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1. Executive Summary

Cooke Aquaculture operates a successful salmon exporting business, centralised and vertically integrated in Scotland. It currently exports to the EU and western markets. This study identifies a strong market for its quality brand in China, which is relatively untapped. There is medium risk to this venture, particularly from political, legal, exchange rate and cultural misunderstandings. Analysis of business strategy suggests a transnational structure with strong local partners and training for cultural awareness at all levels of decision makers would help to avoid mistakes made by other entrants to the Chinese market, such as McDonalds. Marketing should be focused online and begin with smoked salmon in key cities, using locals to promote and involving them in feedback and adjustment to the product offer according to Chinese taste. An analysis of brand positioning finds a number of exporters may target the same field so Cooke should use ethical and environmental standards to differentiate their product. It is advised that Cooke go through the journey of vertical integration by engaging local partners first and managing risk in the first two years of operation, whilst ensuring farming techniques will work in China, before expanding further. 



2.	Corporate Global Vision and Goals
Cooke Aquaculture is a leading Scottish fish farming company. Cooke’s website uses the description: “unique in the Scottish salmon industry, being the only one to propose three product lines: Organic, Label Rouge and Superior Scottish salmon” (Cooke Aquaculture Scotland, 2018). As well as this niche, Cooke value quality, sustainability and environmentally-friendly practices. Cooke’s mission is:
“To build an integrated aquaculture company
To deliver value
To provide high quality products” (Cooke Aquaculture Scotland, 2018).

Cooke has world-wide exporting ambitions. This suits the strategy to farm quality, high end products to target small, niche markets, spread across many countries. A summary of the current trading position and other details can be found in figure 1, which shows the company in a healthy position. According to the annual report and financial statements, Cooke has strongest growth in European sales, and is making significant financial investments in upgrading fish farm facilities in the north of Scotland (Cooke Aquaculture, 2017). A new focus in exports to China will be a challenge considering so much of the companies’ strategy has been western orientated in recent years. 

Rakvåg and Sandøy, in an analysis of Norwegian Salmon producers, identify six factors for success when considering corporate culture in regard to exporting to China. These are: presence, relations, approach to new relations, human resources, types of contract, and branding and reputation. (Rakvåg and Sandøy, 2017). 
Figure 1: Summary of Cooke Aquaculture Scotland 
	Products
	Salmon, whole fish, fillets, portions, fresh and frozen.
	Source: Cooke Aquaculture Scotland Limited (2018)

	Markets
	The UK, USA, Canada, continental Europe – Cooke’s largest market (50% of sales), Asia and the Middle East. No current sales to China.
	“      “

	Segment
	Fish suppliers. High quality. Premium, niche, high end fish markets.

	“      “

	Targets
	Increase value of exports; diversity product portfolio; increase market presence and reputation. 
	Miller (2017)

	Current debts:
	Current profits: £64m on Sales of £125m
Current Debts: £52m held in £ sterling on floating exchange rates.

	Cooke Aquaculture Scotland Limited (2017) 


	Status
	Limited company, owned by Cooke Aquaculture Group, Canada.
	Miller (2017)



Underlying corporate culture in China, behind individual companies’ vision and goals, is the concept of guanxi. Guanxi in business is about relationships. The Chinese expect to trust their business partners, to discuss with them wider matters such as the long term development of a community where Cooke might open a new processing plant. These personal relationships help with links to government officials as well as suppliers, and feed through in the reputation of the company amongst buyers in the market (Foreign and Commonwealth Office, 2017). 
[bookmark: _GoBack]
The corporate vision of Cooke shows potential for impressing Chinese partners because of the importance given to sustainability. Nevertheless, the operation is currently focused in terms of goals of the company itself. A new strategy for penetrating the Chinese market including recognition of the wider, long terms benefits for the Chinese business and wider communities would help to gain reputation and business partnerships in China.



3.	International Business/ Organisational Structure
The current business structure of Cooke Aquaculture Scotland Limited is vertically integrated (Miller, 2017). Indeed, the company states on its website that its mission is to “build an integrated aquaculture company” (Cooke Aquaculture, 2018). To understand if this is appropriate for the nature of the business and this proposed expansion into the Chinese market, the concept first needs to be understood together with the history of the company.

