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[bookmark: _Toc8391994]Executive Summary
This report provides a situation analysis consisting intern, external (micro and macro environmental) of the largest online car hailing service provider Didi chuxing in China. The situation analysis with a summarizing SWOT analysis paves the way for a marketing plan proposed with the objective set to expand the user base of the company, to enhance the profitability and to restore the public image of the company. This report uses the 7P model to design a marketing mix with recommendations on the possible issue with solutions. 
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1. [bookmark: _Toc8391995]Introduction                                                                                                              
The sharing economy market is among the most dynamic markets in the world. One shining example in the Chinese sharing economy is the Didi Chuxing (literally meaning Didi travelling). The company was established in 2012 as a mobile based platform similar to Uber for car hailing in major Chinese cities. The business model of Didi was later appreciated by major Chinese internet companies such as Tencent (largest online social service provider in China) and Alibaba (largest e-commerce service provider in China) and was funded for radical marketing against its competitors (DIDI Chuxing, 2016). The marketing strategy of the company in the past several years have proven to be valid. However, with some scandals relating to the security issues in the process of car hailing, the company is suffering from a difficult time in formulating marketing plans for the future (Chaudhry, El-Amine and Shakshuki, 2018). The expansion into global market was one of the core strategies of the company, the company is also hesitating on the sustainability of the international expansion strategy. The various market entrants with funding from state-owned enterprises in China are also threating market segments such as the high-end car hailing service (similar to Uber black) (Nie, 2017). 
Hence this report is to formulate a useable marketing plan for the company by analysing its current business situation with a situation analysis and following strategy formulation with implementation plan. The situation analysis is based on VRIO analysis for internal analysis, Porter five forces analysis for micro analysis and PEST analysis for macro analysis. The situation analysis will be summarized with a SWOT analysis. The strategy formulation will be based on the results of the situation analysis. The tactics of the strategy implementation is based on the 4P model as the company is operating online platform with minimal physical evidence. 
2. [bookmark: _Toc8391996]Situation analysis of Didi in Chinese market                              
1. 
2. 
2.1. [bookmark: _Toc8391997]Internal analysis of Didi Chuxing – VRIO Analysis
· [bookmark: _Toc8391452][bookmark: _Toc8391998]Scale of Didi
VRIO is the analysis of the applicable resources within the organization. The resources are those that the enterprises can use for sustainable business development. It focuses on the value, rarity, inimitability and organization of the resources. Didi is the largest car hailing service provider in China by daily transaction volume. As a mobile based service platform, the App of Didi is the most frequently downloaded App in all App stores in China. Didi is also the second largest unicorn companies in China with latest valuation of 56 billion USD (Zhen, 2017). 
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· [bookmark: _Toc8391999][bookmark: _Toc8391453]Reputation of Didi
The reputation has been declining in the past year as several scandals concerning the security issues of the customers using car hailing services. In one scandal an air attendant was killed by the driver while Didi did not fully function as a supervisor of the car hailing service. In the Chinese user satisfaction on car hailing services, many are now thinking that after Didi became the monopoly in the market, the service level has degraded to that as the same with regular taxi services in China (Commision, 2017). With Didi acquiring the dominant position in online car hailing service market in China, the reputation has been further degrading as many are complaining that the system becomes hard to use and cars cannot be booked without high extra fees. 
· [bookmark: _Toc8392000][bookmark: _Toc8391454]Organizational management 
The organizational structure of Didi is a typical M structure i.e. business lines are separated into different business units with a senior managerial team on top (GIZ Institute, 2017). This model has been serving the company well but are easily inimitable. 
· [bookmark: _Toc8392001][bookmark: _Toc8391455]Funding and other resource acquiring capacity 
The funding capacity of the company is high and rare as exhibited by its valuation. As shown in the graph below, the valuation history (orange line) shows that the company has strong capacity in acquiring financial and other resources (CB Insights, 2019). 
[image: 1-uber-didi-val-august-2016]
The COO (Chief Operating Officer) is the daughter of the CEO of another technology giant in China – Lenovo. She is also the former COO of Goldman Sachs in Asia Pacific. The invisible resources of Didi is overwhelming. 
· [bookmark: _Toc8392002][bookmark: _Toc8391456]R&D capacity 
Didi has a large engineer team screened by highly challenging recruiting processes. Many of them are former employees of successful internet companies such as Baidu and Alibaba. The R&D capacity of the company is strong. 
· [bookmark: _Toc8392003][bookmark: _Toc8391457]Promoting capacity
Didi reached its first 100 million user milestone within 2 years after establishment. The company has many promotion activities that are now the textbook cases in Chinese business schools. With the support from major internet companies, Didi is able to display is advertisements directly on several of the largest social networking platforms in China. 
· [bookmark: _Toc8391458][bookmark: _Toc8392004]Profitability capacity 
The estimated profit loss in 2018 fiscal year of Didi is around 500 million USD. The profitability is the issue of many internet companies. Its global competitor Uber has just gained positive profit in 2018. The VRIO of the company based on above analysis and other reports is summarized in the chart below. 
	　
	Value
	Rarity 
	Inimitability 
	Organizational

