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Penelope Chan prepared this case under the supervision of Professor Ali Farhoomand for class discussion. This case is not 
intended to show effective or ineffective handling of decision or business processes.  
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ALI FARHOOMAND 


DISNEY: LOSING MAGIC IN THE 
MIDDLE KINGDOM 


Hong Kong Disneyland will provide guests with an immersive experience to 
re-ignite “the magic that is the Disney storytelling tradition”. The park will 
act as a springboard for our other businesses throughout China and the 
region.


- Andy Bird, president of Walt Disney International, August 20051


Three years after its opening in September 2005, Hong Kong Disneyland had yet to gather 
sufficient momentum to catapult its attendance rate to a satisfactory level. Despite high 
expectations of it as a cash-cow tourist attraction, things had turned rocky, with a series of 
negative media coverage both before and after the launch. The park suffered a major blow 
after a ticketing hiccup during the Chinese New Year in February 2006, when many mainland 
tourists with valid tickets were barred from entering due to overcrowding, causing a chaotic 
scene in front of the TV news cameras.  


The attendance rate declined rapidly thereafter. Even though tremendous effort was made to 
lure back the crowd, no spectacular improvement was recorded. Factors such as the park’s 
small size, inconvenient location, lack of unique features, insufficient appeal to adults and 
missing Chinese elements were cited as possible causes. The poor financial performance had 
attracted much public attention, since the government owned a 57% stake in the park. In 2008, 
the Walt Disney Company (“Disney”) was negotiating with the Hong Kong government for 
additional capital injection to build more attractions. However, it was imperative for the 
management to find out what went wrong in the first place, and what should be done to turn 
the tide.


                                                     
1 Landreth, J. (31 August 2005) “Hong Kong Disneyland Opens with Wealth of Challenges—Mouse Meets Mao”, Hollywood


Reporter, http://www.hollywoodreporter.com/hr/search/article_display.jsp?vnu_content_id=1001051279 (accessed 11 June 
2008). 
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The Theme Park Industry and Disneyland 


In 2006, theme park entertainment was a US$22.8 billion global industry. The industry was 
expected to grow at a 4.6% compound annual rate between 2007 and 2011, with estimated 
revenue of US$28.5 billion in 2011. Disney was one of the major global players in the 
entertainment and leisure industry. In the financial year ended 30 September 2007, the Parks 
and Resorts division of the company generated revenue of US$10.6 billion and a net income 
of US$1.7 billion, representing 30% and 22% of the total figures for the company, 
respectively. As of 2008, there were five Disney resort locations on three continents, 
encompassing 11 theme parks. Five of them were Disneyland parks [see Exhibit 1].  


The first Disneyland theme park was built in Anaheim, California in 1955. It offered a wide 
variety of attractions based on themes, such as Tomorrowland and Fantasyland. These 
attractions ranged from thrilling rollercoaster rides to parades and boat trips. Disneyland was 
positioned as a theme park for the entire family. The cartoon characters Mickey Mouse, 
Donald Duck and Snow White, as well as the park’s Cinderella Castle, were its popular icons. 
After great success in Anaheim, Disney launched the Magic Kingdom in Florida in 1971. In 
2007, the Magic Kingdom attracted 17.1 million visitors and topped the global ranking of 
theme parks in terms of attendance rate. Disneyland in Anaheim ranked second, with 14.9 
million visitors. 


The Disneyland Philosophy 
Disneyland is your land. Here age relives fond memories of the past and here 
youth may savour the challenge and promise of the future. Disneyland is 
dedicated to the ideals, the dreams and the hard facts that have created 
America…with the hope that it will be a source of joy and inspiration to all 
the world. 


- Walt Disney, founder of Disneyland, 19552


Disneyland was more than entertainment. It was about creating a fantasy world as an 
escape—a holiday away from the strain of the bustling world. The business model of 
Disneyland thrived upon the concept of a Disney resort with attractions, restaurants, 
merchandise shops and hotels. A visit to Disneyland was touted as a vacation trip spanning 
several days. Excluding hotels, income from admission fees constituted around 49% of the 
park’s income, while the remaining 51% came from merchandise sales and restaurants.3 Most 
of Disneyland’s attractions had a rigid limit on the number of visitors that could be 
accommodated at a particular time. To enjoy popular rides, a waiting time of one to two hours 
was normal. In general, visitors were fairly patient and accepted waiting as part of the 
experience. In the past few decades, American parents that had grown up with Disney 
characters kept returning to the park with their children, relishing their childhood memories. 
In this way, the Disney culture was passed on from one generation to the next.  


Overseas Expansion in Japan and France 
The first Disneyland outside the US was opened in April 1983 in Tokyo. Disney took a 
cautious approach by granting an operation license to a local Japanese firm, Oriental Land 
Company, which owned Tokyo Disneyland. Disney was paid a license fee of 10% of 
admissions and corporate sponsorship agreements, as well as 5% royalties from gross 
revenues from food and merchandise. The Tokyo park was an exact replica of the American 


                                                     
2 Lim, P. (3 May 2008) “Small Magic World”, New Strait Times (Kuala Lumpur).
3 The Walt Disney Company (2007) “Annual Report”. The figures applied to the Parks and Resorts division of the company from 


financial years 2005 to 2007.  
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park, except for some basic localisation, such as having Japanese signage and local foods. 
Because the Japanese population in general craved American culture, Tokyo Disneyland 
proved to be a big success from the beginning [see Exhibits 2A and 2B]. In 2002, an 
additional theme park, Tokyo DisneySea, was launched at an adjacent site. The two parks 
combined attracted 25.8 million visitors in the financial year 2007. Over 96% of these visitors 
were from Japan and 73% of visitors to Tokyo Disneyland were female,4 which could be 
explained by the fact that Japanese women typically became housewives after marriage.  


Disney attempted to repeat the success of the Japanese park in France with the mega-sized 
Euro Disneyland.5 The park’s maximum capacity was 55,000, and the attractions were much 
larger than those in the US and Japan. An initial public offering was launched to raise capital, 
with Disney holding a 39% stake of the public company Euro Disney SCA. However, during 
the park’s construction, Disney was accused by French intellectuals of “cultural imperialism”, 
importing the unhealthy American style of consumerism into continental Europe. Upon its 
opening in April 1992, visitors were disappointed by Disney’s neglect of European culture. 
For example, no wine was served during meals. The English, Germans and Italians 
complained that only French sausages were offered and not theirs.6 About a month later, the 
president, Robert Fitzpatrick, denied news reports of 3,000 employees quitting because of low 
pay and poor working conditions. But he confirmed that 1,000 workers out of a total of 
16,000 had left. Almost half had done so voluntarily while the rest had been dismissed.7


In April 1993, the American Fitzpatrick was replaced by a local, Phillippe Bourguignon. In 
order to quiet critics and boost attendance, the park’s restaurants widened their food offerings 
and started to serve wine in June 1993.8 The company also lowered its ticket prices and some 
of its hotel room rates, introduced cheaper menu choices, and offered discounted winter 
admission.9 Originally, the management expected 11 million visitors in the financial year 
1993.10 However, the attendance rate was 11% below expectations [see Exhibit 3] and in 
1994, Euro Disney SCA went through major debt restructuring to save it from bankruptcy. 
The park managed to reap small profits from 1995 to 2001. Because the attractions of the park 
catered primarily to families with children, Euro Disney SCA tried to attract more adults by 
launching a second park, Walt Disney Studios, in March 2002. It turned out to be a big failure. 
In December 2004, the company avoided bankruptcy for a second time after a US$500 
million bailout by French state-owned bank CDC.11 But it remained heavily in debt and deep 
in the red. The net loss was US$59.3 million (€43 million)12 in the first half of 2008.13


Entry into China 
Our research has found that Disney parks help to increase the overall 
awareness of the Disney brand. There is good synergy between other Disney 
products and our parks. 


- Lisa Haines, Disney spokeswoman14


                                                     
4 Kubota, Y. (16 April 2008) “At 25, Tokyo Disney Hobbled by Aging Population”, International Herald Tribune.
5 Euro Disneyland was renamed Disneyland Paris in October 1994. It was renamed again in March 2002 to Disneyland Park.
6 Prada, P. and Orwall, B. (13 March 2002) “Parlez-Vous Disney? Oui, Ja, Yes ... —Mickey’s Bosses Learn from Past Mistakes in 


Opening New Park in France—Guests Need to Be Welcomed on the Basis of Their Own Culture”, Wall Street Journal (Europe).
7 Turner, R. (27 May 1992) “Euro Disney Denies Report of Many Employees Quitting”, Wall Street Journal (Europe).
8 New York Times (12 June 1993) “Euro Disney Adding Alcohol”. 
9 “Euro Disneyland SCA Business Information, Profile, and History”, http://companies.jrank.org/pages/1459/Euro-Disneyland-


Sca.html (accessed 7 September 2008). 
10 Lambert S. (23 September 1989) “Mickey Mouse Setting Up House in France”, The Ottawa Citizen.
11 Wrighton, J. and Orwall, B. (26 January 2005) “Mutual Attraction: Despite Losses and Bailouts, France Stays Devoted to 


Disney; In Latest Rescue, State Bank Offers $500 Million Deal”, Wall Street Journal (Eastern Edition).
12 US$1.38 = €1. 
13 Euro Disney SCA (May 2008) “2008 First Half Report”.  
14 Simons, C. (11 February 2007) “China Park’s Rocky Debut Deflates Ambitious Disney”, The Atlanta Journal–Constitution.
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There were over 2,000 theme parks in China,15 including around 450 medium and large 
ones.16 Most of them were run by domestic companies. Attracted to the huge market of 1.3 
billion people in the country, Disney had been exploring opportunities to build a Disneyland 
on Chinese soil since the early 1990s. Hong Kong was a metropolitan city in southern China. 
With well-developed infrastructure, it was also a financial centre and international 
transportation hub for Asia. In 1997, Hong Kong’s economy suffered a major setback from 
the Asian financial crisis. The government was eager to beef up its tourism industry as part of 
measures to improve its economy. Hong Kong won a competitive bid over the Chinese cities 
of Shanghai and Zhuhai in 1999 to build a Disneyland theme park.  


The park was a joint venture, with the Hong Kong government investing US$419 million17 for 
a 57% stake and Disney contributing US$316 million for a 43% stake. The government also 
offered concessions for land valued at US$513 million in exchange for the same value in 
subordinated equity shares. Out of the total construction costs of US$1.8 billion, US$1.1 
billion was financed by a low-interest loan from the government. Separately, the government 
spent US$1.75 billion on related infrastructure works. Government officials estimated that the 
project would generate a present economic value of US$19 billion in benefits to Hong Kong 
over 40 years.18 Disney expected 5.6 million visitors during the first year, with as many as 10 
million visiting per year by 2020.19 The composition of visitors was estimated to be 40% from 
Hong Kong,20 33% from the Chinese mainland21 and 27% from overseas. 


Demographics and Characteristics of Hong Kong 


Demographics and Culture 
Hong Kong was a British colony before being handed over to China in 1997.22 Hong Kong 
was a small city in terms of size, with an area of 1,104 square kilometres. In 2006, the 
population of Hong Kong was 6.85 million. Hong Kong residents had learnt to live with 
cramped living conditions. The key business districts and prime residential areas were 
concentrated on Hong Kong Island [see Exhibit 4]. In 2006, the median income of the 
working population was US$1,282 per month, while the median household income was 
US$2,212 [see Exhibit 6A]. Around 97% of residents were ethnic Chinese, with the rest 
being from various ethnic origins. Both English and Chinese were used as official languages, 
but local Chinese spoke Cantonese, a Chinese dialect, in their daily lives.  