3.1 Concept of vertical integration
Vertical integration is where the company controls supplies and operations by directly owning them. Usually the management style of the company which is also integrated and reflected in organisations such as corporations (Stuckey and White, 1993). Vertical integration may be naturally promoted through trade liberalisation (Bache and Laugesen, 2016), particularly where headquarters of the integrated parts are concentrated together. However, different patterns were observed in different firms. Some of the important aspects of vertical integration are shown in the figures below and interpreted in the bullet points which follow.

[image: ]
Figure 2: Criteria for integrating decisions. Source: Stuckey and White, 1993
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Figure 3: Vertical market structures. Source: Stuckey and White, 1993

Possible gains from Vertical integrations:
· It helps the company forward integrate in a new or young market;
· The market is risky or unreliable so integration keeps supplies stable;
· It helps the company muscle in to a market where others have more market share, or 
· It could enable the company to dominate the market and make it hard for others to enter.

Possible problems from vertical integration:
· Contracts to overcome risks are complicated and costly;
· Supply/ demand and relationships between buyers/sellers are difficult to predict: vertical structures may find it hard to adapt quickly;
· Vertical investments may be hard to change;
· Management style associated with vertical structures may be inward focused in the company and insufficiently reflect local management expertise.

3.2 Cooke Aquaculture’s journey to vertical integration
Cooke Aquaculture has been on a rapid journey of integration from a series of independent Scottish producers who merged together in 2010, setting up a new, integrated headquarters in Lanarkshire (Miller, 2017). The economies of scale and control over the production process yielded efficiencies over smaller suppliers and helped in ensuring new technologies could be properly and reliably applied. With the integrated company, it was easier to finance more expensive equipment. Export logistics were centralised with a team organising the export and marketing of products worldwide. In 2014 the company was bought by the Cooke Aquaculture group of Canada, but continued very much as a Scottish concern with distinct products. 

3.3 Is vertical integration appropriate for Salmon producers? 
Salmon production is almost completely distributed in the North Atlantic and western side of South America. There has been a trend towards vertical integration in the Salmon producing industry (Kvaløy & Tveterås, 2008). Direct ownership means control of hatcheries, processing and export logistics. With improvements in technology, capital costs have risen which may have encouraged vertical integration.

Hansman, Hjort and Leon (2017) found that in Peruvian fishmeal manufacturers, vertical integration causes higher output and holds for exporters, where there is relatively high demand for high grade products. The competitive Bakkafrost exporters of the Faroe Islands have achieved full vertical integration, but have not yet reached out to the Asian markets. (Bakkafrost, 2018).

Vertical integration is not the only way to safeguard expensive assets and transactions. In their analysis of Norwegian Salmon production, Rakvåg and Sandøy identify contractual solutions (Rakvåg and Sandøy, 2017). So there is a clear but not exclusive trend towards vertical integration in Salmon production. But this does not take into account the largely untried Chinese market and what might work best there. 

3.4 Is vertical integration appropriate for a company entering the Chinese market?
Luck (2016) argues that both looser local partnerships as well as vertical integration for companies entering China can both work because with globalisation, organising transportation, supply and marketing are becoming easier; especially so after China’s entry into the World Trade Organisation (WTO) and the subsequent relaxation of foreign ownership restrictions. Foreign direct investment (FDI) is increasingly encouraged by China.

Making local partnerships brings with it a risk that Chinese companies might use the opportunity to build their own enterprises, first through re-exporting processed fish and then developing their presence in the supply chain. They might follow vertical integration themselves and by acquiring Western processors or by controlling raw material supplies. (Towers, 2012)

Fishin, a US based fish exporter to China, has opted for part partnerships and part vertical integration in China (Fishin, 2018). Teams work directly with independent hatcheries and farms; but the company owns processing plants. The purpose of the partnerships is to: “build relationships that we can trust,” and “to better understand the true cost of production” as well as to facilitate the development of Chinese employee training more quickly, enabling an expansion in plants and production volume as a result (Fishin, 2018).

Whilst the risks of entering the Chinese market, and the uncertainty of dealing with Chinese firms, might favour vertical integration, many Chinese favour “guanxi based relationships” (Rakvåg and Sandøy, 2017). The development of long lasting and dependable relationships can be the key to exporting success in China, with flexibility built in to contracts. 



