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Title: Application of 3H framework: a case study of a brand management company
[bookmark: _Toc15337802]1. Abstract
Management has always been the most challenging subject in business world.  According to Yu (2019), “a good management is an art and science of getting things done effectively and efficiently through people and other required resources guided by 3-H framework” (Yu 2019, p.7).  In order to become a great company which can survive in today’s complex and volatile business landscape, it needs to identify the competitive advantage and core competency that outperform the competitors for sustainability.  The purpose of this paper is to apply 3H model in a case study to explain the success of a brand management company in Mainland China market.  Ride on the understanding and findings of success factors, a research question of whether the company can create more success story in China to sustain its business growth will be further discussed.  First, a literature review with 3H framework, Motivation and Transformation Leadership in Heart approach, Strategic Management, Resource Based View, and Five Forces model in Head approach, and Product Marketing and Brand Marketing under the pillar of Hand approach will be elaborated.  Second, an analysis of the case with application of 3H framework will be followed.  Third, reflection will be made to further explore if the core competence of the company would help creating another success story in today’s changing business paradigm in China. 
[bookmark: _Toc15337803]2.Background
[bookmark: _Toc15337804]2.1Company S
Company S is a wholly-owned subsidiary of a publicly listed company.  It is a leading brand management, retail and distribution company in Hong Kong & China.  The mother company of company S is a conglomerate with business all over the world while the head office is located in United Kingdom.  The conglomerate also owns other business pillars like property, aviation, beverage and other trading business while company S is under its trading division.  Since 1990, company S started as a distributor an athletic sportswear brand, covering regions of Hong Kong, Macau and Mainland China.   Today, company S operates over 200 shops in Hong Kong with its own retail chains for multi-brand sporting goods.  Beyond that, it also expands its scope to franchise store operators of key sports partners.  In brand portfolio, company S broaden from active sports brand to outdoor, casual footwear, to contemporary lifestyle.  The study of this paper will be focused on the business development in one of the brands that company S distributed in Hong Kong and China between 2003 and 2009.  
[bookmark: _Toc15337805]2.2Brand X
The Brand that this case is going to discuss is called brand X.  Brand X is an international athletic apparel brand, similar to Nike & Adidas which is a comprehensive sporting goods brand with products covering soccer, tennis, running, basketball, fitness, kids, accessories etc.  Repositioning had been done in 2003-2005 to position itself from a soccer-driven brand to a sports lifestyle brand.  To outstanding the lifestyle positioning, it launched a sports fashion product line in 2004 to further differentiate against generic athletic brands.  In 2002, brand X and company S first started their distributorship in Hong Kong first.  Company S then expanded the business to China Mainland in end 2003.  In Hong Kong, the brand leveraged the leadership positioning of the retail arm in Hong Kong to expand the rooftops.  In China, with extensive dealer networking which was established by the company 7 years ago, brand X expanded in hypersonic speed.  The growth rate of the business in terms of sale turnover and profitability are listed in table 1 .  
[bookmark: _Toc15337806]2.3Sports Market in China
In macro side, the GDP growth in China at that time was in high side with 9.5% in 2004 & 8% in 2005.  Inflation was between 3%-4% with population around 1.3 billion.  The annual increment in retail business was over 10% while the growth of sports industry was more than that of average retail.  This scenario still applies in sportswear market of China today.  Driven by economic growth and health awareness by most of the Chinese today, especially after 2003 SARS and 2008 Beijing Olympics, China sports expanded tremendously.  According to information from Nike, it registered USD 1.38 billion sales, increased by double digit in 17 consecutive quarters compared to the annual growth of sales which was 6% in North America (ISPO, 2019).  Before 2010, no official figures were announced officially by the government before 2010.  The first more official economic financials in sports market was only done by a survey from 2006-2007 by Shanghai University of Sports and other leading sport institutions (Liu et al.  2017). Back to 2000-2006, it was the sports market take-off period.   At that time, the market was led by international brands such as Nike, Adidas, Reebok, Puma, Fila, Mizuno,   In China, Li Ning was the only local brand that had huge retail coverage.  However, in today’s sports market, more and more local brands are playing a role in China.  Anta became the 3rd biggest sports brand in China.  Both Anta and Xteps acquired Amer Sports and K-swiss this year respectively which showed that china sports brands are no longer only satisfied with its own market.   
[bookmark: _Toc15337807]3.Keywords: Motivation, Transformational Leadership, Strategic Management, Resources based View, Product Marketing, Brand Marketing
