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Question {
Introduction
AdMart’s initial positioning was to be a substitute of supermarkets and focused on
packaged goods and groceries. Subsequently, it refocused its product strategy 1o
include home and office furniture, household appliances and office suppliers. To

evaluate if gdMart’s positioning strategies were appropriate or not, we must first

- e

\
understand Who/ it served, what the targete ustoﬁwer group’s needs and how adMart
vt i e

satisfied customer needs by its core competencies.

S
In positioning its products, adMart must first identify possible competitive advantages
on which to build the position. To gain competitive advantage, adMart must offer
greater value fo chosen target segments, either by charging lower prices than

competitors do or by offering more benefits to justify higher prices. Thus effective

ae : . 4M\‘i. . ! . e )
positioning begins with actually d ferentiating the gompany’s marketing offer so that
/
Yy, —

they arc offered by the competition. The chosen

r—— i

it gives consumers more value ¢

values that adMart wants to deliver to target customers include offering competitive

7

price,/conyénience and frec delivery to customers. Once this desired position is
w

chosen, adMart must take strong steps to deliver and communicate that W {0

target cuslomers i order lo atfract the target customers buying its products. The
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company’s entire marketing program should also support the chosen positioning
strategy.  In the following paragraphs, we will examine adMart’s positioning
strategies on packaged goods and groceries, hong&d office furniture, household

appliances and oflice supplicrs to sce if it can completely fulfill the customer needs.

L
S =
Packaged soods and eroceries { \)/@N\ iyl ‘-‘::;m’“" 7
v

differentiated products, Other than supermarkets, customers would also purchase

channels could it for their needs and purposes.
\‘____'___._'-m-

In Ilong Kong, where ncarly everyone lived within reach of a supermarket, wet

/
market, small retail shops or 24 hour convenience store.  Customers could easihy“{)uy

the packaged goods and groceries through these channels that they do not nced to

purchase them from adMart and wait for delivery at a later time. In addition, the

//J’ﬂ \‘;
majority of customers making the buying decision are 1@}\/&3 and they would

like to purchase these items at supermarket for their families where they could have

more choices and comparison on different brand names/ prices and quifit/}? Some
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customers wanted Lo touch and hold the goods they buy, and compare for the lowest
possibie price with different brands, qualities and ingredients. Further, shopping at
supermarket becomes a hobby of many people, especially for the housewives or

female. They may not decide what they are going to purchase at the time they
\_y\_

entercd into the shop until they see the physical products on the shelves, be stimulated

to purchasc the products il special promotion is held. yimig elderly customers, they
A

!}
would purchasc the above mentioned goods at the mr@éil stores or wet market

e et
nearby because they had dealt with the shops for many years and personal tics were
there that led to long-term customer loyalty towards the small retailers, shops at wet

market. At there, customers could have a chat with the retailers, bargain hunting and

haggle [or the lowest possible price with them. They could have a touch and hold

the goods they buy and such habits would continue to presestdifficulties for. adMagt

E————
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As we know, adMart is a direct marketing company, it sold groceries/and packaged

positioning strategy.

goods through Internet and fax, telephone orders, and offered free deltvery service.
This says that all of the orders must be placed via machinery where equipment Jike

computer with Internet service is needed, telephone or fax machine is a must.  Thus,
™y

vl /
the customer ba)!és iy/t_it(j(%o the above conditions where the target segment in the

T

ey
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market is restricted by the requirement.  People do not own or know how to operate

computer, fax or telephone are unable to make an order. Thus, online transactions

could not live up

»
expf;t/a/ticnm easily. [ven the required machinery is available
)

and orders are placed, customers need to wait for the delivery of/the ordgied groceries

V;,;7"

and packaged goods.

