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I.
Problem Statement

To expand its theme park market share in Asia, Disney targeted at the Great China Area. However, in such a wide range area, what would be the best location for Disney to build its second Disneyland theme park?

II.
Background
As a colossal force in the entertainment industry, the Walt Disney Company (Disney) is best known for bringing decades of fantasy and fun to families through its amusement parks, television series, and many classic live-action and animated motion pictures. Beginning in 1984, Disney enjoyed an enormous creative and financial renaissance, due to the leadership of CEO Michael Eisner; the success of such subsidiaries as Touchstone Films, Hollywood Pictures, The Disney Studios, Buena Vista Distribution, The Disney Channel, and Buena Vista Home Video; the sales of Disney consumer products through The Disney Stores and a multitude of licensing arrangements; and a recommitment to excellence in the making of original feature-length animated films. Under Eisner's reign, Disney acquired Capital Cities/ABC in 1996, a $19 billion deal that increased the company's stature enormously. Adding to the theme parks, cruise ships, professional sports teams, and dozens of other businesses owned by the company, the acquisition of Capital Cities/ABC gave Disney the power of broadcasting and the ability to meld entertainment content with programming. During the late 1990s, the company was aggressively building a presence on the Internet and adopting a concerted approach to international expansion.

Disney opened its first theme park in Anaheim California, beginning on Jul.21, 1954. After the success of the California theme park, it went to the Southeast coast in Orlando, Florida. Disneyland’s success in the U.S. soon made it ambitious to expand to the overseas market. The first overseas Disneyland theme park, Tokyo Disneyland, was opened in April 15, 1983. The Disney park in Japan is about 1.5 times the size of the original DISNEYLAND Park in Anaheim. The very success of the Tokyo Disneyland proved Asian people’s high level of acception toward the symbol of the western culture. Due to the high visitor number per year in the Tokyo Disneyland, the company not only expanded another theme park in Tokyo but also considered to build the second Disneyland theme park in the far eastern region. Because of Walt Disney’s high reputation in the entertainment industry and its very success in Tokyo Disneyland, other major cities in the area denominated themselves as the location for the theme park. The company itself also has its own priority list considering the market potential and economic development of those cities. Hong Kong, due to the serious economic recession after 1997, revealed their high willingness to have the second Asia Disneyland in order to boost their economy and make the travelers come back to this small island. Meanwhile, Shanghai, one of the most prosperous cities in China, also expressed its eager interest in having Mickey, and Disney also expected a lot from the huge market from China’s almost 1.2 billion population. Taiwan, although not as passionate as Hong Kong and Shanghai in this topic, a local geovernment officer also recommended Disney consider Tao-Yuan County, where the international airport is located, as a candidate for the Dinseyland.

Given these slef-nominated choices and the future possible growth in market and finance, how should Walt Disney make a wise choice among those candidates and what the choice would be?

III.
Structure
There are four possible options (alternatives) for Disney to decide where to build the second Asian theme park in the Great China Area:

1. Shanghai

2. Hong Kong

3. Taiwan

4. Do not invest

We use BOCR model to analysis these options. Under Benefits and Opportunities, we use economic and social criterions. Except these two criterions, we also use environment criterion under Costs and Risks. Notice that there are no strategic criteria in this model since we assume that the 4 merits, BOCR, are enough for us to capture most of Disney’s considerations when making the decision. We designed the model as below:
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There are different clusters to depict different considerations under these subnets.
1. Resource: The abundant level of a certain resource of a certain alternative. Four criteria are included in this cluster:

(1) Marketing: The strength that a certain alternative can provide for marketing promotion. Including the potential number of tourists, or the means to help promoting the theme park.

(2) Periphery product production ability: The ability that a certain alternative can produce, or import the periphery products with low transportation and production costs.

(3) Infrastructure: Indicate the hardware development level, or the potential to build good infrastructure for the theme park in the future.

2. Stakeholders: Various parties that could involve in the project, or various groups that have influence on the decision making process:

(1) Stockholders: Walt Disney’s stockholders. Major stockholders could influence Disney’s decision by voting on the board meeting.

(2) Employees: The future employees of the theme park. The quality of the employees, the local wage level and working-culture, will significantly influence the theme park’s operation.

(3) Government: The government support for the project is influential for the acquirement of the capital and the land.

3. Finance: This cluster is used to evaluate the future cash inflow and outflow that one alternative can generate during and after the construction—

(1) Profitability: The cash inflow the theme park can generate from the sales of tickets, and the sales of the periphery products.

(2) Brand Equity: The financial performance that could be influenced by the reputation of the habitants and the visitors of the certain alternative. This criterion also implies the cultural barrier that could hinder the further development.

4. Costs: The tangible and/or intangible cost that Walt Disney could expend before, during, or after the construction of the theme park—

(1) Variable Cost: The cost which incurs in the regular period of time. One example is labor cost. Others may be supplies for the goods in the theme park.

