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ABSTRACT

“Little Toy” develops family plaything which provides enjoyable activities
for all family members including kids, parents, and elderly to play together with ease.
The first line of product is focusing on activities to grow plant. The parents will be able
to understand how to grow plants and how to teach children along the way as well as

conveniently carry out the activities.

The product development process involves understanding the activities
which parents enjoy by themselves and want children to participate, and the playing
method which children would like to do and merge them into toys. Little Toy
understands the needs of different group of people in both product’s value and price

concern then sold the right products in the right place with the right price.
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CHAPTER 1
ORGANIZATION

1.1 Background

The idea began from the interest of the group regarding agriculture
business. We have discovered that the industry is growing; thus, potentially has
opportunity. The group has started from exploring in the area regarding organic

product, and interviewing a number of stakeholders.

Figure 1.1 - Living sunflower sprout

After that we have started from selling living sunflower sprout as displayed
in the figure 1.1 to the customers as we find out that there are certain group of people
who concern about the freshness of the vegetable. We learned from the pop-up booth
that most of them ask whether they could grow it afterwards, inferring that most people
are interested to experience growing plants. Therefore, we have started testing the
growing kits in the form of organic look and feel package as shown in the figure 1.2.



Figure 1.2 - Initial sunflower sprout growing kit

The kit contains coconut husk, soil, sunflower sprout seed and
thermoplastic bowl made from calcium and plastic which could be degenerated from
UV light within 45 days. From this experiment, we met the lead user who made the
growing kits for their kids to play with, and we also learn that the parents are very
interested in growing kits for their children once they know why this activity is good
for their children. Therefore, we thought “what if we combine the growing kits and
toy”. After researching more into this opportunity, we could summarize the problems
why growing kit for kids are the activity for only a small group of people as followed:

1.1.1 Problem

(1) Growing plants are not convenient as the grower needs a lot of
preparation including a lot of materials and process.

(2) The parents face the problems of convincing the Kids to participate
in the activities. Most people have to spend time doing the activity
alone and make a happy face and act like having a lot of fun to
attract the kids’ attention in which there is no guarantee of success.

(3) There is no clear knowledge on how the parents could grow the
plants as some species are quite difficult and could die which
resulted in kids’ sadness.

(4) Some parents also concern on what to teach and guide their kids
during the activities for effective child development.



1.1.2 Solution
Little Toy combines the concept of growing kits with toy in which we
define the elements in toy and plaything that could attract the kids, and used

those elements in the growing Kits.

1.2 Toy Industry

In 2015, Thai toy industry is not growing in both local and international
product. However, the export is growing by 2%. The promising market is China which
has changed to buy Thai products more, and the export value has grown over 200% for
the past two consecutive years. The other attractive markets are Indonesia, Singapore,
Malaysia and Brunei. The major problems for Thai toy industry are the lack of skilled
labor and high labor cost. (Office of Industrial Economics, 2015) Nevertheless, the
market accepts the child development toys rather than digital games as digital games
could not serve as child development as kids could not touch and feel the real object.
Thailand toy industry is as big as 10,000 million baht and exporting over 6,000 million
baht, and has the potential in the area of child development toy and wooden toy. (ASTV
Manager Online, 2014) Therefore, one could imply from the industry information that
there are opportunity in middle to low income market as most of the local products are
expensive. From our market observation, we found that most child development toys
are priced over 300 baht, mostly thousands or more. Furthermore, there is big
opportunity in export to China.

United States market is the biggest market of toy industry, and still
continues to grow by 6.7% in 2015. The top three fastest growing categories are
games/puzzles, vehicles and building sets. The key drivers are content such as movies,
TV show, App and YouTube following. Christmas is the key factors for growth in
United States with the growing rates of 25% in the particular period, and there is one
extra day to shop this year. (The NPD Group, 2016)



1.3 Agriculture Industry

The trend of organic product is increasing continuously with the growth
rate of 20-30 percent globally. The promising market are United States, Europe
(especially Germany, England, and France), and Japan. The high growth markets are
Japan and Singapore. In terms of promising products, tropical fruits, vegetable, grain
and processed agriculture products especially processed food and snack. The factors
which affected this high growth phenomenon are the shift of eating behavior of
consumers to healthy food, the policy which prevent the selling of agriculture products
and change in agriculture standard policy. The consumer decisions in purchasing are
taste, nutrient amount, consistent production, environmental-friendly production, and
price. In Thailand, the major barriers for organic products are production and
marketing. The cost of production is high which resulted in high price, and the volume
of production is not enough to serve the demand as well. In term of market problem,
the size of market in Thailand is very small although the trend of eating healthy food is
booming. Thai people still demand more standard and guarantee that the product is
really chemical-free. (Positioning, 2004)

In term of gardening, the trend of household gardening is shifted according
to the agriculture trend. In 2015, the trend is shifted towards gardening in terrarium and
growing cactus. However, the trend in 2016 is changing towards outdoor living space,
vegetable garden, garden with pet-friendly element, DIY garden, garden plot type
garden for growing plant, small-scale gardening, NaTECHure, water-saving plant

growing, and regrow.



Figure 1.3 - Household vegetable garden

The vegetable garden as show in the figure 1.3 as an example is more
popular due to the incremental in tools for indoor gardening. The consumers could

enjoy the fresh vegetable with safety guarantee as they are growing by themselves. This

change is due to the coming of healthy trend.

<3

Figure 1.4 - Household DIY plan Figure 1.5 - Small space gardening

The DIY trend is coming for people to enjoys gardening using what they
have created as show in the example of figure 1.4 and show the artist skills in their
garden. This trend also makes family having the activities together. The small-scale
gardening is also coming in 2016 for people living in urban or condominium to enjoy
space management to decorate their garden using various methods such as vertical

gardening as shown in figure 1.5.
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Figure 1.6 - Combining technology and nature Figure 1.7 - Regrow the plant

NaTECHure as shown in figure 1.6 is the trend of combining nature and
technology. The goal is to attract the next generation to come back to nature root by
combine what they are familiar with like technology with gardening. The most focusing
technology is application development. The plants which demand a few of watering are
also becoming popular to save cost and time of watering. Another new interesting trend
is using the leftover of plants after eating to regrow and it eat at home as shown in figure
1.7. The species of plants include carrot, avocado and potato. (Baanlaesuan, 2016) The
trend has shown the shift in lifestyle for urban and people living in condominium to
grow the vegetables with the purpose of eating rather than just for the beauty. The
groups of people who do gardening also start to expand to younger generation using
technology as well. Furthermore, the family activities for gardening have also becoming
the trend from DIY gardening. Therefore, the child development toys in the form of
growing kits could potentially fit in as a gardening object and potentially become a

business opportunity as well.

1.4 Vision, Mission and Goal

1.4.1 Vision
Little Toy provides family plaything for 6.3 million extended families
in Thailand. The products will be designed to provide enjoyable experience for the
whole families including kids, parents and elderly when played together. The first
product line will applied planting activities to fun activities while leveraging the child
development from play quotient to benefit the kids, and the joyful activities for elderly
to perform as a hobby.


http://www.baanlaesuan.com/wp-content/uploads/2016/02/healthybodynow.jpg

Little Toy plans to expand to well-educated countries in the
importance of toys for kids including European countries and Asian countries like Japan

and Singapore.

1.4.2 Mission

(1) Child development: we turn the activities which benefit the child
development into the attractive and convenient toys that the kids
could enjoy.

(2) Family plaything: our product development focus on how to make
the whole family enjoy the activities or interact with each other
from the designed plaything. We encourage the relationship
between members of the family through our plaything.

(3) Effective product selection: The products will be on sales once it
has been played by the kids and verified by parents that it is safe
and fun for kids. We take all the feedback and keep improving
our products until the standard is reached.

(4) Diverse price and place: we select the right price in the right place
for each group of customers and only sell in the channels which

the products are suitable for the particular group of customers.

1.4.3 Goal

Little Toy aims to sell over 3 million baht in the first year after the
launch of luck plant product through premium retail channels and partnership with non-
profit organization for their additional revenue stream. We will expand to other
countries that are well-educated in toys’ importance such as European countries
afterwards.

We also aim to motivate children to play the activities which benefit
their development but rather inconvenient or not attractive to do so. Furthermore, we

want to encourage family interaction and relationship from playing our products.



1.5 Plan and Strategy

1.5.1 Phase 1: Brand building from products launched
The initial stage of the project will be focusing on creating brand
which reflect on family relationship and child development with warm emotion through
the lucky plant products. The plan was to collaborate with non-profit organization to
leverage their membership database and fan base to create the awareness of our
products. The customers and those who aware of our products will be presented with

the online channel to follow news on our products and campaigns.

1.5.2 Phase 2: Process establishment

The second stage of the project will be discovering the right process
to develop the product including finding the product specification for R&D department,
testing and selecting the right products and test selling to determine the products for
scaling up as well as understand the right channels for the particular products. These
processes will be done continuously in order to develop the right products. Thus, the
network of focus group, large number of people participating in survey, locations for
test-selling, and potentially researches of child development to back up the products are
required for the process. Moreover, the material and production methods selection are

necessary in order to have the right cost and designs.

1.5.3 Phase 3: Customers and distribution channels database

In this phase, the database is created to analyze each distribution
channel in order to matching with the products. The contact with distributors from
around the world should also be made for international launched. Therefore, Little Toy
could select the right place with each developed products. Moreover, the customer
database would also help with the continuous focus group by inviting them for product
testing. The company could also analyze the customers and understand the needs and
shift in trend afterwards as well. The source of these database developments comes
from the knowledge and understanding of each distribution combined with in-field
action within the channels as well as understanding the data needed to get to know

customers. Thus, the insight is required to conduct this phrase successfully.



1.6 Organization Structure

1.6.1 Research and Development Department
After receiving the initial product specification, R&D department will
do market research focusing on the needs and behavior of the customers and generate
the ideas for market research to perform the selection. The selected design for prototype
testing will be design in detail and create the prototype for qualitative testing and selling
test. Thus, R&D will mainly cooperate with production section within operation and

logistics department and market research department.

1.6.2 Operation and Logistics Department
The department researches the materials for production and
contacting the outsource manufacturer. It is also responsible for internal operation
including packing and inventory management. The department plans the delivery
schedule and transportation of the products as well.

1.6.3 Accounting and Finance Department
The department controls the finance of the company by assigning the
right budget to each department. It also takes care of the accounting operation and
analyzes the key driver which generates the revenue to the company. The department
also does the financial plan if the company needs further investment and funding.

1.6.4 Market Research Department
The department selects the right products from R&D department
using the market research methods as well as providing the customer behavior and

market trend analysis to form the right strategy in marketing, sales and R&D.

1.6.5 Sales and Marketing Department
The department is responsible for planning and implementing the go-
to-market strategy and increasing sales and awareness of products. The department will
cooperate with market research department to find the right distribution channels and
promotion channels of each product in order to launch the product into the effective

location with the right pricing strategy.
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CHAPTER 2
PRODUCT DEVELOPMENT STATEGY

2.1 Product Development and Selection Process

R&D Department

=

Figure 2.1 - Product selection process

Figure 2.1 shows the process of toy development and selecting the right
product to sell. The market research department will gather the information regarding
the market trend and develop the right product specification in the big picture to brief
the research and development department. The detail of specification will not be too
detailed and specific in order to leave the room for creativity of R&D department. After
that R&D department will conduct the design market research to innovate the new
product and cooperate with operation department to select the right material for the
product. In the initial stage of Little Toy, the company will focus on using the material
with low minimum order material including paper and wood. Apart from the focus on
toys which could be played by all family members, Little Toy will focus on developing
products using one or more areas from the following aspects.

1. Child development: This type of product focus solely on the
category within child development using psychology of development theory. The main
quotient to focus will be Intelligent Quotient, Emotional Quotient, Creativity Quotient,
Play Quotient, and Social Quotient.

2. Subject learning: The toys will be related to the learning of the

subject which parents are interested such as English, mathematics, and science.
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3. Fun activity: By focusing on fun activities, the children will be
attract to play by their own without any convincing by parents. This type of product
will coordinate with child development in terms of natural learning of children from
creating their own way of playing with toys.

4. Suitable gift: The products will be designed with emotional
value to be given away as a gift. They could also be designed to be a semi-DIY gift for
kids to make for their parents or grandparents. The design and beauty design are the
key factors of this type of products.

The R&D department will used the consumer needs and problems as a source
of product development around the four areas mentioned of which some areas could be
combined to create the products to generate multiple value for customers. Based on the
survey, we found that the criteria that are considered by customers for decision making
are as followed (showing only those with the percentage over 20%).

1. Benefit from the product 81.40%

2. Safety 40.70%

g Varieties of play in one product  26.50%

4. Kids could play for a long time 25.70%

We will use these four important criteria as part of every product designs.

2.2 Initial Concept and Change

Initially, the strategy is for market research department takes the ideas of
around 30 concepts per month from R&D department to test using the quantitative
method with around 100 groups of people or more. Then 10-15 products are selected to
create the prototype for qualitative research and focus group. In this stage, the market
research team will observe the behavior of kids while playing the toys focusing on
which toys are the most popular selected by children, the length of time the children
play with them, and how they play with them. Moreover, the focus group of parents
will be conducted to talk and understand what they think and feedback each products.
These information together will be used to select around 5-7 products to produce the
small amount for pop-up booth selling. The sales team will learn the insight from the

selling process in pop-up booth and use the information to select only the right product
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to sell to the retail around 1-2 products only. The products will be sold to the right
channels based on the information learned from the process to understand which types
of customer are suitable.

However, the change in strategy has to be made for designing aspects
because the value of royalty fee is not enough to attract a lot of designers, and the risk
of products could not be sold and not selected as the candidates to prototyping resulted
in the waste of time for designers. Thus, the designers prefer the fixed cost which is the
sure way of making money. Moreover, the majority of designers are not good at market
research, and creative design thinking. They would rather take the detailed specification
and design accordingly instead. Therefore, Little Toy changes the strategy to develop
in-house designers in the long-term, and developed all design concepts to give out to
outsource designers in the short-term. The focus in strategy will be shifted from

focusing on quantity to quality of products instead.

2.3 Product

Little toy’s products are based on the concept of bringing the activities
which are good for encouraging family relationship, and turn into plaything that could
attract kids to play. The focus products at this stage are growing kits. The reason is that
growing plants have been started to be adopted by a small group of people, lead user.

They start to create a DI'Y product to play with their kids.

v

(
¢

Figure 2.2 - DIY growing kit from lead user

The growing kit as shown in figure 2.2 has been used to play with children;
however, it is not designed to be colorful to attract the children to play and take a lot of
time to create. The parents also have to participate and good at attracting their kids to
grow plant with them as well. Thus, this method has been adopted by only a small group

of families.
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Figure 2. 3 - Sunflower sprout growing kit  Figure 2.4 - Material within growing kit

The products are produced in multiple colors as shown in the figure 2.3
which could attract the children. These elements are important for kids’ attraction in
the stores. After that the parents will choose whether to buy based on the function of
the product. Apart from what are necessary for the growing Kits, there is the instruction
book on how to grow the sunflower sprout and how to teach the kids along the way as
shown in figure 2.4. This element differentiate the functionality from usual growing
kits as it solve the problems of parents who either do not know how to teach their
children along the way or do not know how to grow plants themselves. Nevertheless,
the current product does not contain the activity for parents to view as toy; thus,

becoming the point of improvement to implement in the next product.

2.4 Product Training

The well-educated customers are the group which bought our products
without asking a lot of questions as they already know that it is good for their children.
They mostly focus on their children’s decision and make a purchase accordingly.
However, the low to middle income individuals are not educated about the benefit of
letting their children grow plants. The product training is focusing on educated the
customers to understand about the product, and has been done through two ways. First,
the cashier counter will explain the products for the customers and answering the

questions using our product FAQ sheet as shown in Appendix A.
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Figure 2.5 - Retail staff approaches kids

As aresult after the training, the retail staff has started to approach the kids and potential
customers to buy our products as shown in figure 2.5. However, they are not able to
promote the products with deep detail and the sales is still not as good as during the
pop-up booth. Second, the instruction booklet will contains the information on child
development aspect related to the particular products and the points which parents could
teach the children along the activities.

However, the feedback from customers show that the children seem to be
bored when they are asking questions, and letting the children play by themselves seem
to be better than teaching anything during the play. After interviewing the expert
psychologist in child development, we learn that asking questions and directing
children are not the right method. The better way is to give the narration while the
children are playing the toys similar to story-telling. Therefore, the children could think
and be creative during the play.

2.5 New Products and Feedbacks

Based on the learning of selling the first products, many new ideas have
been developed to improve customer’s experience. All of new ideas are incorporated

more toy and family concept which would be more attractive to both kids and parents.
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2.5.1 Sticker the Pot

Figure 2.6 - Components used in sticker the pot SKU

The behavior observation and research interview shows that kids are
very attracted to play with stickers so this SKU portrayed the stickers as the main
activity by using the background as the side of the pot and giving out the stickers for
kids to image the story they will tell in the pot.

Figure 2.7 - Interview and test the prototype of Sticker Pot SKU

The prototyping received the mix response. Although kids do like the
stickers and really interested in the product, parents find it not valuable enough. They
thought the sticker activity which has been implemented in the normal pot is not
correlated, and attractive. The valuation of the product is not higher than normal
growing plant, only 100 — 140 baht. Nevertheless, this prototype testing let us know the
difference in expectation between premium customers and others because premium
customers usually care about how the incremental value help their kids in child
development while the others would like to know how the products help their kids get
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into the prestige school. The latter asked about the educational method to teach kids
using the real material such as many types of soil to let the kids experience the
difference.

As a result, we decided not to continue developing this SKU because
it is not valuable, and the learning lead us to the opportunity which is not coordinate
with the company’s mission. However, the learning from this SKU has aided us in

developing Good Luck Plant SKU afterwards.