[bookmark: _Toc15337808]4.Methodology
This paper is a case study of a brand management company and its journey with brand X.  3H framework will be applied to assess the success factors of the case.  Secondary data, direct observation and interview with Senior management will be conducted to generate accurate insight for the study.  Journals, articles and literatures related to 3H are also included for exploration.
[bookmark: _Toc15337809]5.Literature Review
[bookmark: _Toc15337810]5.1 3-H Management Framework
3H is an organizational management framework developed by Doctor Eddie Yu.  It is a holistic management methodology that uses metaphoric expressions of Heart, Head and Hand oriented approaches to analysis and handle the organizational issues.  Cited by Yu’s lecture in 2019, if a metaphor is made to an organization, then Heart related literature were based on the “feeling” of a person, Head is the “thinking’ while Hand is the “doing” side.  Theories like motivation, leadership, organizational culture and teams etc will be grouped under Heart literature.  For Head oriented approach, it includes strategy related such as strategic management, resource-based view, value chain, and competitor’s analysis.  The competence, practices and operations in different functions in an organization will be classified under Hand related literature.  Leaders need to communicate the vision and the mission well together with their charisma to inspire and motivate the followers to work together towards the goal.  A Heart to Heart leader always put emphasis on people management to develop the followers to create high team spirit.  However, a good leadership alone cannot make an organization success.  With the help of middle management with strategic mindset to plan and formulate the strategies, together with excellent execution practices efficiently and effectively, the organization will then really gain core competence to sustain in its territory (Yu, 2019).  An organization could change from one H to another H depends on the stage.  As a startups company, heart and head might be more important.  However, in the later stage, the company would have chance to focus more on hand.  Same as a person, the higher the job ladder one is, the higher the H one could experience.  
In this case study, literatures of success factors in company S will be shortlisted under 3H approaches for further elaboration.
[bookmark: _Toc15337811]5.2 Heart oriented approaches: Leadership and Motivation
[bookmark: _Toc15337812]5.2.1 Leadership：
Locke in his book about leadership emphasized the necessity of a leader.  He claimed that if a society, a nation or a company didn’t have leader, it would not sustain (Locke, 1991).  Soebbing also believed that the competency and belief of leaders directly influenced an organizational culture (Soebbing et al. 2015). Meindl even put in a way that leadership is an idea created in the followers than someone who really played and demonstrate a role called leader (Meindl, 1990).  Same as Yu, Grint pointed out that was is too objective and somehow scientific to elaborate leadership in a way.  In fact, leadership might be considered as an art rather than science (Grint, 2000),  Since the mother company of company S is a Hong Kong and London based conglomerate, a research done in 1979 reported that British managers were more likely to agree on authority rather than persuasion compared with American managers (Bass et al. 1979).   22 years after, a survey done by Smith in UK got the result that 250 British chief executives graded leadership as the most important management skill to an organization’s success (Smith, 1997).  These traits also demonstrated the transformation leadership style of company S.
[bookmark: _Toc15337813]5.2.2 Transformational leadership
Transformational leadership was first coined by Burns in his book “Leadership” in 1978.  According to Burns, transformational leader had the charisma to transfer followers’ attitudes, beliefs and behaviors (Burns, 1978).  Avolio in his paper summarized transformational leaders by four components, namely, idealized influence, inspirational motivation, intellectual stimulation and individualized consideration (Avolio, 1991).  These four characters were comprised of traits like gaining trust from followers so that they were respected and admired by followers.  As such, followers would become enthusiastic and committed to the vision and goal formulated by the leader.   The leaders promoted empowerment and create trustworthy culture; innovation and creativity were fostered under this environment.  This helped nurturing long term commitment and a feeling of family in the company. Leaders were very considerate and understood the needs of followers.  Development paths and mentoring programs were well prepared for them (Bi el al. 2011). Transformational leader always took the role to shape and to build strong organizational culture.  Nevertheless, Bass and Avolio suggested that to create a more balanced culture, an organization should bring in more transformational qualities while at the same time maintaining some transactional culture such as clear job responsibilities, transparent performance management system, and strict on discipline to avoid followers abusing the trust (Bass and Avolio, 1993).  
[bookmark: _Toc15337814]5.2.3 Motivation
