Option 1: 

Expand distribution to supermarkets and mass merchandisers

Strategy Description

Recently, Shomei Cards agreed to be Keyso's exclusive supplier of greeting cards. Keyso's is a large regional supermarket chain with stores in Illinois, Michigan, and Wisconsin. Keyso's used to carry Hercules cards exclusively but grew dissatisfied with the poor level of service it received from the company. So it switched to Atlas cards. Although service improved with this new line, the margin per square foot devoted to Atlas cards was significantly below the store average.

Our informal survey of other supermarkets, drug stores, and mass merchandisers indicates similar disappointment with both service levels and margin per square foot of retail space offered by Hercules and Atlas. As a result, Keyso's offered Shomei an exclusive contract on the condition that Shomei creates a line of cards for Keyso's with a $.99 price point.

Strategic Objective

Our objective is to break through the existing sales volume barrier to increase market share to 25 percent in the next five to eight years. With exclusive rights to the more than 100 Keyso's supermarkets in the tri-state area, Shomei would be well positioned to enter into exclusive agreements with other regional supermarket chains—and eventually a national chain. Keyso's, which is a trendy, large grocery chain, seems to be the type of mass-merchandise retailer that would fit with a Shomei expansion. The only way Shomei will exceed 10 percent market share is by entering the mass-merchandising market and competing directly with Hercules and Atlas.

Inputs

Shomei would have to reconfigure one line of cards to meet the $.99 price-point requirement. The contract with Keyso's would require Shomei to maintain a certain level of inventory at each store. This means that Shomei would have to increase production at points that Keyso's says are high volume.

Shomei would need to develop a fresh marketing strategy to address this new retail venue and to inform consumers that they can now purchase Shomei cards at the same convenient place where they buy groceries.

Initially, the campaign would focus on key geographic areas, such as the Midwest, which has a higher concentration of consumers of traditional greeting cards.

Competitors

Hercules and Atlas would likely notice Shomei's push into mainstream retail venues, but it is unclear how they would react. It is safe to say, though, that their lack of attention to retailers such as Keyso's suggests a declining interest in the traditional greeting card market. This could have occurred because
of the companies' focus on developing an online presence at the expense of their commitment to traditional greeting card lovers.

Distribution

Shomei would expand its distribution channels to deliver products to more than 100 Keyso's stores. Shomei would have to develop a field-distribution team to ensure that all stores have a sufficient and current supply of relevant cards. Until now, Shomei has restocked retail venues as needed. In larger chain stores, restocking can only occur on certain days, and the volume must be preapproved.

Consumer Demand

Consumers are seeking an alternative to impersonal, mass-market greeting card offerings. This is one reason why consumers are abandoning traditional greeting cards for electronic versions. Many people purchase cards at the last minute, often settling for convenience over quality. Keyso's serves the more discerning consumer. If Shomei accepts this option, those consumers already familiar with the Shomei brand will be pleased to purchase Shomei greeting cards when they do their regular grocery shopping

Option 2

An online Shomei card catalog through which consumers can purchase and customized a paper greeting card and have it sent directly to them or to a designated recipient.

Strategy Description

Consumers would have the ability to search an interactive website to create their ideal card. They would select the color of washi paper, the design or illustration, and their own personalized message. Initially, the selection of cards would be limited, but eventually the selection would be expanded.

The customized Shomei card would be printed at one of Shomei's facilities and mailed to the consumer or the consumer's designated recipient. To offset the additional shipping-and-handling expenses, cards available on the Internet would be priced slightly higher than those in stores. We don't think consumers would be upset by the increase in price because they would enjoy the ability to select from a greater variety of cards and to customize their selections. As an additional bonus, volume purchases on the website would be rewarded with discounts.

