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Look out, they are coming

In the economy saturated with products, where consumers are increasingly resistant to
advertising and traditional marketing fails, brands, marketers and strategists have new tasks to
fulfill.

Increasing importance of the premium product segment , creating innovative products with
added value and managing umbrella and supra-category brands and also holistic approach to
communication — these are the main trends in marketing for the years to come.

At least that is which a company specialized in strategic consulting, that is, Stratosfera Added
Value claims. Stratosfera predictions are backed by the results of the “Trends in strategic
marketing” survey carried out among 133 marketing directors, board members and brand
managers by Stratosfera, Harvard Business Review and Millward Brown SMG/KRC in last
September.

The beginning and the end. Fifteen years have passed since the time when the first
professional brand building took place in Poland. Since then the market and thus brands and
consumers have gone a long way

While looking at the previous years, one may distinguish three strategies selected by brands
which guaranteed them market success. The first of them was the strategy of brands which
established categories in the virgin or generic market. The examples include Laciate milk - the
first UHT milk packed in cartons or Gazeta Wyborcza - the first “free” (independent)
newspaper in Poland. Brands which pioneered new product categories remained leaders.
Marketing communication was important, but not a key success factor in this case.

The second strategy was taking “the middle field”. Each product category have its “middle
field” i.e. positioning territory which is strongly motivating for majority of consumers and
thus a best place to occupy by a brand. I can be a product feature, a usage occasion or a
feeling linked to product usage. In a developing market, “the middle field” often remains
unoccupied. The examples include Dgbowe Mocne beer which revealed “inner strength”
territory in the strong beer segment and Krakus Animex which addressed the sentiment
towards old-times, natural and tasty meat cold cuts.

The third strategy called “Revolution in Value market segment” was applied by the brands
which arrived relatively late in the market, such as, Heyah, Zubr beer, the “Fakt” daily, but
achieved spectacular success in a very short period. They offered a descent product quality at
an affordable (often low) price. They were distinguishable by disruptive branding and
communication of new emotional benefits in the category.

What was interesting in the developing Polish market (and different to Western, developed
markets), was



o the fact that brand success stories were achieved with standard products, offering no
tangible advantage
e asimple brand architecture: brand equals 1 product coming in a few variants.

What strategies are brands going to assume in the future? The probable directions for the next
few years are summarized below

* an increase in importance of innovations — marketers surveyed by Millward Brown believed
that introduction of new variants and product types would be the most beneficial of all the
marketing activities. More and more products with added value will appear. Thanks to
growing consumption, marketers will be able to increase market shares. The strategy will be
applied first of all by the market leaders, concerned about cheaper competitors and private
labels such as Gillette, which improves its razor every single year. On the other hand, that
may be a strategy used by young brands, which anticipate consumer needs. E.g., Polish Kamis
acts in this manner:

* an increase in importance of premium products — development of the top shelf is going to
take place, that is, products characterized by high price and intended for a wide range of
consumers. Marketers call the phenomenon the new luxury. Development of the segment is
enhanced by an increase in consumer incomes. They save money on basic products to spend
more on products giving them a buzz such as foreign travels or sport. The new luxury
emerges along with development and popularity of shopping centers. First of all singles,
childless pairs with high incomes, and families with a single child enjoy the new luxury.
Those consumers use material possessions first of all to satisfy their emotional needs, related
to appearance, taking care of themselves, and willingness to indulge themselves.

* New ways of building brands - points of sale are becoming the main mean for marketing
communication instead of TV or press commercials. Coffee Heaven and Empik build their
brands in that manner. The role of the new media is increasing, that is, digital TV and T-
commerce. New forms and fields of communication with a client appear. Knorr brands books
with culinary hints by Pascal Brodnicki, the TV spot character. Consumers take control over
the message. You Tube is one of the examples. Communication with a client is becoming
even more holistic.