Herzberg’s Two-Factor Theory is a motivational theory about job satisfaction and dissatisfaction while the factors are distinct yet not opposite to each other.  The opposite of job satisfaction is no job satisfaction rather than dissatisfaction.   Factors that promote job satisfaction include achievement , recognition, work itself, responsibility and growth and advancement.  These factors are called motivators which are intrinsic to work and related to job content (Herzberg, 1968).  Motivators cause job satisfaction because they satisfy the self-actualization of the employee (Maslow, 1954).    Hygiene factors are the cause of dissatisfaction in work which are extrinsic to work.  Managers need to ensure these factors are well addressed or dissatisfaction will happen.  The hygiene factors include company policy and administration, supervision, interpersonal relationships, working conditions, salary, status and security.  (Herzberg, 1968).  Nevertheless, some researchers pinpointed that some hygiene factors such as company policy might be motivators if the policies were good for employees (Locke, 1976; Tietjen and Myers, 1998).  Centers and Bugental also commented that motivators were more welcome by white collar groups; hygiene factors were more concerned by blue collar groups (Centers and Bugental, 1966).  Trust between supervisor and employee could be a factor to affect job satisfaction which was not mentioned in the theory (Cunningham and MacGregor, 2000).
[bookmark: _Toc15337815]5.3 Head oriented approach: Strategic Management, Resource Based View, and Five Forces Model
[bookmark: _Toc15337816]5.3.1 Strategic Management
“Strategic management is the process by which a firm manages the formulation and implementation of its strategy” (Carpenter, 2009, p.9). According to Wheelen and Hungers, strategic management was a set of managerial decisions and actions that determined the long-term performance of a corporation. It evaluated internal environment (strength and weakness) and analyzed  external environment (opportunity and threat), strategy formulation for long term planning and strategy implementation with evaluation and control .  (Wheelen & Hunger, 2006).  So, what is strategy? The definition of strategy varies from author to author.  Porter defined strategy as an overall guidelines for employees to follow when senior management could not participate in the decision making process.  Since the strategy was clearly stated, it avoided making unnecessary mistake due to misunderstandings of company direction and initiatives (Porter, 1991).  Recklies explained traditional strategy was operated under a non-dynamic environment to strike for competitive advantage and most preferred position in the market (Recklies, 2015).  Strategy could also be interpreted as the management decision to reach a company’s stability and suitability (George Steiner, 1979).  
[bookmark: _Toc15337817]5.3.2 Resource Based View
In internal analysis, resource based view refers the resource and capabilities that a company owns.   In order to formulate strategy options and sustain success in the business, the company needs to look into the resource based view, develop its internal strength and weakness. Resources are individual assets of the organization such as capital equipment, employee skills, brand names. Capabilities are what the firm can do.  Normally, it integrates several resources to perform the activity.  The application of capabilities with strategy will become competitive advantage of the organization (Sadler, 2003).  A more sophisticated definition of resources was proposed by Barney.  He defined organization resources into three types, namely firm physical capital resources, human capital resources and organizational capital resources.  In his article, competitive advantage was a value creating strategy which the organization solely owned.  In order not to be imitated, the competitive advantage needed to be unique and had advantage over rivals.  The advantage would be valuable, rare, not easy to imitate nor being substituted.  Then, it became sustainable competitive advantage (Carpenter, 2009).  After gaining sustainable competitive advantage, an organization would develop the core competence by undergoing the collective learning processes in business activities.  The core competence would then be embedded in the capabilities for the long term success of an organization (Hafeexz et al. 2002).  However, in the dynamic changing world, would it be necessary to have sustainable competitive advantage?  The technology and innovation breakthrough in this decade had demonstrate that only dynamic, flexible and adaptive organization could survive.  It is a question that a sustainable advantage which developed 20 years ago could still be enjoying advantage in today’s agile business landscape.   
[bookmark: _Toc15337818]5.3.3 Five Forces Theory
For external environment, Five forces theory by Porter would be deployed.  The purpose of Five Forces is to understand the competitiveness of business environment and for identifying the strategy’s potential profitability.  Porter identified five competitive forces including bargaining power of suppliers and customers, threats of new entrants and substitutes, and competitive rivalry.  The model analyzed the competitive environment of every industry and organization.  Dominance in any one or two forces would affect the profitability and financial viability of an organization or the industry.  The market structures would also change, namely from oligopoly to monopoly.  Under his assumption, most of the competitive advantage that an organization enjoyed and outperformed their competitors was based costing minimization or higher pricing setting by product or service differentiation (Mekie, 2014).   