Kurimono, a high-end, online, flower-and-gift website, recently approached Shomei about selling cards on its site. Kurimono, one of the original flower and gift websites, has not only imitated nearly every gift-giving trend on the Internet, it is also by far the most popular site in its industry. Kurimono had sales volume exceeding $120 million in revenue last year. The proposed agreement would allow consumers to click onto Shomei's site through the Kurimono site and select a Shomei card to accompany an exotic flower or potpourri selection. The contract, which would last nine months, would give Shomei an exclusive license to include greeting cards with Kurimono products. This exclusive

license would continue to distinguish both companies as unique providers of their respective products

Co-branding with Kurimono, one of the Internet's most admired sites, would increase Shomei's online presence and value. Though the Kurimono agreement would limit Shomei's ability to sell cards on other gift sites, there is no other website that fits Shomei's brand image so well.

Strategic Objective

To use the Internet as a retail site to offer a greater variety of Shomei products. This increased exposure would enable Shomei to significantly increase its 7 percent market share. Shomei has been challenged by a limited number of retail locations, and expansion onto the Internet could create a new high-margin distribution channel.

According to Kurimono market research, consumers today are disappointed with the quality of cards that accompany their online gifts. As a result, Kurimono approached Shomei after consumers repeatedly cited Shomei cards as an example of the quality of missive they would like to accompany their gift.

Inputs

If Shomei accepts this option, it could maintain its same creation and production processes but would need to build an online group to develop and manage its website. This team would be responsible for compiling orders and monitoring fulfillment. Some of the company's production lines would need to be retooled to accommodate the fluctuations of customization.

Shomei is uniquely equipped to sell its greeting cards online because of its existing electronic archive and computer-assisted design capability. This efficient system is the same one artists at remote locations use to enter their artwork into the Shomei collection.

If Shomei decides to accept Kurimono's offer, Shomei would have to allocate resources to manage the relationship. This includes coordinating the shipping of the cards with the gifts, handling the billing, and co-marketing the new relationship.

Competitors

Hercules' online offering consists of free electronic greetings. If Shomei's website is successful, Hercules would probably begin to sell its cards online, too. Atlas sells its traditional cards online in addition to offering a wide variety of electronic cards for free.

Though it is likely that Hercules would sell its greeting cards online, consumers are already able to purchase these cards almost everywhere. Furthermore, Atlas' e-commerce site has not significantly affected its market share. Therefore, it is unlikely that an e-commerce option will affect the sales of either of the giants, or hinder Shomei's ability to expand with an online retail site.

Distribution

An online presence would alter Shomei's current distribution system. Rather than sending mass shipments of a product, Shomei would have to ship its cards individually. To address the uniqueness of the web option, Shomei would amend the just-in-time system so that the details of the order would follow the card through the entire process. This would ensure that the shipped card is the one the consumer ordered.

The Kurimono production headquarters is conveniently located next door to Shomei's Wareham, Massachusetts, plant, so it would not be difficult to coordinate the shipping of Shomei cards with Kurimono gifts. In fact, Kurimono even offered to send a representative to Shomei once a day to collect cards ordered through its site. Instead of shipping the cards to individual addresses, the system would indicate that the Kurimono cards should be set aside to be collected at the end of the day. Kurimono's sophisticated payment system would easily integrate Shomei purchases, thereby ensuring a smooth relationship between the sites.

Marketing has struggled with the optimal mix of unique cards for each retail location. Providing

consumers with the opportunity to select which cards they desire will not only increase their

satisfaction but also provide the marketing department with valuable demand information

Consumer Demand

Review of customer service logs indicates that consumers are disappointed with the available variety of their favorite Shomei cards. Consumers often contact customer service to inquire about the location of certain cards and are amazed that it is not possible to purchase Shomei greeting cards online. Shomei's consumers are web-savvy, so they are favorably disposed to purchasing cards online. However, even if consumers choose not to purchase Shomei cards online, the website would offer an opportunity for more people to understand Shomei's offerings.

Kurimono is confident that its consumers will purchase Shomei cards. Kurimono shared with us the market research that encouraged it to approach us with this opportunity. The company also presented us with its consumer demographic information, which is virtually identical to ours.