A product in fact can be viewed as a bundle of attributes.  For instance, the attributes
on packaged poods and groceries selling electronically include convenience,
competitive price, free delivery ete.  products are successful when their attributes
match customer needs and they are priced appropriately. However, the variety of

proceries and packaged goods offered by adMar;/is not wide cnough in terms of
/

brands, types, price ete where it offered far below 9,000 SKUSs oﬂ‘exﬁ/}iy standard

Ty

supermarket store and AdMart was plagued by product and scrvice problems.  As we
know, different customers would have different needs and preference on the goods

they purchase, some of them are sensitive to price, some of them would demand the
P

<

adMart offered a lower price to customers, they sold food products that had passed

their expiry date, used of imitation labels on read wine and brandy, and lacked of

proper expiry labels on instant noodles and canned meat.  Missing order records and
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incorrect stock inventory levels happencd frequently.  In brief, adMart is incapable

< rgmige . g
ol fultilling the customer nceds on these items. \ \ N
V‘dww-""‘m' -

Home and ollice furnifure

/!
/

As the initial position is not succes fU.]Jg; adMart refocused its product strategy by the
inclusion of home and oflice furniture, houschold appliances and office supplies in an
altempt to increase sales and market share as the prices and profit_margins of these

new items ar: 4n only offering packaged goods and groceries.  This need to

reposition is the result in response to competitive pressures or opportunities presented
in the external environment. We must undersiand that customers like to minimize
cost and maximize benelits.  The costs of acquiring home and office furniture
welude monctary cost, time cost, space taken up, physical and mental effort, and
psychological costs such as anxiety. Benefits include monetary gaie/%ld savings,
savings m time and elfort (i.c. convenience), and other less tangible benefits such as
Pt
status, psychological experience, otc'. For buying home and office furniture,
customers include families and oflices, they usually undcm&?%omplex buying
behavior customers which they are highly involved in a purchase and perceive

signiticant differences among brands.  They will gather information on each hrand

and compare their features and advantages against the price prior purchasing one,

/

A
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Thus, customers would prefer making purchase in a physical St(ﬂ/’ because they coutd

have more choices at the location, they could see and have a touch on all the products

that are available.  Since size, styles, colour, design are more important to customers,
}J

at physical shops, customers could take measurcment 914 them, see the design and

look into every details and compare various sizes, prices, materials between different

.

N
A
. ~ . . - ; . L
options from different locations.  In addltlon. customers could have dirceyin erackion
AN g

with tha, sales assistant ar @ Pv)%hen assistance and profgssional gdvice.

However, the home and oflice furmiture offe ed by ddMﬂl‘t 1 limitctl in Stylci‘,, brand

being., people do not irust the quality and services provided by adMart. To
T A

customers, price is not the major consideration when making purchase on home and )

office furniture, however, it is the competitive advantafrc that adMart 1s offering.

(g OSTSTT Y g ) kit
4 ‘r%ﬂ&m% SR A R

Iouschold appliances and officc suppliers

Usually these items arc specialty products. They have unique characteristics or
brand identification for which a significant group of buyers is willing to make a
special purchase effort.  When buying these products, consumers gpend much time

and effort in gathering information and making comparisons since these p_ro}!ucts are

6
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less freguently purchased, thus cuslomer compare carclully on suitability, quality,
price, and style.  Besides, salety is their most important consideration when buying

home appliances.

&“f J—
S
Unfortunately in the case, we note that adMart was forced to redall 309(}0 clectric rice

cookers after it warned that the appiiances could overheat gasily. Many customers
lost confidence in such products and the low price strategy uscd. Further, in the

summer of 1999, adMart offered a 10% discount on su\‘umoks under an

arrangement with a bookstore. Since the major publishers distributed boolgs later
than expected. customers were forced to buy from other sources. of these
illustrated that adMart was incapable to [ulfill the customer needs on these products

‘_-7

where they cannot deliver the safety products to customers, desired books on time.
R —

Other than these. there were fake shower gel, flammable matiresses, the selling of

Sony PlayStation 2 without approval, incompetence 1 mecting _customerorder,
v I

problems of product shortage and allegations that adMart did not fulfill its promise of
~.
a guaranteed “full-refund within 30 days of pmghase.  As a result, the Consumer

Council gave the company dn “ac imimstrative llllbLOI]L luct’ black mark. %W
\l va\ f%)ﬂ/ € * }5

WA Capt j”l ﬁ%
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Recommendation and Conclusion

The majority of adMart shoppers indicated that the convenient and [rec delivery

service were the key perceived benefits of using the service. However, they had

o

onfidence in food quality offered by adMart, and their major purchases were
) :
£

’!

