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Email: I

LETTER OF AUTHENTICATION

8 March 2412

To whoem it might soucerh,

This letter ¢ontirms that | 5 o crvicwed and discussed with me various
aspecls as delatled in this report regarding our conipany's possibilily of setting up a new owtlet in
I, ihe stratogies thut [ > ndertoke, and potenticl of these strategies,

He has also msearched on the financial porformance as well as the markeling strategy of the
cetapaey in the current market.

Fxacutive Director
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Research proposal

“““““““““““““““““““““““““““““““““““““““““““““““““““““““““““ - p\q"{,}fﬁf
Research question A Y .}i{-::“
}ﬁ ﬁ}t w
Shouid [ s up = rew outled in I in 20137 =."" i

*

Rationale

Founded since 2003, I is 2 peivaie fimited company which sells furnitore. It is currently
having a factory and an outlel in . 2 province situated beside . I is = stable
market and the company has grown tremendously throughout the years, However, fo fosier
growth even further. the management of this compuany is considering expanding (o I market,
a much larger market with a significantly hipher demand. However, the natare of the marker is
highly competitive as there are many competitors. Therefore, whether to set up & new retail store

in ¥anoi is still & puzzle for Hoang Ha.

Theoretical framework

The report will discuss on advantages and disadvantages of sefiing up this new rerail sture in
Hanei. Both financial and non-financial constderations will be made to analyze how profitable
the plan is. T will use tools such as Payback period and break-even analysis for Anancial anaivsis

and SWOT , Lewin’s Force Field Model and Produet pesitioning map for non-finuncial analysis.

£ -wa* “ 31’“"(
Key areas of syllabus ot & e
s @Y ot
\ ““:'1"— .--‘"P;
1.6 SWOT analysis £ T

1.6 Lewin’s Force Ficld Model
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Problemes anticipated and sobufions;

Possible Problems i Solutions

Biss responses from interviewees | Bajance with use of company

i with vested fnterest financial records and ackoowledge

H
H
S

in the conclusion.

Unwillingness of customer | ITmprove  on survey  ghestions,

participating in the survey causes | multiple cholce questions are easier

difficulty in getiing truihful data to complete

lLimited sowce of sccondary ! Use primary data obtajned from the |

information about the marke: and | interview instead

| the company’s competilions

.... amnmen rvemnsin E

Geographical difference couses a | Start the im‘estiga[ioﬁmezlrijr' 50 Hn:?

delay in sending 2and  reseiving | report can be done in time. o
infonmation. V/
Timelines:
Dates Activities | Modifieation |
e e s e e
6812011 Selection of Topic P -
12011 Confirmation of  interview | - :
i Ptiming  with  interviewers, i

{ prepare inferview  questions
and survey guestions
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Methodology

Primary research ipvolved an interview with [ . i o ccutive divector of
I < fcr thoughts on the expansion, the current and the new market, strength,
opportunity and threat of the plan. |, - hcad of marketing depariment was ,

also interviewed ta gain & good undersianding of the ewrrent marketing mix of the conpany. b

Field observation was conducted in several shops ot different company that has already been
the market to predict the demand of the market. Survevs were also issued to eustomers wio
visited these shops {0 have an insighl of the market, as well as the need and wanis of ihe

custorners, 16 customers were surveyed in each shop which made up 2 sample size of 50.

For secondary research, the Bnancial data of the company in the pasl together with rental prices
of different posstble location is assessed to estimate the cost of setting up a new outfet in I

Further reseasch from wilernet websites will reveal more aboul the business environment in this /
.
5
mrarket.
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Wooden furniture is always a preterred furniture product for Vietnmmese customer becatse 11 is
associated to the traditional culture of the Vietnamese.” Wooden fwrniture muarket in I is
changing drastically in recent years. In the past, national furniture companics only focused on
expoiting their product to overseas niarket hecause the market within the country was not
growing.® However, there are more opportunities available for logal company recently because
the number of apartments, condominiums, hotels, resorls is growing significantly due to the
increase of [N i B s, satisfying the growing demand of the in!e/ri({r’
warket in Hanoi is a great opportunity for || V{,/

? Appondix 2: Interview transcript with IR He:d of marketing degartment of IS
*Chigm Tinh thi trrdmg di gb bl dias MhiBy cdu hok idn hiepy e tinkinkte. som/foong-nghien/po-noi-that fchiem-
Linh-thi-trergne-noi-diz-shieu-cau-hoi-ton.nds-dt. 132582.136148. kim| Last accessed 14/5/2012
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3. FINANCIAL ANALYSIS

3.1 Field observation

Two shops chosen for field observation are [ NN (D -
I (N . | e rumber of customers visiting the shop and number of
the customers who made a purchase in a period of 3days are kept track. The data collected s

preseated as below:

.

