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Executive Summary

This thesis is to carry out research on how to maintain stable development for Shengteng Titanium Company in the time of global financial crisis. It is divided into two main parts. The research of the first part is about the China’s titanium industry, and the second part is specific in Shengteng Titanium Company. Moreover, the problems of Shengteng will be stated and analyzed from internal analysis, external analysis, SWOT analysis and Five Forces Model. Based on these analyses, 6 recommendations will be offered to achieve my research objective.

In the first part of the thesis, I will introduce the general situation about China’s titanium industry, including its history, development and current situation in the time of global financial crisis.

In the second part of this thesis, I will introduce the situation about Shengteng Titanium Company, including its general information, history, development and current problems. Within the internal analysis, according to my investigation, it can be said that Shengteng has more strength than other titanium processing plant from the view of history and experience. However, its weakness cannot be ignored. Its management problem is a serious obstacle to its development. 

The external analysis gives an overview about the industry market that could have effect on Shengteng. 

The Five Forces Model states the problems of Shengteng facing in the titanium market. It is an analysis from the view of suppliers, buyers, and competitors. 

To conclude, I have made several recommendations based on the problems from internal analysis, external analysis, SWOT, Five Forces Model and the interview with Mr. Zhou.
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1. Introduction

1.1 Brief introduction

Shengteng Titanium Company, which is one of the first titanium manufacturers in northern China, was founded in 1992. It offers titanium ingot, titanium billet, titanium bar, titanium wire, titanium plate, titanium sheet, and titanium tubing to many Chinese titanium equipment companies in the long term. In addition, Shengteng Titanium has been working on recycling and exploitation of titanium scraps, titanium edge materials, titanium shavings, titanium bits and pieces, high-precision titanium tubes and titanic alloy tubes for two years. Over the years, Shengteng Titanium has maintained progress and development everlastingly.
However, as the two serious price reduction of titanium in 2007 and the desperate influence of global financial crisis in 2008, Shengteng Titanium suffered heavy loss in two years. What is even worse, from the end of 2008 till first half year of 2009, the sales of Shengteng Titanium showed a downward trend in a straight-line.
1.2 Central question
The thesis will introduce the history and current situation of China titanium industry and analyze the development and status of Shengteng Titanium. Eventually, I will try to find out a best way to make it develop stably in such a depressing period.

Central Question:

How could Shengteng Titanium Company maintain stable development in the time of the global financial crisis?
In order to find out the answer to this central question, I will need to find out what the current situation is in China titanium industry, what the main problems are in Shengteng Titanium, and the outlook and prospect of experts in titanium field.
1.3 Sub-questions:

1. What is the situation in China titanium field in general?

a. The history of China titanium industry

b. The development of China titanium industry

c. The current situation of China titanium industry / the bad aspects of China titanium industry after global financial crisis.

2. What is the situation of Shengteng Titanium before global financial crisis?

3. What is the current situation of Shengteng Titanium?

4. How does global financial crisis influence Shengteng Titanium?

5. What are the problems influencing Shengteng Titanium development? 

a. Internal: 

ⅰ. Management

           ⅱ. Recruitment

           ⅲ. Factory
b. External:

           ⅰ. Global financial Crisis

           ⅱ. China titanium market

           ⅲ. Competition

6. What is the expert’s opinion on Shengteng Titanium in such a depressing period?

7. What is the expert’s opinion on current titanium market?

8. What is the expert’s prospect on the development of titanium market in future?

9. What should be improved by Shengteng Titanium to face global financial crisis?

1.4 Research method:

In order to achieve my research objective, I have used three different research methods. First of all, to answer the sub-question one, I did desk research to collect all the information about China titanium industry. The information includes the history of China titanium industry, the development of China titanium industry and the current situation of China titanium industry. Furthermore, to find the answer of the sub-question two to sub-question seven, I talked with three staff in Shengteng Titanium Company so that I could acquire a lot of detail information and situation about it. Lastly, I interviewed an expert from General Research Institute of Non-Ferrous Metal (GRINM) for finding out the solutions of Shengteng and the prospect of China titanium industry.
1.5 The discovery and history of titanium

Titanium is a chemical element with the symbol Ti and atomic number 22. Sometimes called the “space age metal”, it has a low density and is a strong, lustrous, corrosion-resistant (including to sea water, aqua regia and chlorine) transition metal with a silver color. Titanium can be alloyed with iron, aluminium, vanadium, molybdenum, among other elements, to produce strong lightweight alloys for aerospace (jet engines, missiles, and spacecraft), military, industrial process (chemicals and petro-chemicals, desalination plants, pulp, and paper), automotive, agri-food, medical prostheses, orthopedic implants, dental and endodontic instruments and files, dental implants, sporting goods, jewelry, mobile phones, and other applications.(“Titanium”,2009, “Definition”, Para 1)
Titanium was discovered included in a mineral in Cornwall, England, in 1791 by amateur geologist and pastor William Gregor, then vicar of Creed parish. He recognized the presence of a new element in ilmenite when he found black sand by a stream in the nearby parish of Manaccan and noticed the sand was attracted by a magnet. Analysis of the sand determined the presence of two metal oxides; iron oxide (explaining the attraction to the magnet) and 45.25% of a white metallic oxide he could not identify. Gregor, realizing that the unidentified oxide contained a metal that did not match the properties of any known element, reported his findings to the Royal Geological Society of Cornwall and in the German science journal Crell's Annalen. Around the same time, Franz-Joseph Müller von Reichenstein produced a similar substance, but could not identify it. The oxide was independently rediscovered in 1795 by German chemist Martin Heinrich Klaproth in rutile from Hungary. Klaproth found that it contained a new element and named it for the Titans of Greek mythology. After hearing about Gregor's earlier discovery, he obtained a sample of manaccanite and confirmed it contained titanium. (“Titanium”, 2009, “History”, Para 1&2)
The processes required to extract titanium from its various ores are laborious and costly; it is not possible to reduce in the normal manner, by heating in the presence of carbon, because that produces titanium carbide. Pure metallic titanium (99.9%) was first prepared in 1910 by Matthew A. Hunter by heating TiCl4 with sodium in a steel bomb at 700–800 °C in the Hunter process. Titanium metal was not used outside the laboratory until 1932 when William Justin Kroll proved that it could be produced by reducing titanium tetrachloride (TiCl4) with calcium. Eight years later he refined this process by using magnesium and even sodium in what became known as the Kroll process. Although research continues into more efficient and cheaper processes (e.g., FFC Cambridge), the Kroll process is still used for commercial production. (“Titanium”, 2009, “History”, Para 3)
Titanium of very high purity was made in small quantities when Anton Eduard van Arkel and Jan Hendrik de Boer discovered the iodide, or crystal bar, process in 1925, by reacting with iodine and decomposing the formed vapors over a hot filament to pure metal.(“Titanium”,2009, “History”, Para 4)
In the 1950s and 1960s the Soviet Union pioneered the use of titanium in military and submarine applications (Alfa Class and Mike Class) as part of programs related to the Cold War. Starting in the early 1950s, titanium began to be used extensively for military aviation purposes, particularly in high-performance jets, starting with aircraft such as the F100 Super Sabre and Lockheed A-12. (“Titanium”, 2009, “History”, Para 5)
In the USA, the Department of Defense realized the strategic importance of the metal and supported early efforts of commercialization. Throughout the period of the Cold War, titanium was considered a Strategic Material by the U.S. government, and a large stockpile of titanium sponge was maintained by the Defense National Stockpile Center, which was finally depleted in 2005. Today, the world's largest producer, Russian-based VSMPO-Avisma, is estimated to account for about 29% of the world market share. (“Titanium”, 2009, “History” Para 6)
In 2006, the U.S. Defense Agency awarded $5.7 million to a two-company consortium to develop a new process for making titanium metal powder. Under heat and pressure, the powder can be used to create strong, lightweight items ranging from armor plating to components for the aerospace, transportation, and chemical processing industries.(“Titanium”, 2009, “History” Para 7)
2. China titanium industry

