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1 INTRODUCTION

Finland, and more concretely its Capital regiond@éipunki seutu), has a very well
developed system of mass transport. The systenchwhirun by municipalities in the
area (Helsinki, Espoo, Vantaa, Kauniainen) and empasses local rail (in German
speaking countries known as “S-bahn”), Helsinkinmebus and ferry (to Suomenlinna
sea fortress) modes of transport, ranks reguladyral 29 spot in European survey for
best public transport conducted by the automotivbsc(Helsingin Sanomat 2010). Ac-
cordingly, the public transport system is very dap@among its passengers — Europe’s
most satisfied public transport passengers liveHeisinki area (Helsinki Regional
Transport 2010). Other means of paid personabpan in the area are taxi services.
Taxi market in Finland is competitive and thrivingith high average level of service
quality (the cars used are usually mid- to uppasx<lkedans, drivers are required to have
education on the field of personal transport (L&wsomen Laaninhallitus 2010)). The

road network in the area is extensive and well maed.

However, the frequency and amount of connectiortichwvare served by the public
transport system, drops considerably during nigbtdy few busses and trains are in
operation during this time) (HSL 2010) and weekenilsthese times, the taxis can
serve more customers requiring personal transmspecially during early morning

hours). Weekends and late night, early morning $i@oincide with the time when the
most alcoholic beverages are consumed. Drunkemndrig prohibited by the law and

inebriated customers have to look for alternativaeles of transport home from the pub,
restaurant etc. Part is served by the public tramspart by the taxis, part will walk

home, part will be taken home by a sober friendfiamember/acquaintance, and part
will use services of increasingly popular blackitagerators (Takala 2010) or by driv-

ing home under the influence of alcohol.



The last two modes of transport, which are usdtbatjh they dangerous and in case of
drunken driving illegal, clearly show that therears untapped demand for service which
is not currently offered by any of the traditionrsonal transport services. Currently
there are no services specifically aimed at custsmd&o come to consume alcoholic
beverages with their vehicle and are in the neetaokport afterwards. These custom-
ers could be served by service that would driventtck home in their own vehicle.
Analysis of possibility of launching of this kind eervice (called service S in further
text) in the Capital region of Finland along withanptification of demand and evalua-
tion of risks connected with the launch and operatf this novel transportation service
are the main topics of this bachelor’s thesis.

1.1 Background

The author was told by a friend that in Prague (GzRepublic), there are services,
which allow renting a service of a driver to dritvee customer to his destination in his
own car. According to him, there are several sudompanies in operation, serving
mainly customers under the influence of alcohole @nthor was interested in research-
ing whether such a service would be able to opematebe successful in conditions of
Finnish capital area given many similarities of tin® areas. Both are inhabited by
1000000+ people (Wolfram Alpha 2010), both haweilsr GDP per capita (Cox 2009)
and both of the countries in which these capiialf&ve similar culture when it comes
to consumption of alcoholic beverages. These siitida are the author thinks that sim-
ilar service might operate well in Finland and & thinking on scientifically sound ba-

sis, she decided it to be the topic of her thesis.

1.2 Research Aim

This thesis was conducted for the purpose of imyatsbn of possibility to run driver-

renting service in Finnish Capital region. The aifithe thesis was to analyze whether
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such a business concept is sound within Finnisldidons and whether there is suffi-

cient demand for the service to warrant its retibbma Secondary aim was to determine
size and structure of the market segment targetemibservice. In short, the aim of the
thesis is to find out whether a company offeringyiee S would be a successful venture

or not. The author laid out following research dioess:

Research question 1

Is the service S feasible in Finland (from legaktegic, operational point of view)?

Research question 2
Is there demand for service S in the capital regioRinland?

(In other words, is service S feasible in Finlarahf economic point of view?)

With these questions, it was possible to createeais that would reflect the decision-
making and information gathering of a company degdo launch a novel product on
an unknown market utilizing methods and knowledgguaed during author’'s studies

at Arcada.

1.3 Thesis Structure

1. Introduction serves as a foundation of the thédativation, background and re-
search aim are presented here in detail. Struofutee thesis, its limitations and

methods used are described in this part as well.



2. Theoretical framework provides necessary theordebeakground, shows key
concepts in the researched area. This part is adedsively on review of sec-
ondary material and it forms the foundation forlgieal part of the thesis. The
analytical methods, their use, importance and itglidf their results are de-
scribed here. Moreover, basic description of theise and the market on which
it is offered is included in this section.

3. Analytical section — comprises of application ofabmical tools of strategic
management on the data collected from publiclylakbe sources (mainly press
and Internet) and serves as a basis on which sutseof the results section are
judged and decisions are drawn in the discussiciiose

4. Primary data analysis section contains analysisotiécted empiric data. This

part of the thesis represents marketing managepaemt of view in the thesis.

5. Discussion section integrates results of both mengeresearch analysis and
strategic analyses and draws conclusions on rdseaestions. Suggestions on
further research finalize the thesis.

1.4 Scope and Limitations of the Thesis

The scope of the thesis is geographically limitetly do the Capital area of Finland

(which is with its concentration of customers arehith the most attractive place where
to launch service S). References to other geogragieias are only included to provide
additional insight.

The thesis does not include a financial analysianyf kind. It is not intended as a busi-
ness plan, but as a kind of a “proof of concep#lgsis, which takes place before actual
business plan is created. Thesis utilizes analysed in strategic and marketing man-

agement. Other analytical approaches (financialapament, operational management,
9



management of human resources) are therefore desstad. Due to the language bar-
rier, the amount of the information available te tuthor (who does not speak the local
language) is smaller than that available to thegeispeaking Finnish language. This
might influence accuracy of certain claims, howenet the validity of the assertions

this work makes as a whole.

1.5 Research Method

Two research methods were used to find answerthéresearch questions: secondary
and primary research. Secondary research congrstedcollecting and analyzing data
from bibliographic and electronic sources. Thisesesh method is used in chapters 2
and 3 of this thesis. Primary research is represkeint this work by form of a question-
naire. Chapter four of this work is dedicated talgsis of the collected data from the

questionnaire.

Secondary material collected was twofold: part weaaling with the analytic methods
used to analyze the second batch of data, whichdealng with transport markets and
industries related to the market, and industry imctv the service S will operate. While
data regarding analyses were obtained from bildiolgic sources, most of the data con-

cerning the industry were obtained by direct obaton and from electronic sources.

Questionnaire based survey was conducted on saofi@® respondents in January
2011 in Helsinki and Espoo. Questionnaire was aislgd in paper form and it can be
found in its entirety in the appendices sectiohefthesis. There was only one version
used for all of the respondents. Questionnaire adg available in English version.

