ABM-idea Company                                       How does ABM-idea improve sales in Italy

Executive summary:
ABM-idea is a trading company based in Monza, Italy. The company specializes in daily products that are fit for the lifestyle of Europeans. The company is specifically engaged in basic commodities, handicrafts, jewelry, festival products, stationery, toys, small household electrical appliances, clothing, socks and other products.
ABM was created in 1998 by Aibing Mao. In 2000, ABM company was established in Monza. It serves as headquarters for all the activities in Europe. ABM has four target markets, which are Italy, Austria, Hungary and Switzerland so far. Influenced by the financial crisis, Italy's local import and export companies make less profit. ABM-idea also suffers a drop in sales. Italy is the biggest market of ABM, which occupies more than 70% of sales. It is necessary for ABM to focus on this market and improve the sales.
This research is done for ABM-idea. The central aspect of the assignment is to investigate possible expansion of business for ABM by maintaining the sales in the Italian market. By means of this research, the following recommendations were reached:
Recommendation 1: The economic situation of the entire world is still unstable. The economic condition of the Italian market is also not optimistic. People’s consumption level is still very low. ABM import products at a suitable price would allow them to meet the demand of customers for cheaper products. This strategy of ABM would fit in the economic situation.
Recommendation 2: Customers may think the quality of cheap products is low. In order to improve their reputation, ABM is trying to establish itself as a brand. The ABM logo appears on their products. ABM can also monitor the whole process of manufacturing in China and every item can be checked before delivery. If the product has any quality problem after selling, it can be changed or the money will be refunded within a month. 
Conclusion 3: The best alternative is alternative one which is to penetrate more on the target market that already exist and sell products for cheap prices. Thus, combined with the SWOT matrix, focusing on the Italian market and selling the products at lower prices is the best solution for ABM under the economic crisis since this would give the company more sales and less expenses. 
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Chapter 1  Introduction
ABM was created in 1998 by Aibing Mao. In 2000, ABM company was established in Monza, Italy. It serves as headquarters for all the activities in Europe. The main target markets are Italy, Austria, Hungary and Switzerland so far. The products of ABM are mainly composed of basic commodities, handicrafts, jewelry, festival products, stationery, toys, small household electrical appliances, clothing, socks and other products.
ABM has been in the trading industry for ten years. The sales was stable and has a sustainable growth over the past decade. After the economic crisis in 2008; ABM suffered a drop in sales. The purpose of this paper is to investigate possible expansion of sales in the biggest market, Italy. Moreover, this paper aims to provide ABM-idea with good recommendations and an overview of the Italian market. 
§ 1.1 The research

The research is aimed at identifying possible means to boost the sales of ABM-idea in a period of great economic crisis. The research evolves around a central main question which is: 
How can ABM-idea improve sales in Italy?
In order to answer the above central research question, the following specific research questions were formulated:

1, What is the ABM-idea Company?
2, What are their products?

3, What is the economic environment in Italy?

3, What are the sales figures in 2008 and what will be the forecasted sales figures in the following three years?
4, What are the strengths and weaknesses of ABM?

5, What are the opportunities and threats of ABM?

6, What are the key players and the distribution channel in the Italian market?

7, What kind of strategies did ABM use in the past?

8, What strategies are needed to help ABM-idea recover and improve its continuously dropping sales?

§ 1.2 The Methodology
1. In order to achieve the above-mentioned objectives, extensive research on all possible data and information was made through desk research and field research. For desk research, internet is vital in searching for information. Some books were also used, especially for the theoretical part of the research. Apart form the desk research, field research was also conducted through phone calls and emails.

2. A survey was conducted among customers.
A survey was carried out with the clients who were present in the product introduction meeting (For survey questions, please see Appendix 1). This survey is in order to improve the quality of the product and service of ABM. 
3. An interview with the president of ABM company was conducted. (For script of interview, please see Appendix 2).
4. SWOT Matrix, Marketing Strategy Analysis and the Five Force Model were used as instruments. Those are all very famous and classic methods in the business field.

5. Strength and weakness analysis were matched with opportunity and threat analysis. Alternative strategies were given after the internal and external analysis after which the best solution was identified in the marketing mix chapter.

6. Any theory should be proven by data and facts. Hence, a budget plan and financial analysis were needed in order to support the chosen strategies and alternatives.
Chapter 2
Internal Analysis
§ 2.1 Company Background

ABM was created in 1998 by Aibing Mao. In 2000, ABM company was established in Monza, Italy. It serves as headquarters for all the activities in Europe. The main target markets are Italy, Austria, Hungary and Switzerland so far. ABM does not manufacture their products in Europe. Everything is produced in China and sold in Europe. It has 15 departments, which include the management department, the purchasing department, the sales department and the financial department. Furthermore it has more than 90 full-time employees and more than 50 part-time sales representatives in this company. 
ABM-idea Company is one of the largest professional trade companies in the northern region of Italy. The registered capital of this company is 200,000 euros. The products of ABM are mainly basic commodities, handicrafts, jewelry, festival products, stationery, toys, small household electrical appliances, clothing, socks and other products. ABM has four target markets so far, which are Italy, Austria, Hungary and Switzerland. The average annual sales are over 25 million euros in Italy in the last five years. In 2008, the total import and export business of this company reached 30 million euros (ABM-idea Company description, n.d., para 1). The credit crisis came when ABM reached a new high point. The economic crisis restricted the import and export industry development since 2008. Italy is the biggest market of ABM. The company wants to focus on this market with a good solution to restore the sales level as soon as possible.
§ 2.2 Strengths and Weaknesses of ABM-idea
Strengths
S1: Its products are offered at cheaper prices compared with its competitors in Italy. Offering low prices is the main strength of ABM. Under the economic crisis, the purchasing power for a number of luxury products or non-necessities of life will reduce, but the daily-life commodities and cheap products are still needed.
S2: Internet selling management system: ABM company is a young and energetic enterprise which has been growing and developing in the last ten years. It has a complete internet selling system which is one of its main strengths. Preparing for the future, ABM invested a lot of money in the internet selling management system in the last three years. With this selling system, global buyers can visit ABM company any time through the search engine tools. In the digital catalogue, customers can find all the products and make an order directly through their own account. The buyer can also follow the order through the internet system. The buyer is informed of the progress of his order and when he will receive the products.
S3: ABM has a short communication line that makes the decision process easy. ABM has one local sales department, which focuses on the Italian market, and one global sales department, which manages the markets in Austria, Hungary and Switzerland. In Italy, the sales representative gives the client information to the sales manager who will decide autonomously on the selling price, transport and payment mode. This process makes the decision easy and fast since there is no need to consult other departments.
S4: It has many sorts of products in its own warehouse. This is an important factor for a trading company because a wide variety of choices attracts more buyers. Moreover, ABM can also accommodate buyers who want to buy in large quantities.
Weaknesses
W1: The quality of products is not very good. Because the cost price is very cheap, the manufacturers in China find it hard to produce high quality products. 
W2: The packaging of each product is too simple and unattractive. The distributors and buyers may know ABM, but for the end customers, without the ABM logo, they will not be able to recognize ABM products.
Recommendations
Quality processes and procedures: For ABM, the production inspection procedure should be strict. Representatives must visit the factory and talk with sales manager several times before they decide to do business with this factory. ABM should check the certification, the reputation and the strength of this factory. ABM should also monitor the whole process of manufacturing and every item should be checked before delivery.

