Executive Summary

Offering tax preparation service to present and new customers is a significant market to enter. This program has the potential to increase Conn’s yearly sales by 15% in the first year with the same in successive years. Conn’s experiences a competitive advantage over by using its in house credit and strong regional brand name. By placing the tax preparation service in the stores it will give them a distinct advantage with its current credit customers and allow new customers to drop off the information and then browse the store while they wait. Initial investment will be $1.2 million for advertising which will have minimal impact since this would be redirecting advertising dollars already being used. Since the strategic alliance will require a tax Preparation Company to set up its equipment, other start up investments will be minimal and limited to a phone connection, space to set up a cubicle, and a broadband connection. If Conn’s is required to set the station up it will require $1650 for each store the first year only with the tax preparation company providing the software. 


Advertising will be critical to the success of the plan. Advertising will commence in December of 2005 for the 2006 tax season. Television, News Paper, Radio, and direct mailing will be the mediums of choice for advertising. Television will be used to bring awareness to the product and News Papers will then advertise the weekly specials. Radio advertising will emphasize Conn’s new service and how it will benefit the consumer. Direct mailing will solicit previous, present, and potential credit customers to stimulate repeat sales. Other incentives will be offered, such as: double your refund, no interest for three months, no interest for one year, and 5% off on your interest for the first year; when competitors start responding to Conn’s advertising. 

I. Introduction


Conn’s Inc. is a retail home appliance, electronics, and lawn equipment store. In their operation, Conn’s owns and operates its own credit department.  This allows Conn’s to offer various credit options their competitors cannot compete with and allow Conn’s to market to consumers with no credit, low credit, or bad credit.
To further leverage their credit options, Conn’s could offer a tax preparation service.  This service would file the tax return for the customer in return for the customer’s refund being applied to a down payment on a Conn’s product. This service would not only help initially to get customers in the store to make purchases, but also help in developing relationships to promote repeat purchases.
Establishing this type of service would be very beneficial to Conn’s. It would require hiring licensed tax preparers to place in each of their 50 stores in Texas and Louisiana. Conn’s could conduct this tax preparation for free with a rapid refund, which would be just like how HR Block does it (loan the money to them for a fee), that would be used for a down payment on the product which would then be on its credit program.

II. Situational Analysis

Situational Environments

Demand and Demand Trend

Every year between January 1st and April 15th, almost all Americans must file a tax return.  There has been a recent trend for some companies such as car dealerships and retail stores offering tax consulting to their customers.  Customers have begun using this service as a one-stop-shop to get their taxes done (for free or minimal fee) while purchasing a product that they could not purchase previously.  Companies are using this service as a tool to get the customer into their store.

Social and Cultural Factors

Every year more and more people file bankruptcy. This has created a social subgroup in the general population that does not have the money to purchase products without credit and they cannot get credit due to bankruptcies. This allows companies to offer credit to these consumers since they cannot file bankruptcy for seven years. This makes this subgroup susceptible since this would be the only way to secure credit. Sadly to say, this group has been getting larger every year.
Demographics


The southern Texas-Louisiana area has a large Hispanic, low-income market.  Many of Conn’s markets have a majority of the population being of Hispanic decent. Conn’s takes advantage of this market by offering credit options that their competitors cannot currently offer because the risk associated with these individuals.  
Economic and Business Conditions


The United States has for the most part recovered from the effects of 9/11 and the recession that followed.  Despite, the South Texas, Louisiana corridor does contain a relatively high unemployment rate and a sub-par median income.
State of Technology


In recent years, companies have offered tax services through the Internet or through software and even the IRS have moved their base to the Internet since you can E-File and download forms there too.  This has allowed the customer to do their own taxes rather than using a tax advisor or consultant.  Despite this, the members of Conn’s service area are not the likely users of this technology since their segment is typified by consumers that have household electronics but not necessarily computers and the internet.  
Politics


Since the House, Senate, and Presidency is controlled by republicans, the political situation for businesses is good for at least three more years. The current political environment is pro business and pro consumption; elements that Conn’s needs to be successful.

Laws and Regulations 

Recent legislation can only but helps Conn’s and how they position their credit system. Under current laws consumers can file bankruptcy and be absolved of their debts but under the new legislation it will be more difficult to do. How much you pay back will be based on your income compared against the median age and is extended from three to six years. This will probably not stop bankruptcies but it will protect creditors like Conn’s and help them recover delinquent loans.

Neutral Environments
Financial Environment


Conn’s is very solid in the financial category; with sales in 2004 topping $567 million and with a net income of about $30 million they have the capital to open new stores at an alarming rate. Currently with 50, they are expanding with about three new ones each year. This project would be very feasible for them to accomplish.

Government Environment


There are no current laws and regulations that would make this project unfeasible except they would be required to have licensed tax preparers.

Media Environment


The media would be in favor of this project since it would require advertising through all the traditional and also the non-traditional mediums.
Special Interest Environment


There would be no special interest groups that this would affect.

