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1) Introduction
BrewDog is a Scottish brewing company that was founded in 2007 by James Watt and Martin Dickie (BrewDog, 2019). In a short period of time, BrewDog have become a multinational brewery and pub chain that have over 1000 employees. Their product portfolio includes craft beers in bottles, cans and larger keg varieties. They produce a variety of beverages including IPAs, larger, ales and stouts and also increase their product mix by introducing collaborations with other smaller breweries. They have also supported their sales of their products by means of vertical diversification by introducing numerous bars all over the world. Moreover, they have added other innovative ideas and projects such as beer hotels and beer schools (BrewDog, 2019). In 2018, BrewDog had total revenue of approximately £179 million (Robinson et al, 2019).
2) External Environment of the Market for Craft Beers and Bars
2.1) Analysis and Insight into Industry
BrewDog mainly operates in the Craft Beer industry but has also diversified recently into the drink-led pub sector. The UK Craft Beer industry has seen a steady increase since 2017 with British craft brewers reporting a 0.8% increase in production from 2018 to 2019 (SIBA, 2019). With the growing trend of consumers purchasing less beer but more quality produce, the craft beer market has increased in the Brexit nervous economy.  In addition, the increase in Craft Beer consumption ‘helped boost the overall beer market which saw growth of 2.6% in 2018, the biggest increase for 45 years’ (SIBA Report, 2019). In 2019, BrewDog had a 71% UK market share of the craft beer industry (Green, 2018). However, this data is only from the British market. BrewDog have entered over 45 different international areas all over the world. When comparing BrewDog to other multinational conglomerates such as Heineken, BrewDog has a much smaller market share. For example; Heineken in 2017 sold 218m hectolitres of beer worldwide, whereas BrewDog only sold approx. 344,397 hectolitres (Statista, 2018). 
It is also important to look at the drink-led sector when analysing the BrewDog’s working industries. Drink sales in the drink-led pub sector were £7.3bn in 2018/2019 which were up 6% year on year (Fetimans, 2019). Although drink sales are increasing, the numbers of pubs are still decreasing (see Appendix 1) with an estimated 1 pub shutting every 12 hours in the UK (Johnson, 2019).
2.2) Industry Life Cycle and Market Share Concentration
The Craft Beer industry is in the growth stage as their products are attracting attention from larger market players and has a medium level of concentration. BrewDog is the industry leading company in this area and so has considerable market power. Although as previously stated; if taking the beer industry as a whole then this changes considerably. This is because the Beer industry is in its Maturity, it is well established and BrewDog’s market share is very small. The dependant factor on BrewDog’s strategic agenda is whether the Craft Beer industry can stand as an independent facet of the whole Beer market.  
2.3) Industry Demand Determinants and Profitability Drivers
The industry’s demand for craft beers is directed by change in trends, outlooks on consumption of alcohol and disposable income.
The industry began on a long-term trend of the’ love of novelty and variety and our passion for brands with local provenance’ (Hayes, 2017). This has also been the case for the gin market and other premium ‘handcrafted’ produce.  This is also a profitability driver as customers are willing to pay more money for something that they consider ‘premium’. This insures that the industry can maintain high profit margins. The rise of demand craft beer has been named the craft beer movement. Trends however, are volatile and quick to turn and this could be a threat to the industry (Hooley et al, 2012).
Another important factor that can influence industry demand for craft beer is the change in outlook on the consumption of alcohol. Studies have shown year on year the percentage of young people who don’t consume alcohol is increasing. In 2015, 29% of 16-24 year olds never drank alcohol. Young people are also drinking much less than years before (Fat et al, 2018). This could alter the longevity of demand for craft beer in the future when these young people fall in to the target market that BrewDog promote to. 
The macroeconomic considerations on the effect in disposable income are also an element to analyse when analysing industry demand and profitability drivers. In the UK, disposable income is up 2.3% (Webber et al, 2018). This may be a factor in the Craft Beer Movement as consumers have more disposable income and can afford to choose premium and quality. This will also be a profitability driver as the industry can afford to charge more as consumers are more likely to pay this when they have extra monies. It also integral to consider the wider industry of the drinks-led sector which is also attributed to the effect on disposable income; with a change in disposable income, it makes it more or less likely people are willing to go out and socialise compared to staying at home (Wallin, 2018). This has a substantial impact on drinks-led pub industry demand. 
2.4) Porters Five Forces Analysis of the Craft Beer Industry
Porters Five Forces analysis is used to formulate the goals, competition and policies to achieve strategic goals. It uses microeconomic principles to analyse business strategies for different industrial sectors (Porter, 1980).
