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LAn Investigation Report on Hongxing ERKE
Industrial Co., LTD. Chu Zhou Branch

1. Introduction\

1.1 Investigation background
BWRY , R T ZAAFE.. ZE#, Bt , ] .. B TH 5.

1.2 Significance |

|

2. Methodology

2.1 The aims of the investigation

This study was made to find the 4P marketing strategy use and to summarize the
main problems in Haidilao's marketing strategy by questionnaire and put forward some
suggestions on how to optimize the 4P marketing strategy. Specifically, the purpose of
this paper is to analyze the Haidilao's marketing strategy from the perspective of 4P
theory and find out the existing problems in the marketing strategy and offer the
corresponding countermeasures.

The researcher puts the aims into three specific questions:

(1) How is the 4P marketing strategy used in Haidilao?

(2) What problems can be found for use of 4P marketing strategy in Haidilao?

(3) What suggestions can be given to solve the problems in the application of
marketing strategy for Haidilao?\

2.2 Instruments

This research adopts the method of questionnaire survey. Through it, this paper
analyzes the 4P marketing strategy use of Haidilao and the existing problems in the
application of marketing strategy by a questionnaire survey of the customers. In general,
the questionnaire can be divided into two parts: the use of marketing strategy and the
problems in its use. At the same time, on the basis of 4P marketing strategy, the
questionnaire is further divided into four parts: product marketing strategy, price
marketing strategy, channel marketing strategy and promotion marketing strategy. 220
copies of questionnaires were distributed initially, and finally, 200 valid copies were
collected after eliminating some incomplete questionnaires (see Table 1).
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Table 1 The structure of the questionnaire

Dimensions Questions
Basic Information 1. 2. 3. 4
Product strategy/Product problem 5. 7. 8, 10/ 15
Price strategy/Price problem 6. 16/17
Place strategy/Place problem 12/13
Promotion strategy/Promotion problem 11/9. 14

2.3 Procedures

This study uses questionnaire survey method to analyze the 4P marketing strategy
use of Haidilao. It follows the following steps.

Step 1: Preparatory work.

The researcher designed a questionnaire based on 4P theory for the consumers of
Haidilao, and then, printed out 220 copies of paper questionnaires and prepared some
pens for records.

Step 2: Distributing copies of questionnaire.

After clarifying the purpose of the survey, this study selected some consumers of
Haidilao to understand the current situation of marketing strategy of Haidilao by issuing
paper questionnaires.

Step 3: Data collection.

After the questionnaire survey, the data were collected, calculated and analyzed by
Microsoft Office Excel 2010.

2.4 Participants

The participants were consumers of Haidilao. Totally, 220 consumers were invited
to do the investigation. As some copies of questionnaires were incomplete to fill in, 200
valid ones were finally collected and used.

Table 2 shows that the majority of consumers are 18 to 30 years old. The reason is
that the Haidilao mainly focuses on college students, among them, bachelor degree
accounted for the largest proportion, reaching 48%.lt attracted them by launching a 69%
discount for them. Because most students do not have much money, their monthly
income are below 3000 yuan.

Factors Items Proportion (percent)

Male 40
Gender

Female 60
18-30 40
Age 31-40 28
41-50 14
51-60 10
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Over 61 8
High school education

15

Academic and below
qualifications College degree 24
Bachelor’s degree 48
Master’s degree or above 13
Less than 3000 yuan 38
Income 3000-6000 yuan 24
6000-9000 yuan 20
More than 9000 yuan 18

