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The marketing management process involves planning marketing activities, directing the implementation of the plans, and controlling these plans (Perrault, Jr & McCarthy 1999).  Following is a marketing plan for Residential Fuel Cells.  This paper will include the use of market research, a SWOTT analysis, and the use of a marketing mix.  This paper will also describe the implementation of the marketing plan, how the marketing plan will be monitored, controlled and adjusted, and recommendations of the plan.

Residential Fuel Cell & Market research
Participation in the stationary fuel cell industry has especially increased in the last two years, with a wide range of companies from different industries now getting involved. Rapid industry changes have significantly affected market dynamics. In particular, the needs and challenges of developing the future global energy infrastructure have evolved. 


Strategies of fuel cell developers are being examined within the context of their targeted market segments, ranging from a more reliable power source to the micro generator market in underdeveloped islands.  Market research studies include forecasts for providing quality power to wastewater treatment plant’s, residential buildings and telecommunications relay towers. Markets have been identified and show a significant potential for expansion due to the regional characteristics of countries over the next ten years. The relative importance to the price of power is being further explored. The potential for different technologies to penetrate a number of markets that are and are not price sensitive is also being analyzed, (Wengroff, Jake, 2003). 


The year 2001 was expected to be a memorable one for residential fuel cells; instead, as it were, it turned out to be a year that the industry might prefer to forget.  In the late 1990s, several manufacturers announced breakthroughs that were anticipated to bring the retail price of fuel cells down to around $5,000. This would have been cost effective enough that a preponderance of homeowners could be enticed to buy a generator to generate most or all of their electricity needs.  Buoyed by that investment, fuel cell manufacturers are not planning on backing down from their hydrogen-tinged vision of the future. They still tout that the technology is an effective means to wean the United States off of foreign oil (fuel cells extract their hydrogen from U.S. produced natural gas), and to rid the country of coal-fired and nuclear power plants. 

Fuel cells are marketed as a money-saver. People will still have to buy gasoline for consumption, however a fuel cell uses significantly less gasoline to make a single kilowatt of power than does the local utility company.  Homeowners can save even more money by utilizing the hot water output in their home heating system that has been generated by fuel cells. It has been reported that many believe most homeowners will eventually be able to sell their excess power generated by their fuel cells back to their local utility company.  Before fuel cell technology can achieve that status, the overarching issue of cost per unit will need to be resolved. To Date, no manufacturer has been able to cut the price of a 5kw fuel cell below the typical $30,000 to $6,000 a kilowatt range. 

A majority of market research indicates that consumers will not be interested in the technology until it drops much closer to the price of a gasoline-powered home generator, which can deliver 6kW for about $1,400.  Given the cost benefit of natural gas over gasoline and the fuel cell's more efficient extraction technology, experts predict that fuel cells will become attractive when they reach $1,000 a kilowatt which are not expected to happen for at least seven to 10 years. Even then, a fuel cell is expected to save money only in places where electricity is expensive, such as in New York or California, where utilities are charging more than 9 to 10 cents per kilowatt-hour. 
 
The key obstacles to reducing the price tag are the "stack," which makes the electricity, and the "reformer," the miniature chemical plant that separates the hydrogen from the natural gas. Both use platinum as a catalyst to speed up chemical reactions. Not only is platinum expensive, but also last year it ranged from approximately $400 to $650 per ounce.  The United States is forced to import a majority of its platinum resources from more politically unstable nations.  Manufacturers have already reduced platinum content in fuel cell systems by more than one-eighth during the past five years. This has been accomplished by primarily designing systems that require less platinum in the stack and by mixing the platinum with cheaper metals. In order to further slash fuel cell costs, manufacturers will need to make much more significant cuts. Manufacturers are now turning their attention to reducing the platinum in the reformer as an option to speed up the beginning stage processes and making this enhanced product available to the public as a future alternative to the already existing ones, (Wardell, Charles, 2003).
Residential Fuel Cell Product lifecycle
The product life cycles are the stages a new product idea goes through from beginning to end (Perrault, Jr & McCarthy 1999).  The stages of the product life cycle are:  market introduction, market growth, market maturity, and sales decline.  The marketing plan for firms in the residential fuel cell industry will undergo several changes during the product life cycle.  As product markets and competition change, so will the management of the company’s market plan.

