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[bookmark: _Toc7903262]Executive summary 
This report conducts a comprehensive business environment analysis of the Hansen Craft Beer House. The business environment analysis confirms the necessity of developing new flavour of craft beer products in the company. This report also conducts a brief SWOT analysis for the company for internal environmental scanning. Based on the extensive analysis conducted, this report also proposes the marketing strategy and marketing mix for the new products. 
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1. [bookmark: _Toc7903263]Introduction 
Beer has been the beverage of ordinary people since the 16th century. The early breweries in Europe, with the local malt and water sources (such as mountain springs), were able to produce beers with various flavours (Cabras and Higgins, 2018). The beer industry was confined to local communities and controlled by some groups owning the key techniques in brewing such as the Abbeys in Belgium. It was not until the industrialization in the 19th century that beer became a product that can be massively produced. The industrialization process of brewery has been curating a special beer culture around the world since then. However, the industries beer production has also led to that the choices in the market are diminishing. As in China, the beer market is still being dominated by the industrialized beer production (Cherry et al., 2012). China's beer industry is focused on mass production, low price and low-alcohol beer drink. Consumers of Chinese beer industry are sensitive the pricing. The industrialized mass production of beer can meet the demands from the customers as for cheap, easily accessible beers. The major beer producers in China also have been investing more on the brand image instead of beer flavor and beer quality. It has been long time stereotype in Chinese beer consumers’ mind that massively produced beer with dull flavors is the only choice available (Lau et al., 2016). As many Chinese beer producers are mainly producing Lager, Lager has become the identity of beer for most Chinese customers. 
With the increasing needs on more flavors of beer and more exclusive experiences of drinking beer, not simply using the beer as an alcoholic beverage, the craft beer in China is emerging. As one of the harbingers in the market, Hansen Craft Beerhouse has been showing good marketing and financial performance during the past years, however, with the business environments changing rapidly and the rising of competitors in the market, the company now requires a consultancy project for the launch of new products in the beerhouse. 
This consultancy report is to analyze the macro and micro environment of Hansen Beerhouse using PEST model and Porter’s fiver force model. This report is also to examine the internal business environment of the company using a brief SWOT analysis. Based on the summary of the analyses, this report is to suggest the STP of the new product and propose other relevant marketing recommendations. 


2. [bookmark: _Toc7903264]External Business Environmental Analysis 
1. [bookmark: _Toc7903265][bookmark: _Toc7903179][bookmark: _Toc7902926]
2. [bookmark: _Toc7902927][bookmark: _Toc7903180][bookmark: _Toc7903266]
2.1. [bookmark: _Toc7903267]Macro environment analysis 
The Macro environment analysis is based on the PEST model i.e. analysis from political, economic, social cultural and technological factors (Miller, Vandome and McBrewster, 2011). 
· [bookmark: _Toc7903268]Political 
Political environment is crucial for small businesses in China especially for Hansen Craft beerhouse as many of its competitors are state-owned enterprises such as Tsingtao Beer and Snow Beer. The Chinese political system has been stable since 1990s and will continue to stay stable in the foreseeable future. A stable political environment is crucial for such businesses as the it can be affected by the political policies as well as the outcomes of political instability such as high criminal rate (JP Morgan, 2018). Since 2018 the Chinese government has been reducing the tax burdens on small businesses in the manufacturing and in the retailing industry. (Chen, 2018) As the beerhouse is brewing its own craft beers and has been selling bottled beer, it can also enjoy the policy bonus and enjoy significantly reduced taxation in the future years. 
The political uncertainty in China is much centered in the Sino-US trade war starting from 2018 (Wang, Pang and Li, 2019). Though the trade war has been deterring the trades and investments from many countries to China, Hansen Craft beerhouse can benefit from this trade war. As the largest craft beer market in the world, the exportation of bottled craft beer and craft beer technologies from US has been seizing the Chinese market rapidly, posing a significant threat to European style of craft beer such as those from Hansen beerhouse. The trade war between China and US has been hampering the supply of many craft beerhouses in China. As Hansen’s supply is mainly from the EU market, it has been hardly affected. Meanwhile, the trade war has been pushing the Chinese government to sign more trade agreements with EU countries, which is also beneficial for Hansen’s business. 
