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Strategies for entering foreign markets- Tomos Watkins Brewery Company 

Executive summary 

Entering into a new market is a field of interest internationally. The growing organisations are striving to venture into a new business in different developing countries worldwide. A beer brand is one of the major products growing in today’s market. This report identifies the possible new markets that Tomos Watkins Brewery Company is likely to venture in order to survive in the competitive market. The potential markets identified include China, India, Vietnam, Australia, and Scotland. From the recommendations only Australia, China, and India were the selected markets having high scoring criteria for entry. The markets are appropriate because of the high growth rate, low investment risks, government collaboration with brewery companies, and the availability of raw materials such as Barley. The report has evaluated possible market entry options appropriate for Tomos Watkins Brewery, and why the options are applicable in the identified potential markets. 
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[bookmark: _Toc21580]1.0 Introduction 

Tomos Watkins Brewery is a beer company currently owned by Connie and Phil Parry. Ms. Parry is the chief executive of the company. The slogan of the company is described as ‘made in Wales, enjoyed worldwide.’ This indicates that the goods are produced on-site in the Swansea brewery. From the executive view, the products are suitable also to the foreign markets which will influence its growth and development is entering new markets is considered. The company has got the unique Welsh quality of products and thus potential to meet the needs of customers internationally. The possible markets that Tomos Watkins has exported its goods to in the past include China; Shanghai, Hong Kong, Spain and New York (Tomos Watkins, 2019). 

[bookmark: _Toc25585]1.1The reasons for entry into new markets

There are various reasons that contribute to the need for internationalisation. These reasons include the need for growth and development of the existing markets. The company focuses on increasing the profitability rate by exporting its goods to foreign countries where prices are higher than that in the local market. This result in the increase of the market share, thus growth and development of the company globally (Puthusserry et al., 2018, p.6; Belu and Caragin 2008, p90). Also, a company decides to venture into a new market for the purpose of increasing the economy of scale. The company with the objective of exploiting the uniqueness of their product and the differentiation advantage is likely to focus on internationalisation. This is because, in the local markets, the quality and standardisation of the brand are undermined (Berry-Stölzle et al., 2010, p.115; Rexhepi 2015, p.296). 

However, entry into new markets enhances management learning and increased innovation skills. The company can learn new skills from the leading market such as meeting the demands of consumers in the market. The company will learn how to compete effectively within a highly competitive market niche. The other reason is the reaction to the competitor’s move. A small Scale Business Company makes a decision of venturing into new markets just because the major competitor companies have done so. 
[bookmark: _Toc16337]2.0 Potential markets for entry of Tomos Watkins Brewery 

Before evaluating and selecting possible markets for Tomos Watkins to invest in, the company has to understand the requirements for market entry strategic plan, as indicated in Appendix 1.

However, the possible and potential markets for entry of Tomos Watkins Brewery include China, India, Vietnam, Australia, and Scotland. According to data in Appendix 2 below the Henkel Company opportunity to enter Asia markets, provides a view for Tomos Watkins Brewery since small business decides to enter new markets by following the major competitors. The below markets take part as the possible potential markets for entry and growth of Tomos Watkins Brewery.

[bookmark: _Toc14706]2.1 China 

China market for beer production is growing gradually despite some difficulties in the past years due to fluctuations in exchange rates and the price of the product. The reason why China market is good for Tomos Watkin to invest in is that China is the greatest consumer of beer, but the demand for premium and craft beer flavours is rising giving market entry opportunities to foreign investors. Also, beer production culture in China is young, hence Tom Watkins Brewery has the opportunity to strategise in this target demography and invest successfully (Bao, 2018). The competition in the Chinese beer market is high. Distribution channels include the wholesalers, retailers, restaurants, clubs, pubs, and bars. This can be a challenge for entry since the locals are aware of industrial beer, hence there will be a need for a low price, and marketing promotion to create brand awareness and association. 