	Scale
	√
	√
	√
	√

	Reputation
	×
	√
	√
	√

	Organizaional management 
	√
	×
	×
	√

	Resource acquisition 
	√
	√
	×
	√

	R&D
	√
	×
	×
	√

	Promotion
	√
	×
	×
	√

	Profitability 
	√
	√
	√
	√





2.2. [bookmark: _Toc8392005]Micro environment analysis of Didi – Porter Five Forces Analysis
The porter five force analysis consists the bargaining power of buyers, suppliers, market entrants and substitutes, together with existing rivalry. 
· [bookmark: _Toc8392006][bookmark: _Toc8391460]Bargaining power of buyers
The buyers i.e. the customers in the market has low bargaining power as Didi has become the monopoly in the market. In the market expansion time of Didi, customers could obtain coupons or promotions every time they use the service. As the market expansion has almost completed, cost of acquiring new customers become lower, which lowers the bargaining power of customers. 
· [bookmark: _Toc8392007][bookmark: _Toc8391461]Bargaining power of supplier 
The suppliers in this case are the drivers and car owners providing the services on the Didi platform. As Didi is providing a service other companies can also provide, the bargaining power of the suppliers is high. This is why the sharing percentage of the gain for the car drivers and owners is still high at the moment. 
· [bookmark: _Toc8391462][bookmark: _Toc8392008]Marek entrants 
The market entrants can hardly compete with Didi at all market segments from low-cost car hailing to premium car hailing. However, the possible market entrants can adopt the strategy of taping the needs of specific market segment. Market entrants with the state-owned enterprises in Chin as investors have significantly higher funding capacity. The power of market entrants is high. 
· [bookmark: _Toc8392009][bookmark: _Toc8391463]Market substitutes 
There are almost no substitutes for the online car hailing services at the moment. As the customer habit being formed, with the monopoly position of Didi, the power of the market substitutes is low. During the publicity crisis when one of the Didi customers was killed, many customers were looking for substitutes of the Didi. However, except for the conventional taxi service there was no other alternative of Didi in many regional and local markets. 
· [bookmark: _Toc8392010][bookmark: _Toc8391464]Existing market rivalry 
As Uber China being acquired by Didi, and many other online car hailing service providers enjoying marginal market share, the power from existing market rivalry is medium. It is possible that by tapping into specific market segments, some competitors in the market can grow into competitive position against Didi. However, the investors in the market may not support the rising competitors as they were supporting Didi as Didi is now being invested by many leading investors in China as well in east Asia (Ko, 2019). 
The Porter Five Force analysis is summarized in the following graph. 
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2.3. [bookmark: _Toc8392011]Macro environment analysis – PEST Analysis
PEST analysis is the assessment of the political, economic, social and technological factors that are influential to the enterprise. 
· [bookmark: _Toc8391466][bookmark: _Toc8392012]Political 
Political factors are crucial for enterprises. It is even more important for Didi as the company is now the monopoly in the Chinese market. 
The political environment in Chin is stable. During recent years the central government is putting looser regulations and lowering the entry requirements of many industries. In 2018 the central government launched a series of tax reduction and exemption policies for private companies. Didi was selected as the shining example of the Chinese rising sharing economy (Fang, Huang and Wierman, 2017). The overall political environment is generally positively affecting the company.
However, the scandals and crises of the company, as well as its monopoly position in the market have attracted high level of attention from regulatory bodies of online service in China. As Didi is impacting many local taxi businesses, many local governments have been strongly against the company. As a response of the scandals happened in the services provided by the company, CEO and COO of Didi have been called by the regulatory bodies several times to explain their current pricing strategy and justify their effort in maintaining the security of customers (Sui-Lee Wee, 2018). 