ABM already realized that brand awareness is very important for potential customers. ABM did not put its logo on any package of its product. Brand establishment should be taken into serious special attention by the company. Normally, import and export companies do not really care about brand reputation, unlike most companies in the manufacturing industry. Manufacturers always consider brand establishment as the first mission. 
ABM has developed a long-term development strategy which includes incorporating their logo in the packaging of their products. Furthermore, different products should have different designs to establish uniqueness and identity. This will somehow improve the reputation of the company. With the good image that ABM has, customers are assured of a high quality product whenever they see the ABM logo. This will encourage the customers to buy more. Moreover, when a product has any manufacturing defects or similar problems, ABM should resolve the problem in the shortest time possible. 
§ 2.3 Finance
Financial statement of the Italian market.

(For further justification of Financial Statement, please see appendix 3).
	Projected Profit and Loss (Euro, thousands)

	
	2008
	2009

	sales
	30,000
	28,000

	Total Cost of Sales
	18,000
	18,000

	Gross Margin
	12,000
	10,000

	Gross Margin %
	40%
	35.71%

	Expense:

	payroll
	1,550
	1,600

	Transport Costs
	120
	80

	Fair and advertisement
	20
	25

	Rent
	35
	35

	Overhead Costs
	1,510
	1,720

	Payroll Taxes
	356
	368

	Other
	5
	5

	Total Operating Expenses
	3,596
	3,833

	Profit Before interest and Taxes
	8,404
	6,167

	Taxes
	1,596
	1171

	Net Profit
	6,808
	4,996


	Projected Profit and Loss (Euro, thousands)

	
	2010
	2011

	sales
	32,000
	35,000

	Total Cost of Sales
	20,000
	20,000

	Gross Margin
	12,000
	15,000

	Gross Margin %
	37.50%
	42.85%

	Expense:

	payroll
	1,700
	1,800

	Transport Costs
	140
	150

	Fair and advertisement
	25
	30

	Rent
	40
	40

	Overhead Costs
	2,000
	2,000

	Payroll Taxes
	391
	414

	Other
	10
	10

	Total Operating Expenses
	4,306
	4,444

	Profit Before interest and Taxes
	7,694
	10,556

	Taxes
	1,462
	2,006

	Net Profit
	6,232
	8,550


Recommendation
Based on the financial figures presented, ABM should find a profitable way to sell more products in the fastest possible way. ABM can buy bigger quantities from China and sell with lower price in Italy. For instance, the target sales volume for 2010 is 32,000. The cost of each good is 1.0 euro, and the selling price is 2.0 euros, bringing the total profit to 32,000 euros. But if ABM imports more quantity, the cost price will decrease. In 2011, the target sales volumes is 35,000, the cost of each good becomes 0.9 euro. If the selling price is 1.9 euro, the total product profit will be 35,000 euros. The cost price is getting lower, the selling price is also decreases, but the profit of 2011 will still be higher than 2010.

§2.4 Conclusion
Internet selling management system is one of the biggest strengths of ABM. In order to control the quality of the products, the purchasing department of ABM monitors the whole process of manufacturing and every item will be checked before delivery. Short communication line helps clients make order easy and fast with ABM. Low quality product is the weaknesses of ABM. Some potential customers may not trust the quality of ABM’s product. Thus, developing and strengthening brand establishment will help ABM to improve its product reputation.
From the financial aspect, it is clear that the sales will go down in 2009. However, if ABM imports more products with cheaper price, even if the selling price will get lower, the profit will still increase in 2010 and 2011. Furthermore, other competitors probably do the same in the Italian market which makes it a threat for ABM. ABM should import bigger quantities and sell them first before the competitors are able to do the same.

Chapter 3
External Analysis
§ 3.1 The biggest market of ABM-- Italy
Compared to the past five years, the basic trends and characteristics of growth of the world economy in 2009 are slowing down and no one can predict when the economy will bounce back. In a number of uncertainties, the credit crisis is the biggest threat and harm, such as “global imbalances" and "excess liquidity". Since the sub-loan crisis in the United States was exposed, the trend of global economic growth has slowed down and the economic environment is deteriorating. Moreover, the major international institutions and economic organizations are not optimistic about the global economy and major economies of the first quarter growth projections in 2009 (World economic situation analysis, 2008, para 12). Under the depressed economic condition, the purchasing power has declined. Clients do not have enough money to buy luxury products. Instead, cheap goods are getting more popular.

Italian market occupies more than 70% sales of ABM company. It determines the future of ABM-idea. The DESTEP method will be used in order to analyze the situation of the Italian market. 

Demographic: At the end of 2008, the Italian population exceeded 60 million. Currently, Italy has the fourth-largest population in the European Union and the 23rd-largest population in the world. The largest city is Milan with a population of 7.4 million followed by Rome, which has 3.7 million population. One positive thing is the fact that the birth rate is rising up in the past few years. It climbed to 1.41 children per woman in 2008 compared to 2005 when it was only 1.32. If the total fertility rate grows, the number of customers will increase (Italy, n.d., para 1).