2.5.2 Origami Pot
The origami pot implemented the ideas of folding paper to create the
activity for kids to enhance their creativity. The idea is to let the kids fold paper as
instructed in the design to create an object, and use the sticker to decorate it as they
imagine. The kids then place the finished object in the box to create their imaginary

city, and grow plants inside it.
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Figure 2.8 - Urban Fold: Analog for origami pot

The idea of using origami as a plaything has already been done by
Urban Fold as shown in figure 2.8 which received the award winning design. Thus, it
might be a good idea to apply to planting activity. The testing show that the origami
concept is applicable to the grown-up kids aged 10 or more, and mostly only girls are
interested. The target group is very niche, but the products are possible to sell. However,
the production proof to be the problems as the paper could not fully resistant against
water, and could be broken easily. Thus, the premium pricing could not apply as parents
expect high tolerance toy for the premium price. We decided to drop this idea until the

solutions to the material issue could be found.
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2.5.3 Rotatable Pot
The rotatable pot has been developed from the idea of current toy that
included the clothes changing mechanism for kids to play and imagine on their own.
The set of matching clothes is designed to have no particular match to support the

creativity without telling right or wrong to kids.

Figure 2.9 - Rotatable Pot Prototyping

The prototype is tested by interviewing parents, kids, and other office
workers. The products are well-adopted as a good office decoration and gift for kids.
There is the proposed idea of giving this product to kids to grow plants, and played until
bored. After that, the product could be brought to be the decoration for parents at the
room or office. Nevertheless, the activities included are not attractive as the
interviewees like the concept and idea rather than activity. The price given is around no
more than 200 baht, but the cost of productions is extremely high due to the
complication of each part of the products. Therefore, this idea is dropped because of no

profit as we would like to start with low volume production.

2.5.4 Good Luck Plant Gift
The idea of good luck plant gift comes from the interview with Green
World foundation who has sold over 10,000 growing kits within 3 months. The products
are perceived as a good practice for kids, and could be taken care in the long term by
elderly.
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Figure 2.10 - Sleeve Tree Analog
Figure 2.11 - Good Luck
Plant Design Concept

The additional value is the design to attract kids to do the activity by
applying the concept from sleeve tree in figure 2.10 to design the cartoon as the front
cover of the pot as shown in figure 2.11. Moreover, the plant used for this product will
be easy to grow and perceive by customers as the good luck plant. We selected
Amaryllis and Marigold as a result.

Figure 2.12 - Amaryllis Figure 2.13 - Marigold
The concept is very well received by the customers, and they are
willing to buy it offline at the price around 100 — 150 baht from the concept.
The main customers are buying it as a gift for their elderly, and the purchasing decision
is even easier after telling them about the cooperation with non-profit organization to
add the value of donation. Thus, the products will be designed into 2 packages with two

mascot characters to represent each packaging.

2.5.5 Planting Story Book
The planting story book is the combination of planting activity and
the moral story for kids. The activity is designed for kids to read or listen to the story,


https://www.google.co.th/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwil74nkt9bOAhUOUI8KHZiHA6gQjRwIBw&url=http://www.aga-agro.com/product/subcategory/68/115&psig=AFQjCNFniPN2xM0WtWiaJbn95fxnc_i70A&ust=1472003775712268
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then created their own area in the box set using their imaginary. This concept is applied
from the strength of Origami Pot which received the good response from the customers.

Figure 2.14 - Planting Story Book Prototype

The prototype is tested mainly to the premium customers who
successfully attracted the attention of people during the test at Central shopping mall as

illustrated in figure 2.15.

Figure 2.15 - Planting Story Book Testing

The kids really like the products, and the parents buy into the concept
of the product. They mostly concern about the content of the books to be unique, easy
to read and fun. They also would like the product to improve on the length of play for
the activity. Although the customers like the activity, they thought kids could finish the
play very early, and get bored so they would like it to be more flexible activity.
Furthermore, the parents would like the material used to be strong enough to endure the
kids’ squeeze during the play.

As a result, the product needs further development in term of
both the product design and story writing. We have developed four stories to test as
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shown in Appendix C. The response was good for the first and second story which only
needs to reduce the story length to be more suitable. The story three and four used too
difficult language, and not suitable for children. The product development length is over
3 months for product design, 2 months for packaging design, 4 — 6 months for story
refining, and 2 months for story book drawing. Thus, the product will be launched in
the 3" year of the business.

2.5.6 Assembly Growing Pot
The concept of this SKU is to create the pot that has a number of parts
to be assembled by kids. The final shape could be either fixed or creative based on kids’
imagination. The product could still be played with after the growing plant activity.

Figure 2.16 - Assembly Growing Plant Concept

The concept is possible if we could partner with Plan Toy who has
the innovation in wood material which has water-resistance element. After discussing
with Plan Toy, they have OEM service with the minimum volume for us to bear
responsible. The testing shows that a lot of people are interested in the products because
of its child development in creativity while giving their children an opportunity to stay
with nature by growing plant.

2.6 Product Development Partnership

We have partnered with Green World Foundation to develop the products
to solve the foundation issue in effective field trip and lack of revenue. The main issue

occurs from the foundation’s activities to organize the field trip for families to learn
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more about nature and a certain species of animals. However, the foundation has no

tool to support this activity.

—_

v > It
Figure 2.17 - Discussion with Green World Foundation
We agreed to form the partnership by receiving the research information
from the foundation to develop the story book for kids related to the behavior of the
animals, and develop the exploration tools for those animals for kids to use during the

field trip. We could gain an access to the customers of the foundation, and used the

branding of the foundation to aid our business.
2.7 Soil Replacement

We have sourced the suppliers who could product the replacement of soil
to support us in exporting the product, and we have found the right supplier which is
the researcher from Kasetsart University who sold the soil replacement product called

“Magic Powder”.

Figure 2.18 - Magic Powder Figure 2.19 - Compressed Magic Powder
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The magic powder consists mainly of coconut husk, and added a lot of
natural nutrients for plants. The product is a lot lighter than soil since it has removed
the water. Thus, the product is not only could export to the other countries, it also cost
less in transportation which save our logistic cost. The magic powder could also be
compressed as shown in figure 2.19 which changes its shape into a strong cylindrical
shape which could be packed easier than the normal powder. It is also easier to be used
as well, but the drawback in using this compressed product is that the kids will not be
able to experience in touching the soil replacement, and experience in putting it into the
pot for growing plant. As the experience is one of our core values, we will focus on
using Magic Powder for the product development.

2.8 Key Products

The key products to focus will be divided into 2 categories. The first one is
the products which will be focus to drive the initial awareness of the brand. This group
of product includes Good luck Plant Gift which requires short lead time, and also well
perceived by consumers. However, this type of products would has short innovation
life-cycle; thus, it could serve as the awareness driven for our brands, and educate the
customers on the growing plant as plaything. The second group is the products which
will drive the growing Kit as plaything in the long run. This group includes Planting
Story Book and Assembly Growing Pot. These products includes strong child
development activities which most families already familiar with, and usually purchase
for their children. Moreover, the products can be developed to have multiple SKUs for
trade-across and strengthen different categories of child development. Therefore, Little

Toy will focus on developed these two groups of products for different reasons.
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CHAPTER 3
MARKETING STRATEGY

3.1 Target Market

The target group is big families including kids, parents and elderly from
high to low income who are looking for enjoyable activity that can play together among
the family. Also, our target family would like the have the activity that could provide
child development, which has benefit to the kid, and joyful experience to the elderly.
The customers also included the group of people who would like to purchase the

products as gifts, especially during the special occasion.

3.2 Marketing Mix

3.2.1 Product

We create 4 values to the products that are child development,
learning and creativity, activity with moment, and family relationship. These values are
added to our products as family plaything, and it became “Little Toy” brand. We
position our product as fast moving toy that create variety of the product to serve the
market demand every month. We also have a plan to launch new product every month,
and keep the bestselling one to remain on shelf at the shops. On the other hand, the
product that does not sell well will be deleted. Although the products is fast moving
toy, and it seems like there will be high cost of production, we can control the cost of
production by using our product development strategy.

We create the different products in different name to suit. We divide
it as premium and non-premium products to serve the different customers.

Premium product: we have a plan to launch planting storybook toy
and assembly growing pot. Now it is in development process. The toy will look as
premium in term of value and quality. Planting Storybook has a benefit for children in
creativity and imagination aspects as well as can play together with parents while they
are reading the attached storybook. Assembly growing pot could create fine motor

development, creativity, and imagination to the kids. Plus, it can create the good
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memory and joyful experience when the elderlies play together with their kids.

We have tested Planting Storybook to our customers at Pailin Central
Chaeng Wattana for both of toy and storybook. The feedback from the customer for the
toy is that parents looking for functions to play like apart from planting, what else the
kids could play with the products. They are looking for flexibility. They know that kids
like stickers and let them play. They also concern about the context of the story. They
said it should be easy to read and the parents want children to learn something from
reading.

Therefore, after that, we create 4 stories to test with the parents. Most
of the parents love story 1 and 2 because it can help to improve language skill for the
kids, and it teach them having responsibility, patient, and time utilization. So, we will
use story 1 and 2 but we will make it shorter as comment received from the audiences.

Non-premium product: we have created sunflower sprout growing kit
as our first product and sold it already. Now, we are developing the other product that
is good luck plant. This product has value as a gift. When parents or relative would like
to buy something to the kids, they will think about Little Toy’s products. Kids will grow
the plant in the toy and then give back to parents or elderly as a gift as well. They will
place the toy on their table with memorable experience that their kids made it for them.
Moreover, we will add value to good luck plant by creating the story behind each type
of plant so that it could create emotional value to the customer. Kids can make an
imagination thinking when they are playing this product.

However, there is another non-premium product, which is rotatable
pot that we have prototyped and tested it already. Feedback from our customer was not
good because it is hard to play when the plant has grown, as well as the value price that

they give is cheap as 199 baht while our cost is very high.

3.2.1.1 Brand Strategy
We use Little Toy as umbrella brand, and it is our company
name as well. We would like to give the value and image to Little Toy as a family
plaything that gives the feeling of being friendly, intelligent, safe, trustworthy, fun, and
memorable. Little Toy is used for building brand awareness in term of company name.

Based on our experiment that Little Toy is easy to remember for premium customer
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and it is easy to use for brand communication in both domestic market and international
market.

In domestic market, we create a product name in English for
premium product tagged along after Little Toy brand for premium products. The reason
behind is that our premium customers perceive that English name looks more premium
and it is memorable.

On the other hand, we will localize the name of the product for
non-premium customers. We use tested the local name in our first product, and the
feedback from customers in Pailin shop is good because it is easy to remember and
understand what is the meaning behind that name.

Our first product is sunflower sprout grow kit, meaning little
grower. It is very straightforward of the meaning that is suitable for non-premium
customers who want clear message at first time; moreover, we do not have to explain
much about what is our product. Also, many people love this name because

We also use “Little Grower” as international Growing Sun
Flower Sprout Kit name. It is memorable and understandable named base on our
interview from many our target customers. Therefore, when new products have
launched, the name will be took after head brand like “Little Toy: Sunflower Sprout
Growing Kit” in domestic market and “Little Toy: Little Grower” in international

market.

3.2.1.2 Brand Logo

\J YY"/

LITTLE

TOY

Figure 3.1- Little Toy's Logo

As we are doing toy business related to family plaything, we
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would like to have a logo that has a meaningful and lively. Little Toy’s logo, as figure
3.1, go together with play and learn meaning by using colorful color and jigsaw puzzle
box with Little Toy word under the box.

Little Toy logo reflects our 4 values that we put in to the
product. The 3 pieces of jigsaw refer to child development, learning and creativity, and
activity with the moment. When it is combined together, the value of family relationship
will be appeared because it let family to play it.

Moreover, if we see the logo deeper, we will see the jigsaw box
as a face that there are eyes and nose that refer to the kids who has fun, and get learning
experience through playing our toy. If those kids think what are they doing is play, the
more they play the more they learn. Once they learn faster, they will experiment more,
and they enjoy it more. It gets the kids inspired and energetic and they want to play it

more and more.

LITTLE
GROWER

Figure 3.2 - Little Grower's Logo

Little Grower, as figure 3.2, is used as international logo. It has
to communicate directly to the international customers that our products related with
growing plant. The brown pot is designed similarly to the face that there is a plant
growing out of the head. The meaning behind the logo is when the kids play our toy;
they do not only grow the plant, but also grow the creativity through experiment from

our toy as the plant is growing on the head.
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Figure 3.5 - Font Identity

We would like to create brand identity because we would like
our target audients remember that we are Little Toy by seeing through mode and tone
rather than logo only. If the audient see the font, color, and composition, they will
realize our brand.

Our current mood and tone is like the picture as figure 3.3
which can give the feeling of inspired and creative via the colorful color, from our
research that every kid loves colorful color, of painting by crayon at all four corners.
In the future, we will develop our brand identity to be as figure 3.4 which give us the
colorful color like gum and candy. We can feel lively and childish when see it. Also,
we use Prodotto In Cina font, as font identity as figure 3.5, that is free of charge for
English wording. It has the benefit in the beginning of launching product and brand in
term of experiment to the market.

3.2.2 Price
We use bottom up price strategy to calculate for the production cost
because our products are innovative product that has not existed yet. So, we have to set
value by ourselves. Then we do prototyping and see the feedback of value that

customers give to us. After that, we compare with the cost of production. Besides, due
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to our product development strategy that can create the product by using low cost
materials, we do not invest in long-term investment, but short term as variable cost. By
doing this we can set the price low, but we still have high margin after sold to our
distributor.

However, if there is no profit, we will back to development process
and find the other materials or other production methods that could lower the cost. If
we cannot adjust it, we will postpone it until we find another solution to fix the problem.

For example, the rotatable pot has very high production cost. Plus,
after we tested with customers, the customers told that it was hard to play when the
plant has grown, and the price they gave is 199 baht. The margin was low if we set the
price at 199 baht. Thus, we postpone pending it and develop another product instead.

For retail aspect, we consider about demand and supply law. Different
places can create different demand and supply because the customers are different.
Therefore, the same product in one place is different to the other places, and the
customers are hard to know.

Every time, we launch new product to the market. We will test it with
that store by open up the booth to see feedback from customers especially the price they
give. Then we could set the price, and discuss with the distributor about end price and
margin that they have.

Little Grower

Sow And Grow Sunflower Competition
by Gift Republic Ltd
TR wryryr v 1 customer revie W

B More than 10 available

RRP: £0:09
Price: £7.59 & FREE Delivery in the UK on orders over £20. Details
You Save: £2.40 (24%)

Details

Shipping: US-Mainland:
Only 10 left in stock (more on the way). $3.50 (more destinations)
Sorry, we can't deliver this item to Thailand ~ Leam more Condition: Brand new
Dispatched from and sold by Amazon. Gift-wrap available
Note: This item is eligible for click and collect. Details

4 new from £7.59

» Enough seeds for at least two attempts
« Includes sunny puzzles

Figure 3.6 - Sow and Grow's Product Figure 3.7 - Little Grower's Product

For the international market, we set the end price by benchmarking
with similar products on e-commerce website. Sow and Grow sunflower growing Kit is
7.59 British Pound that is about 9.99 USD as figure 3.6. Thus, Little Grower is set as
them as 9.99 USD as figure 3.7.
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3.2.3 Place

Our distribution strategy is Guerrilla marketing. We plan to sell the
same product to many potential different channels with different price as mention in
price strategy above. Also, our strategy is going with the distributor who we can sell
out right, not consignment because we do not want to invest money for the stock, and
we need cash to develop another product. We have a plan to go to market through 4
potentials channels as follow.

The first channel is a retail channel, which consist of bookstore, toy
store, selling growing kits store. Now, we are selling sunflower sprout growing kit at
Pailin Booknet. We are planning to sell the next products to the right channels as we
defined as premium and non-premium products.

Bookstore is good channel to sell our product because it is easy to
position the product, and the product can be outstanding when position with books. On
the other hand, toy store is not good channel to sell our product because they ask for
consignment, and the product will not be outstanding because it will be placed with
other toys.

We have research the condition if we would like to sell to the toy and
gift store as table 3.1. Most of it asks for consignment except Robinson, but they do not
open for new suppliers currently. However, consignment is the standard term of

payment of this industry; it is negotiable when we discuss with them.



Table 3.1 —Toy and gift shop store condition
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Considering Term of
Store Process ) GP Remark
Time payment
The Mall | Send profile 30 days Consignment | 35% | Place the product
to email and for new| in temporary area
make an enter | for the first month
appointment to see feedback and
possibility to sell
Central | Send profile 30 days Consignment | See | See product first to
to email and product| categorize the
make an first product, and
appointment negotiate about GP
accordingly
Robinson | Send profile 30 days Consignment/ | 50% | They don’t open
to email and Credit for for new supplier,
make an non- | but they would like
appointment brand | us to send profile
to review
Zeen Send profile 15 days Consignment | 38%
Zone | to email and
make an
appointment
Be Trend | Send profile | 30 days (if | Consignment |40-45%
to email and shelf is
make an available)
appointment

The second channel is school. We would like our product is taken into

school’s course. We sell to the school both of direct sell and via school distributor.

However, after we talked to schools, the school’s buyer said that they

buy things from teachers’ requirement only. Therefore, we have to sell to the teachers

to demand the products and order to the buyer.

The third channel is e-commerce. We have a plan to sell through

Facebook for 95 baht, excluded transportation cost, and e-commerce websites such
Ecrater for 9.99 USD.

The forth is non-profit organization. We would like them to share
their media and channel that can communicate to their member to buy good luck plant.
We will give them a part of profit in return. They might accept our offer because they
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have a problem of unstable revenue stream.

Besides, there is an opportunity to go to international market. From
our research we have found that European market and Asian market are interesting
because of market size and consumer behavior. There are more information in 3.3.3
Opportunity in SWOT.

3.2.4 Promotion
3.2.4.1 Advertising and Promotion Strategy

We communicate differently in each channel because the
customers are different. We create awareness of our products through product
consultant (PC) in retail channel because PC is the one who can communicate customer
directly in person. We brief our product to PC and give them a brief paper in case that
customer will ask about product information.