%d 1o non-food items. Customers quickly started to lose their confidence and

s
ilttlg]’

g

trust in the company’s product quality and scrvice promise as adMart was always

Z )
‘ }
plagued by product and service problems. AdMart was hampered by gg_l_@g,lf/g)i

quality products and was forced 1o parallel import goods that offered little quality
assurance as suppliers stopped providing goods. The Consumer Council also gave

the company an ‘administrative misconduct” black mark.

In conclusion. ad:/Mart’s positioning strategies are inappropriate since it 1s unable to
§ ‘.\L

. /o : "
satisfy the cus 01i1er needs by its competitive advantages.  Thus, adMart’s

competitive advaniages cannot be sustained by its resources, capabilitics and core
st i

competencics.  Further, the minimal profit made on goods was unable to cover

deliver costs.  In this connection, it was suggested that adMart should improve iis

products attributes like quality and salety, distribution and delivery system, enhance

the customer services, conduct coherent public relations campaign 1o sustain a good

customer relationshin and build up services images and brand loyaity.

o
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Question 2(a)

Should adMart be selling standard branded goods or differentiated, novel or niche
goods?

Introduction

There were more than two million Internet users in Hong Kong and this figure was

e —

expected to reach three million by 2004. No longer bound by time or geography,
customers could shop in cyberspace around the clock. Online shopping was not
) hecoming as common and convenient as ordering by telephone or fax and provided
Q/
/} 5 CWR an;j, convenience of shopping from home. In the traditional retatling, when

[/ b
/ to buy the above goods, we need to visit physical shops.  Very often, we may

.

not be able to buy the best product in the market because we can visit only a few

shops ncar our home ot our office.  With c-tailer, shopping can be done at any tune

by using our “fingexips; nstead of our “feet’.  According to the survey, infernet users

had shown a growing interest in e-shopping. creating millions of sales a year. Given

{o this trend, 1 believe that the mission of adMart to become a successful e-tailer is

realistic and achievable.  To achieve lowards the mission, it is recommended that
N
3

adMart should be selling dilfe entiated] goods tfo customers.  Reasons and

s i T -

justifications are given helow.

9
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Reasons and justifications of offering differentiated products

Differentiation strategy involves somechow making the product different in one or
mote aspect that is ol importance or significance to the consumers. That difference
might come from the physical aspects of the product such as colour or product
features — physical differences.  Or it could come from psychological aspects such as
premium price, image, branding and reputation — perceived differences. This 18
especially the case for products in the maturity stage of the Product Life Cycle where
physical differentiation is often not possible.  These differences result in competitive

advantage.

Because a differentiated product can satisly customers’ unique needs, adMart

—

customers to be willing to pay a premium price, adMart must truly be 1que jat
e /
N
something or be perceived as tHique. The ability to sell a good or service at a price
that substantially exceeds the cost of creating its differentiated features allows adMart

to outperform rivals like Park’n shops, other retailers or e-tailers and earn above

average returns.
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AdMart can offer differentiated products by many dimensions such as unusual

(L dTe "G g 0400 A |

features, design support. image, price, %pcect \Ejs{; nsive customer 5elv1c ferent /_,m

Wwﬂ_w

tastes, quality ete by which value creation can be found in related services/parts of the
valuc chain.  AdMart has to identify features that create value for the target
customers and then seek to satisfy customers’ unique needs better than its competitors
can.  Also. the uniquencss of differentiated goods O services @L% customers’
sensifivity to price increases. One rcason that some buyers are willing to pay a
premium price for the firm’s items is that, for these buyers, other products do not offer

a comparable combination ol features and cost.  In this case, adMart could earn

~

i
f S

. : : / . \
higher margins while custon/c/r lqyadty and the need to overcome the unigaeness Pf a

differentiated product present substantial entry barriers to potential entrants as they

need to invest significant resources and be patient to seek customers’ loyalty from
a - . g

adMart?.  On the other hand, with loyal customers, adMart could be positioned

effectively against product substitutes. It is because their customers would not able