In the market introduction stage, sales are usually low as a new idea is first introduced to the market (Perrault, Jr & McCarthy 1999).  At this stage, the product needs to be promoted to inform potential customers of the advantages and uses of residential fuel cells.  Even with the promotion of residential fuel cells, it takes time for customers to learn that the product is available.  It is not uncommon for a company to experience loss at this stage because much money is spent to promote the product.  The plan is to invest the money with the expectation that future profits will result from that investment.

As the product becomes familiar and available to customers, the company will begin to make profits.  Sales will usually grow quickly, but then starts to fall.  This type of deviation is characteristic of the market growth stage.  As competitors enter the market, profits begin to decline.

The market maturity stage occurs when industry sales level off (Perrault, Jr & McCarthy 1999).  Industry profits go down throughout this stage because promotion costs rise and some competitors cut prices to attract business.  At this stage, persuasive promotion becomes more important as competitor’s products may only differ slightly, if at all.

During the sales decline stage, new products replace the old (Perrault, Jr & McCarthy 1999).  Also, price competition becomes more vigorous at this stage.  For companies in the residential fuel cell industry, price competition against other utility providers will have a profound effect on the firm’s success.

Residential Fuel Cell Product Positioning
Positioning is used as a communication tool to reach target customers in a crowed market. The concept is about positioning that product in the mind of the customer. This process is used because consumers are bombarded with a continuous stream of advertising, with advertisers spending several hundred dollars annually per consumer in the U. S. The consumer’s mind reacts to this high volume of advertising by accepting only what is consistent with prior knowledge or experience.


Consumers deal with information overload by oversimplifying and are likely to shut out anything inconsistent with their knowledge and experienced. The consumer believes that by focusing on the perceptions of the consumer rather than on the reality of the product, the advertiser should present a basic message and it would be made consistent. 

The easiest way to getting into someone’s mind is to be first. It is very easy for the consumer to remember who is first. By being the first to clarify a unique position in the mind the consumer, a firm effectively can cut through the clamor of the products. Consumers have a tendency to rank brands in their minds. If a brand is not "number one", then to be successful it must somehow relate itself to the number one brand.

Historically, the top three brands in a product category occupy market share in a ratio of 4:2:1. This means, the number one brand has twice the market share of number two, which has twice the market share of number three. The success of a brand usually is due to its being first in the market rather than the marketing abilities of the company. The power of the company comes from the power of its brand. 

There are certain things a market leader should do to maintain the leadership position. One other strategy that a leader can follow to maintain its position is the multi-brand strategy. This strategy is to introduce multiple brands rather than changing existing ones that hold leadership positions. It is often easier and cheaper to introduce a new brand rather than change the positioning of an existing brand. Finally, change is inevitable and a leader must be willing to embrace change rather than resist it. When new technology opens the possibility of a new market that may threaten the existing one, a successful firm should consider entering the new market so that it will have the first-mover advantage. 

Valuable time by second-place companies is spent on improving their product before it is launched. It is better to be first and establish leadership. If a product is not going to be first, it then must find an unoccupied position in which it can be first. Repositioning the competition can sometimes have no unique positions to notch out. It is suggested that you reposition a competitor by convincing consumers to view the competitor in a different way. Repositioning a competitor is different from comparative advertising. Comparative advertising seeks to convince the consumer that one brand is simply better than another. A brand’s name is perhaps the most important factor affecting perceptions of that brand.

Pricing Strategies

In the late 1990s, several manufacturers announced breakthroughs that were anticipated to bring the retail price of fuel cells down to around $5,000. Prior to that time no manufacturer has been able to cut the price of a 5kw fuel cell below the typical $30,000 to $6,000 a kilowatt range The key obstacles to reducing the price tag are the "stack," which makes the electricity, and the "reformer," the miniature chemical plant that separates the hydrogen from the natural gas. Both use platinum as a catalyst to speed up chemical reactions. Not only is platinum expensive, but also last year it ranged from approximately $400 to $650 per ounce. Alternative materials are being developed with increasing success.