Economic: According to the International Monetary Fund, in 2008, Italy was the seventh-largest economy in the world and the fourth-largest in Europe. In the north of Italy, developed industry is dominated by large private companies. The south area focuses more on agriculture and state-assisted businesses. During the last decade, the average annual growth was 1.23%. This data is lower than the average annual growth of EU, which is 2.28%. The annual growth of Italy was low (Italy, n.d., para 1). However, it still has chance to increase its growth. ABM should reduce the import of the high-cost products. It is necessary to increase the import of bulk commodities and daily-life commodities. Because of the credit crisis, the purchasing power for a number of alternative products or non-necessities of life will reduce, but the daily-life commodities remain essential. ABM-idea, as a big private company, should take this opportunity to improve the sales volume in 2009.

Social: Roman Catholicism is the largest religion in the country, although the Catholic Church is no longer officially the state religion. Fully 87.8% of Italians identified themselves as Roman Catholic. The unemployment rate in Italy’s industrial north was 3.5% in 2007, however the rate was almost 11% in the south of the country (Italy, n.d., para 1). The economic development and unemployment rate are unbalanced between the north and the south. Unemployment rate and religion are not really an issue and do not affect the company in any way since Italy, even if it is Catholic nation welcomes and respects any other form of religion as well. This aspect does not pose any threat to ABM company. 

Technological: Italy only has a smaller number of world-class multinational corporations such as FIAT, TELECOM, but there are a large number of small and medium companies. This has produced a manufacturing sector often focused on the export of niche market and luxury products. If ABM chooses to manufacture in Italy, the cost would be higher since labor and technology are expensive. On the contrary, the cost is very low if ABM imports products from China because labor and manufacturing costs are low. It is their competitive advantage over other key players in the market.

Environmental: Italy is located in Southern Europe and comprises the long, boot-shaped Italian Peninsula, the land between the peninsula and the Alps, and a number of islands including Sicily and Sardinia. Because of the peninsula and the Alps, the climate of Italy is highly diversified. The coastal regions have mild winters and warm and generally dry summers. However, lowland valleys can be quite hot in summer (Italy, n.d., para 1). Many European people prefer to choose Italy as their vacation places in summer. Mass travelers will stimulate the local consumption. 

Political: Italian local government has taken a variety of ways in response to the plight of the financial crisis of imports. The government is trying to expand domestic demand by means of reforms of the financial, education, transportation, holiday supplies, food, beverage and other service sectors. The government also considers increasing the quota policy, abolishing trade barriers of products and increasing credit support to enterprises.

§ 3.2 Distribution Analysis 

With a population of almost 60 million people, the market size of The Italian grocery market is rather big. Agents and importers are taking care of the whole grocery distribution channel in Italy. They deliver to retail stores and wholesalers. Many agents and importers are based in Rome, Milan, Turin and Naples. The Italian grocery retail market is dominated by Auchan, Carrefour, Conad and Nataluna. These big players have a central purchase division in Italy, which only buy high quantity stocks. The grocery retail market is the main distribution channel of ABM. Those supermarkets are also the biggest customers of ABM. Other distributors are small stores, such as Gioia shopping and Al Bazar Milano. These stores are normally not big but they present in many different towns and villages. Each store does not need big quantity of stock since they are relatively small, however, the total number of store chains all over Italy is quite large.
§ 3.3 Buyers analysis

All the information of buyers and competitors are offered by Mrs. Xia who is the sales manager of ABM-idea. Hao Mai, Al Bazar Milano, Gioia Shopping, Auchan and Carrefour are the biggest buyers of ABM. 
Hao Mai — Hao Mai is one of the biggest Chinese retailers of ABM. It has many chains in different cities. The target customers of Hao Mai are Asian people who are living in Italy. 
Al Bazar Milano and Gioia Shopping — These two companies are representatives of small stores in Italy. They have long time history of business existence that is why they have gained and maintained many regular customers.
Auchan and Carrefour — These are international supermarket corporations which have many chains in different cities, not only in north of Italy, but also in south of Italy. They also have several regular customers.  
In line with this research, the buyer motives which are considered important are availability, price, time, credibility and delivery terms & conditions. These five buying motives are chosen to be the most important ones with respect to business market of ABM. Five different companies who are prospect buyers of ABM-idea rated the above mentioned buying motives according to its importance –in a scale of 1 to 5, 5 being the most important and 1 as the least important. For further understanding, provided below is the definition of the five buying motives.
Availability: This refers to the accessibility of the product. Is it readily available in stock? Can the customers purchase and obtain it right away? 
Price: It is the amount of money that the product is worth. It refers to how much the customers have to pay for the product. Some buyers want to buy expensive products, but some buyers prefer cheap products.

Time: This refers to the amount of time needed in the delivery of products. How many hours or days or weeks does it take to deliver the products? This factor is very essential especially in doing business to business transactions since the other party also has their own businesses to run, thus they need the product the soonest time possible.

Credibility: This term refers to the reliability of the company. In business, trust is very important. This attracts more customers and provides for an easy smooth business agreements and transactions. The credibility here also means the reputation of company. If the product quality of one company is low, then the reputation will be low.
Delivery terms & condition: Delivery terms and conditions include the provisions for payment, transport, after selling service and so on.
Table 1— Buying motives and its buyer’s ratings
	companies
Buying
Motives
	Hao Mai
	Al Bazar Milano
	Gioia Shopping
	Auchan
	Carrefour
	Total Score
	Rating

	Availability
	1
	3
	3
	5
	2
	14
	3

	Price
	5
	5
	5
	4
	4
	23
	5

	Time(purchase to delivery)
	4
	1
	1
	3
	3
	12
	2

	Credibility
	3
	4
	4
	2
	5
	17
	4

	Delivery terms&condition
	2
	2
	2
	1
	1
	8
	1


(A list of the buyers is in Appendix 4)
As the results indicated, price is rated as the most important with 23 points, followed by credibility with 17 points; availability with 14 points; time (purchase to delivery) with 12 points; the least important is delivery terms and conditions with 8 points. Price is the most important motive for those five companies. Selling low price product is really a good solution for ABM-idea.

