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Identification of the E-Pen
	
VuPoint Solutions Inc. is looking to launch a new product in their "Magic Wand" division, to compliment their existing product line, composed of portable scanners. The company specializes in high quality, portable, electronic office peripherals. The firm has over ten years of experience in commercial technology and sells through several channels in North America, including retailers Brookstone, Hammach Schlemer and Sharper Image. VuPoint Solutions Inc. will be introducing a product line extension, the E-Pen. Made to look like a standard working pen, this product will allow individuals to transfer hard copy information into an electronic software. The pen has a nanotechnology scanner at one end, which captures information the user selects. This information is then stored in the scanner's driver. On the other end, the pen is configured with a port, allowing the information stored in the scanner to be transferred to your computer via USB cable. The target market for this product will be innovators and the early adopters in the white collar market segment. These include professionals, students, and those interested in high-tech gadgets. Distribution is also a very big advantage, as VuPoint Solutions has an established distribution network. These factors will allow the product to be introduced to the market with little difficulty or delay. 





Macro-environmental Impact
Cultural 
	As the world progresses, individual values change.  As a result of these changes, consumers are impacted. Not only in what goods or services they purchase, but also their approach towards making these decision[footnoteRef:1]. In our current age, we desire innovative products that allow for "greater efficiency […] and an improved quality of life."[footnoteRef:2] Thus, products must satisfy these needs. How do they accomplish this task? Simply, by finding ways to make traditional products easier to use, more interesting and highly efficient. The E-Pen fuses the traditional and the innovative in one tool. It optically scans images, printed text, handwriting, or an object, and converts it to a digital image while also incorporating portability, mobility and efficiency through its USB mechanism and nanotechnology. [1: HubMagazine. 2011 " Eureka Moments." Accessed April 1,2014. http://hubmagazine.com/archives/the_hub/2011/jan_feb/the_hub40_marketingdrive.pdf]  [2: Huffington Post 2012. " Review: The New Digital Age: Reshaping the Future of People, Nations and Business." Accessed April 1, 2014. http://www.huffingtonpost.com/don-tapscott/review-the-new-digital-ag_b_3178215.html] 

Demographics
	The demographics of the scanner market is evolving at a rapid pace. The multifunctional peripheral segment of this industry is still considered a niche market, however, InfoTrends' recent multi-client study entitled Delivering Scanning Technologies to the Corporate Market found that over 60% of single-function scanner resellers believed that business users would agree with the statement, “Many business users believe that MFPs and/or digital copiers are equally as capable as single-function scanners for most scanning needs.” [footnoteRef:3]The market we have decided to target the top 12 most populated American cities and the top 3 most populated Canadian ones. We will expand on this strategy in the placement section of our marketing mix.  [3:  InfoTrends. 2005. " North American Digital Imaging Scanner Market Overview and Outlook." Accessed April 1, 2014. http://www.infotrends.com/public/Content/INFOSTATS/Articles/2006/08.22.2006.html] 

Natural
	Since  the late 20th century, concerns about the natural environment have caused firms to pay particular attention to environmental sustainability. Our product, responds to these concerns, as it is a vehicle for continued efforts towards a paperless society. The environmental benefits of replacing written communication by electronic communication via removable storage are plentiful. Most obvious, our product will contribute to less paper waste. Each Year, nearly 4 billion trees worldwide are cut for paper, representing about 35 percent of all harvested trees [footnoteRef:4]. Also, According to the U.S. Toxic Release Inventory report published by the U.S. Environmental Protection Agency (EPA), pulp and paper mills are one of the largest polluters amongst all industries worldwide.[footnoteRef:5] These production facilities emit highly toxic chemicals in the air and water, which contribute to the global climate change and the greenhouse effect.[footnoteRef:6] [4:  Ecology. 2011. " Paper Chase." Accessed April 1,2014 http://www.ecology.com/2011/09/10/paper-chase/]  [5:  Ecology. 2011. " Paper Chase." Accessed April 1,2014 http://www.ecology.com/2011/09/10/paper-chase/]  [6:  Ecology. 2011. " Paper Chase." Accessed April 1,2014 http://www.ecology.com/2011/09/10/paper-chase/] 

