Tera Ferguson,  Jose Luis Guerrero, Kristy Harris, Wenny Tung, Scott Yancey

SHANGHAI DISNEYLAND- Note to the Professor

February 1, 2003


The Walt Disney Company established its first theme park in 1955 in Anaheim, California.  The company (also vested in Media Networks, Studio Entertainment, and Consumer Products) has since opened theme parks in Orlando, Florida, Tokyo, Japan, and Paris, France.  More recently, Disney broke ground in Hong Kong with the intention of launching Hong Kong Disneyland on Lantau Island for approximately $2 Billion in hopes of reaching what has largely been an untapped Chinese market.  

Given competitor Universal Vivendi’s current plans to build a theme park for less than $100 Million in Shanghai around 2006, Disney’s entry into China’s mainland has been a source of speculation.  The main issues surrounding a Shanghai capital investment include financial potential of a new theme park and the potential qualitative and quantitative risks involved.

SOLUTION AND VALUE

The Shanghai Disneyland case would be useful to a MBA student for several reasons.  After reading and solving this case, he/she would be able to:

· Forecast cash flows based upon sensitivities pertinent to a service-oriented company (utilizing sensitivity analysis) in an emerging market

· Evaluate effect of country risk upon discount rates to determine whether or not to enter an investment

· Understand the financial and economic effects of an emerging market government on a project

· Understand alternative ways of structuring a deal within an emerging market

An MBA student who has solved this case should be able to develop a thorough understanding of how to evaluate risk and financial return within an emerging market.

THE CASE

The case will examine an entertainment conglomerate’s expansion into the emerging market of China.  It will also discuss the unique financial considerations and characteristics of a service oriented company.  The main content of the case will include:

· Overall company overview and historical theme park strategy

· Analysis of country risk

· Analysis of estimated demand

· Government/Political environment

· Financial analysis of the project

· Comparisons to past company international projects

· Cultural and non-quantitative measures specific to the company

· Competition

TIMELINE

Week 1: Search for project
Week 2: Begin networking, making contacts within the company.

Week 3: Research and conference calls

Week 4: Begin building case

Week 5: Complete presentation and case write-up.

Week 6: Presentation and final case write-up. 

CONTACTS

Andy Berst, Director of Finance, Hong Kong Disneyland

Steve Brown, Vice-President, Product Development & Revenue Management, 

Disneyland

Emily Carreon, International Marketing, Walt Disney World

Cathy Crotty, International Marketing, Walt Disney World

Joe Gavigan, Ride and Admissions, Walt Disney World

Christopher Stewart, EPCOT Finance

Dave Vermuelen, General Manager, Walt Disney World Operations

Thomas Lee Boam, Minister Counselor for Commercial Affairs, Embassy of the USA

Tao Jiang, Fuqua School of Business, Class of 2003

