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EXECUTIVE SUMMARY 

 

Although the economy is still recovering from the worst recession since the 1930s, Steve 

Davidson has decided to pursue two of his passions in life and take initiative to open a canoe 

manufacturing shop. Not only does Davidson have many years of experience with both canoeing 

and woodworking, but he recognized an opportunity in the market for canoes—particularly for 

those made of handcrafted cedar. The decision by Davidson to specialize in Peterborough canoes 

was the correct one, as the design is extremely popular in his local community of St. Thomas, 

Ontario.  

 

In order for an entrepreneur to be successful, however, product differentiation is essential. With 

hundreds of online storefronts in addition to the mass canoe manufacturers such as Coleman and 

Alumicraft, it is necessary for Catfish Creek Canoe Company (CCC) to create a product with 

unique features that separate it from competing products. Walnut decks, brass fasteners, cane 

seats, and a five-year warranty are just a few features included with a canoe from CCC, 

especially considering the target market the company is aiming for. These features all would 

likely be very appealing towards professionals with above-average incomes, as they require fine 

craftsmanship and attention to detail.  

 

There are many different market segmentation strategies that Davidson has to choose from, but a 

niche-segment strategy would be most appropriate for CCC. Certainly not all members of CCC’s 

target market will have the same exact tastes and preferences, but tailoring marketing and pricing 

strategies towards professionals with above-average income levels would be most beneficial. 

With fine, handcrafted canoes made of cedar, CCC will be targeting a niche customer with 

specific needs, lifestyles, and behaviors. Lower quality, mass producers such as Coleman and 

Alumicraft will not be viewed as main competitors—but rather other small canoe manufacturers 

that offer premium, customized canoes at higher price points.  

 

As Davidson stated, CCC will make its canoes available at a premium price, but not at the top 

end in the canoe market as the company lacks a sales force. Although high prices typically deter 

customers from entering a market, CCC’s focus on quality and customization more than justifies 

a higher than average price point. Many new products start out higher price points then gradually 

decrease over time as the market continues to become saturated. The optimal pricing strategy for 

Davidson to implement would be skim pricing, which would allow CCC to penetrate the quality-

sensitive market for handcrafted canoes. As demand for CCC canoes increase, Davidson could 

then lower prices to attract more customers.  Skim pricing is most effective if implemented in the 

growth stage, so it would be recommended for Davidson to adopt a temporary premium-pricing 

strategy when the store opens in August. 
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Business Proposal 

 

In regards to pricing, Davidson mentioned that he did not want to make his canoes too costly, 

especially since direct customer sales would generate the majority of revenue. At the same time, 

it would not be wise to compete with larger canoe manufacturers in price, as the costs of making 

a quality, handcrafted canoe are much greater than the costs that go into making a mass-produced 

polyethylene canoe. Consumers also typically associate high prices with high quality as well—a 

view that would hold validity in regards to canoes made by CCC.   

 

As CCC would not have the benefit of achieving economies of scale or having a large marketing 

budget like larger canoe manufacturers, Davidson should remain focused on creating an 

interactive, user-friendly webpage in addition to ad placements in magazines such as Canoe & 

Kayak and Kanawa. Magazine ads are relatively inexpensive, but yet could immensely increase 

exposure for CCC. Finally, with all of CCC’s competitors offering customized canoes, Davidson 

should place a strong focus on customization so every customer’s needs can be met.  

 

Marketing Challenges 

 

Davidson has decided to use a direct sales approach in which CCC will engage with its 

customers by directly marketing and selling to them. Direct mail, media advertising, and digital 

marketing are a few channels Davidson will utilize to market the company’s canoes to 

consumers. Indirect marketing channels such as wholesalers or retailers will not be used to reach 

customers, at least not initially. CCC will rely heavily on its digital marketing channel—its 

website—to reach prospective customers as the marketing budget is limited. Not only could the 

website generate online sales, but many consumers could end up making a trip to the brick-and-

mortar store to make a purchase after researching information online.  

 

With a direct business-to-consumer (B2C) approach, CCC would retain ownership of its 

products. The company would also be responsible for distributing, servicing, and collecting of 

payments for the canoes it sells. Considering Davidson plans to start out small and only produce 

30 canoes per year, a direct customer sales force would simply be too costly. The benefits of 

customer interaction and communication will not available for CCC without a sales force, but it 

would be unreasonable for Davidson to rationalize the creation of such a team.   
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Recommended Marketing Strategy 

 

After reviewing all facets of Davidson’s canoe manufacturing company, the recommended 

marketing channel to use would be direct. This recommendation falls in line with Davidson’s 

thinking, as CCC would be responsible for selling and distributing its products. Assuming 

Davidson has a firm understanding of how to create effective digital advertisements, CCC would 

have the greatest chance to achieve profit maximization with a direct sales approach as costs 

would be relatively low.  

 

As for the size of the market CCC will be involved in, Canadians own roughly 640,000 canoes 

and two million boats. Although boat manufacturers are not CCC’s primary competitor, it could 

still draw consumers away from the boat market with a quality product and effective marketing. 

One focus of Davidson’s marketing strategy should be to communicate to consumers what sets a 

canoe apart from other watercraft such as boats, windsurfers, and sailboats. The most obvious 

selling point would be the fine craftsmanship that is put into every canoe. CCC canoes will be 

made of cedar—a much more elegant look than plastic or polyethylene—and it is essential for 

Davidson to highlight this product feature in his advertising campaigns.   