* increasing differentiation of products — manufacturers will respond to the needs of a
narrowing range of consumers, attempting to focus on selected needs. That will result in
launching a larger number of niche products. Existing products will be sooner replaced with
new ones and thus product life cycles will considerably shorten.

* importance of umbrella brands will increase. Marketers will introduce new products under
already existing brands rather than create new brands. Thus, product lines will become longer.
Launching new products under a single brand means saving money by marketers.

* Importance of inter-category brands will increase — marketers will start searching for an
opportunity to assign a brand so far classified into to a single category to several categories.
Samsung is a good example of that approach, being present in segments of computers,
household appliances & audio/video devices alike. That strategy is applied also by Apple
delivering computers, iPods, mobile phones and developing the largest music store in the
world, namely, iTunes Music Store.
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Barttomiej Serafinski, a partner at Stratosfera Added Value believes that marketers and
strategies are going to face new challenges. The substantial ones include searching for
innovativeness and a new approach to communication, which has not fit the definition for a
long time.



Turn to innovations (chart)

Types of marketing activities which will grow in importance according to marketing
managers, board members and brand managers.

Source: Millward Brown SMG/KRC for Stratosfera Added Value and Harvard Business
Review, survey carried out in September, 2006.
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Bartlomiej Serafinski, partner w Stratosfera Added Value, jest przekonany,
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w opinii dyr. marketingu, czlonkow zarzgdu i brand managerow.
Zrodlo: Millward Brown SMG/KRC dla Stratosfera Added Value, badanie

przeprowadzono we wrzesniu 2006 r.

sponsoring lub PR 38
programy lojalnosciowe 38
obnizki cenowe 23

promocije konsumenckie 3
reklama klasyczna ATL 9

| wprawadzanie nowych typow opakowan 8
= L L L f

wprowadzanie nowych wariantow/typow produktow 62
niekonwencjonalne dzialania komunikacyjne 44

walka o ekspozycje produkiu w punkcie sprzedazy 23
zmiana identyfikacji marek lub produktow (rebranding) 22

% 10 20 30 40

Empik. Rosnie rola nowych mediow: TV
cvfrowej 1 T-commerce, Pojawiajq si¢ nowe
formy 1 obszary komunikacji 2 konsumen-
tem. Knorr branduje ksiazki 7 rekomenda-
clami k

arnymi Pascala Brodnickicgo,
bohatera reklam TV, Konsumenci preej

ykladem

jest You lube. Komunikacja z konsumen-

mujg kontrolg nad preze leazem pr

tem staje si¢ jeszeze bardzie] holistycrna;
o rosngee zroznicowanic produkiiow
producend beda reagowad na potrzeby

COTIZ WEESZC| gy adbiorcow, starajac sig

skupic na wybranych potrzebach. Zaowo-
cuje to wprowadzeniem wicksze liczby
produkidw niszowych. Istnicjgee produlay

bedy rez szybeie ZASICPOWANE PrIez NOWE

o spowod e cykl zycia produkeu ule-

enie znacznemu skrdceniug
= wzrosnic znaczenic marck parasolo

wych., Marketerzy b

e i et

50 60 70 80

nie wprowadzal pod it cvmi juz mar-
kami nowe produkey, niz krcowald nowe

Do

sposoh wydluzeniu. Wprowadzanie pro-

Linie produktowe ulegng w ten

duktow |\<u| jedng markg daje markereron

oszezednoscr;

= wzro§nie znaczenic marek migdzyka

regorialnych — markererzy zaczng poszuki-

wad okazji, by markg praypisang do tej po-

rv do jedne L.nu; 1 rozszerzve na nowq

kategorie produktows. Dobrvm preykla
dem jest firma Samsung, obecna zardwno
wsegmencie komputerow, RTV, jak

P AGD. To rakze strategia firmy Apple, do-

starczajyee] komputery, ilody, telefony ko
morkowe oraz rozwijajace] najwickszy
na Swiecie sklep # muzyka iTunes Music

Store.

MKS, TW



