Tomos Watkin Brewery market entry strategy 

[bookmark: _Toc2195722][bookmark: _Toc2501287]Introduction 
Due to the accelerated process of globalisation, staying in the local market is not a wise choice for marketers. As a fast-growing company, Tomos Watkin Brewery (TWB) has to maximise its expected profit in the future in the international market. As an assigned business consultant, I will present the target markets which are worth to enter for TWB by using the analytical tool of external environment as the primary decision-making rule. I am going to evaluate India, Israel and South Africa based on the given analytical tool. However, regarding to the differences among countries, the market entry strategies are vary through the countries. Hence, this report will be consisted by two parts. The key markets will be identified in the first section. Correspondingly, the second part will contain the justifications of market entry strategies for the selected key markets.  
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1.0 Key market identification 
[bookmark: _Toc2195725][bookmark: _Toc2501289]1.1 Political factors
[bookmark: _Toc2501290]1.1.1 Israeli market 
[bookmark: _GoBack]From the last century, since the establishment of Israel, politics judicialisation has been proceed as the foundation of Israeli politics (Edelman, 1994). To explain more, judicialisation of politics is showing that the exercises of power from the Supreme Court of justice are restricted by the key political actors (Goldberg, 2002). Among all the democratic regimes, politics judicialisation has highly been progressed in Israel (Waxman, 2007). It is obviously that Israel has a relatively stable political environment. 

[bookmark: _Toc2501291]1.1.2 Indian market 
India is a democratic republic of federal parliamentary regime, built on the framework of national constitution (Brass and Morris-Jones, 1980). As most democratic regimes did, the exercise of power is restricted by the parties. However, the latest news shows that IAF (Indian Air Force) attacked Pakistan for “destroying terrorist’s base” (BBC News, 2019). The political tension between two countries is escalated. 
 
[bookmark: _Toc2501292]1.1.3 South Africa market
Like all the democratic countries, South Africa is a republic with a parliamentary representative democracy (Darracq, 2008). The African National Congress (ANC) has currently held the dominating position in the South African politics (ibid). The Economist comments South Africa is a “flawed democracy” because the political power is mostly seized by ANC.  




[bookmark: _Toc2195726][bookmark: _Toc2501293]1.2 Economic factors 
[bookmark: _Toc2501294]1.2.1 Israeli market
Hence, conducting the evaluation of the general economic situation in Israel is equivalent to evaluate customer’s purchasing power. The latest statistics of Israeli economy was done by The Economist (2018) showing that the Gross Domestic Production (GDP) was reached 4.4% while GDP per capita was approximately $43,199, plus the inflation rate is 0.2%. The stabilised growth of GDP and GDP per capita are showing that the economy in Israel is suitable for TWB to enter. 

[bookmark: _Toc2501295]1.2.2 Indian market
By contrast, GDP growth in India had experienced a slight increase from 2017 to 2018 from 6.6% to 7.3 percent (Financial Times, 2019). Due the political uncertainty, FT comments that investors in India are terribly spooked (ibid). 
 
[bookmark: _Toc2501296]1.2.3 South African market
By considering “property rights”, “government integrity” and “judicial effectiveness”, the Index of Economic Freedom (IEF) scored and ranked South African 58.3/100 and 102nd respectively (Index of economic freedom, 2019). The economic recession and the low level of political transparency damaged national economy significantly. 

[bookmark: _Toc2195727][bookmark: _Toc2501297]1.3 Social factors
[bookmark: _Toc2501298]1.3.1 Israeli market
By following the main stream culture leaded by the US, consuming beers becomes popular in Israel since its independence. From 2004, Jewish people was starting to celebrate “The Jerusalem Beer Festival” annually (The Jerusalem Beer Festival, 2019). Excepting in Jerusalem, the other similar festivals are held in Haifa, the Yehuda and Tel Aviv Yafo (ibid). Hence, the consuming behaviours are formed decades already. 

[bookmark: _Toc2501299]1.3.2 Indian market
Due to the less developed economy, the ordinary Indian households’ purchasing power cannot match the selling price that TWB priced. A social problem existing in India is that Indians are more likely to consume fake but low price alcoholic beverage. This social problem is suggested by the current news showing that nearly 90 people are killed in the fake wine incident (Jqknews, 2019). 

