[image: ][image: ]
The Feasibility Study of Market Entry into Scandinavian of Normans Tourism
Student Name：SIQI CAI
Student NO.1804421
N
O
R
M
A
N
S

[bookmark: _Toc8178951][bookmark: _GoBack]Executive Summary
This report provides an in-deep analysis of the overseas tourism market segment in China focused on the Scandinavian countries as destinations. Based on the market analysis and organizational analysis, this report offers feasibility assessments of the overseas project launched by Normans travel agency on the Scandinavian destinations. Concluding that the project being feasible, this report offers practical marketing strategies for the company. 
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Introduction
Normans travel agency has been focusing on the domestic China tourism market since its establishment. The company has experienced high growth with the boost of tourism industry in China during the past decades. The company has established multiple business lines catering the middle to high end customers in China. During recent years as the overseas tourism market size has increased substantially, the company is planning to enter overseas tourism market. The managers and shareholders of the company decided that the first overseas tour line provided by the company is to be in the Scandinavian region as they fit the taste and demands from high-end customers in China. 
This report is thus formulated to provide a market scanning of Chinese outbound tourism to Scandinavian countries and propose a feasibility of the plan from the company. The market is examined with Porter Five Force model and the feasibility assessment is conducted with tourism need theory. This report is also to asses the competence of the company with a SWOT matrix. A market entry strategy is to be formulated with comprehensive analysis conducted. 


[bookmark: _Toc8178953]Market overview 
[image: ]The overseas travel market has been growing with the increasing level of income of Chinese. As shown in the graph below, the average income of urban residents of China (the red dotted line) has increased greatly as well as the service industry gross production volume in China (the bar graph with unit of trillion GBP) (Chen and Zhengfu, 2015). 
[image: ]The overseas tourism market has been one of the largest tourism market segments. Travelling abroad used to be the privilege and a luxury experience for few Chinese. However, in recent years many have travelled abroad. By the end of 2018, the number of international outbound tours has increased to 146 million as shown in the graph on the right (number of journeys to foreign countries in 100 million). Though the growth rate has been up and down (orange dotted line), the entire market has been growing for the past five years (Amato, 2018). By volume or by number of journeys, China is the largest international outbound market in the world. It is estimated that the number of tourists from China to other countries will reach 170 million. The average expenditure on single trip is also the highest in the world (The Goldman Sachs Group, 2015). It is no doubt that the overseas tourism market is worth being analysed for market entry. 
The domestic tourism in China has also been growing for the past decade. However, the increasing number in travel agencies and increasing share of OTAs (Online Travel Agency) in China are making the competitions between travel agencies fiercer than ever before. As the internet companies such as Alibaba and Baidu entering the travel agency industry, the marginal profit has been significantly compressed (Shao and Kenney, 2018). In the market segment of travelling in neighbouring cities, traveling in China and traveling overseas, overseas tourism remains the market segment that OTAs are entering at an early stage.
Among the many destination countries, Scandinavian countries are ones with less coverage in Chinese travel agencies. Scandinavian countries include, in a wider sense, Norway, Sweden, Finland, Denmark and Iceland. The Scandinavian countries are typically with less sunshine and abundant frigid zone landscapes. As being the most developed regions close to Arctic, the Scandinavian countries are rich in all sorts of Arctician tourism products such as skiing, polar light tours and fjord tours. As the origin of Scandinavian design, the countries in this region are also abundant with design tourist sites such as design museums and architecture museums. In the GDP per capita ranking list, the Scandinavian countries all rank on the top fifteen list. The countries are renowned for their high level of development and high courtesy shown by the citizens. The Scandinavian region is also famous for its special cuisines from lobsters in Norway to trendy Michelin star restaurants in Denmark. Scandinavian countries have been the choices of high-income tourists from China (Berezin, 2012). In recent years, with the promotions on social media platforms in China, more middle- and high-income tourists in China are seeking the tour products to Scandinavian countries. 
[image: ][image: ]An analysis of Chinese tourist to Scandinavian countries show that the majority of customers buying the Scandinavian tourism products are in the 20-49 years old range as shown in the graph above. The major job occupation of the tourists is the high-income and high-education level industry in China such as finance and real estate. The majority origin of customers is also the first-tier cities such as Beijing, Shanghai and Guangzhou, Shenzhen (Kjær, 2017). As the tourism to Scandinavia is not entirely developed for Chinese travellers. The majority tour type to Scandinavian countries are still group tours by the travel agencies. The average expenditure in Scandinavian countries of Chinese tourists is 37,100 RMB Yuan which is around 3,700 GBP which is 30% higher than the average level (McKinsey Global Institute, 2018). 