Economic
	In North America, the computer peripheral manufacturing industry earned revenues of 20.7 billion dollars in 2013.[footnoteRef:7] This equates to 2.1 billion in profits.[footnoteRef:8] This industry is comprised of printers, scanners and supplies, webcams and digital cameras, mice and keyboards, and computer monitors. Within this industry, printers and scanners comprise 25 % of total revenue within the industry.[footnoteRef:9]The industry is in the mature stage of its life cycle. This is exemplified by the industry value added (IVA), which measures the industry's contribution to the economy. According to IBISWorld, the industry is expected to increase at a 1.1% annualized rate for the next 10 years. [footnoteRef:10]This relatively slow increase is due in large part to large market saturation within the computer peripheral industry. As a result of this, portable scanners using new technology, specifically nano-technology allows for increasing product differentiation and higher growth. Our product, which incorporates these innovations will increase our sails. Scanners have had growth rate of over 50% for the third straight year[footnoteRef:11]. The multifunctional peripheral (MFP) solutions is a trend within the industry. According to InfoTrends,"the companies that develop the most innovative solutions at attractive price points will be the ones best positioned to excel in this market." This market segment was worth $31 million in 2009 and will increase at a 45.9% compound annual growth rate to reach a value of $233.7 million in 2015.[footnoteRef:12] [7:  Krabeepetcharat, Andrew.  2005. "Industry at a Glance" IbisWorldUs. Accessed April 1,2014                                  http://0-clients1.ibisworld.com.mercury.concordia.ca/reports/us/industry/ataglance.aspx?entid=741 ]  [8:  Krabeepetcharat, Andrew.  2005. "Industry at a Glance" IbisWorldUs. Accessed April 1,2014                                  http://0-clients1.ibisworld.com.mercury.concordia.ca/reports/us/industry/ataglance.aspx?entid=741]  [9:  Krabeepetcharat, Andrew.  2005. "Industry at a Glance" IbisWorldUs. Accessed April 1,2014                                  http://0-clients1.ibisworld.com.mercury.concordia.ca/reports/us/industry/ataglance.aspx?entid=741]  [10:  Krabeepetcharat, Andrew.  2005. "Industry at a Glance" IbisWorldUs. Accessed April 1,2014                                  http://0-clients1.ibisworld.com.mercury.concordia.ca/reports/us/industry/ataglance.aspx?entid=741]  [11:  InfoTrends. 2005. "North American Digital Imaging Scanner Market Overview and Outlook." Accessed April 1, 2014. http://www.infotrends.com/public/Content/INFOSTATS/Articles/2006/08.22.2006.html]  [12:  BCCResearch. 2010. " Nanotechnology: A Realistic Market Assessment." Accessed April 1, 2014 http://www.bccresearch.com/market-research/nanotechnology/nanotechnology-realistic-market-assessment-nan031d.html] 

Technological 
	The E-Pen uses advanced technology provide our consumers with higher efficiency and quality. The pen captures text which you can later transfer to your computer. According to the Bruce and Marge study, these pens work like a digital highlighter to capture lines in written texts at 400-dpi resolution[footnoteRef:13]. [13:  Brown, Bruce and Marge Brown. 2000. “Put A Scanner In your Pocket.” PC Magazine 19:4. Academic Search Premier.  ] 

