4.	Foreign Market Research
The international market for salmon is strong and growing. Figure 4 graphically shows this growth, and it is noticeable that despite its huge population, China accounts for little of it. This suggests it is a large, relatively untapped market. 
[image: ]
Figure 4: Salmon consumption over the last 19 years.  Source: Brattvoll (2017)

Figure 5 shows the overall market in China against the per capita consumption: which is very low. Hong Kong, by contrast, has a higher per capita consumption equivalent to some European markets, suggesting that different cultural tastes need not be a barrier to sales success in China.  
[image: ]
Figure 5: Total market and salmon consumption per capita.  Source: Brattvoll (2017)

There are strong economic prospects for early entrants into the Chinese Salmon market. Significant risks, particularly political and legal, should be factored into planning. In order to assess the situation a PESTEL analysis was undertaken of relevant recent literature, including OECD, FCO and academic works, to give as broad an analysis as possible of the risks and market opportunities.

Figure 6 shows current strong growth in consumption in China, but with a warning that in future much lower growth might be expected, particularly hitting exporters. However, in general the seafood sector is in good shape and the demand is high in China, which is not able to be fulfilled currently by domestic supply. 

	 
	Average 2014-2016
	Estimate
2021
	Estimate
2026
	Growth
2007-2016
	Growth
2017-2026

	Production kt (tonnes 000)
	64860
	76565
	81451
	4.44
	1.81

	Consumption kt
	56746
	68327
	71017
	4.78
	1.56

	Per Capita kg
	41.2
	48.6
	50.2
	4.24
	1.34

	Exports kt
	7867
	9963
	9963
	1.84
	3.31

	Imports kt
	3428
	2496
	2486
	2.10
	-3.19


Figure 6: Fish and fish products medium term growth prospects in China Source: OECD (2017)
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Figure 7: Seafood exports to China. Source: Timestrip (2016)
China’s top suppliers are almost all situated around the Pacific basin. In 2013, Russia was in first place with a 17.8% share followed by the US (15.3%), Peru (12.1%), Chile (5.3%), Norway (5.1%) and Canada (4.8%), with other seafood imports being sourced from over 100 other countries. However, there is much unknown about the Chinese market with complexity of different local cultural variations and social groups: this makes the market an unknown for Cooke’s quality products. The sheer size of the country makes marketing the brand a challenge.

Operating profit leapt 70% at Cooke in 2016, leaving the company in excellent health and with a serviceable debt (Moore, 2017). However, expanding capacity at their new Unst plant and re-equipping pens carry high costs, so there is a question mark over how far the company can pay for operational expansion costs such as Chinese distribution. 



5.	Risk Assessment
Figure 8: PESTEL analysis
[image: ]

	Political risks

· US tariffs could spark a trade war and the UK might get caught up (Leng, 2017)
· Difficulty getting necessary permissions from local politicians 
· Political control of 5 year development plan might not help free market trade
· UK government credit and assistance might be cut back
· Yuan currency is government controlled and might be devalued, leading to higher costs/ lower profits
· Or it might appreciate, advantaging local Chinese competitors
· Estimated 40% growth in the Chinese production sector with a 7% appreciation in the Yuan – damaging imports competitiveness. Source: Zhang, Xie & Myrland (2017)
· Yuan conversion is not on the open market – but options are improving (Vrondas, 2018) 
· Overall, China is ranked mediocre in ease of doing business and competitiveness. Source: Foreign and Commonwealth Office (2017)
Judgement: Medium risk


	Economic

· Consumption growth is estimated to grow more slowly and exports to China are likely to be hit hardest (OECD, 2016 – See Figure 5)
· Political risks (see above) such as trade war and currency fluctuations effect economic conditions
· Globalisation of fish market with increased trade also brings increased competition
· The Fish market becomes a commodity market of the main fish species/ groups squeezing quality products like Cookes. (Anderson, Asche & Garlock, 2017) 
· Risk with Brexit of interest rate rises which would hit the company since all of the debt is held in floating rate pound sterling (Cooke Aquaculture Scotland Limited, 2017). This would have a knock on effect on company finances and investments in China.

