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ABSTRACT

1bis project on "The way to succeed in industrial trading firm business: A case
Study of Industrial Trading Firm in Thailand", is to study the kind of business which
does not produce the product. It can trade or do business by buying and selling with
plus marginal profit. 1bis project is carried out in fulfillment of the requirement for the
degree MS (CEM). 1bis project is only a guideline as to how to prepare for or to
address the establishment of the company.

Entrepreneur should understand many

factors influencing a trading firm business including how to continue trading business
such as marketing planning and gaining competitive advantage.
1bis project is divided in to two parts. The first one covers the general plan,
problems and factors involved in implementing the trading business. The second one is
an actual case study of a trading firm in Thailand including evaluation of this
organization as well.
After all the critical factors of the project about the enterprises are studied, the
enterprises will understand deeply the way to survive in trading firm business.
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I.

INTRODUCTION

1.1 Introduction
In the real world, there are many kinds of business. Of course, each business must
produce the product or service to satisfy customers need. Entrepreneur must select the
product or service to continue the business by converting raw materials to its product to
sell. A case like this defines the definition of a manufacturer who converts natural
resource (input) to produce product (output).
Another business is to be able to sell products by not producing or not converting
anything. The definition of this business is to trade by buying and selling with a plus
marginal profit as a trading firm business.
A trading firm business is easier to start than a manufacture business because it
uses less capital and, little resources. In addition, Entrepreneur easily arrange and
manage an organization also.
Globalization to causes bordemess changes and change the behavior of business.
Information technology will be used to link the whole world causing more competition
in marketing.
In the next era tax or tariff between nations will be dissolved. The above reason
can encourage to the creation more trading firm companies.
The useful technology for the connections and the import-export tax will be
withdrawn. This will lead to more supply and more demand and therefore entrepreneur
should apply strong marketing sector in their organization.
Today, trading firm businesses have come nearer to us. Especially entrepreneur
should understand all these factors or basic kinds of trading firm business.
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1.2

Objectives of the Project
The objective of the project is to develop a general understanding of trading firm

business that does not change raw materials and convert any resources to products. This
research has the following aims:

1.3

(1)

To analyze all factors used in trading firm business.

(2)

To give an overview of trading firm business.

(3)

To study strategies especially in marketing management of this business.

(4)

To provide a better understanding of trading firm business.

(5)

To evaluate the expectant requirement of this business.

Scope
Given the objective above, the methodology of the project covers the industrial

trader. The information is sought from the collection of primary data and the collection
of secondary data.
(1)

Under this area of research, some information comes from actual
interviewing by using the telephone and face to face interviews.

(2)

The case study and evaluation are obtained form real situation.

(3)

The target group of this survey and evaluation concentrates on industrial
trading firm business organization in Thailand.
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II. ANALYSIS OF INDUSTRIAL TRADING FIRM BUSINESS

2.1

Market Overview
The concept of marketing is to sell the product or service to customers.

Entrepreneur may build a plant to convert raw material to product for selling. The price
of finished product comprises all costs (fixed cost and variable cost) and then plus a
profit.

In this case, the fixed cost is stable and entrepreneur should produce more

products to sell more to reduce the fixed cost. This kind of business is a manufacturing
business.
Now a days, the concept of selling more creates another kind of business as a
trading firm business. The overview increases or creates a business like trading firm.
Entrepreneur can make the money at one unit at the beginning of sale. Organization
indifferences from another with fixed cost which use it for producing plant and
accesso:ry. This business concentrates on the marketing plan.

If enterprise sells more volume, it gets the more money. Selling one unit at the
beginning can generate income also. The enterprise does not. care about investing to
build a plant and accessories.
The major heart of this business depends on how to manage, arrange, control and
monitor its marketing. Moreover, the organization should study the demand and supple
of its business. Furthermore, the organization must recognize customers, competitors
and its competitiveness.
This graph shows an investment cost (fixes cost). Manufacture's fixed cost is
higher than the trading' s fixed cost. Therefore, the trading firm business does not worry
about sale volume. If it sells more, it gets more income. If it sells less, it gets less
income too.
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The above reasons are not sufficient. Before an enterprise will go into business,
the feasibility study is necessary as the first priority.

2.2

Environment Scanning
Feasibility study is a learning of possible environment which have 2 keys: external

environment and internal environment to invest in that business.
(1)

External Environment
External environment is the force outside the company. It can be
divided in to competitive environment, political and legal environment,
economic environment, and technological environment, social and cultural
environments.
(a)

Competitive Environment
Marketers most continually monitor the activities of their firm's
competitors in order to devise a strategy that will give them a
marketing edge. This can be a very difficult goal, as the competitive
environment may change day by day. For example, Goodyear
developed a tire, the Aquatred, that offers extra safety by pushing
water away from itself Almost immediately, Goodyear's competitors
produce similar tires.

(b)

Political and Legal Environment
Federal, state, and local laws regulate many marketing activities.
The laws may be designed to maintain a competitive environment and
protect customers. Furthermore, the legal environment can change
enormously from year to year.
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One change in the political and legal environment may have far reaching ramifications. Some state have begun to try to tax out ofstate companies that licenses logos or products or in some way profit
from commerce related to intangible assets in those states.
Political and legal environment is able to change the way to do
business or sometimes support to do business if political and legal
environment can block its competitors.
(c)

Economic Environment
Economic force such as inflation, llllemployment, and business
cycles influence how much consumers are willing and able to spend as
well as what they buy. For example, the raising interest rate influences
consumers to stop buying a new house. Understanding how economic
force influence consumer buying behavior allows marketers to adjust
their marketing - mix strategies.
During a recession, consumers more willingly buy basic products
at low price. Marketers might respond to such a trend by lowering
prices and increasing promotional spending to stimulate demand.