[bookmark: _Toc15337819]5.4 Hand oriented approach - Brand Marketing and Product Marketing	
According to Yu (2019), Hand approach referred to the competence, knowhow and skillset that an organization obtained.  Functional skills such as finance, logistic, marketing, human resources could be classified under hand oriented approach.  In this study, the success of brand X was partly attributed to the effective implementation of brand marketing and product marketing strategies.
[bookmark: _Toc15337820]5.4.1 Brand Marketing
In brand marketing, the repositioning of the brand and the integrated marketing communication will be discussed.  “Positioning is how you differentiate yourself in the mind of your prospect…how the mind works is the process of communication.  Repositioning is how you adjust perceptions” (Rivkin, 2010).  As brand X had gone through a repositioning process from an athletic performance driven brand to a sports lifestyle brand, repositioning with integrated marketing communication would be one of the key factors for brand success.  Kitchen discussed in his study that “strategically oriented integrated brand communications can help business move forward in the highly competitive work of the 21st century (Kitchen et al. 2004).  Effective marketing communication would contribute not only to brand equity but also brand awareness and strengthen brand image (Keller, 2003).  
[bookmark: _Toc15337821]5.4.2 Product Marketing
Product marketing is another function that was the key capabilities in company S.  The role of product marketing in company S was considered to be multi-tasked.  Apart from the product assortment duty, product segment and development of licensing product line was also the duties of product marketing.  Smith in his study about product differentiation and market segmentation concluded that “success in planning marketing activities requires precise utilization of both product differentiation and market segmentation as components of marketing strategy” (Smith, 1956).  In dealing with local sourcing products, effective supply chain integration that put product, brand and channel together were crucial for the overall sales and marketing efficiency (Brun and Costello, 2008).
[bookmark: _Toc15337822]6. The Case
Company S first entered China in 1993 with its retail sports business setup.  In 1996, it started a joint venture company with brand A.  Brand A was the No. 3 sports brand in Hong Kong at that time.  1998, due to financial crisis, company S closed most of the shops and offices in China.  In mid-1999, China team re-energized and started another round of China expansion.  
In 2003, the distributorship of brand A was terminated by the brand Principal.  Same year, company S started operating brand X in China with remarkable outcome.  In 2006, company S started another joint venture company with brand X.  In 2007, the management of company S stepped down the board of the joint venture company to become silent partner.   Brand X bought-out the distributorship of both Hong Kong and China in 2009.  
In China, the business model of brand X was a mix of wholesale and direct retailing while wholesale is the dominant.   In 2007, company S operated more than 80 direct operated retail shops of brand X while another 900 shops were operated by dealers.
From 2003 to 2007, the business had 18 folds of growth while GP value increased almost 28 folds. The figures are shown in Table 1.  Staff in china team was over 1000 while 99% of them were local Chinese.  In 4 years’ time, brand X climbed to be the No. 3 international sports brand in China.  All these remarkable result attributed to the leadership, the team, the strategic management excellence of company S.  
[bookmark: _Toc15337823]7.Analysis with 3H application
Brand X was one of the most successful case in company S’s brand portfolios.  “Successful” in this case meant that brand X gained a competitive position comparing to the rivals in the market which gave substantial financial return to the organization at the period of 2003-2007.  In this part,, 3H framework will be applied to explore the success factors of company S in a holistic perspective.  
[bookmark: _Toc15337824]7.1 Heart oriented Approach - Leadership & Motivation
[bookmark: _Toc15337825]7.1.1 Leadership
The senior management of company S was a group of 4 people, led by managing director.  The setup of company S was a hierarchy setup because of the UK culture.  Layers were clearly defined while structure, systems and process were standardized.  Nevertheless, the management style of the leaders was close to transformational leadership
Open-minded, encourage opinion, transparent communication
First, management welcomed and encouraged opinions from middle management and local managers. Mission statement of China was jointly created in one of the seminars.  Vision and mission were communicated regularly in meetings like weekly, monthly and strategic planning meetings.  Shared vision for the future of the organization was well understood by the staff.  During the end of 2003, the loss of brand A distributorship led to unstable morale.  Nevertheless, there was no layoff and only very few junior staff were left.  Management understood how key changes would affect key stakeholders.  They participated in most of the market visits with key managers and manage big changes like what happened in 2003.  After that, good connection was built between company S and regional distributors.   In company S, although the culture was performance driven and action oriented, they always promoted from inside.  This created trust bonding with all ladders of managers while empowerment was the result.  