2.1 History and Development

In 1980s, when the global production volume of titanium sponge reached more than 100 thousand tons, China could only produce less than 2000 tons. At that time, the production volume of Zunyi Titanium plant was only 1000 tons, thus, China titanium industry was extremely weak compared to those countries which could produce titanium sponge around the world. However, 20 years later, florescent time has come to China titanium sponge industry. The annual output of titanium increased from 8 tons in 1959 to 10 thousand tons in 2006 when Zunyi Titanium Plant was founded. Surprisingly, the number of titanium sponge plant has developed from only two to more than 40.
To review the history of China titanium industry, the first titanium factory, Lvshun aluminum factory, was founded in 1958, and the yearly output was 8 tons in 1959. The largest and the most professional titanium factory, Zunyi Titanium plant was founded in 1964. However, it did not produce titanium sponge until September 17th, 1970 because of the “Cultural Revolution”. With the growing number of titanium factory, 6 titanium factories could produce 1224 tons in 1971. Yet, because of the bad economic period, there were only two titanium factories which survived in 1980s. Since July 1982, with the establishment of the national titanium application group, China titanium industry has come to a development spring. Especially, the annual output of Zunyi Titanium plant grew to 2000 tons. Nevertheless, China titanium industry suffered a huge blow again in the middle of 1990s. In those days, Zunyi Titanium plant could only produced titanium sponge with 444 tons in 1994, and Fushun Titanium factory was almost lay-off. They could only survive with the help of Chinese government.
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Starting from 21st century, with the global economic recovery, rapid growth of Chinese economy and huge titanium application area demands, the demand for titanium sponge increased gradually. Particularly, a rare situation of severe shortage of resources occurred globally in 2004, and it has never happened in the history of titanium industry. Titanium industry experienced a rare market phenomenon. In that period, the price of tons of titanium sponge skyrocketed from 60 thousand yuan to 200 thousand yuan. Zunyi Titanium plant and Fushun Titanium factory obtained the most benefits in this special opportunity, and accumulated funds for its development successfully. Above all, Zunyi Titanium Plant has achieved a huge growth of production capability from 2000 tons to 10 thousand tons in a few years, and finally, it became one of the largest titanium factories in the world. In this period, China titanium industry has made a significant progress, and it has been strong since then. 

According to the statistics, the production capability of the titanium sponge maintained a growth rate at 80% every year since 2004, and the annual output was already achieved with 18 thousand tons. There were a large group of titanium sponge factories founded in 2007, and the total output of China titanium sponge was far more than other countries. In addition, China titanium processing capability was growing at 20% every year. The huge production capability of titanium sponge and rapid growth of titanium processing capability created a great opportunity for China titanium industry.

2.2 Titanium industry in 2008 and 2009
Recently, Chinese tight monetary policy is facing serious challenge in this enormous transition period of world economy. There are a lot of domestic enterprises lingering and hesitating at the crossroad, and it is difficult to explore the development direction in the future.
With the tight monetary policy, the increase in cost of production and fierce market competition, the concept of production and management has to transform from “stay vigilant in peaceful time” to “stay peaceful in dangerous time”.

According to the influence of poor global economic structure, China titanium industry has passed its time, and all the titanium enterprises can hardly survive. Thus, to China titanium industry, what are the difficulties in the time of global financial crisis? According to my research and my work experience, it is shown in three aspects: 

To begin with, compared with the past several years, the profits differences give a huge blow to titanium enterprises. The production of titanium sponge requires high energy, so the cost of production enlarges vastly. As stated by National Development and Reform Commission (NDRC) in 2008, the electricity price will increase by 2.5 cents (RMB) since 1st July. It was a great movement for saving national energy, however, it was a heavy burden to titanium sponge smelting industry. The big rising price of magnesium ingot and titanium tetrachloride (TiCl4) seems like the heavy shackles to titanium enterprises. Moreover, the profits of titanium sponge have decreased from 200% to the average level. High cost of production and low profits of titanium sponge are the major problems now.

Furthermore, a great number of titanium enterprises have attracted attention from the government to achieve healthy market economy system and efficient macro-control. The rising price and tight market brought extensive profits to titanium enterprises in 2005. Due to the influence of high profits, the titanium sponge factory was established all around China. As reported by incomplete statistics, the number of Chinese titanium sponge factory has increased to more than 40 in 2007, and nowadays, China has been the one that owns the most titanium enterprises in the world. However, their immature production techniques caused vast waste of resources and vicious competition, which made the mature titanium enterprises have no advantages any more. Meanwhile, the temporary oversupply and the declining price resulted in the increase in the inventory, and the capital could not be well managed. Indeed, competition is good for industry development, nevertheless, duplicate construction and vicious competition could only have erroneous effect on Chinese economy.