(d)

Technological Environment
Changes in technology have significant effects on how marketers
design, produce, price, distribute, and promote their goods and service.
New technology can make a product obsolete.
Therefore,

organizations

must

keep

looking

ahead

for

technological advances with which to gain competitive advantage and
create new marketing opportunities.
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(e)

Social and Cultural Environment
Consumer values change, and marketers must keep abreast of
these changes to keep their marketing strategies on target. For
example, customer may emphasis on recycling therefore manufacturer
should produce compatibly as customer needs.
To some extent, all organizations feel the effects of external
forces in the marketing environment. Enterprise must monitor these
forces and assess the impact they will have on goods or marketing
practices to adjust their marketing strategies accordingly.
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(2)

Internal Environment
Internal environment is the force inside the organization that affect
marketing management's ability including:
(a)

Skilled Personnels
Skilled personnels are a major heart of trading firm business.
Whether the company will survive or not depends on them. The
strength of the trading firm is not how to reduce the total cost since
this business is so a less fixed cost. Marketing must conduct the
organization to its objective. Marketing certainly should be run by
people. The company that has more skilled personnels than another
should gain more benefits at the same business. Subordinates should
have more skill in that business.

(b)

Management Style
Management style means a marketing management style in
leading or controlling to get more benefits. For example, some
companies may manage by speculating similar commodity business.
Other companies may buy and sell the products short by short with
plus a less profit. Some companies may mix it together. Each situation
depends on the kind of product.

(c)

Organization Structure
Because information is necessary to do business. The formal
structure should be 2 ways communication. The first way comes from
bottom to top and the second way comes from top to bottom. The more
information the company has, the easier it is to make decision and
increase opportunity to gain profit.
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(d)

Capital Resources
In trading firm business, more capital resource is used to be cash
flow in organization. If the company has more cash flow or uses it in
less cycle time, certainly profits will be generated more.
Cash flow 1s a major component of trading firm business.
Reviewing cash flow is important when an enterprise continues
business.

(e)

Advanced Technology
Technology in communication involves and influences trading
firm business. Especially information technology is able to link trader
with customers or trader with supplier. It consumes less time to follow
all channels and lead to accumulation of messages. Computer and Net
Work systems are installed and utilized in trading business in order to
provide service to each customer quickly.

2.3

Marketing Research before Setting Up
Marketing research collects and evaluates information to help make marketing

decisions. It links the marketer to the marketplace by providing data about potential
target markets to design effective marketing mixes. Marketers conduct research to
identify marketing problems and opportunities, to analyze competitor's strategies, to
evaluate and predict consumer behavior, to measure the performance of existing
products and assess the potential of new ones, and to develop price, promotion, and
distribution plans.
Marketing research involves more than just collecting information. Researcher
must decide how to collect the information, interpret the results and communicate the
results to managers to support their decision making.
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The figure implies that consumers pass through all five stages with every
purchase. But in more routine purchases, consumers often skip or reverse some of these
stages. It shows all the considerations that arise when a consumer faces a new and
complex purchase situation.
Need recognition is the first stage that marketer must know what customers need.
Enterprise of industrial trading firm business should focus on customer need. This
project concentrates only raw material to be used in manufacturing. Most of the
manufacturers are concerned respectively with the following items:
(1)

Quality of Raw Material
If the raw material is of good quality, the product should be good. It

can be said that good input generates good output.

In addition, good raw material eases processing. Workers can operate
easily thus the output will be produced in a short time thus reason saving
cost in producing.
(2)

Raw Material Availability
Manufacturing means a place which converts raw material to finished
products. Manufacturers worry about the lack of raw material. If the raw
material is not available, certainly the plant will be

shut down also.

Fixed cost will increase hence the manufacturer must do raw material's
safety stock. The safety stocks involve increasing interest rate of that stock
because the manufacturer pays money to buy those raw materials.
Security of available raw material is important to continue
manufacturing.
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(3)

On time

Certainly industrial customers need especially its raw material on time.
Delayed deliveries of raw material to manufacturer of course cause many
damages such as low output, and the fixed cost will be increased. If it comes
slowly, the damages will be much too.
(4)

Price of raw material, Credit policy
The supplier can supply similar raw material product. The last point
reviewing is its price since manufacturers should reduce their costs. The
competitions of suppliers mean using the strategy of low price.
The major capital of manufacturing is to invest in buying raw material.
This capital can be called cash flow. If the cycle of cash flow is more
frequent, the gain benefit will be more. The manufacturer may buy raw
material of supplier which opens the option of credit term due date. From the
above reason, industrial customer need is an option credit line also.