Judgement: Medium to low risk in the short term


	Social

· China ranked 90th UN’s Human Development Index, Incomes lag behind west. (Foreign and Commonwealth Office, 2017)
· However, largest world food market; import growth average 15% 
· Multi-tier layers of market – substantial middle class as well as rural poor. Unknown how far Cooke’s quality products will catch on. Different perceptions of the product in different countries (Miller, 2017)
· Phenomenal use of social networking – opportunity for marketing but also competitors can overtake quickly. (The University of Melbourne, 2016)
· Risk of misunderstanding complex cultural variations within China. Joint local ventures may work well, help penetrate local networks. (Vrondas, 2018)
· Risk of misunderstanding social/ market trends from Marketing HQ centralised in Scotland
· Board may not appreciate the risks in decision making - importance of owning risk – board presence (Deloitte, 2015)

Judgement: Medium to low risk


	Technological

· Proven record using technology for sustainable farming
· Risk of transfer to warmer Asian seas and possible complexity 
· Focus has been on the Unst plant, Scotland and European technology – lack of knowledge of Chinese conditions and technology available a risk
· Increasing costs of new technology might over-stretch liabilities of investment in future.  (Miller, 2017) 
Judgement: Low risk


	Legal

· Cooke has an integrated international setup from Scotland HQ– but there is risk from lack expertise in China
· Local disputes are increasing:  arbitration difficult – better to add terms in contracts
· The Chinese Chop system is vulnerable to seals fraud – essentially identity fraud
· Risk of intellectual property theft, bribery, corruption and scams
· Legal disputes can hold directors liable and place travel bans upon them
· There is a high risk of IT/ Cyber-attack or fraud
· Ethical and legal issues over human rights laws and employees – employers are responsible, so mistakes could lead to legal action. (Foreign and Commonwealth Office, 2017)
Judgement: Medium to high risk


	Environmental

Cooke Aquaculture Annual Report and Auditors declare these environmental risks:
· Under/over supply
· Size of fish harvested
· Weather extremes 
· Sea lice/ Diseases, viruses    (Cooke Aquaculture Scotland Limited, 2017) 
· The logistics of fresh product exports contain environmental risks (Miller, 2017)
· Reputation was damaged in a suspected disease outbreak in Norwegian exports to China (Zhu et al, 2017) 
· For Cooke, the quality niche product reputation would be badly hit by any disease outbreak. However, good use of technology makes this unlikely.
Judgement: Low risk





6.	International Business Strategy
6.1 Models of international business
When considering the right model for a company to adopt for its international operations, it was considered useful in this report to look at the Bartlett and Ghoshal model (Bartlett and Ghoshal, 1989). This model defined four main types of international operation according to the nature and organisation of a company: multi-domestic, global, transnational and international. Multidomestic companies are decentralised with autonomous subsidiaries, whereas global companies are centralised for efficiency, with a hub and spokes operation. Transnational companies are a mixture, with economies of scale in upstream operations and interdependent subsidiaries around the world. International companies are centralised with everything more or less organised around the headquarters. There is a tension between local responsiveness and global integration, and the best balance needs to be achieved for the effectiveness of the company’s operations.

This model was adapted by Verbeke (2013) who defined four types of international business structure: 
· Centralized Exporter: with standardised products made in the home country;
· International Projector: where home country knowledge is transferred to foreign subsidiaries;
· International Coordinator: where products can be made in many countries under a looser arrangement; 
· Multi-centred Multi-National Enterprise (MNE): where local responsiveness is the main strength of the operation (Business to you, 2017). 

Figure 9: Bartlett and Ghoshal’s model of Multinational Companies
Source: Business to you (2017)
[image: ]