Finally, the human resources in China titanium industry obstruct the development of the industry. The technique of producing titanium sponge is complex. Currently, the technique is not perfect, even the whole industry is still in an exploration status. The human resources in titanium industry have to learn more to fulfill the work in the high-tech industry. Besides, the deficient human resources system in nation-owned enterprises cannot be ignored. Therefore, China should improve these aspects in the future as well.

2.3 Review of achievement in titanium industry in 2008. (Titanium Industry, 2009, the review of highlights to China titanium industry in 2008, Para 1- 7)
Although China titanium industry is influenced by global financial crisis badly, it still has made some great achievements: 
1. The titanium processing material reached a growth rate at 17.3%.

2. The output of titanium processing material in Baoti Group achieved 9.541 thousand tons, and it increased by 27.8% compared to 2007.

3. China chemical industry, aviation and aerospace field maintained a large demand for titanium in 2008, the importation of titanium processing material increased by 61.1%.

4. Φ2.56m Chloride boiling furnace was manufactured by Fushun Titanium Factory and was used to produce titanium sponge.

5. TC4 titanium alloy Φ940mm/8t and Φ1040mm/10t big ingot could be processed in large scale by Baoti Group.

6. Baoti Group exported its TC4 titanium alloy Φ200mm~Φ350mm bar to the space agency of other countries.

7. Northwest research institute is establishing the plate and strip production line, which will be composed of 2800mm hot-rolled unit and 1780mm Cold-rolled unit. It will be put into operation in June 2009.

3. Shengteng Titanium Company
3.1 General information

Shengteng Titanium Company, which is one of the first titanium processing manufacturers in northern China, was founded in 1992. The factory covers more than 20,000 m2 and has 100 workers and 20 staff. 

Shengteng Titanium Company specializes in mill products of titanium and its alloys. Its integrated production system including melting, forging, rolling, drawing and fabricating enables it to manufacture various products such as ingot, billet, bar, wire, plate, sheet, tubing, forging, casting of all grades of C.P. titanium and most titanium alloys as well as some down-stream products. Shengteng Titanium has the capability to produce 2000 tons of titanium ingots, 1000 tons mill products of titanium and titanium alloys per year. The main and key facilities such as VAR furnaces, raw materials weighing and mixing system, forging press, rolling mills, NDT instruments, were imported from USA and Germany, Austria, Russia, etc(Shengteng, 2000, Introduction of Company, Para 1&2). In addition, Shengteng Titanium has been working on recycling and exploitation of titanium scraps, titanium edge materials, titanium shavings, titanium bits and pieces, high-precision titanium tubes and titanium alloy tubes for two years. 
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Over 15 years, Shengteng Titanium has been always following its slogan “quality for survival, reputation for development”. High quality products, competitive price and excellent service make it occupy outstanding place in domestic market continuously for over 10 years. At the same time, it has set up long term business relationship with many well known Chinese titanium companies such as Baoti Group, GRINM, Fushun Titanium Sponge Plant, Zunyi Titanium, etc.

In the past 17 years, Shengteng Titanium suffered three cycles, which are the three biggest cycles to global titanium industry. Firstly, Shengteng Titanium was founded in a bad time. In 1991, according to the disintegration of the Soviet Union and the end of the cold war, the global military expenditure was reduced significantly. Moreover, the titanium accumulated by the Soviet Union began flooding the titanium market and it resulted in the decline in price of titanium sponge. Secondly, the Asia financial crisis of 1997 had a serious impact on the global aviation industry, so the titanium industry was blew indirectly. Lastly, the event of 9/11 in 2001 whacked international civil aviation industry one more time, it led to a depressed state in titanium industry.

Nevertheless, depending on Shengteng Titanium’s brilliant management strategy and stable production, they passed those storms successfully. Besides, because of the skyrocketing price of titanium sponge, they have seized the opportunity and obtained an unprecedented development in 2004 and 2005. However, with the two serious price reduction of titanium sponge in 2007 and the desperate influence of global financial crisis in 2008, Shengteng Titanium has suffered heavy losses in two years. And even worse, from the end of 2008 till the first half year of 2009, the sales of Shengteng Titanium showed a downward trend in a straight-line. It has fallen into unexampled predicament.

3.2 Internal Analysis

The internal analysis of strengths and weaknesses focuses on internal factors that give an organization certain advantages and disadvantages in meeting the needs of its target market. Strengths refer to core competencies that give the firm an advantage in meeting the needs of its target markets. Any analysis of company strengths should be market oriented, because strengths are only meaningful when they assist the firm in meeting market needs. Weaknesses refer to any limitations a company faces in developing or implementing a strategy. Weaknesses should also be examined from market perspective because market often perceives weaknesses that a company cannot see. (Marketing and Its Environment, pg 44)
To ascertain the problem of Shengteng Titanium, the thesis will clarify from internal analysis.

A. Strength

A1. Products with high quality and competitive price

Over the years, Shengteng has been always following its slogan “quality for survival, reputation for development”. The workers take every step of production seriously, and the group leader will check every single product strictly before delivery. These approaches guarantee that the quality of products is always the best. Furthermore, the workers have been working on saving cost for many years, and the method they created bring them competitive price. Therefore, high quality and competitive price are its biggest advantages in the fierce competitive market.

A2. Extensive network

Shengteng Titanium is one of the first titanium manufacturers in the northern China. It cooperated with lots of companies with the same occupation in past 17 years and its suppliers and buyers are all over north and south of China. Moreover, Shengteng Titanium has built long-term business relationship with many well known titanium companies such as Baoti Group, GRINM, Fushun Titanium Sponge Plant, Zunyi Titanium, etc. The widespread network and stable business relationship make it occupy a favorable position in titanium industry field.

A3. Experienced workers

Shengteng Titanium has 17 years of history in titanium manufacture and processing. 35% of its workers have worked there since 1992. In the past several years, they have accumulated lots of experience and trained lots of new workers. Thus, these experienced workers are the most important wealth to Shengteng Titanium.