Under British rule, Hong Kong had been widely exposed to Western culture. The city was 
hailed as a cultural hotchpotch where the East met the West. Some people said Hong Kong 
never had a strong cultural identity of its own, and the general population was receptive to 
                                                     
15 Zhou, W. (25 July 2006) “Investors Still Keen to Ride Theme Park Craze”, China Daily.
16 Trade Development Council (17 July 2007) “Wheel of Fortune for China’s Amusement Parks”, 


http://www.hktdc.com/imn/07071703/toys108.htm (accessed 11 June 2008). 
17 US$1 = HK$7.8. 
18 The government estimated that construction of Hong Kong Disneyland would immediately create 16,000 jobs, with a further 


18,400 jobs created upon its opening in 2005. The park was also expected to draw an extra 1.4 million tourists in the first year, 
and up to 2.9 million per year within 15 years. This would increase tourism income by more than US$1 billion in the early 
stage. Source: Hilsenrath, J. and Coleman, Z. (3 November 1999) “Hong Kong’s Disney Park is Celebrated, But Analysts Say 
the Visitors Must Come”, Asian Wall Street Journal.


19 Sulaiman, Y. (21 August 2007) “Poor Attendance Gives Hong Kong Disneyland Financial Woes”, Travel Industry Review,
http://www.travelindustryreview.com/news/6009 (accessed 11 June 2008). 


20 Yeung, C. (27 November 2005) “Disneyland Magic Needs a Reality Check”, South China Morning Post.
21 Landreth, J. (31 August 2005) “Hong Kong Disneyland Opens with Wealth of Challenges—Mouse Meets Mao”, Hollywood


Reporter, http://www.hollywoodreporter.com/hr/search/article_display.jsp?vnu_content_id=1001051279 (accessed 11 June 
2008).


22 Under the “one country, two systems” paradigm, Hong Kong became a “Special Administrative Region” of China, with the 
city having its own set of laws and judiciary system.  
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foreign and new things. A lot of American products previously launched had enjoyed great 
success. Disney movies and cartoon series were regularly shown in cinemas and on television. 
Therefore, most young people were familiar with Disney characters. The city also had one of 
the lowest birthrates in the world, with the figure at 0.96% in 2006.23 Kids below 14 years of 
age constituted 13.7% of the population, while 13.2% of people were aged 15–24 [see 
Exhibits 5A, 5B and 5C]. The proportion of kids aged 14 and under was projected to drop to 
11.9% in 2016.24


Hectic City Life and Entertainment Pattern 
Hong Kong had a highly competitive environment. Chinese parents often focused enormous 
attention on their children’s education. Tests and examinations were frequent at schools. The 
schedules of many kids after school and during weekends were packed with such activities as 
tutorial classes, language courses, and music or computer lessons. School kids were busy 
almost year round, except for long holidays such as summer or Christmas. Because the pace 
of life was very fast, Hong Kong’s people were infamous for their impatience. At the bus stop, 
if the bus did not arrive within 10 minutes, people might start to grumble. If there were more 
than 10 people in the line at a fast food chain, people might pop out to see whether the one 
next door had fewer people. Long working hours were common, with an average working 
week of 55 hours.25 With high housing costs, a high percentage of married women remained 
in the workforce. 


Most local people sought entertainment options that were convenient, comfortable, fast and 
inexpensive. Shopping was one of their favourites. Shopping malls were jammed during 
weekends. Many shoppers would cross the border to Shenzhen or other mainland cities, 
where goods were much cheaper. Short package tours of two to three days to nearby Chinese 
cities were affordable at US$100–200. Thailand and Japan were popular destinations overseas. 
Over long weekends, the number of people leaving Hong Kong for vacation ranged from 
150,000 to 250,000 per day, with as many as 400,000 per day during Chinese New Year.  


Large Number of Tourists from Mainland China and Overseas  
In 2006, 13.6 million mainlanders visited Hong Kong—more than the number of tourists from 
all other countries combined.26 They had to apply for a business or leisure travel visa before 
entering the city. Most of them conversed in the official Chinese language, Mandarin, but 
could not speak English. Under tight media control in China, the population was not familiar 
with the Disney culture. The typical itinerary of mainland tourists was to do a lot of shopping 
in Hong Kong, where goods were perceived as genuine and of excellent quality. The tour 
guides, pocketing hefty commissions from sales to tourists, were very happy to bring tourists 
for shopping. In addition, mainlanders regarded visiting many tourist spots within one single 
day as “value for money”. As for overseas tourists, many would opt for tourist spots with an 
authentic Hong Kong or Chinese feel. Most tourists visited the city for just a few days.  


                                                     
23 Hong Kong Government Census and Statistics Department (December 2007) “Demographic Trends in Hong Kong 1981–


2016”,  http://www.censtatd.gov.hk (accessed 30 June 2008).
24 Hong Kong Government Census and Statistics Department (July 2007) “Projections of Population Distribution, 2007–2016”, 


http://www.censtatd.gov.hk (accessed 30 June 2008).
25 Mahtani, S. and Welford, R. (2004) “Work Life Balance in Hong Kong: Survey Results”, 


http://www.communitybusiness.org.hk/documents/WLB%20full%20report.pdf (accessed 31 December 2008).  
26 CIA World Factbook (2008) “Hong Kong”, http://www.theodora.com/wfbcurrent/hong_kong/hong_kong_economy.html


(accessed 30 June 2008). 
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Preparation for Disneyland in Hong Kong 


The 311-acre Hong Kong Disneyland was located on a scenic corner of Lantau Island, which 
was an outlying island where the city’s airport was located. It was relatively far away from 
the city centre and most residential areas. It could be reached from the financial centre of the 
city by an extension line of the Mass Transit Railway27 in about 35 minutes, with a one-way 
adult fare of US$2.7. An area of around 42 acres of the park was used for attractions, while 
the remaining area was allocated for parking lots, hotels, a lake with boat rentals and an 
arboretum. The park featured four themed “lands” that mirrored those of Disneyland in 
Anaheim [see Exhibit 8]. A total of 38 attractions were planned, with 26 available at the time 
of opening.  


Construction and the First Wave of Public Criticism 
A small section of the park was built on reclaimed land. Environmental groups criticised the 
abnormally short consultation period of just four months for site evaluation. Reclamation and 
dredging had destroyed coastlines, coral, sea walls and fish spawning grounds. Some antiques 
from the Tang Dynasty were lost forever under the seabed of the reclaimed land. In 
September and December 2000, around 6.7 million fish died at the coastal fish farms located 
in Ma Wan and Cheung Sha Wan due to dredging work, for which the government had to pay 
US$740,000 in compensation.28 When an abandoned shipyard was purchased for the park’s 
man-made lake, the officials failed to detect 30,000 cubic metres of dioxin-contaminated soil 
in it. The nasty cleanup work cost a total of US$57.7 million in taxpayer money. 29
Construction of the park’s attractions started in January 2003 amid harsh criticism by the 
media and legislators of the related environmental damage, about which a 30-minute TV 
news special was aired. 


Observance of Chinese Culture and Localisation Efforts  
Bearing in mind the importance of observing local customs, Disney planned the park in Hong 
Kong through careful consultation from a local feng shui master, who recommended ways to 
achieve a harmonious environment with a long list of do’s and don’ts. Some of the feng shui
customs could be traced to health reasons or feel-good factors, while others might be regarded 
as mere superstition by some locals. For example, the size of one of the ballrooms in the 
park’s hotel was exactly 888 square metres, grounded in the indulgence by many Chinese in 
the auspicious number eight. Green hats, which signified infidelity of one’s spouse in local 
custom, were banned and the costumes of Disney characters were modified to suit Chinese 
tastes. To make visitors from all nationalities feel at home, foods ranging from classic 
American burgers to Chinese, Japanese and Indian cuisines were served. In addition, the park 
had trilingual staff speaking English, Mandarin and Cantonese. Signs, audio messages and 
some attractions such as the Jungle River Cruise were in several languages. But the 
Broadway-style shows and certain rides were presented only in English.  


Criticism of the Chinese Menu, Firework Displays and Disney Suppliers 
In adopting China’s cultural legacy, Disney planned to offer shark fin soup for wedding 
banquets in its hotels. This was criticised by environmental groups both locally and 
internationally citing animal cruelty30 and the associated decline in shark populations. Ecology 
group World Wildlife Fund announced in June 2005 that it would mobilise its 5 million 
global members to send e-mail protests to Disney. After weeks of criticism, Disney pulled 
                                                     
27 The Mass Transit Railway was an underground mass transportation railway network in Hong Kong.  
28 Crawford, B. (12 September 2005) “Has the Spell been Broken at Mickey’s Magic Kingdom”, South China Morning Post.
29 Ng, M. (12 September 2005) “When the Dream Becomes a Nightmare”, South China Morning Post.
30 Sharks used for shark fin soup were caught through “finning”, in which the shark’s fin was cut off from the live animal and the


shark was thrown back into the ocean. The injured sharks would suffer for a long period before dying. 
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this delicacy off its menu.31 Around the same period, the nightly firework displays planned for 
Hong Kong Disneyland were criticised by environmental groups for worsening the already 
serious air pollution in Hong Kong. Moreover, the park used older technologies for firework 
displays that caused more harm to the environment than those in the US parks. The 
management refused the request by environmental groups to upgrade. 


Many Disney merchandise items were sourced from low-cost factories in China. In August 
2005, a local corporate social responsibility watchdog, Students and Scholars Against 
Corporate Misbehaviour (“SACOM”), published a report on the appalling working conditions 
in these factories and related violations of labour law.32 These factories paid workers below 
minimum wages, fired pregnant female workers, offered no maternity leave or sick leave, 
forced workers to work 13 hours or more per day, and disregarded workplace safety. Some 
workers had to finish all designated work without overtime payment. There were frequent 
accidents that resulted in permanent disability or even death, 33  but the workers had no 
insurance protection for occupational injury, medical illness or retirement. SACOM accused 
Disney of avoiding addressing the problems and being unwilling to assume responsibility.34


Rocky Launch of Hong Kong Disneyland 


The early going in Hong Kong has been more challenging than we had hoped. 
- Tom Staggs, chief financial officer of Disney, September 200735


Park Preview and Rehearsal 
To get the media’s buy-in, journalists from major local and foreign newspapers were invited 
to Hong Kong Disneyland for a free preview tour in late July 2005. However, this trip was 
described by reporter Alexandra Harney of the Financial Times as creating “a slightly uneasy 
feeling of pervasive control”. She wrote: “I have been to Walt Disney’s first theme park in 
China, and I can report that it is the scariest place I have been since I visited North Korea a 
few years ago.”36 In August, a group of local singers were invited to film a TV promotional 
video for the park. Daniel Wu, an American-born Chinese artist, slammed Disney in his blog 
for the arrogant attitude of its American staff.37 Other artists also complained about being 
bossed around and barred from wandering in the park. Daniel Wu and Kelly Chen, another 
pop star, vowed never to return to it. Disney had to apologise to the artists.38


Starting in mid-August 2005, a month-long free trial was conducted to iron out the bugs in the 
park’s operation. A week before the grand opening, the park conducted a rehearsal at its 
maximum capacity of 30,000 people. All admission fees collected were donated to local 
charities. However, the typical hot summer weather of 33°C (91°F) with relative humidity 
over 70%, combined with long lines for rides and getting food, resulted in many frustrated 
visitors. After the event, the government urged Disney to review the park’s maximum 
                                                     
31 Bradsher, K. (25 June 2005) “Shark Soup Is off the Menu at Hong Kong Disneyland”, New York Times.
32 BBC News (19 August 2005) “Disney Probes China Labour Claims”, http://news.bbc.co.uk/2/hi/business/4165654.stm


(accessed 23 June 2008).
33 SACOM (18 August 2005) “Looking for Mickey Mouse’s Conscience—A Survey of the Working Conditions of Disney’s 


Supplier Factories in China”, http://www.sacom.hk/html/uploads/Disney%20Research%20Report%202006%20_ENG_.pdf
(accessed 23 June 2008).