Table 2 Profile of the participants

3. Results and discussion |
3.1 The 4P marketing strategy used in Haidilao

b.l.l Use of the product marketing strategy \

Products include tangible products and intangible products. In terms of tangible
products, Haidilao adopts product differentiation strategy. Haidilao hot pot adheres to
the original spicy culture of Sichuan and Chongging cuisine, constantly collecting
changing needs, and combining different regions and cultures to continuously innovate
and improve dishes. Haidilao hot pot now has a variety of flavors and styles of pot
bottoms and dips, which can meet the individual needs of consumers. At the same time,
Haidilao Hot Pot will combine Internet big data and consumer suggestions every quarter
to recommend different dishes according to different customers' age, gender and taste
preferences. Figure 1 shows customers' feedback on the product types of Haidilao. It is
not difficult to find from figure 1 that 65% of the participants agree and strongly agree
with the variety of products and tastes of Haidilao (30% agree and 35% strongly agree),
which is enough to show that the products and tastes of Haidilao are multiple. It shows
that Haidilao implements the strategy of product differentiation.
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Figure 1 Feedback of product category

What’s more, Haidilao focuses on product quality and packaging. Figure 2 and
figure 3 investigate the product quality and packaging of Haidilao from the perspective
of customers and reflect the advantages of Haidilao in product quality and packaging
through customer feedback. Figure 2 shows that 30% and 41% of the participants agree
and strongly agree that the product quality of Haidilao is good, which means that the
vast majority of the customers hold a recognition attitude towards the Haidilao food and
think that its product quality is high. From Figure 3, 26% of the customers agree that the
product quality of Haidilao is good, and 35% strongly agree that the product quality of
Haidilao is good. From the data, it is not difficult to judge that the customers hold a
recognition attitude towards the product quality of Haidilao. From this feedback, we can
see that Haidilao's consumers recognize the quality and packaging of their products.
Emphasizing product quality and product packaging as important factors of product
strategy has an important impact on its development, which is consistent with the
research results of Yu Zhouyuan and others. They believe that Haidilao knows that if a
restaurant wants to retain customers, it must be inseparable from the quality and taste of
the food, so it focuses on dishes and constantly develops new flavors.
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Figure 2 Feedback of product quality
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Figure 3 Feedback of product packaging

In terms of intangible products, Haidilao focuses on personalized service, which
becomes one of its core competitiveness. While other hot pot brands are still working
hard on prices and dishes, Haidilao focuses on service breakthroughs.The unique
personalized service experience has won unanimous recognition from customers, thus
enhancing the market competitiveness of Haidilao. Figure 4 investigates the attraction
of services as intangible products to customers. Data show that most participants agree
and strongly agree that the service of Haidilao is attractive to them, among which 30%
agree and 42% strongly agree, totaling 72%. This data reflects that the high-quality
service provided by Haidilao is favored by most consumers, and it is also reflected in
the product marketing strategy,Haidilao also takes service as an important consideration
for its development.The direction of most researchers is consistent with this conclusion.
The research directions of these scholars mainly focus on Haidilao's service marketing,
which shows the importance of service in marketing strategies. For example, Wu Jingya
and Yang Ping pointed out in their research that the main reason for the development of
Haidilao is that its high-quality service quality far exceeds other hot pot restaurants of
the same level.
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Figure 4 Attraction of service as an intangible product
3.1.2 Use of the price marketing strategy
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Figure 5 Product pricing in different stores
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Figure 6 Product pricing

Figure 5 mainly reflects the pricing strategy of Haidilao through consumers'
feedback after shopping in different stores. In Figure 5, 36% of the participants and 43%
of the participants agree and strongly agree that the pricing of Haidilao is inconsistent,
which indicates that Haidilao insist on differentiated pricing strategy. Different pricing
is adopted for consumer groups with different characteristics and different conditions.
Figure 6 mainly investigates whether the product pricing of Haidilao is too high. The
data shows that 65% of the participants think that the product pricing of Haidilao is not
high, of which 30% agree that the price is not high, and 35% strongly agree that the
price is not high. This data shows that Haidilao's pricing is mainly for the public, not
high-end consumers.