§ 3.4 Competitor Analysis

Fati Gati Napoli and Artemisia Trading SRL — These are trading companies based in Italy. They specifically offer products related to basic commodities, festival products, toys and small household electrical appliance and so on.
Generaltrade — Generaltrade is one of the biggest trading companies in the last 10 years. It had more than 100 employees in 2007. Since 2008, Generaltrade opened a grocery store in Napoli. It is going to do retail business as well as wholesale business.
Due Esse — Between 1998 and 2000, ABM bought products from Due Esse, but now Due Esse has become a competitor of ABM.
All of those four companies mentioned are ABM’s competitors. In this section, the buyers’ rating of the following competitor companies based on the identified buying motives is shown. A numerical scale of 1 to 5 is used with the corresponding following descriptive ratings. 




1 – Very Poor



2 – Poor




3 – Average




4 – Good



5 – Very Good
Table 2: Buying motives and competitor’s ratings 
	Buying motives
	    competitors

scale
	Fati Gati Napoli
	Generaltrade
	Artemisia Trading SRL
	Due Esse

	Price
	5
	5*4=20
	5*4=20
	5*3=15
	5*3=15

	Credibility
	4
	4*5=20
	4*5=20
	4*5=20
	4*3=12

	Availability
	3
	3*5=15
	3*5=15
	3*5=15
	3*4=12

	Time
	2
	2*5=10
	2*5=10
	2*4=8
	2*4=8

	Delivery terms & condition
	1
	1*4=4
	1*4=4
	1*4=4
	1*3=3

	Total
	
	69
	69
	62
	50


(A list of the competitors is in Appendix 5)
ABM provides cheap products, thus the company scores high on this area, 5*5=25. However, customers do not think ABM can offer high quality products with low price; therefore the credibility is not high. The reputation of ABM is poor and it only garnered a score of 4*3=12. The products of ABM are mainly basic commodities which are readily available; hence, the score of availability is excellent, 3*5=15. Time and Delivery terms are acceptable, 2*4=8, 1*4=4. In total, the score of ABM is 64. It means ABM has an edge against Fati Gati and Generaltrade.
Based on the gathered information, Fati Gati Napoli and Generaltrade have the highest total number of points which means that they are rated quite highly in terms of buying motives by the prospect buyers and thus bring us into the conclusion that these are ABM-idea’s strongest competitors in the business. Following its rank is Artemisia trading SRL which gathered 62 points making it also a potential competitor. Last in rank is Due Esse with 50 points, still an important competitor but not as strong as the others.

§ 3.5 Opportunities and Threats of ABM-idea

Opportunities
O1: Because of economic crisis, end customers do not have enough money to buy luxury goods. In the meantime, buyers do not have much money to order expensive products, but they still have to live; thus, basic commodities are still necessary because they are part of people’s everyday life. Clients will then tend to consider buying cheap products which ABM can offer.
O2: The number of birth rate in Italy is growing. It climbed to 1.41 children per woman in 2008 compared to 2005 when it was only 1.32. If the total fertility rate grows, the number of customers will increase.
O3: Local government has taken a variety of ways to support the trading industry. The government is taking a number of measures to increase domestic demand. With this policy, more and more people will buy the local products in Italy. The government will increase the quota policy of importation and abolish trade barriers of products. It will help ABM to do import and export business more easily.
O4: The company should attend and participate in international trade fairs, such as Milan Fair, Frankfurt Fair, and the like. ABM is likely to find potential customers in these kinds of gathering.

O5: Because of cost management, some customers will choose to buy products in Italy instead of China. Many buyers are familiar with the Chinese market. They know they can import cheap products from China. But because of economic crisis, it is not worth to travel to China, and just buy a few products there. For small buyers, they will buy the products from trading companies in Italy. This will open doors for wider business for ABM.
O6: The market is becoming more transparent by communication sources which are getting better and better. The customers will know that ABM offers the lowest price. It is easy for customers to compare the price between one brand and another brand. If one customer notices that the price of ABM is cheaper than another brand, and the quality is almost the same, then the customer may decide to buy ABM’s product.
Threats
T1: People will hesitate to buy ABM’s products because of the quality. Because ABM wants to reduce the cost price, most of the products from China are very cheap. The manufactures in China may produce low quality products if not properly controlled and checked by ABM. The biggest threat is people may hesitate to buy because of low quality.

T2: More and more competitors will offer low price products. Other trading companies will know offering cheap products is a good method to improve sales, then they will do the same thing as ABM does.

T3: A part-time sales representative can easily become a competitor. All of the part-time sales representatives are the local people. They know the business environment and clients much better than ABM. If one sales representative finds a new important client, he can simply do business with this client directly with the same price and the same products. In that case he can easily become a new competitor of ABM.
§ 3.6 Conclusion

The birth rate of Italy is rising up in the past few years. It means the number of customers will also increase. Because of the credit crisis, the purchasing power for a number of alternative products or non-necessities of life will reduce, but the daily-life commodities remain essential. More and more people will buy cheap products. It is good news for ABM. However, people may think cheap products are always with low quality. This is a great threat for ABM. The distributors of ABM are retail stores, wholesalers and supermarkets. Many agents and importers are based in Rome, Milan, Turin and Naples. The Italian grocery retail market is dominated by Auchan, Carrefour, Conad and Nataluna. Price is rated as the most important motive. Fati Gati Napoli and Generaltrade have the highest total number of points which means they are ABM-idea’s strongest competitors in the business.
Chapter 4
Strategy

§ 4.1 SWOT Matrix  (SWOT analysis lesson, n.d., para 4)
In this paragraph, a conclusion of the internal and external analysis is given in the shape of a SWOT (strengths, weaknesses, Opportunities, Threats) Matrix. This model is a useful instrument for achieving goals and choosing strategies. 
SWOT
	

Strengths
	Opportunities



	S1: Its products are offered at cheaper price compared to its competitors in Italy.
S2: Customers could make orders and follow order progress through ABM’s internet business management system.
S3: The company has short communication line that makes the decision process easy.
S4: It has many sorts of products in its own warehouse.


