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Abstract

With the development of economic globalization and after joining in WTO, China was involved in
the wave of economic globalization. Due to low cost and flexible mechanism, small and medium
sized enterprises are more and more active in marketing and in the economy. Ge Shang Furniture
and Fabrics Co. Ltd. is one of the small and medium sized companies in Anhui, China.

This thesis analyses the development situation of Ge Shang Furniture and Fabrics Co. Ltd and
problems in the development, then proposes some counter measures to these problems to
improve the competitiveness of the company.

This thesis analyses problems with SWOT analysis and makes quantitative research and qualitative
research like interview and questionnaire survey to help giving better visions about the company
and furniture market in Anhui. The qualitative research was done by interviewing manager in Ge
Shang Furniture and Fabrics Co.Ltd. And a quantitative research was done by emailing to
questionnaire to 150 people. These email addresses were got from a data base in the company.

The challenges of the company can be divided into four big parts. They are narrow capital
channel, lack of talents, low technology and shortage of brand awareness. The main suggestions
to the company also correspond to four main challenges.
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1 INTRODUCTION

1.1 Background of the study

With the development of economic globalization, the economic competition
between countries is found every corner. After joining WTO, China has also
been involved in the tide of economic globalization. The small and medium
sized enterprises have low costs and flexible mechanism constantly active in
the market economy, but they are still in their infancy, and there are many
problems with them. In an increasingly competitive market economy, it is
essential for the small and medium sized enterprises to find some ways that
suit for their development and can consolidate the position of them. For China,
the small and medium sized private enterprises are important in improving
economic development. They play particular role in supporting employment,
promoting people’s livelihood, increasing tax, technology innovations,

improving rural economy development and so on.

Moreover, international competitiveness of a country determines the economic
status of the country. However, the competitiveness of domestic enterprises in
the country also illustrates the country’s competitiveness. In modern
international trade, the position of small and medium sized private enterprises
those is an essential part of the market economy and will also continue to rise.
The influence of these enterprises is constantly expanding, and the
competitiveness of the small and medium sized enterprises has become an

important factor to measure a country’s economic competitiveness.

1.2 Objective of the thesis

After accessing WTO, China has been facing the development of economic
globalization and the global financial crisis, so the small and medium sized
enterprise, Ge Shang Furniture and Fabrics Co.Ltd. should find how to deal
with the huge economic challenges and how to adjust its thoughts and
strategy of reform to resist the powerful multinational companies. Meanwhile,
the company needs to know how to take advantage of both domestic and

overseas markets and resources, learn advanced technology and



management experience, give priority to develop the superior products and
expand the space of the international market. These have become the
important questions of today. This thesis will analyze the challenges of the
company and put forward the corresponding suggestions to improve the

competitiveness of the company.
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FIGURE 1. Changes of international competitiveness ranking of China

(China Ministry of Commerce 2013)

The above chart demonstrates that from 2006 to 2012, in 2006, the
international competitiveness ranking of China was 18. In 2007, it became
15th. In 2008, the ranking was 17th. The ranking of international
competitiveness in 2009 was 20th. In 2010, the ranking of China became 18th.
In 2011 and 2012, the international competitiveness rankings were 27th and
26th. The ranking changes of the international competitiveness of China
generally show a stable trend. That means Chinese economy has great stable

development.

In terms of private enterprises, under the situation of the fierce international
competition, most of these enterprises are small scale and labour intensive
companies with unsound management systems. In addition, small and
medium sized private enterprises are always lacking foreign and international
talents and they are also short of innovation. Only by improving the level of
management and trying their best to train more and more international talents,
implementing the brand strategies, and by using innovative ideas and
mechanisms to enhance the international competitiveness of small and

medium private enterprise can be enhanced.



2 GE SHANG FURNITURE AND FABRICS CO.LTD OF ANHUI
PROVINCE

2.1 Presentation of Ge Shang Furniture and Fabrics Co. Ltd.

Ge Shang Furniture and Fabrics Co.Ltd was established in Dec, 2011. It
locates in Anhui Province. The company possesses advanced production
equipment and technology. The departments of the company are divided into

nine branches.

In Figure 2 the structure of the company is shown.
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FIGURE 2. Department division of the company
(Introduction of Ge Shang Furniture and Fabric Co. Ltd, 2011)

The company mainly engaged in import and export business and trade of
furniture and fabrics. But now, in addition to that, it also has developed to
bulge with manufacture, sales and service. The company mainly
manufactures tables, chairs, sofas, beds and a series furniture, like Qumiao.
This brand focuses on sofa manufacturing, Rushi Chinese style furniture pays
more attention to design and makes Chinese style furniture and so on. Their
products are exported to the Middle East, Japan, Indonesia, Spain and
dozens of countries and regions. The market of the company is divided into

two parts. One is the domestic market, the other is export. The business idea




of the company is “ people-oriented” management philosophy, “ leading to
modern home lifestyle”, and making efforts to meet customers’ needs. The

company has about 160 employees.

2.2 Company’s competitiveness

The company’s international competitiveness refers to companies of a country
in the environment of economic globalization that are superior to foreign
competitors with more attractive price, quality and service for the production
and sales of goods and services, or the ability of the company to invest in
foreign markets and set up factories abroad which depend on the advantages
of its capital, technology, management and other aspects of brand, and that
the company can constantly develop in competition with others. In the era of
economic globalization, on the one hand, in order to exist and develop, Ge
Shang Furniture and Fabrics Co.Ltd. is expected to move towards the
international market and to carry out cross-border operations, get involved in
international competition, and look for foreign resources, technology and
marketing space. On the other hand, as markets of countries become more
open and that is increase in mutual trade and investment, despite the
company is not going abroad, it would inevitably encounter many foreign
competitors in the domestic market. After unfolding transnational business, the
company will face a relatively unfamiliar environment and fierce competition in
the market. Undoubtedly, these are tests and exercises for the company, so
they can help to temper the international competitiveness of this enterprise.
On the other hand, they can also help to improve the competitiveness. (Word
Competitiveness Yearbook 2009-2013, IMD.)