Total number of customer

Wooden Fumiture [ | Wooden Rirniture N |
visited the shop in 3 days of 71 43
ohservation . - T
Number of  customer | '
purchased  product from the 2t 1
;shop } _ o i
i : o . 21+11 %
Fhe average number of customers who purchase & product in 3 davs is: bl 7
&

Thus, the average number of unit sold per month can be estimated to ber 16 % 10 = 160 units

3.2 Pavback period

Initial invesiment'’ 1 2,600,000,000 VND

Fixed cosi:

- Renmtat : 33,312,000 VND /'
- Working salary'”: 3.000,000 VND % 3 employees = 9,000,000 VND P

[

Y pppendix 1: interview transeript with [ <« utive director of [ - - initict

investment is assumed to be the seme with initisl investment ia setting up the cutlet in yvear 2007,
" Rertal price taken from: House for rent in MMM U7 m° 5t $1600 {33,312,000 VMD with the
exchange rata as of 14452012}

I o:t accessed 14/5/2012.

Page 12 of 37

"3 Business management teacher support material



Internal assessment HL, sample H

] B&M Internal Assessment
Todal revenues per mongh, 14,751,213 X 160 = Z.360,194,080 FND
Payback period'™:

Initial investment
Contribution permonth

Payback period =

Initial investment
" Revenue — Fixed cost — Variable cost

_ 2,023,000, 000
2,360,194, 080 - 857,181,750 — 1,213,980,200

= 6. 92 months /

v

» - Cusincss & Managament. 2008, Victoria, Australiz. 1BID Press, pg 350
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Payback period calculation shows that the cost of initial vestment will be repaid in 6.92
months. Considerning the Jarge ipitial investment, it is a4 short payback period and it would mean
the company should make this investment. Break-ever chart shows that margin of safety s
relatively large, which means demand has fir exceeds the break-even guantity. Henee it is safe

-

for the company to invest in this project. /

/./

o
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presence of the shop, This can De achieved by several ways such as designing lighing, amanging

furniture or using cologne to create a distinct smell of the shop.

What is important for you to make a purchase of a

;

!

: wooden furniture products?
: Others

i Custamer service 1%

g 11%
i
§
5

Brand of the product
8%

Rk R e = /

Price and eadurance of the products are the two most influential factors that make customer
make a purchase. This show that after all customers in Vietnam wooden firniture market care
abowt economical factor the most, they want products at reasonabie price that can last for a long

fime. This seems to be a competiiive advantage for | <icc the products of the
T
company in its current market is famous for good endurance and relatively low price™. /
.

-

* appendix 1 interview transcript with I - << tive director of IR
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4.2 Product positionine map

Using the results obtained from question 6 and 7 of the survey forn™, we can construct a product

positioning map as befow™;

bl aLEity

TrompHeos
@ .
Toraunctshanls
gy PR T

WAz
-

T sk 2k Mgh prrice

A A FALmA Al AL L P i i R e L A TR e i e g M g

S
o 5

(M=t CH!CI"J.W /

The product positioning map shows that there is not much gap for |G to osition
its product in the markel. The company’s products will most kely lie on the section of mediwn
quality and low price, which is already occupied by a fow companies in the market such as
I N o B ((the company sUT insists on positioning #s products in
this section, it will face a high degree of competition and it will no longer have its competitive
advantage of pricing. Alternatively, the company can target o make higher end goods and sell
them with high price. However, this would means shifting of its corc competency {which is B:i;ﬁ

i
wﬁ-ﬂ.ﬂ

making cheap products thaoks to low-cost production™). Additionally, posifjpég at high
w

quality- high price for 8 newly entered compaiy i3 a very visky option.

b Appeandix 3: Survey transcript for customers who visited the shops.
* pppendix 4; Detailed survey results from customers wha visited the shops

“ppendix 1 Interview transeript with I . > <cutive director of
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Conclusion and recommendation

The paper has shown thal the plan of expanding the market 1o I has both strengths and
wenknesses. Firstly, market research shows that there is farpe customer base and a high demand
of wooden furniture in the market. which is a preat opportunity for I o crow.
Additionally, break-even analyais and caleulation of payback poriod shews thar the company will
make profit in just a short period of time and the risk of failure is refatively low since the
ipvesiment has a high margin of safety. Nonetheless, product positioning map indicates that there
are a large number of competitors which has aiready filled up most of the gap in the marker,
Therefore, priving, whick is considered as the greatest competitive edge of [ . »i! no
longer be effective in gaining market share in this new market. However, afier putting these
factors together in o SWOT analysis and Fewin’s Force Field Model, it seems that deving forees
are stronger than restraining force. Hence we come 1o the conclusion that company s]yﬂ/
,

-

undertake the project of setting up a new outlet in .