Competitors Environments

Since there are many auto dealers that offer this type of service, competitors would definitely respond with campaigns of their own. Competition would be fierce since the first movers would want to maintain their share of the market. They already have experience in recruiting customers so a study of how they build value would be essential to the success of our project. The marketing channels that they use primarily are through the newspapers and television. Since the purchasing of automobiles does not happen as frequently as household products Conn’s would definitely enjoy customer favor due to frequency and price of products. The strengths that Conn’s enjoys over their competitors in substitute competition are numbers of already existing customers and their loyalty to Conn’s via of their credit system.
Company Environments

Conn’s is a specialty retailer of consumer electronics and home appliances that operates 50 stores in Louisiana and Texas. Among these products are refrigerators, freezers, washers and dryers. They also offer projection, plasma, LCD televisions, camcorders, VCR, DVD players and home theatre products. For outside the home they also offer lawn and garden equipment and inside office equipment too. Throughout their 1100 products they have much expertise on how to use the equipment. Based on 2002 revenue reports, Conn’s is the 13th largest retailer of home appliances in the US.

Conn’s is also known for their customer service, which is excellent, and with their customer focused business strategies make them a strong competitor in their industry.  Adding their credit system they have substantial brand name recognition and can boast that 59% of their credit customers are repeats.


Conn’s final strength is their sales force training. Initially their sales force is given an extensive three weeks at the corporate headquarters and then another week at the store they are assigned. This training emphasizes customer relationship marketing and they use this to secure a competitive advantage over their competitors.

III. Target Market

Conn’s target market is primarily the Hispanic consumer in South Texas and Louisiana.  This market tends to be of low income and specifically have poor credit.  Conn’s exploits the poor credit of these individuals to attain economic rent.  Currently, Conn’s competitors are unable to meet the financing needs for this market.

The size of this market is extremely large because of Conn’s service area’s proximity to Mexico.  This location provides a constant influx of new, potential customers.  The Hispanic segment in Conn’s service area is growing at an exponential rate providing a good future outlook for Conn’s current strategy.


Conn’s typical customer and target market tends to be relatively brand loyal.  This allows Conn’s focus to get the customers in the door in hopes of developing this loyalty and long standing relationship.

IV. Problems and Opportunities

Opportunities

· More security when loaning to individuals.

This is due to recent legislation revamping the bankruptcy laws allowing creditors to recover more funds. This is an opportunity since consumers will not be allowed to charge off their debt without making restitution for some or all of their debt. 
· Income tax returns being used for down payments on products. 

Every year, millions have their income taxes prepared by a tax preparation company, such as Jackson Hewitt and H&R Block. Many auto dealers offer this service to customers thereby establishing a market that could be entered into with relative ease. By providing income tax return preparation in each store, sales will significantly increase from January 15th to April 15th. Customers will get their income tax returns done for no charge if they use at least $1000.00 as a down payment; only on basic income tax returns for returns of more complexity it require more being used for down payment. This would require a strategic alliance with a tax preparation company to accomplish since they would have the ability to provide for all 50 stores.
Problems

· Competitors or indirect competitors such as Auto Dealers may respond with special deals to facilitate customer retention and steal potential sales from Conn’s. 
Since no strategy survives first contact, Conn’s should be prepared to respond with incentives to counter act the response. This could be done by offering reduced interest on the account, reduced interest for three months, no interest for the first year, and 5% to 15% reduction on products etc... Certainly the type of response will be due to what the auto dealers or other businesses do. Another response could be to have their income tax return doubled (this would be limited to a few individuals per month taken from all the stores).
Competitive Advantages

· In-House Credit Department
Conn’s has leveraged its in house credit department to finance over 56 percent of their retail sales. “Conn’s Special Time Payment” option permits Conn’s to target buyers with low-income, bad credit, or no credit; where as, Conn’s competitors cannot offer such credit due to outsourcing credit financing. Customer receivables are financed substantially by asset backed securitization. Servicing fees and interest income are received and then transferred to a third party subordinate security. This process reduces Conn’s overall risk while generating economic rent. The in-house credit department is difficult to imitate due to the high switching costs of competing firms to move from current credit options to owning and operating their own credit department while making an effective return.

Conn’s has built a strong regional brand name through its various credit options. 
· Strong Regional Brand Name in Low Credit Market
Consumers with poor credit ratings are denied credit with its competitors and therefore cannot purchase products. Conn’s presents itself as the only alternative to establishing credit that primarily contributes to the building of a strong regional brand name.
V. Marketing Objectives and Goals
Objectives
· To significantly increase dominance in the low credit consumer market in the retail technology industry.
· Time to Achieve: 3 years

· To introduce a new service, income tax preparation, to the retail technology industry.

· Time to Achieve: 6 months
· To achieve maximum return on investment through income tax preparation.

Goals

· Control 70 percent of the consumer market with low credit by 2008.
· Attain a strategic alliance or contract with Jackson Hewitt to locate tax preparation personnel and equipment in all in the next month.