2.5

Advantage I Disadvantage of Industrial Trading Firm Business

The official definition of an industrial trading firm business is a firm that is
independently owned and operated. It is not dominant in its field and meets certain size
standard for its income or number of employees. Some standards apply only for loan
program, others for procurement and still others for various special programs. In
general, industrial trading firm business has the following characteristics:
Independently owned
Independently operated and managed
Only a minor player in its industry

Limited capital resources
Fewer employees
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(1)

Advantages of an industrial trading firm business
Their legal forms of organization, market position, staff capabilities,
managerial style and organization structure and financial resources generally
differ from those of bigger companies. These differences give them some
unique advantages.
(a)

Innovation
Trading finn businesses are often the first to offer new products
to the marketplace.

Because

of

personal

resource in getting

information directly from customer, the organization understands
deeply. customer is needs. The information can be applied to the device
to serve satisfaction.
(b)

Better customer service
Trading firm business can often operate more flexibly than a
large corporation, allowing it to tailor its product line and services to
the need of its customers. Compact company can provide its service
immediately when customers need help.

(c)

Lower cost
Trading finn business can often provide service or product more
cheaply than large finn can. Trading firms usually have fewer
overhead costs - costs not directly related to providing specific goods
and services - and can earn profits on lower prices than large
companies can offer.
A typical trading finn business has a lean organization with a
small staff and few support personnel. The lower overhead costs due to
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a small permanent staff can provide a distinct advantage to a small
business. Such a firm tends to hire outside consultants or specialists,
such as attorneys and accountants, only as needed. By contrast, large
organizations often keep such specialists as permanent staff members.
As a rule, all growing organizations add staff personnel faster than line
(or operating) personnel.
To keep cost as low as possible, many entrepreneurs start their
companies in their homes. This can be a good idea depending on the
nature of the business and the nature of the entrepreneur. Some lines of
work are better adapted to a home setting than others.
(d)

Filling isolated niches
The size of a big business excludes it from some market niches
and costs force it to set minimum size for produced targets at which to
direct competitive efforts.

(2)

Disadvantages of an industrial trading firm business
Trading firm business also has a variety of disadvantages including a
potential for poor management, a risk of inadequate financing and
government regulation. A trading firm can be more vulnerable than a large,
diversified corporation during a recession, since it probably has fewer
resources to cushion a fall. While big business owners can overcome these
problems, it is important to think carefully about all these issues before
starting a company.
(a)

Poor management
Poor management 1s a common reason why trading firm
businesses fail. Frequently, people go into business with little, if any,
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business training. Someone may launch an enterprise based on a
great idea for a good or service, assuming that knowledge about
business matters will come as the firm operates. Bankruptcy is often
the result. Heed a word of caution : If you want to start a business,
learn the basic of business first. It is also important to recognize your
limitation; few business owners possess the specialized knowledge of
an attorney or an accountant, for instance. Successful business owners
know when to call on outside professionals for help.
Moreover,

small

business

owners

sometimes

let

their

entrepreneurial optimism run wild. Full of excitement about projects
and their potential, they may forget about details like paperwork. They
may also neglect to "do their homework" before starting the small
business.
The belief that others will see a product as unique or better than
that of the competitor should be verified by marketing research.
Entrepreneurs should ask themselves whether a market exists for
what they want to sell and whether they can convince the public that
they offer an advantage over the competitor.
Published source, surveys, in - depth interviews, competitive
analyses, observation, or a number of other research technique can
provide the answers to those questions.
(b)

Inadequate financing
Inadequate financing 1s another leading cause of trading
firm business problems. Many business starts with inadequate capital
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and soon run short of funds. They often lack the resources to survive
rough periods or to expand if they are successful.
Most financing for a typical trading firm business comes from
the

entrepreneur's own resources. Banks provide relatively little

funding for small companies.
Entrepreneurs may turn to venture capitalists for funding.
Venture capitalists are business organization or groups of private
individuals that invest in promising new firms. Sometimes venture
capitalists lend money to business; other time they become part owners of new or straggling companies.

2.6

Major Factors
The major components of an industrial trading firm business when it is established

are as follows:
(1)

Capital
Trading firm business consumes more capital resource especially for
cash flows in organization. It includes the resource that business needs to
finance its operations, such as money, tools and other investment. The major
point of this business to use capital resource is for buying the goods and then
selling them. That is a cycle time for making marginal profit. It can be called
capital for cash flows. An organization that has more cash flows can
generate more income too.

(2)

Human Resource
Trading firm business organizations concentrate on marketing
operation very much. Marketing staffs should have more skill and
experience in that field. The price to offer to customers is always similar or
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equal to that of competitors. In this case, the skill of the salesman
encourages the battle with competitors.
(3)

Management Style
The managerial trading style obviously contrasts with manufacturing
business. Sometimes its style may progress to selling in case of more
competition. Forwarding cutting price and making stock are strategies per
profit grain or little loss.

(4)

Product
Product and price are compatible. Quality and band royalty of product
should be well known in the market. Setting price should depend on quality.
High quality is set with high price and low quality is set with low price too.
It's price positioning can competes in market.

(5)

Cost
A cost from supplier should be at a small cost for adding up marginal
profit in order to set the price offered to customers. Basically the business
would not continue if there is no profit.

(6)

Suppliers
Natural trading firm does not produce product. Therefore, it must have
two or more manufacturers to support itself. Because the product is the
material to offer to the customer. Trading firm needs manufacturers to
produce goods for selling.

(7)

Information
Much information from many sources are necessary to survive in this
business. It is natural for trading firm business to need information to
speculate for selling.