6.2 Application of models to Cooke Aquaculture in China
Can Cooke’s integrated model work in China? Johansson and Thelander (2009) researched IKEA’s strategies in China. Known for their bold, one size fits all image, they found IKEA actually used different strategies in China. Their prices were higher than average for Chinese consumers; the DIY low cost offer didn’t work. The centralised supply chain was too expensive, and catalogues didn’t market well. This suggests Cooke should be wary of copying their western model in China. The journey to integration has been recent and rapid: the company might still follow this in the medium to long term if its operations are a success, but see it as a journey rather than jump in to the Chinese market in vertically integrated form. McMichael (2014) compares the strategies of KFC and McDonalds in penetrating China. He favoured the transnational model. McDonalds faced issues from its centralised operation model. It did not work comfortably with local franchisees because of its top down decision making. Legal issues delayed franchisee deployment. Despite it’s strategy succeeding elsewhere, McDonalds approach was found to be inflexible for Chinese tastes. By contrast, KFC’s entrance strategy was more successful. “By utilizing a transnational strategy, KFC was successfully able to gain the confidence of the Chinese consumers and create a highly performing market presence in China.” (McMichael, 2014). There are lessons here for Cooke. The centralising strategy has worked in Europe but might be the right neither for Chinese tastes nor for building business reputation. A transnational structure is to be preferred. Seafood giant Thai Union launched independent range of products after 15 year successful partnership with Century Pacific foods, China’s number 1 canned tuna brand. (Tran and Mutter, 2016). So there is precedent. 

China is complex: there is a main Mandarin Han culture and much local cultural variation. Joint local ventures may work well, and help penetrate local networks (Vrondas, 2018). CEO Glenn Cooke aims to expand the company into new markets and built on vertical integration, but recognises the industry is still developing and regulation is relatively new: the complexity of managing government regulation will be helped by a local partner (Staff, 2017). The economics of fish export to China suggest that a rapid entry would be beneficial, especially as competitors are doing so, and sales may be better short term than in the medium term when there is a possibility of a tail off (see figure 6). Making local partners will enable faster entry into the market and be more affordable, avoiding high infrastructure development costs especially whilst there is a risk for the company’s current debt liabilities from possible interest rate rises (see figure 1). 

6.3 Practical actions for deployment
Scottish Development International (SDI) identifies China as the number 1 top priority export market for Scotland in general and for food and drink products in particular. Using SDI’s expertise, which has public sector backing from the Scottish government, will benefit Cooke to find strategic partners and gain market access and distribution (Scottish Development International, 2015). Political backing, and at the very least understanding, is important. When Norway awarded a noble peace prize to a Chinese dissident in 2010, they faced a Salmon boycott in China (Risbråthe, 2015). Lower quality Norwegian exports still entered via Hong Kong but this created image problems for the product.

Nie (2006) made a detailed analysis of Chinese markets and their potential for Icelandic Salmon. She recommended a two stage approach: trial importing to gauge Chinese preferences in key cities, then secondly establish a Salmon farm in China. The problems of water pollution and temperature fluctuations would need to be overcome, but key costs, including salaries, are much lower in China leading to greater profits. Nie found many unknowns in her research, and had difficulty finding key information. These risks favour the trial approach for Cooke, to test the arrangement and refine. SDI recommends a general model of business growth (figure 10) which has been adapted here for Cooke Aquaculture (figure 11).

Figure 10: International Business Strategy model
Source: Scottish Development International, 2015
[image: ]



Figure 11: Adaptation for Cooke Aquaculture
	Target area

	Suggested Action Points

	1. Awareness and ambition

	1.1 Identify competitors position –marketplace is rapidly changing
1.2 Set targets for short term Salmon sales and longer term company structural expansion (vertical integration)
1.3 Identify ambition in terms of quality: no. 1 brand for quality, compassion in farming, best for health
1.4 Consider ambition not just for the company but in terms of environment and community – and involve customers in this


	2. Building Capacity

	2.1 Partner with Scottish development International to exploit links for Chinese partnerships
2.2 Employ consultants with Chinese language, culture and employment experience at the highest levels
2.3 Identify Chinese distribution and sales partners and begin to build trust and partnership
2.4 Invest in training and cultural exchange: build understanding
2.5 After initial importing phase, develop farm plant in China
2.6 Long term, invest directly in Cooke owned operations on the ground in China


	3. Action Planning

	3.1 Make a realistic 3 year plan for the initial investment into China 
3.2 Continually adapt the plan as knowledge increases of China’s tastes, market trends, and experience of working
3.3 Ensure cultural consideration and views of Chinese partners are integral to planning
3.4 Manage risks: be aware of latest regulations, hedge exchange rate fluctuations, build local presence to subvert possible tariffs/ trade restrictions


	4. Market Expansion

	4.1 Begin with a focus on two major cities
4.2 Expand to the major conurbations
4.3 First, focus on smoked salmon which has a higher mark-up and can be preserved sufficiently for import
4.4 As capacity builds, develop local fish plant for fresh fish sales to expand the range
4.5 Differentiate products by welfare: how fish are kept and caught