34 SACOM conducted a follow-up survey from July to September 2006 and found that not much improvement had been made. 
On the park’s anniversary on 12 September 2006, some students protested at the park’s entrance by dressing up in animal 
costumes. A spokeswoman for the organisation said that they would protest until Disney stopped exploiting Chinese workers.


35 Scent, B. (9 February 2007) “Hong Kong Disney Falls Short on Promises”, The Standard.
36 Harney, A. (29 July 2005) “Mickey Mouse’s March into China”, Financial Times.
37 Rothrock, V. and Frater, P. (4 September 2005) “A Word of Cultural Caution—Mouse House Hopes All Publicity is Good 


Publicity”, Variety Online, http://www.variety.com/article/VR1117928490.html (accessed 23 June 2008).
38 Wiseman, P. (9 November 2005) “Miscues Mar Opening of Hong Kong Disney”, USA Today.
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capacity to avoid overcrowding.39 But the management was confident that the park could 
handle the maximum capacity with some streamlining of logistics and crowd control. These 
included adding 600 restaurant seats, 20 food carts and more seating areas. The entry 
arrangements, parking facilities and queue management were also fine-tuned. 


Two days later, two government food inspectors went to the park to investigate a case of 
suspected food poisoning.40 An American staff member asked them to remove their hats and 
badges in order not to scare off the customers. Despite initial refusal by the officers, the 
employee insisted on his demand before allowing them into the site. This generated a fresh 
wave of anger in the media, accusing Disney of not respecting the government and violating 
the local law in obstructing the duties performed by law enforcement officers. Disney offered 
a public apology to the government on the eve of its opening. 


Formal Opening and Lukewarm Response 
Hong Kong Disneyland officially opened on 12 September 2005 to great fanfare. The exact 
date and time of the opening ceremony was picked through consultation of “Tung Sheng”, a 
Chinese fortune-telling book. A dragon dance and roast pig offerings, both local rituals, were 
performed. The tickets were priced at US$45 for adults and US$38 for children. This was 
cheaper than tickets at Anaheim, Orlando, Paris and Tokyo [see Exhibits 1 and 6], though a 
survey by a local university found that 70% of people had expected a lower fee of US$26–38 
for adults and US$13–26 for kids.41 Visitors were not allowed to bring food or drinks, except 
water, into the park. The prices for fast food at Hong Kong Disneyland were more than 
double those at local fast-food chains. In the first few days after opening, negative press 
coverage continued to pour in regarding overcrowding. “You have to line up for everything. It 
is a pain, it’s too crowded”, said Chai Zaiyong, who came on a package tour from northern 
China.42 In the long weekend right after opening, the expected crowd did not show up. By 
1pm on Sunday, there were roughly 11,000 visitors.43 The situation continued in the following 
weeks.


Complaints from Employees on Unfair and Inhumane Treatment 
There was this incredible pride that people in the US park had. Sometimes 
you saw cast members in the staff cafeteria dressed in Mickey Mouse or 
Goofy costumes. When they took the characters’ head off to rest, they looked 
proud. Here, when a character takes off his head, the guy inside just looks 
exhausted.


- An employee with a knee injury caused by prolonged standing44


Hong Kong Disneyland had 5,000 frontline employees, also called “cast members”. In 
September 2005 alone, 69 complaints and 100 enquiries regarding labour abuse were made by 
Disney’s frontline staff with the Hong Kong Confederation of Trade Unions (“HKCTU”). 
Some staff complained of working long shifts of 11 to 13 hours per day, with a chaotic shift 
system, insufficient breaks and restrictions on drinking water while on duty [see Exhibit
11A]. The heavy costumes and long hours of standing or greeting customers resulted in a 
wide range of occupational sickness. The staff also complained of unfair salary calculation 


                                                     
39 Eng, D. and Cheung, J. (6 September 2005) “Disney Told to be Flexible on Crowds”, South China Morning Post.
40 Velou, B. (9 September 2005) “Officials Probe Food Poisoning Reports at Hong Kong Disneyland”, BBC Monitoring Asia-


Pacific.
41 South China Morning Post (18 January 2005) “Majority Expected Disney Ticket Prices to Be Lower”. 
42 Mill, D. (13 September 2005) “It Really Is a Small World after All”, National Post.
43 Chan, M. and Lam, A. (19 September 2005) “Disney in Holiday Swing but Visitors Are in Short Supply; Capacity is Not 


Tested as the Theme Park Marks Festival Weekend”, South China Morning Post.
44 Ma, R. (23 October 2005) “Pain of Performance Hard to Stand, Lack of Fairness Unbearable”, South China Morning Post.
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compared to that of US Disney parks.45 The organising secretary of HKCTU, Elaine Hui, said: 
“As far as we can make out, the management is not practising what it preaches.”46 The park’s 
managing director, Don Robinson, responded by saying that long working hours were not 
harmful to the health of staff.47 Legislative Council member48 Cheuk-yan Lee commented: 
“Disneyland is ignoring its frontline staff’s basic needs. The only way to fight back is by 
uniting together.”49 In October 2005, an ex-employee made his voice heard by climbing up a 
tower on the 100-metre-tall Space Mountain rollercoaster. He carried a knife and a banner 
with the Chinese characters of “blood” and “truth” in his two-hour standoff with the police.50


Unhappy Tourist Agents
They started off doing business the American way, so they have encountered 
problems.


- Victor Yu, general manager, China CYTS Outbound Travel Service in Beijing51


Hong Kong Disneyland offered local tourist agents a commission rate of US$1.3 per adult 
ticket, limited to groups of over 25 people during weekdays.52 According to the chairman of 
the Hong Kong Inbound Tour Operators’ Association, Charles Ng, Disney made a bad start 
not only by underpaying local travel agencies but also by shunning their services in favour of 
overseas agents. “They want us to promote them, but they don’t give us a decent reward. 
[Disney] paid us only a few [Hong Kong] dollars for every ticket we sold, which is not even 
enough to cover our administrative expenses. Ocean Park53 is a much more generous partner”, 
Ng said.54 In addition, only six wholesalers in the whole region were signed up for distributing 
Disney tickets. Travel agents had to sign a 36-page agreement, put down very high bank 
guarantees and accept a booking process that worked to their disadvantage. 


First 100 days of Operation and Early Rescue Efforts 
In a survey conducted in October 2005, 66% of mainland tourists said that they would not 
visit Hong Kong Disneyland, mainly due to the fear of overcrowding and the limited number 
of attractions. Some said they preferred Ocean Park because of its conservation and 
educational value.55 Worries about Hong Kong Disneyland’s low attendance rate started to 
surface in the news in November 2005. To dismiss speculations, Disney reluctantly disclosed 
its number of visitors in the first 100 days of operation to be 1 million,56 including 300,000 
non-paying visitors during the 30-day trial run. This represented around two-thirds of its 
original expectated numbers. During this period, 49% of visitors were from Hong Kong, 26% 
were from the mainland and 25% were from overseas [see Exhibit 10A].  


To boost attendance, the park offered ticket price discounts of US$6.4 to all local residents 
from 8 November to 8 December in 2005. However, this failed to generate a big local crowd. 
                                                     
45 At Hong Kong Disneyland, staff with irregular working hours would receive overtime payment only if their total working 


hours exceeded 195 per month, irrespective of the number of working hours per day. In the US parks, workers working over 
eight hours per day would be entitled to overtime payment. 


46 Leung, W. (23 September 2005) “Magic Wearing Off on Disney Staff: Labor Group”, The Standard.
47 Leung, W. (6 October 2005) “Disneyland Workers to Form Union”, The Standard.
48 The Legislative Council was the law-stipulation authority in Hong Kong. Its members were elected through either direct 


voting by the citizens or indirect voting by functional constituencies. They were equivalent to the senate members in the US. 
49 The Standard (10 September 2005) “Disneyland Hong Kong: No Magic for the Workers”. 
50 Chan, M. and Cheng, A. (12 October 2005) “Ex-Disney Worker in Two-Hour Standoff”, South China Morning Post.
51 Schuman, M. (8 May 2006) “Disneyland Hong Kong’s Headache”, Time Asia.
52 Eng, D. (16 June 2005) “Agents Feel Squeeze over Disney Commissions”, South China Morning Post.
53 Ocean Park offered tour agents a commission of US$4.7 per adult ticket on all days, regardless of the group size. 
54 Lam, A. and Eng, D. (9 September 2006) “Travel Agents Blame Pride and Bad Strategies for Poor Turnout”, South China 


Morning Post.
55 Ming Pao (11 October 2005) “66% of Mainland Visitors will Not Visit Disneyland”. 
56 Yeung, C. (27 November 2005) “Disneyland Magic Needs a Reality Check”, South China Morning Post.
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The number of visitors was around 10,000 on weekdays and 20,000 on weekends.57 The 
discount was then extended to Christmas. In January 2006, operations chief Bill Ernest 
replaced Don Robinson as managing director. Surveys conducted in the same month by a 
newspaper showed that the park was operating at around half its capacity of 30,000 visitors 
per day.58 To increase traffic, the park started offering six-month valid tickets for non-peak 
days to tour agents, while peak days would require date-specific tickets. Its commission rate 
was increased from US$1.3 to US$3.8 per adult ticket in February.59 Disney also relaxed the 
requirement that travel agents reserve a guaranteed number of rooms a few weeks in advance. 


Acid Test in the Golden Week of Chinese New Year 
We regret that anyone may have been disappointed. No one is more 
disappointed than we are. As a father, I understand how frustrating it is to 
disappoint your children. 


- Bill Ernest, executive vice-president and managing director, Hong Kong Disneyland60


The real test came during Chinese New Year in February 2006. This holiday was one of the 
Chinese mainland’s “golden weeks”,61 in which droves of mainland tourists flocked to the city. 
In Hong Kong, the first three days of the Chinese New Year were public holidays. Only these 
days were marked by Hong Kong Disneyland as special peak days, and the management had 
underestimated the large number of mainland visitors after these three days. The park became 
full soon after opening and had to close its gate for safety reasons, leaving over 1,000 people 
with valid six-month tickets stranded outside. In the first two days, some people lost their 
patience after waiting for hours outside the gate and climbed over high fences into the park, 
causing chaos in front of the TV news cameras. On the third day, the grumbling crowd was 
allowed entry after staging rowdy protests.  


With widespread media coverage, Hong Kong Disneyland was quickly labelled as very small 
and crowded. Public apologies were made by Hong Kong’s chief executive Donald Tsang and 
Disney’s managing director. 62  Industry sources stressed that they had warned Disney in 
advance to use date-specific tickets for the entire golden week.63 This ticketing blunder led to 
the resignation of a few senior managers, reportedly unhappy with the park’s strategic 
direction and excessive control from the US.64 These included the vice-president of marketing, 
the marketing director and the director of sales.