Accurate information helps it to progress to selling.
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Much information may come from customers, sale forecasts, suppliers and
competitors.
(8)

Customers
The last major factor is the customers. There are no customers, there
will be certainly no business. Certainly the trader will select the target
market to run the business.

2. 7 Problems I Interview
The face to face interview is a tool to collect many problems of how to run the
trading firm business. The face to face interview was designed to evaluate and to
analyze the business' problems. Thus this question is made to collect only descriptive
problems, not to collect for calculation.
It is only a guide to reach their problems. Data from ten trading firm companies
conclude the following:
(1)

Lack of money (capital or cash flow)

(2)

Supplier's policy is not stable

(3)

More competitors (free trade)

(4)

Business information

(5)

Change business all the time

All of these details were stated in the early item (E. advantage I disadvantage of
trading firm).
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III. CASE STUDY
This is an actual case study of a trading finn company. All data or information
will be given below:
Company style;
Company name

M.K. Plastic Company Limited

Address

5071178 Nakomthai Village Soi 6, Sathupadit Rd.,
Nonsi, Yannawa District, BKK. 10120.

Branch

41156 Tarinee Mansion, Baromrachanonnee,

Talingchan, BKK.
Tel.: 8809203 - 5
E-mail:

Fax:8809208

mkplas@cscoms.com.

Capital

15,000,000 Bahts

Register

May 18, 2000

Warehouse

300 Square meters at United Warehouse

Vehicles

2 ten wheeled tracks, 4 six wheeled trucks and
2 four wheeled trucks

3.1

Introduction
This is to propose the new plastic resm supplier to serve the market place.

M.K Plastic Company is a trading firm to supply plastic resin at competitive price. The
raw material comes from all producers in Thailand such as Thai Petrochemical
Industrial Company (1PI), Thai Polyethylene Company (1PE) and HMC Polymers
Company (HMC) in order to supply every grade of resin to differentiate from others.
The others may adhere only to one producer.
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We have an experience in the plastic market of more than 10 years. There are
many lines of products which stress on the quality at low price. The well-known staffs
are also accepted by the customers. Now we see the opportunity to launch ourselves in
the market. The effective staffs satisfy customers need.
M.K. was planned to launch in 2000. The target group for our product is the
middle - end to high - end users, especially good credit customers. The short term
marketing objectives are to introduce ourselves and the product to the Thai market
within one year. The long term objective is to increase the market share of 3% and
produce a net profit of 5 million Baths per annum with 3 years.
3.2

Current Situation
(1)

Macro Environment Situation
(a)

Social and Cultural Situation
For low - end to middle - end market in Thailand, people usually
make their buying decision on low price resin. For high - end market
in Thailand, people usually consider both the price and the quality of
resm.

(b)

Demographic
The total customers of Thailand is approximately 6,000
customers in 2000. The province that occupies the highest density of
customers is Bangkok.

(c)

Economic and Business Condition
Thailand has encountered with economic and fmancial cns1s
since the middle of 1997. The Thai economy then had problem with
high loan interest rate and lack of liquidity. As a result, Thai
Government decided to manage the float with devalued of Thai money
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of about 68% (from 1 US$= 25 Bahts to 1 US$= 42 Bahts).
The major part that has an impact from the above action is
import companies. More than 1,500,000 employees loss their jobs
from being laid-off As a result, the total purchasing power in the
market is decreased from this situation and more customers tend to
save money.
(d)

Technology
Because M.K. Plastic Company is one of the trading fnms of 3
producers producing plastic resin in Thailand, it uses technologies
from each producer as appropriate to each customer.
The three major producers (TPI, TPP, and HMC) have know how similar to foreign countries like Japan, USA, and Germany.

(e)

Politics
The current government is highly pressured on the way to correct
the recession of the Thai economy problem. One of the campaigns that
the government launched to reduce the seriousness of the economy
problem is encourage Thai people (customer) to use local products so
that Thai money will not leak to other countries.
This would affect the sales volume of our products as they are
imported from other countries. However, some of the special plastic
resin in the market also is imported from other countries so this may
not affect our market share. (VIe sell only commodities grade).

(f)

Legal
The government set a barriers on imported tax of plastic resin at
15% of the price. These resins encourage plastic producers and so
23

support plastic-trading firm also in Thailand.
It was difficult for competitors to enter Thailand.

(2)

Market Situation
M.K. Plastic Company is a new entrant into plastic trading firm
market. Three major plastic producers use their strategies to penetrate this
competitive area. M.K. Plastic Company is a trading firm of all. Market
strategies come from original producers

approaching each customer by

passing their trader to customers. The reason is to increase M.K. 's
advantage.
(a)

Market Growth

In the past, Thailand had to depend on importing plastic resin
from overseas. In order to respond to local consumption, in the year
1990, Thailand has two manufacturers that were TPI and HMC.
However, the supply of plastic resin that was produced in locally was
not enough for the demand. During the years 1990 to 1993, the
demand of plastic resin had expended rapidly. Its growth rate was
about 22% per year.
The future trend of demand will continue to expend at a growth
rate of about 14% per year during 1994 to 1997 and the growth rate of
about 11 % per year during 1998 to 1999. Five years from now the
expectation of growth rate is at about 10% per year.
Because Thailand has a lower consumption rate of plastic resin
than in developed countries and developed countries, the consumption
was 5.0 kilograms per one people per year while USA, Japan, Taiwan,
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South Korea and Canada used more plastic than Thailand by about 2
times.
(b)

Market Potential
Local demand in Thailand is less than those in other countries.
Expectation of demand will be expanded 10% of the previous years
demand and M.K. must reach only 3% of the market share.