	5. Market Presence

	5.1 Commission Chinese website designers, local ‘busy’ style
5.2 Engage in Wechat social media presence
5.3 Exhibit at Qingdao Expo
5.4 Employ Chinese chefs/ celebrities for events/ advertising
5.5 Partner with local supermarkets and restaurants in two cities
5.6 Offer promotions, vouchers, taste experiences, quizzes, games





7.	International Marketing Plan
[image: ]Figure 12: The 7Ps of Marketing.
Source: The Marketing Mix (2015)

7.1 Models of Marketing
There are several models of marketing including the popular 7Ps (figure 12, above). The Chartered Institute of Marketing (2015) explains other models including the Boston Consulting Group (BCG) matrix, which categorises products according to relative market share and market growth rate. A new product entering a huge market like China would have a low market share, but might have a high growth rate, making it a question mark. If the growth failed to live up to expectations, the product would be categorised as a dog and earmarked for discontinuation. Whilst this model does not always work in all circumstances, it shows the importance of pitching Salmon exports to China in such a way as to generate growth and cash.  

7.2 Brand positioning
Other considerations in marketing are to consider a brand positioning map and segmentation analysis. Salmon exports fall within the general category of food and drink, one of two categories highlighted by SDI as priority areas in Scotland’s exporting targets for China (Scottish Development International, 2015). Baack, Baack, and Harris (2012) explain the nature of international positioning. The perceived nature of a product may differ considerably due to cultural as well as economic factors in different countries. Cultural symbols and their status within a society may make a considerable difference to the popularity and therefore price and attractiveness of a product. The goals for Cooke should be to emphasise what is unique about its products. Problems may come where consumers consider Cooke to have brand parity with other producers in different Atlantic countries. Although the Chinese market is new, there is considerable interest by many different companies who may be faster than Cooke to enter the market. 
“Positioning a company, business practice, and product as being more environmentally conscious allows the organization to occupy a unique space in the minds of customers.” (Baack, Baack, and Harris, 2012)

“In Chinese food culture, fish symbolizes abundance and prosperity, which plays into a growing middle class.” (Welch, 2017) There are also increasing public concerns about food safety and pollution. Fen’s research found branding was important for the success of one Salmon exporter to China: emphasise quality, safety and health benefits. Above average incomes within China is the key market to target. (Fen, 2017). 

7.3 Values of Chinese consumers
Zheng, Wang, Fong, and Lu’s analysis (figure 13) suggests Chinese love of seafood but lack of salmon experience is a ripe market for picking. Given that the target for middle class, wealthy Chinese would fit well with Cooke’s products, it is worth noting that their Scottish branding may not carry the company far in the Chinese market. Cooke needs to promote its environmentally friendly credentials. Cooke’s farmed produce could be a problem, as Chinese consumers are concerned about method of harvest (Zheng, Wang, Fong, and Lu, 2017). Whilst wild catch may not be an option, something to differentiate Cooke from other competitors who farm, such as better conditions for the fish, more natural food, compassionate cruelty free farming and so on, could be important to market Cooke’s quality products successfully.

Using the information from marketing research (figures 13, 15 and 16) a brand positioning map for Cooke’s salmon was estimated (figure 14). Quality and ethical production were chosen as criteria uppermost in minds of buyers. 

	Figure 13: Consumer research for Salmon purchases in China.
Researchers spent over three months surveying more than 1,000 urban supermarket shoppers in Beijing, Shanghai and Guangzhou to get their results. 

· 40% of Chinese consumers said they eat seafood weekly
· only about 9% eat salmon that often, and 7% have never eaten salmon
· Over 66% considered seafood to be healthier than other foods
· more than 25% preferred wild-caught seafood
· around 25% were not concerned or did not know the difference between farmed and wild
· 40% eat salmon in restaurants, mostly raw or sushi

When interviewed, consumers gave the following factors in order of priority for their purchasing decisions:
1. Method of harvest
2. Environmentally friendly certificates
3. Colour of the fish
4. Method of preservation
5. Country of origin
6. Fat content
Source: Zheng, Wang, Fong, and Lu (2017)




Cooke’s position is good but also potentially crowded. Norwegian salmon may be perceived of lower quality due to political issues, but apart from that country of origin counts for little. Cooke could be squeezed by other suppliers unless they differentiate further. Whilst not offering wild salmon, consumers’ preference, Cooke could do more to differentiate their method of catch and improve their treatment of Salmon to make them, in effect, the next best thing to wild catch. 

