HKICPA Accounting and Business
Management Case Competition
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* Level 2: Management Consultant (page 2:
Question paper and guideline)

« Target company: Hong Kong Television Network
Limited (HKTV) — online shopping operations in
Hong Kong

L WJJ $TV mall’




Level 2 (Management Consultant)

Prepare a business proposal (P52 bE(E) to:

- Part A: HKTV overall group financial
performance for the past TWO years, for the
years ended 31 Dec 2016 and 2017 (30 marks);

and

- Part B: Formulate a business [*promotion]
plan of HK$10 million for the coming TWO
years (l.e. for the years ending 31 Dec 2019 and
2020) to improve the online shopping operations
of HKTV In Hong Kong. (45 marks, excluding o. 1l a:

Revenue/profit review — 10 marks)




Level 2 (Management Consultant)

Prepare a business proposal (P52 bE(E) to:

« Part Il - Formulate a business plan for HKTV’s
online shopping operations in Hong Kong

(b) SWOT analysis of HKTV Group’s online shopping
operations in Hong Kong — non financial analysis in
terms of favourable (+) or unfavourable (-) factors
external & internal to the organization.

(20 marks — approximately 3 pages)



Consultant)

(c) Business plan

A business plan of $10 million for launching a
promotional project to improve HKTV group’s online
shopping operations in Hong Kong, which should be
supported by a marketing expenses budget and
Implementation details.

In order to evaluate the effectiveness of your
recommendations, you are required to analyse the
projected impact on average daily orders, average
transaction value and sales for the years ending 31
December 2019 and 2020.

(25 marks — approximately 4 pages)




Point to note

* In preparing the business proposal, you
should ensure that all your suggestions
and recommendations are in line with
HKTV Group’s vision and strategic
direction.

(page 4: Question paper and guideline)



Agenda (on 28 December 2018)

Business Management and Marketing
Strategies

1.
2.
3.

Think] - SWOT Analysis
Do] - Implementation plan

Check] - Evaluation, measurement and
Control




Agenda




1. SWOT Analysis:

Identifying Organizational Opportunities

SWOT analysis

Analysis of an organization’s
strengths, weaknesses, opportunities
& threats in order to identify a

strategic niche (DLF(ET

it

an

M
;/m] i R

)~
|

fFELSERE that the organization can

exploit

Organization’s

resources

Opportunities
in the
environment

Organization’s
opportunities
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1. SWOT Analysis (continued)
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Keyword search

l (G SWOT analyss of HKTV i

Google
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Keyword search

EEEWNATEE - 598 - WHEREE (SWOT Analysis) . 6.4 B2 .. 3 REREH HEATIEZER]
—+—{# EZEhttp:/iwww hktv.com hk/press_adminffiles_upload/ ...

P Free-to-Air TV market - HKUST

Ibcone ust hkffiles/open/LABU20S2 pptx ~ EEEEEE

Situation. HKTV. General Public (Audience). Competitors (TVEB, ATV). Hong Kong ... Monopoly;
Market Share; TV channels; TV genre; SWOT ___ SWOT Analysis.

E Marketing & Bussiness HKTV MAII - Business/Marketing ...
refme_com/.../E%20Marketing%20%26%20Bussiness%20HKTV%20M... ~ EZEEiEE
ZTEEHTH - HETV Mall Annual Results (12 months up to 31 December 2016) ... The SWOT
Analysis : A Key Tool for Developing Your Business Strateqy.

Can HKTV survive with its new online shopping mall business?
www.ejinsight.com/20150804-can-hktv-survive-with-its-new-online-sh... ~ EiZEEEE
2015F¢8H4H - The customer had made a purchase worth more than HK$400 on HKTV s online
ping mall and was entitled to a free coffee machine, but ..

P The Accounting and Business Management Case ... - Hkicpa

www. hkicpa.org.hk/.._/2018%20({Level%202)Case_Questions_Eng_Fin... ~ SiEEEEE
Hong Kong Television Metwork Limited (HKTV), together with its subsidiaries ... SWOT analysis of
HKTV Group’s online shopping operations in Hong Kong.
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Keyword search

fessional Seminar & Application Proj. (Section 1)
[2014 S2]
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Keyword search
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Keyword search