Questionnaire and its composition are directlyteglato the second research question

and based on the results of analyses conductdthter 3.
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2 THEORETICAL FRAMEWORK

2.1 Porter’'s Five Competitive Forces Model

Porter’s five forces model is an analytic tool deped by Professor Michael E. Por
of Harvard Business Schbin 1979 to assess the profit potential of indasi(Johnson,
Scholes and Whittington 20 p.78). This model does not view the competition ¢
form of interaction of only the players in the sam@ustry as a company, but incluc
also other industre#sectors that affect the ginal industry as well (Porter 19 p.21).
Porter (1998 pp.223) recognizes five important competitive forceattishape th
industry and determine its structu

1. Threat of entry (of new competito

2. Bargaining power of supiers

3. Bargaining power of custom

4. Threat of substitute products or serv

5. Jockeying for position among current competitorsr{fpetitive rivalry
Their interaction is graphically depicted in Figure

| Threat of
P er of New
Customers Entrants

Bargaining | Threat of
Power of — - Substitute

Suppliers ,7'C0mpetitive | Products
Rivalry

within an
Industry

Figure 1 Porter's five orces graphically represented (sourt
http://upload.wikimedia.org/wikipedia/commons/6/6@ters_five_forces.PN(
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The stronger the effects of these forces are, thiee nimtense the competition in the ana-
lyzed industry. The more intense competition lefd®wer profitability within the in-
dustry and to lower attractiveness of the induasya whole for the outside investors.
The strongest force(s) are the most importanttfateyy formulation as they determine
the profitability of the industry the most. In difent industries, different forces have the
greatest impact — e.g. in one industry, the custemmeght hold the most power, in other
it might be threat of substitute products that deiees the intensity of the competition
within the industry. Which force(s) is the most ion@ant, is dependent on the structure,

economic and technical characteristics of the itrggu@Porter 1998 pp.21-23)

2.1.1 Threat of Entry (of New Competitors)

The propensity of new competitors to enter the stiguis dependent on the presence of
barriers to entry. New competitors have to overctonase in order to gain position in
the industry. They are usually not permanent andndb necessarily deter all the
potential competitors, but they delay their progrddohnson, Scholes and Whittington
2006 p.81)

Porter, 1998 recognizes these six major barrieentoy:

1. Economies of scale — if existing competitors in timelustry can utilize
economies of scale, then they force any newcomenter the market in large
scale or accept a cost disadvantage (ibid). Asao@s of scale are connected
with the size of the company, they might also hather important advantages
over newcomers.

2. Product differentiation — by creating brand diffeiation the companies within
the industry force any new newcomer to overcomeocosr loyalty. Tools and
traits determining brand differentiation are: adiigamg, customer service, being
first in the industry and product differences atigeo. (ibid)

3. Capital requirements — if new competitor has taestwig amount of resources
beforehand, it might deter him from entering theustry. Sufficiently high
capital requirements greatly reduce amount of patleentrants to the industry.
(ibid)
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4. Cost disadvantages independent of size — the caegavithin the industry
might have advantages which are not available o players such as patents,
favorable location, access to best resources, geuament subsidies,
proprietary technology or reap fruits of the leagicurve (they are in the
industry so long that they know how to do thingghtiand in efficient manner).
(ibid)

5. Access to distribution channels — if existing wdydwstribution of the products
to the customers are firmly in the hand of the taxjiscompanies, any newcomer
will have difficulties to deliver his products the customer. (ibid)

6. Government policy — government regulations mayatliyeor indirectly affect
the possibilities to enter the industry (ibid). T®ogovernemnts use are:
complusory licenses (in Finland for example in Tamdustry, selling of
weapons), limiting sales of certain products orarsa (Finnish example: sale of
liquors - Alko), environmental regulations, safegégulations, forbiding the sale

and purchase of certain products (drugs, etc.)odmet.

These barriers differ from industry to idustry asah be combined. For example in oil
extraction industry the established players hawam@idges of economies of scale, very
high capital requirements are needed to enterritiesiry, they have cost advantages
independent of size (know how, location), accesdigtribution channels and are often

protected from competition by the governments.

2.1.2 (Bargaining) Power of Suppliers

Suppliers of the industry if powerful enough carseathe price of their products or
lower their quality regardless of their customdrsis in turn can limit profitablility of
their customers (the industry). (Porter 1998 p.28)

Factors influencing the power of the supplier(€) ar

13



1. If supplier industry is “dominated by a few compzsiand is more concentrated
than the industry it sells to.” (Porter 1998 p.Z¥ample of this is OPEC
(Organisation of Petroleum Exporting Countries).

2. Their products are unique or differentiated, oirtheoducts have high switching
costs (for example if supplier manufactures parts dustomers exact
specifications or if their production lines are nented with their customer’s).
(ibid)

3. They are not obliged to compete with other proddctssale to the industry.
(ibid) In line with prevoius implication about unigq product, if there is no
competition for the supplier industry, then custormalustry has to bear the
increased costs. Example of this is Chinese ratbesproduction and exporting
industry.

4. They can forward integrate into the customer’s sidu — this way they
effectively limit bargaining power of their custorse(ibid)

5. If the industry is not an important customer of guppliers — if the industry is
an important customer, then suppliers are depenutents well being and will

protect the existing relationships. (ibid)

2.1.3 (Bargaining) Power of Buyers

According to Porter 1998, buyers are important cetitige force if they possess fol-
lowing qualities (please note that the mechanidmas work here are similar as in the
case of suppliers):

1. They are concentrated/purchase in large voluméshey purchase in large vo-
lumes — they are important customers and industrg-being is dependent on

theirs as implied in point 5. of previous section.

2. The products they purchase form the industry aedstrd or undifferentiated —
low or nonexistent switching costs allow custontershoose freely the suppli-

ers, thus increasing the competition for their pases.
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3. They generate low profits — financially weak cuséssare highly price sensi-
tive and as such create pressure for lowering @fptiices in the supplier indus-

try.

4. The product of the industry is not important to thelity of their products or
services — if the product is not the core partheirtservice or product, they will
be price sensitive. Example: Replacement of creanhe ice creams by plant
based oils and milk. This shows that the qualitgimionly be perceived (by the

consumer).

5. The industry’s product does not save their mondythe product can repay it-
self multiple times, the customer is not price geres but looking for quality

instead. Example: investment banking, mineral pgospg. (Porter 1998 p.30)

6. The buyers can realistically integrate backwardshto suppliers industry. Car
companies and their big customers were waging ¢biglict — as a buyers
threatened suppliers with self-manufacture. (ibid)

2.1.4 (Threat of) Substitute Products

Substitute products represent a threat becauseefifegtively put a price cap on how
much the industry can charge for its products (bseaof cross elasticity of demand).
Their influence can be lowered by improving quabtydifferentiating industry’s prod-
uct. If the substitute offers better price/perfarmoe ratio, its limiting effect on industry
profitability will be more pronounced. The most darous substitutes are those that
improving their price/performance ratio comparednustry’s product and substitutes

produced by highly profitable industry. (Porter 83832)

Forms of the substitution can be various:
1. Product-for-product substitution — example of fhinomenon is postal service
and e-mail (Johnson, Scholes and Whittington 2088&)p printed books and e-
books/e-book readers.

15



2.

Substitution of a need — occurs when new produskeovice that renders exist-
ing service/product redundant (Johnson, ScholesVahdtington 2006 p.82).

Example: mobile phones SMS (Short Message Servicajle sending of

telegrams obsolete.

Generic substitution — product belongs to the sgmoaip when it comes to
customer’s disposable income distribution (ibidxaBple: When customer

wants to travel he might consider travelling by ,lduain, ship, airplane, car etc.

2.1.5 Jockeying for Position (Competitive Rivalry)

Competitive rivalry in the industry is form of coeftion where players compete by

price, product introductions and advertising (Poi@98 p.32). Intensity of competition

depends on:

1.

Number of competitors — if it is large or competit@re about the same in the

size and power, there will be intense competitmmbletter position (ibid).

Slow industry growth — expansive players will bdliwgy to start to fight for

market share (ibid). This leads from the fact tinathe slow growing industry

one of most viable ways how to increase profitgbiis to maximize market

share.

The product of the industry is undifferentiated /andacks switching costs —

customer can freely choose from whom to buy (ibig)w to non-existent cus-

tomer loyalty then creates conditions for fights ¢astomers of the competitors.
High fixed costs, perishable product — when dairdmops there is strong pro-

pensity to cut the prices (ibid). Propensity to the prices stems from the need

to minimize potential losses and it might lead ticg@wars.

Capacity is increased in large increments — tragddeto supply demand misbal-

ance and to short term overcapacity and followingepcutting (ibid).