Our pricing strategy is base on two objectives. First, is to gain a large market share. Since we are the first in the market, we must gain as large a market share as we can before any competitors arrive. It is anticipated that competitors will be years in coming. Second, is to get the cost per unit down by applying concepts of economies of scale (Perreault, 2003). It is our strategy to drive down the price per unit by creating more volume than manufacturers can produce. For example, the cost to produce 500,000 units is far less per unit than 5,000. The pricing strategy will therefore be based on volume of units produce and sold, rather than each unit produced and sold We will challenge the entire manufacturing base to collectively produce the millions of units because fuel cells are a long term market certain. This will require long term financing of materials for cost of goods sold and long-term contracts with suppliers of raw materials, to establish the market. However, since manufacturing will be done on a just-in-time basis, the wait time will could be months. Said another way, supply will be short for years short. It will take the capacity of all manufactures to meet the long-term demand, which should prove profitable for a long time. 

Differentiation


Differentiation means that the marketing mix is distinct from and better than what is available from a competitor (Perreault, 2003). We have identified two element of the marketing mix that will differentiate our company from present competition. First, our company will be the largest distributor of residential fuel cells both domestic and foreign. We will acquire these distribution contracts from manufacturers by demonstrating a willingness to learn all aspects of the product and partnering with the manufacturer to meet their marketing goals. Second, will develop and establish a certification program for residential fuel cell installer. We will have exclusive distribution agreements with all manufacturers, and will therefore be able to train and qualify electricians and other trades on the proper installation and service of a range of fuel cells and equipment. Since we will introduce the certification program, we will gain a competitive advantage in the market place, having the first and only program of this nature.


Successful implementation of these two marketing strategies will distinguish our company as a premier authority in the residential fuel cell market. To the consumer we can offer education, cost benefit analysis, choice and comparison of fuel cells that meet their specific needs. To the manufacturers we can offer critical customer feedback relative to the satisfaction with the product. From the installers, the manufacturers will get critical feedback on technical issues about installation, operations, and service. 

The installer certification program is critical the success of the residential fuel cell industry. The success of the program rests with the fact that the fuel cells are designed to be turnkey components. That is, they are design to be virtually plugged in. Electrician and perhaps plumbers will have the principle background to do installations or plug them in. When a customer purchases a fuel cell, a certified fuel cell installer will be recommended. This will create lucrative opportunity for this trade, which will in turn accelerate fuel cell sales. 

A key objective of Residential Fuel Cell product marketing is to meet the needs of a particular group of customers that the firm's serves. In the early stages of a search for opportunities we're looking for customers with needs that are not being satisfied as well as those that might be. We try to identify and understand this different subgroup with market segmentation. As part of our marketing strategy the firm requires the analyzation of our strengths, weaknesses, opportunities, threats, and trends.

SWOTTs

One of the strengths of being a distributor of residential fuel cells is the relatively low overhead.  Another strength is the high quality of the services we provide.  The potential long-term savings to our customers is also strength to our company.


The company’s potential weaknesses include the market image of residential fuel cells.  Consumers just aren’t as familiar with the use of fuel cells for a source of energy, as they are accustomed to the use of electricity and natural gas for their fuel needs.  Another weakness is the limited amount of knowledge and talent in the area of residential fuel cells.  Since the concept is still relatively new, there are a limited number of scientists and technicians informed on the subject.


Potential opportunities include the need for new and better sources of fuel, particularly those needed to fuel automobiles.  Also, the opportunity to introduce residential fuel cells to the overseas market exists.


The threats to residential fuel cells include potentially weak financial resources.  In addition, current economic trends could be a threat to the company.
Global Product

Segmentation allows us to categorize small territories by giving an overall view of the area instead of trying to study demographic variables on their own.  Market segmentation variables best explain the population's economic behavior. They include age of population, income average rental costs, educational levels, language, profession, etc. Market segmentation describes the division of a market into homogeneous groups, which will respond differently to promotions, communications, advertising, and other marketing mix variables. A different marketing mix can target each group, or "segment", because the segments are created to minimize inherent differences between respondents within each segment and maximize differences between each segment (Perreault, 2003).