[bookmark: _Toc23485]2.2 India 

Research shows that the demand for premium beer consumption in India is increasing for the past 5 years by 11%, as stated by Dixit (2015). Only domestic beer production is taking place in India. This becomes the main reason why it is appropriate for Tomos Watkins to open new chains in India. The study shows that the demand for beer consumption in India is increasing because both women and men are shifting from consuming whiskey to beer. The other reason that makes India the potential market for entry is the availability of raw materials such as Barley and wheat used in craft beer, according to NPCs Team. The challenges for foreign market entry in India include high taxation rates and strict licensing laws since beer production is being regulated by the government (Dixit, 2015). 

[bookmark: _Toc25223]2.3 Vietnam  

Vietnam is a potential market for Tomos Watkins to invest in because beer production and consumption in this country is increasing rapidly. Research shows that in the last 5 years, the Vietnam people spent 3 billion US Dollars on alcohol consumption. Therefore, Tomos Watkins Brewery has the opportunity to invest in Vietnam market in order to fill the consumer demand gap in the market. There is also a reduced taxation rate in Vietnam making the country a good market for the brewery company to invest in (Dixit, 2015).

[bookmark: _Toc29598]2.4 Australia

The Australian people are thirsty of craft beer because they want to taste the difference with industrial alcohol. Although there is an increased rate of beer production from the locals, still the beer demand rate is high in the market. This creates room for entry of foreign investor so that the consumer demand will be met (Donaghey, 2018). The high growth rate in Australia market is suitable for investors to venture in their business. Therefore, Australia is a good market for Tomos Watkins Brewery to invest in and survive successfully in the market. 

[bookmark: _Toc17577]2.4 Scotland 

According to Carol et al, (2015, p.28), the demand rate of beer production in Scotland market is increasing. The competitors in the market include SABMiller, Anheuser-Busch InBev, Heineken, and Carlsberg. Government regulations allow foreign beer investors to cope with the demand in the market. The challenge in the market is high competition which slows brewery market growth rate. 
[bookmark: _Toc2317585][bookmark: _Toc9865][bookmark: _Toc2317820]Table 1: Scoring model for selecting the most attractive markets

	Option 
               
	Australia 
	India 
	China 
	Vietnam 
	Scotland 
	Importance of the criteria

	Criteria            
	
	
	
	
	
	

	Growth rate 
	2
	3
	2
	2
	2
	Medium 

	Market size 
	3
	2
	3
	2
	3
	Medium 

	Demography 
	2
	3
	4
	2
	2
	Medium 

	Competition 
	3
	2
	3
	1
	2
	High 

	Government rules for entry
	3
	2
	2
	3
	2
	Low 

	Consumer demand 
	3
	3
	3
	4
	3
	High 

	Local production 
	4
	2
	2
	2
	1
	Low 

	Infrastructure 
	2
	3
	3
	2
	3
	Medium 

	Overall evaluation 
	22
	20
	21
	18
	18
	



Scores: 4 = very positive, 3 = positive, 2 = negative, 1= very negative

The top 3 potential markets for entry of Tomos Watkins Brewery according to the scoring evaluation model are Australia (22), China (21), and India (20).




[bookmark: _Toc7189]3.0 Market entry options evaluation
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[bookmark: _Toc23383]Table 2: Scoring model for selecting market entry mode

	Criteria 
	Importance of criteria
	                                       Entry options 

	
	
	Direct exporting 
	Licensing 
	Franchising 
	Joint ventures 
	Partnering 

	Control over marketing 
	Medium  
	4 
	3
	2
	2
	2

	Require financial resources 
	High 
	2
	2
	3
	3
	1

	Assess to distribution system
	Medium 
	2
	3
	2
	2
	2

	Risk of knowledge dissemination 
	Low 
	2
	3
	1
	2
	2

	Flexible to switch mode
	Medium 
	4
	3
	1
	3
	1

	Production cost
	High 
	4
	2
	2
	2
	2

	Require management resources 
	Medium 
	3
	2
	2
	1
	2

	Overall evaluation 
	
	21
	18
	13
	15
	12



Scores: 4 = very positive, 3 = positive, 2 = negative, 1 = very negative
The possible models from the evaluation scoring model direct exporting (21), licensing (18), and joint venture (15) are the first three entry options Tomos Watkins will use.