7.4 Online and in store promotion
There is phenomenal use of social networking in China (The University of 

Figure 14: Brand positioning map (estimated)
[image: ]

Melbourne, 2016). Alaska Seafood Marketing Institute (2015) worked with local ecommerce giants Tmall and JD to introduce their products. They aim to use high profile local chefs and celebrities on social media WeChat in China, to influence 25 to 35 year olds. The consulting company Salmon limited produced detail guidance about using the internet, vital for western companies to establish their image in China (figure 15). Their research shows western websites do not work well in China, and that a local Chinese developed web presence and busier style is preferred by Chinese browsers. Alaska Seafood aim to exhibit at China Fisheries and Seafood Expo. There is an international seafood expo in Qingdao annually which is important for gaining influential presence in the market. Bang Haeger Mikkelsen and Tomaszewski (see figure 15) carried out detailed analysis of marketing in China and recommended careful promotion to differentiate products in busy, noisy stores. Chinese research products online first, they are not impulse buyers.

	Figure 15: Four critical success factors for Salmon sales in China.
1.	Differentiate from other in-store promotions, which can be noisy. Tailor to Chinese consumers' appeal and preference.
2.	Design the in-store promotion so customers feel they can be part of the goal. Use food tastings and other means to repeatedly get the quality and health benefits across.
3.	Reach consumers before the shop. Most Chinese plan their shopping and research information first. They are not impulse buyers.
4.	Women aged 20 to 40 are the strongest Chinese consumer group for food purchases, so marketing should be attractive to them. 
Source: Bang Haeger Mikkelsen and Tomaszewski (2012)




	Figure 16: Marketing online: successful strategies
· Emphasise brand quality and reliability. Many Chinese consumers have experienced scams online.
· Open a Chinese IP website – external websites are slowed by government filters.
· Design a busier webpage, as Chinese consumers prefer pages full of links, banners, pop ups, flashing signs and gifs.
· Have a social media presences using Wechat, a leading Chinese platform.
· Make websites fun with ‘treasure hunt’ quizzes about the brand, company; its processes and how it works in wider communities. Chinese are interested in the whole picture.
· Personality test quizzes linked to the product; games; loyalty card points; voucher links to send friends and internet celebrity recommendations are other strategies which have worked.
Source: Salmon Limited (2017) 






8.	Recommendations

8.1 Cultural awareness
Underlying many of the recommendations below is the need to better understand business in China. It is noted above how McDonalds imposition of a successful plan from other countries failed relative to KFC in China mostly due to lack of local awareness, and had to be adapted (McMichael, 2014). To avoid this it is recommended to employ staff and consultants in the first instance who can build on this report and advise on strategy, including at board level. Training, exchange and partnership with Chinese businesses will then further enhance Cooke’s position. 

8.2 Organisational structure
The vertical integration of operations in Scotland has succeeded in the western Salmon business and is a laudable target given trends in the industry. However, this should be seen as a journey to follow when building business in China, not a rigid structure to start off with. A more flexible transnational arrangement will facilitate faster entry into China through Chinese partners and allow the company to gain knowledge and expertise. It is recommended to use support from the Scottish government’s SDI partnership and gain logistical supply partners based in China. Linking with a supermarket and high end restaurant will greatly facilitate entry.

8.3 Business strategy
Nie’s analysis shows that the target market should be China’s expanding 100 million strong middle class, based in large cities Shanghai, Beijing, Guangzhou, Shenzhen, Dalian, and Hangzhou (Nie, 2006). For practical reasons Nie recommends choosing two cities first to lead a marketing push, and it makes sense to begin by importing smoked salmon with a longer shelf life and higher markup. Local business partners should be used to penetrate the market and to make the partnerships work, they should be involved in decision making and not considered implementers of headquarters decision making. After building initial sales, a fresh salmon plant can then be trialled in China and once any technical issues are adjusted for the warmer seas and conditions, product lines can be expanded with fresh fish.

