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Executive Summary

The question “Should Locofama launch their “farm-to-home” service now?”
was derived from Locofama's owner Mr. Tang's idea to provide the local community
of Sai-Ying-Pun with cheaper sources of organic products, and his concem for
whethei; the community will accept and use online pre-ordering. Primary research
conducted included an interview with Mr. Tang discussing his thoughts and goals for
this project, a questionnaire for the people of Sai-Ying-Pun on their opinions of this
new service, and an observation to compare the flow of people at the location of the

new business unit (which also serves as a showroom) with that of the wet markets.

Force-field analysis showed that the restraining forces to launch this project was
marginally greater than the driving forces. SWOT analysis was used to assess the
internal and external strengths and opportunities, as well as weaknesses and threats
of this project. The data gathered from the questionnaires were used to predict sales
and the investment costs were discussed with Mr Tang. The payback period for this
new project was estimated to be 6.6 months. From the findings of this research, it

was concluded that Locofama should consider starting this “farm-to-home” service.

8
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Introduction

Locofama is an organic western restaurant located in Sai-Ying-Pun of Hong Kong.
Their mission statement is to serve the people of Hong Kong with healthy, delicious
and affordable organic food. Apart from importing many organic ingredients from
overseas, Locofama also supports local farms that supply them with fresh and
sustainable organic food. This is known as “farm-to-table” which means bringing

fresh food from farms to the dining table.

Locofama currently has supplies delivered to their restaurant on a daily basis.
Locofama plans to increase these supplies so that a portion of it would be available
for online ordering by customers, which they refer as “farm-to-home” service. They
also plan to set-up a new business unit opposite their restaurant for storage and for
customers to pick up their orders if they don't like delivery. This unit may also serve
as a showroom of the products. However, it is possible that some housewives who

shop may not accept online purchase or cooking with organic.ingredients.

If their plan is proven to be practicable, it would help Locofama to have an extra
source of revenues and profits. It may also help the local community by giving them
convenient access fo organic ingredients at a cheaper price. Furthermore, this new
initiative fits Locofama's mission of serving organic fresh food to the local community
and is worth supporting. From this, arises the research question “Should Locofama

launch their “farm-to-home” service now?”.
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Methodology

An interview was conducted with the main founder of Locofama Mr. Larry Tang,
seeking his views and his goals of this project (Appendix 1). A questionnaire
consisting of 15 questions was formulated and conducted during two afternoons at
Centre Street, where the 2 wet markets in Sai-Ying-Pun and various supermarkets
were located. Around 80 people who were shopping in these areas were randomly
invited to complete the questionnaire. Although most of the questions were open
ended, the respondents were given a few choices to limit their answers instead of
very vague answers. It also helps the respondents to come up with answers, as most
of the time they would only give one example and forget about other possible
answers, The questionnaire also helped to come up with a reasonable price for
products and also predict future sales, which would be used to calculate the payback
period for the set-up costs of the shop and enline system. It can help to identify
target market, and the proportion of customers who would be willing to buy organic
ingredients.. The flow of people at the location of the new business unit was

compared with that of the wet markets by observation. This was used to determine

the suitability of the new unit to serve as a showroom.

The 1B Business Management textbook by Paul Hoang is used as a secondary
source for a reference for concepts mentioned as well as definitions (Hoang 2014).
Another secondary source included a website on Sai-Ying-Pun’s population.

(Census and Statistics Department 2016)
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The information gathered was used along with other business tools to help with
decision making. SWOT analysis was used since it can effectively analyse the
internal strengths and weaknesses as well as the exteral opportunities and threats
affecting the decision being made. Lewin's force field analysis allowed the weighting
of driving forces for starting the new project to be compared with that of the
restraining forces, which helped to decide whether Locofama should start the new
project now. Lastly, payback period for the shop and online system was calculated to
determine the time needed for Locofama to recover from the costs of investment in

this new project.
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Main results and findings

The blank questionnaire was shown in appendix 2 and the results from the
questionnaire were summarized in Appendix 3. Results showed that the majority of
the respondents were the ones in charge of shopping for their families, and were
females aged between 51-70, shopping for families of around 2-4 people. The most
common place they went grocery shopping was the wet markets. The majority spent
no more than $150 shopping for one dinner, and half of the respondents did buy
organic food in the past. About 90% of them showed interest in buying organic
ingredients if there were cheaper sources, and 70% of the respondents opined that
organic food should be more expensive than conventional food by ne more than
20%. Over 80% of respondents said they were willing to pay $100 or less per person
for a dinner cooked with organic ingredients. About 60% of the respondents disliked
group-buy or online pre-ordering for the organic ingredients and delivery was
preferred to picking-up in person. Apart from that, this questionnaire also surveyed

the shopping pattern of the respondents, allowing Locofama to be able to set prices

accordingly and predict sales.

From the observations, it was noted that there were significantly more people
passing by the wet markets compared to the location of the new unit, and the

difference at peak hours were almost 4 fold (Appendix 4).
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Analysis and Discussion

Force-field analysis is a decision making and planning tool for businesses for a
specific situation or change. The overall weighting of each driving and restraining
force was decided after discussing with the owner of Locofama. The force-field
analysis was shown in Figure 1 and was used to help determine whether Locofama
should launch their new project. The total weighting of the restraining forces is
marginally greater than that of the driving forces by 1. But such a small difference

might not be significant enough to reject the initiative to start the project.