High exit barriers — stem from very specializedetsghigh sunk costs), or man-

agement’s loyalty to given industry. This meand thlayers that would other-

wise leave the industry stay and compete evenelf tleturn on investment is

low or negative. This lowers profits of other pleyén the industry as well. (ibid)
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2.1.6 Porter's Five Forces Model — Conclusion

The competitive forces that are the most powerfal those that business must over-
come or use to its advantage in order to succedukeiimndustry. Important note here is
that the competitive forces and their intensityrd&in time and place. Example: bar-
riers to entry to space travel industry were sdnggm most of 20th century, that first
competitors appeared at the end of last centugyslive barriers of entry may and do
differ from country to country — e.g. China hasslesringent environment protection

legislation than European union.

Porter’s Five forces model is one of the analydesxternal environment of the compa-
ny and one that gives and important insight intev hodustry in question works and
why. In order to construct the correct strategydimen market/industry it is important

to analyze internal environment of the company el. w

2.2 Strengths, Weaknesses, Opportunities, Threats ( SWOT)

Analysis

SWOT analysis is one of the best-known and widselduanalyses not only in business
environment but also in non-profit sphere. SWOTIysis integrates analysis of influ-
ences of internal environment factors of the comp@trengths and weaknesses) and
external environment factors (opportunities anedks). “SWOT analysis is grounded
in the basic principle that strategy-making effortsst aim at producing a good fit be-
tween company’s resource capability (as reflectgdtdbbalance of resource strengths
and weaknesses) and its external situation (aectefl by industry and competitive
conditions, the company’s own market opportunitéex] specific external threats to the
company’s profitability and market standing).” (Thpson Jr. and Strickland 111 2004
p.117)
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2.2.1 Strengths

“Strength is something a company is good at doing oharacteristic that gives it en-

hanced competiveness.” (Thompson Jr. and Strickla2®04 p.117)

A strength can be:

A skill or important expertise — know-how, expegti® good customer service,
unique talents, expertise in e-commerce etc. (ibid)

Valuable physical assets — hi-tech equipment amahtgl attractive location,
worldwide distribution facilities, large financiakserves and other can be an
example of valuable assets. (ibid)

Valuable organisational assets — quality contreteays, proprietary technology,
patents, loyal customers and other. (ibid p.118)

“Valuable intaginble assets — brand name image,pemy reputation, buyer
goodwill, or a motivated and energized workfora®id)

Competitive capabilities — fast development andkeiaintroduction of products,
strong partnerships with key suppliers, effectigsearch and development, fast
reactions to market conditions and emerging oppdras. (ibid)

An achievement or attribute that gives the companmgarket advantage — low
overall costs, biggest market share, strong bramden wide product range,
exceptional customer service. (ibid)

Alliances or cooperative ventures — succesfullantes and partnerships

increase company’s own competiveness. (ibid)

Every company has a different set of strengths. Sthengths have synergic effects so

two can give the third (e.g. good research and Idpweent capability with large

financial assets make it possible to create a bhmeakgh product/patent, that will

provide a unique advantage over other competitors).
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2.2.2 Weaknesses

“A weakness is something a company lacks or doeslyp@n comparison to others) or
a condition that puts it at a disadvantage.” (TheampJr. and Strickland 111 2004 p.119)
The weaknesses can take as many forms as strefigtbsipany lacks any of strengths
mentioned in section 2.2.1 then this lack is a wesk.
According to Thompson and Strickland 2004, weakeesan take a form of:

* No clear strategic direction

* Obsolete facilities

* A weak balance sheet

» Higher costs compared to others

» Lacking key skills/capabilities

» Lower profitability than others

* Too narrow product line

* Weak image/reputation

* Weak distribution channels

» Insufficient funds to follow promising strategies

* Underutilized capacity

* Lower technical know-how or lagging in R&D

As was true with strengths every company has its omique set of weaknesses, which
may also have synergies, which amplify their effedxample: weak management
skills of the management together with not venal@iscontented workforce will nega-

tively affect every other aspect of company operati

2.2.3 Opportunities

Market opportunities represent possibilities fompany to grow its profitability, mar-
ket share, improve its brand awareness, breaknieno market, gain a competitive ad-
vantage of some sort and other possibilities. Tdreynot made all equal and each one
bears a different profit potential (Thompson Jrd &trickland 11l 2004 p.126). Every
industry offers different amount of market opporti@s (ibid) and they change in time
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and place. Company might only pursue the oppoitsibr which it has sufficient re-
sources (Thompson Jr. and Strickland Il 2004 p)1tbich means that for different
segments on the market and for different compamnigsn the industry there might be
different (attainable) opportunities.
Potential market opportunities are amongst others:

* Falling trade barriers

* Expanding into new segments, geographic markets

* Weakness of competitor(s) — which gives a chandaki® his customers over

« Possibility to integrate backwards/forwards

* Possibility to gain new strategic partner

* Possibilities to utilize new technologies

* Sharp increase in demand on the market

* Booming economy

» Possibility to employ expert(s), specialist(s) withique skills/capabilities

2.2.4 Threats

Threats are factors in company’s external envirarntteat threaten its profitability and
competitive well-being (ibid p.127). The amounttbfeats in differs from industry to
industry and in time and place. Threats differntensity and in probability to hit the
company. The company must identify such threatstiage both a high impact on its
profitability and high probability to affect it anorepare defenses against them. Differ-
ent companies (even in the same industry) facereifit threats —e.g. that what might
destroy small players in the industry might notdawny effect on the industry’s leader.
Threats come in many forms:
* Entry of new competitors
» Disruptive technological changes — they might gitteer players in the industry
a competitive advantage, render company’s produbsolete, increase
price/performance ratio of substitute products.
* Improved substitute draws away the customers

* New government regulations in the industry
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* Cuts in demand (caused by catastrophes, markétasascessions...)
e Supplier industry cartelizes
* Price wars in the industry

e Drop in trade barriers protecting the company

2.2.5 SWOT Analysis — Conclusion

SWOT analysis provides insight into both compaiyternal and external environment
and serves as a base for other strategic analysescmpany’s strategy formulation.
Kotler and Keller 2006 pp.54 see the usefulnesSWOT analysis in goal formulation
phase of planning process where it is combined witter tools of management by
objectives. Thompson and Strickland 2004 pp.127tkeeuse of SWOT in drawing
decisions about “how company's strategy can be Imeatcto both its resource
capabilities and its market opportunities, and hwgent it is for the company to correct
which particular resource weaknesses and guardnstgarhich particular external
threats.” This implies that strengths of the conypstmould be utilized to exploit market
opportunities and not to cover/counterweight itsakreesses or fight the threats.
Weaknesses should be eliminated and threats edtveted or be overcome (i.e. a

solution for weakness is its elimination, not growft some of company’s strength).

2.3 Description of Service S

The service S is an alternative personal transgektice with model akin to a taxi ser-

vice. The alternative taxi service works as follows

1. Customer calls the call center
2. Driver is dispatched to his location (in the cawen by his designated colleague)

3. Diriver drives the customer home in customer’s oamn c
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4. Driver and the customer arrive at the destinatwimere the driver is picked up
by his colleague. Payment occurs.

5. Driver is driven to the next customer, or to thatee
The main point of service S is to serve custonteas dre indisposed to drive their own
car (in the case of the service investigated is thesis that means under the influence
of alcohol or drugs that lower the ability of thedividual to drive a car) to get them
with their car to the destination of their likinpn@st probably to their home). There are
legal (driving under influence is considered a ramméanor/felony virtually in all the
European countries) and biological reasons (custamenk into sleep - transport or-
dered by a friend, person is under influence ofelication that lowers attention etc.)

why a person cannot/should not drive the car aatishwhere the service steps in.