                                                     
57 Connolly, N. and Chan, M. (21 November 2005) “Disney Discount No Magic Wand—A Post Headcount Reveals Attendance 


Figures Are Well Down on Predictions”, South China Morning Post.
58 AXF News (10 January 2006) “Hong Kong Disneyland Names New Managing Director 4 Months after Opening”, 


http://www.forbes.com/markets/feeds/afx/2006/01/10/afx2439095.html (accessed 23 August 2008). 
59 Einhorn, B. (6 February 2006) “Disney’s Mobbed Kingdom”, BusinessWeek Online,


http://www.businessweek.com/bwdaily/dnflash/feb2006/nf2006026_2086.htm (accessed 19 June 2008).
60 Eng, D. and Wu, H. (7 February 2006) “Trouble at the Park”, South China Morning Post.
61 A golden week was a week-long holiday for factory and construction workers in China. There were three such holidays each 


year, including the Chinese New Year in January or February, Labour Day in May, and National Day in October. Factory and 
construction workers were generally not allowed to take vacation leave during other periods of the year. 


62 Leung, P. (6 February 2006) “Apologies of Little Use, Say Angry Visitors to Disneyland”, South China Morning Post.
63 Eng, D. (22 April 2006) “Two More Executives Quit Disney Park”, South China Morning Post.
64 Eng, D. (21 August 2007) “HK Disney Opens Third Year with Ticket Offer. Theme Park Targets Students, Mainlanders”, 


South China Morning Post.
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The Americans make all the key decisions and often the wrong ones. Finance 
is also king here, and when things go wrong, they look for local scapegoats. 
The mood and morale is very low here. I know a lot of us are actively looking 
for jobs and are totally disillusioned. 


 - An anonymous employee65


In a survey conducted in March 2006 [see Exhibit 12], 70% of people said that their 
“opinions toward Hong Kong Disneyland have become more negative” because of problems 
since its opening. Around 61% of participants said that the media coverage of the park was 
negative, and 47% of people disagreed with the statement that Hong Kong Disneyland was a 
socially responsible company. Only 56% of those who had visited the park were satisfied, 
while 22% were not satisfied.66


Luring Back the Crowd 


In a second attempt to attract more local visitors, Hong Kong residents could buy a two-day 
admission ticket for the price of a single-day ticket from March to June 2006 [see Exhibit 13]. 
But a lot of news reports on the poor working conditions for frontline staff emerged again in 
April [see Exhibit 11B]. Some loyal fans of Disney wrote in the editorial sections of 
newspapers to express their disappointment and hurt feelings after reading such news.67


Lacklustre Golden Week and First-Year Performance 
To avoid overbooked days, the park designated all days in the golden weeks as special days 
during which only date-specific tickets were allowed. However, during the Labour Day 
golden week in early May 2006, Hong Kong Disneyland only managed to attract around 
7,000 visitors per day, although a total of 415,000 mainlanders visited the city in that period. 
The daily average of visitors to the park remained below 10,000 after the ticketing fiasco 
during the Chinese New Year.68 In June 2006, Hong Kong Disneyland introduced a summer 
pass to help boost attendance. The summer pass cost US$57.7 for adults, US$41.0 for 
children and US$34.6 for senior citizens. It allowed pass-holders unlimited visits from 1 July 
to 28 September.69 Sales incentive programs were also offered to tour agents during summer. 
Guangdong China Travel Services, one of Hong Kong Disneyland’s mainland wholesalers, 
recorded a 30% increase in mainland visitors to the park in August.70


While the new passes increased the visitor numbers, this came at the expense of overcrowding. 
On the park’s anniversary in September 2006, a mainland tourist who had saved for months to 
bring his family from Hangzhou to Hong Kong Disneyland said, “It's below our expectations. 
There are too many people”, gesturing at the lines stretching 100 metres long.71 James Lu, 
executive director of the Hong Kong Hotels Association, identified a potential problem faced 
by Disney in serving mainlanders. He said: “Low-paying guests always ask for more services 


                                                     
65 Eng, D. (22 April 2006) “Two More Executives Quit Disney Park”, South China Morning Post.
66 Ap, J. (4 April 2006) “Residents Have Mixed Opinions towards Hong Kong Disneyland ”, Hong Kong Polytechnic University 


Website, http://www.polyu.edu.hk/cpa/polyu/hotnews/details_et.php?year=2006&news_id=950 (accessed 23 June 2008).
67 South China Morning Post (27 May 2006) “Disneyland's Management Destroys a Happy Fantasy”.
68 Eng, D. and Hu, F. (16 May 2006) “Disneyland Feels Seasonal Pinch. Only 7,000 a Day Visit Park during Golden Week”, 


South China Morning Post.
69 Wong, M. (27 June 2006) “Summer Passes for Disneyland”, South China Morning Post.
70 Lam, A. and Eng, D. (9 September 2006) “Travel Agents Blame Pride and Bad Strategies for Poor Turnout”, South China 


Morning Post.
71 The Standard (12 September 2006) “Disneyland Finds Little to Celebrate on Its Anniversary”.
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than high-paying guests, but neither likes to ask for service and then wait.”72 In the first year, 
Hong Kong Disneyland attracted 5.2 million visitors, 7% below its target of 5.6 million [see 
Exhibit 9A].73 The staff turnover for the year was over 20%.74


Strategies and Promotions in the Second Year 
Stepping into the second year, Disney had expanded its ticket distribution network to more 
than 60 tourist agents. The park fostered stronger links with these agents to better gauge 
tourist traffic. The tour operators were also given a 50% discount if they visited the park 
themselves. Numerous marketing initiatives were launched to increase awareness of the park. 
These included co-operative advertising programs with travel agents and the Hong Kong 
Tourism Board, as well as a website to introduce Disney’s culture and to communicate news 
and promotions to travel agents. Advertorials were placed in mainland magazines. 


During the National Day golden week in October 2006, Hong Kong Disneyland only had 
between 6,000 and 11,000 visitors per day in the first two days.75 A common problem faced 
by mainlanders was that they were not familiar with the Disney culture, so they did not know 
what to look for in the park. This alienated many mainland tourists who came with high 
expectations. To overcome language and cultural barriers, the park added subtitles in 
simplified Chinese to its Broadway-style shows in late 2006. Day-trip guides were hired to 
provide personal coaching to mainlanders on Disney’s culture. Close to the entrance, the 
Disneyland Story was an addition that exhibited artwork and film footage on Disney’s history 
and characters. This served as a 10-minute crash course for mainland tourists.76


To increase repeat visitors, Hong Kong Disneyland launched annual passes in October 2006 
[see Exhibit 7]. The park also offered student groups an introductory tour, making the visit 
more educational. During Christmas in 2006, Disney organised some youth programmes for 
schools, such as performance opportunities in the park and school “fun days”.77 In February 
2007, the park appointed Jill Estorino, a 15-year Disney veteran in the US, as the senior vice-
president for marketing. One of Estorino’s plans was to double the sales of annual passes in 
two years. As of April 2007, 56,000 annual passes had been sold. Annual pass holders 
constituted 23% of visitors and, on average, they came to the park once every two months.78


During the summer of 2007, travel-package promotions were offered through a few airlines 
for tourists to stay at and visit Hong Kong Disneyland. In August 2007, Disney lowered the 
price of annual passes for teens from the adult equivalent price to the same level as younger 
kids. In September, Hong Kong Disneyland started offering half-day tour group tickets to fit 
the tight itineraries of mainland tourists in Hong Kong.79 Despite these marketing efforts, the 
park’s traffic remained low. Moreover, some local visitors tried to avoid the expensive food at 
the park by finishing their own food before entering80 and then leaving immediately after the 
fireworks display at 8pm to take dinner outside. For the financial year ended September 2007, 


                                                     
72 Landreth, J. (31 August 2005) “Hong Kong Disneyland Opens with Wealth of Challenges—Mouse Meets Mao”, Hollywood


Reporter, http://www.hollywoodreporter.com/hr/search/article_display.jsp?vnu_content_id=1001051279 (accessed 11 June 
2008).


73 Eng, D. (18 December 2007) “Disneyland Visitors Drop to 4m in Second Year”, South China Morning Post. 
74 Eng, D. (27 March 2007) “Disney Seeks More Staff for Busy Summer”, South China Morning Post. 
75 Eng, D. (6 October 2006) “Ocean Park Celebrating Golden Days: Chairman” , South China Morning Post.
76 Choy, L. and Eng, D. (5 September 2006) “Magic Kingdom Will Shed Its Mystery for Mainland Visitors”, South China 


Morning Post.
77 Miller, P. (2007) “Disneyland in Hong Kong”, China Business Review (Washington), 34 (1), pp. 31–33.
78 Eng, D. (26 April 2007) “Disneyland Marketing Focus on Doubling Sales of Annual Passes”, South China Morning Post.
79 Eng, D. (21 August 2007) “HK Disney Opens Third Year with Ticket Offer. Theme Park Targets Students, Mainlanders”, 


South China Morning Post.
80 Mak, Z. (17 August 2007) “Too Small, Too Pricy … and Long Queues”, South China Morning Post.
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the number of visitors dropped by 23% to 4 million and the financial loss amounted to 
US$194.2 million [see Exhibits 9A and 9B].  


Departure from Disney Culture with Halloween and Chinese Campaigns 
Younger Chinese like Mickey Mouse, but they should include traditional 
Chinese culture for adults. 


- Zhu Yuan, a 64-year-old retired professor visiting Hong Kong Disneyland from 
China81


In October 2007, the park launched its first adult-oriented attraction during Halloween with a 
haunted hotel.82  An evening ticket at US$25 allowed entry after 6.30pm. The number of 
visitors to the park in that month was 360,000, 83  representing double-digit year-on-year 
growth. The Halloween event was the first of its kind in the history of Disney’s parks and 
resorts. According to Dennis Speigel, president of consultancy International Theme Park 
Services, the new Halloween attractions at Hong Kong Disneyland reflected a growing 
willingness by Disney’s headquarters to give greater management control to the local team.84


In January 2008, Hong Kong Disneyland launched its first integrated marketing campaign 
with Chinese cultural elements.85 A new collection of red Chinese costumes was designed for 
Mickey and Minnie for the Chinese New Year. Visitors were also greeted by the Chinese 
gods of wealth, blessing, health and longevity, who handed out Chinese traditional chocolate 
gold coins. A theme song was composed and music videos sung by six Chinese singers were 
filmed in the park. Disney also offered a series of festive consumer products, such as Mickey 
and Minnie dolls in golden garments resembling those worn by ancient Chinese kings and
queens, as well as Mickey-themed accessories designed by local jewellery companies. 


Park Expansion with More Focus on Late Teens and Adults 
The root of Hong Kong Disneyland’s problem is its lack of a unique 
attraction. Many Hong Kong people have been to Disneyland in California 
and Disney World in Florida. They naturally find the world’s smallest 
Disneyland in Hong Kong “not the real thing”.  