Option 3

Ride the desktop publishing wave
Strategy Description

Shomei would establish kiosks that would allow consumers to create a high-quality Shomei greeting card from scratch. To do this, the company would deploy trained technicians to operate specially designed computers and printers, which would be located inside the kiosk. The kiosks would be placed in central locations at shopping malls and would include a display of Shomei cards for consumers to examine. At the kiosk, consumers would be able to connect to Shomei's intranet system to access its database of artwork. Once the consumer selects a design combination he or she is happy with, a technician would reproduce the design on a sheet of washi paper using Shomei's special printing process.

Strategic Objective

To expand market exposure via a physical presence in high-volume locations. This strategy would increase Shomei's market share to 10 percent by the second year by enabling Shomei to circumvent the challenge of entering traditional greeting card retail venues.

Inputs

Shomei would redistribute some of its technical designers to the field, armed with the technology to complete the entire card-making process on-site. This would transform the production process into an individualized, mobile format. Shomei originally began its business this way but had to abandon the 

individualized production system when production reached high levels.

The initial capital investment for this endeavor would cover the cost of the kiosks, but the individual computers and printers required to create the cards would be the same ones used at the remote artisan sites; therefore, little research and design would be involved in developing new equipment.

Competitors

Several companies have attempted customized card kiosks. The majority failed because they could only produce a low-quality product. This was largely because of the equipment used and the need for consumers to operate the kiosk properly. It is unlikely that the market leaders will be interested in the kiosk option; competitors would need a significant capital investment to create the machines, and their core product is not a customized card.

Distribution

Kiosks would be placed in high-traffic locations. Technical designers would then be responsible for maintaining supplies for their kiosks. Because Shomei employees would be operating the kiosks, there would be an enormous opportunity to capture marketing data. Shomei could create reporting mechanisms that would fine-tune its ability to predict demand for the cards based on the type of missives consumers are buying. Because production would occur at the kiosk site, Shomei would ship the ink and paper to the kiosk operators as needed. The first kiosks would be set up in malls where there are no other Shomei retailers. This would minimize the risk of channel conflict

Consumer Demand

Shomei consumers are attracted to the personal aspects of greeting cards. Consumers have complained about their inability to locate their favorite Shomei cards and have expressed a desire to mix and match messages with designs. The on-site technician at the kiosk would provide a personalized, fun opportunity for consumers to purchase greeting cards.

Option 4

Expand product line to include mutilingual and /or photographic cards

Strategy Description

Recently, both Felicita and Snapadoo cards have had problems. Felicita is struggling to maintain its profitability, and Snapadoo's position is being weakened because of the availability of photographs via the Internet. Shomei could acquire one of these competitors and thereby expand its presence in the greeting card industry.

Strategic Objective

Shomei's objective is to expand its market line and thereby increase market share. In addition, Shomei could use the synergies achieved (with Snapadoo or Felicita) to improve the profitability of Shomei and the acquired company.

Inputs

Felicita uses standard greeting card paper. The designs are stored in the company's database and printed in large runs. The company's decline in profitability is partly attributable to deep discounts on overstocks of holiday cards. To reduce costs, Felicita downgraded the quality of its ink.

Shomei's research and design team has been discussing various improvements to the ink formulation process. They believe they can improve the quality of the ink output and create new computer-assisted design/computer-assisted manufacturing rods for the different card versions. Based on the available inputs, these improvements could cut costs by up to 40 percent. The cost savings could be passed on to Felicita or Snapadoo as well.

Once implemented, these simple improvements would reduce labor demands, thereby mitigating Shomei's current labor shortage and the need to pay overtime. The changes would ignite a positive change in output by requiring fewer people and resources to create a higher-quality product. Also, the changes would expand the range of potential designs, dramatically increasing the variety of Shomei cards.

Although Shomei and Snapadoo rely on artistic talent for their cards, the Internet has significantly affected Snapadoo, reducing its profit margin from the traditional 16 percent to 14 percent. In particular, digital cameras and the ability of consumers to download pictures from the Internet have weakened Snapadoo's competitive advantages. Furthermore, Shomei's success in the artisan market has damaged Snapadoo's monopoly on artisan appeal. Unlike Shomei, Snapadoo has been unable to retain much of its artistic talent; many of Snapadoo's photographers are leaving the company to seek jobs in the online and digital marketplace. Bringing Snapadoo's photographers into Shomei's artisan program could help retain talent.