8.4 Brand position
Cooke should focus on the high end quality market where there is greater profit for smoked salmon which can sell with a higher market. Several other salmon exporters from Norway, Iceland and Alaska have also shown interest and some have a head start on the ground, although not to any great extent within the Chinese market yet. In order to avoid becoming indistinguishable from competitors in this field, it is recommended that Cooke emphasise their environmental and quality characteristics and go further in changing and promoting ethical salmon farming so they can claim the niche of next best thing to wild salmon, which surveys show Chinese buyers gave most weight to in their purchasing decisions (Zheng, Wang, Fong, and Lu, 2017)

8.5 Marketing strategy
Cooke should commission a website in China with Chinese preferred busy style, and create a presence on WeChat. Chinese consumers research before buying, rather than buying in impulse, and prefer to know about the company’s whole operations, environmental and ethical standards and benefits for them and their families and communities (Bang Haeger Mikkelsen and Tomaszewski, 2012). Supermarket presence should be differentiated with taste tests and other promotions such as vouchers and quizzes about the health benefits of the product. Cooke should take a stand at the international seafood expo in Qingdao. 

Cooke’s ambition should be to grow Chinese sales strongly in the first two years on entry into the market, without tying the company to large direct cash investments in wholly owned operations. This will enable Cooke to establish itself before any possible downturn in the Chinese and world economy, of which there is a moderate risk, and remain financially strong to cover its UK debts in floating rate pound sterling, which are a risk from raising interest rates due to Brexit. This caution should be balanced with ambition to carve out the number one brand for ethical and environmentally friendly salmon farming in China, positioning itself at the top of the field of importers. As Scotland’s number one target for exports (Scottish Development International, 2015) and with a market of over 100 million middle class consumers, China is an international business opportunity not to be missed.
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only a few buyers and a few sellers (bilateral oligopoly). Exhibit 2 illustrates the

possible market structures.
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The aim of this article is to clearly define these different terms and see how they differ from each other, of competitive advantage

because they do differ! An often used framework to distinguish multiple forms of internationally operating
businesses is the Bartlett & Ghoshal Matrix (1989). Bartlett and Ghoshal clustered these businesses based on
two criteria: global integration and local responsiveness. Businesses that are highly globally integrated have
the objective to reduce costs as much as possible by creating economies of scale through a more standarized
product offering worldwide. Business that are highly locally responsive have as extra objective to adapt
products and services to specific local needs. It seems that these strategic options are mutually exclusive, but ~ Hofstede’s Cultural Dimensions

BCG Matrix: Portfolio Analysis in Corporate
Strategy

Marketing Funnel: Visualizing the Customer
Journey

there are companies trying to be both globally integrated and locally responsive as can be seen in some
examples below. Together these two factors generate four types of strategies that internationally operating
businesses can pursue: Multidomestic, Global, Transnational and International strategies.
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Figure 1: Bartlett and Ghoshal's Typology of Multinational Companies:

Global, Transnational, International and Multidomestic Strategy SWOT Analysis: Bringing Internal and External
Factors Together

VRIO: From Firm Resources to Competitive

Multidomestic: Low Integration and High Responsiveness -
vantage

Companies with a multidomestic strategy have as aim to meet the needs and 2@ 23
requirements of the local markets worldwide by customizing and tailoring their
products and services extensively. In addition, they have little pressure for global
integration. Consequently, multidomestic firms often have a very decentralized and )

loosely coupled structure where subsidiaries worldwide are operating relatively Ne—stlé'
autonomously and independent from the headquarter. A great example of a
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effectiveness is often dubious.

Criteria for integration decisions
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Setup costs Transaction costs  Transaction effectiveness
Capital (e.g., Information Possibility of Run lengths,
equipment, collection and unreasonable inventory levels
acquisitions) processing price changes
Systems Legal Supply or outlet Capacity
development foreclosure utilization
Training Sales and Insulation from Delivery
purchasing market (e.g., from performance
technical changes,
new products)
Quality

There are four reasons to vertically integrate:

« The market is too risky and unreliable—it "fails”;

« Companies in adjacent stages of the industry chain have more market

power than companies in your stage;

« Integration would create or exploit market power by raising barriers to

entry or allowing price discrimination across customer segments; or
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