(c)

Market Share
M.K. Plastic Company expects to sell 3% of the market share or
approximately 1,000 metric tons per month. The total market share is
approximately 30,000 metric tons per month. No one is the leader of
the trading firm company. The total number of trading firms in
Thailand is 30.

(d)

Consumers Profile
The majority of plastic consumers are established in the
packaging area such as plastic bag, woven sack and plastic package.
The other segments may be in household substitutes and other
raw materials such as steel or wood to comprise the finished product.
Additional segments can be in toy market, accessories, auto
parts, electronic parts and so on.

(3)

Product Situation
The plastic raw material can be categorized into two major material
types: pellet and powder. Each material type has different uses. Therefore,
users consider shown below.
Pellet type is considered to be used for extrusion and injection
machine.
25

3.3

Mission
M.K. Plastic Company is a trader which dedicates itself to serving a high quality

plastic resin with satisfying customer needs. It cares much about the customer's
satisfaction. It has many kinds of product-lines in this section such as polypropylene,
polyethylene etc.
M.K. Plastic Company is a well-known company with expertise in plastic resin
trader. It provides a high quality product with a fair price to the market. The target
group will be the middle to upper users who have the purchasing power to support the
product.

3.4

Objectives
(1)

To introduce ourselves to Thailand market within 1 year.

(2)

To expand the business by increasing 3% of the market share.

(3)

To produce net profit of 15 million Bahts within 5 years.

(4)

To gain sales volume of 1,000 metric ton I month.

(5)

To readjust the product's price to be appropriate with Thai's market.

(6)

To create brand awareness among the target market.

3.5 Marketing Plan
(1)

Market Strategy
M.K. Plastic Company's basic strategy is to aim at upscale selling. The
product line will be expanded adding fair price with high quality.
M.K. Plastic will be developed to increase the perceived reliability of
our brand in the customer's minds. We will launch a strong sales program to
attract increasing number of customers.
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(2)

Target Market
In order to produce successful program for M.K. Plastic Company, it is
crucial to set the right target market, especially the niche market related to
product features and positioning.
M.K.

Plastic Company classifies target market by consumer

characteristics in terms of geography and psychography as follows:

(3)

Geography

Nationwide, focus on major rural areas or cities.

Psychography

Middle class to high class.

Marketing Mix (4-P) Strategies ofM.K.
(a)

Product Strategies
There are 2 strategies as follows:
(1)

Product Position
M.K. Plastic Company had positioned their product. To be
in the good quality plastic resin industry, M.K. Plastic Company
sells plastic resins which come from good producer with the best
know-how. In positioning, their product line is in the higher
quality level. M.K. Plastic Company segments their product line
at competitive price. M.K. is concentrating more on every field
especially in electrical and package products which tends to use
higher quality plastic resin in producing their products.
M.K. Plastic Company has more than 20 grades of resin
provided to the customer selection. Customers would find that
with the company's huge range of resin grades, they could easily
pick resin which is applicable to their product.
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In case a customer requires a special mixture of resin that is

not in the company's resin grade range, M.K. Plastic Company
could provide customer made resins that suit the customer's
specification. M.K. Plastic Company's customers also choose to
buy from M.K. Plastic Company due to M.K. Plastic Company's
excellent customer services and technical service.
(2)

Full Product Range
M.K. Plastic Company's group of producers offers more
variety in choice of products such as HDPE, LDPE, PP, PS, ABS
and Polyurethane which is considered to have competitive edge
to gain every area of this business.

(b)

Pricing Strategies
There are 2 parts as follows:
(1)

Pricing Objective
M.K. Plastic Company is a low cost trading finn since the
company has its own group plastic producers producing plastic
resin so that it can sell resins at a low cost.

(2)

Penetration Pricing
M.K. Plastic Company is usmg penetration price, since
M.K. Plastic

Company would like to be a market leader of

trading finn and sell the resin at lower price than competitors
because M.K. Plastic Company can provide resin from its own
group and selects lower price from any of them. This will be
M.K.

Plastic Company's competitive advantage over the

competitors.
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Making inquiries about keeping abreast of movements of
local individuals conducting suspicious activities which might
harm the company's business or cause damage to its property.
Making leaflet will also report on customers perception and
the most update on the resin industry.
Trade fairs, M.K. Plastic Company would participate m
trade fairs. Both local and foreign customer would visit the trade
fairs and be able to meet M.K. Plastic Company first hand. M.K.
would then provide the customers with update information about
our product line and also the application.
The trade fair booth would provide both information and
samples for our customers to see and touch. These samples could
be just resins or it may be plastic parts that were made from using
the company's resins.
For customer training program, M.K. would provide in
house training program for its new customers. This training
program is provided to new customer as they might not be
familiar with the company's resin specification as new customers
might encounter technical problems.
The loyal customers, M.K. would provide training sessions
at the customer's factory so it could help them solve their
technical problems that are related in using the company's resins.
Party meeting, this is to heighten relationship with the
customer and our subagents. This will make the customers feel
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that we are on good terms with them. This 1s more of a
relationship issue.
Quantity discount, the last promotion 1s the quantity
discount. If a customer buys

the resin to a certain amount, he

will be given a certain percentage of discount.