2.4 HKTV Mall 48 R & HK$400,000/12 = HK$33,333.3 per month

S AEMmELDREYE Mall” " FER

EEETHERESESS  UEHEE - TR gk 1| ¥ BEEERTEL 7

YRS A LR AR RN E S REE 0 B ERED RS
W LEE > THER TE LS 100 BAEE EANRE 1SS - | EaH

ERALBERALE -

< i HKTV MAll’ SBEE7E 2015 48 2 HEREH - Bt EnREsE> &
REEES FAE - IS HKTV Mall Eo—Hs Sl @R
i 4 B0 BUET HKTV Mall” F4EE8HIS LAIRE (" - TEEFEATE
BT BRSO EEEIE SE L — T TR S S A
AR - BEQEDE SRR EEE GRS -
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Keyword search

Gﬁ) T-EEED

R T BB RS  mEEAR S TEEERE AR T EIL—E
BEPR - EREFeH  —EfLEEHBERERE  BIRLEFmEE
R ARS (B NESE - E255"H » JI A HKTV Mall LD
AGHIWRA - EEEGRHEGRE - THEURRTENTRKFIEERE &
REYLIRERE MR —(EF RN - TTEREES - EAESREREST KT -
FA2E FSRERSFRANRIE - RAT BASYFEEORISF -

Bring new life to Hong Kong people
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(2015)
Weakness

(2015)
Weakness

Keyword search

T BETFET » 6% NGEHLLEET
[EE eV EEFIMEEES - L HKTV Mall 898 E (R
AE) - REREREREEIEYRY) B ECET - EiE
HEEHEREHET T RLERSIEREE -
HKTV Mall BYE G s 4875 AR Ae B4 EEEEE B ST
Bt - AMreEEALFEEELEHEEL -

AR EETEE G HKTV Mall EXEH R e e GRS g
FelE . BHERSE S0 BFEES  $IEERRFEFHFILA 40 BAFEALY -
EEE/\GEHEETHBET TERE - AR - 240 Rig TEEEER
=1 VENEELATRHEEERR (ST R ° (£ _HKTV Mall # - REF
FEEE TR OSERE - tUZERIISBEECREEEIhE -

EEREREZEANEREY — ERIZEREERER - EEE
% BREE  Bi¥swas 0 ERNERES - FHE > T - HKTV Mall £9I0
REMAFT R - L LRERBEERREE —EMBEMLEAES -
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(2015)
Strength

(2015)
Strength

BT ERNERN  EAEESEE-EsEs B NE FEYEE > E
#1300 EEESE - 72015 &£ 2 B 2 HIEZUEE) HKTV Mall » #HEGETHE A

HyAVERIREYIIRT. - HKTV Mall $58E3L /\ A5 EY Mo » BFE © ARSEHACET - =

ERE - SREE - BTES e EFHLS  £EZXERSGEAS B
Al B AR E X HEEL - 14 - £ HKTV Mall 8517 HKTV Shop LISSE
HEFES  BREELERST HKIV) - BERSENSEEES -

TEELHEL - B "SR U /NFREE - BLEE > B ERTRZER
ALIRE ! | - FEBENAE  ESEEERESEENER » HLEE
T HKTV Mall TE4EEmIEHEET] -

EnERE - BRTESEGEER (Product Lifestyle Analysis) 28
AR AREEBEN  BREEESRE EEEHICENEE - mE - &
HLUEEN SR ZEREMETSAENER - IFEETEE - RhRENE
EeTEIE > 41 HKTV Mall M1ERRBHEIZE ¥ ENFHEELE
HIEPE - AEEREIEFES - MRGUSET - B LIEEER -
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SWOT Summary
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Strengths

Management: effective leadership
Management: social management approach
Strong financial performance

Marketing and advertising capabilities Relevancy 7

Strong customer connect through strong brand promotion

Fulfill customer demand
Brand awareness and reputation/High TOMA (top of mind awareness)

Multi channel strategy by extending online sales

Strong and extensive distribution channels in Hong Kong/ Efficient distribution
Minimalistic (f§&Y) (physical) store image

Sustainable research and development

CRM - guantitative research for customer data collection

Product diversification: example: over 300 products

Flexible operations: retail stores + online platform

21



Strengths (?)

» Quick strategic decision making: by B.O.D. (?)

Senior Management Team

Managing Director Vice Chairman and CEO Chairman CFO
Ms. Jelly Zhou Mr. Paul Cheung

[efe]e)
Mr. Ricky Wong Ms. Alice Wong Mr. Kenneth Lau

 The unique product categories/ types are the most
powerful strengths for HKTV (?)

- Being benefit from the cost controlling: HKTV gets a very
competitive price..... (?)
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Weaknesses

« Similar to competitors
« Lack of marketing capability
» Higher costs arising from training personnel

* Unclear targeting: too many products,
consumers do not have a clear concept about Relevancy E
the core product of HKTV

+ Difficult for brand positioning promotion

- Difficulty to enter to mainland market: lack of
network and knowledge on local market?