- Albert Cheng, Legislative Council member and news commentator in Hong Kong86


Some people criticised the park’s small size and relatively few attractions compared to other 
Disney theme parks. Moreover, the attractions available catered primarily to families with 
young children [see Exhibit 8], and there were not enough items for late teens and adults. To 
address these issues, Disney added some new attractions to the park, including two rides 
unique to the park in Hong Kong. Two adult-oriented rides would be launched in late 2008.87
However, to enlarge the park significantly, funding was a big issue. In the third year of 
operation, the number of visitors bounced back to around 4.8 million, but this was still 21% 
below the original target [see Exhibit 9A]. The park could not rely solely on the operating 
cashflow to finance its expansion plan. In 2008, Disney was negotiating with the government 
for additional capital injection to build more attractions. 


                                                     
81 Simons, C. (11 February 2007) “China Park’s Rocky Debut Deflates Ambitious Disney”, The Atlanta Journal–Constitution.
82 Eng, D. (22 January 2008) “Disney Caters for Adults in Expansion Plan”, South China Morning Post.
83 Ocean Park offered seven haunted houses in October 2007 and attracted a record number of 510,000 during that month.
84 Eng, D. (17 December 2007) “Disneyland Exorcises Ghosts as Halloween Provides Turnstile Treat”, South China Morning 


Post.
85 Lui, W. (9 January 2008) “Disney’s Mouse of the Year”, China Daily.
86 Cheng, A. (19 November 2007) “No Magic Formula”, South China Morning Post.
87 Eng, D. (22 January 2008) “Disney Caters for Adults in Expansion Plan”, South China Morning Post.
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Local Competition from Ocean Park 


Ocean Park was established in 1977 as a not-for-profit statutory body owned by the Hong 
Kong government. Its mission was to provide elements of entertainment, education and 
conservation to the general public at an affordable price. The park occupied a mountainous 
area of 215 acres. Its aquarium was once the largest in Asia and featured water animals such 
as sharks, dolphins and jellyfish. Other attractions included cable cars, rollercoaster rides, 
giant pandas and a bird garden. The maximum capacity was 36,300 people. The number of 
visitors in many exhibition halls could be flexibly stretched during peak days. Every year, 
about 30,000 children visited the park on school trips to learn about animals. The park was 
conveniently located near the centre of Hong Kong Island, close to the prime residential areas 
of Hong Kong’s middle and upper-middle classes. Numerous bus and mini-bus routes passed 
through Ocean Park. Before a price increase of 11–12% in October 2007, admission was 
US$24 for adults and US$12 for kids [see Exhibit 7].  


After the Asian financial crisis in 1997, the park suffered heavy losses for four consecutive 
years [see Exhibit 14]. In 2001, Ocean Park’s chief executive Randolph Guthrie warned that 
the park might have to close upon market entry by Hong Kong Disneyland. In early 2003, the 
outbreak of Severe Acute Respiratory Syndrome in Hong Kong led to a drastic economic 
slump. The park’s visitors dropped from a few thousand to a few hundred per day, but the 
company was committed to not laying off a single employee. To help revive Hong Kong, the 
central government in Beijing granted a special visa, the Individual Visitor Scheme, for 
mainlanders from specific cities to visit Hong Kong as individuals. Previously, only business 
visas or group tours were allowed. Ocean Park repositioned itself to be a de facto must-see 
attraction for mainland tourists. The entry ticket was bundled with a free local train ride and 
shuttle bus to Ocean Park for those entering Hong Kong at Lowu [see Exhibit 4A].  


Management Shake-Up and Building a Dedicated Team 
In late 2003, Hong Kong’s chief executive, Chee-hwa Tung, tried to rescue Ocean Park by 
persuading local entrepreneur Allan Zeman to take an unpaid position as its chairman.88
Zeman was renowned for turning the run-down Lan Kwai Fong district, located within five 
minutes’ walking distance from the financial centre in Central, into a landmark nightlife 
district.89 Because Guthrie was close to retirement, Zeman started a worldwide hunt for a new 
chief executive with a can-do spirit for trying new things. Tom Mehrmann, an experienced 
US amusement park executive, came on board in early 2004 as chief executive. The new team 
did not have money for new attractions. They staged big events during Halloween, Christmas 
and Chinese New Year instead, making visits to Ocean Park a family outing for special 
occasions. The park underwent a face-lift, including a paint job and an upgrade of its food. 


Ocean Park employed around 950 full-time staff. When Mehrmann took over the helm, he set 
himself a challenge not to lose any staff to competitors, including Hong Kong Disneyland. He 
launched the park’s first “engagement” survey to find out the factors inducing staff to stay, of 
which career recognition topped the list. The company started to treat staff retention, career 
training and succession planning as important and ongoing exercises. Employees making 
significant contributions were rewarded with tokens of appreciation, including coupons for 
trips, gifts, free meals, cinema tickets and supermarket gift certificates. Outstanding ones 
were nominated as “stars of the month”. In addition to four quarterly formal staff meetings 
per year, Mehrmann attended eight extra informal events, each with up to 50 employees. 
                                                     
88 Wiseman, P. (14 June 2007) “Ocean Park Takes On Hong Kong Disneyland”, USA Today. 
89 Allan Zeman was a legendary business figure in Hong Kong. He had come to Hong Kong in the early 1970s at the age of 20 


and started his own business in the clothing industry. When he realised that it was difficult to find nice restaurants and bars to 
entertain his customers, he set up a restaurant himself in the Lan Kwai Fong area near his office in the financial district. More 
restaurants were gradually set up, and the area became a popular meeting point for expatriates as well as local people.
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Because Ocean Park operated on the principle that no employees were above their jobs, 
Mehrmann was frequently present to personally welcome visitors and support the park’s staff, 
particularly during special programmes such as its Halloween promotion.90


Surviving the Threat from Hong Kong Disneyland 
The management decided that Ocean Park should differentiate itself by building on its 
strengths, rather than trying to imitate its competitor. Starting in early 2004, a series of 
marketing initiatives was launched to position Ocean Park as an animal theme park and 
promote interaction with animals. More emphasis was placed on the park’s educational value, 
shifting the focus from entertainment to “edutainment”.91 This was a “killer” selling point to 
local Chinese parents. Six months before Hong Kong Disneyland opened, a year-long 
campaign dubbed Fight Back Mission Impossible was launched. Ocean Park was positioned 
in TV programmes and advertisements as Hong Kong’s much-loved park, connecting people 
with nature.


When Zeman noticed visitors lingering in front of the jellyfish in the park’s aquarium, he 
collected 1,000 of the creatures for a new attraction. The Sea Jelly Spectacular exhibit was 
launched in March 2006 with much marketing hype. Zeman dressed up in a jellyfish costume 
for a press conference, striking funny poses for delighted news photographers. The resulting 
press attracted many people to the park. Building on this momentum, a new attraction, 
Animal Close Encounters, was showcased from 14 April to 7 May.92 More than 50 exotic 
animal species were on display, including mantises, tarantulas and chameleons. Over half of 
these animals were specifically imported for the attraction. Visitors could even touch some of 
them in the exhibit hall. These marketing efforts proved to be a big success. In 2006, Ocean 
Park was rated as one of Hong Kong’s top three brands in an online survey. It also won the 
Gold Award for best campaign and citations for Outstanding TV Campaign and Innovation in 
the Hong Kong Management Association TVB Awards for Marketing Excellence.93


Miraculous Turnaround and Expansion Plans Ahead 
Ocean Park initially expected a 20–30% drop in visitors upon Hong Kong Disneyland’s 
opening. In the financial year ended June 2006, the park entertained a record 4 million visitors 
[see Exhibit 14]. Local visitors increased by 77%, tourist visitors grew by 5.6% and annual 
passes increased by 58%.94 Over 44% of visitors were from the mainland.95 In the same year, 
the park was listed by Forbes magazine as one of the world’s top ten amusement parks.96 The 
loyalty and dedication of its team was a key reason for its success. As of 2006, only 13 
employees shifted to Hong Kong Disneyland. There were 17 employees who had been in 
service for more than 30 years, and 176 had been with the company between 15 and 29 years. 
The average staff turnover rate was relatively low, at about 13.5%.97


In April 2006, the company mustered a syndicated loan to raise US$525 million for a US$705 
million expansion project. This would double the park’s number of attractions to 70 by 2012. 
                                                     
90 Luk, M. (25 November 2006) “Ocean Park Puts On a Great Show Unfazed by Disneyland, The Entertainment Hub is Doing 


Better than Ever—and Even Setting Records”, South China Morning Post.
91 “Edutainment” referred to entertainment with educational purposes.
92 Kung, N. (28 March 2006) “Park Offers Close Encounters of the Creepy Kind”, South China Morning Post.
93 Taylor, M. (24 October 2006) “How Ocean Park Turned the Disney Threat on Its Head. The Theme Park’s Marketers Turned 


Potentially Devastating Competition into an Opportunity”, South China Morning Post.
94 Ibid.
95 Ocean Park Corporation (22 August 2006) “Ocean Park Opens First China Representative Office”, 


http://www.oceanpark.com.hk (accessed 30 June 2008). 
96 Connolly, N. (3 June 2006) “Top 10 Accolade a Boost to Ocean Park—Only Entertainment Venue in China on Forbes List of 


World’s Best Amusement Spots”, South China Morning Post.
97 Luk, M. (25 November 2006) “Ocean Park Puts On a Great Show Unfazed by Disneyland, The Entertainment Hub is Doing 


Better than Ever—and Even Setting Records”, South China Morning Post.
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The company also lobbied the government to build an extension line of the Mass Transit 
Railway with a station at Ocean Park, which would be completed in 2015. In August 2006, 
Ocean Park opened a representative office in the southern city of Guangzhou and started a 
nationwide hotline for individuals and travel agents. In the financial year ended June 2007, 
Ocean Park attracted 4.92 million visitors. It was ranked the 16th most-visited theme park 
worldwide in 2007, while Hong Kong Disneyland was ranked 21st.98 Mehrmann also won the 
Executive Award at the DHL/SCMP Hong Kong Business Awards 2007.99


Challenges Ahead 


Changing Entertainment Preferences of Kids and Adults 
The core Disney brand was devoted to wholesome values with no cynicism. Gary Moss, 
director at branding firm Brand Vista, pointed out that the “sugary, saccharine” world offered 
by Disney might be a little out of step with children’s modern appetite for slightly darker 
escapism and fantasy in the mould of Harry Potter and The Lord of the Rings.100 Young 
children were seeking more sophistication and independence, and less naivety. Moreover, in 
the electronic age, Disney had entered into competition with video games, TV thrillers, VCDs 
and the internet world, all of which had absorbed endless hours of kids’ leisure time. In 
addition, the children’s market had become increasingly fragmented. A widening gap between 
the desires of a toddler, a nine-year-old and a young teenager made Disney’s proposition of 
“one park for everyone” more difficult.  


In 2005, an analyst at Forester Research said that Disneyland in the US only appealed to 
families, and young people in their teens and twenties did not want to go there. For them, 
Mickey Mouse was no longer an attraction.101 In Hong Kong, the comments of a 20-year-old 
college student, Wai-yan Chu, shed some light on the daunting task that lay ahead for Disney. 
She had visited Ocean Park 20 times since the age of 12. “I just bought a season pass. Of 
course I’ll be back”, Chu said. As for Hong Kong Disneyland, “I liked it, but once is enough”, 
she said.102


Flourishing Casino Resorts in Macau 
Macau,103 dubbed the Monte Carlo of Asia, was a favourite holiday escape for Hong Kong 
residents. In 2002, the Macau government broke up the city’s casino monopoly and granted 
two more licenses and three sub-licenses. Many new casino resorts were opened between 
2004 and 2008 [see Exhibit 15]. The marketing hype created by big global casino players 
such as Wynn Resorts and Las Vegas Sands had attracted many people from Hong Kong. 
Mainland tourist arrivals also jumped by 66% in 2004104 and reached 10.5 million in 2005. In 
2006, Macau surpassed Las Vegas in terms of casino revenues and became the world’s top 
gambling destination.105 Wynn Macau, opened in September 2006, was the first Las Vegas-


                                                     
98 Eng, D. (25 March 2008) “Ocean Park Overtakes Disney in Global Table”, South China Morning Post.
99 DHL (6 December 2007) “Dr Che-woo Lui of K. Wah Group Named Business Person of the Year at DHL/SCMP Hong Kong 


Business Awards 2007”, Press Releases, 
http://www.dhl.com.hk/publish/hk/en/press/Release_HK/2007/06_12_2007.high.html (accessed 23 June 2008).