/"
to switch to other subs itites.ﬂ( \I\QA" \\/‘X( l [ ,V, U?/E/{é Mj”‘"d
v "ale T b W(Q’
cooh e Yo A JEITS

Disadvantages or risk of offering diflerentiated products

H

This strategy requires a relatively high level of invesiment, in promotion to support

brand images. new product development to provide the latest product feature or
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human resources to support customer service.  In addition, if adMart offered the
customers differcntiated features that exceed larget customers’ needs.  Customers

found the price gap between adMart and its competitor is so large that it could not be
" \M-W..M’

justiticd.  The frm then becomes vulnerable to competitors.  In addition,

\\‘_‘_“_‘,
experience can narrow customers’ perception of the value of a product’s differentiated

features.  Customers might not be willing 10 pay. the premium-price-aby-longele—.

U oh fogs (uitimy 148

M,wwm'““w "
P oo

Conclusion

Among selling standard branded goods or differentiated. novel or niche goods,

offering dilferentiated goods is recommended as this strategy could help adMart to

achieve a competitife position which 1t could satisty different peeds of different
customers so as 1o capture a larger market share with a bigger market segment, the

chance of success 1s increased.  Meanwhile, we should note that the market of niche

i /
P

ficiept sizc;/}to be potentially profitable, have grow f potential but
1ally protiad ==

[

goods must be of st
of negligible interest to the major players. [t scems that adMart would find difficulty

to identify suc

! e . 7
but only offering a niche or novel products to custgmers, would not be able to succeed

e mneE—

casily as which customer base iy limited, my
SHEEE et

smaller where sufficient sales might not be generated.  In addition, adMart must best
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to changes in the external environment, Consumer preferences and the efforts of
competitors as this strategy allows little flexibility to accommodate changes in the

micro and macre environment. /

L/ LQ

i
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"
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Question 2(h)

Enhancement of customer relationship management and customer loyalty

AdMart’s relationships with its customers are strengthened when it is committed to
offering them superior value. Receiving superior vaiue enhances customers’ loyalty
to firm that provides 1L, Currently, the quality of products provided by adMart are
not satisfactory, there was a lack of a coherent public Telations campaign (o sustain a
good customer relationship and build up its ii:{:fi(;@ image. Customers complained

P .

oo™ B
- 2
tliné sorbice.  Once they were able to place

o

that they unable to connect the pho/ne/

an order, the problems of product shortage and inability to deliver on fime were very

serious.

To rectify the situations, adMart could outlay additional fund to sponsor activities like

charity walk for Community Chest to show its social commitment. Further, it could

et et

‘nstall more telepbone hotlines and use customer relationship management sottware

!
programs to develop profiles of their customers. To fully integranf/u/ustmner
- 1

/

communications with back-offie h as billing and accopnting. 1t could

help adMart to better communicate with customers.  For instance, quickly check on
‘ -

. - . n "‘/'c
the status of a customer account io ensure the timely delivery of the ordered items.
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In addition. adMart could collect customer information, analyse and implement it.

AdMart could start to gather information from the moment the customer accesses lhe
{

gite unti!l the moment he exits, regardless ol whether he makes a purchase o not.

AdMart then coliects this information either actively (customer declared data) or

passively (behavioural or purchasing data} which enable the company (o learn aboyé

each customer.  This information starts o build the customer relationship.”

Moreover, a list of the customer’s previous purchases could be kept, including brand,
1 =
pack size and quaniity purchased. By such, they lean the customer’s unique
- ; ;. . .
preference and bTyﬂors. And they could nse this data to specifically target

advertising and promotions, treating demographically identical nei ghb(}zés differently.