Usage scenario: A customer drives to the city ecaotehop and later meet some of his
friends by accident, goes for a dinner and drinkstelic beverages. He/she needs to

get himself and his car home. Now he has sevetag

1. Call the taxi and get driven back home, returntf@ car on the next day (paid
service).

Use the black taxi and return for the car next (ghayd, risky)

Use the public transport to get home, return ferdar next day (paid service).

Drive home under the influence of the alcohol {yiskd illegal, free).

o b~ 0N

Get driven home by a sober friend/family memben(ba in his own or other
car, free).

o

Get home by walking, distance permitting (riskedy.

7. Hitchhike (risky, improbable, free).

8. Stay where he is until becoming sober and drive éntater (improbable scena-
rio, though possible in some cases, free or pamding on activities/place to
stay).

9. Use service S and get home with a car (paid s@rvice

Most of these options do not include the transpbthe car back home, which means
that effectively there is a need to use e.g. taxpublic transport twice if retrieving the
car and if he goes home after retrieving the carisheffectively travelling the route he

would be travelling once using service S three $ime

22



The main competitors in the market are taxi sesvi@ed public transport (at least in
Finnish capital area, in the areas with worse putsthnsport network the taxi service

will have a market lead).

Service S and common taxi services share simédariti few areas. The similarities with

taxi service are:

e Ordering by phone

e Customer is transported using a motorized vehidiended for individual trans-
port

* Charging for each kilometer driven, minutes waiéc

» Price of the trip can be divided among several@essf necessary (car owner +

few of his friends)

Dissimilarities include:

» The customer orders services of driver only, caravided by him/herself

* Fuel consumed is not included in the price of thedport (because it is custom-
er's own fuel that is being consumed)

* The customer’s car is transported as well

« No taxi license necessdrfthe service S is not a taxi service, in its doris a
“driver renting service”, the vehicle used for tsport is not provided with the

driver), therefore no permit from the city is nes&ay when starting the business.

Comparison to public transport service:
Similarities:

» Paid personal transport service

! Hypothetically, the exact legal status of the &mris unknown.
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Differences:

* Public transport operates on a fixed schedule angredefined routes. Service S
operates on demand and on customer-defined routes.

« Service S will most probably be more expensive falic transport ticket.

e Public transport does not transport passengersdomahicles (exception: Suo-
menlinna ferry)

* Public transport vehicles are not equipped withnpayt transactions terminals —

cash payments only.

2.4 Characteristics of the Market

Market for service S comprises of customers thatrieansport after drinking alcoholic
beverages and have a car to their disposal. As, shelcustomers are a subset of taxi
and public transport service users. The marketiisently serviced by taxi services, il-
legal taxi services (in the capital area) and putshnsport. There is a limit imposed on
number of taxi services operating in the area Hetfsinki at the time of the writing of
this thesis the number was 1400 licenses (Takal®)20 here are several companies
providing public transport services for the munaipes in the capital region. lllegal
taxi services are relatively new phenomenon, tresnsto operate on word of mouth
basis, with driver serving his long-term client€lakala 2010).

The demand for the transportation service of irdabdd customers is cyclic in nature
(the most popular days are Friday and Saturday whbeal population visits the
pubs/bars most often), with sharp spikes in den@ndertain days (Vappu, Juhannus,
New Year's Day) and most of the transport is domeindy night time (after the
bars/pubs clos€)The exact size of the market in terms of revenumediver is hard to
define as the market is fragmented and there ®dat@ concerning specific market seg-

ment the author is interested in (it does not ya$teas such). However, it is possible

2 Based on author’s personal observation.

24



use data from taxi union (Suomen Taxiliitto, furtie the text ST), which can provide
an insight into market structure. This is a relévsource of data as business model of

service S is most similar to the business mod&dfoperators.

According to ST, the annual revenue of the wholenish taxi industry is 830 million
EUR. About 9500 taxi entrepreneurs own around 10@d0cles in Finland. Amount of
kilometers driven annually is around 830 milliorhieh shows that the average revenue
of kilometer driven is EUR 1. The cities are serbgdaslightly larger amount of taxi op-
erators (55%) than the countryside (45%). One-balhe customers are private cus-
tomers, 30% are local/municipal services and rem@i20% are business customers.

There are approximately 560 customers per taxeprgneur. (Suomen Taksiliitto 2010)

For purposes of service S, it would make sensedle flown the market that is relevant
to it. According to ST data arguably 50% of theivenue comes from private customers
(there is no exact data available, so presumpkieratithor made is that there is no price
discrimination in taxi pricing — even if there watswould most probably be in favor of
businesses and municipalities that have sufficiigatncing to order large amounts of
services) and therefore revenues from this segarerd 15 million EUR. If a presump-
tion is made that one fifth of the population ofl&nd lives in the Capital area, and that
the distribution of taxi operator’s customers i®\vhroughout the country (not very
probable, big cities should have more than averageber of both operators and cus-
tomers) then there is market of around 83 millidwREannually in taxi services for pri-
vate customers in the Capital area. Target markétenof service S is a part of this
market. The exact share of customers willing to seserice S can only be obtained
through the market surveys and then by extrapolatiothe results on the aggregate
values of the whole market. Most optimistic guegshe author is that about two per-
cent of the customers might be willing to use sEr\% and that would mean market of
size of 1,6 million EUR just from the taxi custormerhere are also customers using the
public transport service though, so the aforemeetiosum can be used as the bottom

line for the estimation of the market size of tegraent.
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Overall market evaluation: Taxi market in Finlargdin its growth phase, it is very
fragmented (with around 9500 mostly small enteg®isand not very consolidated. The
barriers to entry are low (taxi permit) and therieais of exit are equally low. The mar-
ket overall is competitive, though due to the nataf the service it is not possible to
take total number of taxi entrepreneurs in Finlasduniversally implying competitive
market (because there might be highly competitiaeket with hundreds of operators in
Helsinki, while in Nuorgam in the northern Laplatitere might only be one locally

monopolistic operator).
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3 ANALYTICAL SECTION

3.1 Porter’s Five Forces Analysis

3.1.1 Threat of Entry of New Competitors

» Barriers to entry are low to medium: taxi permitibwhat is needed — service S
is not a traditional taxi so its operators do nadreneed a taxi car on their own.
If taxi permit was necessary, the situation woutdnore complicated — city of
Helsinki imposes the limit on the amount of the tsenses and the demand ex-
ceeds supply in this case (Helsingin Sanomat, 2008e total number of taxi
services in Helsinki did not change in last tworgea

e Barriers to exit are low: minimum of long-term lilfies of any kind (no preor-
dered production, minimal staff, capital needsramimal — no need for finan-
cial leverage by borrowing money), capital investtsgcar) can be used in pri-
vate life as well.

* In concrete segment of service S very low sunkscfetline with previous im-
plication)

* Customer loyalty low to medium — in the taxi marie¢ overall quality offered
Is uniform, service is not significantly differeated — the car park is similar
across the industry and the prices have a set mmminThere is not much space
for differentiation and so the customer might we#it chose by finding the taxi
at the stand randomly or use telephone number $ielitained from somewhere
(in case of service S the source is the bartender).

* Industry profitability is low to medium — with awage revenue per entrepreneur
of 87500 EUR vyearly.

e Capital requirements are low; as we only need &scaoter, place for an office
and telephone + computer with an Internet connect@apital requirements of

the competitors are higher as every driver hasate town vehicle + telecom-

3 calculated from ST's data
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munication infrastructure of taxi services is mergensive than that of service S
(they run on TETRA — terrestrial trunked radio segv this is in effect a pri-
vate telephone network (Anttalainen, 2003)).