Secondary Data and Sales Potential
	In order to determine the potential market size of our product, our financial research will be based largely on information gathered from statistics, financial reports, and business articles. We have come to the realization that due to the nature of our product, information from our competitors will serve us only marginally, and thus the focus on our research will be based upon our own internal data.
	Upon deliberation, we have determined that our selling price to our retailers will be $170.00 (US$).  Our manufactured suggested retail price will be $399.99 (US$). We have calculated that cost per unit sold will be $68.00. As a result of this, the E-Pen has a 60% profit margin, a 150% mark-up and gross profit of per unit $102.00.
Profit Margin=[ (Retail Price-Cost Price) / Retail Price] x 100%
	         =[ (170.00-68.00) / 170.00] x100 %
	         = 60%
Mark-up        =[ (Retail Price-Cost Price) / Cost Price] x 100%
	         =[ (170.00-68.00) /68.00] x 100%
	         =150%
Profit Per Unit = Retail Price- Cost Price
	                        = 170.00-68.00
                                       = $102.00 per unit 
	The 150% mark-up on the product, will cover essential elements . The bulk of the mark-up will be used to pay off the research and development expenses spent offshore, in Taiwan. We estimate that the research and development will cost $750,000 . This will be used to develop the software, build the hardware and to beta-test and Q C the product.   
The Marketing and product launch budget will be $800,000. This will be used to hire and train new sales and customer service personnel, produce the promotion material, pay for the sample product used in the product launch and the cost of a booth at CES in 2015.
Therefore upfront cost to launch the E-Pen will be $1,550,000
We must now calculate the annual net revenue for our first year of operations. In order to do this, we use our total sales from 2012 as a starting point. In 2012, VuPoint Solutions earned $2.6 million in annual revenues. (http://companies.findthecompany.com/l/13302173/Vupoint-Solutions-Inc-in-City-Of-Industry-CA).
So as not to place any more stress on the company, the goal would be to double the top line sales 
of the company to $5.6 million. $2.6m/$170 = 15,295 units.  15,295 x $102 = $1,560,090. 
This would in the first 12 months after the launch produce a pre tax profit of  $10,090.00.
As will be discussed in the Marketing Mix we will only be selling through 144 retail outlets, 
therefore we look each retail outlet to sell 107 units of the E-Pen  in the first year (2 units per 
week).






	 











Segmenting and Targeting
Target markets 
	The general populations that the E-Pen is targeting are white collar professionals and their families. The age group in which the product will be directed to is 16-64. Although students are not our primary target market, they are potential users because the pen would be something that the parents of these students can purchase for them in order to aid their studies at university. According to the US census the population between 16-64 in 2010 was  203, 007, 521. Out of this number we have narrowed down the amount of white collar professionals in the US. White collar professionals have a desire for this product because of the efficiency, convenience, and speed that it offers. To analyse the probable market size we must first understand how many white collar workers there currently are in North America today. The United States alone accounts for 54, 834, 900 white collar professionals currently employed within their borders.[footnoteRef:14] Therefore our product is desirable to one quarter of the US population whom are between 16-64 because they account for all the white collar professions[footnoteRef:15]. Since the E-Pen is being positioned as a high end value product we are looking into sell to the upper-upper class and upper middle class in North America. As a confirmation, the top 20 percentile which equates to 40, 601, 504 Americans. Therefore our market size indicates a rich market of potential consumers . Keeping in mind that the product will be a market leader, in the first year we do not predict to have any competitors eroding our market potential. [14:  Kotler, Philip and al. Principles of Marketing. Toronto: Pearson. 2013. Print.]  [15:  Domhoff, William G. 2005. "Wealth, Income, and Power." Power In America. Print. ] 



Demographics
The reason why the Magic Wand division is targeting white collar professionals and students is because they are the majority audience that must deal with bundles of paperwork, therefore in order to make paperwork for this audience more effective they will have a desire for this product. The E-Pen is made for males and females starting from the age of 16, although they will not have the power to purchase this product themselves, these students can be seen as a strong market as they have the power to influence their parents buying habits during the Christmas and graduation seasons. However, the most common age group that will desire the magic wand would be 25-64. This is because 25 is the age at which graduates begin to enter the white collar offices and throughout the whole process any individual who works in an office that deals with paper work will want this product because of the efficiency it provides. 
Value Proposition
	The E-Pen is the futuristic version of a portable scanner. The size of the actual product is shaped as a pen and the back has a USB port so that you may insert the pen into a computer and pull up all the scanned information. The E-Pen has a user friendly interface because of the size and shape compared to the size and shape of portable scanners. The uniqueness of the pen increases its value proposition because normal portable scanners go for $60-90 in today’s market. Seeing that the magic wand is an improvement due to size, efficiency, the perceived value of this product will be greater than the standard portable scanner. The fact that the product is pen sized and plugs directly into a computer is what differentiates us from our competitors. 