The above overview prove that the Scandinavian tourism market is the market worth being analysed. A detailed market analysis based on Porter Five Force model is provided in the next part. 
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[bookmark: _Toc8178958]Market scanning - Porter Five Force Analysis
The porter five force model views the competence of one enterprise in the market is under the influence of five forces i.e. the forces from bargaining power of suppliers, bargaining power of customers, threat from the market entrants, threat from the market substitutes and rivalry in the market. 
[bookmark: _Toc8178959]Bargaining power of suppliers: Hotels and restaurants, travel agencies (online and brick and mortar agencies) and transportation service provider are the three major suppliers in the market. 
The hotels in the Scandinavian countries are abundant in term of service quality level and in number. In the entire Scandinavian region, around 10,000 rooms are planned to be added to the market. However, the hotels are distributed mainly in the capitals in the countries. The hotels are deficient in remote areas especially in some scenery locations with less public transportation covered (PwC, 2017). Thus, the bargaining power from the hotel side is divided into the type of tours. If the type of tour is to be focused on the capital and major cities in the Scandinavian countries, the bargaining power of the suppliers is low as the choices are abundant and increasing. If the type of the trips is to remote areas such as fjord trips, polar light trips or Arctic trips, the limited number of hotels can significantly increase the bargaining power of suppliers. 
Chinese tourists typically tend to find local Chinese restaurants in overseas trips. However, this statistic is rough as there are also many Chinese tourists who wish to taste local cuisine or fusion cuisine (Ma, Ooi and Hardy, 2018). As the region with not much Chinese residing in, the Scandinavian countries have limited number of Chinese restaurants. For example, in Copenhagen there are only 22 Chinese restaurants available for group tourists. Thus, the bargaining power of the restaurants is also different according to the type of tours and type of tourists. 
It is likely that for a Chinese travel agency to enter overseas market, that it will cooperate with local travel agencies owned by Chinese in the destination countries. The local travel agencies in Scandinavian countries are mainly providing local services for inbound tourists. In the Scandinavian countries the travel agencies with connection to Chinese market are rare. However, such agencies can be found to be abundant in the entire EU region such as in Germany and Spain (Tse, 2015). The travel agencies in these countries owned by Chinese have established connections with Chinese travel agencies and have been operating the Scandinavian markets for many years. The bargaining power of the local travel agencies is thus medium. 
The transportation services provided in the Scandinavian countries are abundant. However, the issue remains to be that they are largely centralized in the capital regions. The bargaining power of transportation service providers is high. 
[bookmark: _Toc8178960]Bargaining power of customers: There are limited number of travel agencies providing tourism products to Scandinavian. As this report discovered, only 118 travel agencies are providing tour products on various OTA platforms for Scandinavian countries (McKinsey, 2018). There are only less than ten travel agencies in China offering customizable tourism products in Scandinavian countries. Also, the average pricing in the market is around 28,000 Chinese Yuan which is around 2,800 GBP which is 20% higher than the average of tours to overseas destinations (Daniel J. Voellm, 2018). The limited choice and overall high pricing in the market left the customers with few choices on the agencies and products. The bargaining power of the customers are low. 
[bookmark: _Toc8178961]Threat of the market entrants [image: ]:The increasing customers seeking services of overseas tourism have pushed many travel agencies into the overseas market. As shown in the graph on the right, the majority of the growth of the number of tourist destination is still the neighbouring countries i.e. the Asian countries (Nielsen Institute, 2018). This statistic has been used to set the tone of many travel agencies as to develop the first overseas tourism product based in the Asian markets. As the Asian countries have similar culture and habits with China together with the small jetlag, many travel agencies find it easier to expand into Asian markets such as Thailand and Japan. The threat of market entrants at this stage is rather low. 
[bookmark: _Toc8178962]Threat of substitutes:The substitutes are mainly from the substitute high end tourism destinations. For tourists from other countries such as South Korea and Japan, the substitutes are abundant such as UK, Ireland, Canada. However, as only a few countries have visa on arrival or visa exemption policies for private passport holders in China, there are not many substitutes available in the market. The advantage of Scandinavian market is the same to the EU tourism market as only one Schengen visa is required (except for some countries and regions). The Chinese tourist to EU in general has been increasing in number, which makes other destination markets such as Baltic sea countries and east European countries possible substitutes. The threat of market substitutes is also medium. 