* Brand equity is low — customers usually use the¢ takich is available regard-
less of its brand. In case of public transporteystthere are brands, but they are

also not important from the customer’s point ofwie

Overall the barriers to entry and exit are low, bger big amount of players already on
the market and relatively low profitability of tiedustry as a whole make the threat and

probability of entry of new competitors lower.

3.1.2 The Intensity of Competitive Rivalry

* Innovation in the industry is overall low — the itgervices are standardized and
do not evolve over time in any significant matteusually the services offered
are personal transport, bulk transport services mamicipalities/companies
(Suomen Taksiliitto 2010) and sometimes parcel/ageldelivery. Minor source
of income is also leasing of the car’s exterioaasdvertising space.

» Competitive strategies used within the industry specialization and focus
strategies that often overlap. The focus is in ntases geographic — company
operates within one city/city part/village/importamaffic connection (Airport
Taxis, etc.). Specialization strategy then dematesr in more ways — some
businesses offer transport of bigger amounts dfocusrs at once (through use
of vans and microbuses), other specialize throbghr tar park (by using exclu-
sive, luxury cars); while other might specializeoise group of customers (mu-
nicipal or companies). There is no clear sign of emst leader, or price wars in
the industry. The structure of the industry withnypamall players indicates,
that the competition might push the prices downyédwer due to partitioning of
the taxi companies along the whole country, theé ¢campanies can also func-

tion as local monopolies or oligopolies. This de bther hand eliminates a big
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part any pressures on price. The biggest compefuressure is in the big cities,
where there are more taxi operators on relativelgikarea.

* Level of advertising expense — taxi operators midfid do not usually use ag-
gressive forms of marketing and overall marketimgemses tend to be low —
most popular forms of advertising dre:

1. Advertisements on the company cars
Advertisements in the local bars, points of conftain station, airport)
Advertisement in local advertisement newspaper (detansivayla)

Advertisements in local radio

a > 0D

Advertisement on the internet (on the company’s pagle and on the
other pages)

6. Leaflets, business cards - traditional methodaviteg promotional and
contact information in the places with high concation of potential
customers

While the overall expenses are comparatively t@wothdustries low, its impor-
tance on the market with largely uniform producthigh. A customer is not
going to use the services of the company of whassence he does not even
know. This has serious implications for companyenffg service S, as it will
not have enough of our own cars to make the compasilyle in normal traffic
like the cars of normal taxi services are. In tsativice market, the customer is
going to use either the taxi he can see or thevdmese telephone number he

remembers.

Overall, the level of competition is medium — higlepending on the area.

“ Based on author’s personal observation.
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3.1.3 The Bargaining Power of Customers

Customers do not have any form of propensity fagaiaing (bargaining is not
customary in Finland); the prices are firmly sed available to the customer be-
fore and during the ride.

Customers are individual and many — that lowersr thargaining power in
comparison to the service providers. Company andicipal customers are big-
ger and have bigger leverage when it comes to lmanga however, they are not
our principal customers.

Buyer information availability is high — the custera are well informed about
the prices and offering of the taxi companies eitttreough the internet or
through the bartenders or local newspapers.

Availability of existing substitute products is hig- customers can use other
modes of paid or free transport that | have desdrih section 2.3. An important
note here is the fact, that the availability of stithtes is variable in time. During
the day the biggest availability of individual tsgort, services are between 6 —
7 AM to 10PM. During these hours the public transggstem works at full ca-
pacity, person in need of travel can also counfremds/acquaintances/family
members for transport better than during later fioihe availability of public
transport services is also not evenly spread gebgrally and in later hours,
there are large areas that are not serviced apfleal of the travel by bi-
cycle/on feet also decreases during the night hiesause of the cold weather,
psychological reasons etc.). Taxi services run mareless at stable rate
throughout the day, however their availability daigrithe nighttime is lower than
optimal (Takala 2010). Therefore, during the daw, availability of direct subs-
titutes is very good, but in the night, it is lois service S is to operate during
the night hours, the availability of substitutesidg that time is low.

Buyer price sensitivity is medium to high — existerof drunken drivers and
black taxi operators suggests that the custompriée sensitive to the point of
risking breaking the law. This might also be inseth due to effects of recent
recession, which increased number of unemploydddarwhole country and led

to cut backs in customer spending. During the rikie amount of customers of
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the taxi operators at Helsinki International aitdefl by around 20% (Helsingin
Sanomat 2009). On the other hand, our principaiocosrs are people under the

influence of alcohol who have often lowered sewijtithresholds.

Overall, the bargaining power of customers is lownedium during the intended period
of operation of service S (late night/early morningekends) and high during the day-

time.

3.1.4 Threat of Substitute Products or Services

* Buyer propensity to substitute is medium. Customelisbe more prone to use
substitute services during the day as written @vimus section.

» Relative price performance of substitute is highgoblic transport services and
low to medium for taxi services — tickets for puabtransport in Helsinki area
can be obtained for prices ranging from 2,50 EURQ4UR during the night
time) (HSL, 2011) and taxi services start at appnately 8,00 EUR (price you
have to pay no matter how far you travel “entrafes’) (Suomen Taksiliitto
2010). As service S is aimed as a direct competifdaxi services, its prices
will have to be similar or lower than theirs (see/iS cannot compete with pub-
lic transport that utilizes economies of scalehteirt advantage and is subsidized
by the municipalities).

» Buyer switching costs are zero. The buyer doedasetany money for not using
service S. He can freely choose any other modeaamisport but service S.
Switching cost occur only when it comes to transpbrhis car, which none of
other services offer (customer will therefore h&weise another mean of trans-
port to pick up his car at later time what incuosts). This is what operator of
service S needs to accent in his marketing comnatiait to increase perceived

value of service S for prospective customers.
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» Perceived level of product differentiation is lowthe purpose of transportation
is to get from one place to another and in the withh second best public trans-
port system in Europe the differentiation is evarder for taxi operators.

* Number of substitute products on the market is higiwever during the night-
time, their availability is low.

» Ease of substitution - low to medium. In case afstawhich are primary substi-
tutes of service S, there is no difference if costpoorders service S or taxi ser-
vice over the phone. In case of public transpbd,dubstitution is not as easy as
the customer has to get to the nearest statiorwaitdfor the transport mean to
arrive according to the timetable. As was said kefthe ease of substitution

lowers in the late night, early morning hours.

Overall, the threat of substitute products is high.

3.1.5 The Bargaining Power of Suppliers

The most important suppliers in case of serviceeStee drivers whose payroll expenses
will represent the largest share of its operatopsrational overhead. Secondary suppli-
ers are the telephone service provider (principaams of contact will be through the
phone), internet service provider (secondary medinsontact), landlord (at least one
office will be needed), diesel/petrol provider (tbwe car/scooter of the driver that will
collect other drivers after their ride with the tarmser is over, otherwise any costs in-
curred will be paid in full by the customer e.ge thetrol will be used to refuel his car, if
the need be). For purposes of the analysis onlgtivers are important, rest of the sup-

pliers are not an important factor.

e Supplier switching costs relative to firm’s switobicosts are low, for the com-
pany it is more costly to replace a driver, themdariver to find a new employ-

er/start his own company. Indeed the drivers whib avier time attain a stable
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clientele may be prone to cut his overhead by elatig intermediaries (opera-
tor) and provide his services directly to the costo

e Impact of inputs on costs is high — most of opetatexpenses will be payroll
and most of revenues will come from the driverss ttependency will increase
their bargaining power when dealing with operasotheir employer.

* Supplier concentration — ability to vertically igtate and cut the operator out is
high as the drivers are in direct contact with ¢hetomer and their costs to be-
come competitors are low.