· Prepare location at the front of every store for the implementation of the tax preparation service. 
· Average 100 customers to the tax service each month for each store in the first year of introduction.
· Increase sales by 15 percent from months January to April for first year of introduction.
VI. Marketing Strategy

Advertising for this project will be done on a threefold dimension. First, television ads highlighting Conn’s new service of tax preparation being done inside their local store. It point out the value at purchasing at Conn’s, the convenience of in store credit, and by using at least a $1000 of their tax return on a down payment they will get this service for free. This will be done on TV shows that our segment watches.

Secondly, advertising done through local newspapers with the same appeal. This will allow for Conn’s to reach consumers more efficiently with insert ads in the newspaper. Thirdly, Conn’s will use bulk mailing to all their present clients to inform them of the new service in order to stimulate them into action and purchase more products. 


Invariably, other companies that offer this service will respond with specials of their own so Conn’s will have the following responses. The first one would be to double the return with one or maybe two a month and taping the moment of them being notified so as to use it for a commercial. As their competitors respond with more pressure then we would move on to: 1. offering no interest for three months, 2. no payments for three months, 3.5% (apr) interest reduction for the first year, and no interest for a year. Of course this will be based on their credit rating so none of these are written in stone for everyone.

VII. Marketing Tactics

Product

The overall goal of the tax preparation service is to introduce this new service to support the primary activities of Conn’s.  The product serves as a means to get the customers in the door or to help create and maintain relationships with potential and current customers.  It is important to gain an alliance or contract with a large tax prep firm such as Jackson Hewitt to create trust and credibility of the service.  This may cut into initial profit margins, but the goal is to create repeat customers through credit, not make millions of dollars from the tax preparation service.
Price


This service is a convenience service saving the customer time from completing the return themselves.  Ultimately, Conn’s would want to set the price lower than the competition to get the customer to enter Conn’s.  Conn’s will make its money from credit fees and charges and not from the tax service.  However, the company that Conn’s creates an alliance with may want to keep a competitive price so that its company’s image or expertise is not viewed in bad light due to the low price.
Place


Conn’s will sell this service directly through its own stores.

Promotion

Conn’s will use a multi-level approach to promote this service.

Personal Selling – Conn’s already possess a motivated, well-trained sales staff.  When customers are shopping at the stores, Conn’s sales associates will also push the tax preparation service to their previous customers.

Promotions – Conn’s would offer a discount off the overall purchase of the customer with the use of the tax prep service and purchase with Conn’s credit program.  Despite the loss in profit margin because of the price promotion, Conn’s would more than make up the difference with financing charges.
Advertising – Conn’s puts out a weekly ad in the local newspapers.  Conn’s could advertise this service on its front page during the high-volume tax preparation months.  Conn’s could also advertise on local radio channels further targeting their market.

VIII. Implementation and Control

To implement this strategy, first of all, an advertising budget needs to be developed. Over the years of 2006 to 2008 the advertising budgets for these years will be $1.2, $1.5, and $1.8 million dollars with the ads starting in December of the preceding year. To break even for this sales campaign, tax returns prepared for 2006 it would be 3429, for 2007 it would be 4286, and for 2008 it would be 5143.  This is based on the amount of advertising dollars divided by the profit margin (35%) and then divided by the amount of down payment. 
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Cash flow predictions will be significant when the goals are achieved. As shown in the chart below: 2006 would be $20 million, 2007 would be $30 million, and 2008 would be $34 million. This will be achieved by meeting monthly sales goals as depicted in the charts for each below. 
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Start up cost would be negligible since the tax preparation company would have their own equipment to do the tax preparation. If Conn’s is required to set up each tax preparation cubicle it would require a computer ($900.00), Laser Printer ($250.00), Desk ($250.00), and Dividers ($250.00) for a total of $1650. This would increase the break even number by 300 for the first year only. 

Since this sales campaign will be a strategic alliance it would require implementation for Conn’s and the tax preparation company. Conn’s would be required to provide space for the cubicle for the Tax Company, telephone connection, and broadband internet connection. In addition, they would be required to implement the advertising campaign. The Tax Company would provide the necessary hardware in order to accomplish the tax preparation and a company representative. 
IX.Summary

Conn’s will be able to use this plan to support its current strategies and to increase its revenue dramatically. The tax preparation service will allow Conn’s to generate increased revenues during a part of the year where it experiences its lowest sales. The tax preparation service will allow them to bring in new customers and repeat sales to existing customers. Conn’s primary competitors: Best Buy, Sears, Circuit City etc… will not be able to respond since they do not have an in-house credit department which does not allow these firms to be as flexible as Conn’s can be. The credit department supports Conn’s various credit option which create a differential advantage that allows Conn’s to siphon off customers from competitors. With sales revenue projections for the first year of $20 million, this will increase its year end revenue by 15% the marketing plan will generate new customer and repeat customers ultimately leading to repeat sales..

Response from auto dealers and other stores is inevitable. Conn’s has a marginal advantage over them since the price per unit Conn’s has is significantly lower than the later. Additionally, they have a large customer base to draw from in its previous and current credit users. Having a strong regional brand name makes this plan very viable. 
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