Marketing Mix
Product
	The E-Pen will be a black or silver, anodized aluminum pen. The dimensions of the pen will be as follows: 7 inches  (17.75 cms) x 5/8inch(1.5cms). Each device weighs 2.5 ounces ( 71 grams), which makes it portable and light. The pen will have a USB cable in order to plug it into your personal computer or other peripherals (smart phones, printers). E-Pen will be PC or Mac compatible and allows files to be saved in JPEG or PDF format. Other features incorporated into the pen include built in batteries and LED indicators. The scanning eye, allows for the digitalizing of written texts. The LED indicators will be located at the top of the pen. These indicators will be used to keep track of the proper speed and positioning of the pen. In order to scan, the user will have to hold the multi-function button above the paper, and trace over the text they desire to scan. Once the user releases their finger from the button, the information scanned will be automatically stored into the short term storage memory of the pen. When a user would like to access the information stored, they must simply connect the pen to a USB jack. The ready to use information will be saved in bullet format into a JPEG OR PDF file. The pen can store about 40,000 characters and has a memory of 556K. After the pen has been idle for more than 120 seconds, a green LED light will begin to flash in order for the user to come to this realization. In order to shut the power off, the user must double click the multi-functional button. Included in the display box, will be the instruction manual, the USB cable, and a cleaning cloth. 
Price
	As part of the change in VuPoint Solutions perceived position in the market, the manufactured suggested price, will be $399.99. We will be using a skimming pricing strategy so as to maximize the positioning and perception of the product. Discounting will occur only after the next generations have been launched.
Placement
	In the first year, the E-Pen will be sold through two sales channels exclusively in the North American market. First, our website, www.vupointsolutions.com will sell the product at $399.99. Next, the pen will be sold in high-end boutiques and their related websites. We will place the E-Pen in the top 12 most populated American cities and the top 3 most populated Canadian ones. The strategy we have devised will be to place our product in one upscale boutique for every 250,000 thousand people within these 15 North American cities.
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The top 12 American cities with respect to populations are: 

· New York: 8,336,697 people
· =8,336,697 people/250,000
· =33 stores
· Los Angeles: 3,857,7993 people
· = 15 stores
· Chicago: 2,714,856 people
· = 10 stores
· Houston: 2,160,821 people
· =8 stores
· Philadelphia: 1,547,607 people
· =6 stores
· Phoenix:1,488,750 people
· =5 stores
· San Antonio: 1,382,951 people
· =5 stores
· San Diego: 1,338,348 people
· =5 stores
· Dallas: 1,241,162 people
· =4 stores
· San Jose: 982,765 people
· =3 stores
· Austin: 842,592 people
· =3 stores
· Jacksonville: 836,507 people
· = 3 stores[footnoteRef:16]  [16:  InfoPlease. 2013." Top 50 Cities in the U.S. by Population and Rank." Accessed April 1,2014 http://www.infoplease.com/ipa/A0763098.html] 

The top 3 Canadian cities with respect to populations are: 
· Toronto: 5,113,149 people 
· = 5,113,149 people/ 250,000
· =20 stores
· Montreal: 3,824,221 people
· =15 stores
· Vancouver: 2,313,328 people
· 9 stores[footnoteRef:17] [17:  Statistics Canada. 2013. " Population and dwelling counts, for census metropolitan areas, 2011 and 2006 censuses." Accessed April 1,2014. http://www12.statcan.gc.ca/census-recensement/2011/dp-pd/hlt-fst/pd-pl/Table-Tableau.cfm?T=205&S=3&RPP=50] 

	In total, our product will be placed in: 100 stores in the top 12 American cities, 44 stores in the top 3 Canadian cities and 144 stores in U.S. and Canada
Promotions
	To launch the E-Pen we will use a twofold strategy. The first part will begin in June 2014. We will undertake an analysis of our customer base, in order to select the top 200 stores to inform them of our new product launch. With confirmation of interest, we will be sending them an information kit. Lastly, an onsite visit from a VuPoint Solutions sales representative to demonstrate the product. At the end of the sale presentation, with a commitment from the boutique, ten "sample" pens will be given to each client, for them do with as they please. Feedback response form will be included with these samples. This feedback will allow to gain understanding of our shortcoming. The product will be available for shipping by October 15, so to coincide the launch with the Christmas and end- of-year bonus seasons. 
	The hard launch will be done at the 2015 International Consumer Electronics Show (CES) in Las Vegas. VuPoint has been an exhibitor at CES in the past. We will be using a second booth, exclusively for the E-Pen. We will use CES as our launching pad to get pens specifically into the hands of industry VIPS and journalists. 
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