Threat of New Entrants
The threat of new entrants can be described as medium. This is because there are numerous and significant barriers to entering the market. For example; high start-up costs. The cost of the equipment to brew the beer, the cost of distributing, security, management and the initial learning and training to produce quality beer is substantial (Roberto, 2015). Moreover, the cost of marketing to penetrate the market would be prohibitive to many, especially when BrewDog are so established in the sector. However, the Craft Beer industry has an unusual pull of entrants due to the nature of the business. Due to the popularity and intensity of interest in beer consumption, many entrants are enthusiasts that like making beer as a hobby and then turn it into a business (Roberto, 2015). In addition to this, once the initial outlay for equipment the components and ingredients for making beer are relatively low. 
Threat of Substitutes 
The threat of substitutes would be considered high. This is because there are many other alcoholic alternatives that people could choose instead of craft beer. Not only is there the threat of substitutes from other alcoholic beverages but also from non-alcoholic alternatives. Non-alcoholic premium drinks have increased sales dramatically over the last few years (Ardnt, 2019). With the rise of young people not drinking there is a growing market for alternatives to alcohol. In addition to this, there is also the threat of other more commercialised beers substituting craft beer. This could occur if consumers felt that they were being over charged for craft beer in comparison to more mainstream varieties. 
Bargaining Power of Customers
The bargaining power of customers can be determined as medium to low. This is because there are two tiers of customers that the Craft Beer industry has to consider. Firstly, the custom from wholesalers; these companies purchase craft beer in bulk from breweries and sell it to local shops and other businesses. In this case wholesalers do have quite a large force on the Craft Beer industry. This is because they will have numerous choices to choose from and can negotiate prices - according to Porter’s Five Forces when there are more sellers and fewer buyers then power increases (Porter, 1980). 
However, another customer base that can be taken into consideration when strategically analysing a company such as BrewDog, are the retail customers that buy directly from them in their bars and retail outlets. This lowers the bargaining power that customer has because Brewdog, in theory, has backward integrated (Porter, 1998). This means that they have the opportunity to set the prices as they see fit and also the prices are set to all individual customers. 
Bargaining Power of Suppliers
The bargaining powers of suppliers are relatively low in the Craft Beer industry. This is due to the production and packaging of craft beer which include hops, bottles, packaging products and water, are homogenous in nature and may be considered commodity products,” (Berghopp,1996). In conjunction with this, it is relatively easy for profitable breweries to be able to forward integrate i.e. purchase land to produce malts, barley and wheat (Boeing, 2008). 

Force of Competitive Rivalry
Competition in the Craft Beer industry is increasing as the trend prevails so does the force of competitive rivalry but at this point can be described as low. This may not be true of other craft beer producers but due to the establishment and brand awareness that BrewDog have accrued over the years of production, many of the competition will remain small and insignificant. In conjunction, BrewDog have diversified into many avenues which have allowed them to be at less risk of competition such as creating a beer hotel (BrewDog, 2019). Another potential competitive rivalry can come from the larger companies which dominate the beer market as a whole. However, this is mitigated with recent studies which have shown that people believe that craft beer cannot be created by these larger businesses as the description of ‘craft’ is to describe something that is created on a small but precise scale (SIBA, 2019). 
3) Internal Analysis of Starbucks Corporation
3.1 SWOT Analysis:
The SWOT analysis is used to determine a company’s internal strengths, weakness, opportunities and threats. This enables businesses to create a strategy that eases the threats while taking advantages of the strengths and opportunities. It also allows a company to see the areas that they can approve on and in turn, increase growth and performance (Houben, 1999).
Strengths:  
Brand perception and recognition - The branding that BrewDog uses makes their products extremely modern and trendy. They have developed a brand that is easily recognisable and that their consumers trust (Henley, 2010). This brand recognition allows them to take advantage of opportunities that start up breweries do not have. 
Ethical / Importance put on corporate social responsibility – a large part of BrewDog’s ethos is that they want to achieve an ethical brand. This includes; being transparent, they allow all of their financial documentation to be available on their website for everyone to see, they give away brewing recipes for the good of the brewing community. They also believe in giving back, currently they give 20% of their profits back to charity (BrewDog, 2019). This is strength as it gives customers trust in the company and adds another element of appeal. 
They have economies of scale and reduce waste – as they have become a large organisation, this allows them to brew in bulk and buy in bulk, keeping their overall costs down. They also have put their ales in cans which allow them to have less waste and ullage. As ale is a perishable good, putting the beer into cans prolongs their shelf life (BrewDog, 2019.  