For example a

customer buying I 00 tons per month will be given discount at
0.5 Baht/K.g.
Salesperson as its own promotion, when the salesman
approaches or visits the customers, they will keep update
information and also provide product knowledge for the
customers, therefore, these will get customers awareness or will
increase customers loyalty to company.
(d)

Distribution Strategies
M.K. Plastic Company would emphasize on direct sales in order
to check credit risk. The company would try to have direct sales to
those customers who have good credit and are special for the
company.
Selected subagents will be given special incentive from the
company if they could reach the specified targets that the company sets
for them.
Special incentive for these subagents would be to provide
discounts for their resin price or air tickets for overseas trips. This
would encourage them to perform better and thus help M.K. to reach
its goals.
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(4)

SWOT Analysis Strategies ofM.K. Plastic Company
For analysis of strengths, weaknesses, opportunities and threats of
M.K., it can be concluded as follows:
(a)

Strengths
M.K. Plastic Company has 7 strengths as follows:
(1)

Advanced Technology and Production Efficiency
M.K. has always received resin from suppliers that
innovate new development in R&D and technology which is the
cause of lower cost of production and higher quality.

(2)

Price
M.K. Plastic Company is an independent trading firm. It is
not strictly with any suppliers therefore be a cost leader and can
offer lower product prices to the customers.

(3)

Credit Policy
M.K. Plastic Company has a good credit policy to reduce
risk by passing responsibility to the subagents and selecting the
trustworthy customers.

(4)

Skilled Human Resources
M.K. Plastic Company's sales persons have more coverage
by serving customers in widespread areas. The sales person of
M.K. always visit customers in periodical placement of each
order and give advice to customers.
M.K. sales persons will be trained and provided to learn
about technology and the characteristics of plastic resin and also
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to understand the nature of customers before visiting the
customers.
(5)

Brand Loyalty
M.K. 's name is a competitive tool since the customers
believe in M.K. 's service. M.K. is well known and accepted by
many customers.

(6)

Top Management Connection
Since top management of M.K. have a good relation with
suppliers and some agents to get much information, moreover,
they also use an aggressive strategy in decision making for rapid
growth, it becomes a successfully strategy because of their long

life experience as a first mover in plastic industry.
(7)

A Human Resource
M.K. Plastic Company screens the enthusiative, active and
fresh personnel and offer quite high return in order to motivate
them to put more effort for company effectiveness.

(b)

Weaknesses
M.K. has 3 weaknesses as follows:
(1)

Management Style
M.K. is managed by top management and centralization
style that all order processing prices must be authorized by top
management. Therefore, the overall systems are not flexible and
may be delayed.
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(2)

Delivery
Because of reducing cost, M.K. 's storage is not located in
Bangkok which is the major cause of slower delivery than the
competitors.

(3)

A Management Information System
M.K. still has no IT and IS system that can help and
support faster service in order to process. The existing system is
not up to date to facilitate in high competition.

(c)

Opportunities
There are 3 opportunities as follows:
(1)

Market Potential
The higher trend of the market of plastic consumption rate
is due to the change in demand pattern both the local market and
the export market.

(2)

GovernmentSupport

Thai government gives support to this industry since it is a
new industry that can increase jobs for Thai people and also a
basis of national development.

(3)

Suppliers
The long term relationship of M.K. 's top management can
be considered as strong competitive edge over the other
competitors. They always provide special benefits to M.K.

(d)

Threats
There are 4 threats as follows:
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(1)

Economics Recession
Global recession and Thailand economic recession have
caused a higher rate of bad debts. Allowing long term credit to
customers must be considered.
Moreover, the competition in price tends to be increased.
Thai purchasing power has decreased and the people have
become more thrifty in consumption pattern. Since plastics
industry is capital intensive it requires huge amount of
investment.

(2)

Asian Free Trade Area (AFTA) Agreement
The effects of reduction in import tax, which will be 0-5%
in the year 2003 is a major factor of higher intensity in global
competition

srnce

Thai plastic

manufacturers must try to

emphasize on their production efficiency and capacity in order to
compete against the foreign plastic manufacturers. The price of
imported plastic pellets will become cheaper so local traders may
lose some market share to them.
(3)

Distributors
There are some conflicts occumng rn some channel
competition that requires M.K. to solve this problem. For
example, if customers have high potential and good frnance,
many subagents of M.K. will approach and cause intense
competition that requires M.K. to solve this conflicts.
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(4)

Special Interest Groups
They tty to resist the production of plastics and can cause
the

reduction

of productions

in

plastics.

For example,

international plastic producers and international polities do not
want Thailand to have large plants for international competition,
and conservation groups believe that plastic plant cause pollution
and are not good for the environment. This reason affects their
trading firm too.

3.6

Estimated Sales Volume

Table 3.1. Sales Volume.

Year No.

1(2001)

2(2002)

3(2003)

4(2004)

5(2005)

Volume/mth.

500

850

1,000

1,250

1,500

Volume/year

6,000

10,200

12,000

15,000

18,000

Remark: Metric ton is the unit used for this figure.
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w

00

Percentage (+/-)

6,000

12,000

18,000

(MT/Year)

1

6,000

Figure 3.1.