[bookmark: _Toc8178963]Rivalry in the market [image: ]:The rivalry in the market, apart from few travel agencies with Scandinavian tourism product coverage, mainly comes from the large OTA platforms in China. The OTA platforms in China are providing comprehensive services from online booking of air tickets, hotels, tourism site tickets to public forums for publishing travel logs. The digital service pipeline as shown in the graph on the right (Weissenberg and Langford, 2018), the OTAs are proving an entire service package for the customers. The major OTAs in China are all invested by major internet companies form Alibaba, Baidu to Tencent. The internet companies in China are targeting the OTA market with strategic importance. As their core service are also deeply connected to the daily lives of Chinese such as the Alipay (for online and mobile payment), Baidu search engine (online index searching website like Google), and QQ (China’s largest instant messaging service provider), they can effectively direct their user base to the OTA platform as what Alibaba has done for the Fly pig OTA platform (Shao and Kenney, 2018). As announced by Alibaba and Tencent, they have a strong need for overseas expansion through the overseas expansion of the OTA platform they invested, the rivalry in the market is high in power. 
[bookmark: _Toc8178964]Organizational analysis – SWOT analysis
The organizational analysis is to provide complementary analysis of the market analysis for the feasibility of the project as well as the marketing strategy of the project. SWOT is to analyse the competence of the enterprise in certain market or market segments. Though there are many revisions and modifications of the original SWOT model, this report uses the original and simple version of the SWOT analysis as it can provide adequate information needed (Fine, 2009). 
[bookmark: _Toc8178965]Strength :Normans travel agency has experience in operating the travel agency business. During this process the company has also accumulated vast high-end customer groups. The company has also accumulated good reputation among its customers. The company also have strong capacity in customizing the trips according to the demands from the customers. 
The Normans has been emphasizing on the leverage of online social media since the emergence of online social platforms in China. From 2009 to 2018, the followers of Normans travel agency in major social platform “Sina Weibo” has increased from 4,700 followers to 123,000 followers. The company was awarded as the leading content creator on this platform for three years. 
The recruitment process in Normans has one assessment process on the love for travelling. The employees of the company typically have many experiences in overseas travelling. Several of the employees are also the renowned amateur photographer and video bloggers on many travel forums. 
[bookmark: _Toc8178966]Opportunity :The development of overseas tourism industry has been one of the industries that the government will support by reducing tax and abandoning the restrictions on licensing. As in the past, only certificated and licensed travel agencies are allowed to offer overseas tourism products. 
[image: ]As mentioned in the market analysis part, 23% of Chinese visiting Scandinavian countries choose customized trips. The most attractive experiences in Scandinavian countries for Chinese customers, as shown in the graph on the right (The Nordics, 2018), are the polar light tours and natural landscape tours, both of which require high level of customization. The vacation with family also typically turns to the trip type of customized trip as the senior and children in the families typically tend to follow travel groups while young and middle-aged people tend to choose DIY trips. The customized trips can be the compromising of both. 
By far the majority of the customer based for tours in Scandinavian countries are still the young and middle-aged generation in China. The company has been catering the needs for this customer group for years. This forms another opportunity for the company to tap into this market. 
[bookmark: _Toc8178967]Weakness :The company has no experience in the Scandinavian tourism market which means the company has barely any local connections which can lead to high uncertainty of the tourism products provided. 
The expenses in the Scandinavian countries are among the highest in the world. The tourism products provided in this region would require high level of investment which can damage the daily operation of the company. 
The visa applications for Scandinavian countries from Chinese (though still in the Schengen regime) can be uncertain as many group travellers have experience such issues. 
[bookmark: _Toc8178968]Threat: The major threat comes from the external of the company as mentioned in the market analysis. The minor threat is the political relationship between Scandinavian countries and China. The current governments in Scandinavian countries are maintaining a friendly relationship with China for the benefit of international trade and foreign direct investment. However, only less than a decade ago, the support from Scandinavian countries on issues such as independence of Taiwan, Tibet and Xinjiang had led to the deterioration of government relationships between Scandinavian countries and China. In 2010 when one Chinese dissident was awarded with Nobel Peace Prize, the Chinese government froze many interactions between two countries. 
To enter a new market, the company is supposed to adopt the SO strategy i.e. the strategy to maximize strength and minimize threats (Pahl and Richter, 2009). 