Besides, we currently promote Little Toy through Facebook as
online channel. We have a plan to gather our target customer who is parents who have
kids. In the future, we will promote our product more in many online channels such as
community website and e-commerce website. Now, we are promoting it and be ready
to sell on Ecrater.

By doing different communication in each channel for Growing
Sun Flower Sprout Kits, customers do not receive the same message. We can use the
gap to give the dissimilar price to the customers as our strategy that we would like to

sell to each customer’s willingness to pay.

3.2.4.2 Booth Activity

Once we come up with new product, we set the pop up booth to
test the market whether product is suitable for customers and receive insight both
concern and value of the product. Also, we can meet directly to our target group, and
receive insight by asking them. Furthermore, we can sell our previous products to make
sales and get feedback and comment to improve the product.

We tested to sell our first product, sun flower srout growing Kit,
through pop up store at Pailin shop as shown in figure 3.8. The feedback is good in term

of sales volume that we sold 16 pieces at first time in one day. And this can make Pailin
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decided to order the product to sell in the Pailin store.

Figure 3.8 - Little Toy pop up booth

3.2.4.3 Point of Sale
We have point of sale A4 size that attached with the display in
every store as figure 3.9 that we sell the product. It can give more information and what
is inside that product, as well as help for buying decision because we put the discount

price on that.

Figure 3.9 - Point of sale
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3.2.4.4 Toy Fair

L~/ )

HCTDC
\ EEBRB
HONG KONG
Toys & Games Fair 2016

1
;

Spielwarenmesse
International Toy Fair
Mirnberg

Figure 3.10 - Toy Trade Fair

There are 3 interesting toy trade fairs as figure 3.10, which are
Spielwarenmesse in Nuremberg, Germany and Hong Kong Toys, Games fair in Hong
Kong, and International Tokyo Toy Show in Japan. These 3 events are arranged every
year. Also, these events are where international toy markets come together. There are
renowned brands, toy innovations, licensed products, trendy start-ups, buyers of
large chains, and independent retailers. We can see the pictures of these events
through Appendix D.

Spielwarenmesse is the most important event for the toy
industry in the world. There are over 2,800 exhibitors, and 75,000 visitors. Hong
Kong Toys and Games Fair is the most important fair for the Asian market. There are
over 2,000 exhibitors, and 45,000 visitors. International Tokyo Toy Show in Japan has
over 160 exhibitors and 150,000 visitors.

We plan to attend these events after year 5 because it has high
expenditure around 1 million baht per time. However, joining the event is the must
because it is the most important marketplace that we will meet potential international
distributors to sell the products for us in the future. As well, we can test feedback from

the different behavior from the international people.
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3.3 SWOT Analysis

3.3.1 Strengths
We have strong good relationship with Pailin Booknet who has the
most selling distribution points in Thailand; thus, Little Toy will have strong product
coverage in Thailand in retail channel.
Moreover, from our product development strategy, it can make high
gross margin from selling our product, which makes higher Little Toy revenue. Plus,
we are the new comer of child development toy that combines toy with planting activity.

So, our product is a unique child development toy in this period.

3.3.2 Weaknesses

We are very new company who just entered to toy market. So, we do
not have any reputation before. When we connect to potential selling channel or
organization, it is hard that they will corporate with us at first.

Also, competitor can offer similar products quickly because the
production of the product is not complicated in this stage, and if they see the opportunity
in this market, they can come to this market easily.

Our brand, currently, is not strong yet due to lack of capital that doing
advertising and activity.

Little Toy does not have in-house designer at this stage. We have to
hire a designer to design toy for us. So, the cost of hiring designer is high which can
cost the production.

3.3.3 Opportunities

Toy market in Thailand is very huge and growing every year; thus,
we see the opportunity to sell our product to this market especially in middle to low
income which is the big chunk of the market.

Due to changing behavior of reading from book to internet, there is
decrease of book selling in the market (Thaipublica, 2016). So, many book stores are
looking for non-book products to sell to their store so that they can still have income.
From exploration in the book stores, there are many toy sold there; thus, our product
could be sold in the stores as well.
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There is the opportunity in the international market especially
European and Asian market. We found that the European toy market is the largest
market in the world with over 22 billion USD, which is about 27% of the global toy
market. UK, Germany, and France are the top 3-toy market size in Europe. When we
compare the market size date between figure 3.11 and table 3.2, it support together that
these countries are potential toy market even it is not the same year. Plus, these
countries are developed country. So, they have well-educated customers who know
child development toy and growing toy. As well, these countries have potential

distributors to distribute this kind of product.
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From our research we have found that there are many potential
distribution channels are follows.

UK has 2 key channels which are grocery retail and toy specialists.
Grocery retails in UK are Arros, the catalog chain which can reach 20 million household
in UK. Also, they have over 750 stores across the UK, Tesco, and the UK’s biggest
retailer. There are about 3,500 stores, Sainsbury’s, the grocery store in UK who has
1,312 stores, and Asda, grocery stores which has about 600 stores.

Toy specialists in UK are Toy R Us: 81 stores, Toymaster: 250 stores,
The Entertainer: 60 stores, Smyths: 57 stores, and department stores: Debenhams have
167 stores, John Lewis have 36 stores.

Germany also has 2 key channels which are retail and department
store. Retail in Germany is Vedes: 1,100 stores, Idee & Spiel: 1,000 stores, Spiel &
Spass: 420 stores, Duo Schreib & Spiel: 400 stores, Toys R Us: 66 stores, and Rofu: 70
stores. Department stores have Kaufhof: high end retailer: 140 stores, and Mueller with
479 stores

France also has 2 key channels which are retail and hypermarket.
Retails have Toy R Us: 48 stores, King Jouet: 48 stores, Ludendo Group: 247 stores,
MaxiToys: 108 stores, and Club Sajou: 140 stores. Hypermarkets have Carrefour: 1,400
stores, Auchan: 500 stores, and Leclerc 550 stores.

The list of potential distributors is listed in sales strategy part.

Asian market is a potential market as well. Japan, Hong Kong and
Singapore were the leaders in terms of per capita spend among 0-14-year-olds, all
recording more than US$150 per child as figure 3.12 Japan and Hong Kong has the
highest toy export sales value as table 3.2 as well as they have big toy trade fair every
year. So, Japan and Hong Kong can be strategic country in Asian market. For
Singapore, Singapore is an interesting market to sell the product. Trend of urban
farming and vertical farming in Singapore is increasing. We can see by the news.
Moreover, Singapore does not have a space to growing the plant. Most of the people
live in the building that has small space. If they would like to grow the plants they have
to grow it on rooftop. So, it can be an opportunity to sell our product so that they can

grow it in their room.
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TRADITIONAL TOYS AND GAMES PER CAPITA SPEND VS 2011-2016 CAGR (RSF)
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Figure 3.12 - Traditional toys and games per capita spend

3.3.4 Threats

The labor cost in Thailand is higher than India, China, and Vietnam
because in labor cost in Thailand is 300-500 baht per day depended on labor skill
(Prachachat, 2015). Besides, we cannot use alien labor for substitution because it takes
time to train labor having skill. Therefore, we have to focus on the designs that can
markup value in to the product.

The shortages of quality toy designer who can design as company’s
requirement (DITP toy export report, 2016), as well as the shortage of child
development experts are the key success factor of innovative toy in Thailand.

Lack of toy standard certified department in Thailand can cause high
cost when the company sends the product to the agent to send later to lab in another
country to test. The cost of testing per one toy is approximately 8,000 USD which is

very high, and if it does not be certified, it has to test again with another cost.
3.4 Competitive Strategy

We use Porter’s Five Forces model analysis to analyze child development
toy industry in Thailand to understand current situation of the market that related to the

business.
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3.4.1 Competitive Strategy for Thailand Market
3.4.1.1 Threat of new entrants

The threat of Little Toy is very high because we do not have
high capital in this stage. Little toy is easy to copy as well. If a new competitor who is
big companies enters to the market, they will take many of our customers because they
have strong brand. Also, they have high economy of scale to produce the products as
well as high distribution channel which can distribute cover the country.

However, coming of competitors mean that the market size and
market movement are growing as competitive market. It is good that educating people
in term of why child development is important. We currently have a good partnership
with Pailin Booknet who can distribute Little Toy to cover over Thailand; thus, we can
moderately access to distribution channel. And from our product strategy that makes
Little Toy as fast moving product, it can make customer extremely follow us because
they need new toy for their kids.

3.4.1.2 Threat of substitute product or services
Threat of substitute product is high. Substitute products of Little
Toy are other child development toys which the price is quite the same or lower that
placed nearby on the same shelf. For example, playing dough that has the same price
and is placed next to Little Toy, and painting book with color pencil that has lower

price, 59 baht, than us that are shown in figure 3.13.

Figure 3.13 - Playing dough and painting book with color pencil
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Even though Little Toy is new product and has low brand
awareness that can make customers decided to buy other substitute products, we believe
that from our marketing and sales strategy; customers will be educated that Little Toy
is a child development toy, not just growing kits. And that can make more value for

customers to buy Little Toy.

3.4.1.3 Bargaining power of customers

Bargaining power of customers in business to business (B2B)
market is high because those companies mostly are book stores who have a lot of selling
point. They buy for a big lot and distribute to their stores such as Pailin Booknet; they
ask for high distribution margin and listing fee.

Bargaining power of customers in business to customer (B2C)
market; however, is low because our product is very new. Customers cannot compare
Little Toy to other relevant child development product except growing Kits. Therefore,
from value that we add to Little Toy compare with the price that we set, we can have
higher bargaining power than customers. Plus, from the strategy that we set the price
of same product differently in different location, we can markup margin if we sell it

online because the customers are not the same group.

3.4.1.4 Bargaining power of suppliers
Bargaining power of suppliers is low because we use our
product development strategy that we do not invest for any fix cost, but variable cost.
We can control our cost easily and have many choices to choose material suppliers. We
use paper as our main material production in initial stage to save our cost. When the
product is ready for mass market, we still have many manufacturers who can supply
material to us.
Nevertheless, in the future, if we collaborated with Plan Toys to
create innovative waterproof assembly toy, we would have low bargaining power

compared with them because they hold the patent of that innovative material.

3.4.1.5 Intensity of competitive rivalry
Although there are many child development toys is Thailand,
there is no product that is exactly the same as Little Toy because Little Toy is a child
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development toy with base on planting activity. Therefore, there is only indirect
competitor that Little Toy competes with. The indirect competitors are as figure 3.14
which shows Little Toy compare to other products in term of appearance, target

customer, type, and price.

Products/detail Picture Target Customer Type Price/Baht
..W Family plaything from
Little Tey P grawing kit in the form of Qutdoor 95-165
e toy
Pin Toy Child develcgment toy for
"g Indcor 400
(Weoden Toy) - kids
-
Grow it forward \
(Micro Green growing «f Organic and health lover Ouitdoor 450
kit) B
Ban Rai Oai Fun
(Wheat grass growing ..u_. Organic and health lover Outdoor 100
kit) i
QOrganic DIY Organic and health lover Qutdoor B3-119

Figure 3.14 - Little Toy competitors

Nevertheless, we have to build awareness of our brand strong

enough that can protect us from coming direct competitor.

3.4.2 Competitive Strategy for European Market
3.4.2.1 Threat of new entrants

Due to Little Toy is very newcomer of toy market; there is very
significant barrier to entry. Exactly, we do not know market information as good as
exists, and we do not have a channel to distribute our product. Moreover, the market is
very high innovative sector, which there are 3 major corporate companies such as
Mattel, Hasbro, and Lego as market leader. They are very keen in this market, and fully
have being distributed the product to the market already. However, the online channel

is a good opportunity to sell our product at the first stage.

3.4.2.2 Threat of substitute product or services
There are a lot of general toy, educational toy, and games.

These are the main substitute product that Little Toy has to face is very high. Infant and
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preschool toys are the most popular toy category on the European market followed by
dolls, outdoor and sports toys, and games and puzzles, Together these categories
comprise over half of all toy sales in the EU (The European Toy Industry: Facts and

Figures). Thus, these toys can be substitute products.

3.4.2.3 Bargaining power of customers
Since Little Toy is very new company and does not have our
own, we rely heavily on large retailers to sell and raise awareness for the products. They
have the power to reduce the company’s margin and to choose to promote other brand
if a consensus is not reached. The bargaining power of customers in this case is
considered to be high. Therefore, the good partnership with retailers is very important.
There is another solution that can reduce the bargaining power
of customers. It is finding the potential distributor who is keen in the market, and has
high distribution coverage. They will find the right channel to distribute product for us.

However, we have to give the distribution margin to them as well.

3.4.2.4 Bargaining Power of Supplier
We produce our product locally in Thailand. So, bargaining

power of suppliers in term of production is low as mentioned in 3.4.1.4

3.4.2.5 Intensity of competitive rivalry

There are over 5,000 toy companies in Europe’s toy sector
combine both small and medium-sized enterprises (SMEs) and large companies.
Besides, there are imported toy over 7 billion USD in this market. Among these
companies, they are developing new product every time to compete each other in term
of innovative product. Thus, there are a high number of competitors, and so competitive
rivalry is high as well.

The solution is that we should develop the very innovative and
niche toy to compete with this market.
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3.4.3 Competitive Strategy for Asian Market
3.4.3.1 Threat of new entrants
The toy market in Asia is also very competitive. The barrier to
entry is very high. This is hard that new companies, and entrepreneurs, create products
to sell in this market. Also, many well-known brands currently invest a lot of resources
into research and development, which allows them to introduce new products all the

time. The key players in this market are Hasbro, Mattel, Ban Dai.

3.4.3.2 Threat of substitute product or services
As there is a trend of using high-technology gadgets in this
market, toy companies tend to develop technological toy for them instead of traditional
toy. Also, they are looking for video game, computer, and tablet; they are enjoying

about technological devices. Therefore the treat of substitute product is high.

3.4.3.3 Bargaining power of customers
Due to the different of customer’s behavior in each country,
and toy outlets are very concentrated. This can leave toy companies in a very weak
bargaining position with its customers. We need potential distributor to help us for this
problem.
However, there is online channel that could be the opportunity
to sell product directly to the customer. This channel could have high bargaining power

to the customers.

3.4.3.4 Bargaining power of suppliers
We produce our product locally in Thailand. So, bargaining

power of suppliers in term of production is low as mentioned in 3.4.1.4

3.4.3.5 Intensity of competitive rivalry
Respectively, Mattel, Hasbro and Ban Dai are the top three, toy
and game companies in the region. Those companies fight for shelf space, with each
other and every company that makes toys and games, at all of the same stores.

Therefore, the intensity of competitive rivalry is high for traditional toy.
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However, those are the indirect competitors. Little Toy Product
IS an innovative toy that is not the same as common child development toy. So, it could

be challenge about the new segment of toy product.

3.5 Business Environment Analysis

3.5.1 Business Environment Analysis for Thailand Market
3.5.1.1 Social factor

A third of 0-5 age kids have delay development which affect to
their 1Q. The reason behind are lack of good value nutrition, parents support, and media.
Kids should be given value intuition before mother gave birth because it can affect the
risk of abnormal of the kids.

Nowadays, single family has 30% chance to support and grow
their kids by themselves. The rest is under take care of baby-sitter or baby support
center. So, kids do not receive the development as parents need.

Current parents grow their kids by giving them a smart phone
and let them see television instead of doing activity together. It makes kids do not have
a participant with other people (Quality Learning Organization, 2012)

Little Toy can provide family bonding which is the toy that

parents can play together with their kids, and make their kids stay away from the media.

3.5.1.2 Technological factor
There is a computer game addiction in kids in Thailand because
it can decrease development of the kids. Kids do not have participation to other people,
nature and environment around them. The problem is from the parents that do not have
time to grow their kids; thus, there is a gap between families.
Little Toy provide development toy to them. Parents can use
our toy to play together that can reduce the gap between families. Also, it can help kids

having more responsibility to themselves and reduce time spend to games.

3.5.1.3 Legal factor
In case we would like to export agricultural matter, we have to

check the country that we will export to because there is different regulation in each
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country. We have to have import permit from the country we export to as well. Once
we have gotten the import permit, we have to have Phytosanitary Certificate from
export department as well.

In order to have Thai Industrial Standard Certificate to have a
benefit of production, commercial opportunity, confidence of customer, and
transparency, we have to register from Thai Industrial Standard Institute (T1SI) as figure
3.15. It takes time for 43 days after application. The process consist of application,
assessment of quality control (if it does not pass, the department have to check again),

waiting for the checking result, issuing permit, and quality tracking after permitted.

TIS.685-1997

Figure 3.15 - TISI symbol

3.5.1.4 Environmental factor
In Thailand, people are familiar with agriculture since we were
young, and from 10 years ago the organic trend has been growing. The organic food
market value has average 20% growth every year (Express Industry News, 2016). The
awareness of healthy food and organic food are increasing. Thai people are more
interested in healthy food. This factor shows that Thai people are well educating about

agriculture. Therefore, by adding value to the product this related child development.
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3.5.2 Business Environment Analysis for Europe Market

3.5.2.1 Social Factor

The toy market in Europe is the largest in the world, meeting
the diverse and evolving demands of the European Union’s (EU) over 78 million
children (The European Toy Industry: Facts and Figures, 2013)

From our exploration, we have found that parents and children
like educational toy because they are well-educated people. They concern about the
quality of play experience. And, the communication in different languages in different
countries is the must because even though they can speak English, the local language

is still matter to them. We also have found the insight in countries as below.

The UK families spend less quality time together with their
kids, compared to selected other European markets, and had a much more prevalent
materialism & ingrained commercial culture. In short, while this is not a good thing for
society, it’s actually good news for Toy companies in commercial terms, meaning the
UK parent is missing family time and compensating with consumer product gifts
(Practical Guide to do Toy Business in Europe, 2013). Therefore, our Little Toy could
help them in term of family relationship.