+70%

2

+25%

4

+20%

5

Percentage Increasing of Sales Volume.

+17%

3

15,000

18,000

(Year)

The Company's plan and expected sales volumes to be credible increasing from
each previous year. The Company explains the reason as:
(1)

Year 2001, the Company intends to sell approximately 500 metric ton/month
because it will be started.

(2)

Year 2002, Sales volume increase from previous year 70% since customer
knows M.K. Plastic Company well as a plastic trading firm and the company
has full authority to sell from suppliers after passing probation.

(3)

Year 2003, the Company sets the goal to expand the number of customers
and penetrate customer's competitors. The Company expects I 00% from the
first year (Year 200 I) and 17% from the previous year (year 2002).In
addition, the company's policy will increase registered capital to support
company growth.

(4)

Year 2004, the Company hire more sales staffs to boost sales volume to
support expenditure. On study, the company will raise the target by 150%
from the first year (year 200 I).

(5)

Year 2005, from all reasons No. 1-4, sales volume will be increased to 200%
from the first year.

3. 7

Sources of Capital
(1)

Registration capital is

15,000,000 Bahts. The capital comes from

shareholders.
(2)

Bank Overdraft is 10,000,000 Bahts. Bank overdraft comes from Bank when
Company uses money over from (1). Bank approves this credit by looking
the past financial statement.
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(3)

Credit line or Domestic letter of credit (DLC) is 30,000,000 Bahts. DLC is
the credit that came form Bank approval. The Bank considers it by
reviewing Company's project.

(4)

Accumulative benefit is each year.

(5)

Increasing registration capital in the year 2003 is 15,000,000 Bahts. The
increasing registration capital comes form shareholders.

3.8

Capital Using
The company studies customer's behavior in terms of payment. Most customers

will pay money 60 days to company after receiving plastic resin. Therefor Company
consumes the capital used like cash flow.
The money will be collected from customers and Company rebuys plastic resin to
selling again.
The company prepares the money to support our business plan as follows:

Table 3 .2. Approximately Capital Using.

Year

Capital Using

1(2001)

30,000,000

2(2002)

40,000,000

3(2003)

46,000,000

4(2004)

56,000,000

5(2005)

70,000,000

Remark:

Approximately Plastic resin is 22 Bahts per Kg.
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IV.

4.1

ANALYSIS AND EVALUATION

Financial Analysis and Evaluation

M.K. trading firm has all income statements as shown in table below:

Table 4.1. Project oflncomes.
Margin (Gross Profit)
Description

Revenue

Year

Year

Year

Year

Year

2001

2002

2003

2004

2005

132,000,000 224,400,000 264,000,000 330,000,000 396,000,000

(Bht. Near)

(6,000 Mt)

(10,200 Mt)

(12,000 Mt)

(15,000 Mt)

(18,000 Mt)

Capital

11,000,000

18,700,000

22,000,000

27,500,000

33,000,000

6,000,000

10,200,000

12,000,000

15,000,000

18,000,000

(Bht. 22/Kg.)

Margin
(Bht. I/Kg.)

(1)

Approximately plastic resin is 22 Bahts per Kg.

(2)

The capital is calculated as month by month because Company can collect
money from customers and reuse it again on time.

(3)

The natural margin approximately is 1 Baht per Kg.
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Table 4.2.

Expenses.

Description

Year

Year

Year

Year

Year

2001

2002

2003

2004

2005

Salary

1,680,000

1,800,000

2,400,000

3,000,000

3,600,000

Office

120,000

120,000

144,000

150,000

162,000

180,000

180,000

300,000

300,000

300,000

Warehouse

432,000

432,000

432,000

432,000

432,000

Transportation

240,000

384,000

456,000

576,000

696,000

Entertainment

132,000

224,400

264,000

330,000

396,000

Interest

1,650,000

2,805,000

3,300,000

4, 125,000

4,950,000

Total

4,434,000

5,945,400

7,296,000

8,913,000

10,536,000

accessory
Vehicle
allowance

expenses

This table shows all expenses per year. Analysis and Evaluation will be in the next
sess10n.
( 1)

Vehicle allowance is the money to give to sales person for working.

(2)

Warehouse is expense to pay for rental.

(3)

Transportation is expense to fill gasoline in M.K. 's small truck. This case is
provided all small customers and emergency shortage resin. In general case
supplier directly sends resins to customers.

(4)

Entertainment is money to be used for selling.

(5)

Assumption loan's interest rate equals 15% per year.
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Figure 4 .1. Dividing Expense in Each Years.
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Table 4.3. Project of Profit.
Net Profit after Expenses
Description

Per year

Year

Year

Year

Year

Year

2001

2002

2003

2004

2005

1,566,000

4,254,600

4,704,000

6,087,000

7,464,000

Net Profit after Expenses and Tax
Description

Year

Year

Year

Year

Year

2001

2002

2003

2004

2005

Tax30%

469,800

1,276,380

1,411,200

1,826,100

2,239,200

Net Profit

1,096,200

2,978,220

3,292,800

4,260,900

5,224,800

4.2

Key Success Factors for the Business

The Project has two successful keys how to work.
(1)