	O1: Because of economic crisis, people do not have enough money to buy expensive goods.
O2: The number of birth rate is growing. This means there will be more new customers.
O3: Local government has taken a variety of ways to support trading industry.
O4: Participating in International trade fairs such as Milan Fair, Frankfurt Fair.
O5: Because of cost management, some customers will buy the products in Italy instead of China.

O6: The market is becoming more transparent by communication sources which are getting better and better. The customers will become aware that ABM offers the lowest price.



	Weaknesses
	Threats



	W1: The qualities of products are not very good.
W2: The package of each product is too simple and unattractive. There is no ABM logo on it and customers will not recognize that it is ABM’s products. The reputation of ABM is not very good.

	T1: People will hesitate to buy ABM’s products because of the quality.
T2: More and more competitors will offer low price products.
T3: A part-time sales representative can easily become a competitor.



§ 4.2 Strategic Choices in the Past
The company has expanded their market through local s
….3333

ales representative. ABM-idea Company was created in 1998. In the beginning, it was not familiar with the Italian market. The market share was very small and the product range was also very simple. ABM wanted to enter this trading market in a short period. It employed some local people as sales operators or representatives. These sales representatives searched for potential clients in their hometown. Because they were born and grew up there, they knew the business environment much better than ABM. Language and business culture were not a problem in dealing with clients. ABM opened the Italian market easily through their representatives..
Preparing for the future by enhancing the company’s IT system

ABM has a complete internet selling system. Preparing for the future, ABM invested a lot of money in internet selling management system in the last three years. With this selling system, the global buyers can visit ABM company any time through the searching tool. In the digital catalogue, customers will find all the products and make an order directly through their own account. The buyer can also follow the order through the internet system, he will know progressing of their orders and when he will receive the products.
With the internet selling system was established, the customers are able to search for the company’s products on the internet without the need to come to the company’s warehouse. This process enables the customers to save time and money. To add to this, ABM also saves money for the salary of part time sales representatives. This is a good strategy for long-term growth.
§ 4.3 Alternative Strategies  （Collins, 2007, para 1）
1st alternative
Penetrate more on the target market that already exist and sell the products for low price.
2nd alterative
Expand on a new country market and stop expansion on the existent market.
3nd alterative

    Expand with new product in a new market.
4th alternative
Stop expansion at present. ABM does not expand the Italian market and also does not invest in any other new markets.
Effects on sales
1st alternative
The main target markets of ABM are Italy, Austria, Hungary and Switzerland. Italian market occupies more than 70% of sales, but the remaining three countries are very important markets for ABM. People have no money to buy expensive goods under the economic crisis. Thus, selling cheap products can be an effective way to improve sales. 
2nd alternative
ABM plans to open a new market in Poland. It might be a good solution to improve sales.
3rd alternative
Investing on new products poses a risk for ABM. In the same way, penetrating on a new market is also not a positive strategy. It is not a good way to improve sales under the actual economic situation. 
4th alternative       No growth in terms of sales.
Effects on cost

1st alternative
Costs effects are minimal because ABM is already in the Italian market and ABM is familiar with the Italian market. ABM should consider the cost price of all the products which are from China. If ABM orders a large quantity of one good-selling product, then the cost price of each product will be cheaper. Even if it is sold with a lower price, more profit can still be generated.
2nd alternative
This alternative entails more cost especially in the new country where ABM is not yet introduced. The company has to spend more on advertisements, registration and licensing of business and searching for part-time sales representatives.
3rd alternative
It will cost a lot of money if ABM wants to enter a new market with a new product. 
4th alternative
No company outflow of resources - no cost.
Recommendations


There are a lot of factors that must be considered in deciding whether to expand the business or not. Factors such as sales and costs are just two of them. Since there is not enough quantitative data to support the decision, it would be safe to say that the alternative that would give more sales and less cost is the most beneficial to the company. Combine with the SWOT matrix, focusing on Italy and selling cheap products in this market is the best solution under the economic crisis. In this case, alternative one is the most favourable.
§ 4.4 Conclusion

Using the strengths, weaknesses, threats and opportunities of ABM-idea and combining these elements enable ABM-idea to formulate a strategy that will allow them to penetrate the target market of Italy. Although the economic crisis will continue in the following years, people will hesitate to buy ABM products because of the quality. Some strategies were already used in the past and the first alternative strategy will work out and help ABM to improve its sales. Italy is still the basic market of ABM. Expanding on a new product in a new market can be a double risk strategy. It is not a good way for ABM to invest in this unknown field at this moment.
Chapter 5  Marketing Mix (McCarthy, n.d., para 1)
§ 5.1 Politics

Influenced by the financial crisis, Italy's local import and export companies have the problems of reducing profits and even losses, high unemployment rate, investors’ confidence going low, coupled with economic recession around the importing countries, the payment capacity of enterprises and individual decrease, credit reduced, payment difficulties arise, or even the payment for the export products can not be paid in time (Liu, 2008, para 5). Under such circumstances, Italian local government has taken two ways in response to the plight of the financial crisis of imports:

The first one is taking a number of measures to increase domestic demand. At present, the expansion of domestic demand is a priority, as long as the domestic demand is increased, the excess domestic production capacity will be absorbed and thus eliminate the root causes of the huge trade surplus. The key to expanding domestic demand lies in the reforms of the financial, education, transportation, holiday supplies, food, beverage and other service sectors, namely, by increasing the effective supply to expand domestic demand. When the government has increased the supplies of the festival, catering and other service industries, consumer’s demand for these products will increase; ABM's long-term performance will also be improved.
The other one is abolishing the import quota. An import quota is a type of protectionist trade restriction that sets a physical limit on the quantity of a good that can be imported into a country in a given period of time. The custom should abolish trade barriers and import quota. The government should support by increasing the amount of foreign goods that Italy may import and increase credit support to enterprises to improve security conditions for the financing of enterprises and improve the protection mechanism of the export credit risk.
§ 5.2 Product 
ABM-idea offers basic commodities, handicrafts, jewelry, festival products, stationery, toys, small household electrical appliances, clothing, socks and other products. Those products are mainly part of the goods that people use in their daily life. 
Some customers are ABM’s old clients. They often order the same products in the same quantity. It is ordinary for ABM to deal with those orders, as the products ordered are already clear. ABM also has to store many products in its warehouse for buyers who do not have fix orders and order different quantities every time. Proper inventories should be made as to what goods are sold the previous year. It should identify what does other trade company imports this year and what kind of new items does the customer expect to buy.