(2) Fixed Cost: One time expense such as the construction cost for the concrete and steel.

5. External Factors: This cluster is under “Environment” to specially depict some uncertainties that could hardly controlled by Disney but once they happen, the impacts on the theme park’s profitability and cost are going to be huge:

(1) Natural Disaster: This could happen in a certain alternative place. Examples are typhoons, earthquakes, or infectious disease.

(2) Government Stability: Factors that could happen to result in the disorganization of the government such as war or putsch.

(3) Pollution: This could happen during and/or after the construction of the theme park.

IV.
Model & Synthesized Result

1. Subnet under Benefit(Economic
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Under the subnet of the economic benefit, the following clusters are included:

(1) Finance: To evaluate the economic benefit in finance of each alternative.

(2) Resources: To evaluate the economic benefit according to the level of abundance in all kind of resources in each alternative.

(3) Stakeholder: Different interests parties that could bring economic benefit to the theme park.

The result showed that under this subnet, Shanghai has the greatest advantage over other alternatives. However, Hong Kong is just a little bit behind of it.

2. Subnet under Benefit(Social
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Under the subnet of the social benefit, the following clusters are included:

(1) Finance: To evaluate the social benefit that each alternative can bring to the theme park.

(2) Stakeholder: Different interests parties that could bring social benefit to the theme park.

The result showed that Hong Kong has the highest social benefit over other alternatives.
3. Subnet under Costs(Economic
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Under the subnet of the economic cost, the following clusters are included:

(1) Finance: The cost that is going to be accrued to generate the forecasted financial result.

(2) Costs: Direct cost that is going to be accrued to build the theme park.

(3) Resources: Monetary cost that is going to be accrued to delivery those resources.

(4) Stakeholder: Direct cost that is going to be accrued to have a positive influence over those different interest parties.

The result revealed that Shanghai has the lowest economic cost among all the alternatives, while Hong Kong has the highest.
4. Subnet under Costs(Social
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Under the subnet of the social cost, the following clusters are included:

(1) Finance—Indirect or non-monetary cost that is going to be accrued to generate the forecasted result.

(2) Stakeholder—Indirect cost, either monetary or non-monetary, that is going to be accrued to have a positive influence over those different interests parties.

The result showed that the social cost would be the highest if Disney decided to build the theme park in Shanghai, and the social cost could be the same in Hong Kong and Taiwan.

5. Subnet under Costs(Environment
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Under the subnet of the environment cost, the following clusters are included:

(1) External Factors: Direct or indirect cost that Disney is going to accrue for those uncontrollable factors.

The result showed that Disney would accrue most cost if any external factor happened in Taiwan.

6. Subnet under Opportunities(Economic
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Under the subnet of the economic opportunities, the following clusters are included:

(1) Finance: The economic benefit to have the opportunities to expand the theme park in the future.

(2) Stakeholder: Different interests parties’ influence, either positive or negative on the economic benefit for the future opportunities to expand the theme park.

The result revealed that from the economic point of view, Shanghai would be the most potential choice for the future expansion.
7. Subnet under Opportunities(Social
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Under the subnet of the social opportunities, the following clusters are included:

(1) Finance: The influence from the society on financial performance for the future expansion.

(2) Stakeholder: Different interests parties’ influence posing on the society for the future expansion.

The result revealed that Hong Kong and Taiwan have almost the same advantage when considering the social reaction for the future expansion.
8. Subnet under Risks(Economic
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Under the subnet of the economic risks, the following clusters are included:

(1) Finance: The level of risks that the forecasted financial performance can’t be achieved because of some economic reasons (e.g.: Global great economic depression.)

(2) Resources: The level of risks that the forecasted resources can’t be acquired.

(3) Stakeholder: The level of risks that the different interests parties could act against Walt Disney and/or Disneyland’s economic benefit.

The result showed that Taiwan has the largest possibility to suffer from the economic risks.
9. Subnet under Risks(Social
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Under the subnet of the social risks, the following clusters are included:

(1) Finance: The level of risks that the forecasted financial performance can’t be achieved because of some social reasons (e.g.: The boycott of the habitants.)

(2) Stakeholder: The level of risks that the different interest parties could act against Walt Disney and/or Disneyland because of some social reasons (e.g.: Employees’ strike to protest the working rule.)

The result showed that Shanghai has the largest tendency to the social risks.
10. Subnet under Risks(Environment
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Under the environment risks, the following clusters are included:

(1)
External Factors: The probabilities that each alternative could have to suffer from those external factors.

The result revealed that Taiwan is the most risky place to suffer from those external factors among the four alternatives.

V.
Outcomes for the BOCR merits

1.
Outcome of Benefits
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· The synthesized result showed that Hong Kong and Shanghai have almost the same benefits for the establishment of the theme park.