[bookmark: _Toc2501300]1.3.3 South African market
Consuming beers has a considerable long history in South Africa, especially in rural areas, beer production is a traditional way to generate value in informal sector (Rogerson, 1986). In general, people in South Africa do have certain consuming behaviour. However, they can brewery their own beer products to satisfy their needs. 

[bookmark: _Toc2195728][bookmark: _Toc2501301]1.4 Technological and competitive factors
[bookmark: _Toc2501302]1.4.1 Israeli market
The technological factors are highly depending on the competitive factors in external environment analysis. Based on the market research, Tempo Beer Industries and Israel Beer Breweries are two oligopolies in Israeli brewery market (RateBeer, 2019). Within the beer-making industry, the core technology is the brewery approach (RateBeer, 2019). The traditional brewery method requires huge amount of water. This requirements will significantly increase the cost of per can of beer. Relationship with the UK beer companies (The Jerusalem Beer Festival, 2019). This festival will increase the TWB’s competitiveness to some extent.  

[bookmark: _Toc2501303]1.4.2 Indian market
[image: ]
Figure 1.1 Scheme of the brewery 

In general, the beer brewery process has mainly two units (hot block and cold block). In the cold block, the optional process “filtration of beer” influences the taste of beer most (Arxiv, 2019). There are two filtration methods: depth and surface (Craft Beer & Brewing, 2019). Most of Indian beer manufactures adapt “depth” method than “surface” due to the cost. “Depth” filtration is a rough method to filtrate beer. 

[bookmark: _Toc2501304]1.4.3 South Africa market
The major players in South Africa are Castle Lager, Castle Lite and Hansa (Kapilevich, 2019). Those three competitors in South Africa market had eliminated 20% beer sellers from the shelves (Brewmistress, 2019). The advanced purification technology and sufficient cash follow allowed those market leader to achieve the economy of scale. 




[bookmark: _Toc2501305]1.5 Internal evaluation 
In the political dimension, Jurado(2013) argues that for a private business, the main political risks happened in a particular county are related to the nationalisation and expropriation. Those two risks are showing that local government will exercise political power upon international companies, their properties will be nationalised or be expropriated without any compensation (Gutteridge, 1952). 

By considering TWB’s internal environment, based on the above explanation of Israeli politics, those two risks are very likely happened recent years. Therefore, the risks are mitigated with a considerable high degree. On the other hand, the development of a new international airport in Israel coined the key opportunity that TWB will acquire. In Timna, the first wholly privatised civilian airport, Ramon Airport, is expecting to welcome two million tourists per year (Halon, 2019). Based on the research of tourism, the increased population of tourists will directly boost the revenue to the local brewery market (Pechlaner, Raich and Fischer, 2009). 

In the economic aspect, He and Zhou’s (2010) research of the model of consumer’s behaviours shows that the stable incomes would substantially contribute consumer’s decision to buy. It is logically consistent that for households, stable incomes are assured by a stable economic growth in their countries. In terms of the risks and opportunities within internal environment, TWB is supposed to enter into the Israeli market. For an international marketer, the key risks existing in the target market are associated with economic recession, financial crisis and other factors may trigger economic downturn. Comparing the South African and Indian market, Israeli people acquired a higher purchasing power to buy TWB’s products. 

Considering the social factor, based on the risks-opportunities evaluation, Israel is reasonable for TWB to enter. The risks for international enterprises are mostly happened due to the negative reputation that companies have or the tight relationship between countries. By considering the internal environment, TWB does not be involved in those negative effects at all. On the other hand, opportunities should be highly emphasised at this situation. The beer festivals in Israel is a far-reaching and natural marketing campaign which will stimulate the demands in domestic market.  