 

Pricing and Break-Even Considerations 

 

When taking Davidson’s comments about selling his canoes at a premium into consideration, the 

recommendation would be for him to set prices at levels comparable to the upper third of 

competitors. If CCC priced its most expensive model at $5,500, only two of the other 11 canoe 

manufacturers would have a higher priced model. As for the lowest priced model, it would be 

recommended for Davidson to offer no models under $2,000. Again, if Davidson wants CCC to 

obtain the perception of a premium brand, he will need to be strategic with his pricing methods 

and make the canoes affordable to only professionals with above-average income levels. Prices 

can be lowered in the future, but in the growth stage, the recommended strategy of skim pricing 

suggests that price should be set at the highest level initially.  

 

Davidson projects roughly $90,000 in sales the first year, which would be generated from a 

projected sales total of 30 canoes. Projected costs for the first year are estimated to be around 

$20,640, not counting the additional $1,161 cost per canoe. Therefore, with an average selling 

price of $3,912 (as seen in Figure 1), CCC would receive $2,751 profit on each canoe sold. In 

order to at least break-even, eight canoes would need to be produced and sold in the first year. 

The ideal scenario would be for all 30 canoes to be sold, in which case CCC would gain roughly 

$82,530 in gross profits for the year. The result would be a net profit of $61,890 for Davidson. 
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Price Recommendation 

 

As mentioned previously, it is recommended for Davidson to implement a skim pricing strategy 

upon the opening of CCC as higher margins can be obtained. Sales may be limited, but Davidson 

is only planning to make 30 canoes in the first year, anyways. When Apple launched the iPod, it 

devised a very similar pricing strategy as the iPod offered performance levels much higher than 

most competing products. Over time, Apple began increasing production as it had more time to 

do so, and price was resultantly lowered to attract more consumers. Apple also had an expansive 

product line of iPods with each product offering different levels of performance and made 

available at different price points. Davidson should follow this strategy as well by producing 

low, medium, and high-priced canoes—all with different sizes and features. CCC should also 

provide customers with an option to request a customized canoe, although pricing would have to 

be slightly higher for such canoes.  

 

As there will be no intermediaries, cost-based pricing would not be a viable option for Davidson 

to implement. Customers and competition are two large factors that Davidson needs to remain 

focused on, suggesting a value-based pricing strategy would be most beneficial. Product 

performance, quality of customer service, brand reputation, and price are just a few factors that 

create value in the eyes of a consumer. There are five main types of value pricing, but 

performance-based pricing would be the strategy that would be most likely to benefit CCC.  

 

With a performance-based pricing strategy, CCC would set prices according to customer 

preferences on price and performance, while taking its competitors’ market position into 

consideration. When taking a look at the offerings of the competition, only four of 11 offer more 

than five models of canoes. Customization is a very important aspect of a product, especially for 

those with premium price points.  The recommendation would be for Davidson to offer at least 

eight different standard models, with the option to customize from scratch as well. The following 

table outlines a further description of the models that should be made available: 

 

Figure 1 

 Size Customize Price  Custom Price 

Model 1 10 ft. No $2,000 $235/ft. 

Model 2 12 ft. Yes $2,600 $235/ft. 

Model 3 15 ft.  Yes $3,300 $235/ft. 

Model 4 18 ft. Yes $4,000 $235/ft. 

Model 5 20 ft. Yes $4,300 $235/ft. 

Model 6 22 ft. Yes $4,600 $235/ft. 

Model 7 24 ft. Yes $5,000 $235/ft. 

Model 8 26 ft. No $5,500 $235/ft. 
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The pricing model outlined above is slightly higher on average compared to the 11 other canoe 

manufacturers. Also, instead of charging different prices for custom options like many 

competitors do, there is simply one flat rate of $235 per foot. The only models that cannot be 

customized will be the 10 and 26 foot canoes, and the reasoning behind this is to avoid confusion 

among the consumers with complex pricing schemes. Many competitors do not offer a wide 

range of sizes, so CCC should have a relative competitive advantage in this regard.  

 

Profitability Projections 

 

As mentioned previously, if all 30 canoes were sold in year one, CCC would gain $82,530 in 

gross profits, resulting in a net profit of $61,890. To further outline profitability projections, a 

sample income statement was created, displaying the three-year growth potential for CCC. In 

2015 and 2016, 40 and 50 canoes will be the projected sales totals, respectively. The projected 

average price of $3,912 per canoe will remain unchanged. 

 

CCC income 
statement.xlsx

 
 

In the projected income statement for CCC, estimates were also derived for interest expense and 

income taxes. After all costs and expenses were subtracted from the sales revenue total, net 

income resulted in $36,103 for the first year. In 2015 and 2016, projected net income jumped to 

$51,576 and $73,066, respectively. Profit margins are all projected to be over 30%, which would 

be a fantastic goal to reach.  

 

Final Thoughts and Recommendations 
 

When considering the marketing and pricing strategy proposed by Davidson, it seems to be built 

on a solid foundation for success. Although he does not mention a specific pricing strategy other 

than setting them at a premium, it would be most beneficial to implement skim pricing where 

prices would be highest upon the initial opening of the business. Over time, price could then be 

lowered as production increases and the market is more concentrated. With the pricing model 

outlined in Figure 1, CCC would not have the most expensive canoes on the market, but would 

be close—a strategy Davidson recommended in his proposal. Finally, CCC could gain a 

tremendous competitive advantage by offering a wide variety of models, as described. In order 

for the business to truly take off, however, an effective marketing strategy will need to be 

implemented to gain exposure throughout the canoe market.  
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APPENDIX A 

 

 

CCC income 
statement.xlsx

 