The measurement index of the company’s competitiveness:

(1) Production efficiency

It refers to an economic level at which the economy can no longer produce
additional amounts of goods without lowering the production level of another
product. This will happen when an economy is operating along its production

possibility frontier.
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(2) Labour cost

It refers to enterprises which need to spend expenditure and capital because
of labour, labour object, means of labour and employment of social labour.
Inputs of labour costs constitute a major part of the labour accounting system.
Labour costs refers to the costs of enterprises due to payments of the

employment of social labour.

(3) Company efficiency

It refers to the ratio of the amount of work and the results of the company’s
management activities. The company is a relative amount of the conception. It
can only reflect the behavior of the completion of the company’s speed, but

does not reflect the company’s behavior.

(4) Management efficiency

In general, it refers to the ratio between input and output in management
activities. Specific to an enterprise, is the relationship between the total
investment and the total output. From narrow aspect, management efficiency
refers to the ratio of the costs of themselves in the management activities

(mainly refers to the management costs) and the profits they bring.

(5) Corporate culture

It can be said the organizational culture is an organization of its value, beliefs,
rituals, symbols, ways of doing things and other components of its unique
culture image. Corporate culture is the basic beliefs and cognition that
enterprises in order to solve the problems of survival and development to
foster the formulation, and it is considered to be effective, sharing and
followed by organization members. (Word Competitiveness Yearbook 2009-
2013, IMD.)
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In Figure 3 there is a chart of international competitiveness rankings of

enterprises’ indicators

Elements/ 2009 | 2010 2011 | 2012 2013
Year

Production 25 5 5 12 20
efficiency

Labour cost | 21 11 7 12 15
Company 19 7 11 11 12
efficiency

Management | 24 4 3 1 5
efficiency

Corporate 23 5 4 4 6
culture

FIGURE 3. International competitiveness ranking of every enterprise’s
indicators (Word Competitiveness Yearbook 2009-2013)

In 2009, there was a big global economic crisis. This also had influence on
Chinese economy. So we can see from the table that every ranking of
measuring companies’ international competitiveness fell behind. But from
2010 to 2013, every ranking went forward. However, the production efficiency,
labour cost and company efficiency slipped up from 2010 to 2013 though the
whole ranking was still in front of all. What is more, in 2012, the ranking of
management efficiency was No.1. That means Chinese companies had good
progress in management. The ranking of corporate culture remained stable
from 2010 to 2013. The economic crisis in 2009 had an impact on the
competitiveness of Chinese enterprises, so the international competitiveness
of China is a little behind of other countries. However, with the lifting of the

economic crisis, Chinese economy was starting to recover.
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3 ANALYSIS OF THE BUSINESS ENVIRONMENT OF THE COMPANY

The business environment analysis refers to the enterprise which fully
understands and evaluates their internal and external environment by taking a
variety of methods in order to identify market opportunities and threats, to
determine the company’s own strengths and weaknesses so as to provide
guidance for strategic management process. (Business environment analysis,
2014)

3.1 External environment analysis
3.1.1 The present situation of small and medium private enterprises in China

In recent years, facing with various forms of trade friction, constantly growing
green trade barriers and constantly increasing costs of financing, the financing
difficulties of small and medium private enterprises are still not improving.
They use their advantages to accomplish rapid increase and fully demonstrate
the great vitality of these private enterprises by a variety of ways in the midst

of the international trading environment. (China News 2014.)

In 2001, the total import amounts of China and export amounts of private
enterprises were only 30,932 billion dollars. However, in 2013, the amounts
were up to 1,15 trillion dollars. During these 12 years, the amounts had 37-fold
increase. In 2013, only in the first three quarters of the year, the import and
export amounts were over one trillion dollars. They contained the imports of
3513,23 billion dollars, an increase of 27.06 % and the exports of 6677,23
billion dollars with an increase of 21.36 %. (China News 2014.)

50
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FIGURE 4. The increase speed of import and export amounts in Chinese

different type companies in billion dollars (China News 2014)

As we can see from the chart in Figure 4, in 2013, the gap between private
enterprises and foreign investment enterprises in China was significantly
reduced, occupying 40 % for the first time. Since the government in China has
encouraged to “ go out “ strategy, private enterprises have also achieved
many kinds of multinational cross-border mergers and acquisitions and have
fully developed “ two kinds of resources and two markets” and finally have got
significant achievements. Although in 2009, there was a little decrease

because of the financial crisis. (China News 2014.)

3.1.2 The increasing number and export trade amounts of export companies

Since 1999, with the lifting of restrictions engaged in outside business public
economic constrains, the private export-oriented enterprises in Anhui province
increased at a rapid speed. Small and medium private enterprises accounted
for 95 % among all private enterprises. (The analysis of small and medium

private enterprises in Anhui 2012.)

Accompanied by a sharp increase in the number of foreign private enterprises
doing foreign trade, the export trade amounts of foreign trade of private
enterprises in Anhui province had corresponding rapid development. Since
China had access to WTO, export trade amounts of foreign trade in China
grew rapidly for many years by its unique advantages, together with the
preferential policy given by the government, so the foreign trade has become
the main source of Chinese foreign exchange reserves. (The analysis of small

and medium private enterprises in Anhui province 2012.)
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FIGURE 5. Export trade amounts of private enterprises in

Anhui province (Statistics Department in Anhui province 2013)

From the chart in Figure 5, we can see that private export enterprises have
been constantly developing in Anhui in recent years. From the beginning of
2008, the amounts of export trade have been constantly evolving, except
when influenced by the international financial crisis in 2009 the trade amounts
there were down, the growth of the amounts of each year have been
maintained from 30 % to 40 % (the unit is hundred million dollars). Until 2012,
share of the private enterprises economy in GDP accounted for approximately
65 %. They made great contributions for tax, up to 50 % of total tax income.
Meanwhile, international competitiveness of private enterprises has also been
rising. The total import and export amounts were from 0.8 % and 0.9 % to
5.84 % and 7.47 %. By 2013, the export amount rapidly grew to 3002,13
hundred million dollars, accounting for 68.5 % of whole export trades.