· [bookmark: _Toc8391467][bookmark: _Toc8392013]Economic 
The Chinese economy is experiencing a consumption upgrade with the proportion of service industry continue to increase as shown in the figure below (World Bank, 2019). Though the GDP per capita growth has slowed, the disposable income of Chinese is still increasing. 
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已生成极高可信度的说明]
The car hailing services provided by Didi and its competitors have changed the way how Chinese commute and travel. With the consumption upgrade ongoing, more people are welcoming the car hailing services. 
· [bookmark: _Toc8391468][bookmark: _Toc8392014]Social 
In the Internet era, people's way of life and consumption concept compared with the traditional society has been very different, e-commerce has become an indispensable tool for people to use in all aspects. China has high mobile internet penetration especially in the developed cities. People are accustomed to use mobile based services in daily lives. In addition, people pay more attention to the quality of life, car hailing service as a convenient and comfortable transportation method has become the option of more and more Chinese (Goldman, 2017). On the one hand, the current traffic situation of China's big cities is still worsening with poor public transport and infrastructure construction. Before the time of Didi, many Chinese found it extremely difficult to get a taxi with normal price. 
· [bookmark: _Toc8391469][bookmark: _Toc8392015]Technological 
Technological factors are demanding Didi to catch up with latest technological development agilely. The rising and wide application of mobile internet technology was the underlying technological factor that Didi could be founded in the beginning. The company has been providing more accessible services than its competitors, based on its strong technological engineering team. The rising of Big Data technologies and cloud computing technologies have been providing the companies with competitive advantages as it has enormous user base. The wide application of mobile payment technology was the technological factor that Didi can become a national level service provider. With the emerging artificial intelligence and deep learning, Didi is facing another wave of challenges on whether it can fully leverage the power of these technologies (Zhu, Li and Zhou, 2018). Many car hailing service providers in the world are using these technologies to better predict the needs from the customers and better allocate the car resource. 
· [bookmark: _Toc8391470][bookmark: _Toc8392016]Sum-up of internal and external analysis 
The internal and external analysis of Didi shows that the company is facing certain challenges from the external environment such as the regulations and market entrants. The company also have many opportunities such as the emerging technologies. The company is now dominant in the Chinese market and expanding in overseas market. Based on the above analyses this report formulates a SWOT analysis of the company in the following part. 


2.4. [bookmark: _Toc8392017]SWOT Analysis
	Strength
	Weakness

	1. Dominant position in the market
2. Strong organizational management and organization operating capacity
3. Strong funding capacity
	1. Degrading reputation
2. Low profitability
3. Low loyalty of drivers and customers

	Opportunity
	Threat

	1. Emerging technologies that could change the industry
2. Consumption upgrade in China
	1. Market entrants with strong capital endorsement
2. Stricter regulation
3. Could be involved in anti-monopoly investigation





3. [bookmark: _Toc8392018]Strategic Intent of Didi 
The profitability of the company is not comparable with its customer base with more than one hundred million users and more than ten million premium service users. Despite its dominant position in the market, the company may find serious business development issues if the company failed to offer trust worthy one-stop transportation services to the customers. That is to cover car hailing, car rental as well as part of public transportation in the market. The company cannot maintain its funding capacity unless it can continue its user base growth. 
The mission of the marketing plan and objective setting are thus stated as: Didi should expand its user base to three hundred million and become the globally largest one-stop transportation service provider. In every market segment of the transportation the company should aim for a penetration at least at 40%. The profitability of the company should be enhanced 5-10 folds comparing with current situation. 
Based on the SWOT analysis, the marketing objective should aim at diversifying the business lines of the company as to penetrate into more market segments supported with growth strategy. This means that the company should leverage its dominant position in the market to gain market share in more market segments such as share bus, share bicycle and so on. By tapping into the public transportation market segment, the company can explore effective negotiation with central and local governments by investing in transportation infrastructures. 