*  New market expansion limitation: Mainland
customer online shopping experience/
requirement differences (vs Hong Kong
customers)?

23



Weaknesses (?)

* Financial burden?

5 H'%50 8 T

hitps://hk.finance.appledaily.com/finance/daily/article/20180516/20392611 (Publication: 16 May 2018)
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https://hk.finance.appledaily.com/finance/daily/article/20180516/20392611

Opportunities

*  Brand image

+  Company image and social engagement

«  Growing popularity of mobile payment systems
«  Online market (expand into internet)

+  E-commerce and internet are emerged as promissory distribution channels
«  Launching online stores in key markets

«  Group can go for brand extension (merger and acquisition)
* Anunfilled customer need

* Arrival of new technology Relevan Cy ’)
«  Good prospective — growth industry

+  Life standard of Hongkongers is improving

«  Convenience concept (“Time pressure”)

25



Opportunities (?)

* In HK, we are suffered from time pressure.

- Different payment methods in HK
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Threats

Fluctuation in exchange rates (products imported from overseas)
Market entry barriers
Local competitors
Fierce competition
Change in customer demand Re|evanCy 7
Shift in consumer buying preferences/tastes
New regulations

High staff turnover/ staff shortage

Keen (HK) market competition

Increases in wages — leads to an increase in cost and affects HFTV's
development

27



Threats (?7)

« Popularity of [local] online shopping: Despite of the
technology innovation (online shopping and payment,
...), there are still some barriers to make all public to

accept online shopping.

ﬂ
Eserv rsa..m..mlla(:kllonl'

fiaenpd

,=m Iwares distributed denial of s
alwares distrib usﬁ"ellan;%c%éeil")'fﬁet“énf:"rvnﬂon—

" ﬁll[lll!.l:ls IS $s049
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Level 2 (Management Consultant)

(c) Business plan

A business plan of $10 million for
launching a promotional project to improve
HKTV Group’s online shopping operations
In Hong Kong, which should be supported
by a marketing expenses budget and
Implementation details.

In order to evaluate the effectiveness of your recommendations, you are required to
analyse the projected impact on average daily orders, average transaction value and
sales for the years ending 31 December 2019 and 2020.

(25 marks — approximately 4 pages)
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Purposes of promotion

* Inform,
* Persuade &

» Remind customers about the Group
and/or its products.
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We are selling EXPERIENCE...

Online Shopping is NOT a Website for Display
Shelves, it’s EXPERIENCE

eCommerce
Platform

-CRM Multimedia

Production

- Machine Learnin
- e.g. Photo and video

- Bi i production for product
ig Data Analysis F P
promotion

Order processing
system

Customer Services

3-Tempature
Controlled Trucks Independent

operated by self-run Payment Gateway
Logistics Team

eFulfillment Centre

e.g. warehousing, pick/pack
functions

Source: http://ir.nktv.com.hk/eng/ir/presentations/20180102 2017 HKTV_CorporatePresentation.pdf (1 Nov 2018)
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http://ir.hktv.com.hk/eng/ir/presentations/20180102_2017_HKTV_CorporatePresentation.pdf
http://ir.hktv.com.hk/eng/ir/presentations/20180102_2017_HKTV_CorporatePresentation.pdf

We are selling EXPERIENCE...

Our Positioning —
A Online Shopping Mall in the Region for EXPERIENCE

» - A%

A
—:'::; ) 5
L o

<
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Choosing the right form of promotion

You need to consider:

* The target market

* The nature of the products

» The stage of the product’s life cycle
* Money available for the promotion

34



Promotion: Introduction stage

FEEABOLEETERERESE - QMBI EEE > /FERTHAHE -

Source: http://eastweek.my-magazine.me/main/59946
(Publication: 27 October 2016)
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The target market

* Question: HKTV targets WHO by selling
WHAT??