· [bookmark: _Toc7903269]Economic 
Economic development in China is promising especially in the first-tier cities such as Beijing, Shanghai and Guangzhou. While disposable income per capita has not kept up with GDP per capita growth, statistics show that the disposable income of Chinese residents continues to grow, and the purchasing power of Chinese has been increasing since 2000 (Atsmon and Magni, 2012). 
[image: ]
Figure 2. GDP per capita and disposable income per capita in China. (World Bank, 2019)
The growing disposable income per capita and GDP per capita in China have fostered a strong trend in consumption upgrade i.e. the consuming trend is shift from daily necessities to exclusive and experience-based products and services. As can be seen from figure 3. The preference of Chinese beer consumers in first tier cities have largely shifted to imported high quality beer and exclusive flavored beer and craft beer. 
[image: ]
 Figure 3. The preference of Chinese beer consumers in first tier cities. (Statista, 2019c)
These are positive factors. However, there are also negative factors in the economic environment. The emerging internet economy in China has put high pressure on the retail stores in China selling despite what they are selling. The convenience of online shopping has driven many customers to buy beer online instead of going to the beerhouse. However, this can be a beneficial factor if the company is to use it properly. Such as to combine the off-line in store experience with convenient online ordering to provide more exclusive experiences for consumers. 
· [bookmark: _Toc7903270]Socio and cultural
The Chinese have been developing a culture of drinking beer while relaxing. The Baijiu (high alcohol percentage liquor) has been experiencing market share decrease for several years (Wang, Gellynck and Verbeke, 2017). The Chinese are now more accustomed to the idea that beer can be used not only for getting alcohol but also as social even high-end social tools. This is beneficial for companies that are targeting to provide high end and quality beers to the market. 
· [bookmark: _Toc7903271]Technological 
China's beer market is led by state-owned enterprises, the management style is conservative, the technology is relatively simple and conservative. The R&D of these state-owned enterprises is also lacking. The craft beer industry in China is also reliant on the technologies imported from US and EU. From the technologies of beer brewing, the competitive advantage comes from the investment in importing foreign technologies and in-house R&D such as new flavor development capacity (Cherry et al., 2012). From this perspective the Hansen craft beerhouse has strong advantage as the company has been investing in developing new flavors and new craft beer combination tasting menus for many years.
The other technological factor that poses significant influence on the craft beer industry is the advancements in internet technologies. The online beer sales share in China has increased by five folds from 2013 to 2017(Statista, 2019b). The trend is demanding the beer producer as Hansen beerhouse to devise effective strategies to embrace the impact from online shopping. 
2.2. [bookmark: _Toc7903272]Micro Environmental Analysis 
The micro environmental analysis is based on Porter Five Force model. The "Porter Five Force Analysis Model" or "Porter competitiveness Model" was proposed by Michael Porter in Harvard at the beginning of 20th century (Michaux, Cadiat and Probert, 2015). Five Forces Mode is widely used in industry competition analysis. He believes that there are five forces in the market or market segment that determine the competitiveness of an enterprise. 
· [bookmark: _Toc7903273]Rivalry 
First, the competitiveness of enterprise’s competitors: the most important impact on the competitiveness of enterprises is the competitiveness of competitors in the same market segment. Hansen beerhouse is now facing the challenges from two types of competitors, the state-owned beer producers that aim to expand into craft beer industry and market incumbents such as other craft beerhouses. 
According to the announcements from the largest beer producers in China (e.g. Tsingtao, Snow, Yanking, Carlsberg etc.), almost all the major beer producers in China have launched craft beer projects especially the foreign brands who already have craft beer production and sales experience such as Carlsberg (Angela, 2018). For example, Carlsberg launched several events on advertising its recent craft beer product Carlsberg 1883 which was claimed to be produced with the same technology and yeast used in 1883 in the original brewery in Copenhagen. The marketing event significantly increased the brand image as one of the earlies beer producers in the world and shifted the viewpoints of many customers that large beer companies cannot produce craft beers. 