German market over emphasizes more educational toy.
Construction is a much larger category in Germany. Wooden toys are more successful.
Thus, we think that the product that we are developing, Assembly Toy, has an
opportunity to sell in Germany.

3.5.2.2 Technological Factor

Due to toy market is very innovative sector. The success of the
sector is dependent on satisfying customer needs. As children’s wishes for toys change
rapidly, the company needs to constantly introduce new products to meet these
changing desires. Therefore, the thing that can help this issue is technology making toy
more innovation.

Furthermore, another key success of technological factor is
R&D aspect. Toy can has high competitiveness with good R&D and technology. Based

on our interview with Plan Toys Company they said that they have to launch new
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products at least two times a year to compete with others in the market in both domestic

and international market.

3.5.2.3 Legal Factor

The common Toy Safety standard in Europe is EU Toy Safety
Directive Testing (EN71). Every single toy, which sells to EU, has to get EN71 before
ship the product to sell in EU. If we have 5 products is going to sell, is has to get those
5 certify. The example of EN71 is as Appendix E

Moreover, we have to put the CE (Confomite Europeene)
symbol as figure3.16 in the packaging. It means European Conformity. This symbol is
attached in the packing with name and address of manufacturer and distributor. Also, if

toy has small pieces, it has to put the Not Suitable for Children under 36 months in the

C€

EN 71

European standards

packing as figure 3.17.

Figure 3.16 — CE and EN71 symbol

Figure 3.17 - Not Suitable for Children symbol

3.5.2.4 Environmental Factor
From DITP toy export report, 2016, they said that the trend of

toy that made with eco-design is growing. There are many company show eco-design
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toy in Spielwarenmesse Toy Fair in January 2016. It is especially applicable to wooden
toys and dolls. The use of wood from well managed forests, water based ink, and
recycled packaging or instruction manuals signals high quality and responsible
production processes and products and also provides the added value of a lower
environmental impact. There is an opportunity to develop eco-design niche toy to sell
in this market.

3.5.3 Business Environment Analysis for Asian Market

3.5.3.1 Social Factor

Today's children, for their part, are growing up faster than a
generation before. Kids aged 12 or above turn to non-traditional playthings such as
video games, computers, music and cosmetics. This development is challenging toy
manufacturers to create innovative toys that capture the interest of children. At the same
time, greater efforts have to be made for pre-school toys due to an increasing demand
for toys that can develop brain power, creativity, coordination and senses of players.
(Toy Industry in Hong Kong from HKTDC Research, 2016)

However, there are still customers who have clear focus on
educational values. Parents increasingly emphasize on children’s development and
realize the importance of learning through play. Manufacturers are seen to respond by
designing toys that aim to enhance children’s intellectual, social, emotional, and/or
physical development. Interlocking bricks like Lego, puzzles and construction sets that
improve hand-eye coordination, patience, creativity and spatial skills continue to be
highly sought-after; board and card games that develop skills (China’s Toy Shoppers:
A Purchasing Behavior Survey (Executive summary) research from HKTDC)

Therefore, we have to target surely about our target market in
Asia because the trend of non-traditional toy is growing, while there are still parents
who concern about child development.

3.5.3.2 Technological Factor
As the life cycle of toys is becoming shorter, this increases the
risk of product development. The impact is that it signals the need to invest in R&D,
develop own design capabilities and create value-added edges so that products cannot
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be replicated by competitors easily (Toy Industry in Hong Kong from HKTDC
Research, 2016)

Moreover, tech-based toys gains popularity, and there is the rise
of kid tablet. These trends imply that Asian children are now enjoying about technology
things even toys. Toy Industry Hong Kong research said that the parents are eager to
allow them to have access to lower-price, kid-size versions of electronic products for
learning purposes such as reading e-books and watching educational videos.

Therefore, the market has the same issue that the market need high
R&D as other markets, but Asian market does not emphasize traditional toy but
technological toy.

3.5.3.3 Legal Factor
Above of EN71 as mentioned in 3.5.2.3 that can use
internationally, there is American Society for Testing and Materials (ASTM) as figure
3.18 and Appendix E, which is toy product quality standard of America. In Asian

market, we have to set at least one of these standard certificate.

ASTM

F 963

U.S. standards

Figure 3.18 - ASTM Symbol

3.5.3.4 Environmental Factor
DITP toy export report 2016 said that the trend of toy that made
with organic matter is growing. There are many company show toy that has parts made
by organic matter such as organic cloth and ink for wooden toy, and organic fabric that
use for doll in Hong Kong Toys and Games Fair 2016. Thus, even the trend of non-
traditional toy is growing in this region; there is still an eco-traditional toy that can serve

those customers.
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CHAPTER 4
SALES STRATEGY

4.1 Channel Strategy

Little Toy starts from booth selling through free events; therefore, we could
learn more from customers during the sales. Afterwards, we focus on bookstores as a
channel of distribution. Based on the interview with the bookstore company, we learn
that the book industry is in the declining stage and the stores have started to evolve by
bringing non-book products to sell. However, they are still not as successful as in the
past. Despite the decline of the industry, the category of books related to parents and
kids are still maintained and increasing in some areas. Thus, we view this insight as an
opportunity to distribute our child development toys. Nevertheless, we will expand to
the other retails as well. Based on the market research with 120 people, we found that

the channels accessed by customers to purchase toys are distributed as followed.

1. Shopping Mall 74.8%
2 Street Market 42.0%
3 Online Channel 27.7%
4. Street Market 23.5%
5 Book Store 9.2%
6 Convenient Stores 9.2%
7 Others 5.0%

Therefore, we will move to shopping mall afterwards as it represents the channels
which the customers usually go. However, the channels contain a lot of competitors,
and do not willing to be the first adopter of the innovation so we need to educate the
market to the certain level before start selling to those high traffic channels.

Apart from the traditional retail channel, we have explored non-profit
organization by cooperating with them to use their communication channel, and sell the

product directly to their members.
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4.1.1 Retail
4.1.1.1 Pailin Booknet

Pailin Booknet is the book store in Thailand which mainly
focusing on low to middle income customers by providing books in a very cheap price.
Although the brand is unknown to the high income individuals, the company has over
6,500 selling points across Thailand which is the strength of their business.
Nevertheless, the traffic of each still is not very high as shown in figure 4.1 which has
around four customers inside the stores. From the observation, the number of customers
are around 3-5 groups within the peak hour, and around 0-2 groups normally. There is
mostly no customer after 7pm. The traffic will be extremely high only on the long

holiday in which the sales are increased over 5 times the normal day.

Figure 4.1 - Pailin Booknet traffic on Saturday

Similar to other bookstores, the company is in the declining
stage and seeking a way to improve their business. Therefore, we have come to the
agreement that we could use make use of the space of Pailin Booknet stores excluding
those within the chained convenient stores and branded hypermarket to test our
products through pop-up booth. Thus, we could test our products through various
locations with different type of customers as shown in Appendix B. The pop-up booth
result for the sunflower sprout growing kits is shown in table 4.1.
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Table 4.1- First product pop-up booth result summarize

Location Sales per day (unit) Group of customers

Those who go back to their

SC Plaza 16 ) o
provinces through Sai-Tai bus.
Those who buy products to sell at

Pantip Ngamwongwan 2 their small retailer and those who
sit in the stores relaxing.
Premium customers walking in

Chaengwattana 6 )
shopping mall

Imperial Ladprao 1 Low income individuals

) Parents and kids walking in

Fashion Island 0 )

shopping mall

The result from pop-up booth suggests that the products are
selling well as a gift for cousins and grandparents to purchase for kids. In Pantip
Ngamwongwan, the customers will consider if the products could potentially sell in
their stores and make a large purchase as a wholesale. The strategy in this channel is
selling with special price in lots and gives away brochures or posters to help them sell
in their stores. The premium customers make their purchase based on children demand,
they ask questions for their children to think and consider then make the purchase if
their children think about it first. Imperial Ladprao has the group of customer similar to
Big C which is low income individuals who are very price-sensitive and spend only a
few amount of money. These groups of people do not have any basic knowledge of why
growing Kits are good for kids. They do not view the products as toys although their
kids are interested; thus, there is no purchase. For Fashion Island, the product testing is
not going very well because of the location. The booth in this shopping mall is rotated
every month, and it is located at the bad traffic area as well as stand across the low price
toy store. Overall, the product has the potential to sell in a certain area so Pailin Booknet
makes a purchase of the product and located the product in the toy category as shown

in figure 4.2.
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Figure 4.2 - Product placement in toy category

The process is to start selling in Bangkok area first covering 11
stores. The result shows that the product is sold very well in transportation channels
which are 2 stores in SC Plaza (tour bus transportation platform) with the average
selling of 4 pieces per week and premium channels including Big C Rama 4 and Central
Chaeng Wattana with the average selling of 5 pieces per week. The moderate selling
locations are Big C Rama 2 and Imperial Ladprao with the average selling of 2 pieces
per week. The rest is not good enough for selling. Thus, we revised the selling strategy
to focus only on the premium channels, and start expanding to other provinces, starting

from Chonburi and Pattaya.

Figure 4.3 - Central Pattaya Beach Figure 4.4 - Central Chonburi
The selling points in Chonburi and Pattaya cover 3 stores
including Central Pattaya Beach, Big C Pattaya, and Central Chonburi. The average
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sales are around 5 pieces per week. For these 3 locations, we have also delivered the
English version of instructions in case of foreigners; however, our product could not
attract the foreigners as the basic growing Kit is not a traditional toy and not providing
the play value to their kids. We expected this issue to be resolved in the next products

launched.

4.1.1.2 Bookstores

The other large chained-bookstores which potentially are
promising to distribute are Se-ed and Nai-in. Both of them demands the consignment
approach and credit term. Therefore, a certain amount of investment is required.
Furthermore, the margin of the product is as high as 67% (3 times the selling price to
the retail) which makes the product a lot harder to sell. The target groups for both
channels are the high income individuals. Furthermore, most customers of these
channels never know Pailin Booknet. The usual price of books within these bookstores
are 2-3 times more expensive than the same books sold in Pailin Booknet, and these
bookstores demand the margin of 35% for book SKU. Both channels are now
expanding to online channel and are selling consistently. The suitable products for these
channels are premium products; therefore, we plan to sell our premium products
through these channels. The other bookstores are not developed non-book category yet

which also become the future opportunity for us.

4.1.1.3 Toy stores
Toy stores are the direct channels suitable for selling our
products; however, popular stores mostly select the products and required the shelving
fee. The branded stores are only suitable for premium products and the competition is
very high as there are thousands of toys for customer to choose from. The non-branded
toy stores are other channels for selling with the low price toys for low to average
income individuals. However, the distributors or strong logistics outsources are

required to sell to those stores.
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4.1.1.4 Agriculture product shop
The agriculture shops are an alternative option for distribution
as our products are the combination of both toys and growing kits. It would stand out
in the shelf and potentially become a unique product. However, the list-in fee and
shelving are required in most of the shops; otherwise, either distributors or logistics
system is required to deliver to all of the stores.

4.1.1.5 Child development center at hospital
The child development center at some hospitals are interesting
channels to negotiate as it would strengthen the safety and healthy feeling of the brand
and attract certain group of customers. Furthermore, this channel is also contain a group

of parents who concern about their children which are the right target group as well.

4.1.1.6 Small retail and street market
The small retail and street market has been perceived as one of
the locations which customers would like to purchase toy from. We have tested by

selling to the small retail in the suburb area.

i

Figure 4.5 - Sale Test in Small Retail

The result is a very low sales volume of only 2 pieces per
month. The reason is that people who purchased toys from these stores or street market
place are not well-educated in the benefit of planting. They purchased only the common
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toys, and toys which aid in subject learning such as English and Mathematics. Thus,
these channels are not suitable for the early adopter stage.

4.1.1.7 Gift Shop
The gift shop is a good location to sell Little Toy product as we
found that the majority of our customers are purchasing the products as a gift, which is
as high as 62.2%, especially in the special occasion. The gift shop has the policy of
product testing by placing the product in the new product shelf to test for 3 months. The
offer is consignment with 50% margin. The selection process is quite complicated and
could require up to 1 year lead time before the product could be listed in.

4.1.2 Online

1 NENLPIETIN ) L
JanauldigSuwaiunmsian

N s b : .._%D ﬂnir#JL.k

g Timeline About Photos Likes More ~ + Add Shop Section

Figure 4.6 - Little Toy Facebook page

The online channels are beneficial to communicate with middle
to high income individuals but are not able to reach the low income individuals. We
have started to operate the Facebook page and posted the content related to child
development, but it is not very well adopt by the customers. The normal content could
not attract the customers to the page. After learning from other successful page, they
have a unique and catchy content that a certain group of people would really like. The
Facebook advertisement is not the fast way of promoting as it needs at least 3 months
until there is an effect, based on the advices from online marketing expert. The product
should be clear before start online marketing as well. The online channels will be the
important channels once the products have been proven to be effective at the certain

level. Our design strategy is using the colorful tone and tries to create the uniqueness
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value to attract the customers. The marketing message will be clear and short in the
cover page.
Apart from using the social community like Facebook to sell

our product, we also tested in the free marketplace called Ecrater.

Home > All Categories > Toy

SELLER INFORMATION

Little Grower [ s030]
Seller

Figure 4.7 - Little Grower Selling Page in Ecrater

There is no list-in fee, and we do not have to pay any margin if
the customers make the purchase by directly coming to our page. However, we have to
pay 2.9% marketplace cost if the traffic has been drawn from the main marketplace of
Ecrater. There is no purchase coming from online channel up until now. The main
reason is low awareness of the product which could be solved by using the
advertisement, and draws the members from other group page to know our products.

The communication plan should be launched after the launch of the developed products.

4.1.3 School
The school is an interesting channel to develop as the order could be
in the form of large volume. We found that the school teachers are interested in using
our products as part of the course in their school. The focus schools are alternative
school, international school and kindergarten school. After we have negotiated with a
number of school; however, the system is not in our favor. The buyer of the school does
not have any power in decision making of what products the schools want while the

teachers who know what is needed find it difficult to pass the demand form through the
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school system. Thus, the best way to sell the product is to talk to the director of the
school which is a very difficult channel to work on.

However, the school could be served as the channels to promote our
products to sell by giving away brochures to the schools to give away to kids monthly.
The interested customers will make an order purchase to the school which will give us
a big volume of purchase afterwards.

4.1.4 Non-profit organizations

Non-profit organizations usually have the problem of unstable
revenue stream, and striving to find the revenue as the donation is not a stable income.
Many of them try to use a committed donation by credit card, but such strategy is not
working very well in the mass group of people. We have the idea from the analog of
Green World Foundation who successfully sells the growing kit through their followers
in Facebook which result in the sales of over 10,000 pieces in just 3 months.
Nevertheless, Green World Foundation could not continue this project because it is very
complicated process for them to manage the volume of the flower pot, and other
business process. Thus, this problem becomes the opportunity for us to sue
memberships and followers for non-profit organizations as a base to communicate our
products to make sales, and divided part of the profit as donation to the organization.
We have contacted and received interest from SOS Children’s Villages Thailand to
work further into detail, and continue this project. We expect this channel to become a

new selling model which serves as high margin and low competition platform.

4.2 Pricing Strategy

The pricing is based on the usage of the product. The market research shows
that the low to middle income customers are willing to pay lower than 100 baht for the
product which could be played only one time, and willing to pay around 300-500 baht
for the products which could be played at least 3 months or more. Therefore, pricing
will take into account the length of play first. After that the products will be benchmark
with competitors in terms of value and functionality. If the functional or emotional

value is higher, the price will be set higher. The booth selling will proof this price
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assumption as we will increase or decrease price according to the customer feedback
and behavior. The sunflower growing kit has the production cost as shown in table 4.2.

Table 4.2 - Sunflower growing kit cost summary

Item Cost Unit

Seed 100.00|baht/kg
1.50 |baht/pack

Soil 0.48|baht/pack
Coconut Husk 1.75 |baht/pack
Flower Pot 5.00|baht/pack
Flower Pot Tag 1.10|baht/pack
Net 1.50 |baht/pack
Printing tag 0.60|baht/pack
Booklet 0.48|baht/pack
Outer Box 0.86 | baht/pack
Plastic Bag 1.00 baht/3 packs
Nametag Sticker 0.11 |baht/3 stickers
Printing 0.08 |baht/3 stickers
Total Production Cost 14.45|baht/pack

The selling price will be different depending on the channels. As customers in
channel for low income are completely different from those who go to high income
channels, there is the opportunity to set the price according to each group’s willingness
to pay. We suggest the retail price of 99 baht for Pailin Booknet while we sell them at
60 baht. We sell the product at 125 baht in online channels excluding 60 baht delivery
feel. The delivery fee is set as a fixed price for the benefit of communication to
customers. The price is calculated from Thailand post price including the packaging fee
for delivery. Therefore, the gross margin would be 75.92% and 88.44% by selling

through Pailin Booknet and online channel respectively. Nevertheless, Pailin Booknet
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has the policy to increase the retail price if the product is selling well and test for one
month. If the product is still selling well, they will keep increasing the price but they
will reduce the price if it is not selling. Our product will remain at 119 baht, but will

focus on selling in the premium channels.

4.3 Method to Boost Sales

4.3.1 Campaign
The campaign which involves the customers to play the products in a
creative way in the form of competition will be created to boost sales. Moreover, the
continuous campaign for customer’s interaction will be implemented continuously to

create the viral and remain active in the market.

4.3.2 Retail Staff Promotion
The retail staffs will help promote the products in Pailin Booknet
during the launch of the new products. This will help educate the customers and make
them get to know the products more. The script and product detail are delivered to the
retails together with the first batch of products. The barrier in boosting sales using retail
staff is the prohibition from Pailin Booknet to execute the commission method to their

staff as they would like them to focus on the house brand the most.