3.1.3 Use of the place marketing strategy

In terms of place strategy, Haidilao adopts distribution strategy, and always adheres
to direct marketing rather than franchise. Haidilao has also developed an online
platform to develop its own sales channels through developed networks to attract more
customers. Figure 7 is a survey on participants' online shopping of Haidilao. Through
the survey, it is found that the vast majority of participants often purchase products and
services of Haidilao online, accounting for 72%, of which 26% agree and 46% strongly
agree. This shows that the vast majority of people purchase products of Haidilao Online,
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and also shows that Haidilao adhere to both online and offline operation in terms of
place strategy. In addition, in terms of channel strategy, Haidilao has also established a
complete logistics distribution system, making Haidilao occupy half of China's hot pot
catering industry. The location of Haidilao also has its own criteria, which is also the
main reason for the prosperity of every Haidilao store.
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igure 7 Place marketing strategy

3.1.4 Use of the promotion marketing strategy

In terms of promotion strategy, Haidilao implements word-of-mouth marketing to
expand its brand awareness. Figure 8 mainly investigates how consumers understand
Haidilao. Through data feedback, we can see that people learn about health and public
services from media of newspapers and TV, their friends, the Internet and other channels.
However, the data show that the vast majority of participants learn about Haidilao
through the introduction of others, accounting for 55%, which reflects the effective
implementation of the word-of-mouth marketing strategy of Haidilao. At the same time,
with the popularity of the Internet, Haidilao gradually uses Internet marketing. Haidilao
Hotpot enters various media platforms for online marketing, online ordering and door-
to-door services. On the one hand, the takeaway service can reduce the service cost of
customers dining in the store and meet the needs of some young people to taste Haidilao
hot pot at home.
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Figure 8 Promotion marketing strategy

3.2 Problems in the application of 4P marketing strategy!

Through questionnaire survey and literature review, researchers found that
Haidilao has some problems in the 4P marketing strategy use. In short, the product
weight is insufficient; there is no competitive advantage compared with other peers; the
product pricing is unreasonable, because some products are priced too high; the online
sales channel is immature due to the high cost; the publicity campaigns are insufficient;
and the promotion means are single.

3.2.1 Problem of price marketing strategy

Through the investigation and analysis of Haidilao's price strategy, we can see that
Haidilao has the problems of unreasonable pricing and over pricing of some products.
Although its price positioning is not a high-income group, the price is not very high.
However, some products are overpriced. It can be seen from the Figure 9 that 68% of
the participants think that the pricing of Haidilao is unreasonable, of which 14% agree
and 54% strongly agree. The main problem with Haidilao pricing is related to its pricing
strategy. As mentioned above, in terms of price, Haidilao adopts differential pricing
strategy, which shows that Haidilao can exercise price fluctuation rights when providing
products and services and provide different target service prices. This strategy not only
maximizes the profits of enterprises, but also puts forward higher requirements on
pricing. It requires enterprises to comprehensively consider various complex factors in
reality. For this reason, Haidilao has the problem of overpriced products in its pricing
strategy, because it is not easy to fully grasp the various factors in differential pricing.
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Figure 9 Pricing problem

3.2.2 Problem of product marketing strategy

Through the investigation and analysis of Haidilao' product strategy, we can see
that Haidilao' product weight has no obvious advantage compared with that of other
brands. According to the survey of the participants, 14% and 54% of them agree and
strongly agree that Haidilao's product weight is insufficient. These data show that
Haidilao still has shortcomings in its product marketing strategy. Insufficient product
weight is a common problem in Haidilao and the entire catering industry. As Haidilao's
price is not high, in order to ensure profit, it is inevitable to reduce the weight of
Haidilao products.
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Figure 10 Product problem
3.2.3 Problem of place marketing strategy

The main problems of Haidilao's place strategy are high marketing channel cost
and immature online sales channels. Since its establishment, Haidilao has focused on
offline channels, while there are few online channels. In view of the particularity of hot
pot products, it is difficult to make it mature enough. Besides, Haidilao's unique
marketing model has brought huge profits to the company, and it has also cost a lot of
money, which leads to the high cost of marketing channels.
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Figure 11 Place problem
Figure 11 is a survey of the maturity of sales channels on Haidilao. The data shows
that 43% of consumers strongly agree that the online sales channel is not mature enough,
and 27% of consumers agree that the online sales channel of Haidilao is not mature.
This feedback from consumers confirms the fact that Haidilao online sales channels are
not mature. At the same time, due to the company-owned model, the operation cost of
Haidilao channel is also high.