100 Marketing Week London (18 December 2003) “Is the Fantasy Over?”. 
101 Knight, R. (20 October 2005) “Feature: Concerns Growing over HK Disneyland’s Future”, Tribune Business News.  
102 Wiseman, P. (14 June 2007) “Ocean Park Takes On Hong Kong Disneyland”, USA Today.
103 Macau was a Chinese city about a quarter the size of Hong Kong, with a population of 500,000. It was the only place in 


China that allowed casino gambling. An adult return ticket from Hong Kong to Macau by turbojet ferry (a one-hour journey) 
cost US$38. As of June 2008, ferries left every five minutes during peak hours, and the terminal operated 24 hours per day.


104 Lee, M. (7 March 2005) “Casinos Give Macau Coffers 30pc Boost”, The Standard.
105 BBC News (25 October 2006) “Tiny Macau Overtakes Vegas Strip”, http://news.bbc.co.uk/2/hi/business/6083624.stm


(accessed 23 August 2008). 
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style integrated casino resort in Asia. In addition to gambling, customers could enjoy 
shopping, dining, sports recreation, and a variety of performances and shows. Some simply 
hung around the resort’s grand architecture, capturing nice memories with tons of photos. 
Venetian Macao was the city’s largest casino resort. When it opened in August 2007, it 
attracted more than half a million visitors in the first week—an average of more than 80,000 
per day.106 In its first month of operation, tourists from Hong Kong filled up 60% of its 3,000 
five-star hotel rooms.107


Shanghai Disneyland 
In 2002, Walt Disney signed a letter of intent to develop a second Disneyland in China, 
probably in Pudong of Shanghai. It received immediate criticism from Hong Kong’s Legco 
members on possible cannibalisation to Hong Kong Disneyland. Walt Disney assured the 
public that the second theme park in China would not happen before 2010. The poor 
performance of Hong Kong Disneyland resulted in its further postponement. In March 2008, 
Shanghai’s mayor told the media that the city had applied to the National Development and 
Reform Commission, which was the economic planning agency of the central government, 
for building a Shanghai Disneyland.108 This park was estimated to be over four times the size 
of Hong Kong Disneyland. Although it was still pending for the central government’s 
approval, this announcement indicated that the park in Shanghai was very likely to be built, 
and it was just a matter of time for it to happen.   


The Magic Formula on Chinese Soil 


Local people constituted the largest customer base for Hong Kong Disneyland. However, 
their lukewarm feedback about the park since its opening was beyond anticipation by both 
Disney and the Hong Kong government. Reigniting Disney fever among locals was a primary 
task for the management. Another major obstacle was that the park was not included in the 
itineraries of most tours from the mainland. Participants had to pay an extra fee to tour agents 
if they opted to visit the park. In late July 2008, the government struck an agreement with the 
central government in Beijing to allow point-to-point trips to Hong Kong Disneyland for the 
12 million migrants living in Shenzhen, the Chinese city right next to Hong Kong. These 
migrants could apply for a leisure travel visa to Hong Kong without returning to their home 
cities. The park was mandated to be included in the itinerary, but not other attractions in the 
city. However, this arrangement immediately drew public criticism of favouritism by the 
government towards Disney.109


In August 2008, Andrew Kam, a Chinese with 20 years of business experience in China,110
was appointed the park’s managing director, while his predecessor, Ernest, was promoted to a 
regional role in Asia-Pacific. 111  It was imperative for the management to figure out 
appropriate turnaround strategies. Because it was a joint venture with the Hong Kong 
government, Hong Kong Disneyland was under stringent public scrutiny. There was virtually 
no room for failure. How should Disney reinvent its product offerings to meet customers’ 
changing tastes and preferences? With another mega-sized Disney park likely to be built in 
Shanghai in the future, what should Hong Kong Disneyland do to prepare itself for the 
opening of this new park? Should Disney pump in more capital investment in order to revive 
the park in Hong Kong? 


                                                     
106 Lawrance, A. (8 September 2007) “Wake Up Call from Macau”, South China Morning Post.
107 Hu, F. and Gough, N. (29 September 2007) “Venetian Macao Luring Away More Visitors than Disneyland”, South China 


Morning Post.
108 Chen, G. and Rabinovitch, S. (6 March 2008) “Shanghai Applies to Build Its Own Disneyland: Mayor”, Reuters.
109 South China Morning Post (30 July 2008) “Disney Measure at Odds with Spirit of Integration”.
110 Kam had previously been the deputy general manager and marketing and sales director for Coca-Cola in China. 
111 International Business Times (14 August 2008) “Hong Kong Disneyland Tabs Ex-Coca-Cola Exec”, http:// 


hk.ibtimes.com/articles/20080815/disneyland.htm (accessed 16 August 2008). 
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EXHIBIT 2A: NUMBER OF VISITORS TO TOKYO DISNEYLAND 
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Note: The financial year ended on March 31. Tokyo Disneyland was launched on 15 April 
1983. The data from 2001 onwards included the number of visitors to Tokyo DisneySea, 
which was launched on 4 September 2001. 


EXHIBIT 2B: ADMISSION FEE FOR TOKYO DISNEYLAND, JUNE 2008 


 Admission Fee (US$) 


Types of Passport Adult(18+)
Junior
(12–17) 


Child
(4–11)


Senior
(60+)


One-Day Passport 54.7 47.2 36.8 48.1 
Two-Day Passport 94.3 83.0 65.1 - 
Starlight Passport 


(from 3pm on peak days) 44.3 38.7 30.2 - 


After 6 Passport 
(from 6pm on weekdays) 29.2


* An exchange rate of US$1 = ¥106 was used in converting the original figures in Japanese yen. 


Source: Tokyo Disneyland’s website: http://www.tokyodisneyresort.co.jp (accessed 23 June 2008). 
EXHIBIT 3: PERFORMANCE OF THE DISNEYLAND PARK IN FRANCE 
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Year Ended 
September 30 


Number of Visitors
(millions)


Net Profit (Loss) 
(US$ million) 


Net Profit (Loss) 
(FFr million)3


19921 6.6 NA NA 
1993 9.8 (921.7) (5,300) 
1994 8.8 (313.0) (1,800) 
1995 10.7 19.8 114 
1996 11.7 35.1 202 
1997 12.6 37.7 217 
1998 12.5 50.4 290 
1999 12.5 27.0 155 


Year Ended 
September 30 


Number of Visitors
(millions)


Net Profit (Loss) 
(US$ million) 


Net Profit (Loss) 
(€ million)4


2000 12.0 53.4 38.7 
2001 12.2 42.1 30.5 
20022 13.1 (90.7) (65.7) 
2003 12.4 (80.5) (58.3) 
2004 12.4 (200.4) (145.2) 
2005 12.3 (73.3) (53.1) 
2006 12.8 (122.3) (88.6) 
2007 14.5 (57.4) (41.6) 


Accumulative 
Loss  (1,593.6)  


1 Euro Disneyland was launched on 12 April 1992.  
2 The attendance rates from 2002 onwards included the figures for Walt Disney Studio, which was 


launched in 2002. 
3 From 1993 to 1999, the original financial figures in French francs was converted using an 


exchange rate of US$1 = FFr 5.75.  
4 From 2000 to 2008, the original financial figures in euros was converted using an exchange rate 


of €1 = US$1.38. 


Source: Euro Disney SCA (2002–2007) “Annual Report”; Kamm, T. (4 November 1994) “Euro Disney's 
Loss Narrowed In Fiscal 1994”, Wall Street Journal; Kamm, T. (16 November 1995) “Euro Disney Posts 
First Annual Profit, Stock Slides 14%”, Wall Street Journal; Lavin, D. (20 November 1996) “Euro Disney 
Towers Over Paris Sights, But Its Economic Future Remains Shaky”, Wall Street Journal; New york Times 
(4 November 1997) “Euro Disney Profits Rise 7.5% for Year”; Flemming, C. (19 November 1998) “Euro 
Disney Reports 34% Profit Surge, But Its Shares Fall Amid Debt Concerns”, Wall Street Journal; Flemming, 
C. (30 November 1999) “Disney's Latest French Twist Is in Films”, Asian Wall Street Journal.
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EXHIBIT 4A: MAP OF HONG KONG 


Note: Across the border to the north of the New Territories was the mainland of China. The key 
business districts and tourist shopping malls in Hong Kong were located along the northern 
coastline of Hong Kong Island and the southern half of the Kowloon Peninsula. Central was the 
prime financial district in the city. Disneyland was located on Lantau Island, while Ocean Park 
was situated near the centre of Hong Kong Island. 


EXHIBIT 4B: POPULATION DISTRIBUTION OF HONG KONG IN 2006 


Regions of Hong Kong Population in 2006 
Hong Kong Island 1,266,500 


Kowloon 2,018,800 
New Territories 3,431,800 
Outlying Islands 137,000 


Total 6,854,100 


Note: Within the New Territories, 38% of the population lived in the eastern district, 
54% in the western district and 8% in the northern district.


Source: Hong Kong SAR Government Census and Statistics Department (July 2007) “Projections 
of Population Distribution, 2007-2016”, http://www.censtatd.gov.hk (accessed 27 September 2008). 
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EXHIBIT 5A: AGE BREAKDOWN OF HONG KONG’S POPULATION IN 2006  


Age Group Number of People  Percentage (%) 
0–14 939,675 13.7 


15–24 909,005 13.2 
25–34 1,052,126 15.3 
35–44 1,248,855 18.2 
45–54 1,193,788 17.4 
55–64 668,101 9.7 
65+ 852,796 12.4 


Total 6,864,346 100 
Source: Hong Kong SAR Government Census and Statistics Department (2006) “Statistical Tables: 
Table 137-Population by Age Group, 1996, 2001 and 2006”, http://www.censtatd.gov.hk (accessed 23 
August 2008). 


EXHIBIT 5B: AGE PYRAMID OF HONG KONG’S POPULATION IN 2006 


Age
Group


Number of 
People
(thousands)


Source: Hong Kong SAR Government Census and Statistics Department (December 2007) “Demographic 
Trends in Hong Kong 1981–2006”, http://www.censtatd.gov.hk (accessed 23 August 2008). 