(Statistics Department in Anhui province 2013.)

3.1.3 The improvement of export structure

The export trades of private enterprises in Anhui were labour-intensive
oriented at the beginning of the development of the export trades. The
advantages of the products came from their lower labour costs, so there is no
core competitiveness of products and the prices of these products would not
be improved. Otherwise, the brand also had not formed yet. In international
trade, most of the private enterprises in China played the role of instead-
machining. But now, many private enterprises pay more attention to their

brand building and the design of products, after-sales service and so on. More
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and more private enterprises begin to turn into culture and high technology
industry. Thus, products in these companies will not be imitated easily. (The
analysis of export structure among small and medium private enterprises in

Anhui 2013.)

3.1.4 Government’s financial and tax policy

In China, the government gives some priorities in financial and tax policy to
small and medium private enterprises to boost them. Financial policy as an
economic policy which used by government to support and guide the
development of small and medium private enterprises, is to accomplish an
important guarantee for a healthy and stable development of small and

medium private enterprises in China. (China Financial Officer Network 2009)

Financial subsidies is one way to solve the external problems of small and
medium private enterprises. In America and some other developed countries
they always provide venture funds for small and medium private enterprises,
especially for high technology companies. In China, although the government
gives out some fund to small and medium enterprises, it is not so special that
our government macro-regulates the economy. When the economy is
overheating, the government implements the tightening monetary policy, then
small and medium private enterprises will be damaged at first. While the
speed is too slow, the government carries out positive monetary policy, but
large enterprises will benefit from it first. (China Financial Officer Network
2009.)

In addition, in China, there are also some tax subsidies for small and medium
private enterprises. From the beginning of 2008, the government improved the
export tax refund rate of textiles, fabrics and furniture to 14 %. Meanwhile, the
export tax refund rate for foreign trade private enterprises came to 27.3 %,
and the export tax rebate rate in manufacturing was 19.4 %. But in China, the
policies about the tax are still not consummated. (China Financial Officer
Network 2009.)

The following part is the reference ratio of new investment incentives for small

and medium size private enterprises. Assuming that the total investment of
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the previous year is A, the total investment of this year is B, the real amount of
new investment associated with the annual is C, then C=A-B. In addition,
supposing that the new tax income associated with the annual is E, the
proportion of added tax accounts for new investment is F, F=E*C. Then the
reference ratio of tax incentives is G, G=F, the part less than 10 %, according
to E, given 5 %-10 % incentives. At 10 %-30 %, given 10 %-20 % discounts.
At 30 %-50 %, the government will give 20 %-25 % incentives. Over 50 %,
new investment incentives of small and medium size private enterprises will
be 30 % off. (The ratio of new investment for small and medium size private

enterprises 2009.)

3.1.5 Industry analysis

The Porter's Five Forces Framework is a tool for ensuring that one
systematically uses theses principles to assess the current status and likely
evolution of the industry in order to improve the competitiveness of the

company.

(1) Existing competitors

There are some powerful competitors in China’s current furniture market, such
as Dynasty Furniture, IKEA and so on. But the number of IKEA has limitations
because all IKEA stores are located at metropolitan areas, so it is hard for
IKEA to give profound impressions to customers in small and medium sized

cities or towns.

(2) Potential competitors

There will be potential competitors in every profitable business. So Ge Shang
Furniture and Fabrics Company must get ready for competing with others. It is
necessary for the company to pay attention to product differentiation but also
to achieve scales of economies, while combining the standardization of

manufacture with the differentiation of needs.

(3) Suppliers
Ge Shang Furniture and Fabrics Company adopts global sourcing strategy.

The manufacturing of furniture is more special, because of dwindling forest
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resources. The state issued a limitation of trees cut policy. The continuous
increasing of RMB and serious inflation make labour costs to rise. Suppliers
are an important part of the entire supply chain. They can help to improve
production orders and improve the professional skills workers, through
standardization and institutionalization to enhance the ability of mass
production of the company. Finally, they strive to get a win-win double benefit

situation.

(4) Customers: Consumers are all good at bargaining. This not only refers to
bargaining with salesmen, but also they will have an evaluation about
products of the company. So if the products are same and if the company has
no advantage of price, the customers may give up buying products from this
company. In other words, when the company makes products positioning, it
should measure it comprehensively. It is essential achieve the purpose of

profits, but also consumer satisfaction.

(5) The threats of substitutes

China has large potential in the furniture and fabrics market. Customers have
big needs for household products, so there is no perfect substitutes so far. As
long as the state of the economy is stable, consumers have steady income,
household items are necessary for them. (Porter’'s Five Forces Framework in

furniture industry.)

3.2 Internal environment analysis

The departments of Ge Shang Furniture and Fabrics company are divided into
nine parts. There are Design Department, Manufacturing Department,
Purchasing Department, Quality Checking Department, Logistics, Sales
Department, Financial and Accounting Department and Human Resources

Department and After-sale Service Department.

3.2.1 Business idea of the company

The business idea of Ge Shang Furniture and Fabrics Company is “ people-

oriented “ management philosophy and “ leading to modern home lifestyle
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“ and making efforts to meet consumers’ different needs. Ge Shang Furniture
and Fabrics Company is a model for healthy family life. The company enjoys
hard working for development and for enhancing the core competitiveness of
the soul value of the brand. The values of the company are innovation,
excellence, wisdom and care. The company is committed to fashionable,
modern and warm style of furniture and fabrics. Furthermore, the company
also contributes to manufacture products with durable, environmental and
healthy quality. The prices of these products are reasonable and most people

can afford these.