[image: ]


[bookmark: _Toc8178969]Feasibility study 
Time, money and desire are the three driving forces of tourism activities. High-end trips to Scandinavian countries can meet the demands from all three driving forces (Woodside and Martin, 2008).
The growing disposable income of Chinese allows more customers in China to seek more special and unique travel experiences such as watching the polar light and the milky way in the glacier cabin in Sweden. The increasing income level have also pushed the high-end customers to visit destinations not popular before such as Africa and Scandinavian countries. The government’s policy on enforcing strict labour right protection and the retirement of the first generations of workers after the open and reform policy have created a strong consumption force in China. these people are richer than before with higher disposable income and they have more time than previous generations to be spent on leisure activities. With the Chinese communicating more with people from other countries and the promotions on online social media platforms, more and more Chinese are seeking the exclusive and unique experiences in other countries. Chinese have known the Scandinavian countries since childhood with the introduction of H.C Anderson’s fairy tales. In recent years, the welfare system in Scandinavian countries have been the hot topics among Chinese. Many Chinese are desiring to visit the Scandinavian countries. 
From the market analysis and organizational analysis, it is clear that the feasibility of the project is positive. The market has offered strong opportunities in both macro environment and micro environment. The strengths of the company are unique as it has been catering the customized tourism industry for years. The threats to the company are universal to any companies with similar strategy in the market. The weakness can be compensated through various methods and the marketing strategy is proposed in the next part of this report. 


Advices on Implementation 
The marketing strategy should fully leverage the strengths of the company i.e. its experiences in customized tourism products, its employees’ passion on overseas travelling and its experience in marketing on online social media. 
The market segment the company should focused is the high-end customized Scandinavian tours with emphasis on the polar light tours and iconic landscape tours such as fjord tours. The customer base should be targeted as the high-income middle-class Chinese customers aged between 20 to 45. 
The products developed should be able to cater at least one of the following customer needs:
· The need for customizable family trip suitable for children and old people. 
· The need for special and unique cultural experiences in Scandinavian countries. 
· The need for high-end customizable trips with complete service package from trip planning consulting to post-trip trip products such as video logs and photographs. 
4 
5 
Regarding product: the product has to meet the requirements as mentioned above. The product should also be developed with potential partners in the Scandinavian markets. With following the overall product strategies, the company should be open to the suggestions and advises from potential partners. The product prototype can be experienced by the employees in the company as rewards and the employees are require formulating detailed travel experience reports. 
Regarding pricing: The pricing of the new Scandinavian tourism products to be developed has to be competitive at the early stage. Despite the high-end customers may be less sensitive to the pricing of the products, the company should still to enlarge the customer base from middle income customers who are typically more sensitive to pricing and schedule. The pricing should thus be differentiated toward different customer groups. 
Regarding places: The placement is an important issue if the company cannot find a trustworthy partner in Scandinavian countries. The suppliers in local destinations can take a long time for the company to establish stable relationship. Thus, the crucial part of the placement strategy is to identify one or several local partners. 
[bookmark: _Toc8178975]Regarding Promotion: The company, at the early stage, should fully use its advantage in online social media to promote the project. After the employees’ finishing their travel experiences, the company should use its vast follower base online to promote its strategy. 
As the Chinese social media platform is dominated by VIP users or key opinion leaders, it is thus important to use the power of VIP users in social media to conduct effective promotion strategies. For example, the company can send the Scandinavian tour products as gifts to those VIP users and request travel experiences and review posted by them in return. 


1. [bookmark: _Toc8178976]Conclusion 
This report has offered a detailed marketing analysis and organizational analysis on the project of Normans’ entering Scandinavian countries as Chinese tourist destination. The marketing analysis shows that the opportunities in the market is obvious. The growing purchasing power of Chinese customers as well as the increasing popularity of overseas tourism have created huge opportunities for the company. As Scandinavian countries being the less popular destination and being a secure and well-developed tourism market, the Scandinavian countries can be the first overseas product line for the company. The requirements for tourism products in Scandinavian countries as analysed in the market analysis also favours the experience of Normans travel agency. The company’s experience in designing customized trips and accumulated high-end customers, as well as its advantage in online promotion can help the company to seize the opportunities offered by the market. The report hereby confirms that the project is feasible. 
Based on the analyses conducted in this report, this report also concludes that the company should develop products favouring the high-end customers and also use pricing leverages to expand the customer base of middle-income customers. The company should fully use the strength in online promotion to promote the products developed. Beyond all above, the company should also seek reliable partners in the Scandinavian countries to minimize weakness. 
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