Nevertheless, there are several limitations that need to be noted in this paper. Firstly, there are
several assumptions (hat have been mede in order to simplify the process of data analysis. For
example, for the caleulation of payback period and break-even, I assumed (bat the number of
unity sold per months to be the average of the iwo shops in the market. This might not be (e
because once [ cntcred the market, the demand will be difuted: therefore, the vnil sold
per monih will be Jower than the estimated figure. Additionally, (he sources of are mostly
internet websites, Althosgh they are established sources like newspaper and journals, the

reliability is still questionable, Lastly, the survey result might not reflevt correctly tlle/'ryﬁ:et {hat
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affordable price so that everyone of this group is able 10 afford it Algo, we had a reliable
supplier which supplies pood qualities woods at a good price. Therefore, the products that we
made are very durable and have long lifetime. lence, for economical reason, our products are

the best available in the market.

Me: How do you manage 1o produce products with good gquatities and o the sume fime heep the

price low?

I ke what 1 said, the company bas o good relationship with supplier; therefore we
were able to trade al a very good deal. And additionally, since the scale of production was
improved in 2007, we have been able o utilize economy of scale in our production, Henee, the

average costs of production signiftcantly dropped.

Me: Hus the company had any plar of growing the organization even firther, after all the initial

Successes fhat vou heve aoiieved?

I : [ciintely. Our marketing depariment lately has been working on the pian of entering
I wooden furniture market. This is because [ morker has started ro be saturated
recent!y due to a large number of compelitors wha has just entered. Especially, last vear the well-
established compavy NG st cpened a new retal store only half 4 mile avway
from us. Although they targel a different market segment from us, it is, to some extent, still a

greal threat that we will lose a significant amount of mairket share in the future,

Thus, expansion to M market will not only loster growth but also Lelp the company to

diversify and spread risks into different markets.

Me: Why do you choose I 2t not any other marke! such as [ Gz
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rendal cost which i3 about 30 — 40 million YN, salanies tor employees at aboul 3 million VND

for one and cost of electricity and waler st which 15 not much eilier.

Me: THank vou very much for your time. AN the best for any plons ahead,

I Thonk vou.
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123 different wooden furnivre companies. The main denwand of the city §s centered around this

street because everyone goes here when they want o purchase wooden furnfure.

However, whether to enter this highly competilive market is still a great puzzle for || R
private limited. This s because for a refatively new orpanization like . & is » ough

challenge 1o compete with companics that have already been established in the market.

Me: What are the SWOT (Strengths, Weaknesses, Opporfunities and Threots) of the expansion to

I ocrie?

I | ccss our sirength is still in the competitive price that we charge for our produets.
Also, our organtzation has proven itself to be a success in the cwrent [ maker. therefore,
we are cordident that we can do the satne thing in I Marker. Our weakness, however, is that
the market is totally new {0 us, and for a2 relatively young company ke NG
maybe the lack in experience will be a great obstacle. Nonetheless, there are many opportunities
for us in this new markel, such as the growing demand of furniture products. Wooden fueniture is
always the favorite of every Vietnamese househotd hecause it is associated to the traditional
vculimee. T8 s alse an oppurunity for ws to Jevelop & new posduct Bues speciafly catening o the
group of high income customer i M, which is prowtay in number. Lastly, our greates{ threat

is still ko be unable to compete with the itense level of competition within the marlket.

Me: Theek you Heve o good dey

I o e welcome.
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3/ How mueh do vou think is the reasonable prize {ov this parficuiar design of wooden bed ¥

& <3,000,00 YND
b, 3,000,000 — 8,000,000 VND
. 8,000,000 — 15,000,000 VND

d. 15,000,000 - 23,000.000 VND
g, =25.000,000 VND

6f On the scale of 10 (1 is the fowest and 10 18 the highest), what would you give {o the guality

of woeoden products of this shop?
1 2 3 4 3 i) 7 8 g 14

74 0n the seale of 10 (1 is the lowest and 10 is the highest), how would vou rate the price of

wooden products of s shep?
i 2 3 4 5 [ 7 8 9 10

Thanl you for vour participation and have a pleasant day ahead
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S How much do you think is the vreasonable prize for this particolar design of wooden hed?

Response Nuntber of vesponses Percentage of responses/%

)

ity =

3,000,000 - 8,000,000 VND 30 ' 60

15,000,000 - 25,000,080 VNI 4 8

2358001000 V3

Question 6 and 7: Average point that different shops get for their qualities and price:

Name of the shop Average peint for level of Average point for level of
price quakltics
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Appendix 6: SWOT Analysis of [N cntcring I Market

Strengths: Weaknesses:

- 1 2 able te grow - The managemsent of the company is,
steadily in its original market, Il however, unfamiliar with the new
. »hich proves the efficiency of marlet.
the management of this company - Relatively young organjzation

- Low cost of production due fto - Raising capita! {o carry out this
reliable and cheap supply from the business plan might be a problem for
supplier as well as labour force is the company.

relatively low. This eanables the
company to charge lower price than
its competitors.

- lis products are perceived by the
costomers to have fow price and
mediun well qualkity.

- The new outlet is relatively near to its
manufacturing poist.
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