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Project objectives  

China is a country with great potential for future development. Now entering the Chinese market is a very good time. However, as a new entrant, chasing opportunities to win more Chinese customers is very important. This requires full preparation and investigation work in the early stages. In this report, I will analyze the flavor and fragrance industry through different academic theories and consulting methods. In the end, I will give the correct way to entering the Chinese market.
This report will take 7 weeks to achieve. 



Project justification
There are many opportunities in China market, on the other hand, there are a lot of challenges. If S company is going to enter China market, we should think what advantages we have, what should we do that can catch more customers and more opportunities in China. A correct and achievable plan is very significant. This report includes 3 theories to show the process. At the end of the report, there will be the best way and my suggestions that S company could do.    

Business Case and Approach 

Business Case:
Innovation and Branding of Givaudan

Givaudan (pronounced [ʒivodɑ̃]) is a Swiss manufacturer of flavors, fragrances and active cosmetic ingredients. As of 2008, it is the world's largest company in the flavor and fragrance industries. 
[ "Flavor & Fragrance Industry - Top 10", 2017]
In 2004 the company expanded its operations in China, which had been in place since the 1990s. [ "Givaudan Smells Opportunity in China", 2015.]

Those are 4 strategies that Givaudan made when they were going to enter China market. Therefore, S company and Givaudan have same objective. The strategies of Givaudan could be the reference for S company.  

1. Develop, with customers, ready-to-use solutions
 Givaudan works with downstream customer to translate their needs into flavour solutions. e.g. Taste Solutions and Taste Essential

2. Understand Chinese consumer’s desire
Givaudan China worked with culture experts, traditional medicine specialists and consumers to understand how flavors in traditional Chinese medicine to be associated with attributes in beverage.

3. Participate in industry summits and forums
Participate and present at several summits, including China Flavor & Fragrance Summit, China Seasoning industry Development Forum, annual conference of China association of Fragrance Flavor and Cosmetic Industries, etc.

4. Collaborate with academy and university
Givaudan vistited and hosted seminar with staff of institute of Microbiology Industries, Chinese Academy of Science in May, 2012.

5.Givaudan cooperated with Department of Chemistry, Fudan University or research of spices molecules (basic unit flavors) from 2009-2010.












business model canvas 
“A business model describes the rationale of how an organization creates, delivers and captures value”( Osterwalder and Pigneur, 2010).



1. CUSTOMER SEGMENTS  
S company opportunities to Win Customers
Drive Penetration
Replace Incumbent Suppliers
Expand in New Product Development

[image: ]

In this chart, I separated the potential customers into three parts. The following report is going to analyze those customers in China.

I will identify opportunities within a matrix of 10 product line and 8 customer segments. This chart shows what kind of flavors and spices did S provided to customers in India and other countries.


	
	Processed Meat and Seafood
	Food Service and QSR
	Savory Snacks
	Sweet Snacks
	Flavors
	Seasoning
	Flavored Tea and Beverage
	TCM/Nutra

	
	
	Chain restaurant,
QSR,
Onsite canteen.
	Noodles,
Soups,
Potato snacks,
Soybean snacks,
Meat snacks,
Seed and nut snacks.
	Biscuit,
Candy and
Confectionary.
	
	Spice and blends,
Sauce and mayonnaise,
Other seasoning
	
	

	Oleroresins
	
	
	
	
	
	
	
	

	Essential oils  
	
	
	
	
	
	
	
	

	Natural colors
	
	
	
	
	
	
	
	

	Tea extracts
	
	
	
	
	
	
	
	

	Coffee extracts
	
	
	
	
	
	
	
	

	Vanilla extracts
	
	
	
	
	
	
	
	

	Natural antioxidants
	
	
	
	
	
	
	
	

	Crushed/ground spices
	
	
	
	
	
	
	
	

	Lutein 
	
	
	
	
	
	
	
	

	Clove bud oil
	
	
	
	
	
	
	
	



[bookmark: _GoBack]The potential market for Indian spice companies to choose from is huge. There are 206 food processing companies in Northern China, of which 93% are large companies, and in South China there are 404 food processing companies. The Indian spices used are mainly pepper. Vegetable oils, spices, shortening, citric acid, sodium sorbate, etc. Among the processed food products in the food industry, the output of meat, fish, poultry, snacks, beverages and soy products ranks in the front row. Therefore, S should force on food industry in China. What’s more, Oleroresins, Essential oils and Natural Colors have more market in China, so if we have advantages in these three products, S could go very well in China. 