4. [bookmark: _Toc8392019]STP of Didi in Chinese market 
STP is to define the market segmentation, targeting market and positioning of Didi in China.
· [bookmark: _Toc8392020][bookmark: _Toc8391474]Segmentation
The segmentation of the market is based on the income level of customers as this directly influences the willingness of customers to frequently use the car hailing services. The income inequality in China is large in different cities. The purchasing level of citizens in different cities also vary largely. As can be seen from the graph below (STATISTA, 2017), the consumption expenditure largely varies in across the country.
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已生成极高可信度的说明]
The market segmentation is based on the consumption level and income level of each city or region in China as high income and high expenditure market segment, middle income and middle expenditure market segment, low income and low expenditure market segment. 


· [bookmark: _Toc8392021][bookmark: _Toc8391475]Targeting 
As the monopoly in the national market, the company should develop diversified strategies with different market segments. The low income and expenditure, as shown in the graph as grey and white areas should not be the prioritized target market segments. The high and middle expenditure level market segments should be the priority of the company. According to the reports published by Didi, the majority of the user base of Didi is in the more developed cities in China. 
The company should develop more products such as tailored car hailing service based on data analytics in the high-end markets in developed cities in China as the user base in these regions are of higher value, which can potentially enhance the profitability of the company. 
The company should develop more cheap products such as sharing bus for middle and low-end markets to maintain its dominant position in the market. 
· [bookmark: _Toc8392022][bookmark: _Toc8391476]Positioning 
Didi should position itself in the national market as the one-stop solution for all transportation services, which is once Chinese needs to transport to another place, Didi can offer at least one product. 
Didi should position its products as technology savvy in developed cities with some latest technologies imbedded such as artificial intelligence. The positioning in the high and middle end markets should be the product that can meet the needs from customers from all levels and with significant special features in the product such as smart prediction on next tour. 
Didi should position its products in less developed cities as being the more accessible and trustworthy product comparing to regular taxi services. 
5. [bookmark: _Toc8392023]Tactics – 7P Model 
The 7P model is a comprehensive model for building a practical marketing mix. Based on the analyses conducted above and the strategic objective setting the market plan, this report formulates the tactics of the marketing plan implementation with 7P model in the following. 
· [bookmark: _Toc8392024][bookmark: _Toc8391478]Product 
The product from the company should be more diversified from several perspectives. The product in every market segment should be enhanced on ensuring the security of the customers such as adding the button of one-click alarming. 
Diversification according to different market segments 
According to the location of the user, the products i.e. the online platform should exhibit different user interfaces with minor differences on the prioritize functions on screen. For example, in less developed market segments, the priority of information shown on the screen should be the price or money saved by using Didi. In more developed market segments, the priority should be the convenience such as the time saved by using Didi service. 
Diversification on the product line
Didi should expand its product lines into more long-tail market segments such as bycycle sharing and bus sharing. The product lines developed for these market segments can complete the platform as being the one-stop solution for transportation. 
· [bookmark: _Toc8391479][bookmark: _Toc8392025]Pricing 
A dynamic pricing strategy should be adopted according to the analyses. As in different markets, the pricing strategy should also be different. In the more developed markets, the pricing strategy should not be focused on the low price but on the convenience of the product. For example, Didi can adopt more radical pricing strategies to increase the loyalty of the drivers, so that it can maintain the high-quality car owners and drivers. In the less developed markets, the pricing strategy should be maintained at being competitive comparing to local taxi services. 
· [bookmark: _Toc8392026][bookmark: _Toc8391480]Promotion 
The priority of the promotion is one the safety of using Didi services. The company should leverage the online social media platforms to enhance its brand reputation. The company should work closely with stakeholders such as local regulatory bodies and governments to develop industry standard on how the safety of both the customers and drivers can be guaranteed. The company should also collaborate with the public sector to address issues in public transportation such as using big data to address the traffic jams in rush hours. The company should fully promote on its effort in ensuring the safety of customers and drivers, as well as fulfilling its social responsibilities. 
For the market development of the products, the company should adopt the scenario-based promotions. The promotions based on scenarios are those can connect the customers with the company through scenarios in which the service is used. For example, in the Chinese New Year, transportation to home is hard to be sought. Didi at this time can promote on its hitchhike product that Didi can safely take its customers back home. 
· [bookmark: _Toc8392027][bookmark: _Toc8391481]Placing
The placing in this case is primarily the mobile payment solution provider. Being the major investor of Didi, Tencent mobile payment has been the major mobile payment solution provider of the company. Despite the service also supports other kinds of mobile payment, it is important for the company to further loose its dependence on third-party payment solutions. The company should now invest in more mobile and online payment solution providers to increase its bargaining power against the large mobile payment platforms. 
· [bookmark: _Toc8391482][bookmark: _Toc8392028]People 
The human element is crucial for fulfil the marketing objectives. As a service provider company, the human element is even more important. Staff quality is the foundation of brand building. All competition in the market, in the final analysis, are the competition of talent, and the competition between brands is even more so. The human factor should be put in the core strategic position. The company should emotionally respect the staff and treat them equally in the work. The company should realize that the fulfillment of its marketing objectives is crucially depending on the staff as the most important asset. 
The other human element is the drivers and owner of cars and customers hailing the cars. As a platform connecting these people together, the user experience of these people is crucial. The user experience will directly affect the consumer's impression of the brand. However, the user experience is a kind of pure subjective feeling established by the user in the process of using the product, which needs the brand to be gradually optimized and perfected in practice. 
From the reports on some of the issues between customers and drivers, it is clear that Didi is emphasizing more on the customers. The company should conduct more soft management to the drivers using the platform. To solve the security issues, the company should use various technologies to enhance the background check of the drivers instead of directly channeling the loss from customer complaints to the drivers. 
The company should develop products for more types of customers based on its monopoly position in the market. For example, there is no optimized services for the handicap people and senior citizens. The company should take care of the needs from these relatively smaller customer groups to enhance its brand image and fulfill its social responsibility. The brand image of the company is the key part in effectively carrying out the marketing plan. 
· [bookmark: _Toc8391483][bookmark: _Toc8392029]Process
The process of carrying out the marketing mix is to be monitored via various tools from the top of the company. As the strategy is maintain the position of the company in national market, and to regain its reputation in the next few years, the process should be involved with teams across the company. The marketing plan should be initiated and led by senior managing teams to ensure the effective implementation. 
· [bookmark: _Toc8392030][bookmark: _Toc8391484]Physical evidence
Didi has been providing mobile and online services for its customers, making the company virtual without physical evidence. To enhance the effect of promotion and the entire marketing plan, the company should establish experience stores in major Chinese cities. The experience stores could be designed for demonstration of its latest cooperation with public sectors. For example, the company can demonstrate its latest cooperation with public transportation service in Beijing to map out the traffic heat maps in rush hours as shown in the graph in the following (Will Chen and Nie, 2017), which can be used to better design the bus routes.
[image: Related image]
The experience stores can also be used for its premium users for offline activities such as demo experience of its premium car fleets or test drive of its auto-drive cars. 