The market incumbent such as other craft beer houses in Beijing are posing less thereat to the company. The number of crafts beer houses in Beijing ranks only 10th in China and most of them are selling craft beers imported from other countries instead of brewing by themselves. However, the market incumbents of craft beer producers in neighbouring provinces pose significant threat for the company. These company are located primarily in Inner Mongolia and Hebei province in China for the low cost of labour and rent. Theses companies are purchasing technologies and equipment directly from UK, US and Germany and hired brew specialists from theses countries. As they are also closer to the ingredient production areas, they can maintain a competitive pricing strategy. 
· [bookmark: _Toc7903274]Market entrants 
Market entrants are also a significant threat to the company. As the heat of craft beer in China keep rising, many investors are formulating reports on the promising profitability of craft beer production or retailing in first-tier cities in China. Till 2018 the number of entire craft beer producers in Chin have reached the number of 800 (Statista, 2018). They are suppling the craft beers to their own retail stores or beer bars or to other beer bars. These market entrants and potential market entrants in the future are likely to bring the first pricing wars into the market as the pricing of craft beer in China is still high. Comparing the percentage of one bottle of craft beer to average income of residents in Beijing and New York, that in Beijing is 0.8% and that in New York is 0.3% (Cherry et al., 2012). 
· [bookmark: _Toc7903275]Substitutes 
Currently there are not many substitutes to the craft beer in the dimension of taste, flavour and exclusive experience in craft beer bars. However, the non-alcoholic and low-alcoholic is emerging in Chinese beer market. However, the threat from these new type beers are to impact the entire beer market instead of the craft beer segment. According to multiple reports, it will be the large beer producers who are to be significantly impacted. 
· [bookmark: _Toc7903276]Consumer bargaining power 
The Chinese beer market in general is favouring the bargaining power from the consumers. The cheapest beer available in China costs only 0.5 GBP and less if purchased in large quantity. The fierce competition in the Chinese beer market has lowered the pricing of regular beers to the state that marginal profit is minimal and only large companies can survive on this profitability. 
The craft beer is different, as in the craft beer market the consumer base is primarily the middle and high-income population, the customers are less sensitive to the pricing of craft beers. However, with the spread of craft beer ideas in China and with more population being able to travel to EU and US, many craft beer consumers in China have realized the overly high price. This in long term will increase the bargaining power of the consumer. 
· [bookmark: _Toc7903277]Supplier bargaining power 
The pricing strategy of Hansen beer house has been to position the products on the medium-high end of the market i.e. the prices are above average but not at the top of the market. This strategy has allowed the company to establish a steady relationship with its suppliers. Many craft beer houses are considering lowering the price to attract more customers, to implement which they have to increase the pressure on their suppliers, thus reducing their negotiating power to the suppliers. In this regard the supplier bargaining power for the company is relatively low in the market. 
[image: ]
Figure 5. Summary of Porter Five Forces analysis. 



2.3. [bookmark: _Toc7903278]Summary 
From the analysis of the environmental factors affecting the company, this report summarizes that:
Among the macro environmental factors, the economic and technological factors are weighting the most significant impact to Hansen beer house. The economic growth of China and economic instability due to the Sino-US trade war from 2018 are favouring the business development of the company. The economic growth and consumption upgrade in China are demanding the company to offer more products with higher degree of diversity and more exclusive experiences from drinking the beer to the retail experiences. The technological factors impact the company mainly from the rising of online shopping and mobile internet. The company is facing significant threat in terms of the low-price products provided online by its competitors. 
Among the micro environmental factors, the forces from the competitors are dominant as from the rivalry and market entrants. The forces of the consumer bargaining power and supplier bargaining power are not high. The bargaining power of the consumer are increasing due to the market entrants. The bargaining power of the suppliers, as forecast by this report will maintain the same level as no business that has the same level of supply chain management as Hansen beer house exists in the market. 



3. [bookmark: _Toc7903279]Internal business environmental analysis 
The internal business environmental analysis is based on the SWOT model. SWOT analysis is often used for internal environmental analysis of the enterprises. Through SWOT analysis and matching of tactics, different strategies can be derived. SWOT represents: Strengths (S): internal advantages of the enterprise; Weaknesses (W): internal disadvantages of enterprises; Opportunities (O): external opportunities for enterprises; Threats (T): External threats to enterprises.