EXHIBIT 5C: ESTIMATES OF PRIMARY SIX STUDENTS IN HONG KONG (2007–2012) 
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Source:  (2008 7 23 ) “ ”, http://wwwhkptu.org (accessed 
21 August 2008). [Hong Kong Professional Teachers’ Union (23 July 2008) “Special Edition of Newsletter on 
Objection to Close Down Secondary Schools”, http://wwwhkptu.org (accessed 21 August 2008).] 
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EXHIBIT 6A: MONTHLY HOUSEHOLD INCOME IN HONG KONG IN 2006 


Monthly Domestic Household Income 
US$ HK$ 


Number of 
Households % of Total 


< 256 < 2000 86,736 3.9 
256–512 2,000–3,999 118,779 5.3 
513–769 4,000–5,999 121,605 5.5 


770–1,025 6,000–7,999 146,010 6.6 
1,026–1,281 8,000–9,999 147,081 6.6 
1,282–1,922 10,000–14,999 339,469 15.2 
1,923–2,564 15,000–19,999 279,217 12.5 
2,565–3,204 20,000–24,999 225,292 10.1 
3,205–3,845 25,000–29,999 162,783 7.3 
3,846–5,127 30,000–39,999 221,101 9.9 
5,128–7,691 40,000–59,999 194,723 8.7 


> 7,692 > 60,000 183,750 8.3 
Total 2,226,546 100%


Note: In 2006, the median monthly income from main employment of the working population 
was US$1,282 (HK$10,000). The median monthly domestic household income was 
US$2,212 (HK$17,250). The average household size was three people. 


Source: Hong Kong SAR Government Census and Statistics Department (2006) “Statistical Tables: Table 
158-Domestic Households by Monthly Domestic Household Income, 1996, 2001 and 2006”, 
http://www.censtatd.gov.hk (accessed 13 October 2008). 


EXHIBIT 6B: PER-CAPITA MONTHLY INCOME FOR URBAN HOUSEHOLDS AND 
FARMERS IN MAINLAND CHINA IN THE FIRST HALF OF 2008 


US$ Yuan 
Per-capita monthly disposable income 189 1,344 


Urban Households Per-capita monthly consumption 
expenditure 129 915 


Farmers Per-capita monthly cash income 59 421 


Source: National Bureau of Statistics of China (25 July 2008) “Income and Expenditure of Urban 
Households Surged in the First Half Year”; National Bureau of Statistics of China (25 July 2008) “Per 
Capita Cash Income of Farmers Kept Growth in the First Half Year”, http://www.stats.gov.cn (accessed 13 
October 2008). 
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EXHIBIT 7: PRICE COMPARISON OF HONG KONG DISNEYLAND AND OCEAN PARK, 
JUNE 2008 


Entry Fee 
People


Aged 12+
 Kids


Aged 3–11
Seniors


65+
Theme
Park Period  Days 


US$ HK$ US$ HK$ US$ HK$ 
Peak
days 44.9 350 32.1 250 25.6 200 Hong Kong 


Disneyland 
Sept 2005 
onwards Non-


peak 37.8 295 26.9 210 21.8 170 


Ocean Park 2004 to Sept 2007 All days 23.7 185 11.9 93 Free 


Ocean Park Oct 2007 onwards All days 26.7 208 13.2 103 Free 


Note: Children under three years old enjoyed free admission to both parks. Ocean Park also offered 
free entry for Hong Kong citizens holding registered disability cards, as well as free interactive 
education programs for students from underprivileged groups.  


Annual Pass for Ocean Park  


Gold Pass Silver Pass Student Pass Age Groups 


US$ HK$ US$ HK$ US$ HK$ 
3–11 40.1 313 30.5 238   
12+ 80.5 628 61.3 478   


Full-time student (12+)     55.5 433 


Annual Pass for Hong Kong Disneyland 


Value Deluxe Premium Age Groups 
230+ Days, 


Most Weekdays 
340+ Days, 


Most Weekdays 
and Weekends 


365 Days, 
Everyday


US$ HK$ US$ HK$ US$ HK$ 
 3–11 59.0 460 119.2 930 160.3 1,250 


Full-time student (12–25) 59.0 460 119.2 930 160.3 1,250 
Adult (12+) 83.3 650 166.7 1,300 230.8 1,800 


Seniors (65+) 47.4 370 94.9 740 128.2 1,000 


Note: From October 2006 to September 2007, full-time students aged 12 and above had to pay the 
same price as adults for annual passes. 


Source: Hong Kong Disneyland, http://park.hongkongdisneyland.com (accessed 30 June 2008); Ocean Park 
Corporation, http://www.oceanpark.com.hk/ (accessed 30 June 2008) 
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EXHIBIT 8: ATTRACTIONS AT HONG KONG DISNEYLAND  


Launch  Zone Attraction Target  
1. Mickey’s PhilharMagic Families 
2. The Golden Mickeys at Disney’s 


Storybook Theater 
Families 


3. Fantasy Gardens Families 
4. The Many Adventures of Winnie 


the Pooh 
Kids


5. Sleeping Beauty Castle Families 
6. Mad Hatter Tea Cups Kids 
7. Cinderella Carousel Kids 
8. Dumbo the Flying Elephant Kids 
9. Fantasyland Railroad Station Families 
10. Sword in the Stone Families 


FantasyLand 


11. Snow White Grotto Families 
1. Space Mountain–Ghost Galaxy Teens & Adults 
2. Buzz Lightyear Astro Blasters Families TomorrowLand 
3. Orbitron Families 
1. Demon Jungle Teens & Adults 
2. Adventureland Haunted Trail Families 
3. Festival of the Lion King Families 
4. Jungle River Cruise Families 
5. Tarzan Island Families 


AdventureLand


6. Liki Tikis Families 
1. Disney in the Stars Families 
2. Disney On Parade Families 
3. Main Street Vehicles Families 
4. HK Disneyland Railroad Families 
5. Main Street City Hall Families 


Sept 2005 
(since


opening)


Main Street USA 


6. Main Street Entertainment Families 
1. Stitch Encounter1 Families 
2. Autopia Families July 20062 TomorrowLand 
3. UFO Zone1 Kids


July 2007 Main Street USA Animation Academy Kids 
April 2008 FantasyLand It’s a Small World Families 


1. High School Musical Live Teens 
2. Art of Animation Families July 2008 Main Street USA 
3. Muppet Mobile Lab Families 


Oct 2007 
and 2008 Main Street USA 


(For Halloween month only) 
1. Main Street Haunted Hotel 
2. Halloween Parade 


Teens & Adults 
Families 


1 The attractions of Stitch Encounter and UFO Zone were unique features of Hong Kong 
Disneyland. 


2 The park’s capacity was increased from 30,000 to 34,000 in December 2006, which was made 
possible by the addition of three attractions in July 2006.
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EXHIBIT 9A: EXPECTED AND ACTUAL NUMBER OF VISITORS  
TO HONG KONG DISNEYLAND  


Expected Number of Visitors1 (millions) Year
Ended
Sept 30 Local


People
Mainland
Tourists


Overseas 
Tourists Total


Actual
Visitors


(millions)
Difference


2006 2.24 1.85 1.51 5.6 5.2 (7.1%) 
2007 2.33 1.93 1.58 5.84 4.0 (31.5%) 
2008 2.43 2.01 1.64 6.08 4.82 (21.1%) 
2009 2.54 2.09 1.71 6.34   
2010 2.64 2.18 1.78 6.61   
2011 2.76 2.27 1.86 6.89   
2012 2.87 2.37 1.94 7.18   
2013 2.99 2.47 2.02 7.48   
2014 3.12 2.57 2.11 7.80   
2015 3.25 2.68 2.20 8.13   
2016 3.39 2.80 2.29 8.47   
2017 3.53 2.91 2.38 8.83   
2018 3.68 3.04 2.49 9.21   
2019 3.84 3.17 2.59 9.60   
2020 4.00 3.30 2.70 10.00   


1 The expected numbers of visitors from 2007 onwards were compiled by the writer, assuming a 
4.23% annual growth rate from the first year. At this growth rate, the expected number of visitors 
in 2020 would be 10 million, as indicated by the Disney management before the park opened. 
The breakdown of expected visitors was based on the assumption of 40% local people, 33% 
mainland tourists and 27% overseas tourists. 


2 The total number of visitors from the park’s opening through November 2008 was 14.5 million, 
based on papers submitted to the Legislative Council of Hong Kong. The estimate of attendance 
in FY2008 made by the Chinese newspaper Ming Pao was 4.8 million.  


Source: Eng, D. (10 November 2007) “Disney Pays the Price for HK Losses. Theme Park’s Owners to Forgo 
Fees, Repay Loan Early in Hope of New Cash”, South China Morning Post;  (2008 12 11 ) “
581 3 1450 ”. [Ming Pao (11 December 2008) 
“5.81 Million Immigrant Workers in Shenzhen can Visit Disneyland Starting Next Week. The Total Visitors 
of 14.5 Million in 3 Years Fall Short of Expectation”.] 


EXHIBIT 9B: FINANCIAL PERFORMANCE OF HONG KONG DISNEYLAND 


(For financial year ended 30 September 2007) 
FY2007 (US$ million)  (HK$ million) 
Revenue from admission, merchandise, food and other 
items 


303.1  2,364


Operation costs 337.9  2,636
Operating profit (loss) (34.9)  (272)
 Less: Depreciation 99.4  775
      Interest expenses 60.0  468
Net profit (loss) (194.2)  (1,515)


Source: Eng, D. (28 August 2008) “Disneyland Set for 5.6m Attendance Boost for Theme Park after Second-
Year Loss of HK$1.5b”, South China Morning Post.
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EXHIBIT 10A: CUSTOMER PROFILES OF HONG KONG DISNEYLAND  


Period  % Local People % Mainland Tourists
% Overseas 


Tourists
Original expectation  40% 33% 27% 
First 100 days of operation 49% 26% 25% 
FY2006 (first year)  42% 34% 24% 
FY2007 (second year) 31% 39% 30% 


* The first 100 days of operation include a month-long period of free trial, in which 300,000 
visitors were entertained. 


Source: Yeung, C. (27 November 2005) “Disneyland Magic Needs a Reality Check”, South China Morning 
Post; Moy, P. (18 December 2007) “Numbers Slump as Mickey Loses Appeal for Locals”, The Standard.


EXHIBIT 10B: EXPECTED VERSUS ACTUAL NUMBER OF VISITORS IN FY2006


 Expected Visitors Actual Visitors Difference 


Target
Segments


Expected
Number  


(thousand)
% of 
Total


Actual
Number 


(thousand)
% of 
Total


Shortfall
(thousand)


Shortfall
(%)


Local People 2,240 40% 2,184 42% 56 2.5% 
Mainland
Tourists 1,848 33% 1,768 34% 80 4.3% 


Overseas 
Tourists 1,512 27% 1,248 24% 264 17.5% 


Total 5,600  5,200  400 7.1% 


EXHIBIT 10C: EXPECTED VERSUS ACTUAL NUMBER OF VISITORS IN FY2007


 Expected Visitors Actual Visitors Difference 


Target
Segments


Expected
Number  


(thousand)
% of 
Total


Actual
Number 


(thousand)
% of 
Total


Shortfall
(thousand)


Shortfall
(%)


Local People 2,336 40% 1,240 31% 1,096 46.9% 
Mainland
Tourists 1,927 33% 1,560 39% 367 19.1% 


Overseas 
Tourists 1,577 27% 1,200 30% 377 23.9% 


Total 5,840  4,000  1,840 31.5% 
* The number of expected visitors was based on the expectation before the park’s opening. 