Trust bonding 
Trust also nurtured by sharing strategic directions, company figures and Human Resources directions with key managers while some of the companies would keep this kind of information in top management only.  Management strongly encouraged knowledge sharing between divisions and departments to foster teamwork and collaboration.  With above mentioned trust bonding relationship, managers would have lots of chances to study in business schools like INSEAD or Ching Hua University for job needs.  
People focus
Human capital was the top focus and challenge in top management especially in China.  They understood that it was part of the value creation in a just opened economy.  HR meetings was conducted every month in China to ensure human capital was kept heavy and productive.  Above measures and practices have shown a heart oriented approach while the commitment of the employees could be proved in the excellent result of brand X.  Since the management was physically located in Hong Kong while only one director was stationed in Shanghai, they understood the importance of motivation.  If middle management was not committed, their self-interest would redirect the strategy, delay implementation (Guth and Macmillan, 1986).  As such, motivation that discussed below would be of great importance.
[bookmark: _Toc15337826]7.1.2 Motivation
Business don’t create value, people do.  The management of company S always communicate this concept in meetings as part of the coaching session to middle management.  Owing to the hierarchical setup in mother company, employees in company was classified into executive grade and non-executive grade status.  Employee in executive grade would receive some privileges such as higher bonus and able to join the executive trainings. In company S, the motivation was not from monetary but mainly from recognition of executive status whereas only 1% of the staff fell into this category.  High status would receive more respect and advantages while it also implied that the one who was in higher status had better performance (Piazza and Castellucci, 2013). This group of executive employee was mainly the functional heads or department heads of the company.  They were highly motivated by management and committed to the job.  Self-actualization was what they were looking for to gain achievement in a challenging market like China.  In company S, around eight managers were relocating to China either going with their families or needed to separate from their families.  Apparently, the turnover rate was extremely low in this group of people.  This group of stable, highly motivated, and committed middle management as one of the key contributors to the success of the company.
[bookmark: _Toc15337827]7.2 Head Oriented Approach – Strategic Management
[bookmark: _Toc15337828]7.2.1 Strategic Management
Strategic Management is a process for leaders to assess the present situation of an organization with both internal and external environment to formulate strategy for effective execution, followed by evaluation and continuous refinement if needed to help reaching their goal at the end.  Strategic management is about strategy decision.  In this case, strategic management and strategic mindset implanted in the culture of the company were key contributors to the overall success of brand X in China.  First, resource based view will be analyzed to understand resources and capabilities of the company.  Then, competitive advantage and core competence will also be concluded.  After that, the planning, execution, and evaluation process of company S will be shared to elucidate the head oriented success factors of the company 
[bookmark: _Toc15337829]7.2.2 Internal Resources
7.2.2.1Brand & brand licensing right
Brand X had renowned brand equity in Hong Kong and in the world.  In fact, the brand was very popular in 1990’s in Hong Kong and was the pioneer to use Hong Kong renowned celebrity for brand promotion.  The spillover effect to China was strong with a lot of parallel import products available in China after year 2000.  In 1980 and 1990, Hong Kong movie was the most influencing media all over Asia.  This paved the way for brand X’s popularity when it entered China in 2003.  Due to the financial backup, UK company background, strong and diversify brand portfolio and sports chain retail setup in Hong Kong and China, company S got the distributorship of brand X.
With own sourcing and development team setup, company S got the licensing right for textile products such as apparel, accessories, bags etc.  The flexibility in design, production and product line arrangement in licensing product became the key success factor of the brand.
7.2.2.2Financial backup
Renminbi was not an international currency, the risk in exchange loss and the transfer of RMB in and out of china was an issue in most of the businesses.  For company S, as the mother company had other businesses in China so that company S could benefit from inter-company currency exchange and financial backup to resolve most of the cash and financial issues of the company
7.2.2.3Local networking in regional dealers
Before brand X, company S was the dealer of brand A. Company S distributing sports brand in China for more than 7 years of experiences.  With the termination of brand A in late 2002, most of the local regional dealers got approached by new distributors at that time.  However, due to the well-established relationship and the connection between the management and regional dealers, more than 80% of the dealers in brand A continued to work with company S in brand X.  This helped the expeditious expansion of the distribution network.  