In this case, the capital means the money to invest for buying goods. The
Company uses the capital like cash flow money in a short time period. In
real trading firm business one month may use less money than those figures
because the cycle time of cash flow is very short. An example in case of
customers buying resin with terms payment in cash is the Company can
collect money only 7 days after delivery date. Therefore, the capital is used
less than the figures shown in table. The numbers in the table show at least
marginal profits for the above reasons.
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(2)

Before doing this business, Company practices like these. It can do like
project that generates net profit 3,000,000 Bahts within eight months. If
Company works like these, net profit will be 20,000,000 Bahts within 5
years hitting the Company objective (15,000,000 Bahts). The Company
manages by speculating similar commodity business. M.K.' s strategies
apply when the price decreases, Company sells plastic resin before and buys
it after. M.K.' s strategies apply when the price increases, Company buys
plastic resin before and sells it after. This case must do stock. Net profit
after deduct interest rate ( 15%) and all expenses still rests at percentage
9.97%, 15.92%, 14.97%, 15.49% and 15.83% of capital respectively.
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V.

CONCLUSIONS

Industrial trading firm is a business which represents sellers and performs only a
few functions and does not take title to goods.
Trading firm business includes all activities involved in selling goods and services
to those buying for resale or business use.
Trading firm buys product from producers and sells to retailers and industrial
consumers. But why are trading firms used at all? Why would a producer use trading
firm rather than selling directly to retailers or consumers? Quite simply, trading firms
are often better at performing one or more of the following channel functions:
(1)

Selling and promoting. Trading firms' sales forces help manufacturers reach
any small customers at a low cost. The trading firm has more contacts and is
often more trusted by the buyer than the distant manufacturer.

(2)

Buying and assortment building. Trading firms can select items and build
assortments needed by their customers, thereby saving the consumers much
work.

(3)

Bulk-breaking. Trading firms save their customers money by buying in carload lots and breaking bulk (breaking large lots into small quantities).

(4)

Warehousing.

Trading firms hold inventories, thereby reducing the

inventory costs and risks of suppliers and customers.
(5)

Transportation. Trading firms can provide quicker delivery to buyers
because they are closer than the producers.

(6)

Financing. Trading firms finance their customers by giving credit, and they
finance their suppliers by ordering early and paying bills on time.

(7)

Risk bearing. Trading firms absorb risk by taking title and bearing the cost
of theft, damage, spoilage, and obsolescence.
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(8)

Market information. Trading firms give information to suppliers and
customers about competitors, new products, and price developments.

(9)

Management services and advice. Trading firms often help retailers train
their salesclerks, improve store layouts and displays, and set up accounting
and inventory control systems.
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VI.

RECOMMENDATIONS

In trading firm business, there are some useful factors that may be recommended

to entrepreneur as follows:

6.1

Services
There are 3 points that should take into action as follows:
(1)

A MIS System
Trading firm business should improve MIS System of Logistics and
order processing because it will help the company to work efficiently and
effectively including customer satisfaction.

(2)

A Technical Sales Person
Trading firm business should have a technical sales person to provide
service and control especially for market in order to create competitive edge.

(3)

Customers Classification
For saving loss strategy, the company should separate class of
customers and strict credit line by depending on class of customers as
follows:

6.2

Class A

Credit line within 7 days after delivery date.

Class B

Credit line within 30 days after delivery date.

Class C

Credit line within 60 days after delivery date.

Evaluation
The purpose if this evaluation is to measure brand awareness, product royalty and

customer attitude to products. This will help us control and forecast our products'
demand compared with competitors. The method used in evaluation is the Marketing
Research. This will be done by outside marketing research company or inside.
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The evaluation will be done in December each year to forecast every factor in the
next year.
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APPENDIX A
A GLOSSARY OF TERMS
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A GLOSSARY OF TERMS

Advertising: Any paid form of nonpersonal presentation and promotion of ideas, goods,
or services by an identified sponsor.

Attitude:

A person's consistently favorable or unfavorable evaluations, feelings, and

tendencies toward an object or idea.

Cost of goods sold: The net cost to the company of goods sold.

Customer satisfaction: The extent to which a product's perceived performance matches
a buyer's expectations. If the product's performance falls short of expectations, the
buyer is dissatisfied. If performance matches or exceeds expectations, the buyer is
satisfied or delighted.

Distribution center: A large, highly automated warehouse designed to receive goods
from various plants and suppliers, take orders, fill them efficiently, and deliver goods to
customers as quickly as possible.

Entrepreneur: Risk taker in the private enterprise system.

Executive summary: The opening section of the marketing plan that presents a short
summary of the main goals and recommendations to be presented in the plan.

Finance: Business function of planning, obtaining, and managing a company's use of
funds in order to accomplish its objectives most effectively.
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Income statement:

Financial record of a company's revenues, expenses, and profits

over a period of time.

Information search: The stage of the buyer decision process in which the consumer is
aroused to search for more information; the consumer may simply have heightened
attention or may go into active information search.

Market positioning:

Arranging for a product to occupy a clear, distinctive, and

desirable place relative to competing products in the minds of target consumers.
Formulating competitive positioning for a product and a detailed marketing mix.

Mission statement:

A statement of the organization's purpose - what it wants to

accomplish in the larger environment.

Planning: Anticipating the future and determining the best courses of action to achieve
organizational objectives.

Profit: Reward for the businessperson who takes the risks involved in blending people,
technology, and information in creating and marketing want-satisfying goods and
services that provide customer satisfaction.
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