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ABSTRACT

After the successful launch of three organic divisions, proflowers.com, cherrymoons.com, and uptownprime.com, Provide Commerce Inc., in 2005, was seeking to expand into other organic categories within the organic industry. Management was faced with answering key decisions such as should the company explore the undeveloped children’s market?  Should it enter the organic wellness market which strives to satisfy a wide consumer base? How should it improve on its brand recognition in an industry where organic goods were uniform? The main strategic question to be resolved was what organic categories the company could expand into while utilizing its business model to offer higher quality organic goods than its competitors.

CASE SYNOPSIS

Bill Strauss, CEO of Provide Commerce, stated, “We are pleased with out Valentine’s Day shipments which delivered more than six million stems of roses and more than two million stems of tulips during the holiday period.  Our value pricing, targeted marketing and extensive floral product selection continued to drive growth.”  Strauss continued, “We believe that our direct business model which delivers fresh, high quality flowers every day, will continue to drive growth and customer satisfaction.  We look forward to building on this momentum throughout the remainder of fiscal 2005.” 

Provide Commerce Inc operated an e-commerce marketplace of websites for perishable organic goods that consistently delivered fresh, high-quality products direct from the supplier to the customer at competitive prices. The company's platform combined an online storefront, proprietary supply chain management technology and established supplier relationships to create a market platform that bypassed traditional supply chains of distributors and retailers. 

The increasing pervasiveness of the Internet was driving growth in online shopping and changing the manner in which companies merchandised and distributed products. Consumer Internet purchases were being driven by heightened awareness and a first hand experience regarding its convenience, security, and usability.  In addition, consumers were also using the Internet to access products and shopping experiences not previously available through traditional retail channels.

The company launched proflower.com, a floricultural division, in 1998 to retail organic floricultural products, through a website, fresher than its competitors by utilizing a business model that sourced organic products directly from the producers and brought them straight to the consumers.  With the success of the initial website, the company had leveraged its business model onto two organic categories: cherry moons.com, a division which retailed organic agricultural produce and, uptownprime.com, a division which retailed organic meat products.  With the continued success of its three divisions, the company was faced with a new challenge of continuing the momentum and identifying new organic categories to expand into.  In light of the challenge, management was faced with answering key decisions such as should Provide Commerce Inc explore the undeveloped children’s market?  Should the company enter the organic wellness market which strives to satisfy a wide consumer base? How should the company improve on its brand recognition in an industry where organic goods were uniform? The main strategic question to be resolved was what organic categories the company could expand into while utilizing its business model to offer higher quality organic goods than its competitors.

POSSIBLE ALTERNATIVE STRATEGIES
After the successful launch of three organic divisions, proflowers.com, cherrymoons.com, and uptownprime.com, Provide Commerce Inc was seeking to expand into other organic categories within the organic industry.  Consumers motivated by their desire to maintain a healthy lifestyle were demanding more organically produced goods.  The company sought to leverage its unique direct from producer model onto new product categories and continue its momentum within the organic industry.

The first alternative was for Provide Commerce Inc to expand into two new organic categories: wellness and organic snacks.  The wellness division would focus on retailing organic health supplements and medicinal herbs.  Furthermore, the organic snacks would focus on retailing various organic snacks as apple crisps and beef jerky.  Both divisions would offer various new organic products with the intent of satisfying a wide consumer base. 

The benefit of this strategic alternative was that Provide Commerce Inc would be entering into two undeveloped organic product categories which had not been adequately pursued by its competitors.  By offering new organic products, the company would be in essence differentiating its offering from the more uniform goods retailed by its competitors.   This strategy would be pay dividend because the consumers continue to exhibit strong demand for organic goods in general.

This alternative was feasible because the company maintained exclusivity agreements with agricultural cooperatives who were the primary producers of all organic products.  The introduction of new organic products would require carefully planning. The participatory nature of agricultural cooperatives would allow the producers to obtain the necessary capital needed to support the introduction of the new organic product categories.  New members who may already had expertise within these new organic product categories but may not had the market power of an agricultural cooperative would be motivated to join.  Furthermore, the prospect of diversifying goods sold through the cooperatives may force existing members to produce products within the new organic categories.  The agricultural cooperative also had the necessary expertise, factors of production, storage facilities and financially planning required for the production of the new organic product categories. 

This alternative would win against the competition because Provide Commerce Inc would offer the new organic products fresher than its competitors.  The company sourced directly from producers eliminating the intermediary use of distribution companies otherwise used by its competitors, 1-800-Flowers and Harry and David.  The quality of the organic goods would also be maintained because of the company’s use of the third party carrier FedEx.  FedEx’s reputation as third party carrier would ensure the organic products were brought from the producers’ premise directly to the consumers in a timely manner while using the appropriate storage systems that would preserve the product quality.

The drawback to this alternative was the company’s lack of brand recognition may made consumers apprehensive to purchase the new organic product categories. Brand recognition was important given the uniformity of the organic goods within the industry.  Consumers want to associate a brand with a perception whether it be reliability, quality, or convenience.  One way around this drawback was for the company to aggressively market its ability to source directly from producer.  The company would had to explain its business model by inserting blurbs on its product packaging and pursuing a consumer education initiative on its websites.   The company would also had to advertising aggressively.  Given the financial strength of the company, it could afford to include television into its advertising mix.  Television was an underutilized advertising medium within the organic industry.  By advertising on a medium not pursued by its competitors, the company would have the unbridled ability to spread its message to consumers.  

The second alternative considered by Provide Commerce Inc would be to expand organic offering within its three existing divisions to include more exotic organic products.  Proflowers.com, the floricultural division, would introduce new organic flowers such as hibiscus.  Cherrymoons.com. the agricultural produce division, would introduce new organic produce such as guava.  Finally, the Uptownprime.com, organic meat division, would introduce organic meat such as bison.  

The benefit of this alternative was that Provide Commerce Inc would be differentiating the company’s organic offering from product categories already established within the industry.  The uniformity in production of and types organic goods would give the company a competitive edge if the company expands the selection of its organic goods.

This alternative was feasible because the company maintained exclusivity agreements with agricultural cooperatives who were the primary producers of all organic products.  The expansion into new exotic organic products would require carefully planning. The participatory nature of agricultural cooperatives would allow the producers who currently had necessary expertise, factors of production, storage facilities and financially planning required for the production of the exotic organic products to join.  

This alternative would win against the competition because Provide Commerce Inc would had considerable strength within the selection of organic meats and agricultural produce than 1-800-Flowers and Harry and David respectively.  The quality of the organic goods would also be maintained because of the company’s use of the third party carrier FedEx.   FedEx’s reputation as third party carrier would ensure the organic products were brought from the producers’ premise directly to the consumers in a timely manner while using the appropriate storage systems that would preserve the product quality.

The drawback to this alternative was a possible consumer reluctance to try organic products unfamiliar to them.  One way around this drawback would for Provide Commerce Inc to offer discount and promotional incentives to motivate purchases.  The company would seek to offer an introductory price possibly lower than the current organic offering for a trial period.  After the trial period, the prices would be elevated to sufficient levels adequate to its exotic nature.





































































































































































