2. CUSTOMER RELATIONS

“Your network of “relationships” is like a bank, “face” is the money, and “giving gifts” is the way in which you conduct your deposits and withdrawals.”
–James Tan, Sales Manager, Manufacturing Industry, China

Due to the autocratic nature of Chinese governing systems and methods, there has always been a lack of fair and reliable social and legal institutions within China. Because of this, Chinese people today often feel that they are only really able to truly trust and rely on their closest friends and relatives (Sean Upton-McLaughlin,2013).
Since S is newly entering the Chinese market, the relationship with Chinese customers is in a development stage. In order to get more orders, it is very important to employ Chinese sales staff with years of sales experience. In addition, cooperating with dealers is a sales method that most multinational trading companies choose for getting more orders and customers. Cooperating with local distributors can help newly-entered multinational corporations resolve issues with the local government.

3. DISTRIBUTION CHANNELS

S has dealers and distributors in India and other countries. However, according to company status analysis, expanding the company’s market share in the Chinese market is S company’s most important goal in recent years. Monopolizing all distributors and agents will increase the company’s investment in the Chinese market and affect the company’s market share. Selective monopoly is the best distribution method for a company entering a new market. 


4. VALUE PROPOSITION

S is a company that produces pure natural flavors and fragrances. Its value proposition is to produce high-quality pure natural, chemical-free flavors and fragrances, so keeping its characteristics is its advantage in the Chinese spice and flavor market.

“We are constantly looking to improve our performance and better the quality of life, by improving the quality of food. We are replacing synthetic additives, colours and flavourings with natural alternatives. This ensures better health for our consumers and a better world to live in”（S official Web）.

5. STRATEGIC PARTNERS

"Relationship" in China is a complicated thing. The characteristics of business activities in China are "relationships," which include relationships with government agencies, investors, partners, and even S’s own employees. In India, because of having good relationship and support with Indian government, S could develop very well. Therefore, it is very important to measure the network of dealers and agents in the industry.

6. KEY ACTIVITIES

S Mainly expand customer base by participating in exhibitions, industry summits and forums. In recent years, S attended IFT, etc.


“IFT organizes, supports, co-sponsors and hosts several meetings in its effort to provide the food community an opportunity to exchange ideas and information.” (Chicago, 2017)

 7. KEY RESOURCES

“At S, they have integrated backwards. Farmtech, their raw material sustainability initiative, works closely with the local farmers and provides them full education and support. Farmtech maintains the farmer data and follows a coding system for their produce. This allows us to extend our control over the quality of the raw ingredients and maintain complete traceability.”

“In the Spice Industry, S is the pioneer of supercritical carbon dioxide extraction. At S, they use Supercritical Fluid Extracts (SCFE) to produce plant extracts which replicate spice characteristics while causing negligible thermal impact.”

8. SOURCES OF INCOME

S group is a multi-business conglomerate with a diversified portfolio of businesses spanning bio-ingredients, spices, farm-tech, hospitality and wind energy. From 1992, S started to invest real estate industry.

In 1992, S created India’s first luxury serviced apartment hotel, Riviera Suites, which became an epitome of luxury sojourns in Cochin. Carefully crafted to offer the best of urban living in an idyllic surrounding, Riviera Suites is the destination for a relaxing and refreshing stay in Cochin.



9. COST STRUCTURE

House rental fees, employee salaries, participation in exhibition fees，China Office Registration Fee ，etc. China's import tax on flavors and fragrances is generally 7% tariff and 7% tax on consumption tax. 

Porter’s five forces:

“Porter's Five Forces Framework is a tool for analyzing competition of a business, which include Bargaining power of Buyers, Bargaining power of suppliers, Threat of new entrants, Threat of substitute products or services, Intensity of competitive rivalry” (Michael E. Porter, 1979).

Bargaining power of Buyers

The particularity of spice products determines that the number of concerned groups of such products is very small. From the perspective of categorizing products according to consumption habits, spice products do not belong to any of convenience products, shopping items and non-eager items. They belong to special products, and customers purchase them because they have special needs. The properties of the fragrance product itself correspond to the unity of its buying group, so the company’s commodity trading is B2B. For a long period of time, the fragrance products have not formed a buyer's market in the global market, especially in the Asian market and the Chinese market. This allows related spice manufacturers to invest most of their costs in the quantity and quality of production. Buyer’s bargaining power is general. 

Bargaining power of suppliers

Some of the products have our own raw material production base, because the quality of raw materials will directly affect the quality of flavors and fragrances. For some difficult raw materials such as cassia, paprika, imports from Indonesia. The raw material requirements of S are relatively high, and the oil content of raw materials in different production areas will be different. Therefore, the company's current suppliers are suppliers that have long-term cooperation with S, so their bargaining power is relatively strong.

Threat of new entrants

Price disadvantage. In recent years, there are many new flavor and fragrance companies in China. They have obtained a lot of Chinese small-scale food companies through price advantage. Although their technology is far from s, most buyers attach great importance to price. 