3.2.2 Marketing and other strategies of the company

The company is a multi-channel distribution furniture business with a certain
scale of operation and the company has overseas trade business. When the
company was in poor macroecomonic environment and worse industry
condition, in order to maintain and expand market share and take the financial
operating condition into consideration, the company used business growth to
achieve growth of scale economics and long term profit goals. The company
uses three marketing strategies. One is the integrated resources strategy. The
second is the important market cultivation strategy. The third is the innovative
strategy for market operations. According to the protection of environment, the

company tries its best to seek for manufacturing environmentally furniture.

The marketing department has specialists for packing, planning, training and

supervision.
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From the chart in Figure 6, we can see that the youth have preference for
fashionable style of products. Middle aged people and the aged like different
styles in different income level. Low income customers appreciate discount
and cheap products. However the high income consumers like honorable style
and they almost buy products through friends or relatives introduce . In
addition, the medium income people are willing to buy products with good
quality, they like practical products. (The investigation of furniture industry

products positioning 2014.)

3.2.3 Products and management of the company

Products of the company are divided into three types, the design department
of the company is dedicated to developing different products that meet

demands of the market and improve the core competitiveness of products.

The managers pay attention to cultivate the mutual respective and establish
the right modern idea about management and human resources. The
company tries its best to be “ human-oriented”. It can enhance employee
cohesion and highlight the human value. On one hand, it is good for
organizational advantage, because the employees will regard the company as
a big home if they are respected. On the other hand, it can also improve the
sense of responsibility of employees. In addition, the company gives priority to
human capital investment and supports human resources so that it can

develop a healthy human resources management mechanism.

However, the company does not pay more attention to training of employees,
and in the opportunities of promotion, the company is not entirely meeting the
actual needs of employees, and the company does not entirely depend on the

abilities of employees. The company has no complete talent mechanism.

The most important is the frequent mobility of employees of the company.
Some core employees often change to other companies because of the

imperfect management mechanism and lower salaries.
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3.3 SWOT analysis based on analysis of the business environment

A SWOT analysis is a structured planning method used to evaluate the
strengths, weaknesses, opportunities and threats involved in a project or in a
business venture. It involves specifying the objective of the business venture
or project and identifying the internal and external factors that are favorable

and unfavorable to achieve that objective. (Wikipedia 2015)

3.3.1 Strengths

(1) Location

The company is located in Anhui Province. Anhui province is a region which is
east of Jiangsu and Zhejiang, the two provinces that are the richer provinces
in China. Anhui is a region to undertake economic radiation and industrial
transfer of the coastal area. It has a unique advantage of connecting east and
west, north and south. Anhui has 500 kilometers land with around 500 million
population and the GDP accounts for 40 % of China. Furthermore, the location
advantage can help the company to absorb good experiences of other

provinces which are adjoined to it. (The introduction of Anhui Province 2013)

(2) Industrial development

Anhui province has relatively complete industrial system, main advantages of
the company in Anhui lie in labour and industrial resources, as well as

interaction with the developed province which are adjoined to the company.

(3) Human resources and labour resources

Anhui is a province with large number of population, which rural surplus
labours account for the majority. In terms of talented persons, the scale of
higher education in Anhui province has rapidly expanded and educational
level and structure are various. The workers in companies have the patience
to endure hardship. They are really flexible and hardworking. (The introduction
of Anhui Province 2013)
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3.3.2 Weaknesses

(1) The scale of the company is small and weak. The company gives priority
to investing in smaller scale projects, and the company is lacking funds in
overseas operations. Meanwhile, the company is susceptible to the business
environment, and the capital it needs every time is too small, but high

frequency of its need so that increases the cost of financing.

(2) The economic growth of the company mainly depends on investments, so
the process is accompanied by excessive consumption of resources and the

pollution and destruction of ecological environment.

(3) The independent innovation capability is not so strong and the company is
lacking technological innovation with little low-tech products and low-
technological culture. Furthermore, the products of the company are short of

international brands, so the competitiveness of products is not good.

(4) The company is based on family management, lacking formal and
scientific founded construction management, and in terms of the talents and
fixed facilities, it is not good enough. In addition, the company belongs to
semi-mechanized labour intensive enterprises.The level and ways of
management are obsolete. Moreover, the company is also short of
professionals and information construction of the company is not up to date.
What is more, the company’s primitive accumulation is not enough. The layout
structure of the enterprise is irrational. These all restrict the enterprise to
accelerate and improve the development. At the same time, because of these
conditions, the talents of the company are constantly leaving elsewhere, finally
leading to lower level management and lower technological innovation

capability. (The information of Ge Shang Furniture and Fabrics Co. Ltd. 2012)

3.3.3 Opportunities

(1) The location of the company is really good for its development and the
company is filled with rich labour resources and the costs of labour are not too
high.
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(2) With the development of economic globalization, small and medium
sized enterprises have many new opportunities for accessing to international
markets. In addition, international finance has also brought new opportunities
for small and medium enterprises and the development of update

technologies create better conditions for the development of the company.

(3) China continues to enact new support policies. At the same time, the
state has developed and improved a series of laws and regulations to create a
favorable environment for small and medium enterprises. From 2009, China
has simplified loan procedure and has increased the size of loans. Most
importantly, small and medium size enterprises funds have increased from 3.9
billion to 9.6 billion Yuan. (The analysis of small and medium size companies
in China 2013)

(4) In China, Anhui province tries its best to improve the credit guarantee
system and promote credit system constructions of small and medium

enterprises.

3.3.4 Threats

(1) The international competition is intense and foreign business environment
is not mature enough for the company. More and more multinational
companies come to China with well established brands, strong technology

research and development strength and abundant operating capital.