The possible successful modes of market entry to be applied by Tomos Watkins brewery to enter the potential new markets include direct exporting, licensing, and joint ventures. For Tomos Watkins to enter the Chinese and India market, licensing strategy is appropriate. Licensing refers to the market entry process where a foreign company acquires the rights to use the products, brand names and designs of the major competitive company in the market (Liu et al, 2016, p.1). However, Tomos Watkins will grow successfully in India and China markets by applying the use of licensing strategy to enter the new markets. 

The other appropriate entry option is the direct exporting method which is necessary for Tomos Watkins to use in entering Australia and India markets. Direct exporting involves setting up own export organisation and use the middleman from the foreign country to enter into that particular market. This method of entry is appropriate for Tomos Watkins since the exporter controls all the international operations (De Villa et al, 2015, p.3). By employing this strategy while entering Australia and India market, Tomos Watkins will grow because it will get to understand the requirements in the market, thus increase in sales and profit.

Finally, joint venturing is the appropriate method Tomos Watkins can use to enter the Vietnam market.  This mode of entry involves a foreign company entering into a new market by agreeing to share its equity and resources with the local company for easy entity and growth in the host market as stated by Hollender et al, (2017, p.2). The possible joint companies include the local company, government authorities, and other recognised foreign companies.
[bookmark: _Toc10637]4.0 Conclusion 

Entering new markets is an area of interest within the beer production industry internationally. Brewery companies consider meeting the satisfactory needs of its clients and thus adhering to the set rules that govern the industry (Mathias et al, 2018, p.12). The reasons for entering new markets such as the need to influence growth through increased sales and profits play a major role in forcing Tomos Watkins Brewery to consider venturing into foreign markets. The major factors associated with selection of appropriate entry mode include the flexibility of the mode, company’s resources and objectives; the level of competition in the new market, and the possible risks affect the selection process of entry modes. The appropriate options for entry include the direct exporting method, joint venture, and licensing strategies. Every mode of the market selected depends on the type of potential market suitable for foreign investors. The growth rate, government regulations, level of competition, and consumption behavior in different markets determines the mode of market entry to be applied by a particular company.
5.0 Recommendations

The first recommendation is that it is appropriate for the management of Tomos Watkins to enter the Australian market having a scoring rate of 22, as a potential market by employing the direct exporting method with the ratings of 21, 1st strategy. The course of action required is to select the middleman from Australia market with the knowledge in the brewery industry. On the other hand, Tomos Watkins is required to initiate marketing promotion in India and Australian market, thus creating strong brand awareness and association. This will help potential consumers gain trust in the company and the brand resulting in increased purchase rate. Tomos Watkins is required to produce quality beer products after understanding the consumer requirements, to meet the satisfactory needs in the market. The market is applicable for entry of Tomos Watkins because there is high demand of beer products; consumers want to shift from industrial alcohol to beer products, and that the growth rate in the market is attracting. 

In addition, Tomos Watkins is required to use the joint venturing strategy also to enter the Australian market because it has the ratings of 15; the 3rd strategy in the scoring evaluation model. Australian market is necessary for entry because beer production is rising and the government is allowing foreign investors to invest with them. Tomos Watkins is required to contract with Australia local beer companies and government authorities in order to fill the gap of beer demands in Australian market. 

Secondly, it is appropriate for Tomos Watkins Brewery to use the licensing strategy; with high scoring rate of 18, 2nd strategy to enter the Chinese and India market having the scoring rate of 21 aand 20 respectively. The company is required to use Tsingtao brand name and design to sell its products to the consumers because it is well recognized in the Chinese brewery markets. Whereas, Kingfisher brewery brand name to be used while entering the India market. The brand names will help Tomos Watkins sell its products successful in the black markets. The other course of action for the management to focus on is adhering to the rules and regulations of India and China. Sales rate for Tomos Watkins will increase because the potential customers will consider the product as well-known brands to purchase. in addition, licensing strategy is flexible considering that Tomos Watkins Brewery Company wants to grow on its own, it will easier shift and create a new brand image. This is because; it will have already won the interest of customers in the market. 
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