B 2018

Rl A O #i5t
Population By-census

—E-XNFFHAQ &K
BHYEL BRATH

2016 Population By-census
Household Income Distribution

in Hong Kong
RiRAARA
—F—t£XAARB 11l
9 June 2017
- RARRAARA
RiRARRRAANS
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The target market — senior market GRzm)

&ﬁ%i#—l’aﬂ K&t §13.3% L5+ £15.9%

Proportion of Elderly Increased from 13.3% to 15.9% in the Past Five Years

=80
Elderly population (%)
1400000 - - 180

15.9%
- 160
1200 000 -
13.3% =
12.4% m [ 140
1000 000 - —

12.0 — 5

Elderly population
800 m} m| L 10-0
— (B O (%)
600 000 - - 80 Share to overall
population (%)

- 6.0
400 000 -
- 4.0

200 000 -
20

- 0.0

2006 2011 2016
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L
H{TV mall” X HOKGBUY .omowon

* Delivered combined 477,000 loyal, high spending & digital new

generation customers to merchants

HKTVmall - Groupon HK/ HoKoBuy

287,000 | amd o 232,000

collaboration

The above figures represent number of unique customers for 12-month ended 31 December 2017

Source: http://ir.hktv.com.hk/eng/ir/presentations/20180102 2017 HKTV_CorporatePresentation.pdf (1 Nov 2018)
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http://ir.hktv.com.hk/eng/ir/presentations/20180102_2017_HKTV_CorporatePresentation.pdf (1
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New target market — Seniors (?7)

To Conclude — How will HKTV be successful .....

2. Expanding “Digital” crowds

* Though Hong Kong has 81% of its population connected to Internet,
it is still behind its peers in the region — Singapore, South Korea,
Japan in terms of digital transformation

(source: The Economist: http://connectedfuture.economist.com/article/connecting-capabilities/)

Focus on “Seniors” — while the 80s - 90s’ are “Online” savvy, the 50s
- 70s are keen to catch up the world trend on digital city. It is just a

matter if you are the first one to change their behavior and can
capture the “time of need”.

Source: http://ir.nktv.com.hk/eng/ir/presentations/20180102 2017 HKTV_CorporatePresentation.pdf (1 Nov 2018)
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http://ir.hktv.com.hk/eng/ir/presentations/20180102_2017_HKTV_CorporatePresentation.pdf
http://ir.hktv.com.hk/eng/ir/presentations/20180102_2017_HKTV_CorporatePresentation.pdf

Product portfolio 4 E

HKTVmall and HoKoBuy - A One-Stop Shopping
Experience with Wide Spectrum of Products

As at 3 January 2018

Source: http://ir.hktv.com.hk/eng/ir/presentations/20180102 2017 HKTV_CorporatePresentation.pdf (1 Nov 2018)
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Sales

Product life cycle

Time

Characteristics
Sales ‘ Low sales Radically rising | Peak sales Declining sales
sales
Marketing Objectives
Greatproduct  Maximize market Maximize profit Reduce
and share while defending ture and milk the
brand

Strategies
Product Offerabasic Offer product E:enn\ybrands Phase out weak
product extensions, ser- models items
vices, warranty
Price Charge cost-plus Price to pene-  Price to match or Cut prices
trate market best competitors
Distribution Build selective  Build intensive  Build more inten- Go selective,
distribution distribution sive distribution  phase out
unprofitable
outlets
Advertising Build product  Build awareness Stess brand dif- Reduce to level
awareness and interest in and needed to retain
among early the mass market hard-core loyals
adopters and
dealsers
Sales Use heavy sales Reduce totake Increase to Reduce to
Promotion  promotion to advantage of rage brand minimal level
entice trial heavy customer ng
demand

41




Product life cycle (?)

-
Growth stage

- Sold alot + To sell as much as possible

- Competitors watch & decide about joining in with a competitor
product

«  Growth continues until too may competitors in the market (market
saturation)

- At the end of the growth stage, profits starts to decline & the
Group has to spend more money on promotion to keep sales

going
« Spending money on promotion cuts into the Group’s profit
« “Persuasive promotion”is in place during this stage

42



Product life cycle (?)

-
Maturity stage

- Many competitors have joined — market is saturated

- The only way to sell is to begin to lower the price & profits
decrease

« ltis difficult to tell the different between products since most
have the same F.A.B. — Features, Advantages & Benefits [* no
obvious product differentiation]

- “Persuasive promotion” becomes more important during this
stage

°* *The Group TV commercials (or promotion) almost begging the
customers to still buy its products because the Group still
makes it just as good (?)
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Money available for the promotion

HK$10,000,000
10 million




Paid & non personal mass
communication
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Types of advertising

* Focus on information & goodwill of the Group

- Consumer advertising: Rational versus
emotional (e.g. humor) appeals

* Focus on particular product(s) or brand(s)
« Stimulate demand for specific brands

46



Which media to use?

- What do you want your ads to do?

- Who are you trying to reach? [* Target
customers]

- What promotional message do you want to
communicate?

« How much does each medium cost?