Threat of substitute products or services

Natural anti-oxidants have very limited opportunity due to lack of customer endorsement and high cost. Some customers are not likely to switch incumbent suppliers unless new entrants could be more cost effective.

Intensity of competitive rivalry

Key Strengths of Indian players:  1. Advanced extractive technology to produce higher heat unit oleoresin. 2. Cost advantage in capsicum oleoresin production due to low raw material price 3. Highly recognized for black pepper and nutmeg oleoresin products.

Key Strengths of Chinese competitors:  1. Price advantage for paprika oleoresin. 2. Quick response time to customer need and close relationship. 3. Better control over rhodamine B. 3. Quick & stable delivery. 

Hofstede

“The Hofstede model of national culture consists of six dimensions. The cultural dimensions represent independent preferences for one state of affairs over another that distinguish countries (rather than individuals) from each other” (Geert Hofstede, 1967).


[image: ]                           
(www.hofstede-insights.com)
In Hofstede Comparison, the cultures of Individualism and Long Term in these two countries are very different. In individualism, the score of China is 20, the score of India is 48. That means employees in China and Indian may have different requirements. The recognition of employees can increase employee loyalty to the company in China. Giving employees more personal benefits can keep good employees work in company for a very long time in India. In Long Term Orientation, China is 87, India is 51. This shows that the Chinese employees consider more about the future development than the Indians.



Project team 

I am a student in University of Wales Trinity Saint David in UK now. I had learned Business English for three years in China. So, in my perspective, I know the environment, the potential rules in China, and I can understand the thought and culture in China and Chinese enterprises. In addition, through my study in the UK, I have come into contact with some western thinking methods, and I have critical thinking, and analyze facts in a realistic way. I’ve been to India once, and I have some Indian friends, by communicating and getting along with them, I discovered that there are some cultural differences between China and India, therefore, in my report I will not only do the research in ingredients for food flavorings product, but also do some research about culture difference between China and India. 

S is a company specializing in the production of pure natural flavors and fragrances, however, writing a report from the industry requires people who are more familiar with the industry. I did a lot of research on pure natural flavors and fragrances. I have studied related courses on plant extraction in high school, and I have ingredients for food flavorings in daily life. Therefore, I am a person who prefers pure natural ingredients for seasonings or cosmetics. 

My network is also quite extensive. I have internal friends in some Chinese companies that purchase flavors and fragrances. They can provide very valuable information for my future research， because we all know that understanding the buyer's psychology is very helpful for our future development strategy into China. 

In the end of my report, according to my research and analyze, there will be some strategies that useful for S entering China market.

As a consultant, I will follow the ethics of my job, I will never ever leak any business secrets to any other business companies. I will complete work tasks as planned, work 5 hours in each day. 
Planned communication strategy 

	Week
	Content
	Communication Details

	Week two
	S management interview
(one hour)
	Q: Could you tell me what is the expected investment of the company for entering the Chinese market?
A: $ 40，000，000 to $ 47,000,000

Q: Could you tell me   what is the company’s expected completion date for my mission?
A: Please complete as soon as possible within three months.

Q：  Could you tell me what is the main product and best seller of the company?
A：Paprika, Capsicum.


	Week three
	Customer interview
(one hour)
	Q: What kind of product do you prefer?
A: We primarily use oleoresins and essential oils, although occasionally we use powders as they create more natural taste” - R&D (research & development) Department, Shuanghui Group.
We are price sensitive, so we prefer to use synthetic colors. I don’t think we’ll adopt natural color extensively in the near future unless the policy requires us to do so” - Procurement Department, Delisi Group


	Week three
	Customer interview
(two hours)
	Q1: Have you changed suppliers in the past 12 months?
Q2: Please rate the overall satisfaction level of your current suppliers.
A: “Currently we are quite satisfied with our suppliers and we have developed sound long-term cooperation. They can do customized R&D for us. I don’t think we’ll change supplier because it’s risky.”   Director/VP, Jinluo Group.
“We evaluate our suppliers every year and if new suppliers can enhance quality, delivery or price, we’ll take them into consideration” - Procurement Department, Delisi Group.

Q: Please rate the top 3 selection criteria of natural ingredients suppliers?
A: “R&D Capability is our first selection criterion. Our oleoresin/essential oil suppliers must be able to help us conduct products improvement and innovation.” - Director/VP, Jinluo Group.
“We welcome new types of taste and are interested in special spices as long as it’s favored by customers.” “We expect new suppliers to offer cooked food with their oleoresin/essential oil added rather than just bottles of sample products.” - Director/VP, Jinluo Group.  
“Chinese consumers of different regions exhibit very different taste; we hope that our suppliers can develop region specific tastes.” - Procurement Manager, Zhongpin Group.   