A4. Twice survival experiences in the crisis period

Shengteng Titanium has experienced two times of crisis since it was founded. After the strike of Asia financial crisis of 1997 and the event of 9/11, Shengteng Titanium has got a lot of important experience to survive in the crisis period. So, these twice experiences will help Shengteng Titanium to be safe in the time of global financial crisis of 2008.

B. Weakness

B1. Lack of qualified staff in management department

Recruitment is always the problem to Shengteng Titanium. Although the staff in management department is experienced, they are not qualified to some extent. It is shown in three aspects: education background, professional knowledge and innovative management concept. Due to the location of Shengteng Titanium, it is difficult to recruit talents from universities. The main reason is that those talents are willing to work in the developed city such as Beijing and Shanghai. In contrast, they have never intended to work in a county even they can earn more money there.
B2. Aged machines and facilities in factory

Though Shengteng Titanium has an integrated production system and complete facilities, most of them are aged. Most of these facilities were bought in 1999, so its production capability and function have fallen behind already. To some extent, these facilities could cause low efficiency, because they have to be checked and repaired frequently. 

B3. Absence from exhibition

Because Shengteng Titanium does not have enough qualified staff to attend titanium exhibition, it missed a lot of opportunities. As known to all, exhibition is very important to enterprises. It is demonstrated in 4 aspects. First of all, exhibition is high efficiency. Exhibition could provide the most information to enterprises in the shortest time. Secondly, exhibition covers widely. For example, suppliers, production enterprises, agents and downstream clients are the main participators in the exhibition. Thirdly, exhibition can save cost. Exhibition can collect most information from this industry, which can help enterprise save the cost that might be spent on visits and business trips.

3.3 External analysis
The External Analysis examines opportunities and threats that exist in the environment. Both opportunities and threats exist independently of the firm. Opportunities refer to favorable conditions in the environment that could produce rewards for the organization if acted upon properly. That is, opportunities are situations that exist but must be acted on if the firm is to benefit from them. Threats refer to conditions or barriers that may prevent the firms from reaching its objectives. (Marketing and Its Environment, pg 44)
Industry analysis

Shengteng Titanium belongs to titanium industry, to be more specific, it is in the titanium processing industry. Titanium processing industry provides basic titanium products to titanium equipment companies. For example, titanium bar, titanium sheet and titanium ingot.

The market of titanium processing industry is one of the most promising markets, therefore, one could say this market is highly profitable. With the development of technology, titanium will be utilized widely in people’s life in the future, moreover, this industry is growing rapidly. Titanium is strong, lustrous and corrosion-resistant, therefore, its application platform will be extensive in the future.

Next, DESTEP analysis will be used to clarify my objective.

DESTEP

Demographical
Demographical is an important aspect that needs a close look when Shengteng Titanium is going to take a new development strategy. The sales distribution field of titanium is crucial for consideration whether this industry is promising or not. According to the statistics of 2007 in China, chemical industry as the largest consumer of titanium consumes 36.9% of the total titanium. The second one is sports and leisure area with 24.3% of total consumption. Other areas include aerospace area with 11.1% and exportation with 9.9%, etc. In addition, it is universally acknowledged that chemical industry and sports area are inseparable with population. Therefore, as long as the demography shows positive, the development space for Shengteng Titanium will be broad.

According to the data from Chinese National Bureau of Statistics, the population in People’s Republic of China is 1.32802 billion by the end of 2008. The birth rate is 12.14‰, and the death rate is 7.06‰, thus the natural increase rate is 5.08‰. Furthermore, according to the data from United Nation, the population of the whole world is 6.671226 billion by the end of 2008. Although the population shows decline trend in some western countries, the overall trend of population still shows increased status. Hence, with the positive reflection of population and speedy development of global chemical industry, Shengteng Titanium is on favorable position.
Economic
The products of Shengteng Titanium have much to do with economic factors in China, even in the world. Considering the fact that the titanium is expensive metal, those titanium products cannot be accepted by every place. For example, in a poor province of China or in a normal country of the world, titanium golf clubs will not be sold simply because of the fact that the population of that place cannot afford to buy such expensive products. As up-stream titanium products, economic factor is the most important one that influences Shengteng Titanium. When the economy is good and the titanium equipment company can afford those up-stream titanium products, the products of Shengteng Titanium will be sold well. However, when the economy is in depressing period and the people cannot afford those expensive down-stream products, Shengteng Titanium will face the problems.

Nowadays, with the impact of global financial crisis of 2008, the global economy is in the recession situation. Therefore, many purchase orders were suspended and the sales volume decreased straightly. For example, China cancelled 150 aircrafts purchase order from Airbus in 2008 and it might result in a loss with $10 billion for Airbus last year. Therefore, as the decrease of titanium consumption, Shengteng Titanium is brought into a difficult stage.

Social

Shengteng Titanium deals with social aspects in the fact that titanium products are common to people. With the progress of life and development of technology, titanium products have been brought to the daily life already. For example, titanium glasses frame, titanium jewelry, titanium bicycle and titanium watch. The appearance of those titanium products has attracted people’s attention of titanium. Nowadays, titanium jewelry is like synonym as fashion in China, and many young people like it. Therefore, with the background that titanium products are common to people, Shengteng Titanium has the opportunity to expand its market with titanium down-stream products.
Technological

The machines and facilities of Shengteng Titanium are very complex and technical. Technology is very important to titanium industry, because the process of titanium processing is complicated. Also, the facilities that will be used are advanced. Although, China has invented a lot of facilities for titanium industry, most of the high-tech equipments and machines are imported from abroad. Therefore, the developed technology is very important, and it could have serious influence on Shengteng Titanium.

Ecological

The ecological aspect is also important to be considered to Shengteng Titanium, because titanium processing industry can pollute environment. Its factory has to apply for waste discharge permit every year, but in fact, it still can cause pollution to environment. In the future, when environmental protection is getting more important, it will bring Shengteng Titanium new problems. Therefore, ecological factor might influence the development of Shengteng and a new research for decreasing pollution is necessary.