* Employee solidarity — unknown at the time befoeetsig the company, howev-
er might be an important factor — the working cainds of the drivers will not
be very pleasant and if united, their claims fottdrepay (to offset the negative
effects of the working conditions) might drive thaces of service S to levels

where operator might lose competitiveness.

Overall, the bargaining power of suppliers is vieigh.

3.1.6 Porter’s Five Forces Model — Conclusion

Porter’s five forces analysis has shown that:

* Industry of service S is highly competitive, withwl barriers to entry and exit, a
competitor might come and leave at any time, alghatheir total number has to
stay the same.

« Competition among the players in the industry ghhialbeit geographically li-
mited.

« At all times, there is threat of substitute progu@uring the daytime, this threat
is represented mainly by public transport servi@ed during the nighttime by
taxi services.

e Customer bargaining power is low, however theymaree sensitive and the of-
fered service is not differentiated.

» Suppliers represented mainly by the drivers arg pewerful.
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These outcomes show that the conditions for newc®mehe industry are difficult and
any new player will have to have well prepared angdlemented strategy in order to

succeed.

3.2 SWOT Analysis

Data collected in the theoretical part of the themnd results of Porter’'s five forces
analysis serve as a basis for SWOT analysis. Assaigisin the section 2.2, the SWOT
analysis provides a unified look at the companynfiooth internal and external envi-
ronment. For purposes of this analysis, the authibrassume she is running the com-
pany offering service S, with her husband and sdwefr their friends. This point of

view represents probable form of the company ifdhthor decided to realize it. The
analysis and its outcomes would differ if it wer@nd by e.g. taxi company seeking to

enrich its service portfolio, or that of a compaliyersifying from other industry.

3.2.1 Strengths

* The first mover advantage — the company will best 6f its kind on the market.
That will allow it to build market share and gootivaefore the competitors co-
pying its business model appear. This time willgadaly not last long, so it is
important to use it to the maximum extent.

* Lower operating overhead compared to taxi busisessauch smaller car park
and lower need to purchase fuel lead to lower dimgracosts, which means
higher profitability and/or possibility of compegjrby price.

» Clearly defined product, mission and vision of tmenpany — the company has
clear purpose and target audience. This will beontgmt especially during the
first months of existence of the company, as it méled to attract many custom-

ers with limited workforce. Therefore, focus on qaticular group of custom-
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3.2.2

ers is of essence (in order not to waste any resswon less important customers,
market segments etc.).

Managerial education of both the author and heb&wng — they have theoretical
knowledge and practical skills needed to startranca company.

Weaknesses

No previous experience in the field

Never run a company before - no one of potentilepreneurs has relevant ex-
perience with running a company.

Foreign background — service S is dependent ipp@igon customer’s trust and
it is easier to gain the trust if operator/drivemitar to the customer (i.e. Finnish
customers might trust Finnish drivers more thamifpr ones regardless of lan-
guage barrier).

High insurance costs — as compared to competiteeswice S drivers will need
to have more insurance coverage because of rigkgitoans in which they will
operate. Both health and accident insurance shomtdr the driver as well as
accident protection (the car insurance is car ownbowever the responsibility
for the vehicle is on the driver for duration oétkervice. Legal defense in case
of accident might be complicated due to fact thatdriver is the only sober per-
son in the car and therefore bears more respoibgithiin the car's owner bears).
Both health (drunk passengers on board most dirtie and property accidents
(cars owned by the passenger might not be of ds duglity or be serviced as
well as those of taxi operators) probability ishieg compared to taxi and public

transport.

No established brand — the company will be a negvard it will have to build
awareness about its service in competition witraldsthed players. Further
problem is that it will not have as high exposureugh its vehicles as substi-

tute service operators.
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3.2.3

Opportunities

Untapped market — market is served by indirect tsuibss, primary need is not
entirely satisfied.

First mover advantage (low direct competition atrt$t Detailed explanation
given in section 3.2.1 “Strengths”.

Low capital expenses will give the company a mareung space in the first
months of existence of the company. It can opdmateelatively long time even
with low amount of customers. That increases chan€eompany surviving its
first year.

Customer loyalty is low — this will make gettingwmeustomers from the com-
petitors easier.

The substitute products do not cover the Capitah a&venly — the company
might exploit the areas with low presence of contpest as a starting point.

The services offered by the competitors are ndédihtiated — the company can
solidify its position by showing to the custometsat it is not another taxi ser-

vice.

Innovation in the industry is low — by utilizing afodern communication chan-
nels (internet, social networking) the company ddferentiate itself from the
competitors and attract customers.

The use of taxis is declining (Takala 2010) — ohthe reasons might be the re-
cent recession (Helsingin Sanomat 2009), whichdaichages to taxi operators’
financial health and might have reduced the amofimperating businesses in
the field. The other might be the fact that if #hare less taxis in use there will
be less turnover overall — customers are left wgitsome may not be served at
all (according to Takala 2010, this is one of thaimreasons of popularity of
black taxis). This means that there is a marketseg in which the needs of the
customers are not satisfied by current operataasd-it is close to company’s
target group.

Possibility market service as a safer alternativéhe black taxis — use of black
taxis, although not illegal is connected with &raf being robbed, or taken
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3.24

advantage of while under the influence (Helsingan@nat 2006). Service S
will take the customers form the same pool as taekitaxis. The company can
use its legal operation and form as a form of gafiet the customers that use
services of black taxis. Vice-versa it can use #ssa safety against cheating

customers, that are connected with the use of likadk (Takala, 2010).

Threats

Cultural differences — Finnish customers might p@twilling to hand their car
over to another person. This can be further ag¢gavay foreign background of
the driver.

Legal threats — in itself service S runs on thaiive explanation of the law (not
a taxi service — does not need a license), licetesaddrivers may successfully
lobby at city council to include service S into fleense program which would
effectively raise company’s costs and put a baosremarket entry as those are
seldom awarded in recent years.

Staffing and staff related difficulties — the na&wf the job (nighttime work,
work with people under the influence, uneven waakllpmight act as a deterrent
to the prospective drivers. Related to it is a vieny appeal of service S for
women drivers - as driving a group of drunken mesgs serious personal safe-
ty risk. Moreover, due to the status of the passend is more probable some
basic level of fithess prowess might be necessaw\ing passed out client to-
from their car etc.). The company might not fincbegh drivers to cover the
Capital area evenly.

Systematic risk of transportation of drunken cléent transported persons might
be aggressive towards each other or the drivehtnnéect to pay the fare, pass
out, have health problems, misbehave, irritatedtiineer or act recklessly during
being transported, thus directly endangering théraseand the driver. The
company needs a record of accomplishment of baigpie to attract new cus-
tomers and retain the old ones.

Market niche disappearance — once the novelty oficee S wears off, there
might be a steady decline in amount of customees evithout competitors ac-
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tion (service S might not cover their real neeasg- customers might not travel
to the pub or bar by car, but use the alternaiheti®ns).

Pricing very dependent on price levels of compesegvices — the company
might not go much over the price levels offereddyi companies/public trans-
port operators as it might face the risk of imperidfferentiation in the eyes of
consumers (you are a taxi, why are you so expePgiBecause of offering a
substitute product, company’s prices are crosgielas

Easy to copy concept — as service S operatorsibssiidea is simple in its core
and easy to copy, operator might face heavy competsoon from the new
companies to companies offering substitute prod(ets a taxi operator might
just add similar service to service S to their fotid and reap the advantages of
economies of scale and long market presence —amhsitElosing customers to
the company, effectively transferring them to otbervice). Secondarily opera-
tor might run into risk of employees freelancingspecially after transporting
certain clients on regular basis — as they arargctcontact with the customer
and might build a stable customer base. It canrbétable for them to cut the
intermediaries (in this case their employer) aagt$heir own enterprise.