(2) In recent years, the rapid rise in prices of raw materials results in the
increasing speed in costs of products that is faster than the growth speed of
sales income. In addition, the growth costs of technologies and some other
factors lead to the increase of products’ costs. (The analysis of Anhui province
2014)

(3) Anhui province has a lot of knowledge-based talents, but because of lack
of economic development and talent incentives, the company does not pay
more attention to the training of employees, this leads to a huge loss of talent.

(The analysis of Anhui province 2014)
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(4) Anhui province is lacking a specialized system for economic services of

small and medium enterprises. (The analysis of Anhui province 2014)
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4 IMPLEMENTATION OF THE RESEARCH AND ANALYSIS OF THE RESULTS

With the development of Furniture industry in China, some small and medium
enterprises have some obstacles in their development processes. This thesis
aims to analyze competitiveness of Ge Shang Furniture and Fabrics Company
and help to come up with several suggestions and measures for the company

to improve its competitiveness.

This research is to get information about furniture industry situation and the
development condition of the company. The data has been collected through

both qualitative research and quantitative method.

4.1 Qualitative research

Qualitative research is an interdisciplinary, transdisciplinary and sometimes
counterdisciplinary field. Qualitative research has an important position in
deepen understanding of the situation of the company. It is quite useful for

analyzing company’s development condition. (Nelson et al’'s 1992, 4.)

4.1.1 Interview

The interview was done with Mrs. He, the manager of Ge Shang Furniture and
Fabrics Co. Ltd. on the Internet in 10" April, 2015. This were a successful talk
and everything went without any problems. The interview questions were as

below:

(1) What are your main responsibilities in the company?

(2) What is the latest development situation of the company?

(3) What is the competition situation of the furniture industry in Anhui province?

(4) In recent years, what is the ratio of export and domestic sales in the

company and how it has been developing in the previous years and what is

your expectation about it in near future?
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(5) What is the biggest problem in the export trades of the company?

(6) What measures the company has taken in establishing and protecting

brand and how does the company use brand building as a marketing tool?

(7) How does the company use marketing tools to develop?

(8) What are the strengths of the company?

(9) What are the weaknesses of the company?

(10) What are the main strategies in developing markets of the company?

(11) What are the main threats of the company?

(12) There is a growing emphasis on environment-friendly products, so
concerning the company’s production and products how to reflect the concept

of low-carbon environment?

(13) How do you see the future of furniture industry in China?

(14) How does the company promote its development in the future?

Through the interview, it was gotten many applied information about the
company and furniture industry. The interviewee in this interview is the
general manager of Ge Shang Furniture and Fabrics Co. Ltd. Her
responsibilities in the company are making important decision on the
development plan, operating principles, and organizing daily operations of
major issues. In addition, she also has the responsibilities for signing and

approving and dismissing middle managers and senior technical staff.

4.1.2 Results from the interview

Ge Shang Furniture and Fabrics Co. Ltd has several stores in Ma’an Shan city.

Its visibility now is still not very well-known in Anhui, but in Ma’an Shan city the
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company is popular. The scale of the company is a little small, the industrial
influence is not enough. Marketing strategies and models of the company
have  drawbacks. Furthermore, with the increasing costs, the prices of
products have been rising a lot and the sales amounts of products have
droped down. In order to retain workers, the company must pay much more
than before to workers, so the profits are decreasing compared to previous
years. Because of enormous pressure of furniture export industry, the export
proportion just occupied near 20 % of the total sales amounts in the company.
The company still mainly on domestic sales, especially depends on sales in
Anhui province. In the future, the company wants to try its best to develop
foreign market through better designed, high quality products. However,
products of small and medium furniture enterprises in China are usually
lacking design. Most of them are manufacturing by imitating other popular
furniture companies. So innovating ability is a bottleneck in small and medium

furniture enterprises.

There are many competitors for the company in Anhui province, like Wan Bao
Furniture and Fabrics Company, Red Apple, Royal and so on. All these
companies are big companies with mature business models and sales
channels. Compared with them, Ge Shang Furniture and Fabrics Company is
lack ing technical and design talents, perfect management and sales system.

So the company needs to do a lot to improve its competitiveness.

To improve the competitiveness in the export trades, the company makes
efforts to interpret different lifestyles and different attitudes to life with products.
Moreover, the company tries its best to find out a breakthrough in product
services to meet needs of different customers. The company has always won
the customers with high quality products and services in order to establish

their great brand image in the furniture industry.

Because of its small scale, limited financial resources and lack of talents, the
company can not be the same as the big companies and to do advertisements
in the popular television programs. It can only promote products and brand
reputation by distribution leaflets and album . Ge Shang Furniture and Fabrics

Company takes advantage of some annual festivals to do some publicity and
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sales promotions activities to expand customers’ awareness to the brand.

The company tries its best to adapt to the furniture market development and
to enhance its competitiveness. In terms of market segmentation, the
company has demonstrated a strong integrated strength. The company is

unique in aspects of product controls and sales channels.

The company has always put the products quality and environment protection
in the first place. What is more, the company pursues to be environment-
friendly in each production process. At the same time, the company also
introduces advanced technology and equipment from abroad to ensure
products quality and reduce pollution in the production stage, achieving low-
carbon production. This behavior shows the sense of responsibility in the

company.

SWOT analysis based on interview results

Strengths

(1) The company has location advantage, so the company can absorb the
successful experience and help the adjoined province.

(2) The company has strong labour force. These labourers are with relative

low salaries.

Weaknesses

(1) The competitiveness of new brands are relatively weak because of the
increasingly strong brand commitment of customers.

(2) Products with low visibility are lacking brand connotation.

(3) The competition of prices is very fierce because of their high costs.

(4) Lack of internationalization and management resources.

(5) The furniture industrial productivity level of furniture is not high.

(6) The educational level of employees and employer in this small and
medium  furniture enterprise is not too high, so they are all lacking quality

awareness. The enterprise management system is not perfect.