Political

Over the years, Chinese government has been always supporting the development of titanium industry. For example, 10 titanium sponge factories were founded under the unified planning of Chinese government in 1960s. In 1982, the National Titanium Application Group was founded under the proposal of the Chinese vice president. Nowadays, titanium industry is seen as national mainstay industry, and Chinese government increase its support to the titanium industry. For instance, experts are arranged to help doing research on new method of producing titanium sponge in some titanium factories. Technical experts are arranged to teach advanced technique of processing titanium material. In a word, Chinese government has never stopped to assist the development of titanium industry. Therefore, Shengteng Titanium is in the positive condition in view of political aspect.

3.4 Five forces model
Five forces model helps the marketer to contrast a competitive environment. It has similarities with other tools for environmental audit, such as PEST analysis, but tends to focus on the single, stand alone, business or SBU (Strategic Business Unit) rather than a single product or range of products. (Marketing Teacher, 2000, Analyzing the environment-Five Forces Analysis, Para 1)
Bargaining Power of Suppliers

Every business requires inputs—labor, parts, raw materials, and services. The cost of one’s inputs can have a significant effect on its company’s profitability. Whether the strength of suppliers represents a weak or a strong force hinges on the amount of bargaining power they can exert and, ultimately, on how they can influence the terms and conditions of transactions in their favor. Suppliers would prefer to sell to one at the highest possible price or provide one with no more services than necessary. If the force is weak, then one may be able to negotiate a favorable business deal for itself. Conversely, if the force is strong, then one is in a weak position and may have to pay a higher price or accept a lower level of quality or service. (AICC, The Five Forces: Bargaining Power of Suppliers, Para 1)
Back to the titanium industry, the bargaining power of suppliers to Shengteng Titanium was quite strong before 2006. Firstly, there were only two main titanium sponge plants before 2006, and Shengteng Titanium had to buy titanium sponge from these two titanium sponge plants. Secondly, titanium industry was in an unparalleled situation from 2004 to 2006. Because the price of titanium sponge skyrocketed in 2004, the titanium sponge factories had the great advantages over Shengteng Titanium. Thus, they have the most power over Shengteng Titanium at that time. However, this power has not existed since 2006. First, there were almost 40 titanium sponge plants founded because titanium industry was recognized as the most profitable industry in the past two years. It increased a lot of competitors to Shengteng Titanium’s suppliers, so the bargaining power was reduced. Another reason is that, because of the excessive supply in the market, the price of titanium sponge and the profits were declined incessantly. Based on my research, a friend in titanium sponge factory pointed out that “It was really a tough period. In that fierce competitive market, the titanium sponge cannot even be sold at cost price.” Therefore, the bargaining power of suppliers to Shengteng Titanium is not strong nowadays, especially in the time of global financial crisis.

The Bargaining Power of Buyers

The power of buyers describes the effect that one’s customers have on the profitability of business. The transaction between the seller and the buyer creates value for both parties. But if buyers (who may be distributors, consumers, or other manufacturers) have more economic power, one’s ability to capture a high proportion of the created value will decrease, and one will earn lower profits. (AICC, The Five Forces: Bargaining Power of Buyers, Para 1)
In the case of Shengteng Titanium, the bargaining power of buyers is more. The buyers of Shengteng Titanium are mostly titanium equipment companies, and they are normally large enterprises or state-owned enterprises. For example, Qingdao Dasheng Titanium Equipment Company, General Research Institute for Non-Ferrous Metals (GRINM). These enterprises have deep knowledge about titanium industry market, and they can always acquire market information at the first time. Moreover, as the number of titanium processing factories increase, Shengteng Titanium will have to face more competitors than ever. Therefore, the bargaining power of buyers is an important factor for decreasing profits to Shengteng Titanium.

Threat of New Entrants

One may have the market cornered with its product, but the success may inspire others to enter the business and challenge its position. The threat of new entrants is the possibility that new firms will enter the industry. New entrants bring a desire to gain market share and often have significant resources. Their presence may force prices down and put pressure on profits. (AICC, The Five Forces: Threat of New Entrants, Para 1)
Based on my research in the past 4 months, the new entrants could be seen as the biggest problem to Shengteng Titanium, even to the China titanium industry. After 2006, more and more titanium factories were established. Some of them specialize in production of titanium sponge and some of them concentrate on titanium material processing field. A disordered situation occurred in China titanium industry because of this big group of new entrants. Most of them used “lower price” or “deferred payment” strategies to gain more purchase orders. Because these factories are newly established with low investment, Shengteng Titanium and its previous competitors have no more advantages except good reputation. Especially in the time of global financial crisis, these new small entrants brought Shengteng Titanium more difficulties and competition.

Threat of Substitutes

Products from one business can be replaced by products from another. If one produces a commodity product that is undifferentiated, customers can easily switch away from your product to a competitor’s product with few consequences. In contrast, there may be a distinct penalty for switching if one’s product is unique or essential for your customer’s business. Substitute products are those that can fulfill a similar need. (AICC, The Five Forces: Threat of Substitutes, Para 1)
To Shengteng Titanium or to the whole titanium industry, substitute is not a major problem. Because, as “space age metal” and “future metal”, its low density, strong and corrosion-resistant function makes it become the substitute for other products. For example, people use titanium instead of steel in the rockets and missiles. Titanium is used for making submarines, which can navigate as deep as 4500 meters in the sea. Therefore, titanium industry is still in the development step, and it could not be substituted by any other products in the near future by the research so far. Shengteng Titanium, which specializes in titanium material processing industry, will not be influenced by substitutes’ power. Thus, in this factor, the situation of Shengteng is positive.
Rivalry among Competitors