	Strength
	Weakness
	Opportunities
	Threats

	1. Strong supply chain management.
2. Strong R&D capacity on new flavour. 
3. Strong brand reputation in craft beer circle in Beijing.
	1.Lack of strong funding source.
2. High R&D expenditure eating up cash flow.
3. Limited staff on expanding multiple business lines. 
	1. High growth in craft beer market. More and more Chinese are adopting the idea of drinking craft beer instead of regular cheap beer. 
2. The increase in Chinese' purchasing power continue to drive the increase of high-end products such as craft beer.
3. The Chinese market is not mature, indicating that the customers are not forming stereotypes on the craft beer of its taste, quality and etc. This can leave more room for trial & error for craft beer businesses. 
	1. Craft beer departments from large beer producers.
2. New entrants to the craft beer market with powerful investors such as internet giants in China.
3. The customers may not accept the new flavours Hansen beer house develops. 
4. The customers may think the products from Hansen beer house are overly priced. 


From the internal scanning of the enterprise, this report summarizes that:
The Hansen Beer house has strong opportunities if it can combine its strong R&D with the growing demand of Chinese customers on the variety and quality of the craft beer. As the market is far from well-developed, the company can have more room for errors in the sense that products cannot meet the requirements from customers. 
However, if the company is to maintain competitive advantage with its competitors from multiple levels, the company is to introduce external investors to enhance the cash flow and capital management capacity of the company, in order to maintain its advantage in R&D and quality of the beer. Otherwise the company is to lower the price of the products, which will damage the profitability of the company and hamper its R&D of new favour craft beers. 



4. [bookmark: _Toc7903280]New product marketing strategy 
3. [bookmark: _Toc7902942][bookmark: _Toc7903281][bookmark: _Toc7903195]
4. [bookmark: _Toc7903282]
4.1. [bookmark: _Toc7903283]Product development strategy & STP of the new product 
From the analysis of the external environment and internal environment of the Hansen beer house, it is suggested that the develop of new flavour craft beer is necessary. This report is to propose the new product develop and marketing strategy. 
The company is to conduce a detailed customer feedback before the new flavour craft beer project is initiated. The customer feedback should not be relied on random customers but should be to the customers with expertise in tasting the craft beer. 
The purpose of the feedback is to identify the desired taste from these elite customers and differentiate the to-be-developed product with those already existing in the market. The Hansen beer house should combine the feedbacks with the judgment from its own managerial teams on the screening of the taste and flavour of the new products. As summarized from the environmental analysis, the market allows the company to make mistakes on the product. So, the company can develop a series of products to examine what kind of craft beer can fit the customers’ demand to the best. The company does not need to bet everything on this product. This can solve the issues in the arguments from the founders and managers in the company. 
STP represents the segmentation, targeting and positioning of the new product. The segmentation is to define the market segment the new product is to reside in. the targeting is to define the target customer group the new product is aimed at. The positioning defines the positioning (e.g. position on the positioning map) of the product. 
· [bookmark: _Toc7903284]Segmentation 
Based on the analysis the new product should aim at high-end craft beer market as only in this market can the strengths of the Hansen beer house be maximized. In this market segment many are imported craft beer from US, UK and Germany. To establish the share of the new product in this market segment it is necessary for the company to build a new sub-brand for the company to compete with those from large beer producers such as Carlsberg and Corona. This market segment has two sub-segments: fresh beer from bucket and bottled beer. As the large beer producers can only provide bottled beer in the Chinese market, the company should consider focusing on the fresh bucket beer market segment. 
· [bookmark: _Toc7903285]Targeting 
The targeting customer group, as to maintain the competitive advantage of the company, should be on those who are not too sensitive to the pricing of the beer. The Hansen beer house can target at this customer group as its reputation of providing authentic German style craft beer in Beijing. The company should target the market that appreciates innovation (even it means unpopular taste) of the company in brewing and can share the interest on craft beer with the staffs from Hansen beer house. 