7.2.2.4Retail setup and expertise
The retail sports chain of company S was the market leader in Hong Kong.  In China, the retail division was first setup in 1990’s.  With trial and error experiences together with solid connection with department stores and shopping mall, the retail arm became one of the winning edge of the company.
7.2.2.5Connection with the government and officials
The most important and complicated part of operating a business in China was dealing with ever changing and clueless government rules and policies in year 2000.  Apart from big issues like legal and taxation , other subjects that could be handled easily in Hong Kong would become headaches in China.  For instance, the importation issues, the quality certificate issues, the labor law issues.  All these everyday problems would need to have a good connection with government officials to resolve.   
7.2.2.6Leadership and committed team
The leadership from Hong Kong had long history solid experience in growing China business.  With the strategic mindset leaders, action oriented culture and high moral and motivated team in China, the expansion of brand X exceeded brand A swiftly which was beyond management’s expectation.
[bookmark: _Toc15337830]7.2.3 Internal Capabilities 
Resources alone achieve little while strategically putting them together would form competitive advantage of an organization.  Organization capabilities refer to a company’s strength and ability to achieve certain tasks and goals.  It could be further explained by functional ability and value chain  (Sadler, 2003).   The value chain helped identifying and evaluating the interconnection between the activities in an organization so that management could further appraise the strength and weakness of the company in order to further exploit opportunity or mitigate threats. With aforementioned resources, company S formed key capabilities in sales and product management.   
7.2.3.1Sales Management
China retail expertise knowhow was shaped with the knowledge sharing from Hong Kong retail team.  In order to facilitate the knowledge transfer and strengthen the capability of china retail, the retail head of company S also attended every retail meeting and hands-on leading the head of retail division in China.  The collaboration and synergy between wholesale and retail was also a key capacity of company S.  In 2007, China retail expanded to 100 shops mainly in first tier cities such as Shanghai, Beijing and Guangzhou.  The objective of the expansion was mainly to help profiling the brand in strategic locations and for brand image building.  
Apart from retail, wholesale team with strong connection with dealers and extensive coverage over China also contribute to the company capability.
7.2.3.2Product Marketing
With licensing right from brand X, over 85% of the apparel and accessories were developed by company S and produced locally in China.  This was definitely one of the key success factors in brand X.  Product with local relevancy, high margin, and fast delivery without importation hiccups help capturing the market share in those days.  
[bookmark: _Toc15337831]7.2.4Competitive Advantage 
Competitive advantage refers to the superior side of an organization over its rivals.  The advantage of company S could be summarized as cost advantage, brand differentiation, and management capabilities. 
7.2.4.1Cost advantage
In Porter’s theory, he mentioned that competitive advantage would be gained by getting higher margin either by cost advantage or product/service differentiation (Mekic, 2014).  In the case of brand X, the licensing right provided opportunity for company S to fully utilize the sourcing team for china production program.  This program helped avoiding the import tax, lowering production cost, offering products with local relevancy such as Asian fitting which helped increasing overall sales, profitability and market share.  
7.2.4.2Brand differentiation
With brand X’s unique brand positioning which infused fashion, lifestyle and athletic sports in one brand , it was not common at that time.  It gave an opportunity for the brand to expand the brand profile to younger consumers
7.2.4.3Management capabilities
According to Carpenter and Sanders, majority of the managers are good in formulating strategies and relatively weak in putting strategies into action.  This is known as “knowing-doing gap” (Carpenter, 2009).  In company S, almost all Hong Kong managers that worked in China team had been with the company for more than 5 years.  They worked all the way to managers from junior positions.  As such, they have planning, execution and implementation capabilities.  Besides, since they got a lot of on-the-job training, they could easily give advice and tackle issues.  The trust between middle management and senior management were also critical in the success of company S.  Most of the middle management entered the company when they were in relatively junior positions, there was a strong bonding with senior management.  They all treated each other as mentor and apprentice.  This would bring to a high morale team.
[bookmark: _Toc15337832]7.2.5Core competence
The success of each company would more or less contribute by its core competence.  And, it’s the core competence that makes the company survive in difficult times.  Int eh case of company S, the core competence that it possessed were summarised below.