Opportunities

(1) There is no monopoly among furniture industry because of raw material
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supply chain optimization.

(2) Production and costs of foreign furniture products are too high, so from the
perspective of market share competition, compared with the domestic furniture
industry, the foreign furniture products do not occupy too many advantages in
a short time.

(3) After China has participated the WTO, the companies in China can
introduce advanced technologies and talents.

(4) Driven by the booming real estate and construction industry, huge
marketing demands will certainly lead to many opportunities for the furniture
industry. Young and middle aged people as the mainstream consumer group
with strong purchasing power illustrates that the changes in the knowledge
structure and positive attitude towards life is a powerful guarantee for bringing

profits to the furniture market.

Threats

(1) The homogeneity of products is more and more obvious in the furniture
markets.

(2) The existence of vicious competition takes place in furniture industry,
especially among small and medium furniture enterprises.

(3) Substantial expansion of the furniture industry in China leads to more and
more competition.

(4) The competition of product prices is very fierce because of their high costs.

In the current situation, the furniture industry shows a positive trend. But
because the regional of furniture industry is relatively strong and one-time
consumption of the furniture industry is also too strong, many people will no
longer be concerned about the furniture industry. Therefore, making a brand

within the industry into a well-known brand remains to be studied.

Products in furniture industry have become more and more intelligent,
functional and miniaturized. The furniture industry pays more attention to
environment protection and furniture enterprises make efforts to improve the

efficient utilization of resources.

Nowadays, retro elements of furniture are increasingly popular in Chinese
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furniture industry, so the company can design a series of retro furniture to
meet needs of customers. What is most important for the company is focusing
on services, reputation, and product quality at the same time and based on
service and brand building to establish a good image of the company and

products. These are things the company will do.

4.2 Quantitative research

Quantitative research is a formal, objective, systematic process in which
numerical data are utilized to obtain information about what you want to know.
(Burns&Grove, as cited by Cormack, 1991, 140.)

Quantitative research is very important in analyzing furniture market and

knowing the mentality of customers.

4.2.1 Data collection

The data was collected through a questionnaire method. 150 e-mails with a
questionnaire were sent to 150 person in Ma’an Shan city, Anhui province.
These 150 emails addresses were selected randomly from the database of
the company. The e-mail survey started on 3™ April, 2015 and ended on 13t
April, 2015. 138 emails were sent back with responses, so the response rate

is relatively high, approximately reaches to 92 %.
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In following figures are the survey result are presented:

1. What is your age group ?

Age groups

40. 00%
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20. 00%

10. 00%
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FIGURE 7. Age groups of the respondents (n=138)

Different age groups have different values on furniture purchasing, so this
question aims at getting an overall understanding of age composition. As we
can see from the chart in Figure 7, the largest age group in this survey is from

21 years to 30 years. The smallest age group is the respondents over 60

years old.

2. What is your gender ?

Gender

39%

1%

Ofemale
Enmale

FIGURE 8. Gender of the respondents(n=138)
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The pie chart in Figure 8 indicates that the percentage of females among
whole respondents is 61 %, while there is 39 % of male respondents. Different

people with different gender will have different purchasing behavior options.

3. What is your occupation ?

Occupation
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FIGURE 9. Respondents’ occupation (n=138)

People who have different occupation will have different purchasing power
and values, so these data can reflect proportion of different occupation groups.
From this chart, we can realize that officers and businessmen are typical
respondents, these two occupations are relatively equally represented in the

results. However, unemployed persons also occupy 14.49 %.

4. Have you bought furniture or fabrics during the past 3 years ?

Have you bought furniture or fa
brics during the past 3 years ¢

21. 74%

OVYes
B No

78. 26%
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FIGURE 10. Furniture purchasing behaviors during the past 3 years (n=138).

During the past three years, 78.26 % people have bought furniture. Just
21.74 % people have not bought any furniture. So it means there is a big
proportion of customers who have bought furniture during the past three years.
The chart indicates that there is a big demand opportunity in the furniture

market.

5. What kinds of furniture do you like ?

Favorite types of furniture
100. 00%
80. 00%
60. 00% o oo Bmodern
S oc o0 BMclassical
40. 00% Ofunctional
0 26. 09% (Iluxury
20. 00% !
5.07%
0. 00%
1

FIGURE 11. Favorite types of furniture (n=138).

The chart shows us there is more than half of the respondents that like
modern and fashionable furniture, and a few customers like luxurious types of
furniture. The total percentage of classical and functional kind of furniture is

more than 30 %.
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6. What price level of furniture will attract you most ?

Price level
80. 00% 79 46%
60. 00%
40. 00%
20. 00% 13-04% 14-50%
0. 00%
cheap medium expensive

FIGURE 12. What price level of furniture will attract you most? (n=138)
Most people like medium priced furniture. The proportion is 72.46 %, and the
percentage of people who like cheap furniture is almost the same as the

people who like expensive furniture. They occupy 27.54 % in total.

7. What is the most common reason for you to buy new furniture ?

reason for buying furniture
100. 00% ‘
80. 00% Edchanging the old
to new one
0,
60. 00% B decorating the ap
40. 00% artment
Oadding new furnit
20. 00% ure
0. 00%
1 2 3

FIGURE 13. What is the most common reason for you to buy furniture?
(n=138)

From the chart in Figure 13, we can see that decorating the apartment is the
most common reason for people to purchase furniture, it stands by 49,28 %.

The reason of changing the old one to new one occupies 28,98 % and the rest
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of respondents people buy furniture for adding new furniture reason is

21,74 %.