	Week four
	Competitor interviews
(two hours)
	Indian competitors: “Akay has the lowest pectin level among Indian peers, but its rhodamine B level still exceeds 5ppb” – Sales Manager, Henan Beite. 
“The quality of Akay’s capsicum oleoresin is consistently reaching required heat level” – Sales Manager, Shandong Labeier.

“Among all foreign players, Plant has the widest, and the most chaotic distribution network in China” – Sales Manager, Henan Beite 
 
“We were not satisfied with Kancor’s heat performance and its price is relatively higher for such heat level, so we seldom purchase Kancor now” – R&D Engineer, Mane.

Chinese competitor:
“ Chenguang is clearly the #1 player in global Paprika and Capsicum market and has a good control over rhodamine B level ” – Sales Manager, Henamen Beite 













Project plan 
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Research methodology 

Interviews can be defined as a qualitative research technique which involves “conducting intensive individual interviews with a small number of respondents to explore their perspectives on a particular idea, program or situation.” （Boyce, C. & Neale, P，2006). 

Benefit of interview: 

1.“Accurate screening. Face-to-face interviews help with more accurate screening.
2. Capture verbal and non-verbal ques. A face-to-face interview is no doubt going to capture verbal and non-verbal ques, but this method also affords the capture of non-verbal ques including body language, which can indicate a level of discomfort with the questions.

3.Keep focus. The interviewer is the one that has control over the interview and can keep the interviewee focused and on track to completion. 

4. Capture emotions and behaviors. Face-to-face interviews can no doubt capture an interviewee’s emotions and behaviors.”
                                                   (Susan.E,2014)
                              
I use interview method not only because the reasons above, but we also know each other before, and they can tell me some of the more valuable information in business.


Costs 
Every face to face interview 70 pound per hours. Total interview fee: 490 pounds.  Total report 1000 pound.  

Quality assurance, risk management and ethics

According to the needs of the company, this report analyzes and solves the company’s problem of entering the Chinese market. All interviews are about business, interviews didn’t attach provisional questions. There is no illegal questions and information in every interview. I promise, all the information will not be disclosed to any other company. 

Benefits to the company

In my perspective, entering a new market, understanding the customers in that new market is the most important thing. Hence, in my report, there is a comprehensive analysis of potential customers. Therefore, this report made good preparations for S entering the Chinese market. What’s more according to my research, I gave the future strategies and suggestions of entering Chinese market. Those are very helpful for S. 

Research results 

From Hofstede Comparison, it is clearly shows that the culture between China and Indian is very similarly, however, there are still different. Therefore, close communication between China and India is very important and it is very important to separate management methods. 


From STRATEGIC PARTNERS in Nine stages model, we could see good partners is very significant, the establishment of China's relationship network can’t be separated from the help of dealers.

From the interview with some potential buyers in China, the result are natural anti-oxidants have very limited opportunity due to lack of customer endorsement and high cost，customers are not likely to switch incumbent suppliers unless new entrants could be more cost effective, customer expects suppliers to offer comprehensive and ready-to-use solutions for trial use. Therefore, minimizing and reducing the cost of our products, developing new and competitive products is what we need to do next.

Proposed Strategy 

1. Develop a customer life cycle strategy for each major customer

Keeping a long-term relationship with customers is very important in China. Using CRM system to manage the dynamics of customer life cycle could be a way to have a longer cooperation with customers and catch new potential customers. 


2. China Branch Strengthens Communication with Indian Headquarters

Increase the exchange through the means of meetings, conduct business return once a week, conduct a quarterly summary every quarter, and open a year-end summary meeting at the end of each year. Conduct staff training, cultural training for foreign employees and managers of Chinese branches to reduce cultural conflicts within the company.

3. Expanding the company’s popularity in the Chinese flavor and fragrance industry

As a new enterer, establishing an official website in China and publish corporate dynamics and product R&D results through online channels. It also categorizes and describes in detail the production and processing procedures of the company's products, the composition and quality of the products.

4. New product development

Our customers are price sensitive, therefore, reducing costs is the easiest way to decrease price, grade products can provide customers with more choices. The innovation of better Oleroresins, Essential oils and Natural Colors could be the first task to achieve.  Grade the same flavor, re-price the product based on its quality, oil content, etc. On the other hand, strong our innovation group to innovate new competitive products. Same as Givaudan cooperate with Chinese university could be a good way to expand the innovation team.

5. Participate in industry summits and forums

Participate and present at several summits, including China Flavor & Fragrance Summit, China Seasoning Industry Development Forum, annual conference of China association of Fragrance Flavor and Cosmetic Industries, etc.
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