· [bookmark: _Toc7903286]Positioning 
By summarizing the above analysis, the positioning map of the new product can be drawn as below in figure xxxxx. The company should control the price too be acceptable by ordinary people as a pretty good beer instead of drinking a luxurious beer (such as drinking a vintage year red wine). The company should focus on the diversity of the flavours of the new products instead of being manipulated by the interest of the general public. 
[image: ]


4.2. [bookmark: _Toc7903287]Marketing mix
The marketing strategy is proposed based on the 4Cs model. The 4Cs represent the consumer, cost, convenience and communication. This model has been more widely used in the cases that require marketing strategies in the e-commerce scenarios as this mode focuses on the customers and experiences of the customers. 
· [bookmark: _Toc7903288]Customer 
The customer in this regard refers to the customer valued created during their purchasing beers or other products/services from Hansen beer house. The customer value creation is through the guarantee of the beer quality and the diversity of tastes and flavours of the beers. As the customer based of the Hansen beer house is primarily the elite craft beer drinkers in the market, the customer value creation is crucially important. The company should leave its best and highest-end craft beers to the most loyal customers. For example, for every batch of the craft beer, the best portion is always saved for premium customers with reservation. These portions are not be sold in store and not even shown on the menus. 
For other customers, the company should create experience value and convenience value for the customers, meaning that the customers can purchase the exclusive experience of drinking craft beer in the beer house. The beer house should maintain the high quality for both bottled and fresh bucket beers. The beer house can sell its bottled beer to other beer houses and in online platforms for the regular and entrant level customers to have a taste of the products of Hansen beer house. 
· [bookmark: _Toc7903289]Cost 
The cost can hardly be reduced considering the demand on quality and diversity of the products. However, it can still be minimized by through forward market analysis, as proposed in the new product development strategy, by customer feedback review. 
· [bookmark: _Toc7903290]Convenience
The convenience of the new product should be maintained from two aspects. For the elite customers, they should be kept informed on the batch of the new products to be produced. These premium customers should be managed via a membership system that can keep them believe that they are enjoying the best quality craft beer with exclusive taste and flavour. 
For the regular customers, the company should sell the bottled new products via major online e-commerce platforms such as JingDong.Com, Taobao.Com. 
· [bookmark: _Toc7903291]Communication 
The communication with customers is crucially important for Hansen beer house. To compete with market entrants and large beer producers, the company should maintain a sustainable relationship with its customers. The company can develop membership systems as well setting up regular beer tasting seminars for any customer and special batch beer tasting activities for premium customers. As the company is targeting the customers who think they know craft beer, it is thus important to exhibit the expertise of Hansen beer house via any possible channel. 
· [bookmark: _Toc7903292]Online marketing 
The marketing mix proposed via 4Cs model should be complemented with the emerging social media marketing in recent years. The KOLs (Key Opinion Leaders) in Chinese online social media platforms are showing extreme high level of conversion rate (i.e. they can convert their follower on the social media into target customers with extreme high ratio). The company should stay in touch with the KOLs online who have reputations on knowing beer or who have large high-income followers. Through choosing the right partner in social media, the company can augment its reputation on craft beer and promote its expertise in craft beer to more customers. In this way the potential premium customer based can be enlarged. 


5. [bookmark: _Toc7903293]Conclusion 
From the analyses in the report, it is concluded that the company should invest in developing new flavours of craft beer. The company has competitive advantage in new flavour research and development, supply chain management and well-established reputation in the market. The company should seize the opportunity of chiese consumption upgrade and Chinese economy growth in the years to come to provide more diverse beer products to the customers. 
This report concludes that the new product, based on the internal analysis and through the adoption of STP model, should be focused on the middle-high end of the craft beer market. The company should cater the needs from regular and entrant level customers by providing easily accessible bottled craft beers and cater the needs from the premium customers by providing exclusive drinking experiences such as first portion of every batch. The company should also use various tools such as beer tasting activities and cooperation with online KOLs to augment is reputation in providing quality craft beer with innovative and diverse taste and flavour. The company, prior to the launch of the new product, should consider doing a customer feedback review by seeking help to third party consultancy firms. 
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