Competition is the foundation of the free enterprise system, yet with small businesses even a little competition goes a long way. Because companies in an industry are mutually dependent, actions by one company usually cause competitive retaliation. An analysis of rivalry looking at the extent to which the value created in an industry will be dissipated through head-to-head competition. (AICC, The Five Forces: Rivalry among Competitors, Para 1)
As stated in Threat of New Entrants, there were a great number of titanium factories established after 2006, which caused the chaotic market. For example, the number of titanium sponge factory increased rapidly from two to more than 40 within 5 years. Their appearance destroyed the order of titanium industry market, and the price war was hard to avoid. They drove the companies such as Shengteng Titanium which contains high fixed cost into the strait situation. However, nowadays, with the financial crisis coming, those small companies which have been playing “price strategy” cannot survive in the end, because they do not have enough capital to continue their business. Whereas, the long history and rich experience will help Shengteng Titanium pass the difficulty.
However, those old rivals of Shengteng Titanium cannot be ignored. In past 10 years, they experienced two bad periods together, and obtained development by their competition. Nowadays, in the time of financial crisis, these rivals seems more important to the development of Shengteng.
Below there is a list of the most important competitors for Shengteng Titanium.
Baoji Titanium
Baoji Titanium Industry Company is the biggest manufacturer in China specialized in mill products of titanium and its alloys. Relying on Baoti Group, its biggest shareholder, it possesses strong technology superiority, complete and efficient quality system and rich management experience. Compare with Shengteng Titanium, Baoji Titanium has more advantages and power because of its huge investment. Nevertheless, both of them has cooperated on some projects in past 5 years (Baoti Group, enterprise introduction, Para 1). For example, they researched on new techniques to reduce pollution.
Shenyang North Titanium

Shengyang North Titanium Industry Company is a trade company. It is one of the companies which obtain the support from the Chinese government. Chinese government has arranged some experts and staff to assist its development. Shenyang North Titanium is also famous for its high quality of products.
Hebei Delin Titanium

Hebei Delin Titanium Company is the most important competitor for Shengteng Titanium. Delin Titanium specializes in titanium material processing as well. It is the second largest titanium processing company in Baoding city. 
3.5 SWOT analysis
SWOT is an acronym used to describe the particular Strengths, Weaknesses, Opportunities, and Threats that are strategic factors for a specific company. A SWOT analysis should not only result in the identification of a corporation’s core competencies, but also in the identification of opportunities that the firm is not currently able to take advantage of due to a lack of appropriate resources. (Wheelen, Hunger pg 107)
The SWOT analysis framework has gained widespread acceptance because it is both simple and powerful for strategy development. However, like any planning tool, SWOT is only as good as the information it contains. Thorough market research and accurate information systems are essential for the SWOT analysis to identify key issues in the environment. (Marketing and Its Environment, pg 44)
Strength and weakness

	Strength 
	Weakness

	S1 Products with high quality
	W1 Aged machines and facilities

	S2 Products with competitive price
	W2 Poor recruit in management department

	S3 Workers (experienced, skilled, etc.)
	W3 Family staff hard to manage

	S4 Widespread network
	W4 Products with less technological content

	S5 Experience in two difficult time by history
	W5 Lack of participation in exhibitions

	S6 Strict test process before delivery
	

	S7 Innovative experiment on saving costs
	


Opportunities and Threats
	Opportunities
	Threats

	O1 The decline in price of raw material
	T1 The price of titanium products sustained decline

	O2 Elimination of small titanium enterprises and decrease in competition
	T2 The “low price” and “differed payment” strategy by competitors

	O3 Adjustment of market order
	T3 Hard to regain debt from customers

	O4 National macro-control
	


3.6 Confrontation Matrix

	Strengths
	Opportunities
	Threats

	
	S1O1. Purchasing a large raw material if possible to increase inventory
	S1T1. High quality is the promise for high quantity

	
	S1O2. Holding high quality strategy to build long-term business relationship
	S1T2/S2T2. Products with high quality and competitive price will win in view of long term.

	
	S1O3. Holding high quality strategy to build great reputation in titanium industry
	S4T2. Maintain the long term business relationship with customers.

	
	S2O1. Price based on market
	S4T3. Avoid doing business with uncertified companies

	
	S304. Training workers at nation-owned enterprises (e.g. GRINM)
	S5T1/S5T2. Adjustment and revision to the previous management strategy

	
	S4O2. On the premise of holding existing network, developing new customers
	

	
	S5O3/S5O4. Adjustment of Shengteng Titanium for a new development in the future
	

	
	S6O3. Build great reputation in titanium industry field
	

	
	S7O2. Create profitability by decreasing costs
	

	Weaknesses
	W3O3/W3O4. Training family staff at professional place and regularization of staff in Shengteng Titanium.
	W1T1. Use unoccupied funds to buy several new facilities if possible. Or check and repair those facilities.

	
	W4O4. Send workers learning new technique and start to make products diversified.
	W4T2. Exploitation and development of new titanium products to fulfil the market.

	
	
	W5T3. Visit debtor for regaining money.


4. Conclusion and Recommendations

4.1 Conclusion

In the end, I would like to conclude my research. As stated in the beginning of this thesis, those answers to sub-questions will be clarified through my analysis. China titanium industry has been developed for only 40 years, however, it has achieved an unimaginable progress, and currently, it has been the fourth biggest country in global titanium industry. 

The problems of Shengteng Titanium are found and analyzed by SWOT analysis and Five Forces model. Its internal problems and external problems were shown clearly in the table, and it helps me to finish the research, and finally, answer my central question.

4.2 Recommendation

Generally, the analysis of my research and the interview with Mr. Zhou who is the vice president of General Research Institute of Non-Ferrous Metal (GRINM), can clarify my research objective. So, how could Shengteng Titanium maintain stable development in the time of financial crisis? Based on my 4 months effort, the SWOT analysis, five forces model and ideas from Mr. Zhou, I made 6 recommendations for Shengteng Titanium. 

Firstly, Shengteng Titanium should reduce the bargaining power of its buyers. Shengteng Titanium can reduce the bargaining power of its customers by increasing buyers’ loyalty to its business through partnerships or loyalty programs, selling directly to consumers, or increasing the inherent or perceived value of a product by adding features or branding((AICC, New ventures: Reducing the bargaining power of buyers, Para 1). In addition, Shengteng Titanium can try to select the customers who have little knowledge of the titanium market and have less power, because it can enhance its profitability.
Secondly, Shengteng Titanium should reduce the threat of new entrants in titanium material processing industry. Enhancing its marketing/brand image, utilizing patents, and creating alliances with associated products can minimize the threat of new entrants. Important tactics that can be followed include demonstrating its ability and desire to retaliate to potential entrants and setting a product price that deters entry. Because competitors may enter the industry if there are excess profits, setting a price that earns positive but not excessive profits could lessen the threat of new entry in titanium industry. (AICC, New ventures: Reducing the threat of new entrants, Para 1)
Thirdly, Shengteng Titanium should reduce the threat of rivals. Threats of rivals can be reduced by employing a variety of tactics. To minimize price competition, distinguish its product from its competitors’ by innovating or improving features. Other tactics include focusing on a unique segment of the market, distributing its product in a novel channel, or trying to form stronger relationships and build customer loyalty. (AICC, New ventures, Reducing the threat of rivals, Para 1)
Furthermore, Shengteng Titanium should increase the quality of its products and decrease the costs of its products. Shengteng Titanium should hold its advantage, and keep its strict inspection process before delivery. Quality is the basic survival factor and development source to an enterprise. Without good quality, it will be difficult to survive, or to compete. Nowadays, in the vicious competitive titanium market, cost control is the crucial factor to enterprises’ survival and development. In titanium material processing industry, there is vast space to control its costs. Thus, Shengteng Titanium should control its costs comprehensively, and take strategies from production, sale, process management and recycling management. 