Figure 1 - Force Field Analysis Diagram on Whether Locofama should
launch their new farm to home service

Driving Forces Restraining Forces
(Forces for change) (Forces against change)

3 l Serves Locofama's misslon>

RS

The weightings of each driving and reslraining force was decided after discussing wilh the owner of
Locofama Mr Larry Tang. Each force is weightad from a scale of 1-5

The internal strengths and weaknesses as well as external opportunities and threats
of this new project were discussed with Mr. Tang and included in this SWOT

analysis, which could help decide if the project would be worth implementing.
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Strengths of this project is the convenience of selling the organic products. Since
Locofama already has existing reliable sources of supplies, it is very easy to
increase the supplies for online selling. Other than that, this new project can promote
Locofama’s brand and also improve brand loyalty. External opportunities include a
growing market in organic food due to the growing expatriate community in
Sai-Ying-Pun, who are more interested in organic food. Also, the increasing concern

with quality of conventional food, such as the presence of the toxic malachite green

in farm fish, may potentially lead customers to switch their attention to organic food.

Not the best location

Prices not competitive enough
Not too many product choices
Limited HR

Limited marketing budget

Not enough knowledge on online

Promote brand loyalty
Reliable suppliers
Existing network for suppliers
Convenience

Available shop space

e Growing market in organic & e Existing compstitors
healthy food e Lack of legisiation regulating the
e Large potential customer base - sale & labelling of organic
nearby ) . products.
+ Food safely issues In s Customer has insufficient

conventional food . -
e Growing expatriate community in knowledge in organicfood

Sai-Ying-Pun

This research found that only 42% of the respondents were willing to purchase
organic ingredients online (Appendix 3), and a recent survey showed that :40% of
people had insufficient knowledge on organic food (HK Organic Resource Centre
2017), forming external threats to this project. Other threats included existing

competitors who already have loyal customers, and also the lack of legistation
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regulating the labelling of organic products (Lau 2016). Therefore, the customers
can’t be certain the products they are buying are genuinely organic, affecting their
confidence in buying organic products. Internal weaknesses of this decision included
customer’s insufficient knowledge on online shopping, an inconvenient location of
the shop, a limited number of employees that are available to man the shop, and a
limited budget for marketing this new project. Although some of those threats such
as legislation can't be changed easily, the owner of Locofama should consider
overcoming some of the weaknesses if they are to implement the new project. For
example, they could pay more effort in promoting and marketing online shopping as

well as educating the community on organic food.

Finally, the time needed to earn the profit needed to repay the investment costs for
this project was calculated. The investment costs for the new business unit and
online system were worked out together with owner of Locofama (Appendix 5).
Using the results of the questionnaire and information on the population of

Sai-Ying-Pun (Census and Statistics Department 2016), the predicted revenue and

profit per month were calculated (Appendix 6,7).

: _ Initial Investment Cost (8) _ 1676400(dppendix 5) _ '
Payback Period = ey tomh 8) . 253789 (Appendix 7) 6.6

The payback period for the new business unit and online system was found to be 6.6

months which is a relatively short period.

From the primary research, about 90% of the respondents would consider buying

organic food given that it would be cheaper than other sources. In a recent study, it
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was shown that more and more HK people would use online purchase (Consumer
Council 2016). In this study, 42% of people would choose online pre-ordering. This
proportion of customers is already sufficient to generate a reasonable revenue to
achieve a relatively short payback period (Appendix 6). From observations, the flow
of people at the location of the new shop was less than that at the wet markets. This
would not be crucial for the pickup service, but it would be a disadvantage if the shop

was to serve as a showroom of the products.
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Conclusion and Recommendations

In conclusion, Locofama introducing this new “farm-to-home” service would bring a
number of benefits to them, providing an extra source of revenue while serving their
mission statement and benefiting the local community. The payback period is just
over 6 monthsVWhich is relatively short for an investment. Although only 42% of
respondents would choose online purchase, this proportion of customers is already
sufficient to generate a reasonable revenue to achieve a relatively short payback
period. However, it is important to note that most of the calculations are based on
predicted values and results from questionnaires could be inaccurate. Further study
with a larger population may give more reliable data. Overall, it would be beneficial
for Locofama to start their new “farm-to-home” service as the market for both organic

food and online shopping is growing.

To conclude, based on present findings, it is recommended that Locofama should:
e Consider starting their new “farm-to-home” service
e Set prices of organic products lower than their competitors
e Do more promotion and marketing for online pre-ordering and pick-up

services
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However, the results from both the primary research and business tools have
limitations. The results from the questionnaire could be inaccurate since the
respondents might not have given honest answers, affecting some calculations for
the payback period. Also, the data used to calculate the payback period were only
estimates, and was based on several assumptions which may lead to over-optimistic
judgments. For example, the potential customers may stick to their preferred shops
and those who will shop from the new unit may be much less than expected. Also,
only 82 people people were surveyed, comprising less than 1% of the population in
Sai-Ying-Pun, and therefore may not be representative. SWOT analysis is also a
static model and is limited in the always changing business environment, it is also
quite simple and not very detailed so it can’t explore all the possible external and
internal factors affecting the decision. As for the force-field analysis, only the most
important factors were included and not all the relevant forces and factors were
analysed. The weightings could also be biased as they were based on the opinion of

the owner of Locofama.
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