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1	Introduction  
As a consultancy firm specializing in reviewing business challenges and opportunities, we have pulled together a Project Initiation Document (PID) for Li & Fung (LF).  This document aims at evaluating LF’s company background, project idea of the problems identified, aim & objectives, deliverables & scope of the project and research method & work plan.
 
 2	Company background
This section is to illustrate the company background of Li & Fung (LF) with its history, key milestones, business model and product portfolio.
LF was founded in 1906 by Fung Pak Liu, an English Teacher and Li To Ming, a merchant, to start the Trading and Export business to the West.  This two-person start up the business originally focusing on trading porcelain and silk from China, then exploring into bamboo, rattan ware, jade and handicrafts to the Western countries.  With the civil war in China, Fung Hon Chu, grandfather of the current CEO (Spencer Fung), moved from China to Hong Kong and set up LF’s first overseas branch in Central with 12 persons (Li & Fung Limited, 2021). 
Now, LF operates with more than 230 offices and distribution centers across 40 markets (mainly Europe, US, and Asia) with over 15,000 employees (Li & Fung Limited, 2021). 
LF is a Trading Agency model specializing in providing design and end-to-end sourcing & supply chain solutions for its customers mainly retailers and department stores in the world.  It consists of three parts of business namely supply chain solution (trading), logistics and onshore wholesale business.  It went through some key milestones as one of the biggest public listed company in the trading & distribution industry in Hong Kong and now become a privatized company starting in Mar 2020. Its product portfolio includes soft goods (garments and textiles) and hard goods (furniture, home decorations, beauty, toys, electrical and consumer products). 
Belavina and Girotra (2012) said LF is a well-known sourcing intermediary which offers end-to-end sourcing solutions and supply chain management to key brands and retailers such as Walmart, Target, Zara and Levis.  They are best known for sourcing cost competitive products of garments and home consumer products with nearly 15,000 suppliers to their thousands of buyers across North America, Europe and Asia.

3	Project Idea 
This project aims at reviewing on why LF, such a leading trading company, has been through their business downturn year on year and then provide resolutions to overcome the problems.  
For the past twenty years, LF as an agency has been negotiating with suppliers to make close to zero profit margin.  As margins dropped to zero, suppliers are not willing to commit to LF’s business.  With the competition on fast-fashion retailers like Zara, H&M and Uniqlo, they are emphasizing on quick lead time over just squeezing on profit margins and directly sourcing with factories which causes LF’s business significantly decline (Kaiser and Sheng, 2014). 
	Also, LF’s customer bankruptcies have also been affecting the scores of LF with the increase competition of Amazon’s e-market share.  LF has been through major restructuring to embrace the digitalization with $150 million investment and to privatize its sweaters, cosmetic and furniture business in a sale to the Fung Group and Hony Capital in order to overcome the challenges facing (Ap, 2020).  
According to Li & Fung’s Annual Reports (2015-2019), LF’s sales turnover and margin have decreased year on year significantly in the last five consecutive years which has raised an alarm for problem evaluation.

Table 1 shows Supply Chain Solutions Business Results:
	Year of Annual Report 
	Sales Turnover US$ million
	Profit Margin US$ million 
	Geographical Market Turnover US$m  (%)

	2015    
	$17,907 (-2.8%)
	$1,909 (-4.7%)
	US (62%), EU (17%), Asia (15%) & Rest of World (6%)

	2016
	$15,857 (-1.4%)
	$1,650 (-3.5%)
	US (64%), EU (17%), Asia, (12%) & Rest of World (7%)

	2017
	$10,989 (-6.2%)
	$733 (-5.5%)
	US ($8,373, 76%), EU ($1,357, 12%), Asia ($440, 4%) & Rest of World ($818, 8%)

	2018
	$9,933 (-9.6%)
	$647 (-11.8%)
	US ($7,776, 78%), EU ($1,151, 12%), Asia ($242, 2%) & Rest of World ($764, 8%) 

	2019
	$8,834 (-11.1%)
	$534 (-17.5%)
	US ($6,861, 78%), EU ($1,212, 14%), Asia ($131, 1%) & Rest of World ($630, 7%)


 Source: Li & Fung Limited, Annual Reports (2015, 2016, 2017, 2018 & 2019) 

4	Project Aim and Objectives   
The aim is to evaluate on the key problems of the business strategies of LF and suggest resolutions for optimizing the business strategy direction in short run and long run.    
The objectives are to review on three areas:
First, Trading Network Geographical Market - Customer Base Analysis:  review on the current customer geographic splits and their sales turnover contributed to the company respectively and how to increase the sales turnover by geographic customers diversification with short-term, medium term and long-term plans.
Second, Business Model Review:  review on the business model as an intermediary agency and its business model optimization going forward.   
Third, Supply Chain Management: focus on the SWOT analysis to review on the current strengths and weaknesses and thus suggest opportunities for future growth.  

5	Project Deliverables and Scope
[bookmark: _Hlk66723487]This is to evaluate on the problems identified for LF and to provide solutions and recommendations for problem solving in the full consultancy report to let LF’s management team understand the strategy direction change to be less reliance on US and European customers like Walmart but to review the opportunities on the customers geographic diversification. 
The scope is to focus on LF’s supply chain solutions (trading) business. The logistics and onshore wholesale business are excluded in the scope of project.
6	Research Method and Work Plan 
This project is based on using the method of literature review, LF’s website & annual reports and government & international statistics reports. To facilitate, SWOT analysis is to be used to review on the internal strengths, weaknesses, opportunities and threats.  PESTEL analysis is to be applied to evaluate on the macro external factors. Finally, Boston Consulting Group (BCG) Matrix is to be used to analyze on the development lifecycle.  

The Work Plan is as below:
	Date
	Event

	21/02/2021
	Project Initiation Document (PID) - LF starts

	27/02/2021
	LF’s website and annual reports review and literature review

	06/03/2021
	Review on SWOT, PASTEL and BCG Models

	13/03/2021
	Writing of PID - LF 

	15/03/2021
	Delivery of PID – LF

	20/03/2021
	Document & literature review to come up with analysis & solution plan for LF 

	27/03/2021
	Writing of Consultancy Report - LF

	12/04/2021
	Delivery of Consultancy Report – LF
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