Moreover, Shengteng Titanium should enhance its products’ chain and increase the additional value of products. Although the production of titanium up-stream products is complex and difficult, there are still a lot of complicated processes from titanium sponge to final products of titanium. Comparing to titanium down-stream products, the titanium up-stream products have relatively low profitability. Thus, Shengteng Titanium should enhance its products’ chain, and develop to specialized and abstruse direction. It can use its advantages of up-stream products, enhance the space of profitability and increase the total benefits. 

Besides, Shengteng Titanium should increase its investment on factory, and stimulate integration of industrial resources to achieve a qualitative leap. Many successful enterprises have experiences from small to big, from weak to strong. In the process of transformation, benefits accumulation is very important for enterprises. As the Chinese national mainstay industry, titanium industry is bound to develop rapidly in the near future. Thus, Shengteng Titanium should seize this opportunity to maintain stable development and get a new peak.

Last but not the least, Shengteng Titanium should broaden its mind and view the outlook of titanium industry. It should integrate industrial transformation and economic transformation with enterprises innovation to face industrial transformation and economic transformation. As we all know, titanium industry is a highly potential industry, and it is one of the huge and promising market. A great industry will certainly make a great enterprise. Many experts in titanium industry think that titanium enterprises will have one position in the top 500 of the world in the near future. Therefore, the integration of industrial transformation and economic transformation is the necessary step to the enterprise development. Moreover, taking comprehensive strategy should be the most important movement for Shengteng Titanium’s survival, competition and development.
References

Cole Ehmke, Joan Fulton, Jay Akridge, Kathleen Erickson, Sally Linton. Agricultural Innovation & Commercialization Center: Industry Analysis- the Five Forces. Retrieved May 25th, 2009 from Purdue University website: http://www.ces.purdue.edu/extmedia/ec/ec-722.pdf
China Metal (2005, August, 18th). The development status and outlooks of China titanium industry. Retrieved May 23rd, 2009 from Taxchina website: http://www.taxchina.com/xwzx/2005-08/18/cms394315article.shtml
China Non-ferrous Metal (2005, November, 25th). The speedy development of China titanium industry. Retrieved May 23rd, 2009 from Guangdong SME service net: http://www.gdsme.com.cn/2005-11/2005112583320.htm
China Power Metal (2005, December, 27th). The current status and future of China titanium industry. Retrieved May 23rd, 2009 from Powder Metal Net: http://www.powdermetallurgy.com.cn/hydt/shownews.asp?id=9352
Erica Olsen (2005). Internal and External Analysis. Retrieved May 26th, 2009 from website: http://mystrategicplan.com/resources/internal-and-external-analysis/
Marketing Teacher(2000). Analyzing the environment - Five Forces Analysis. Retrieved May 26th, 2009 from Marketing Teacher website: http://www.marketingteacher.com/Lessons/lesson_fivefoces.htm
Titanium industry (2009,March,27th). The review of highlights to China titanium industry in 2008. Retrieved May 23rd, 2009 from Cnv168 website: http://www.cnv168.com/tai/BDJ728s0D1fg.html
Titanium. Retrieved May 23rd, 2009 from WIKIPEDIA: http://en.wikipedia.org/wiki/Titanium
Tantan (2007, September, 5th). Come into titanium world, focus on titanium current status and consider about titanium development. Retrieved May 23rd, 2009 from Alibaba business website: http://blog.china.alibaba.com/blog/rhgs02/article/b0-i2568780.html
Xie Guangtao (2009, January, 7th). The cognition of China titanium industry. Retrieved May 23rd, 2009 from Zunyi Titanium Plant website: www.cnmn.com.cn/UserFiles
Zhoulian (2008, June, 5th). The report of China titanium industry in 2008. Retrieved May 23rd, 2009 from GRINM website: http://www.grinm.com.cn/
Zunyi Titanium Plant (2007, October, 26th). The consideration and development of China titanium sponge. Retrieved May 23rd, 2009 from Zunyi economy commission website: http://jmw.zunyi.gov.cn/cms/cms/website/jingmao/jsp/page.jsp?channelId=5739&infoId=33724
List of Appendices

1. Transcript of Interview
Appendix 1 

Transcript of Interview with Mr. Zhou, vice president of General Research Institute of Non-Ferro Metal (GRINM)

Interviewer: Peng Huo

Interviewee: Mr. Zhou

H: Nice to see you, Mr. Zhou. First, I would like to thank you for giving me this opportunity to interview you.

Z: You are welcome, and I am glad to help you with your research on titanium industry field.

H: Ok. Then I am going to ask my first question. As the vice president of GRINM, you must be clear what is going on in these two years in titanium industry. What do you think about China’s titanium industry and what kind of difficulties does it face?