47



From Annual Report 2017

Year ended Year ended
31 December 31 December
2017 2016
HK%'000 HKS'000

(a) Other operating expenses
Depreciation of property, plant and equipment (note 12{a)) 46,775 34.230
Advertising and marketing expenses 40,209 209,290

Advertising and marketing expenses increased by HK$10.9 million, in 2017, we focused more on digital advertisement, event marketing
and activity-based promotional campaigns to boost sales but less on brand awareness activities.

Source: http://ir.hktv.com.hk/pdf/announcement/EW01137-AR_17042018.PDF (1 Nov 2018)
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HKTV 2017 promotional strategies

- Digital advertisement #Fg)
- Event marketing [EE)/E{4E1TH
* Activity based promotional campaign £

B e SR )
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Other promotional




Promotional plan - example

Promotion activities~ Month« Expected-outcomes~
(Now to-31-Dec:2018-and 2019)~

POS-artwork-design-and- January-2018--......¢ Increase-brand-awareness-and-brand’s-

productions positiveimage+

o

Advertising-efforts+

@® -+ Printad«

® - TV-commercial’

® - Radio-ad~

® - Online-ad-on-=social:

networking sitese

Sales.promotion« Decemberto-January- ® - Salesto-increasedueto:

® -+ 25%-off regularitems« (Christmas-and-LunarNew- promotional-and-advertising:

® - 15%-off-allitems-coupons« Year)~ effortse

® - Specialenvironmental-bags~ ® - Significant-product-awareness+
® — Brandwill generate-positive-

reviews-and-gain-positiveimage+

o

PRevents« July-2018¢ ® - Significanceincrease-in-sales-due-

to-promotional-and-advertising-
efforts~

Promotional plan:
marketing
expenses budget
and implementation
details
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Promotional plan - example

SEPTEMBER NOVEMBER
22|/ 5 12 19 % 3 10 31 7 |14 21| 28 5 12

NETWORK TELEVISION

Glee; Tues 8-9pm

X Factor: Wed 8-10pm

TMZ: M-F 7:30-8pm

King of the Hill/Cops: M-F 1-2am

Fringe: Fri 9-10pm - 2 spots TBD

Hell's Kitchen: Mon 8-10pm - 2 spots TBD

Animation Prime (i.e. Simpsons, Family, Guy, etc.): Sun 8-10pm - 2 spots TBD
|

CABLE TELEVISION
MTV, Comedy Central, VH1, TBS, Spike, ABC Family

Promotional plan:
marketing
expenses budget
and
Implementation
details

EEmsE===
""'llllll

I:
[ [ [ O [ T Y Y o |
T T O [

| | 5 e |

Granototal] | [ | ----- ---------

E. 194 Fwy W/ St. Aubin 5/5 F/E

W. 1-84 Fwy EfO Pardee N/JS F/E

1-96 Fwy E/O Lamphere N/5 F/E

1-96 Fwy & Coyle 5/5 F/W

W. 1-34 Fwy W/O Haggerty Rd. N/S FfW

M. 1-75 Fwy 5/0 Nevada W/S FfS

1-275 Fwy .2 mi N/O Ecorse W/S F/N

1-96 Fwy 1 mi W0 Wixom Exit 55 F/W [Digital)
5. 1-75 Fwy & Southfield Fwy E/S F/S

|-696 Fwy & Sherwood N/S F/W (Digital)

O = Your Turn - Open House; ¥ = Your Turn; T = Tradition; R = Ready
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Promotional plan - example

Quarterly Marketing Plan Worksheet

Location October

WeskEndingl  5-Oct 12-Oct 19-Oct 26-0ct

JLast Year Weekly Sales
Sales Goal - Weekly

Actual Sales - Weekly

Key Dates & Evenls

Key Dates & Evenis

Key Dates & Evenls

IPmntIﬂnil Message

Sales Promolions

Sales Promotions
Sales Promotions
Sales Promotions
Salas Fromotions

Advertizing Direct Mail

fvalpak

Ioney Mailer
INewspager insert
Inewspaper insert
fOther mass mailing
Other mass mailin

Promotional plan:
marketing
expenses budget
and
implementation
details
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Business Management and Marketing
Strategies

1.
2.
3.

Think] - SWOT Analysis
Do] - Implementation plan

Check] - Evaluation, measurement and
Control
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Projected impact on sales

Sales data before and after the promotion

How many sales are a result of those promotions

Timing of promotion [* Hedonic consumption experience]
Customers’ preferences

Change of average spending per customers [*Increased/decreased]
Competitors’ promotional campaigns
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Evaluating Strategy

Syirziisic)y Implementation
Formulztior) and Execution

Evaluation
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