Competitors

Hercules and Atlas would likely notice Shomei's interest in Snapadoo and Felicita. However, it is unlikely that either would enter into a bidding war for these companies as they both focus on developing an online presence at the expense of their commitment to consumers who desire traditional greeting cards.

Distribution

There is a good fit between the distribution channels of Shomei and both Felicita and Snapadoo. Felicita sells its cards to small businesses, bookstores, and specialty stores. This is a complement to Shomei's existing distribution network. Acquiring Snapadoo would allow Shomei to sell its cards through Snapadoo's network of small booths. This would enhance the "artistic feel" of Shomei cards

Consumer Demand

Snapadoo cards are extremely popular among high school and college students, artsy individuals, and photography enthusiasts. Snapadoo has also been extremely successful in marketing to a young professional audience. Snapadoo appears well positioned to capitalize on the growing popularity of greeting cards among this demographic group. Acquiring Felicita would allow Shomei to sell its artistic cards to the multilingual market. Given that consumer survey data indicate Felicita's customers are price sensitive, there is a question, however, about whether such customers would be willing to spend more for artistic cards.

Option 5

Handcrafted wallpaper

Strategy Description

Convert our exclusive washi paper into wallpaper. Shomei's research and design department developed the ability to create a wider mat for its existing printing machines, thereby enabling the company to transform its card-making printers into high-speed wallpaper machines.

Strategic Objective

To expand growth in a new market via new products. Shomei's development of a wider mat to create wallpaper is part of an effort to maintain or exceed the company's 10 percent growth rate per year. Wallpaper is a product that has a much higher margin than greeting cards and is typically 15 percent to 20 percent more profitable. Shomei Cards could use its expertise and brand-name recognition among artists and other creative professionals to branch out into the market for high-quality wallpaper. We don't think this would be difficult to do, as there is little difference in the production of washi paper for cards versus that for wallpaper.

Inputs

Shomei would need to transform existing printing presses into jumbo, high-speed presses. Initially, it would be possible to use some of the existing presses, but Shomei would have to invest in new presses fairly quickly. Because the paper- and wallpaper-making processes are virtually identical, the current press technicians could be trained to create wallpaper. Research has developed a method to modify the existing computer-assisted design for cards to a wider format.

Designers would have to adjust their designs to accommodate the "repeat" pattern challenge unique to wallpaper. In speaking with designers, we learned that they are excited at the prospect of creating a design on such a large-scale format. Shomei may need to attract new designers as the company learns about the types of wallpaper patterns that appeal to consumers.

Competitors

Most wallpaper manufacturers are small producers, and none of them creates a product that resembles Shomei's unique style. The few large manufacturers in the wallpaper market have much less market power than the manufacturers in the greeting card market. This means that the barriers to entry in the wallpaper industry are much lower than in the greeting card industry.

Distribution

Shomei wallpaper could be packaged in the same plastic used to package Shomei cards. But because the delicate washi wallpaper must be rolled into containers, Shomei would have to invest in cardboard rolls, large boxes, and an interleaf sheet to protect and package the finished product. Though wallpaper is heavier and bulkier than cards, our current shipper could handle the new product at the same cost per pound.

Currently, the company's distribution works with small retail outfits. To successfully sell the wallpaper, Shomei would have to develop relationships with larger stores that sell wallpaper, such as influential interior designers and high-end furniture stores. During some exploratory investigations, Pallet and Case (the mid- to high-end national home store chain) expressed an interest in selling Shomei wallpaper.

Consumer Demand

Shomei's target consumers are likely to be young, trendy professionals. Research indicates that Shomei consumers may be interested in the wallpaper as a way to further personalize their home and work environments. These consumers represent a significant target audience that is likely to constitute an instant market for the wallpaper.