4.3.3 Membership
We plan to have the membership in the future to keep track of the
record of members for data analysis. This information would serve as the data to
develop the promotion suitable for each individual; for example, execute the loyalty
activities, execute the product trade across, and send direct-mail coupons to increase
the spending amount of the customers. The membership system would also help us in

participation in product testing as well.

4.3.4 Activity with Product
The sample product within stores is a great help as it draw a lot of
attention from the customers, and the activity even draw the kids into the stores. We

have tested the activity by growing the products at the counter of the retail, and put the
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sprayer there as shown in figure 4.8 and 4.9. A lot of customers have come to ask the
staff about the products, and the sales have been increased during the period as well.

Figure 4.8 - Sprayer for kids to play Figure 4.9 - Photo of grown product
from staff

Based on this testing, the next step is for us to create the last-long

mockup and place it at each store to boost sales of the product.

4.3.5 Multi-color products placement
We learned from selling in Pailin Booknet that placing 4 colors of the
flower pot together could draw the attention of kids better than leaving the products to

only 1-2 colors.

Figure 4.10 - Four Colors Growing Kit Together
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Although pink and blue colors are the best-selling growing kit, the
sales could be possible only when 4 colors of the products are placed at the same
locations. The kids would come to pick up the products and asked their parents to buy;

thus, kids’ attractiveness is important to sales.

4.4 Future Products Selling Strategy

The future products will focus on bookstore channel within the locations where
premium customers shopped, branded gift shops including Zeen Zone, B2S, and Lofft,
online channels, and non-profit organizations. The focus is depending on the price of
the products which could be divided into 3 segments as followed.

1. Premium price (over 1,000 baht): The product will be sold in retails within
premium shopping mall and online channels with the sells who could
educate the customers on the product.

2. Average price (300 — 999 baht): The product will be sold in premium
retails including shopping malls and bookstores, gift shops, and online
channels.

3. Below average price (less than 300 baht): The product will be sold in
bookstores and gift shops. The strategy of this group of product is to be
focused on offline channels. Furthermore, this group of products will be
sold through the partnership with non-profit organizations to sell through

its membership and fan page.

4.5 International Sales Strategy

The international expansion could be done through distributors which have
high standard in selecting selling products. We plan to focus on European countries and
Asia countries because of its developed distribution network and well-educated
customers in child development. Our criteria in selecting distributors are as followed.

1. Product Line Concentration: The expertise in product line is coordinated
with our product e.g. child development products
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2. Distribution Coverage: The number of retails which the distributors could

cover.

Distributor Resources: The resources within the distributors covered what
the company has lack of with the right service fee, or we could use
outsources to cover what is lack, and negotiate down the service fee.
Distributor Policy: The agreed deal such as distribution margin, term of
payment, term of shipment, marketing plan, budget, etc. should be

acceptable by both parties which leave us enough profit to operate.

The list of distributors for Europe is as followed.

1.

N o 0~ w

Vedes: The distributor covers 8 European countries with 1,050 retailers and
1,150 shops.

Top Toy: The distributor covers 6 European countries focusing on Toy R
Us and BR.

HTI: Exclusive distributor for Plan Toy in Europe.

LTP

Happy People

littleCONCEPTS

Kardwell Hobbs

Based on the discussion with HTI, we found that our products seem to be

confused for toy distributors as they understand it as the gardening product, and would

be suitable for produce/garden supplier. Thus, it would be important to develop the

communication tools to educate on children aspect of the products before selling to

distributors.
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CHAPTER 5
OPERATION STRATEGY

The operation strategy involves the operation of each product. Furthermore,
we create a plan specifying how an organization will allocate resources in order to
support infrastructure and production since the increasing of products lines would be
affecting the operation of the company. An operations strategy is typically driven by
the overall business strategy of the organization, and we design to maximize the
effectiveness of production and support elements while minimizing costs as follows.

i Competitive priorities

2. Operations strategy framework
5.1 Little Toy Product

We are focusing on producing product for creating relationship in family.
The current product is growing kit SKU which already selling in PAILIN booking 10
brands in Bangkok and 1 brand in Pattaya. However, we are on progress of expanding
other 3 product lines which are Good luck plant SKU, Planting storybook SKU and
Assembly growing pot SKU.

5.1.1 Sunflower Sprout Growing Kit

Plastic pot

Sunflower
Sprout
Growing Kit

In sealed bag

« Coconut husk
« Sunflower
sprout seed

« Soil

Tag name

Instruction
brochure

Brand's
sticker on
pot

mesh bag

Figure 5.1 - Sunflower sprout growing kit elements
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The sunflower sprout growing kit SKU consists of the following elements.

1.

2
3
4.
5

plastic pot
coconut husk, sunflower sprout seed and soil
instruction booklet

mesh bag

. tag name and brand’s sticker

5.1.1.1 Operation process

4 ) ) 4 i ) (" ) ( .
Weight Fill in Seal Stick the
+soil ziplock bag «soil name tag on
«coconut hask «50il *cocunut hask each bag
«sunflower «coconut hask *sunflower +soil
sprout seed «sunflower sprout seed «cocunut hask
sprout seed «sunflower
sprout seed
\ J \ J \ J

Figure 5.2 - Sunflower sprout growing kit operation process

The operation process consist of 4 steps as follows

1.

2.

Weight: weighting soil 10 grams. Coconut husk for 10 gram and sunflower
sprout for 10 gram.

Filling the soil, coconut husk and sunflower sprout in each zip lock bag. After
we were selling product in plastic bag. There is problem with the smell and
environment effects. Sealed plastic bag is not safe enough. So the seeds and soil
are spilled out easily. By the result, we change to use zip lock bag instead of
plastic bag.

Seals ziplock of soil, coconut husk and sunflower sprout seeds with seal
machine. The heat from the machine would help each ziplock bag be more safe
and secure from being torn.

Stick sticker tag to each bag, in order to be easy and convenient for customer.
We stick nametag for each ziplock bag. When the customer bought the Kits.

They will be able to follow instruction in package easily.
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5.1.1.2 Assemble process

Sealed ziplock

1 plastic pot bag , [ '
'pk ] P ) « soil (1) 1 Instruction rﬁ::ﬁrgggealgd L unit
sticked wit « coconut husk (1) booklet ¢ of growing kit
barnd’s stciker « sunflower sprout %
seed (1)

Figure 5.3 - Sunflower sprout growing kit assemble process

In the operation and assemble process. We work as the
production line from start to the end. We start with 1 plastic pot stick with the brand’s
sticker. Then, put all soil, coconut husk in and sunflower sprout seed in sealed zip lock
bag into plastic pot. Put the instruction brochure in the pot. Checking all the elements
we needs all set then Cover the pot with mesh bag and tie the tag outside. Then we get
1 unit of sunflower sprout growing kit. We divided materials into 2 parts. The part of

tag printing and other materials using in kits.

Instruction
™ s brochure
=y — name tag
C -
=g consistsof [P Stickertag |
E |__|Brand's sticker on
—
pot
o |- printing ink
=1 material relates paper
I— sticker

Figure 5.4 Sunflower sprout growing Kit printing part
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The first part is printing part consists of the following elements.
1. Paper tag for instruction brochures and nametag for each soil, coconut husk and
sunflower sprout seed’s bag.
2. Sticker tag for the brand’s stick that sticks on each pot.
The printing part has material relates as follows printing ink,
paper and sticker. In case we make the kit less than 1,000 unit, we will print all the

printing part ourselves because of cost efficiency.

— Mesh bag
—{ Plastic pot
» size 3x5
©
s — ziplock bag -I:
< | e | 1 = size 7x11
£ ISP [ SuniTower
Iz sprout seed
o :
— Soil
— Coconut husk

Figure 5.5 - Sunflower sprout growing kit other materials

For other materials consist of mesh bag, plastic pot, zip lock
bag in 3x5 and 7x11 size, sunflower sprout seed, soil and coconut husk. All of these
materials, we only need to buy from the suppliers. We will inform about the material

selection and suppliers later in material selection topic.

5.1.2 Good Luck Plant

The ideas of luck from planting tree, we select the type of plants,
which lead to the good wish and good meaning for the grower. Good luck plant SKU
could reach in the target of customer who loves to plant to good meaning types of tree
and also give it as a gift for the one they have a good wish for. From the mock up, the
sleeve will be the decoration and character for the SKU. Also, inform all the
information and benefit of this product. The sleeve will be the big part for the customer
to make decision to buy good luck plant SKU. The plant we select is also the important
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part of this SKU. We will do the research for selecting the right and meaningful plant.
For now, there are 2 types of plant we use in this SKU, which are marigold and

amaryllis. The plant selection will be state more in material selection topic.

Good luck plant
SKU

In sealed
bag

< Bulb
* soil

Instruction
brochure

Figure 5.6 - Good luck plant elements

The Good luck plant consists of the following elements.
1. Sleeve
2. Pot
3. Bulb and soil
4

Instruction brochure

5.1.2.1 Operation process

( i N 4 i N ( ) ( i N
weight contains seal stick the
. s0il in plastic . soil name tag
bag « pulb each bag
* soil * soil
* bulb * bulb
\ J \ S \ J \ S

Figure 5.7 - Good luck plant SKU- operation process
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The operation process consists of 4 steps as follows.

1. Weight: weighting soil 10 grams. We do not have to weigh the bulb because we
only give one of the bulbs each unit of good luck plant SKU.

2. Fills the soil, bulb in each zip lock bag.

3. Seals zip lock of soil, bulb with seal machine. The heat from the machine would
help each zip lock bag be more safe and secure from being torn.

4. Stick sticker tag to each bag, in order to be easy and convenient for customer.
We stick nametag for each zip lock bag. When the customer bought the Kits.
They will be able to follow instruction in package easily.

5.1.2.2 Assemble process

Sealed

plastic bag 1 - \ 1 unit
1 pot +soil (1) Instruction gessnoe CoreL gy of
- ~bulb (1) brouchuer In pot sleeve goodluck
plant SKU

Figure 5.8 - Good luck plant assemble process

In the operation and assemble process. We work as the
production line from start to the end. We start with 1 pot. Then, put all soil and bulb in
sealed zip lock bag into plastic pot. Put the instruction brochure in the pot. Checking
all the elements we need all set then Cover the pot with sleeve. Then we get 1 unit of
good luck plant SKU. We divide materials into 2 parts. The part of tag printing and
other materials using in Good luck plant SKU.
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Instruction
paper tag brochure
O)|
- _ cover sleeve
== | 1 consists of
"E i
= —] printing ink
(@l
— paper
-1 material relates .
—|Gray—wh|te paper

Figure 5.9 - Good luck plant SKU printing part

The first part is printing part consists of paper tag for instruction
brochures and cover sleeve. The printing part has material relates as follows printing
ink, paper and Gray-white paper which is more durable in order to make for sleeve
covers. In case we make the kit less than 1,000 unit. We will print all the printing part

ourselves because of cost efficiency.

- pot
(7))
=] . size 3x5
3 J— ziplock bag -[
& H consists of size 7x11
= — bulb
=
O —  Soil

Figure 5.10 - Good luck plant SKU - other materials

For other materials consist of pot, bulb, zip lock bag in 3x5
and 7x11 size, and soil. All of these materials, we only need to buy from the suppliers.
We will inform about the material selection and suppliers later in material selection

topic.

5.1.3 Assembly Growing Pot
The combination of playthings is the assemble parts of pot and sticker
for decoration and growing plant. The kids have fun to play with assemble part of the
pot and decorating their pot by stickers. After they made the pot, kids grow the plant
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inside their own DIY pot. The plant grows by kids so they will be happy to see their

own achievement.

decoration
sticker

paper pot

packaging

Assembly
growing pot
SKU

Instruction

brochure In sealed

bag
* seed
« soil

Figure 5.11 - Assembly growing pot elements

According to the process of design and finding material, it consists of
1. Packaging
2. Rotatable pot
3. Seed, soil and decoration stickers

4. Instruction brochure

5.1.3.1 Operation process

4 N a N f N a N
weight fills in seal stick the
soil Ziplock «oil name tag
*seed «50il eseed each bag

seed *s0il
seed
\ J \ J \ J \ J

Figure 5.12 - Assembly growing pot SKU operation process

The operation process consist of 4 steps as follows
1. Weight: weighting soil 10 grams, and seed for 10 grams.
2. Fills the soil and seed in each zip lock bag.
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3. Seals zip lock of soil, with seal machine. The heat from the machine would
help each zip lock bag be more safe and secure from being tear.

4. Stick sticker tag to each bag, in order to be easy and convenient for customer.
We stick nametag for each zip lock bag. When the customer bought the Kits.

They will be able to follow instruction in package easily.

5.1.3.2 Assemble process

. 1 1 unit of
plastic bag 1 _ ARomiE uni
1 paper pot « sail (1) Instruction W decoration i assembly

« seed (1) brouchuer sticker packaging SS?VSVES

Figure 5.13 - Assembly growing pot assemble process

In the operation and assemble process, we work as the
production line from start to the end. We start with 1 paper pot with assembly part, soil
and seed in sealed zip lock bag, 1 instruction brochure, and 1 decoration sticker.
Checking all the elements we need all set then put into the packaging. Pack and seal the
packaging, then we get 1 unit of rotatable pot SKU. We divide materials into 2 parts.
The part of tag printing and other materials using in Assembly growing pot SKU.

Instruction
papertag =1 prochure
paper pot

g’ o4 consists of
" — sticker decorationl
'E‘ i
. — inting ink
= printing in
(@1
paper
Gray-white paper
=1 material relates

sticker

Figure 5.14 - Assembly growing pot printing part
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The first part is printing part consists of paper tag for
instruction brochures, paper pot and sticker decoration. The printing part has material
relates as follows printing ink, paper and Gray-white paper which is more durable in
order to make for assemble part. For the assemble part pot, we plan to pre-order from
the factory with the minimum 1,000 pieces for printing and process into box-shape. For
instruction brochure we print it ourselves if less than 1,000 unit because of cost

efficiency. For sticker, we plan to pre-order from factory with minimum 1,000 pieces

as well.
= ize 3%5
< . size 3x
s ziplock bagH =
= : size 7x11
& H consists of seed
& Soil
(o]

Figure 5.15 - Assembly growing pot other materials

For other materials consist of seed, soil, and zip lock bag in 3x5 and 7x11 sizes. All of
these materials, we only need to buy from the suppliers. We will inform about the

material selection and suppliers later in material selection topic.

5.1.4 Planting storybook
The idea of planting storybook SKU came from insight of customer
who bought our products. The product is designed for the parents and kids and the
relatives who is willing to buy for a gift to their cousin. We found that kids love to listen

to storytelling from parent and reading the same old storybook every day.

decoratio
n kits

Planting
storybook
SKU

Instruction
brochure

packagin
g box

storybook

Figure 5.16 - Planting storybook elements
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The process includes writing the storybook for kids, designing each element and finding
the proper material. The planting storybooks SKU consist of the following elements.
1. Packaging box
2. Storybook
3. Seed, soil
4. Instruction brochure
5

Decoration kits

5.1.4.1 Operation process

weight fills in seal stick the
0l Ziplock « soil name tag
« seed « 50il « seed each bag
« seed «s0il
*seed

Figure 5.17 - Planting storybook operation process

The operation process consist of 4 steps as follows

1. Weight: weighting soil 10 grams, And seed for 10 grams.

2. Fills the soil, seed in each zip lock bag.

3. Seals zip lock of soil, with seal machine. The heat from the machine would help
each zip lock bag be more safe and secure from being tear.

4. Stick sticker tag to each bag, in order to be easy and convenient for customer.
We stick nametag for each zip lock bag. They will be able to follow instruction
in package easily when the customer bought the kits.

5.1.4.2 Assemble process

. S&ggbw L assemble 1 unit of

) . 1 in planting

Decoration i - soil (1) Instruction W b ackagin storybook
kits « seed (1) brouchuer y P bo>g< g Sr){(u

Figure 5.18 - Planting storybook assemble process
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In the operation and assemble process, we work as the
production line from start to the end. We start with 1-decoration Kits, soil and seed in
sealed zip lock bag, 1 instruction brochure, and 1 storybook. Checking all the elements,
we need all set then put into the packaging box. Pack and seal the packaging, then we
get 1 unit of planting storybook SKU. We divide materials into 2 parts. The part of tag
printing and other materials using in planting storybook SKU

=1 decoration kit
= packaging box
Instruction
J' brochure
= paper tag
= consists of =
o) =1 sticker tag
(e
E a =1  storybook
e k-
o printing ink
paper
. sticker
=1 material relates

I— paper box

Figure 5.19 - Planting storybook printing part

The first part is printing part consists of paper tag for instruction brochures, decoration
kits, packaging box, sticker tag and storybook. The printing part has material relates as
follows printing ink, paper, sticker, and paper box which is more durable in order to
make for box shape. For the decoration kit and packaging box, we plan to pre-order
from the factory with the minimum 1,000 pieces for printing and process into box-
shape. For instruction brochure and sticker tag we print it ourselves if less than 1,000
unit because of cost efficiency. For storybook, we plan to pre-order from printing
factory with minimum 1,000 pieces. The printing factory need at least 30-45 days for

printing per order.
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- size 3x5
ziplock bagH
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Other materials
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Figure 5.20 - Planting storybook other materials

For other materials consist of seed, soil, and zip lock bag in 3x5 and 7x11 sizes. All of

these materials, we only need to buy from the suppliers. We will inform about the

material selection and suppliers later in material selection topic.

5.2 Operation timeline

12 weeks
- 4 weeks
Planting
storybook Assembly growing
pot SKU

2 weeks

- Goodluck plant
SKU

- Sunflower sprout
growing kit SKU

Figure 5.21 - Operation timeline

The timeline for each SKU as follows, the operation period of Good luck

plant SKU and sunflower sprout growing kit SKU take about 2 weeks. The assembly

growing pot SKU takes 4 weeks. Lastly, planting storybook takes operation time forl2

weeks.
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sunflower sprout growing kit SKU 14 days (2 weeks)

day 1-5 day 4-5

buylfrlwg materllels ) Printing day 6-10

* suntiower sprout seeds

« s0il P « tag name - i o = day 11-14
« mesh bag « stickers operation and assmble

« coconut husk « instruction brouchure into 1 unit -

« plastic pot deliver to the

warehouse,

* paper distribution center

« sticker

Figure 5.22 - Sunflower sprout growing kit operation timeline

5.2.1 Sunflower sprout growing kit lead time

Day 1-5: buying material. We plan and contact all the suppliers who
selling all material relates. Comparing the price, quality and lead-time for deliver all
material to our warehouse. In the fifth day, all the materials need to be ready to get in
another process.