3.2.4 Problems of promotion marketing strategy

The main problems of Haidilao's promotion strategy are that the publicity is not
enough, and the promotion activities are too simple.
80%
70% 67%
60%
50%
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20% 16%
10% I 8% 3% 6%
0% . - u
Strongly disagree Disagree Commonly Agree Strongly agree

Figure 12 Promotion problem

From Figure 8, it is not difficult to find out that the vast majority of consumers
know about Haidilao through the introduction of their friends and eat in Haidilao,
accounting for 55%. Some people know about Haidilao through newspapers and the
Internet. Figure 12 shows whether the consumers often see Haidilao on advertising
media and billboards. 83% of the participants strongly disagreed and disagreed that they
often see the advertisement of Haidilao. Among them, 67% strongly disagreed and 16%
disagreed. The survey shows that the vast majority of consumers do not see Haidilao
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very often. Figure 12 show that the publicity of Haidilao is not enough, especially at
present time when the Internet is widely used, and the publicity on the Internet is not
sufficient. Therefore, in terms of promotion strategy, Haidilao mainly adopts word-of-
mouth marketing, which is relatively simple. In today's highly developed Internet,
although Haidilao has also adopted network marketing to a certain extent, it has not yet
fully played its role in specific applications and has formed its own characteristics.
When other industries adopt network marketing strategies, this kind of marketing has no
characteristics.

57%

13%
10% 10% 10%

Figure 13 Promotion problem

Figure 13 survey on sales promotion and discount of Haidilao. The survey found
that the vast majority of consumers strongly believe that the promotion activities of
Haidilao are inadequate, and the discount is not big enough, accounting for 70%, those
who strongly agree account for 57%, and those who agree account for 13%. Although
some consumers enjoy the 69% discount of Haidilao, their consumption is still very
high. In addition, some consumers can not enjoy the 69% discount. For them, the price
is even higher. This shows that Haidilao's promotion activities are not adequate, and the
discount is not deep enough.

3.3 Suggestions on the problems in the application of 4P
marketing strategy

3.3.1 Suggestions on price marketing strategy

Haidilao should accurately determine the product prices and establish a perfect
product pricing portfolio system.

First of all, an accurate pricing should be done in price marketing strategy. It is a
prerequisite for selling products. Inaccurate pricing can directly affect the sales of the
products. When making an accurate pricing, in order to set the reasonable price things
like the product’s own value, local consumption level and peer pricing of the similar
products need to be fully considered.

Secondly, it is necessary to establish more product price combinations, such as
selling relatively high price products and relatively low-price product combinations, and
giving appropriate discounts. Through the repricing of products, enterprises can
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optimize the product price system, and give consumers more choices to meet the various
needs of consumers.

3.3.2 Suggestions on product marketing strategy

The lack of product weight is the main factor affecting consumer experience. If the
price is basically the same, with better quality and sufficient products, the company will
be more competitive. Therefore, Haidilao should increase the weight of its products.
Sufficient product weight can attract consumers to buy, so that Haidilao gains a
competitive advantage in the competition with other peers. At the same time, we can
optimize the product structure and sell some high-priced and low-priced products,
which not only guarantees that the price will not be too high, but also guarantees the
weight of the product.

3.3.3 Suggestions on place marketing strategy

In terms of place strategy, Haidilao can pay attention to the development of
multiple channels, not only to consolidate the offline sales channels, but also to make up
for the lack of online sales channels.

First, Haidilao may make further steps to consolidate its offline sales channels.
Hotpot industry is different from other industries. Its focal point is offline sales.And
most consumers prefer to experience offline stores. It is particularly important to build
up offline sales channels. Hence, Haidilao needs to improve the coverage of offline
sales channels, speed up the expansion of offline stores, and provide superior services.