Not knowing the customer well enough — if the midyoof the customers live in
the vicinity of their favorite bars/pubs, theirnsport might be well executed by
other means, or the trips can be very short —taiing the comany run on low

margins

Collective bargaining — taxi services have legallyding lower limit on cost per
km driven (Suomen Taksiliitto 2010). If operatoffsservice S were treated the

same way, they will lose the ability to competehwawer price.

3.2.5 SWOT Analysis - Conclusion

The author’'s company possesses limited amounterfigths, of which the most impor-

tant are the innovative business idea and persoMviehknesses are numerous with li-

mited practical experience being one of the biggépportunities are plentiful with lo-

wering of use of taxi services opening the marketdompetitors being the strongest
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one, first mover advantage also provides strongdppity. Threats are plentiful, some
lead from the fact that the company is a startupjeaother are more generic, though
industry-specific. The most important threats dadfing and staff related difficulties in
which the company might run and legal risks on &€lescond place. There have pre-
viously been difficulties with unlicensed “alteriag’ taxi services in the past, so legis-

lators and legislation might pose a significantgirto the company’s business.

39



4 PRIMARY DATA ANALYSIS

4.1 Questionnaire — Basic Facts and Limitations

In January 2011, the author has conducted a sunmvesample of 50 respondents in Es-

poo and Helsinki. The questionnaire can be fourapipendices at the end of this work.

It was written in English, no other language mutasi were made. All respondents re-

ceived the same questionnaire. All 50 questionsairere returned (0% loss). The pur-

pose of the questionnaire was threefold:

1. Find if the concept of the service is interestiegiptable for Finnish customers

2. Find how much are the accepting customers willongay for the service

3. Find what are the reasons behind refusal of thecges concept

There are multiple limitations to the questionnaire

Design — the purpose of the questionnaire was taqyggitative data. Questions
were few in order to minimize time needed to filland to keep focus on the
main point — service and its description.

Design flaw — question no. 6 gave too limited opsidor the respondent (lowest
frequency being once per month). Those that walkeltb use the service less
often did not have appropriate option availableddiag “other” option would
fix the problem, however at this stage the validifythe answers for this ques-
tion was low and therefore it was not analyzed.

Only 50 copies circulated — due to time constraintgas not possible to create
and distribute more questionnaires. Low total anhouakes use of the ques-
tionnaire for statistical analysis purpose unviallecause of high statistical er-
rors at such a low count); however, for findingoimhation about the acceptance
of the concept of the service, this is an acceptabbrtcoming, not diminishing
validity of the collected information.

Availability of the questionnaire in English versi@mnly leads to potentially

skewed results. Target market for the service $® @ustomers not speaking
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English and their opinion could not be taken intocunt. This limitation sterr
from author’s foreign origin and low languagtoficiency in Finnish languac

* Respondents answers might have also be influengédebwording of the qts-
tionnaire (English is not the author’s nor resparidemother tongue), place
taking the survey, author’'s nationality and otheftuences. Rests therefore

should be taken with these limitations in mi

4.2 Analysis of the Questionnaire

4.2.1 Characteristics of the Respondents

Out of 50 respondents taking art in the survey, 33 (66%) were men and 17 (3
women. Large majority of the responde- 42 (86%) consumes alcoholic bevera:
while eight (14%) do not. The age distribution loé respondents is shown in Tabl

and Figure 2.
re Groups
Table 1 Respondents by Age Groups

Respondents by Age Groups

Age Count m 18-25

18-25 21 m 25-60
25-60 27 60-
60- 2

The age groups limits were selected to mirror ajeghich the person is studying -
25), engaged in working life (-60) and retired (60- Majority of the respondents :

(64%) would use the service while remain18 (36%) would not.
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4.2.2 Acceptance of the Service by Different Traits

From 32 respondents accepting the service 21 wate amd 11 female. Amongst thc
rejecting the service, 12 were male and six femiieir percentual ratio can be seer

Figure 3.

Figure 3 Acceptance of the Service by

Acceptance by sex

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

= Would not use

= Would use

\\\\\\\\\

Male Female

Figure 3 shows that the acceptance of the sert@cels at the same rate for both se

and therefore the service is as attractive for asit is for womel

Figure 4 depicts acceptancf the service by respondents who drink alcoholieelneg-

es and teetotalers.
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Figure 4Acceptance of the Service by Stance towards Al

Acceptance by stance towards alcohol

100% -
80% -
60% - ® Would not use

= Would use
40% -

\\\\

20% -

0%
Drinks Does not drink

It is clearly visible that the service is more plapamongst those who drink alcohol
66%) than amongst those who do not (4, 5(

Acceptance of the service amongst age grot shown on Figure 5.

Figure 5Acceptance of the Service by Age G

Acceptance by age group

100%

90%

80%

70%

60%
® Would not use

50%
= Would use

40%

30%

20%

\\\\\\\\\

10%

0% 1
18-25 25-60 60-
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There is very little difference amongst two mosppous age ©ups 1-20 (13, 61,5%)
and 2560 (17, 59%). This shows that the service is ditradhe same for both g-
ments. While acceptance of the service among 68#aglds is 100%, their low count
respondents) does not allow drawing any conclusimom thisresult. Most probably
their distribution would incline towards this of woger respondents would there

more respondents from this age gr
.Reasons for Refusal of the Service by Traits

As shown in section 4.2.1 18 respondents who repte36% of te whole sample

would not use the service. Their reasons for nioiguis are summarized in Figure

Figure 6 Reasons for Not Using the Ser

Reasons for not using the service

® Do not own a car

m Satisfied with current
services

Would not let other
people drive own car

® Other reasons

The total count does not add up to 18, as theremzaie than one option possible tick.
Nevertheless, the biggest single reason (44% pbretents who would not use ther-
vice) for not using the service is that the resgotdloes not own a car (which is i-
cal). As a second most important reason came aeiiish with currently anilable ser-
vices (30%). Unlike in the case of not owning a, ¢ae company can influence tt
stance via marketing activities. At th™ place, 11% of respondents would not ¢
their car to the other person and 15% of resposdehb would not use thervice had

other reasons for doing ¢
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In Figure 7 we can see the reasons for not usiagéhnvice divided by sex of ren-
dents. Clearly, surveyed men did not own a caaiigdr proportion than women did a
in general, they were more satisfied whe services currently available on the mar
Women in turn were more reluctant than men toHeirtcar be driven by somebo

else and had more other reasons than men had us¢ it

Figure 7. Reasons for Not Using the See by Sex

Reasons for not using the service by sex

100% -
90%
80% -
70% -
60%
50%
40%
30% -
20% - I . I
10% - - - - -

O% I I 1 1
Do notownacar Satisfied with Would not let Other reasons
current services other people drive
own car

— = Female

= Male

NN

Figure 8 shows the reasons for not using the setwcage groups. Not having a ca
occurs with the same frequency among grouf-25 and 2560. The older group |
more satisfied with current services and less ptoret other people dri' their car.
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Figure 8. Reasons fdNot Using the Service by Ageaoup

Reasons for not using the service by age

group
100% - /_
90% - /_
80% - /_
70% - /_
60% -/_
50% - /_ = 25-60
40% -
30; /_ m 18-25
6 /_
20% - /_
10% -
0% - - - -
(o] T T T 1
Do notowna Satisfied with  Would notlet Other reasons
car current other people
services drive own car

4.2.3 Proposed Price Level

This question was available only for respondent® wiould use the service were
available. Table 9 shows their preferred price llefor the service.
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Figure 9. Proposed Price by Users

Proposed price by users

® Between public transport
and taxi
® Same price as taxi

u Higher price than taxi

® Fixed cost per area

The most popular pricing model according to 50%hef respondents would be to
the price between that charged by the public trarisggnd that of taxi services. Prici
by fixed price for area was the second most populaowpivhich was chosen by 31
of respondents. Remaining 19% of customers woudtlpa same price like for taxi

even maore.