Day 4-5: in the meantime, we print all the printing. The printing is tag
name, stickers and instruction brochure. If less than 1,000 pieces we print all printing
ourselves, more than 1,000 we plan to order from the printing factory.

Day 6-10: all the material and printing are ready. Then we move to operation process
and assemble into unit. The same amount as we received the order.
Day 11-14: the finished unit SKU will be stock in our warehouse. Get ready to ship to

the distribution center.
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Goodluck plant SKU 14 days (2 weeks)

day 15 day 4-5
bu;q:)ng materials orinting 1day 6-10 -
*pu . i |
« soil « instruction brouchure operation and assmble day 11-14
: pa}pEr into 1 unit
:St"; er deliver to the
pot warehouse,
printing distribution center

* sleeve

Figure 5.23 - Good luck plant SKU operation timeline

5.2.2 Good luck plant lead time

Day 1-5: buying material. We plan and contact all the suppliers who
selling all material relates. Comparing the price, quality and lead-time for deliver all
material to our warehouse. In the fifth day, all the materials need to be ready to get in
another process. The sleeve, we plan to order from the factory with the minimum
amount 1,000 pieces per order. The lead-time for sleeve is 1 week

Day 4-5: in the meantime, we print all the printing. The printing is
instruction brochure and sleeve. The instruction brochure, if printing less than 1,000
pieces, we print all printing ourselves. If more than 1,000 we plan to order from the
printing factory.

Day 6-10: all the material and printing are ready. Then we move to
operation process and assemble into unit. The same amount as we received the order.
Day 11-14: the finished unit SKU will be stock in our warehouse. Get ready to ship to

the distribution center.
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Assembly growing pot SKU 30 days (1 month,4 weeks)

1day 1-15
day 1-5 y
. 1 day 5-10
1.buying 1.order
materials decoration — 1 day 16-21
" seed sticker printing [ -
* soil «instruction ti q y
« paper 2.order paper | brouchure ggsr:lab:gr;natg ]
" sticker pot "name tag unit deliver to the
3. order warehouse,
' - distribution
ackagin
g 9ing center

Figure 5.24 - Assembly growing pot operation timeline

5.2.3 Assembly growing pot lead time

Day 1-5: buying material. We plan and contact all the suppliers who
selling all material relates. Comparing the price, quality and lead-time for deliver all
material to our warehouse. In the fifth day, all the materials need to be ready to get in
another process.

Day 1-15: in the meantime, we order all the decoration sticker,

packaging and paper pot from printing factory. it takes 15 days per order to produce.
The minimum order is 1,000 pieces per order.
Day 5-10: in the meantime, we print all the printing. The printing is instruction brochure
and name tag. The instruction brochure and name tag, if printing less than 1,000 pieces
we print all printing ourselves. If more than 1,000 we plan to order from the printing
factory.

Day 16-21: all the material and printing are ready. Then we move to
operation process and assemble into unit. The same amount as we received the order.

Day 22-30: the finished unit SKU will be stock in our warehouse. Get

ready to ship to the distribution center.
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Planting storybook SKU 90 days (3 months,12 weeks)

day 15 day 1-45

1.buying 1 order | day 46-54

materials ) . . | _

©seed deC(()jratlon kits " finting day 54-75

*soil 2.0raer - instruction . day 76-90

* paper st(_)ry_book brouchure ggs(er:]ak)t;grl]né}(rc])dl y

« sticker printing * name tag unit deliver to the
3. order warehouse,
packaging box distribution

center

Figure 5.25 - Planting storybook SKU operation timeline

5.2.4 Planting storybook lead time

Day 1-5: buying material. We plan and contact all the suppliers who
selling all material relates. Comparing the price, quality and lead-time for deliver all
material to our warehouse. In the fifth day, all the materials need to be ready to get in
another process.

Day 1-45: in the meantime, we order all the decoration Kits,
packaging box and storybook from printing factory. It takes 45 days per order to
produce. The minimum order is 1,000 pieces per order. The storybook, we need to
check and proof the printing plate each order to be sure for the standard and quality.
Day 46-54: in the meantime, we print all the printing. The printing is instruction
brochure and name tag. The instruction brochure and name tag, if printing less than
1,000 pieces we print all printing ourselves. If more than 1,000 we plan to order from
the printing factory.

Day 54-75: all the material and printing are ready. Then we move to
operation process and assemble into unit. The same amount as we received the order.

Day 76-90: the finished unit SKU will be stock in our warehouse. Get

ready to ship to the distribution center.
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5.3 Competitive priorities

According to marketing plan strategy, Little Toy has plan for the design and
management of the operations function in ways that support the business strategy. We
focus on specific capabilities of the operation that give Little Toy a competitive edge.

There are 4 categories of competitive priorities.

Table 5.1 - Competitive priorities

Operations Compete on SKU1 | SKU2 | SKU3 | SKU4 | SKUS
performance
Cost Low price v 4 v
Quality High quality 4 v v
Speed Fast delivery o 4
Dependability | Reliable Delivery v v v v v
Frequent new products
Flexibility Wide range of products
Changing the volume/timing of product deliveries

5.3.1 Cost
Little toy offers products at a low cost relative to the prices of
competing products. The role of operations strategy is to develop a plan for the use of
resource. With the ability to produce each SKU with low cost, we plan to keep core
material by paper due to the cost of printing is cheap. For the plastic mole takes a lot
more investment cost. Also, the low cost of production, we plan to produce the product

when we get the order and keep the stock to be the small number.

5.3.2 Quality
Little toy offers products by produce in accordance to specification
without error. In each process we have the QC to check the quality of the product. Start
from material selection, production process, checking the material we ordered from
factory. Until assemble process, every part of product will be in 100% quality before
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packing and deliver to the customers. Each order, we plan to cross check to keep the

consistency quality.

5.3.3 Time
We are not only offers the quality products but also the ability to do
things quickly in response to customer demands and thereby offer short lead times
between when a customer orders a product and when they receive it. With the timeline
process, we are working on schedule and delivery on time with the best quality to the

customer.

5.3.4 Dependability
We plan to use the suitable shipping company to send out our
products in the good conditions. Also, we plan to deliver products in accordance with
promise made to customers same like we promote. The quality of the product the
customers got will be the same. We plan to promote the guarantee period to return our

products or refunds if they don’t like or found mistake from the product in 7 days.

5.3.5 Flexibility

Little toy has the ability to change operations in 4 aspects. First, we
can change volume of production; we mostly produce in amount that reasonable to the
order we have got. Also, we have a plan for projection and do the forecast for the
upcoming order. Moreover, the pre order option will be convenient for little toy set the
volume of production. Second, we can change the time taken to produce. The period of
production time is scheduled, but we can make it flexible to the order each time. By the
reason, good relationship with suppliers and the printing factory. Third, we have ability
to innovate and introduce new products. We plan to have in-house design production
to be one of our departments. The scope of work of design department is generating the

ideas and design new products constantly.



5.4 Operations strategy framework
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Figure 5.26 - Operations strategy framework

5.4.1 Product design
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As we are the family plaything project, the design for each SKU is

really matter. Now we have to working with freelance to create and design each product

with the core idea from members of team. This way is not work in the long term.

Therefore, we plan to have the department of product design in Little Toy. The benefit

are the ideas for new toys to be generate all the time, fix cost but in the small amount

comparing to hire freelance.

ideas edit and
generate prototype update
(@) (o) (@) (@) (@)
pitching marketing
testing

Figure 5.27 - Process design and timeline

0]

launch
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We plan to work on timeline; the period of 1 design takes 30 days (1
month). After we get new design, the new design will be on process of production. We
divide the timeline into 6 steps.

Step 1: idea generate by collecting the ideas of new SKU at least 10-30 ideas

Step 2: pitching the ideas by presenting the ideas along with the reason and market
research back up. Selecting 3-5 ideas to work in-depth.

Step 3: making the prototype or mock-up. The mock up could bring from the idea into
product. In order to make it more clearly on the material, shape, mood and tone.
Importantly, the mock up make the team to understand the possibility and the barrier of
production.

Step 4: Testing on the market, we plan to have 3-10 pieces per 1 idea to test on the
market. The place we plan to test would be schools and pop-up booths at shopping mall.
The school is for getting insight from children by observing the way they play and
feedback. The pop-up booth at shopping mall is for getting the insight from parents and
cousin who buy gift for their grandchild. Getting the comment, feedback and
willingness to pay of the target customer.

Step 5: edit and update, gathering all the feedback and comments then analyses into
core value insight. Then, update the prototype follows by the feedback. Step 4 and step
5 could be more than 1-2 times. We plan to do step 4-5 at least 2-3 times until we get
the right SKU’s idea.

Step 6: launching the new SKU on the market. After we get the new SKU, we plan to
start the production along with the scheduling timeline. Launching on the market at the

right time we set.

5.4.2 Material selection

Table 5.2 - Material selection

Material SKU1 | SKU2 | SKU3 | SKU4 | SKU5

Pot v v

Seeds and bulb v v v v v
Soil/soil disc v v v v v
Coconut husk v

Mesh bag v

Sticker v v v v v
Paper v v v v v
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1. Pot: low-volume, we currently use plastic because of the cost
efficiently and easy to find. In the future, high-volume, we consider in 2 options. First,
we will invest to build the mole for our own plastic plant pot. Second, to fix the problem
of out-of-stock plastic plant pot, we will change the material from plastic to other
materials. We have 3 kinds of materials to consider which are corrugated paper, hard
board paper and the powder box with higher-gram of paper. With following reasons: 1.
corrugated paper sticks with powder box, the pro for this option is the material is hard
equals as plastic. The con is costly that could effect to the cost of production. 2. Hard
board paper, the pro for this option is the cost is not high comparing to corrugated paper.
The con is the material is kindly hard but not equals as plastic. 3. The powder box with
higher-gram of paper, the pro for this option is the cost is low comparing to other
options. The con is the risk of out- of- stock from the market.

2. Soil, coconut husk, seeds and bulb: these 3 materials are the
main elements for our product (first SKU). However, the agriculture products are
homogeneous so we will not face the problem of is scarcity at the current. The
purchasing strategy for each material as follows:

3. Soil: we buy from the supplier from the market in a good
condition, good quality and price. The supplier is well-known and capacity so they will
be able to deliver the soil as long as we need. In the future with high-volume, we will
have at least 5-10 more suppliers with the same standard we set. For
international market, the soil could be the barrier of exporting so we explore on Coco
Substrates, which is product that can use instead of soil for growing plant. First, Rang
Sawan Co., Ltd., the company produces Coco Substrates made from coconut husk. The
product can export; there are historical evidence of exporting to USA, Singapore,
Holland, Japan, Cambodia, Laos, Vietnam, China, and Taiwan. The Minimum order:
free mold if we order over 10,000 units. If not, we have to pay around 40,000-80,000
baht per new mold. Ingredient is coconut husk, burned stone, lime, and etc. the product
can use for every kind of plant with 2 years shelf life. Along with Production capability:
small SKU is 3,000 units per day/ large SKU is 50 units per day. Second, Knaap
(Thailand) Co., Ltd is made from coconut husk. Manufacturer price is 1 baht per liter,

and we have to pick it up by ourselves. They are at Suratthani, south of Thailand.
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However, they have a wholesaler in Bangkok. They use to export, but their product is
not organic because they do not have organic certificate.

4. Coconut husk: we buy from the supplier who owns the coconut
plant. The area is about 100-200 Rai. So they will have plenty of coconut husk to sell
every month or anytime we need. In the future with high-volume, we will have at least
5-10 more suppliers with the same standard we set.

5.  Seeds and bulb: We currently buy from the suppliers who
mainly produce sunflower sprout seeds sells in the market all over Thailand with
delivery service. The high quality with stripe on the surface of the seeds in a reasonable
price. They claim 95% guarantee of growing and claim as organic seeds. In the future
with high-volume, we will have at least 5-10 more suppliers with the same standard we
set. For the bulb, we have at least 2 suppliers who are the wholesalers for bulb in
Bangkok, located in Mahachai and Sanamluang 2 respectively, so they always have
bulb on stocks to sell anytime we need. The condition for keep bulb as follows they
need to keep it in flow area, in seal package could lead to be rotten. So we should keep
bulb in the package that the air could flow in and out. The bulb can be kept in sealed
package only 2-3 weeks maximum.

6. Mesh bags: the mesh bag is quite hard to find in retail. We
currently buy mesh bag from “Sam-Peng” market in cheap price. However, in the future
with high-volume, we will contact with the plastic plant to product mesh bags mainly
for the customization. We will have at least 5-10 more suppliers with the same standard
we set.

7. Sticker: the brand’s sticker has to stick to the surface of the
plastic plant pot. Nevertheless, we have concern about the condition that the kids who
play our product have to watering the plant every day. Currently, we come up with
solution by the best quality of stickers that not be torn by watering and with the best
condition. In the future, we will find the better quality of sticker.

8. Paper: the paper is the main material we use on the SKU. The
packaging box, sleeve and rotatable pot are produced by the factory so we only need to
check the quality and spec before getting produce. We mainly focus on the quality and
durable of the paper. The paper tag and stickers and paper for instruction brochure made

from 80-100 grams paper, which easily find on the market. We have the supplier
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provides paper even in the rush time or only in small amount. For planting storybook
SKU, The products required the manufacturer to be able to product pop-up. The
minimum volume is very high. There is one manufacturer who is willing to help us
product one, but the design needed to be finished and clear. The cost of the product will

be known once we have the finished prototype.

5.4.3 Quality management

The material we select must be friendly for children. The children can
play without concern from the toxic that might be in the materials. We select the
materials are on the standard with the guarantee from the organization. For example,
the certification or guarantee from Thai Industrial Standard (T1SI). No toxic element
like tar, lead which could affect to children. In the future, we plan to consider on 100%
natural material. There are benefits in many ways. First is the value for the customers
to get the best quality of material that safe for their children; especially in premium
market. Second, the more value we have so we can mark-up the price and in the future
when we scale-up into international market, the standard and quality of material would
be comparative advantage for us in the bigger market. In the operation, products we
produced should be under the Quality control (QC), a procedure or set of procedures
intended to ensure that a manufactured product or performed service adheres to a
defined set of quality criteria or meets the requirements of the client or customer. In the
period of time that is to come, our products will have the same quality as Japanese
products with the standard of exporting product. In order to meet the standard of

European countries when we scale-up into international market.

5.4.4 Inventory
5.4.4.1 Code System

A B 0 D E F G H I J K L M
. . . , Laa . . TNRAET PRWM PR . % Margn
Cote  Haum (mwnasngy) efur (mwilne)  nner Code Speciic  WUTWA  MWFEMSINNY M ) nanedin AN
[ﬁma) (lisau VAT) (990 VAT) nuyin
00001  Litie Sunfowersprout Growing Kit gagniusownumsiuwinder o000t @b wylewimign  24-Mar2016 . 56,07 6000 11900 4358% wielni
00001  Litie Sunfowersprout Growing Kit gagniusewnumeiuwinder 00002 Fawy  wylewinign  24-Mar2016 . 56,07 6000 11900 4358% wielni
00001  Litie Sunfiowersprout Growing Kit gagniusewnumeiuwinder 00003 Auiies wylewinign  24-Mar2016 . 56,07 6000 11900 4358% wielni
00001  Litie Sunfiowersprout Growing Kit gagniusewnumsiuwinder 00004 s wylewinign  24-Mar2016 . 56,07 6000 11900 4358% wielni
00001  Litie Sunfiowersprout Growing Kit gagniusawnumeiuwinder  oocos @ wylewimign  24-Mar2016 . 56,07 6000 11900 4358% wielni
| — |

Figure 5.28 - Code system
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Currently, we separate the product types as code and inner code.
By the code running we know the total number of products in each category we have
from the operation. The codes run from 0001 to xxxxx for each type of products we
created. From the code running we know the total number of products in our operation.
Our first product, sunflower spouts growing kit, so the code is 00001. For inner code,
we divide code of Little Sunflower spout Growing Kit into 5 codes. The codes run from
00001 — 00005, which are 5 colors of plastic plant pot we are selling. Along with the
brand for each product, the date we stared to sell, the price we sell both before and after
tax (wholesale price), the retail price, the margin we get and the status of each product.
However, in the future we will match between codes of stock in the warehouse with the

code of product. We will create code system.