8. Through what media you get information about furniture? You can have

multiple choices.

what media to get information
36.84% |OTV

18. 42%
B Internet

[Inewspaper or maga
zines

Ofriends or relati
ves

BMother

63. 16%

16. 32%

21. 05%

FIGURE 14. Through what media you to get information about furniture ?
(n=138)

We can see from the pie chart in Figure 14 that there is a large proportion of
people who get information about furniture on Internet. And 36.84 % of people
get information through TV to about furniture. There are also a lot of people
(63.16 %) choosing friends or relatives to get furniture information. 21.05 %
customers get information about furniture through newspapers or magazines
and the rest 18.42 % people through other methods. Through this question the

company can understand how to advertise the company’s furniture products.



36

9. What kind of sales promotion you like most ?

What kind of sales promotion you
like most ?
100. 00%
80. 00% 78. 95%
60. 00% = Osales promotion
40. 00% — methods
o || 13, 16Y%
20. 00% 5 o6% 13.16% 5 63%
0. 00% more quan '
discounts Cities gifts other

FIGURE 15. What kind of sales promotion customers like most? (n=138)

The chart demonstrates that there is 78.95 % of respondents who like
discounts for furniture they buy. A few customers like more quantities (5.26 %)
or other sales promotion methods (2.63 %). 13.16 % people want to get gifts

when they buy furniture.

10. Where you prefer to buy furniture ?

Where you prefer to buy furniture %

combine thes
two, 23.55%

Ostore
B Internet store
Internet stor Ccombine these two

, 7.89%
tore, 68.56%

FIGURE 16. Where do customers prefer to buy furniture ? (n=138)

Most customers prefer to buy furniture in the real store, the percentage of it is
68.56 %. A few consumers (7.89 %) have preference to buy furniture on the

Internet store. Some people like purchasing furniture in both these ways.
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4.2.2 Evaluation of the survey results

This questionnaire was sent to people who live in Ma’an Shan city randomly
through email, aiming at seeking for how to improve the product structure of
the company and understanding the preferences of customers better. After the

responses were received, they were analyzed.

We can see from the results that people from 21 to 45 years old take a big
part of the clients of the furniture company in Ma’an Shan city and most of
them are officers or business men. Working-class people are the major
consumer groups in buying middle and low priced furniture. Their
requirements for furniture are simple, functional at the same time with a
modern beauty. As a small and medium enterprise, the company can use
their costs advantages to attract the major customer groups with middle and
low priced levels. Furthermore, most customers purchase furniture for
decorating their new house or apartment, so the company can cooperate with
house decorating companies to improve its sales volume and get stable

customer volume.

Nowadays, there are many mass media for advertising products of the
company. However, Internet is the most popular method among
customers.They can get information about the company’s products through
website advertisements. So the company can dedicate to putting high quality
advertisements in websites to attract customers. What is more, TV is also a
good way to do advertisements. The most important thing for the company is
to pay more attention to the products’ quality. If a consumer has tried the
product, and he or she was satisfied with the product, he or she may introduce
it to others. As we all know that people usually like to trust their friends or

relatives, so this may be the best way to promote the company’s products.

Sales promotions are the set of marketing activities undertaken to boost sales
of the product or service. Sales promotions are also very essential for the
company to attract consumers. Sales promotions include discounted prices,
e.g. buy three just paying for one, free gifts, vouchers and coupons and so on.

Through the questionnaire used in this thesis, we find that discount is a



38

promotion method people like most. So the company can give extra discount
for loyal customers and also the company can give discount to the first bought
customers to attract him or her to buy again in the next time. In addition, when
there are festivals, the company can organize some activities, like giving free
gifts to customers for celebrating the festival or something like that. But
sustained sales promotions can seriously damage a brand and its sales, as
customers wait specifically for the sales promotion to buy and not otherwise.
Therefore, sales promotions are expected to be used as a tactical measure as
an important part of the whole marketing plan but not the end of the marketing

measures. (The Economic Times 2014.)

The largest customers prefer to purchase furniture in the real store, but just a
few people have a preference for the Internet store, so the company needs to
pay more attention to the real store and at the same time, the company can try
its best to establish the Internet store because there are some consumers who
like buying furniture combined real store with Internet store. If the company
can build the Internet store well, maybe there may be more and more people

purchasing furniture on the Internet.
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5 CHALLENGES AND SUGGESTIONS FOR THE COMPANY

5.1 Challenges and reasons for lack of competitiveness of the company

Small and medium enterprises account for 95 % of all private enterprises in
China. However, to some extent, capital, talents, technology and
discriminatory policies all restrict the development of these small and medium

enterprises.

(1) Concerning capital, a shortage of funds and financing the difficulties of Ge
Shang Furniture and Fabrics Co. Ltd. has become the most troublesome
problem. It is difficult for the company to get financial support from the bank
and the government. Because of lack of capital and investment in the
operation, some products with great marketing prospect are helpless to stop.
The company has narrow financing channels because it does not have direct
financing channels, a perfect venture financing system, a comprehensive legal

protection system and a government support system.

(2) In labour talents terms, Ge Shang Furniture and Fabrics Co. Ltd is
obviously inherent. At the beginning of establishing the enterprise, it relied on
cheap labour to get low-cost advantage. Because of outdated knowledge
structure, lack of innovative capacity and marketing awareness, it is more and
more difficult for workers of the company to adapt to the complex corporate
structure and changing market conditions. Ge Shang Furniture and Fabrics Co.
Ltd does not have enough human resources management and marketing
expertise. The company is also short of expertise, technicians talent. The
scale of this company is a little small and technological level is not high
enough to compete with other companies. It is hard for the company to

achieve industrial update and product promotion in a short term.

(3) Low technology of products leads to low development potential of the

company.

(4) The brand operation awareness of Ge Shang Furniture and Fabrics

enterprise is weak.
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5.2 Suggestions for the company

For future development, the company is expected to expand export trade
share and adhere to develop environment-friendly products. Below are also

some suggestions to solve challenges the company now meets.