Considering the internal environment in terms of the core competence, comparing with the competitors in Israel, Both Tempo Beer Industries and Israel Beer Breweries did not apply the new technologies for water purification. Hence, the taste of beers is weaker than TWB’s beers. Because the TWB only selects the finest ingredients including the pure Welsh water which is purified by the latest technology from the US (Tomos Watkin, 2019). Due to the advanced technology, TWB will acquire the core competence in terms of price. However, this price does not take into account the effect from tariff charged by Israeli custom. Hence, this competence remains sceptical. 
[bookmark: _Toc2195729][bookmark: _Toc2501306]2.0 Market entry strategies and justifications 
[bookmark: _Toc2195730][bookmark: _Toc2501307]2.1 Indirect exporting strategy 
For a SME with limited budget for marketing, indirect exporting presents a good choice. It is risky to enter into a new market without any insurance. Unlike the direct exporting, indirect exporting is to sell products to an intermediary which is locally recruited, intermediary will sell products to customers directly (Delaney, 2019). Basically, indirect exporting can be justified under the context that TWB exports their beer to Israel. Firstly, the transportation of goods is feasible due to the geographic suitability. 

[image: ] 
Figure 1.2: the UK trade with Israel (House of Commons, 2018) 

In recent years, the UK keeps the good relationship with Israel in terms of trade. Due to the developed routes traveling through the Mediterranean Sea, exporters in the UK tends to export goods rather than services. By acknowledging the developed technology of transportation, a carrier ship is capable to have increasingly more containers than before. Therefore, for a TWB, it is easier to achieve the economy of scale in the transportation. For a SME, a healthy cash follow would be vital to survive. The benefits from the economy of scale are to ensure the cash follow for SMEs. Because the selling price is reduced tremendously. The competitive price will guarantee the healthy cash follow by ensuring the stable turnover and revenues 

[bookmark: _Toc2195731][bookmark: _Toc2501308]2.2 Greenfield strategy 
In this section, a more risky market entry mode will be proposed for TWB to obtain more profit.  As a direct market entry mode, Greenfield strategy indicates that TWB has to establish a new subsidiary in a foreign country (Santander, 2019). This independent subsidiary will wholly own the newly established properties including factories, offices, premises and others.
[image: ]
Figure 1.3 Table of Israeli Foreign Direct Investment (FDI) (Santander, 2019)

Due to the stabilised political environment, Israel’s market system is open for all investors regardless their nationalities (Santander, 2019). The deregulated local policies on FDI had substantially stimulated the overall volume of FDI from 2015 to 2017, from $11,337 to $18,954. By checking the table above, the general trend of FDI in Israel is inclined. The liberal market system grants the market transparency which is a good news for new players. 

[bookmark: _Toc2501309]2.3 Internal environment and justification 
In general, I would recommend Greenfield strategy for TWB to enter a new market. Indirect exporting has some disadvantages. The profit is lower than the direct exporting strategy. Intermediaries will fully control TWB’s business including sales and distribution. The sales channels controlled by foreign alliances will highly restrict the future development. 

The Greenfield strategy, the liberal market system in Israel may create some natural disadvantages for TWB. On the one hand, the favourable policies stimulate the FDIs but it is also intensifying the competition in the local market. Hence, the intensified competition should be focused when TWB considers this option. Therefore, considering this strategy tailoring for TWB, there are risks and opportunities. As a direct market entry mode, risks are mainly two: the first one is the difficulty for a new market player to adapt a new environment (cultural aspects), the second is the investment for building the new branch in target market. As a professional consultant, I would recommend TWB to do following things to reduce those risks. For the first problem, TWB has to find a local alliance to acquire the basic information in the local market. Local alliance will play a role as a “tour guide” who will show some cultural differences between the UK (Wales) and Israel. Because of the information asymmetry problem, TWB has to find an alliance with sufficient credibility and accountability to avoid some misleading information. To solve the second problem, as I mentioned above, cash follow is rather crucial for SME’s development in the global market. The broken cash follow may trigger some least desired outcomes for TWB. Hence, the source of finance would be acknowledged at this stage. The investment bank is capable to share the risks for TWB’s market entry strategy.  In conclusion, considering the payoff and risks, Greenfield strategy should be adapted by TWB. 
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Foreign Direct Investment 2015 2016 2017
FDI Inward Flow (million USD) 11,337 11,903 18,954
FDI Stock (million USD) 99,313 107,204 128,818
Number of Greenfield Investments*** 31 34 7
FDI Inwards (in % of GFCF=**%) 20.1 19.0 n/a
FDI Stock (in % of GDP) 34.8 35.4 n/a
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