AdMart would then no longer treats Customers as segments but as unique individuals.

Carthermore, AdMart could develop rewar rogramimes and purchage incentives. It
‘ /

!

/
could offer discount to first time buvers and send e-coupons ‘i/c; customers when
,___,__..—-"/‘

reaching a sale ol a certain amount. AdMart couid also send a special prpr

\G;};}'\ai

a v ~ [y ij
offer or give a (ree gift to valued customers who have not reeently purchased.
M

Further, adMart should. from time t© time. closely monitor its’ competitors otfers to

ensure that its customers would be offered a better service or products than 1ts
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compelitors do.

As an e-lailer, AdMart mustl pay particular attention to the website architectures,
security of transactions, Il suppott, customer support ete.  AdMart must alert that if

customer cxperience is not very pleasant, he will not come back to you. Thus,
PRy |

adMart-Should provide chain/m}g/ﬁ)/rcustomer piving feedback or lodging complaint.

1f the internet stote is constantly innovati A offering new values to the customet,
3

1
i

. . 1 o A s

there is no reason for him to shift, he will become a yapeat /éu{lj}ﬁcrs. However, all
-

of the above programmes and activities require AdMart to invest continuously in the

personnel training. promotion campalgns and more operating cost would be incurred

<o as Lo establish a competitive advantage through its rclatiopship with customers

along the dimensions of reach, richness, and af‘ﬂiiatg\z By such, AdMart could

S 42

retain old customers and attract new customers.

“ (Y Cablomes Tpbnaatin

(i Gedng 2
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Question 2 {c)

Use of afliance and partnership

By the use of the alliance and pattnerships, firms could share technology, resources,
marketing or distribution, financial risks and allowing them access 1o BEW markets
(aster so as lo reduce costs and gain compelitive advantages. These cooperative

strategics are about linkages hetween companics 1o pursue a comimon goal where one

company alone cannol £l serving the needs of the marketplace.

fior adMart, it could consider forming partnership or alliance with the following

parties:- /

ks
il : il :‘j Riay . i .
a) Credit Card to offor AdMart customers discount if payment 1S
settled by the designated credit card. In addition, m;‘;nthly instalment could be
S
offered to customers lo encourage them buy y&rc. Further, promotional
materials could be sent to credit card customers or vice versa via the companics’
,.-——————--———--)
5 . i-u-_a———""'_'-‘
newsletters.
//ﬂ \\
b) Logistic company: AS adMart is offering frec defiyery gegvie to cuslomers, it

will be more cost effectiveness and etficient 10 form partnership or alliance with

outside logistic company. It allows mote {lexibility in the design on the logistic
n..._/"

Pl
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d)

arrangement (o accommodate changes on demand or when it expands to overseas
markel in tuture.
o
T 3
- / !
Supplier: if adMart can join forces with a brind ldader, il can generate
immediate credibility for the company. Customers would have greater
confidence on the quality of the products offered.  Dven if the partnership does
not offer direct financial remuneration, adMart could leverage its formal
association with the brand leader m ihe advertising and marketing for the
company.’  Also. partnership with other suppliers could ascerfain regular and
—
constant supply of products apd ] int promotion campaigns could be held with the

suppliers to enhance customer loyalty. /(/

/"

IT company: as adMart js an e-tailer, most of the transactions are taken place

on-line, 1T support must be strong and forming part tner&,hlp wtth other companies

could get a competitive advantage by offering @1 _‘

cnvironment.  In addition, internet service 1s a must 101 customers to pl

on-line orders with adMart, thus it can invite its partner to offer target customers a

lower market price for using the internet SeIVICE.
»-._._____M__H.,.-—“""‘”'M
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¢) search engines: many online shoppers use a search enging when they are trying

rs ~ .
/ to find something on the Internet.

