CHAPTER 11

MARKETING TECHNIQUESAND HKEC'SEXPERIENCE IN
MARKETING

Market experiencein Hong Kong

For an export credit insurer, the total size of the market is the volume of exportsthat is conducted on
credit terms. But thereis non-insurable business (eg. in-house transactions). No officid dtatistics
areavailableto provide an accurate estimate. Survey methods may be used to segment markets and
estimate likely demand. The potential markets are those not yet insured and appropriate marketing
techniques should be used to tap individua market segments.

2. A commercid credit insurer'sgod isto transact profitably in target markets. Officid credit
insurers may have a different god, e.g., to support export trade. The company's misson and

corporate goal will affect the way it operates in the market.

3. Craditinsuranceis not monopoligtic. Competition may come from:
(@ Sdfinsurance
(b) Bankswho do not ingst on protection;
(c) Factoring companies,
(d) Foreign insurers through insurance brokers,;

(e Loca providers- local insurers and loca branches of foreign credit insurers.

However, competition in Hong Kong is not particularly fierce from (c), (d) and

(e). Focusis on convincing exporters and/or banks to insure.

4. Thereare over 180 banksin Hong Kong. They are active in trade and project financing. The
banking industry in Hong Kong isindeed very compstitive. Many banks no longer ingst on full

security, and are prepared to accept financing on less secured terms. They increasingly are



accepting HKEC's policy as avduable collateral security in trade financing. Over 60% of
HKEC's insured business adopts this form of security to obtain financing. More business can be

tapped through banks.

5. Thebassof insurance affects busness acquisition. Whole insurable turnover requirement has met
with growing resstance. Some exporters will walk away if this concept isrigidly hedd. More
busnessis possbleif:

@ Whole insurable concept is not inssted upon
(b) Fexible terms of cover are offered

(c) Talor-made cover is made for large exporters

6. Public awareness of the values of export credit insurance isimportant to business acquisition.
Continuous publicity and promotion are necessary to enhance corporate image and obtain business
from potentia customers. Though public reaions activities are costly, sufficient resources must be
alocated.

7.  Exporters may have different needs for insurance;
(& Protection
(b) Credit advisory service
(c) Expangon of export trade
(d)  Debt collection advisory service
An andysis of the needswill enable a company to formulate its market ssgmentation and targeting
strategy-

HKEC's marketing mix

@ I nsurance facilities
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8. While the basic insurance facility is offered to the generd public, tailor-made cover or flexible
cover should readily be extended to certain target groups which:

()  insure subgantid volume of business.

(i) insureaportfolio of good spread of risks, and

()  have agood track record;

Tailor-made cover includes single risk cover and flexible cover includes cover with rebate, no daim

bonus, long term contract etc.

(b) Pricing
9. If an exporter seeks cover, it accepts areasonable level of premium cost. Pricing, however,
becomesacrucia dement when the exporter losesinterest in the cover (through dissatisfactioninthe
quality of service or the scope of cover or when there are compstitors, flexible pricing policy should
then be implemented.

(c) Publicredations

10. Public rdations expenditure is the third largest expenditure item in HKEC, after sdlaries and
credit information. It takes up dightly over 5% of the total operating expenses. Thefollowing media
are used:

(@ Leading, newspapers and magazines,

(b) Roadshows,

(0 Radio;

(d) MTRtrainand Sations,

(e Direct maling; and Telephone marketing.

In addition, over 60 seminars are conducted every year.

d) Distribution channel

11. HKEC rdiesonitsdirect saesforce to get new business and retain customers.
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12. HKECisnow employing aprofessional broker to market its products. Theresult isnot good.
Brokers may be more actively used if competitors are using them.
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