5.4.4.2 Accounting

alB| c | D E I F ] H I J K L M N o
1 |No. i’u\uinu\ 1 \ TN | sz \ Tusien nedu \ ey \v’ww (#) \ S/ e | Stock LatleadelRemark‘ (A0 \
28 27 25 12 2558|wrapsmns iagnrsuin Alive Salad $49.00 $337.00
20 2825 12 2658|MuidanuAsiuen AriagnsHEe NN $80.00 $257.00
30 2925 12 2658|iFAnyTa-ums Miaqnsain nBIREN $15.00 B242.00
31 30 2 12 2658|quwanadnla Miaqnrsain Alive Salad $65.00 B177.00
32 3126 12 2558|dugaununy e 12AY Alive Salad B120.00 2 i $297.00
33 3228 12 2558|dugaun o AT 1Ay Alive Salad B120.00 2 o B417.00
34 3328 12 2558|dugaunum TMUULUNA RO Alive Salad $80.00 2 o B497.00
35 3428 12 2558|dugaunumMuULUNA 100878 Alive Salad B120.00 4 i B617.00
3 35 2 1 2550 gaugndwsoumunsiuian iRl myiamingn B120.00 1 o B737.00
37 3 3 1 2550 |mlsonTusienzeld 220810 Egg Project B9,495.00 2230 Buq $10,232.00
3 3726 1 2550|winiugonunzii MiansHin myiaminygn $80.00 £10,152.00
39 38 26 1 2559w Flulfy Grow Kit H0ATY myasinugn B120.00 1 Buq $10,272.00
40 39 31 1 2559|Awenin event root garden #111 Prototype/Explore NEINAN 120,00 #10,152.00
4 4022 2 2550|Ansxenssaningd Ad 20 wiu FiagnIHEe mylasinugn 1#169.00 $9,983.00
42 41 22 2 2550|fnseaneiiun 25 nann AriangnsHie mylasinUgn #175.00 $9,808.00
43 4222 2 2659|dwedA aldindu wyasinugn $52.00 $9,756.00
44 4315 3 2659|nuorn 65 nseane miaqnrsain myasunUgn 1440.00 $9,316.00
45 44 16 3 2659|Google adword Fianmnin Alive Salad B110.00 $9,206.00
46 45 16 3  2550|gadudaunumsiuasiuEaunuar Ui EIR 1OAIY Alive Salad B180.00 3 Website $9,386.00
47 4522 3 2550\ nseAnsaiiningd Ad 50wy FianmHin myiasinugn $180.00 $9,206.00
4 4616 3 2550|@Aninas label 2 nday finansHin myasinyan $50.00 $9,156.00

Figure 5.29 - Accounting code
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Figure 5.30 - Lists option



88

We are currently using the accounting system to record all the
materials we bought in order to use for the operation and the money we get from selling
the products. This system will be benefit for us to see the cash flow that running in our
project. Recording the data could help us to analyze the financial situation of the
project. We will find out what we are doing and heading to, if we spend too much cash
on project that not create revenue for us or not. This system could help us for cash flow
management. As we created products ourselves so there will have many lists to record.
By the accounting system would help us to be clear and convenient for monitoring the
movement of the money we spent and money we got from selling stuff, also we will
know the amount of money we have left in the system. Accounting system form consists
of: list number, date/month/year, the name of list, types, what type of projects, cash in
or cash out, number of products, channels we spend or getting the money from, stock
lots; links to stock system so we could check the stock in our system in the same time,
code of the products, balance in cash. In the future, we will have many SKUs, so we
will improve the system to be more efficient and users-friendly but still having the

details for analysis and speculate the short-term and long-term cash flow in team.

5.4.4.3 Stock System
The stock system we are using is Stock lots: the number of stock
lot will start with 00000 to XXXXX. With the remark that the material and other
supplies would be coded as 00000 but for the finished products will be started with
00001-XXXXX. In the future, we will improve from stock lot into the code system that
is convenient to stock and us. The system would help us to manage the inventory and

make the least cost from stock lost occurs from poorly stock management.

5.4.4.4 Inventory Management
Currently, the distribution center will manage the delivery to
each branch weekly. We are now delivery to 8 branches of Pailin Booknet consists of
8 branches in Bangkok which are Imperial Ladprao, Imperial Samrong, Zeer Rangsit,
Big C rama2, Big4 rama4, Pantip Ngamwongwan, SC plaza (in front of black canyon),

SC plaza (in front of Donut shop). The distribution center will manage the route by each
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day. In 1 week the products will be delivering to every branches. The schedule as
follows:

Monday: the truck from distribution center wills delivery to Big4 rama4

Tuesday: the truck from distribution center wills delivery to Zeer Rangsit, BigC
rama2 and Imperial Samrong

Thursday: the truck from distribution center wills delivery to SC plaza (in front
of black canyon), SC plaza (in front of Donut shop) and Pantip Ngamwongwan.

The supplier will plan to order our product when there are only 2-3 pieces left
each branch and the supplier will call us to prepare, the lead time is 1 week. With the
system that all the P.C. at each branch will check current stock at the end of the day. If
they have only 3 piece left, they will call back to the head center to order products and
deliver to them in the 1 week, as the delivery schedule. Our assumption is each branch
will sell 2 pieces per day. First time delivery 20 pieces each branch. So each branch
will run out of stock in 10 days.

Total inventory cost = total carrying cost + total ordering cost

= CP (Q*/2) + F(S/Q) =512
* =root (2FS/CP)

C = annual carrying cost = 20% of inventory

P = purchasing price per unit = 60 BHT for Pailin Booknet

Q* = Number of units per order

F = fixed cost per order = (25% of 60 baht) 15 BHT

S = annual usage in units = 52 week* 14 = 728 units

So, Q* =43

With 2 piece per branch for safety stock, total safety stock = 2*8*8 = 128

Weekly usage rate = 2*7*8 branches = 112 units

With 1 week lead-time for ordering, the supplier must reorder when inventory
level = 1*112 =112 units.

The reorder point = 128+112 = 240 units or we need to operate for 240/112 = 2

weeks ahead.
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5.4.4.5 Inventory and Stock System
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Figure 5.31 - Stock spreadsheet and lists option

The inventory strategy is based on the objective to monitor the

number of stock in the warehouse each day and prevent possibility of backlog for sell

in the next period. Currently, we use stock lot number to record number of stock we are

having in the warehouse. According to the figure includes:

1.

Date/month/year: the date we have this product in our warehouse. So it would
be convenient to us for tracking the turnover and selling of each product.

Stock lots: the number of stock lot will start with 00000 to XXXXX. With the
remark that the material and other supplies would be coded as 00000 but for the
finished products that ready to sell would be run from 00001 to XXXXX and so
on.

Name of product/material: we will record all materials we have bought. So we
will record all the quantity of material we use each time convert into how many
number of finished products until when the products be sold, which one is the
best-selling and which one is dead stock. All the record could help us to monitor
and see the turnover rate of our products.

Name of the person who having this product or materials/where the products
take place: this would be benefit for us, when we have orders we will check
from this system to know how many products are in the stock, what colors or
what type of products and how many products in the stock that we can sell,

which products are sold or almost run out of it so we will plan ahead for the
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production. Along with preparing the materials so we could see the number and
plan to purchase more both in kind of materials and the quantity of material.

5. Number of products in and out: we will record when the products and materials
are taking in the stock and how many products or materials are left in the stock
in the period of time.

6. Name of person who responsible for this record: in order to get the record and
refers to the members of the team

In the future, we will improve from stock lot into the code system that is convenient to
stock and us. The system would help us to manage the inventory and make the least
cost from stock lost occurs from poorly stock management.

5.4.4.6 Warehouse Management

For now, we keep the inventory at the management homes so
there are no cost for inventory space. We keep the facilities like soil, coconut husk,
plastic plant pot and sunflower sprout seeds in the packaging that clear and clean also
having a lot of open space through where airy. Include the system we use for stock, so
it would be convenient for us to do stock management system. In approaching time, we
are planning to rent the warehouse in a small size including the following requirements.
First, the position of warehouse should be nearby the operation plant. Second, it takes
place in the city that easy for logistic/transportation services.

There are a number of issues which occur during our prototype
selling, and test selling as followed.

1. The sealed plastic seeds is eaten by rat due to the seal is not tough enough. The
rat could smell of seeds then rat bite it all and we waste over 1 box of sunflower
sprout growing kit SKU. Our solution is to change the packaging for seeds, soil
and coconut husk from plastic bag to Zip lock bag.
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Figure 5.32 - Rat biting the product

2. The soil in the stock got moldy although we use plastic bag with heat sealed
machine but it is not safe and secure enough. The humidity of environment
affects to the package of soil became white and green moldy soil at the surface
of the soil. These will be an issue when we have long-term on shelf or delivery
to other countries. There are 2 solutions we apply as followed.

1. We change the package of soil, from plastic to be zip lock and cover it
with heat again.
2. For international market, we change from soil to be compact disc (soil

replacement material), which is able to go abroad and light weight.

Figure 5.33 - Moldy soil

5.5 Logistics

Logistic strategy, we are currently delivering products to the distribution center.
Then the distribution center will distribute our products to each distribution channels
which are retails and bookshops. Moreover, we are partnership with B2B business. The
company has its own logistic that has to deliver their products to distribution center
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every week. Also, their trucks are never full service. By the all reasons so we have a
negotiation with them to take our product with the company’s logistic each time. Free
of charge for now. In the near future, we have a strategy to outsource the logistic
company to deliver products for us. Outsourcing would be benefit to us if we have an
order in high volume. We analyze the logistic strategy as follows:
1. Low volume-medium volume: we prefer to deliver products ourselves or take it
with the B2B business, we are partnership with. The benefit is free of charge.
2. High volume: we will outsource the logistic company to deliver products for us.
As we exploring, logistic cost would be 1000 baht per time. We will deliver 20
boxes consist of 24 pieces of over products. It means 1 time delivery, full truck; we will
get the revenue 20 x 24 x 99 = 47,520 before vat. Comparing to the cost of delivery is
only 1,000 baht.

5.5.1 Domestic Delivery
5.5.1.1 Offline Channel

branches in

Thailand
. + book stores
order recieved warehouse « retails

checking stock DC
distribution center

Figure 5.34 - Logistic-offline channels

Logistic in domestic we will use delivery truck from the
company as we mentioned. The flow of shipping is as follows.
Stepl: order received, we the person who always stand by for received the order by
phone, line, FB inbox, e-commerce website and email. As soon as we get the order,
we will contact to checking stock.
Step2: checking stock, we have the online stock so we can check the number of
products in any SKU as we have got the order. Then, email the lists of order details of

customer to warehouse.
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Step3: After the warehouse received the order, we will do the order by each customer
by packing in the box, sealed it, re-check about the address and receiver. Then get
ready to ship to distribution center.

Step4: The distribution center of retails and bookstores, they will check the receipt
order and the products then keep all products in DC until delivery date.

Step5: The retail’s distribution center will allocate the stock to each branch they have

and deliver by themselves.

5.5.1.2 Online channels

order recieved warehouse delivery check

o o o o (o)

checking stock Shipping center

Figure 5.35 - Logistic-online channels

Logistic in domestic for online channel is a bit difference.
We will use delivery service by Thailand Post. The flow of shipping is as follows.
Stepl: order received, we the person who always stand by for received the order by
phone, line, FB inbox, e-commerce website and email. As soon as we get the order, we
will contact to checking stock.
Step2: checking stock, we have the online stock so we can check the number of products
in any SKU as we have got the order. Then, email the lists of order details of customer
to warehouse.
Step3: After the warehouse received the order, we will do the order by each customer
by packing in the box, sealed it, re-check about the address and receiver. Then get ready
to ship to shipping center/ Thailand Post.
Step4: At the Thailand Post, we will send piece by piece with “delivery number
records”. The delivery number record is the information we keep and inform to each
customer in order to track the delivery status. This would help to minimize the risk of
losing products during shipping.

Step5: we will update the delivery status for each customer on the webpage.
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5.5.2 International
5.5.2.1 Online channels

order
recieved warehouse agent's hub
(@) (0] (0] (0 (@) (@)
checking Shipping delivery
stock center check

Figure 5.36 - Logistic-International

International logistic for online channel is a bit difference. We
will use delivery service by shipping company as we ship in the big amount of products.
The flow of shipping is as follows.

Stepl: order received, we the person who always stand by for received the order by
phone, line, FB inbox, e-commerce website and email. As soon as we get the order, we
will contact to checking stock.

Step2: checking stock, we have the online stock so we can check the number of products
in any SKU as we have got the order. Then, email the lists of order details of distributors
from each country to warehouse.

Step3: After the warehouse received the order, we will do the order by each customer
by packing in the box, sealed it, re-check about the address and receiver. Then get ready
to ship to shipping company.

Step4: At the shipping company, we will have the copy of receipt order and shipping
receipt to the distributors. Distributors will know when, where they received and
tracking the delivery status. This would help to minimize the risk of losing products
during shipping.

Step5: we will update the delivery status for agent and distributors by sending email.
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CHAPTER 6
FINANCIAL PLAN

6.1 Revenue

Our revenue primary comes from selling our products. For now we have
only 1 product, which is sunflower sprout growing kit SKU. However, in the near
future, we plan to have other 3 SKU which are Good luck plant SKU, Assembly pot
SKU and Planting book SKU. Our customers divide as retail and wholesale with the
difference price. The currently price is 119 baht for retail and 60 baht for wholesale. In
the future, we plan to sell in 3 major channels, which are retail, online and International
market.

For the first SKU, Sunflower sprout growing kit SKU, we focus on
domestic market. We sell mainly on offline channels like bookstores in PAILIN. We
also use Sunflower sprout growing kit SKU as trial on online channels. The result is
not success due to the target customers for Sunflower sprout growing kit SKU mostly
prefers to buy kits when they see or touch the product. The target customers i.e. parents,
relatives need to be sure about the quality, safety and elements. The price for retail is
60 baht/piece.

The second SKU, Good luck plant, we focus on family, children and elder
relates organization. We have already explored on the market and find out that Thai
customers see the value of some types of plants, which could bring luck to the grower.
So when they see the product like good luck plant, they have willing to buy the products
as a gift in special occasions. Good luck plant SKU focus on the organization retails for
premium spender and online market with plan to sell on the market in year 1. The online
market for second SKU, we tested on international aspect via online. We can test by
selling product on e-commerce website without any fee. The price for retail is 75
baht/piece and the price for online and organization is 150 baht/piece. The retails are
NAI-IN, SE-ED both in city and countryside, B2S, Zeen Zone and Loft.

The third SKU, Assembly pot SKU, we focus on waterproof wood material,
which called “water-play”. So the customers can play without being aware of wood is

destroyed by humidity of water. We applied this idea into the pot, which could grow
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the plants and also play as assembly wooden doll. The high quality and value of
Assembly pot SKU reflects on the price. Assembly pot SKU focuses on the retails for
premium spender and online market with plan to sell on the market in year 2. The price
for retail is 550 baht/piece and 1,100 for online market.

The forth SKU, Planting book Storybook; we focus on international market,
online and retails with plan to sell on the market in year3. For International market, we
plan to start from Asia pacific i.e. Japan, Hong Kong and Singapore in year 4 and we
plan to expand to European market in i.e. Germany, France and UK in year 5. The price

for retail is 770 baht/piece and 1,000 for online and international market.

Sunflower sprout growing kit SKU 60 -

Good luck plant SKU 75 150
Assembly pot SKU 550 1100
Planting book SKU 770 1540

Figure 6.1 - SKU price

From our sales strategy, the size of the toy market is getting bigger each
year; we will get into the toy market, which is in the growing trend and the government
support for SME and start-up to. From our marketing strategy, we will gain market
from 3 channels. First from retail, we are currently selling in the retail, Pailin Booknet,
and are planning to expand to other bookstores e.g. Nai-In bookshop and Se-ed
bookshop. Second, online channel e.g. Facebook page, Google ads and line ads; we
plan to diversify the market. We need to expand the market in to online channel along
with the benefit of convenient for customers to engage and buying the products.

Lastly, we will get into the international market; our product has the value

for foreigners in aspect of design, quality and planting.



Year 1 Year 2 Year 3 Year 4 Year 5
Sunflower sprout growing kit 129,600 259,200 518,400 777,600 907,200
Good luck plant 6,000,000 15,062,250 27,100,838 36,122,213 60,122,213
Assembly pot 465,630 754,265 964,830 1,108,003
Planting book 651,882 1,627,618 2,323,236

Percent Growth 157.55% 83.86% 36.06% 63.22%
Figure 6.2 - Sales projection

For total growth, the sales growth in year 1-5 will be 157.55%, 83.86%,
36.06% and 63.22% respectively. The total sales in the end of Year 5 will be 64,460,652
baht. The raising percentage comes from assumption that we will expand in 4 channels
with the bigger number of sales, growth every year with the distribution channels all
over Thailand’s regional of bookshop we are partner with. In year 2, we plan to start
online market by e-commerce platforms. In year 4, we plan to start international market
in Asia pacific and Europe. Our assumption for selling price will be the same all over
5 years. The major source of sales comes from organization, retail, online market and

international market respectively.

6.2 Cost of Goods Sold

Our cost of goods sold consists of cost for purchasing material for the
operation.

Year 1 Year 2 Year 3 Year 4 Year 5

Sunflower sprout growing kit SKU 31,212.00 62,424.00 124,848.00 187,272.00 218,484.00
Good luck plant SKU 180,705.60 361,411.20 722,822.40 1,084,233.60 1,264,939.20
Assembly pot SKU 52,276.39 84,681.45 102,631.78 102,631.78
Planting book SKU 31,855.40 71,122.51 75,413.66
Cost of goods sold(% of Sales) 25.74% 25.93% 25.95% 25.80% 25.49%

Gross Profit margin 4,551,588.00 11,693,003.09 21,494,660.22 29,302,273.33 48,028,199.23

Gross profit margin (% of sales) 74.26% 74.07% 74.05% 74.20% 74.51%

Figure 6.3 - Gross profit margin
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6.3 Selling and Administrative Expense

Currently, per one piece of product, out selling expenses compose of
distribution expense, logistic expense, operation expense, marketing cost, selling tax,
book royal fee, and waste around 3%.

Year 1 Year 2 Year 3 Year 4 Year 5
Distribution 33,363 90,206 170,210 236,161 371,940
Logistics 100,090 270,619 510,630 708,484 1,115,820
Operation 1,200,216 3,036,164 5,523,933 7,434,208 12,251,814
Marketing 180,065 465,966 855,469 1,160,308 1,885,590
Waste 420,151 1,087,254 1,996,094 2,707,386 4,399,710
Book royalty fee 864 1,728 3,456 5,184 6,048
Selling Tax - - 65,188 162,762 180,152
SG&A (Percentage of sales) 31.56% 31.37% 31.44% 31.44% 31.35%

Figure 6.4 - Selling and administrative expense

6.3.1 Selling Expense
Marketing expense is the major cost from SG&A (around 32% of
sales), as we have to promote our product to all channels, which have many SKU. Each
SKU will need to share the profit we get from selling the product. Currently, we forecast
about 30% as normal rate in the market but in the future with high-volume of products

and the reputation. We will negotiate to minimize the cost.