Secondly, it is needed to make up for the lack of online sales channels. With the
development of the Internet, new economic models are emerging. As an important
carrier of online sales, the Internet is widely used. Therefore, in the process of
development, Haidilao cannot ignore the role of the Internet to improve its online sales,
so that more sales channels can be made for its products, such as the channels of the
WeChat, microblog, and live stream and broadcasting. In short, it needs to make full use
of the Internet to diversify its online sales.

Finally, online and offline linkage can be realized, and the final offline service can
be extended to online to meet customer needs.

3.3.4 Suggestions on promotion marketing strategy

Enterprises should combine media propaganda with network propaganda, make
rational use of advertising, and promote consumers’ cognition of Haidilao. In the era of
simple and efficient modern information media, the effectiveness of word of mouth
cannot be overlooked to influence a small buying group. In the application of
advertisement, online marketing can be the first choice, at the same time, information
and software technology should be fully used to realize the process of concept exchange,
product transaction and service provision between merchants and customers based on
PC network and mobile Internet platform. Online activities can be used to create,
promote and deliver customer value and manage customer relationships. Promotion
activities must be carried out at the same time. First, the consumer experience should be
taken as the leading factor, the mobile Internet as the core platform, the combination of
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media and new media as the main platform, and online and offline communication can
be used to strengthen the relationship between the consumers and Haidilao. For example,
Haidilao can use SNS, micro-movie, micro-electronic commerce and other new media
forms to create Haidilao Food Forum on the Internet, so that the majority of its can be
easy and free to express their opinions to its products. In addition, Haidilao can also
make featured micro-movies to win more participation of its fans and customers and let
them experience its growth bit by bit. By means of experiential marketing activities,
customers’ emotional needs can be met. At the same time, sales promotion should be
increased to realize preferential treatment through sharing and bargaining, which can be
learned from Pinduoduo sales model.

4. Conclusion

4.1 Major findings

Taking Haidilao as a case, this study explores the use of 4P marketing strategy of
Haidilao and analyzes the problems existing in the application of it. Through the
investigation and analysis of Haidilao's 4P marketing strategy, it is found that Haidilao
attaches importance to product differentiation in terms of product marketing strategy
and implements product differentiation strategy. At the same time, it attaches
importance to product quality, packaging and service. In the aspect of price marketing,
unified pricing is proposed. In the aspect of channel marketing strategy, it puts forward
the distribution strategy to realize the linkage between online and offline. In terms of
publicity strategy, word-of-mouth publicity is focused on, which better build up brand
reputation. At the same time, it is found that Haidilao still has some problems, such as
insufficient product weight, unreasonable pricing, immature online channels, and
insufficient promotion efforts. For these problems some insightful suggestions are put
forward.

Therefore, in today's competitive market economy, if more customers are won for
the catering industry, the quality and the weight of products should be guaranteed. The
competitive advantages can be obtained by optimizing the price of products, and
avoiding unreasonable pricing for some products, so that an invincible position can be
established for the enterprise in the fierce competition. Meanwhile, combination of
network campaigns with online marketing can increase publicity and attract more
consumers.

4.2 Limitations and implications

This paper makes an empirical study on the 4P marketing strategy of Haidilao and
puts forward some suggestions on optimizing the marketing strategy. Due to the
limitation of time and the author's limited knowledge, this paper still has some
limitations.

First of all, in terms of research scope, this study only collected 200 valid copies of
questionnaire from Haidilao, and the data cannot well reflect the current situation of the
catering industry. In addition, the respondents may not be willing to accept the survey
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and fill in the questionnaire at will, which leads to inaccurate data and affects the
reliability and validity of the analysis.

Secondly, due to time constraints, the author's knowledge and ability are limited,
and it is impossible to cover all existing problems. Therefore, the summary may not be
comprehensive. In addition, each brand’s marketing strategy has its own uniqueness,
and other brands may get different results, which cannot be generalized. It is hoped that
future research can fill these fields.
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