· Because the alternative “Do not invest” contains almost no potential for Disney’s future growth, the alternative has the least preference.

2. Outcome of Costs
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· The synthesized result showed that when considering the economic and social costs, the alternative “Do not invest” accrues the least cost since it won’t cost Disney any extra money to maintain the current status.

· On the other hand, choosing Taiwan as the location of the theme park would cost Disney most money, and the cost for Hong Kong is just a little bit less than that for Taiwan.

3.
Outcome of Opportunities
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· The synthesized result showed that Shanghai would assess the most benefit considering the future expansion of the theme park.

· The potentials of future expansion for Hong Kong and Taiwan are almost the same.

· No investment means no future expansion possibilities hence the alternative “Do not invest” has the least priority.

4.
Outcome of Risks
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· The synthesized result revealed that choosing Taiwan as the location of the theme park would expose to the highest risk among all the four alternatives. Shanghai, because of being a part of territory of the People Republic of China, which bears some political complexes with Taiwan, would also make Disney expose to a certain risk.

· While the three locations would all make Disney expose to some extent of risks, the alternative “Do not invest” brings almost no further risk for Disney.

VI.
Overall Result


[image: image27]
The synthesized result revealed that considering the economic, social, and in some merits, the environment factor, the alternative “Shanghai” is the best option for Walt Disney. That is to say, Disney’s best choice among the four is to build the second Asia Disneyland theme park in Shanghai. The second choice that Disney should consider is to build the theme park in Hong Kong. Investing in Taiwan seems to be too much cost and risk and unprofitable, hence even not to invest anymore would be better than investing in Taiwan. However, there is very little difference between the priority for the alternative Hong Kong and Shanghai. The close gap of Shanghai and Hong Kong may be resulted from Disney’s uncertainties about the future developments of these two places. If the strategies for the future development could be clearer clarified, maybe a more significant result could be achieved.

Besides, Disney should prioritize more clearly its strategies in Benefits, Costs, and Risks to identify the advantages and disadvantages of each alternative.
VII.
Sensitivity Analysis

1.
Benefits
[image: image28.png]Sensitivity analysis for Super Decisions Main W.

Eile Edit

Help

0

08

08

04

02

03

08

08

Expeiinents

Do notinvestment. 4|

HongKeng
Shanchai

2
1

0051
0385
040

[Py Benetts

[





· The sensitivity graph revealed that under the benefits merit, the result is quite stable for the alternatives Shanghai and Hong Kong however their weights do start to get very closer to each other when the benefits value exceeds 0.5.
· Other two alternatives, “Taiwan” and “Do not invest”, are more volatile in that the weight of the alternative ”Taiwan” could exceed that of the alternative “Do not invest” when the value of benefits is higher than 0.38.

2.
Costs
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· Overall speaking, the result is stable since the alternative “Do not invest” would not accrue any cost.

· The cost of the 2 alternatives “Hong Kong” and “Taiwan” would get closer to each other as the value of the costs approaches to 1.0.

· When the value of cost lower than 0.5, the Hong Kong would over Shanghai and become the best choice.

3.
Opportunities
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· The result is stable because the alternative “Shanghai” would have the largest opportunities no matter what the value of the opportunities is.

· On the other hand, the two alternatives “Taiwan” and “Do not invest” are more volatile since “Taiwan” could exceed “Do not invest” if the value of opportunities exceeds 0.36. Also the alternative “Taiwan” would be very close to “Hong Kong” if we place a very heavy weight on the opportunities.

4.
Risks
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· Overall, the result is stable because the alternative “Do not invest” is a benchmark stating that Disney would not suffer from any risk if no further investment in the future.
· The two alternatives “Taiwan” and ”Shanghai” would get closer to each other as the value of the risks approaches to 1.0. 
· When the value of risk is less than 0.35, the alternative “Hong Kong” would become the best choice.
VIII.
Conclusion

According to the model, Walt Disney’s relative best choice to build the second far eastern Disneyland theme park is Shanghai, considering all the factors. However, the model suggests a very close weight for Hong Kong, about just 0.035 less than the Shanghai alternative. On the other hand, building the theme park contains a lot of tangible costs, less benefit together with high uncertainties so that the model suggests the alternative “Do not invest” is better than to choose Taiwan as the location for the theme park.

Intriguingly, Disneyland signed the contract with the Hong Kong government to secure the deal of the construction of Disneyland theme park in November 1999 and soon after that announcing the third Disneyland would be opened in Shanghai no later than 2010. The Hong Kong Disneyland is going to open in September 2005. The fact indicated that both places are ideal for Disney to expand its market in Asia. The difference between the model’s suggestion and Walt Disney’s action may be resulted from other invisible strategic reasons that can’t be observed from the available information. Our assumption of omitting the strategic criteria and using only the 4 merits proved to be quite effective since our synthesized result is very close to the real situation.
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