A)  Vertical integration with supply chain infrastructure to retail setup
B) Wholesale and retail synergy 
C) Stable management team 
D) Strategic management mindset 
E) Operational efficiency in action oriented culture
F) Strong financial backup
The core competencies were derived from bundle of capabilities and competitive advantage.  The core competences together with the heart and hand oriented approaches gave brand X the strong growth and financial return to company S in that period. 
7.2.5.1 External Environment Analysis
After analyzing the internal environment, external competitive environment would be appraised by Five Forces model.  In 2003-2007, the main international competitors in China was Nike, Adidas, Reebok, Fila, Umbro, Mizuno.  At that time, international sports brands were either not familiar with China market or they were not big enough to expand to China.  As a result, the barrier of entrant was high.  In China, the local sports market was mainly led by Li Ning.  However, with the differences in product offerings, pricing strategy, marketing investment and target consumers, Li Ning would not be considered as one of the competitors in the analysis in Table 2.  In supplier’s aspect,  due to human rights compliance requirement of brand X, the factory that company S deployed would be similar to that suppling for Nike and Adidas.  However, the small regional volume in brand X compared to mega global volume in Nike and Adidas, the bargaining power of brand X was small.  In consumer side, they always switched between brands.  Consumers still dominated the bargaining power.  The competitive advantage of brand X was the brand differentiation and medium pricing.  As mentioned earlier, the brand itself was a fuse of fashion, sports lifestyle and athletic segment, it gave China customers refreshment. Together with medium pricing strategy that it offered , it increased the perceived value of the brand.   
[bookmark: _Toc15337833]7.2.6 Planning, Execution and Evaluation
Upon accessing the internal and external factors, the next step strategic management would be planning, execution and evaluation would be followed. 
Strategic planning is a process while the output is a plan.  In company S, business plan by business unit, marketing plan by marketing campaign, budget planning on annual bases would need to prepare and execute upon approval and discussion.  Topics such as mission statement, competitor’s analysis, SWOT, sales and margin performance analysis by brand, by region, by shop, by product category, strategies, action plan, business priorities, key challenges and growth opportunity will be included in different planning.  To be No. 3 in sports market in China was the mission that shared in all meeting.  With a systematic strategic planning process instilled in the culture, it is not surprise that brand X would perform with such as skyrocket growth.
Execution is more related to Hand oriented approach and it would discuss in later stage of the study
Evaluation of the progress was strongly promoted and emphasized in the work process of company S. As the foremost objective of strategic management is to achieve pre-defined goals, plan for the future outlook and conquer the business landscape.  As such, continuous review, improve and fine tuning the objectives, strategies and resources are an important indispensable step.  One of the key success factors and strength of company S against their competitors would be the proactiveness of the company as well as agile reaction when issues raised. Both were the by-products from “frequent evaluation system  Senior management would sit in most of the key meetings to understand the business and to facilitate the discussion.  Every week, there was weekly meeting to report the wholesale and retail a progress. Product, marketing and supporting functions would also need to report the job status.  In case of any big deviation in sales or big problems, senior management would offer for assistance.  Monthly meeting would be hosted in China mainland to oversee monthly performance by all departments.  Quarterly tradeshow review meeting and annually budget meetings were regularly hosted to share, monitor, evaluate and improve the progress.  
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In company S, most of the product and brand marketing team were Hong Kong managers.  The reason was that China didn’t have this kind of expertise in the market.  As a result, the success of these two functions brought invaluable outcome to the brand.  As Yu posited, no matter how good a strategic plan was, it would not success if the execution competence was not in place.  All 3 Hs had to intertwin holistically to manage operational issues (Yu, 2019).  
[bookmark: _Toc15337835]7.3.1 Brand Marketing
Repositioning
Brand X had experienced repositioning starting in 2003.  The repositioning process could be claimed as success.  This ws the result of the integrated efforts of brand and product marketing.  Apart from the traditional media such as print advertisement, outdoor billboard and TV advertisement, the brand also participated in extreme sports event F1 whereas brand X was the apparel sponsor of Ferrari.  Other sports marketing strategies such as sponsoring soccer team and yoga classes, hosting road shows and fashion shows in first and secondary cities, new concept store in contemporary design also helped elevating the brand image in an unconventional way.  With effective and efficient competencies in executing marketing events to increase noise and brand awareness, wholesale dealers were eager to open franchise shops for second and third tier cities penetration.  As a result, brand X became the No. 3 brand in China starting in 2005.
[bookmark: _Toc15337836]7.3.2 Product Marketing
In product marketing side, employees needed to have various competencies in order to handle different kinds of duties.  It ranged from product strategy formulation, product line planning, pricing strategy, gross profit control, discount proposal, inventory management, data analysis by category, product segmentation, and development of licensing local production line.  The job of product team involved knowhow in planning, numerical savvy and sense of aesthetic.  In product line management, the range had been expanded 2 folds from 2003-2007.  The line expansion was to cater for different regional needs and taste level.  Product segmentation also helped dealers to customerize different product offerings to target customers in different locations.  