From the threat aspect of SWOT, customers may worry about the quality of ABM product, one effective and inexpensive way is putting ABM logo on each product, if the product has any quality problem after selling, it can be changed or return the money back in a month. After the first time using, the customer will know the product is really good, he will buy ABM product again and again.
§ 5.3 Price 
How much are the intended customers willing to pay? Here we decide on a pricing strategy. Price has an irrational side: something that is expensive must be good. But ABM company is facing a critical period. Many people do not have much money to buy expensive things under the economic crisis. ABM should consider importing more products for some good selling items, then the cost price will be lower and even if the selling price is cheaper than before, ABM still gets more profit if large quantities of products can be sold. The suitable pricing rule of ABM is importing cheap products and selling them at a low price.
§ 5.4 Place
ABM has more than 50 part-time business sales employees in 30 cities in Italy. These people are familiar with the life environment of their hometown and know the business situation quite well. It is easy for them to find and locate wholesalers as well as distributors and potential customers. It is also very convenient for them to visit and meet customers even several times since they are living in the same city.
Another distribution channel is internet. ABM has a complete internet selling system. In the digital catalogue, customers find all the products and make an order directly through their own account. Information on the company’s official web site is updated thus, customers do not have to visit and come to the warehouse for information about new products since it is provided on its website. 

Retail stores and wholesalers are the biggest buyers of ABM. Auchan, Carrefour and Nataluna are all very big supermarkets in Italy. They have many chains in different cities, towns and even villages. These supermarkets are potential good distribution channels for ABM. Hao Mai, Al Bazar Milano and Gioia Shopping are the buyers of ABM. They are selling the same product as ABM has. They are not big importers though so they just buy the products from ABM.
§ 5.5 Promotion

While the other four P’s have lost much of their significance in today’s markets, promotion has become the most important P to focus on. ABM company has a customer collectivity purchasing meeting each year. In this meeting, ABM shows all of the products and new products are also introduced. Customers can then consult anything about the products and the service of ABM. They can also make orders during the meeting. ABM has a promotional policy. A person gets 5% discount if he makes an order of more than ten thousand euros during the meeting. If the payment of the goods is more than 30 thousand euros, the customer gets 10% discount. For instance, if the total amount of one order is 15,000 euros during the purchasing meeting, he only has to pay (15,000*95%) 14,250 euros.
Payment is always a vital step in the process of doing business. Normally customers will pay the total amount after two months since they received the products. ABM will get more risk if a customer pays later and it is also not good for the cash inflow of ABM. A better way is using preferential policy. For instance, if total payment of goods can be paid in the delivery time, this customer gets 10% discount. If a customer is going to pay the total amount after one month after he received the products, he only gets 5% discount from the total amount due.
Specific business fairs such as Milano Fair and Frankfort Fair are also good methods of promotion. Milano Fair is more about festival products, basic commodities and small household electrical appliances. Many Italian retailers and distributors attend this fair. Frankfort Fair has two exhibitions every year. Buyers from many different countries attend this fair. Joining these fairs is a very effective way of promoting the company and gaining potential customers. On the fairs, the booth of ABM should be huge and location should be strategically chosen that it attracts attention and gets easily noticed. ABM should also shows a lot of product items in the fair. This will build a good reputation and a nice impression for potential customers. 
Chapter 6 conclusions and recommendations
Based on the research conducted and with careful consideration of all the information gathered as well as the analysis of certain relevant data, the following conclusions and corresponding recommendations are made:
Conclusion 1:
( The economic situation of the entire world is still unstable. The economic condition of the Italian market is also not optimistic. People’s consumption level is still very low. They do not want to buy expensive products. Payment is always a vital step in the process of doing business. Normally distributors will pay the total amount after two months after receiving the products. 
Recommendation 1: The suitable pricing rule for ABM is to import cheap products and sell them at low price. Distributors are the main distribution channels of ABM to bring their goods to the end users. If total payment of goods is paid when the goods are delivered, the customer gets 10% discount. If a customer is going to pay the total amount after one month after receiving the products, the discount is reduced to 5%.
Conclusion 2:
( ABM imports different sorts of products from China. Those products include almost all of the goods that people use in their daily lives. Because of the cheap price of the products, customers tend to think that the quality is low. This will reduce the product reputation of ABM.
Recommendation 2: In order to improve the reputation of ABM, brand establishment should be developed and strengthened. ABM should also monitor the whole process of manufacturing and every item should be checked before delivery. If the product has any manufacturing defects, it can be changed or returned within a month. Money can also be reimbursed if the customer wishes. ABM logo should be incorporated in the packaging of the products. Customers who buy ABM products for the first time will know that the quality of the company’s products is good. Thus, the customer remembers the brand name and will buy the product next time around. 

Conclusion 3:
( ABM has some alternative strategies under the economic crisis situation. It can expand to Poland as a new market. It can invest in a new product in a new market. It can also focus on the Italian market and try to improve sales in the biggest existing market—Italy. Recommendation 3: If the worldwide economic situation is not under the financial crisis, some expanding strategies may help ABM to improve its sales. But it is really a big risk for ABM to expand to other markets and to stop expansion on existing markets. ABM-idea should still focus on the Italian market. It would be safe to say that this alternative would give more sales and less cost to ABM company.
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Appendix 1: Questionnaire

1.1 Draft of survey

ABM-idea Company

Suggestions for the Products and service of ABM-idea

This questionnaire is part of our research study about how is the product and service of our company. This research is conducted as part of my dissertation at The Hague University. The questionnaire aims to gather information about our company itself and the opinion of economic crisis in order to improve our service. Moreover, it also aims to establish a harmonious relationship between supplier and buyers.

Please complete the questionnaire by filling in the information asked. This will not take more than 10 minutes. If you have any questions or clarifications, you may send an email to zhuzhiqiang02@hotmail.com or call +31643752846. Comments and suggestions are also more than welcome.

Thank you very much. We highly appreciate your time in completing this questionnaire.

Xia Fan

Zhu Zhiqiang

Suggestions for ABM-idea

Please fill in the following information. Kindly tick ( only one box unless stated differently. 