Z: Well, indeed, after the prosperity in 2004 and 2005, China’s titanium industry has fallen into downturn since 2007. I still remember, at that time, the price of one ton of titanium sponge increase to ￥150 thousand yuan, even ￥200 thousand yuan, that is a really crazy period. But now, as you may know, most of titanium sponge plants have closed down in the end of 2008 because of the low price. Some of my friends said “I cannot even sell one ton of titanium sponge with cost price.” It is another expression to display the difficulty in titanium industry market. In fact, the difficulties we are facing lie in three aspects. Firstly, production titanium sponge is a process that costs high energy, for example, electricity, gas, water, etc. As the price of energy increase, the cost of titanium sponge rises up quickly, and it has been the most burdens to those titanium sponge plants. Secondly, chaotic market order has a bad effect on titanium industry. Because of the prosperity of 2004, more business men invested into titanium industry, which caused the increase in the number of titanium plant from two to 40 by the end of 2007. Because of these blindness investments, vicious competition started in titanium industry market. So, in my opinion, a healthy market order and national macro-control is needed currently. Lastly, to some extent, the employees in titanium industry are not qualified. Titanium industry is a complicated industry; it needs high technology, advanced facilities and innovative production methods. Obviously, in China, the people involved in titanium industry field, are not qualified enough.

H: According to your knowledge and experience, why did these difficulties occur?

Z: In fact, to China’s titanium industry, it is hard to avoid being depression. Because when a thing could reach its peak, it will go down. The same thing happened to gold, so is titanium. Why do I say that? In my view, it is hard to separate from its successful time in 2004. Due to that time, most Chinese business men started to pay attention to titanium industry, and it caused a fierce but not healthy competitive market. Then after the price of titanium sponge decreased, the problems in titanium industry started to show clearly. Moreover, it encountered global financial crisis of 2008, China’s exportation business showed a terrible status as well. It is also the reason why China’s titanium industry was in a downturn.

H: So, do you mean, the titanium industry market is chaotic?

Z: Well, you could say that. Because currently, China has the most titanium sponge plants around the whole world. However, it only happened in 5 years, it is really an abnormal phenomenon. Though, the investment in titanium industry could result in development, their immature technique and blindness investments have actually caused huge waste of titanium resources and energy. Plus, since their low cost and defective competition, the market order was broken.

H: Now, let’s talk about Shengteng Titanium Company. You must be very familiar with this company since you have been there for 3 months last year.

Z: Yes, I was appointed to Shengteng last year for directing and inspecting the processing progress. At that time, Shengteng was processing titanium products for GRINM.

H: What is your image about Shengteng?

Z: Well, because I had lived in the factory for almost 3 months, I am quite familiar with the workers there. In my point, their workers are experienced, strict and careful. Because of them, their products always have high quality. It is credited to their strict production system. There are 4 inspections before delivery, and I have never seen that strict policy in other companies. And, of course, their high quality brings them great reputation. That is why GRINM has the long-term business relationship with them. We trust them. However, in my image, there are some problems on their management department. Though, the staff have rich management experience, their profession knowledge about titanium industry is poor, and sometimes, it results in low work efficiency. I remembered, the boss of Shengteng had complained to me that it is really hard for them to make good recruit. But it is really a culture thing. Nowadays, young people like to work in the developed city, even their wages are low. Shengteng is located in countyside, that is the main problem, I believe.

H: Currently, Shengteng’s situation is not good. Purchasing order becomes less, and it has been lay-off for two months last year. Where is the problem do you think?

Z: It is not scientific, if you say it is the problem of Shengteng. Over the two years, the titanium industry market was not very well. Lots of titanium enterprises lost their money, and most of the factories has been lay-off. For example, Henan titanium enterprises lost ￥0.3 billion yuan because of huge price reduction. This is only a general problem. Including us, our sales decreased sharply these two years as well. Shengteng is a titanium processing plant with long history and powerful strength, they have experienced the crisis period in 1997 and 2001. Therefore, I think it will pass this difficult time successfully as well.

H: Then, do you think the big number of titanium processing plants could be threat to Shengteng?

Z: It depends. Because currently, the number of titanium processing plants is big. However, most of them are small investment, low cost, and immature. Shengteng has a long history in titanium industry field, and its reputation is its great guarantee. In a short time, maybe those titanium processing plants are profitable; however, if you take a long-term view, they cannot be threat to Shengteng. For example, in these two years of 2008 and 2009, most of them will be eliminated. And the one who can survive would have great development in the future.

H: So, what aspects do you think Shengteng has to improve to maintain stable development in the time of financial crisis?

Z: In my view, there are five points. Firstly, broaden your mind and view the future. One should integrate industrial transformation, economic transformation and enterprises innovation and face industrial transformation and economic transformation. As we all know, titanium industry is a highly potential industry, and it is one of huge and promising market. Great industry will make great enterprises for sure. Many experts in titanium industry think that titanium enterprises will be one of the top 500 of the world in the near future. With the healthy market economy, the development of industries must result in several leading enterprises in every industry. So, take industrial transformation and economic transformation into the necessary step of development of enterprises and comprehensive strategy as important strategy of enterprises survival, competitive and development. Secondly, increase the quality and decrease the cost, keep its advantages. The quality of the products is the key of survival for enterprises. If your products have low quality, it is hard to survive in such a fierce competitive market. Most economists pointed out that the crucial part for an enterprise is not cost but market, meanwhile, the cost control is the most important factor for competition. So, Shengteng should control its costs comprehensively. Make strategies from production, sales, flow management and recycling. Thirdly, enhance industrial chain and increase products’ additional value. Titanium industry is a complicated industry. Although it needs complex technique and high technology content, compared to titanium end product, the up-stream products still have low profitability and the profitable development space is limited. Currently, most of our titanium sponge are used to export, however, we always import the titanium end products, this made our economy has no profitable any more. So, Shengteng should enhance its industrial chain and develop into specific and deep field. Use its up-stream products as advantage, enhance profitable space, increase total profitability and finally strengthen it. Last, but not the least, invest more capital on it and stimulate integration of industrial resources to achieve a qualitative leap. Many successful enterprises experienced from small to big, weak to strong. In the transformation of small to big, the profitability accumulation for enterprises is very important. It should develop into specific and deep directions. With the development of market economy, titanium enterprises should increase the capital for operation and I believe it will create a glory in the future.

H: Your view is really impressive, and finally, can you describe your outlook about the development of titanium industry in the future?

Z: From my point of view, in the future, people will research, exploit and produce titanium products or titanium alloy products with a high motivation. In China, with the tight titanium market and government’s support, our western exploitation program and aged industrial base program will provide a great development opportunity to China’s titanium industry, and this will lead China’s titanium industry to a healthy and rapid development. 
H: Ok, then thank you for your time, Mr. Zhou.

Z: My pleasure. 
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