There are two significant market segments that allow us to divide the residential fuel cell market to pursue a global strategy: isolation installation and grid applications. Isolation installations refer to the installation of fuel cell units for existing structure or homes. Gird applications refer to two kinds of installations. One is for new constructions of homes that might be apart of a new development or condominium. Such homes may use a common fuel cell for several homes rather than have their own individual cell. A second installation would be where several existing homes might use a common cell versus having their own individual cell. This may prove cost effective as well as practical for countries with developing infrastructures.

Distribution Channels

Distribution of residential fuel cells will be established using new and existing wholesale/retail distribution channels. New channels will include a system of regional high tech retail showrooms, which will be located in urban industrial areas along truck and train routes and major high ways. The showrooms will be equipped with lots of animated and or interactive displays and educational video shorts that cover such subjects as fuel cell operations, future benefits and costs. Various working models will be on display. The showrooms will be designed to entertain as well as educate. These showrooms will be own by the company. 

Existing distributions channels will include regional and national retail chains that sell appliances i.e. Sears, Circuit City and Home Depot. We will lease floor space in their stores to display various models of residential fuel cells. Additionally, we will buy advertising in their sales papers and promotions. Sales counselors from our company, not the retail chains, will staff these areas. There will be no inventory at these stores, only displays. Sales will all be special order and delivery. This method of distribution will provide rapid exposure and marketing on a national scale, saving the cost of construction of new stores.

It is anticipated that there will be limited need to warehouse residential fuel cells. They will be manufactured on a just-in time strategy. Our company will provide the manufacturers with sales coordination and arrange drop shipments directly from the manufacturer to the installation site using existing freight transportation.

Although residential fuel cells are turnkey systems, professional installation will be required. To keep up with sales, installers will be needed in close proximity to sales locations. It would be impractical to build a staff of nationwide installers under the company. The company will therefore host a certification program and train installers on the installation and maintenance of all manufactured residential fuel cell modules. Installers will initially be persons who are already licensed in trades like electricians, plumbers, and building contractors. The certification program is intended to establish standards for installation and provide these tradespersons with an additional income stream. The company will maintain a national registry of installers that will be regionalized by zip code. When a unit is sold, the sales counselor can provide the buyer with the names of installers in their area. 

Promotion

To encourage sales and distribution, residential developers, architects, trade unions and environmental organizations will be targeted with technical data on residential fuel cell benefits. In certain circumstances, a commission may be paid to a developer who may, for example, build a new housing development using fuel cells. The company will also regularly attend industry trade shows.

There is a certain market for fuel cells in other countries. Marketing will be done through a website that will be multilingual, targeting governments and international trade development organizations within the country. The site will provide general information on fuel cell applications and allow for contact. Contacts will be developed on a case-by-case basis to the ultimate goal of securing a market in the inquiring country.

Implementation

Implementation of the marketing plan will begin with a major public relations campaign. Political, environmental, and financial sectors will be informed of our efforts to negotiate with residential fuel cell manufacturers. This will be done to plant the seeds of change; that a new era of energy has officially sprouted. This will be done to cause nationwide controversy and debate. It is expected that public sentiment will embrace the notion of such change immediately, feeling that such a change is long overdue, while political and industry proponents will be far more conservative, yet will feel “pushed” into taking a position for or against the changes. Our credibility relative to our ability to actually become the premier distribution company of residential fuel cells will be called into question. Our counter attack will be the creation of the certification program. The certification program will create a buzz. We will develop an army of tradespersons who because of the program will know the technology, feasibility, and benefits to individual homeowners. As such they will become an army of grassroots educator and sales counselors. They will be the catalyst for public demand.

Monitoring, Control and Adjustment

The marketing plan will be monitored in real time, allowing for control and adjustments. Information is the key to the success of the plan requiring huge amounts of ready data. Secondary data is already available however; our channels of distribution will also collect primary data relative to consumer attitudes and perspectives. This data will be continually analyzed by marketing and research components of the company and translated into product development criteria.    

Recommendations for the marketing plan

The plan could use some financial projects for initial budgeting and finance. A functional organization chart would be nice. A regional map of distribution should also be included. Develop prospectus for investment potential.
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