A. PERSONAL INFORMATION

1. Gender: (1.1) □ Male (1.2) □ Female


2. Nationality:
(2.1) □ Italy



(2.2) □ Austria



(2.3) □ Hungary 
            (2.4) □ Switzerland



(2.5) □ Other nationality (please specify) _________________


3.  Age: (3.1) □ 25 and below



(3.2) □ 26-35








(3.3) □ 36-45








(3.4) □ 46 and higher






VIRTUAL WORLDS IN GENERAL

4. Have you ever bought our products? (4.1) □ YES

(4.2) □ NO

5. Do you have your personal account in our website? (5.1) □ YES

(5.2) □ NO

If no, please proceed to question 10 

If yes, please proceed with questions the next question
6. Which of the following products do you buy in our website? You may tick ( more than one option.

(6, 1) 
□ a. Daily necessities

(6, 2)  
□ b. Stationery
(6, 3) 
□ c. Jewelry
(6, 4) 
□ d. Handicrafts
(6.5) 
□ e. Toys

(6.6) 
□ f. Other – Please specify: ___________________
7. How long do you use internet per day?

(7.1) 
□
one hour or less

(7.2) 
□ 
1-2 hours  
(7.3)

□ 
2-3 hours      

(7.4) 
□ 
3-4 hours

(7.5)

□ 
4 hours or more

8. Why you choose internet to buy the products instead of real market? You may tick ( more than one option.
(8.1) 
□
a. Reduce the expense

(8.2) 
□ 
b. It is easy and fast to make an order
(8.3)      □ 
c. Old customer, there is no need to come to our storage each time.
 (8.4) 
□ 
f. Others: (pls. specify)_____________________
9. What kind of place do we have to improve in our website? 

(9.1)
□
a. Everything is ok for me
(9.2)
□ 
b. Enrollment system

(9.3)
□
c. Order management system
        (9.4)
□
d. Others: (pls. specify)_____________________
Production Suggestion


10. Do you think the qualities of our products are good? 

(10.1)
□
a. Yes

(10.2)
□ 
b. No
11. Do you think which trade companies’ brands are popular？You may tick ( more than one option.
(11.1)

□
a. ABM-idea

(11.2) 
□ 
b. Fati Gati Napoli
(11.3) 
□ 
c. Generaltrade
(11.4) 
□ 
d. Some other brand products. (pls. specify)_____________

(11.4) 
□ 
e. I prefer to use my logo in my order



12. What kind of product do you want to buy but we don’t have so far? 

(12.1)
□
a. Furniture
(12.2)
□ 
b. Leather shoes
(12.3)
□
c. Gifts 

13. Do you feel the economic crisis impacts your business?
(13.1)
□
a. Yes, it impacts my business a lot

(13.2)
□ 
b. Yes, it impacts my business a little bit
(13.3)
□
c. No, my business is still the same.
14. Do you think what can we do more for the products?

(14.1) 
□
Quality

(14.2) 
□ 
Price 

(14.3) 
□
Variety

(14.4) 
□
all of the above

D. Service Suggestion


15. Could you please give us a score for our service? 10 is the highest, 6 is the lowest

(15.1)
□
a. 10    (15.2)
□ 
b. 9  (15.3)
□ 
c. 8
(15.4)
□ 
d. 7     (15.5)
 □ e. 6  
16. Which mode do you like the most to make an order if we have new products?
(16.1)
□
a. In the storage of ABM

(16.2)
□ 
b. On the exhibition
(16.3)□c. By internet or by phone

17. Have you ever introduced your friend to buy our products?

(17.1)
□
a. Yes, I have, more than 3 times

(17.2)
□ 
b. Yes, maybe 1 or 2 times
(17.3)
□
c. No, but I will do

(17.4)
□ d. NO, never 

18. Which service should we improve? You may tick ( more than one option.

(18.1) 
□
Internet service

(18.2) 
□
Delivery service

(18.3) 
□
After sale service

 (18.4)  
□  others, (pls. specify)_____________

The End

Thank you very much!
1.2 Result of the survey
	Options

Questions
	1
	2
	3
	4
	5

	Q 1
	31
	19
	
	
	

	Q 2
	34
	7
	4
	5
	

	Q 3
	1
	21
	19
	9
	

	Q 4
	50
	
	
	
	

	Q 5
	50
	
	
	
	

	Q 6
	36
	21
	27
	24
	26

	Q 7
	7
	21
	16
	2
	4

	Q 8
	26
	22
	37
	
	

	Q 9
	17
	21
	12
	
	

	Q 10
	46
	4
	
	
	

	Q 11
	23
	28
	20
	11
	

	Q 12
	10
	19
	21
	
	

	Q 13
	31
	17
	2
	
	

	Q 14
	4
	4
	28
	14
	

	Q 15
	11
	18
	17
	4
	

	Q 16
	39
	6
	5
	
	

	Q 17
	13
	12
	25
	
	

	Q 18
	27
	33
	33
	
	


1.3 Summary of the survey

This survey is to know what the qualities of ABM’s products and service are. What can we improve in the future? Another aim is to establish a harmonious relationship between supplier and buyers. From the result of survey in above, it is clear to know some questions and phenomenon.

Question 1: businessmen are much more than business women.
Question 2: Italian customers are much more than other countries’ customers.
Question 3: there is only one buyer whose age is below 25 in 50 people. More than 80% people, their ages are between 26 and 45.
Question 4: all of the people are our old customers in this meeting.
Question 5: all of the people have personal accounts in our website.
Question 6: the most popular item is Daily necessities and the most unpopular item is stationery. For the other three items jewelry, handcrafts and toys, the percentage are more or less the same. ABM will know what kind of product can import a lot and what kind of product should be reduced.
Question 7: more than half people use internet between 1 and 3 hours per day. It means internet is a common tool for them to get information, make order or some other activities.
Question 8: almost 80% customers think they are our old customers, it is not necessary for them to come to our storage each time. From this information, ABM should concern the establishment of website. We should renew the products in a short period, and we can publish some news through website.