EXHIBIT 10D: VISITOR NUMBERS BY SEGMENT IN THE FIRST TWO YEARS  


Number of Visitors 
(thousand) FY2006 FY2007 


% Change 


Local People 2,184 1,240 (43.2%) 
Mainland Tourists 1,768 1,560 (11.8%) 
Overseas Tourists 1,248 1,200 (3.8%) 
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EXHIBIT 11A: EMPLOYEE COMPLAINTS IN SEPTEMBER AND OCTOBER 2005 


Complaints Details 
Working
Arrangement 


• Long shifts of 11 to 13 hours per day. 
• The shift system was chaotic with last-minute notice. Hence, the staff often 


had to arrive earlier than the time suggested or leave later. 
• The cast members only had a 15-minute break every four hours, instead of 


every every hour like their American counterparts. The long distance to the 
resting areas often meant only five minutes of sitting time. 


Inhumane 
Treatment  


• The cast members were not allowed to drink water in front of guests, though 
the summer in Hong Kong was very hot at 30–33°C (86–91°F).  


• Some costumes were very uncomfortable and heavy. Many cast members 
suffered from occupational sickness, including voice damage, back pain and 
serious muscular problems due to prolonged standing. 


• Cast members were not allowed to use mobile phones, even during breaks. 
Unfair 
Compensation 


• Staff with irregular working hours would receive overtime payment only if 
their total working hours exceeded 195 per month, irrespective of the 
number of working hours per day. In US parks, workers working more than 
eight hours per day would be entitled to overtime payment. 


Dress Code • All female workers had to wear skirts and tights, whereas those in the US 
parks could wear trousers. 


Source:Leung, W. (23 September 2005) “Magic Wearing Off on Disney Staff”, The Standard; Leung, W. (6 
October 2005) “Disneyland Workers to Form Union”, The Standard; The Standard (10 September 2005) 
“Disneyland Hong Kong: No Magic for The Workers”. 


EXHIBIT 11B: NEWS HEADLINES ON WORK CONDITIONS IN APRIL 2006 


Date News Headlines and Excerpts (in South China Morning Post) 
10 April “Mickey and Friends Call for a Better Work Environment” 


• Hong Kong Disneyland character performers say they are overworked and 
underpaid and have called on the theme park to improve their working conditions. 


12 April  “Disneyland Chief Refutes Complaints” 
• Staff at Hong Kong Disneyland had a “great working environment”, the theme 


park’s managing director said yesterday despite repeated staff complaints about 
being overworked and underpaid. 


22 April  “Two More Executives Quit Disney” 
• Two senior marketing executives have quit Hong Kong Disneyland in a move 


travel industry insiders are linking to the Lunar New Year ticketing debacle, low 
staff morale and poor management. 


23 April “Revolt in the Magic Kingdom—Working Conditions are Under Fire, but Disney 
Puts It Down to a Few Malcontents” 
• They call it “the happiest place on Earth”. But in a quiet corner backstage, out of 


sight of the thousands of visitors milling around Hong Kong Disneyland, Minnie 
Mouse is crying a flood of tears. 


23 April  “Disney Struggles with Chinese Translations” 
• We would not presume to tell Disney how it should run theme parks. But 


someone should remind the folk at Hong Kong Disneyland that it is supposed to 
be fun. That seems to have been far from the case out at Penny’s Bay. 


23 April  “Disney Staff Weigh Costumed Protest” 
• Character performers said to be planning hijack of parade, claiming long hours, 


paltry pay and apathetic bosses. 
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EXHIBIT 12: SURVEYS ABOUT HONG KONG DISNEYLAND IN 2006 AND 2007 


 March 2006 1 November 2007 2


Statement Agree%
Disagree


%
Agree


%
Disagree


%
I support the development of Hong Kong Disneyland 86 5 71 9 
The benefits of Hong Kong Disneyland would outweigh 
the costs 63 NA 48 NA 
I would warmly welcome the increased number of tourists 
that Hong Kong Disneyland brings to Hong Kong 86 NA 63 63 
Overall, I like the changes associated with HK Disneyland 62 NA 49 NA 
The deal of Walt Disney with the Government was fair 27 56 20 54 
My opinions toward HK Disneyland have become more 
negative due to the problems that have been experienced 
since its opening 


70 18 55 19 


The media coverage on HK Disneyland was negative 61 - 55 - 
The media coverage on HK Disneyland was positive 11 - 10 - 
The media coverage on HK Disneyland was fair 46 - 33 - 
The media coverage on HK Disneyland was unfair 29 - 31 - 
HK Disneyland is a socially responsible company 28 47 24 41 
As a publicly funded project, the management of HK 
Disneyland should be accountable to the HK public 93 NA 90 NA 
HK Disneyland’s communication with the public should 
be improved 95 NA 81 NA 
I was satisfied with my visit to Disneyland3 56 - 48 - 
I was not satisfied with my visit to Disneyland 22 - 25 - 
HK Disneyland would complement rather than compete 
with Ocean Park 67 NA 61 NA 
The fun experience offered at Ocean Park and Hong Kong 
Disneyland would be comparable 80 NA NA NA 
Most people would like to visit Hong Kong Disneyland 
rather than Ocean Park 32 54 12 65 
The opening of Disneyland would not reduce their future 
visits to Ocean Park 79 NA 75 NA 
The Government should provide more funding to HK 
Disneyland 


Not
asked


Not
asked 16 63


4


The respective adult entry fee of HK$295 and HK$350 for 
non-peak and peak days “provides value for money” 5


Not
asked


Not
asked 14 67 


New and/or creative attractions should be added to HK 
Disneyland 


Not
asked


Not
asked 90 NA 


Caption: “NA” stands for “not applicable”  


1 The survey was conducted from 13–16 March 2006 with 524 randomly selected residents. The 
results had a margin of error of plus or minus 4%. 


2 The survey was conducted from 26–30 November 2007 with 520 randomly selected residents. 
The results had a margin of error of plus or minus 4%. 


3 In the 2006 and 2007 surveys, 31% and 54% of the residents indicated that they had visited the 
park, respectively.


4 Included 17% of respondents who strongly disagreed. 
5 The median monthly income reported by respondents was between US$1,026 and US$1,281 


(HK$8,000 and HK$9,999).
Source: Ap, J. (4 April 2006) “Residents Have Mixed Opinions towards Hong Kong Disneyland ”, Hong
Kong Polytechnic University Website; Ap, J. (14 January 2008) “Mixed Opinions and Less Support Persist 
with Hong Kong Disneyland”, Hong Kong Polytechnic University Website.
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EXHIBIT 13: SALES PROMOTIONS RUN BY HONG KONG DISNEYLAND  


Date Target  Tactical Sales Promotions 
Nov–Dec


2005 Locals
Hong Kong residents would enjoy a discount of US$6.4 
(HK$50) for park admission. 


Mar–Jun
2006 Locals


Hong Kong residents could buy a two-day admission for the 
price of a single day. 


Late Apr 
2006


Taxi
Drivers


All 5,000 taxi drivers in Hong Kong were invited for a free trip 
to Hong Kong Disneyland, with a 50% discount for up to three 
companions for each driver. (Less than one-tenth of them took 
the offer.) 


Mid 2006 TourAgents
The tour operators would enjoy a 50% discount if they visited 
the park themselves. 


Jun–Sept
2006 Locals


A summer pass with unlimited visits to the park was launched. 
The price was HK$450 for adults, HK$320 for children and 
HK$270 for senior citizens. 


Jun–Sept
2006 Locals


Staff members could each bring up to four relatives or friends 
free of charge per day. 


Jul–Aug
2006 Tourists


A sales incentive program was offered to tour agents to increase 
the number of tourists to the park. 


Jan 2007 MainlandTourists
Mainland tourists who stayed at a Hong Kong Disneyland hotel 
could purchase a one-day ticket and enjoy two days at the park. 


June 2007 Tourists 
A travel package of “Buy 3, Get 1 Free” was offered in major 
Asian destinations by two airlines: Cathay Pacific Airways and 
Dragonair.


Aug 2007 Tourists Travel package offers for four-member families in the UK to stay at and visit the park were by the British Airways. 
Sept 2007 Locals All annual pass holders could bring a friend for free for a day.  


Mar 2008 Local Kids A two-week annual pass for kids was offered when all primary schools were abruptly closed due to a flu outbreak.  
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EXHIBIT 14: PERFORMANCE OF OCEAN PARK FROM 1997 TO 2008  


Net Profit (Loss) Year Ended  
30 June


Number of Visitors  
(million)  (US$ million) (HK$ million) 


1997 4.1 NA (with profit) NA (with profit) 
1998 3.1 (12.2) (95) 
1999 3.3 (4.2) (33) 
2000 3.3 (3.0) (23.7) 
2001 2.8 (10.3) (80.5) 
2002 3.4 2.0 15.3 
2003 2.9 (0.5) (4.1) 
2004 3.7 12.3 95.7 
2005 4.0 15.3 119.5 
2006 4.4 20.1 156.5 
2007 4.9  22.0 171.3 
2008 5.03 26.2 204.7 


Source: Ocean Park (2001–2008) “Annual Report” ; China Intelligence Wire (9 May 2001) “Hong Kong 
Economic Journal: HK’s Ocean Park Suffers Consecutive Losses in Recent Years”; South China 
Morning Post (20 Apr 2000) “Poor Figures Force Ocean Park Fees Up”; South China Morning Post (2 
August 2000) “Ocean Park Predicts Return to Profit”; Winter, Y. (15 December 1997) “Ocean Park 
Nets Tourism Prize”, South China Morning Post.
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EXHIBIT 15: NEW CASINO RESORTS IN MACAU FROM 2004 TO 2009  


Launch
Date


Name of Resort and 
Value of Investment Remarks 


May 2004 Sands Macao 
(US$240 million) 


It had 319 table games, which was the largest 
number worldwide when the casino resort opened in 
2004. It also had 600 slot machines, 18 restaurants 
and various entertainment venues. 


Sept 2006 Wynn Macau 
(US$1.1 billion) 


It was the first Las Vegas-style integrated casino 
resort in Asia, with a deluxe hotel, restaurants, 
designer shops, spa and a choreographed 
performance lake. 


Oct 2006 Starworld Casino 
(US$385 million) 


It had 300 table games, 370 slot machines and 500 
hotel rooms.  


Feb 2007 Grand Lisboa It had 240 table games, 480 slot machines and 430 
hotel rooms. 


May 2007 Crown Macau It was a self-proclaimed six-star casino resort with 
220 gaming tables, 500 gaming machines and 216 
guest rooms. 


Sept 2007 Venetian Macao 
(US$2.4 billion) 


As of 2008, it was the third-largest building in the 
world. It had 51,000 square metres of casino space, 
the largest in the world. The casino offered 3,400 
slot machines and 800 gambling tables. Moreover, it 
had 3,000 hotel suites, 100,000 square metres of 
retail space, 80,000 square metres of exhibition 
space, 26,500 square metres of meeting and 
ballroom space, a 15,000-seat concert hall and a 
1,800-seat theatre. Recreation facilities included golf 
and gondola boat rides. 


Dec 2007 MGM Grand Macau 
(US$1.25 billion) 


It was a 35-storey, 600-room casino resort with 400 
gaming tables and 800 slot machines. The second 
phase would include a convention centre, theatre and 
circus.


Feb 2008 Ponte 16 Resort 
Macau


It had 408 hotel rooms and 27,000 square metres of 
casino space. 


Late 2008 Galaxy Cotai Mega 
Resort


Mar 2009 City of Dreams 
Resort


It would be Macau’s first underwater casino. 


2009 Four Seasons  
2009 Macau Studio City  


(TBA) Far East Consortium 
Complex 
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