(1) Solving the financing problem by varieties of channels

e Expanding the proportion of credit loan is to improve the financing capacity
of the company.

e Introducing venture capital is to improve the ability for direct financing for
the company.

e Strengthening the company is self-development is to enhance its internal

financing capacity.

(2) Establishing modern enterprise management mode of the company

The company can establish the governance structure which consists of the
decision-making department, management and marketing. The company also
can set up a scientific enterprise leadership structure and organizational

management system to achieve system innovation.

(3) Focusing on the introduction and cultivation of foreign talents

The company can conduct business skills competition to discover potential
employees. The company can also participate in various job fairs or find other
ways to broaden talent introduction channels. The company can combine
salaries with employees’ work performance. The company can fully implement
job training for employees. In addition, the company is expected to employ
some employees major in product design to improve the creativeness of

products in the company.

(4) Undoubtedly, the most important thing for enhancing brand image and
brand operation is to combine product culture with product itself. Strategic
brand building is always a long term plan, not just solving current problems.
The strategy needs to be considered with the help of customer analysis,
competitor analysis and internal analysis. The company can create multiple

choices, set up some activities to promote the brand and develop their own
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personalized brand. Furthermore, the brand story is also essential for the
company to build a brand image, because it can illustrates the relationship
between receivers and the brand. Creating meaning is by answering
customers’ values and expectations, so when the company does brand
building, it must take actions to investigate the market situation and customers
awareness. Embodying the brand and bringing customers’ life some benefits

and values is also great for the company.
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6 CONCLUSIONS

Company competitiveness is an ability of a firm to offer products and services
that meet the quality standards of the local and world markets at prices that
are competitive and provide adequate returns on the resources employed or
consumed in producing them. In a competitive market, the enterprise by
cultivating their own resources and capabilities, can have access to external
resources and make full use of them, not just creating values for customers,

but also realizing their own value.

Ge Shang Furniture and Fabrics Co.Ltd is a small and medium company
which has less competitiveness in Chinese market because it has some
external and internal challenges, so it is essential for Ge Shang Furniture

Company to take some measures to improve its competitiveness in the market.

This thesis contains a SWOT analysis and an internal and external analysis of

development situation for Ge Shang Furniture and Fabrics Co. Ltd.

For understanding furniture market better, doing research is very important.
This thesis has been done by using qualitative research (interview) and
quantitative research (questionnaire survey) to analyse the furniture market in
Anhui province. It was found out that there is a huge demand for furniture
nowadays. So the company needs to take actions to improve brand image to
let more and more customers know the brand and the company so that the
company can expand market and sales amounts. The company needs to
complete their management system and have a positive attitude towards

solving financing problems in the development process.

By doing the thesis | learned much by studying the theoretical background. In
the thesis | could combine knowledge | have learned before with the practice
better. My supervisor always gave instructions to me patiently. Although it was
a little difficult for me to do the thesis and it took long time for me to complete

it, it was still an experience that taught me a lot.
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APPENDICES
Appendix 1

INTERVIEW QUESTIONS FOR THE MANAGER OF GESHANG
FURNITURE AND FABRICS CO. LTD.

1. What are your main responsibilities in the company?

2. What is the latest development situation of the company?

3. What is the situation in the competition of the furniture industry in Anhui
province?

4. In recent years, what is the ratio of export and domestic sales in the
company and how it has been developing in the previous years and what is
your expectation about it in near future?

5. What is the biggest problem in the export trades of the company ?

6. What measures the company has in establishing and protecting brands
and how does the company use brand building as a marketing tool?

7. How does the company use marketing tools to develop?

8. There is a growing emphasis on environment-friendly products, so
concerning the company’s production and products how to reflect the concept
of low-carbon environment?

9. What are the strengths of the company?

11. What are the weaknesses of the company?

12. What are the main strategies in developing marketing of the company?

13. What are the main threats of the company?

14. How do you see the future of furniture industry in China ?

15. How does the company promote its development in the future?

THANK YOU FOR THE INTERVIEW!
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Appendix 2

Questionnaire about furniture buying behaviour

Thank you for taking your time in the busy schedule to complete this survey,
this questionnaire is the empirical part of my thesis, thank you for your
participation !

| am a student who is studying at Savonia University of Applied Sciences. |
want to analysis the furniture market in Ma’an Shan city, Anhui province
through doing this survey. For this, | will choose 150 customers from different
age stages, and | will send the questionnaire to your emails, if you have done
the survey, please send the answers back to my email. Please choose the
suitable answer about yourselves. And when | get the results, | will analysis
them and put them into my quantitative research of the thesis. For this survey,
There is no personal answers registered and results are only in tables and
figures for research purpose. | will present the survey questionnaire to the

respondents. Thank you !!!

1. What is your age group?
A. Under 20
B. Between 21 and 30
C. Between 31 and 45
D. Between 46 and 60
E. More than 60

2. What is your gender?
A. Female B. Male

3. What is your occupation?
A. Officer
B. Unemployed
C. Business man
D. Other, what ?
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4. Have you bought furniture or fabrics during the past 3 years?
A.YES B. NO

5. What kinds of furniture you like?
A. Modern and fashionable
B. Classical
C. Functional

D. Luxury

6. What price level of furniture would attract you most?
A. Cheap
B. Medium prices

C. Expensive

7. What is the most common reason for you to buy new furniture ?
A. Changing the old one to new one
B. Decorating the house or apartment
C. Adding new furniture
D. Other, what?

8. Through what media you get information about furniture? You can have
multiple choices.

A TV

B. Internet

C. Newspapers or magazines

D. Friends or relatives

E. Other, what?

9. What kind of sales promotion you like most?
A. Discounts
B. More quantities
C. Gifts
D. Others, what?
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10. Where you prefer to buy furniture ?
A. On the store
B. On the internet
C. Combine A with B

Thank you for your answers !!!
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A, BAALT, B
B. it
C. SEH
D. MW
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- oA,

o0 w >

o™
—
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