6. [bookmark: _Toc8392031]Marketing plan monitoring and process control 
The monitoring of the marketing plan should be directly supervised by top management team of the company as led by COO or CEO. The detailed monitoring process should be designed with key indicators such as social media exposure, customer satisfaction, customer awareness and so on. 
Possible issue in the process and solutions 
The first issue is that the public image of the company may further degrade if the promotion goes too far. The renouncing effect from the public may not produce empathy to the company but become harsh critics on the company as being monopoly. This can be partially resolved by showing the resolutions and attitudes from the top managers from the company. The company should appoint one or several high-ranking managers to show in the public domain such as TV shows or online platforms to explain and show the company’s attitude towards its objective as to provide safe and convenient services to the customers. 
The second issue can be the pressure from the investors. As the profitability of the company is still not positive at the moment, the company many face issues of fund raising from investors to support its marketing strategies. This issue can be possibly resolved by enhance the profitability of the products that have high market penetration such as low-cost car hailing services. 


7. [bookmark: _Toc8392032]Conclusion 
This report concludes that the situation of the leading online transportation service platform Didi is facing threats from many aspects. The dominant position and strong funding capacity of the company has been the competitive advantage of the company. However, the degradation of company’s reputation has created opportunities for its competitors. To maintain the market position and enhance the profitability of the company, this report proposes a marketing plan based on 7P model to focus on high and middle end markets. The company should adopt diversification of products strategy to enhance its market position and profitability. The company should initiate and monitor the implementation of the marketing plan from top management level to maximize its public image restoration. The marketing objective can only be achieved with the proper control and monitor. 
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