Question 9: 40% of people think our enrollment system should be improved. Maybe it takes a long time for them to register in our website, or the internet speed is too slow to access. At least, more than 30% people are satisfied with our internet service.
Question 10: only 4 buyers complain the qualities of our products are not good. We are very glad to see this result.
Question 11: the brand of our biggest competitor Fati Gati Napoli, this brand is more famous than our brand, so ABM still has space to improve in order to catch up with Fati Gati Napoli Company. 20% people like to use their products with Fati Gati logo on it. Brand establishment is really an important solution for ABM to overcome the low reputation of the products.
Question 12: most of the people think we may import some gifts as our new products. Then ABM can know what their demand for product is. 
Question 13: only 2 people think this economic crisis does not affect his business, more than 60% people think it affects his business a lot. This financial crisis had a deep impact on a number of businessmen, not only in the banking sector, but also in the field of import and export trade. 
Question 14: our price and quality are quite attractive, but most of people think the variety of our products are not enough, so ABM should consider the problem of product diversity.
Question 15: our service is in the middle-class, most of people chose 8 or 9 score. The aim of ABM is 10.
Question 16: approximately 80% people prefer to come to our storage when we have some new products. It is also better for them to find the products that are fit with their local markets.
Question 17: half percent of people like to introduce new customers to come to our company. And another half buyers already introduced some customers to buy our products. It is a signal to tell us that people like our company and products, they are happy to introduce new customer to us.
Question 18: ABM still has to improve delivery service and after sell service mainly. 
Appendix 2: An interview for the president of ABM company

1, what do you think of my internship in your company?

First of all I would like to express my appreciation to your efforts and contributions during the internship in our company. There are some commercial rules and operation that you cannot learn from your textbooks, I hope that you have already gained some useful knowledge in our company. During the internship in the company, you helped us to accomplish the Christmas procurement under the guidance of Miss Xia. The procurement is a major event for every year; you gave us a number of recommendations on the work. You are very conscientious and responsible in your internship; it reflects your personality and individual values.
2, could you please give so brief statements of the operation of ABM company in this first half year?

In the past six months, we should say that it was a hard time in the context of the financial crisis, and the impacts of the crisis have been reflected in many places . But our company performed very well since January, under the circumstances of high unemployment in the world we still recruited 10 sales as well as a project manager. We still remained to transport 10 containers per month, although the orders of some customers became smaller, the number of customers has not reduced, on the contrary, there was a slight increase. However, the profits of the products for the first half year was 5% less than that in the previous years, which is to help our company maintain sales and ride out the storm.

3, do you have some development plans for the next three years?

For the development plan for the next three years, we still hold a conservative attitude, because the crisis has not passed away, there are still a lot of things are variable, but I believe the company will be expanding step by step.

4, do you think financial crisis is a threat or an opportunity?

	
	If you are able to seize the opportunity during the crisis, to find a new economic growth point, then the crisis will be a very good chance for us . If you are afraid of the crisis, and loss your confidence in the development of the industry, at the same time there is a serious shortage of funds, or the payment cannot be recovered in time, then the crisis will bring a big blow to the enterprise or even the risk of bankrupt. Anyway, I believe that our business can ride out the storm smoothly.


5，what is your role when your enterprise is facing a matter or a turning point?

As a leader, first of all you need to have a complete line of thought, have a correct diagnosis and prediction for the future development. If there is a problem in the running of an enterprise, then you should find out the cause of the problem right away. Does the problem lie in the guidelines or the implementation of the staff. I think at this time I should be a coordinator. If the enterprise has to face a turning point, I think I should be the first to know, this time I was a founder and commander. 

6，do you have some suggestions for exploring the Poland market?

This is a new market, there are still not many Chinese trading companies which engage in the import and export business. But the demand for Chinese products is very large, local residents have slowly accepted the goods from China. Therefore, we will do some market research, contact with the local government and the Trade Development Council, cultivate some good salesmen, choose some good sales channels, I think we will do this project as soon as possible.
Appendix 3   Financial Statement
In these two tables people can see the Company’s financial statement from 2008 to 2011. The author can get the exact data of 2008 from the relevant department of ABM company. But for the years between 2009 and 2011, the data are based on the marketing plan in the following three years and the development forecast. It is a profitable company, if the whole essay is only about the academic text; it is the lack of persuasion, so some data resources are necessary. In these two tables, we can see the financial statement of 2009 will be even lower than 2008 because of economic crisis. But after 2009, ABM company will have some methods to improve the sales, and the income statement will get higher. In 2011, the management department believes that the total sales and net profit will achieve a new highest point.

The payroll tax in Italy is 23%, and the trading company income tax is 19%

Appendix 4: Buyers’ contact information
	Company Name
	Contact information

	Hao Mai
	HAO-MAI S.r.l. - v. Ciotti, 5 - 25018 Montichiari (Bs) - P. Iva 02673480980

	Al Bazar Milano
	Address: Via A. Scarpa. 9 20145 Milano Italy

Tel: 0039-02433470    Fax: 0039-0248011605

	Gioia Shopping
	Address: 

Tel:    Fax: 

	Auchan
	Website: http://www.auchan.it
Tel: 800-824039

	Carrefour
	Website: http://www.carrefour.it/
Tel: 800-650650

	Nataluna: 
	Address: via De Siervo, 22 80037 Piazzolla di Nola Napoli – Italy
Tel: 0039-0815115270     Fax: 0039-0818291650

	Conad : 
	Address: CONAD Via Michelino, 59 40127 BOLOGNA
Tel: 0039-051508111      Fax: 0039-051508414


Appendix 5: competitors’ contact information
	Company Name
	Contact information

	Fati Gati Napoli
	Address: Corso Malta, 150/C 80141 Napoli Italy

Tel: 0039-0817517515

	Generaltrade
	Address: General Trade SpA- P.iva IT: 01846730735

Tel: 0039-0804853111     Fax: 0039-0804855151
Email: info@generaltrade.it

	Artemisia Trading SRL
	Address: Via De Roberto Domenico, 44 Napoli

Tel: 0039- 0812509935    Fax: 0039- 0812508873

	Due Esse: 


	Adress: Martina Franca, Ta Italia. Via Mottola Km 2,200
Tel: 0039-0804830111     Fax: 0039-0804830270

Mob: 0039-3332875501


i