/

/ different search engines company such as Yg hoo etc. A\{S(

Thus, adMart can form partnership with

. l i
& M,.,-«'*"M "ﬂ"w,«-f“?&’
: L

e o

4 AA ;
f"’”ﬂ
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e

o

—
st o

f)  Other e-laiiers or

websites: As customers will have different needs and

preferences on different products, it is certain that a company could not satisfy

4l of their needs. In this case, adMart could form partnerships with other

e-tailers/websites and affiliate programs for their online stores could be built.

This program Involves paying Owners of other websites a commission for

referring customers (o other online store.  In other words, AdMart would reward

other Websites for sending new customers to them and v%fcrsa. Thus, 1t can

be extremely powerful because they allow adMart to increase revenues by

-
having its brand name displayed on dozens of complementary websites.

S

n conclusion., adMart could use the nonequity strategic alliancg with the above

¢/

mentioned parties since 1t does not need to establish a separate independent company

and therefore don’t take equity positions.  This type of alliance also demand fewer

partner commitments than J oint ventures and equity strategic alliances. ,
/

J (A@T

19
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uestion 2(d
Potential of synergy between adMart and Jimmy Lai’s other business, Le. Giordano

and Next Media

Positive synergy could be achieved when the group is able to exploit some

commonality between its different business units or operations, such as channel or
/

sales force, brand name or image, unique com bination ({f products that provide value

/ T

ta customers. By such. costs are reduced and capabilities are enhanced. For

adMarl, Next Media, Giordano, the potential synergies are as follows:-

a) Sales synergy: the companies could use common sales administration,

distribution channels, advertising, sales promotion i order to build up a

customer lovalty.  As we know, Appledaily has hundred thousands of readers in

S— ",

Hong Kong. free e-reading 1s also available on-line where local and overseas
readers could see the newspapers at the website. In addition to this, Next
Magazine has a lot of readers as well which provide a good customer base an?

provide a good channel for adMart to operate the sales promotion

more effectively and efficiently than its competitors do.  For example, discounts

could be given to the Next Media readers, promotional campaigns such as

e
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establishment  of members clab  jointly where sales  administration  and

distribution channels could be shared within the group so that costs can be

reduced, Further, Giordano i a successtul retailer, particular in PRC, where its

private label of jeans and casual clothing possess with a very strong, brand name

and customer base.  In such case, adMart could also promote and sell Giordano
i

/

products sale on-linc via adM@/%o build up a customer loyally and expand the

market to PRC to generate more sales and capture the n jare.

the companies could share the resources Ifke @tc/()hnol@/
pid

b} Operating synergy:
equipment, Jogistic arran gement that the facilities and personnel could be highly
atilized, overhead could be spread and companies could share the common
inputs and enjoy the common Jearning curve/Z. Cost could be reduced.

¢)

Investment synergy: the wmpamcs could jointly /i? the plant, machinery or

egquipment, ln additioh, they Loi\ new

_‘_____._,,_-‘—"
investment funds as the results { the strong brand name of the group.

¢y  Management SYNergy. the companies could carryover of managerial ability in

/

stralegic, organizational. and operational problems. Usually, brainstorming
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sessions across different business units could have more creative thinking on

predicting oppo rtunities and threats.

Conclusion
However, realizing potential synergy is usually more difficult than cxpeg%_@‘:‘—&use
of conflict of interest and roles, culiural and bureaucratics barriers between

departments and divisions. All of these will form negafive synergy. For this reason,
AR i s e

]

the top management of the companies must institutionalize mechanigms like meetings,

1%

reward syslems, etc that encourage divisions to share experience and work together.

T

~ ) wly

3463 wo;-‘afy'/ -
( / An
/S
e
-
e —
Reforences:
i Herry Chan, Raymond Lee, Tharcm Dillon (2001): E-commerce: Fundamentals and Applications,
Johnson Wiley & Sons Lid
2. Jim Carroll & Rick Broadhead (2001): Selling online, Bearborn Trade /
i
3. Stephen Chen (2001) Stratesic manugement of e-Business, Johnson /Wr'ley & Sons Lid

r
4. www.powerfioniebiz.com (/