In 2006, the gross margin had shown a big increase.  This was attributed by the cost savings from licensing local production line by effective supply chain management of which relative low product cost, and free from import tax and exempted from import tax help improving the gross profit of the company.  The local production line occupied more than 90% of the whole apparel and accessories range.  Without the executional excellency of the product team, strategies would not be carried out and implemented smoothly. 
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In the case study of company S, the management had already implanted 3H holistic approach in the culture in everyday’ s business and management process.  Nevertheless, in 2009, brand X terminated the distributorship with company S.  To reflect the whole case, would there be any perspective that could be improved in order to avoid this result?  
According to Arnold’s research, 5% out of 250 cases of distributors were either bought or fired by the multinationals during the partnership period.  It was always a case that when a multinational brand wanted to enter a new market, they would appoint local distributor for market penetration as they needed their expertise and knowledge.  Local distributors acted as the “vehicle for market entry” (Arnold, 2000).  Besides, China was considered to be the fastest growing market in the world in year 2000.  If the business was proven to be successful in China, there was no reason that the brand would operate under other company’s control.  Setting up own subsidy would only be a timing matter.  As such, the result happened in company S was not an accident.  
Reassessing the case of company S, there are two things which could be further improved in order to strengthen the core competency of the company.
First, in people side, employee localization was not truly successful.  Although 99% of the employee working in China team were already mainland Chinese, majority of them were in junior position or middle management with reporting line to Hong Kong managers. This would give local staff the impression that the company was not true heartedly adapt to local environment and local market.  It is suggested to add a director or senior general management headcount in China team to formulate  strategies considering local voice and thinking.  
Second, as mentioned in heart oriented approach, the process of strategic management was well development in the system and structure of the operation process.  However, with dedicated attention to planning, monitoring and evaluating the success or failure of the strategies and actions, heavy workload in preparing plans and reports was resulted.  It was suggested to take a balance by strengthening delegation, empowerment and embracing failure.
Moving forward, could company S create another success story to sustain its business growth in China?  The answer is not impossible but very difficult while the difficulty is in the changing business paradigm in Mainland.  Nowadays, online shopping has been dominating the consumer market.  To conquer the online platform, the competitive advantage and core competency that company S developed would no longer benefit e-business model.  E-business works on platform, not pipeline model.  Under e-business platform, the focus brings to facilitating external interactions instead of optimizing internal process (Alstyne, 2016). As such, the core competence of company S would no longer enjoy advantage.  
[bookmark: _Toc15337838]9.Conclusion
This paper evaluates the success factors of company S in brand X by applying 3H holistic management approach to integrate people, organization and competency to manage company issues. In heart-oriented approach, Transformational Leadership and Two Factor’s theory were applied to illustrate the people management culture of the company.  Management was open-minded, encouraging and treasure human capital.  Bonding and trust were well established, especially between senior and middle management.  As a result, low turnover rate and highly committed team brought to brand X success. Head oriented approach was supported by Strategic Management process.  Resource Based View and Five Forces models were applied.  Competitive advantages and core competencies were also defined in the analysis.  The planning, executing and evaluation process were also discussed in this session to understand the success factors.  Other than the strategies, in hand-oriented approach, the competence in implementation also played a vital role in the business growth.  Brand marketing helped building and strengthening the brand, together with product marketing to provide competitive product line and successful supply chain integration to give promising profit to the company.  
As discussion in reflection, the core competence in company S might not be perfectly performed under e-business platform.  However, there are still some suggestions for company S to consider for the core expansion.  First, company S can consider to be one of the key national dealers in sports market.  Right now, there are two big national dealers in China.  One of them is Belle while its annual turnover is around RMB 30 billion.  As company S was specialized in retailing, this would align with the core competence.  Second, company S can look into other consumer products while the market is still niche. Niche markets such as affordable fashion segment, surfing, skiing, outdoor could be considered.  The reason is that these markets contain numerous small brands whilst company S could nurture and buy time to select potential one for brand management business.  Third, owing to strong financial background, company S can buy a brand for business expansion.  As long as the management of company S has growth mindset while continue instilling 3H framework in company culture and business practices, opportunities are everywhere.
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Table 1- Sales & Profit Growth Overview (2003-2007)
	
	

	(in RMB$)
	
	
	
	
	

	
	
	
	
	
	

	 
	Year 2003
	2003 vs 2004
growth %
	2004 vs 2005
growth %
	2005 vs 2006
growth %
	2006 vs 2007
growth %

	Sales Turnover
	50 Mil.
	260%
	73%
	97%
	51%

	GP%
	28%
	2%
	4%
	8%
	2%

	GP$
	14
	286%
	96%
	143%
	59%


*(Internal document from company S)

	




Table 2 - Competitive Brand Share Estimations
	

	(in RMB$ Mil.)
	
	
	

	
	
	
	

	Brand
	2005
share %
	2006
share %
	2007
share %

	Nike
	40%
	38%
	37%

	Adidas
	30%
	30%
	31%

	Brand X
	5%
	6%
	7%

	Converse
	4%
	4%
	3%

	Mizuno
	5%
	4%
	3%

	Reebok
	3%
	3%
	3%

	Umbro
	4%
	3%
	3%

	Kappa
	3%
	4%
	6%

	New Balance
	2%
	2%
	2%

	Others
	4%
	4%
	4%

	Total:
	100%
	100%
	100%


*(Internal document from company S)
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