6.3.2 Administration Expense

Marketing expense: currently, the major part of expense came from
marketing. As we expand the number of SKU so we need to make the movement on
the market for each SKU we launch. For example, open booth at the event, online
market with charge i.e. online marketing on Facebook Ads and Google Ad, promote on
website or hire celebrity to be a presenter. In the future, we plan to have distributor in
many countries. So the percentage of marketing expense per one product might be
higher from 20%.

Space rental expense: As the product we are selling currently is plant
growing kits which need only a small space for keeping stock and inventory. Also, we
always plan ahead by making forecast projection of stock. The space we keep at the

management’s home is suitable and free. In the future, high volume of order, we plan
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to rent the space in the warehouse of B2B business, which have free space, and in the
city. The warehouse could benefit us in the way of stock/ inventory management and
logistic.

Logistic service expense: for now we use only 0.8% per product for
logistic. However, we will outsource the logistic company to deliver products for us in
the future. The logistic cost would be 1,000 baht per time. We will deliver 20 boxes
consist of 24 pieces of over products. It means 1 time delivery, full truck; we will get
the revenue 20 x 24 x 99 = 47,520 before vat. Comparing to the cost of delivery is only
1,000 baht.

Labor expense: the labor cost is included in operation expense 2.5%
of sale. In the future, we will hire outsources to run the operation which cost us in the
higher. We will have the finished product 200 piece/person/day so total production cost
will be 4.17% of the products, estimating from the number of steps taken per product.
If we are scaling up to the higher volume the cost of labor expense will be higher.

Salary expense: we have the minimum salary 30,000 baht per person

start in Year 1.

Year 1 Year 2 Year 3 Year 4 Year 5
Gross Profit margin 4,551,588.00 11,693,003.09 21,494,660.22 29,302,273.33 48,028,199.23
salary 1,080,000 1,080,000 1,080,000 1,080,000 1,080,000
Total expense 4 1,080,000 © 1,080,000 © 1,080,000 7 1,080,000 © 1,080,000

Profit after expense 1,536,838.67 5,661,066.59 11,289,680.61 15,807,780.51 26,737,124.36

Figure 6.5 - Salary
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6.4 Cash Flow

Projected cash flow for Year 1- Year 5

Net income 6,120,600.00 1578708000 2902538400 3949226104  64.460,651.96  154,894.977.00
All operation working capital 1,934,749.33 4,951,936.50 9,124979.61 1241449282 20,211,074.87 48,637,233.13

Capital expenditures 200,000.00 - - - - 200,000.00

Total cash dividends paid

1.080,000.00 1,080,000.00 1,080,000.00 1,080,000.00 5,400,000.00

Common stock 60,000.00

Figure 6.6 - Cash flow projections

In the first month in Year 1, we projected cash to little Toy by the
shareholder of equity of 60,000 THB. Little Toy will have enough cash to operate the
business according to sales projection plan with the minimum-ending inventory. We

plant to pay dividend since the first year with 20% of dividend in flat rate.
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6.5 Pro-Forma Income Statement

Projected income statement for year ended Year 1- Year 5

Sunflower sprout growing kit SKU 129,600 259,200 518,400 777,600 907,200
Good luck plant SKU 6,000,000 15,062,250 27,100,838 36,122,213 60,122,213
Assembly pot SKU 465,630 754,265 964,830 1,108,003
Planting book SKU 651,882 1,627,618 2,323,236

Cost of goods sold(% of Sales) 25.93% 25.95%

( Profit margin 4,5 11,693,003 y 60

Gross profit margin (% of sales) 74.26% 74.07% 74.05%

Distribution 33,363 90,206 170,210 236,161 371,940
Logistics 100,090 270,619 510,630 708,484 1,115,820
Operation 1,200,216 3,036,164 5,523,933 7,434,208 12,251,814
Marketing 180,065 465,966 855,469 1,160,308 1,885,590
‘Waste 420,151 1,087,254 1,996,094 2,707,386 4,399,710
Book royalty fee 864 1,728 3,456 5,184 6,048

Selling Tax - - 65,188 162,762 180,152
SG&A (Percentage of sales) 31.56% 31.37% 31.44% 31.44% 31.35%

Interest expense

Tax expense 785,051.60 2,022,319.98 3,710,904.18 5,066,334.15 8,345,137.31

Net Profit (Percentage of sales) 29.88% 29.89% 29.83% 29.93% 30.21%

Figure 6.7 - Pro-Forma Income Statements

Little Toy will reach THB 6.1 million revenue within 12 months. The
average growth rate is 68% yearly. Gross profit margin in 12 months average is 74%
of sales. However, the percentage is keep constantly high every year around 74% in

year 1-5 in line with the expanding SKU of the products in to 4 SKU in the end of year

o1
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6.6 Pro-Forma Statement of Financial Position

Project statement for financial Position Year 1- Year 5
ASSETS

9,344,349.33  21,819,016.50  39,230,363.601  52,936,073.12  85,036,159.67

Buildings

Goodwill [ | = - . . B
AL ASSETS 607312 85036,159.
LIABILITIES

Accounts payable

Initial balance Year 1 Year 2 Year 3 Year 4 Year 5
Owner's equity (common) 60,000.00 60,000.00 60,000.00 60,000.00 60,000.00 60,000.00
Paid-in capital - - - - -
Preferred equity
Retained carnings
‘ALEQ 60,000.

TAL LIABILITIE )0.00

Figure 6.8 -Pro-forma Statement of financial position

Current assets are cash and short-term investment. Our short-term
investment is only for the initial capital investment for the first order. However, after
get paid from the customer, the revenue will turn into the working capital of the
operation. So the short-term investment will be only in small amount only at stared of
the project.

6.7 Key ratio

Little toy has policy to raise fund only through equity. Therefore, we are
not required for the debt. Current ratio, quick ratio, D/E ratio are not needed in this
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financial plan. Moreover, we operate the business on cash policy, which we pay our
suppliers and collect our customers by cash only. Account receivable turnover and Days

sales outstanding are not calculated as well.

Projected income statement for year ended Year 1- Year 5

Net Profit (Percentage of sales) 29.88% 29.89% 29.83% 29.93% 30.21%

Figure 6.9 - Little Toy's net profit

Our target is to keep the net profit to sales at 30%. There are profits since
the first year of operate with salary pay. Moreover, the profit gradually continues to

grow around 30% until the end of year 5.

cost of capital 15%
Year 1 Year 2 Year 3 Year 4 Year 5
Innitial investment -100000
Free Cash flow
NPV 103,872,439

Figure 6.10 - Little Toy's net present value

From Figure 6.10, little toy NPV is THB 103,872,439 from the investment
THB 100,000 from yearl to year 5 projection. Key success factors on our financial
projection are our strategic market plan, sale strategy and new to market as the family
plaything concept. Although our product is relatively new, it was already proven to
have customer demand. Hence, we believe that the business is promising and it has

good opportunity to execute according to our project plan.



105

CHAPTER 7
CONCLUSIONS AND RECOMMENDATIONS

Little Toy starts from the understanding of value of growing Kits that
parents as the customers would like their kids to grow plant. Moreover, there are many
relatives who bought growing kits for their grandchild. We found that the customers
are looking for the benefit of child development, and being close to nature at the same
time. Therefore, we initiate the idea to combine growing kits and plaything together.
Furthermore, we also found that the family does not pay attention to the children, letting
them play alone. However, the study shows that the child development is effective when
kids play together with their parents and others. Thus, we made it our mission to support
family interaction through family plaything.

We emphasized on product development strategy through market survey,
prototyping, focus group, and sales test before launch to make sure that our product has
real value for our customers. At the same time, by doing this, we can save our
investment budget because we test the market step by step until we make sure that this
product can be launched to mass market.

Moreover, we have a good partnership with Pailin Booknet who allowed us
to do market testing in their stores which boost the traffic for them, and support our
data collection process. Thus, we could meet the customers directly which could give
us the recommendation to strengthen our product. Our product will not limited to retail
selling, but will also collaborate with other channels such as non-profit organization for
direct selling to customers. Therefore, we could save the distribution fee which is as
high as 50% or more. The strategy is flexible for each product, and will be based on the
location and demand of targeted customers.

Little Toy plans to start from developing the brand around family plaything
using planting activity which could be done by all family member as a basement. Then
it will grow itself to other activities. Little Toy also plan to expand to Europe and Asia,
focusing on the countries with developed network of distributors, and understanding of
child development toy. Apart from directly contacting distributors, the strategies of
expansion will focus on joining the events, aiming for building brand awareness, and

gaining the award from the events to boost the reputation of the brand.
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APPENDIX A
PRODUCT TRAINING AND DATA COLLECTION

1. Instruction book for the first product (Thai version)
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2. Instruction book for the first product (English version)
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Child Development

be patient, have responsibility, and enjoy the |
nature. Moreover, it helps improve the 4;1-

5 senses which develop the intelligent,
imagination, and credfivity. The activity
also helps develop the small muscle of the kids

as well.
| Get to know

sunflower sprout

Sunflower sprout is able fo grow
into sunflower, and is rich in
nutrients and fiber which is good
for everyone’s health.

“uaudojanap piiy> 4o} uojioduy i
24p spuaind o uolypdioiind pup shop ayy buyosjag
“}inpD 4oy buryiom o sojuis si spry 4oy buikold

¥ E-Mall
Sunflower sprout also contains vitamin AB1B2BEDEK,
Mﬂmcﬁqﬂaﬂ Omega3,6Folate and Lindleic acid In high gquantity.
These nutrients will keep excrefory system nourished,
support brain bosster, help developed healthy bone,
and boost immunify.
lle Grower™ also selects the good specie of
sunflower sprout which contains more nurients than the
dthers. The taste is also befter as well. Thus, you could
enjoy a great experince and delicaus sunflower sprout
from this kit.

Learning and growing together with
sunflower sprout growing kit
including instruction for

& teaching your kid along th

Tel: 4
Wl—ﬁ

Mareover,

e

- Liftle Grawer Sprayer or
Powder kid's watering
can
Col
e ” Bowl = 1o place

under seed’s pack

Sunflower fo prevent water
sprout seed spill
7 Pl Plate — to place
under pot fo prevent
dirtiness

E Kid’s Support

— Infroduce coir.
— Teach the benefit of cair which helps absorb
water 1o keep the soil moisted.
— Let your kid feel what it is and put them into pot.
Keep answering your kid in the way to motivate
further exploration.

o
£ Ki's Support

~ Mtivate your kid by invite them to grow the plant

together. Explain what the plant is.

~ Teach what each tools are called.

= Teach how fo use the tools and let the kid

experience the growing process.

ﬁ Kid’s Support

— Explore the root from soaking the seeds.

— Could try soaking the seeds in the thin fabric
for 4 hours to help the seeds grow at the same
pace.

~ Let your kid observe the change of the seeds.

Scabber the seed, be

Cut the sprovt with L
omm-ofovm

@wmnmw K W ok bt

and evening 5-7 days

o
i Kid’s Support

= Teach your kid o be responsible to the plant
by watering it in the morning and evening.

— Let the observe the change of the plant such
as measuring the height. Find the drawing book for
your kid o keep the record of growth by drawing.

i Kid’s Support

- Infroduce the seed by lelling what it would become
~ Let your Kid feel the seed and spread them around
the pot.

i Kid’s Support

~ Support your kids in culting the plant, but give
the round—edge scissors to use for safety.

~ Cleaning the sprouts together as a family activity.

Growing plant helps kids to be calm, learn o ‘/ @ N\

£

Parents could teach their children to count
the day of activities. The kids could try to
measure the height of the plants and count
the seeds.

Sclence

| Observe and learn about the development
of the plants from seed to the sprout
such as learning what the root look like.

Language
Get to know what each tool and
part of the plants are called.

FAQ

1. How could the plant grow info sunflower?

Answer: Select only @ small portion of seed (3-4) fo
prevent the compefition for food of the plant. Ater 7
days of growing, you should move the plant to the
garden or plot. You should watering it for around 45
days before the flower starts fo bloom.

. How could 1 know that the plant

could be cut for eaten?

Answer: Observe that it has & leaves
and its length is guite long. The pracess
usually took 5-7 days. If there are 4
leaves, the plant will not be delicious.

3. Doesthe amount of soil and coir enough 9

Answer: The amount of soil and coir are enough.
The soil is mixed and processed from “Little Grower™
method which is enough for growing sunflower sprouts
we provided.

%

£ Kid’s Support

~Introduce loose: sail which is good for

growing many plants.

— Let your kid feel its detail and softness before
pouring it into the pot. Keep answering your kid
in the way 1o mativate further exploration.

@ cook & Eab your

The sprout could be cooked irlo many kids of food
such as frying with oyster sauce, caoking with fofu
soap, and edting as salad.
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3. Frequently Asked Questions (FAQSs) Sheet
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4. Survey Form
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APPENDIX B
POP-UP BOOTH
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APPENDIX C

STORY BOOK FIRST DRAFT
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APPENDIX D
TOY TRADE FAIR

Spielwarenmesse in Nuremberg, Germany
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International Tokyo Toy Show in Japan
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APPENDIX E
SAFETY STANDARD CERTIFICATE

EN71, Toy Safety Standard for European Market

-
Certificate Number: B-S13125011 ‘Bade

Complionce Laboratory
Safety of toys directive 2009/48/EC

Holder..............: Chaoan Anbu Lanbeier Balloon Factory

Address.............. 60, West Chaoshan Rd, Yanggian Village, Anbu Town,
Chaoan County., Guangdong, China

Manufacturer......:  Same As Holder

Product..............  Foil Balloon

Model No..........: LBE-001, LBE-002, LBE-003, LBE-004, LBE-005,

LBE-008, LBE-007, LBE-008, LBE-009

The submitted products have been tested by us with the following standard(s) and found to
be in complance with the ksted European Directives.

EN 71-1:2011+A2:2013;
EN 71-2: 2011;
EAL71-2:20 1P

The test results apply only to the particular sample tested and 1o the spedific tests carmed
out. Technical Report and documentation are at the Holder's disposal.

This certificate apples specifically to the sampie Investigated in our test reference number

only. The CE markings as shown below can be affixed on the product after preparation of
necessary technical doct n. Other rek it Directives have to be observed.

ce Lo

=
+
£
-
o
[Pl
c
o)
&)
-
o)
0
-
®
o
E
-
=
Qo
&)

Certification Manager
Date: Dec. 24, 2013

Beide (UK) Product Service Limited

U.K.: Flat 107, 25 Indescon Square, London, United Kingdom
China: 6F, Bidg E, Hourui 3rd Ind Zone, Xixiang, Bao'An Dist, Shenzhen, China

|I|Il|“|||” it v zbeide.com  E-mail admin@szbeide.com
D768 271

Compamy No (T11384
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ASTM, Toy Safety Standard for American Market

Test Report No.: SHTY130100000457 Date: Jan 15, 2015 Page 1 0f 3

ZHEJIANG GUANGYUAN TOYS.
NO.11 LONGJIANG RD PUJIANG ZHEJIANG CHINA

The following samples were submitted and identified by/on behalf of the client as:

Sample Description : GLOW BRACELET

Sample Quantity . 2SETS

Style / Item No. 1 SZT5200

Supplier : ZHEJIANG GUANGYUAN TOYS CO.,LTD
Manufacturer : ZHEJIANG GUANGYUAN TOYS CO.,LTD
Country of Origin : CHINA

Labeled Age Grading : NOT STATED

Requested Age Grading : +AGE3

Age Group Applied in Testing : 3+YEARS

Sample Receiving Date : JAN 09, 2014

Testing Period : JAN 09, 2014 TO JAN 15, 2014

TESTING REQUESTED : For compliance with the ASTM F963-11 Standard Consumer Safety
Specification on Toy Safety (As per client's request, exclude Clause 4.3

toxicology.)
RESULTS : Details please refer to next page.
CONCLUSION : The submitted samples comply with the requested test requirements.

(Except clause 7.1 Producers’ Markings)

Signed for and on behalf of
SGS-CSTC Ltd.

Wallace Lui
Senior Technical Manager, Asia

This document is issued by the Company subject to its General Conditions of Service printed overleaf, available on request or at

htm and, for Qlodmlc format documents,subject to Terms and Conditions for Electronic Documents at www.sgs.com/terms mumonl htm. Anomlon is drawn to tﬁ. Timitation of
liability, indempifiestien and Jurisdiction issues defined therein. Any holder of this document is advised that contained h the Company's findings at the time of
its intervep nEWRN mo limits of Client’s instructions, if any. The Complny 's sole responsibility is toits cnom and this document does not exonerate parties to a transaction

under the cannot be except in full,without prior written approval of the Company.
Rygery or the content or this is unlawful and offenders may be prosecuted to the fullest extent of the law.
‘\ lu shown in this test report refer only to the umph(‘) tested and such sample(s) are retained for 30 days only.

) .13 | 3 Buikding No.889,Yishan Road, Xuhui District Shanghai China 200233t (86-21)61152312  (86-21)61402590 WWW.CN 5g5.cOm
Z PE - L - HICE HWLEB8ISISHE  #A%:200233  t (86-21)61152312 f (86-21)61402590 & sgs.china@sgs.com

Member of the SGS Group (SGS SA)




Name

Date of Birth

Educational Attainment

Work Position

Work Experiences

BIOGRAPHY

Mr. Phata Techatewon

October 31, 1988

2011: Bachelor of Engineering,

Computer Science,

Nanyang Technological University
Managing Director

TP Project Company Limited

2014 - Present: Managing Director,

TP Project Company Limited

2014 - Present: Executive Committee,
Sahayong Trading Group Company Limited
2013 — 2014: Account Manager,

Procter & Gamble Company Limited

2012 — 2013: System Analyst,

Sahayong Phatanakich Company Limited
2011 — 2012: Programmer,

DST Worldwide Services Company Limited
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