based advertising or rely on social media advertising. 
	If they choose to develop a retailer and distributor network, they should do everything previously mentioned but also decide on key municipal markets. Places like Toronto that has a large population that falls within their target segment. They should attempt to find high quality distributors that focus on these markets and can be relied upon to preserve Dr. Tim’s image of an exclusive, high quality brand. 
Medium term (3-5 years): Over the medium term it is important for Dr. Tim’s to review its success (or otherwise) with expanding to its secondary segment and modify its strategy accordingly. It is also important that they continue to look for new markets to continue growth.
	Over the medium term Dr. Tim’s should continue to invest in expansion to new markets, hire sales people and expand to the US. Continued expansion into new markets is the best way to ensure steady reliable growth. As Dr. Tim’s grows they should work to address some of their weaknesses such as limited staff and isolated geographic location. Hiring salespeople who are willing to travel or a variety of sales people located in different geographic areas would allow for direct sales to retailers, both giving Dr. Tim’s more control over their brand image and allowing them to offer better prices to retailers.
Part IIX: Conclusion
The major challenge facing Dr. Tim’s was continuing growth despite serving a very small niche. The recommendation was to leverage the expertise and credibility they gained serving this niche to expand their customer base. This alternative best served the companies objectives and the implementation took into account their severe size limitations.
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Appendix 1: Situational analysis
	Strengths:
Credibility: Use and endorsement by mushers as well as Dr. Tim’s personal reputation give the product credibility.
Product: high quality product. 
Location: Located in region with many mushers looking for high quality dry kibble.
Distribution: Highly effective distribution network, including website and international distribution.
	Weaknesses:
Location: Isolated location makes it difficult to expand.
Resources: Limited staff and money, limit opportunities.
Market positioning: position as a high quality exclusive brand makes distribution through traditional mass-marketers inadvisable.
Management: Lack of professional managers could lead to poor business decisions.

	Opportunities:
Shift towards premium food: The shift towards premium food could benefit Dr. Tim’s.
Technology: Web optimization tools, like Google analytics, could allow for more targeted advertising.
	Threats:
Demographics: Baby boomers aging could reduce his customer base, as his market is generally older.
New entrants: Dr. Tim’s success could attract larger competitors to enter their main market.
Economy: Economic uncertainty could lead people to forgo luxury products.




Appendix 2: Segmentation grid
	Market Segment
	household income
	Size
	Location

	Mushers
	15000-35000[footnoteRef:14] [14:  "Demographics 2003." International Sled Dog Racing Association. ] 

	Approx 20,000 worldwide. 6000 in north america
	Northern Ontario and Alaska mostly

	Households 100k+
	100k+
	29.4 % Canadians
	Mostly large urban centers


Appendix 3: Decision criteria grid
	Strategic alternative
	Financial implications
	Time to full implementation
	Solves issue
	Potential Profits

	1: Penetration strategy
	Cheap, only need to use free tools to better target website. Maybe some advertising at races
	Can be implemented in weeks
	No
	Very low, still limited to very small market of mushers

	2: Product development strategy
	Expensive, need to develop, test and market new product
	1-3 years
	No
	Low, still limited to very small market of mushers

	3: Market development strategy
	Expensive, need to expand distribution network to retail stores in major cities.
	1-3 years
	Yes
	High, could gain small segment of retail market.







Appendix 4: Perceptual map
[image: C:\Users\Trevor Jones\Downloads\Untitled drawing.jpg]
	
	Cost
	Perceived quality

	Dr. Tim’s (red)
	30lbs/47.95$
	Very high

	Iams (blue)
	33lbs/39.79$
	Moderate

	Kirkland signature (orange)
	40lbs/34.67$
	Low
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