In Figure 10 and Table 2ye can see what level of pricing is preferred bgious age

groups.

Table 2 Proposed Price by Age Grot

Proposed price by age group ‘

Between public transport and Same price as Higher price than Fixed cost per
Age taxi taxi taxi area
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Figure 1Q Proposed Price by Age Grot

Proposed price by age group

100% +

90%

80%

® Fixed cost per area
70% -

60% - Higher price than taxi

50% A

40% ® Same price as taxi
-

0, .
30% m Between public transport

20% - and taxi

10% -

0% : . —

The preferred price level changes considerably éetwgroups. Price between thai
public transport and taxi is strongly preferreddge group 1-25. The rest of groug
give equal predrences to lower than taxi, higher than public gpamt and fixed pric
per area. The youngest age group has the largestrpage of respondents who wo

pay the same amount or more than taxis charg&éoservice

Figure 11 shows how much would ohol drinkers and teetotalers be willing to pay
the service. Alcohol drinkers show preference &avdr than taxi price, but overall €

more generous than teetotalers who would preferghicing level in 75% of the cas

Last figure, Figure 12 shes pricing preferences by sex of the responderdth Bexe:
prefer lower than taxi pricing, but to the diffetextent, male respondents are mos
favor of this model, while females are less focuseamales as a group are more (-
ous than men (i.ehave larger percentage of respondents who wouldtipaysame

amount or more than taxis charg
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Figure 11 Proposed Price by Stance towards Alct
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Figure 12. Proposed Price by Sex
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4.3 Questionnaire — Conclusions

Questionnaire has shown that Finns like the idemfept of the service. It has also
shown that the acceptance of the service doesapand on the sex or age group. Alco-
holic drinks consumers are more willing to useghevice, although it has some appeal

for teetotalers as well.

The most popular pricing models are lower pricenthexi, higher price than public

transport and fixed price for area. These cledrtynsthe perceived value of the service
and set the price ceiling below prices chargedalzaydervices. In general young respon-
dents, women and alcohol drinkers are more genevbes it comes to preferred price

level.

Reasons for not using the service are led by noirgya car, this was expected and it is
one of the limitations of the service as comparetbki services. Men and people be-
tween 25 and 60 years are more satisfied withekel lof current services offering on

the market.
The questionnaire showed that focus on the youlwghal drinking populace could

yield the optimal returns. They are relatively nuous, generous and least conservative

in the reasons why not to use the service.
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5 DISCUSSION

5.1 Conclusion

Analyses in sections 3 and 4 have shown that thacseis both feasible in Finnish
conditions and attractive for the customers, whaclswers positively both of the re-
search questions. There is no reason why the sesticuld not be as successful in Fin-

land’s Capital region as it is in Prague.

While saying so, it is important to note that thesiness model and the industry (envi-
ronment) are highly challenging for a potentialrepteneur. Industry has low barriers
to entry, high competition, strong substitutesorsgr suppliers and moderately strong
customers. Revenues from successful market engryeair high. The market is a very
specialized niche. There is clear acceptance o$¢inéce by the populace, but the pre-
ferred price level is set below taxi price levakatential entrepreneur launching this
kind of service has to utilize very efficient modsloperations to ensure profitability.

Target group of the service should be people ohgoand working ages who drink al-

coholic beverages.

Thesis represents the first analytic steps thardrepreneur should take before launch-
ing a new service on a new, unknown market. Dutlv@gis writing process, the author
has learned new analytic method and its applicabiora real life problem faced by
many companies and entrepreneurs. Analytic mintiegtneeded to be developed for
successful answering of the research questiontaftiesis will surely aid the author in
her professional life.
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5.2 Suggestions for Further Research

The analyses in this thesis have shown that tlseb®th possibility and acceptance of
the service on Finnish market. This calls for rettarketing research of the topic in
order to prove the results of this thesis with ggeagor. A logical continuation of this
thesis would be a business plan, which would ireltesults of both this thesis and ne-
cessary financial analyses. From strategic pointi@f, there is lot to be done and fi-
nished as well, the analyses included here caribérced with value chain analyses.
Marketing management insight into problematic ofvhto advertise this service is
another way of research which may yield interestesylts.
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APPENDICES

Appendix 1. — Questionnaire

Hello, my name is Qi Dejie. | am a student at Aecathiversity of Applied Sciences in
Helsinki currently working on my Bachelor’s thesis International Business Degree
Programme. The topic of my thesis is “Introductadra New Transport Service on the

Finnish Market”.

The service which feasibility on the Finnish market | study works asfollows:

My transport service is like a taxi service, bummy transport service, you only order a
driver, not the car. The driver will then drive yta your destination in your own car.

This service can be used in a situation when yooect» some place with a car, but for
some reason can not drive it back home by your@&bH,reasons might be consumption
of alcoholic beverages, consumption of prescriptiougs that influence perception, for-

feiting of the driver’s license by the police etc.)

Please answer the following questions by ticking v’ one of the options:

Please, state your sex:

Male

Female

Please state your age:

18-25

25-60

60-

Do you drink alcoholic beverages?
Yes

No

oo« ooo>»>ogor



| oo o +&

© 0O Od

a O 000

O 0O

Would you use my transport serviceif it was available?

Yes

No

(Answer only if you chose_“Nbin question number 4) Why would you not
use the service?

| do not own a car

| am perfectly satisfied with taxi and mass tramsgervices, no need for addi-
tional service.

| would not give my car to an unknown person

Other (Please state the reason):

(Answer rest of the questions only if you chose “Y@&s question number 4)
How often would you use the service per month, if it was available?

1time

2-5 times

5- times

What would be an acceptable pricefor the service for you?

Between the price charged by public transport ard t(Starting from 4 € in the
night time)

The same as taxis charge (8,30 € minimum in thiettigne + distance driven)
Higher than taxi prices

Fixed cost per area (e.g. 20 € for transport witthébsinki, 30 € for whole region)
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No

No

Yes
No

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

1<
Yes
No
Yes
No
Yes
No
No
No
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
No
No
No
No
No
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
No
Yes

N/A

N/A

Do not own a car, Other reasons
N/A

Do not own a car, Satisfied with current services, Would not let other people drive own car
N/A

Other reasons

Do not own a car

Satisfied with current services
N/A

N/A

Satisfied with current services
N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Do not own a car, Satisfied with current services
Do not own a car

Satisfied with current services
Do not own a car, Would not let other people drive own car
Do not own a car

Satisfied with current services
N/A

N/A

N/A

N/A

N/A

N/A

Do not own a car

N/A

N/A

N/A

N/A

N/A

Do not own a car, Satisfied with current services, Other reasons
N/A

£-J UITES
2-5times
N/A
1time
N/A
1time
N/A

N/A

N/A
2-5times
1time
N/A
1time
1time
1time
2-5times
2-5times
1time
1time
1time
1time
1time
2-5times
N/A

N/A

N/A

N/A

N/A

N/A
2-5times
1time
1time
1time
1time
1time
N/A
1time
2-5times
2-5times
2-5times
1time
N/A
2-5times

FIATU LUS
Between
N/A
Fixed cos
N/A
Between
N/A
N/A
N/A
Fixed cos
Same pric
N/A
Between
Between
Fixed cos
Between
Same pric
Higher pr
Same pric
Fixed cos
Same pric
Between
Fixed cos
N/A
N/A
N/A
N/A
N/A
N/A
Between
Fixed cos
Between
Between
Fixed cos
Between
N/A
Between
Fixed cos
Between
Between
Between
N/A
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