Knowing the importance of good employees- putting their employees first enables BrewDog to keep talent which is a great strength (BrewDog, 2019). Employing people with the knowledge to push their business further will be a valuable resource. Training new people costs money and so retaining good staff will give them the edge over their competition. 
Weaknesses:
Although for most organisations this would not be a negative, a weakness for BrewDog is it expanding to such a size that it loses its unique selling point, craft beer. If they do this they are at risk of making their customers disenchanted with their product and their goal of revolutionising “the British beer industry, and redefine British beer-drinking culture” (BrewDog, 2019). This also becomes a problem if they try and compete in the mass produced beer market, they then quickly become a small business in a large market instead of having strength of having control over the craft beer market. Another weakness from becoming too large is that it is more difficult to maintain high standards. The further away the business gets from its founders, the harder it is to keep the culture they wanted and to keep control of their high quality produce. 
Large growth attributed to a trend - Although this has helped them become a medium to large company, it can also be hard to predict the next move. In addition, riding on a trend is a great method of growth in the short term but they will need to think of more consistent growth strategy if they are going to outlive the Craft Beer Movement.   
Opportunities:  
Enter more countries - They are already exporting to over 45 countries but they also have bars in 20 (BrewDog, 2019). This number could be increased and they already have the knowledge and the distributing ability to do this more easily than their competitors. In addition to this, they can open more bars in countries that they are already seeing significant sales in such as the USA and European Union. With these larger areas there opportunities to target a diverse range of cultures and demographics, they could target different areas and states. 
Diversification - With such a well-established brand they could easily produce other alcoholic beverages and already have the route to market (their own bars) and customer base to do this. They could also take the route of creating their own non-alcoholic drink. This could offset the potential decline in drinkers when the 16-24 years old who do not drink alcohol come in to the target bracket. 
Addition of another target market - currently BrewDog target 25 to 40 year olds (BrewDog, 2019) with their branding and the Craft Brew Movement. However, there are a large percentage of traditional ale drinkers that they could produce a range for. This would increase their consumer base and increase sales. This may require bringing out a new range that is more traditional. 
Threats:
 Climate Change – Although Britain can produce various varieties of hops, the majority of aromatic hops require a very specific climate to grow. Climate change is a very real challenge facing hop growers and this in turn is passed on to breweries this is also the case for other brewing components such as barley (Carrington, 2018). BrewDog uses numerous varieties of hops from all over the world, change in climate can change taste as well as be an extra expense if they have to be artificially grown (BrewDog, 2019). It is very difficult for BrewDog to mitigate this. 
Brexit- Over 80% of BrewDog’s international bars are within the European Union (BrewDog, 2019). With Brexit on the horizon, the threat of increased tariffs, loss of free movement could potentially affect BrewDog negatively. This will increase costs, not only from levys but delays that could also occur.  
3.3) VRIO Analysis and Core Competencies
A VRIO analysis is used to show the how integral resources are to an organisation. In completing this analysis, a company can prioritise which core competencies to focus on for future products and which ones that they can risk for alternative strategies (Barney, 1991).
See Appendix 2 for VRIO analysis. From the VRiO analysis it can be seen that BrewDog’s core competencies are: Social Corporate Responsibility Agenda and Image, Unconventional Market Strategy, Unconventional Corporate Vision and Talented Employees. 
4) BrewDog’s Key Strategies:
Ansoff matrix is used to determine the potential level of risk of a strategic decision such as; Market Penetration, Market Development, Product Development and Diversification. Completing this analysis can allow a business to come to a conclusion to which strategy they should proceed with. Although, it is recommended that extra risk analysis is undertaken before going ahead with any chosen strategy (Wilson, 2009). 
4.1) Creating new beverages: See Appendix 3 for Ansoff Matrix analysis diagrams. The opportunity to make new beverages other than ales is a risky strategy. This is because there will be a lack of expertise in this area as well as the high cost implication. However, the risk to reward ratio could be beneficial as they already have the advantage of using their brand name and image to push sales as well as the sales avenues to get their new venture off the ground. Another positive to this strategy is that they would be able to mitigate any adverse threats that can come from having a small product portfolio. It would also compensate from the threat of changing trends.  Although this could help with some of the issues that have been mentioned in previous analysis entering into a new product market comes with its own threats. Also with their branding as it stands it would be right to assume that BrewDog may not fit with a product that was non-alcoholic.
4.2) Enter new International Markets: See Appendix 3 for Ansoff Matrix analysis diagrams. This is a medium risk strategy. As previously discussed, BrewDog are already in a number of international markets, mainly in Europe and US. It could be advantageous for them to look at new markets such as China or Russia. This can be difficult to enter markets that have very different cultures; this is because there are different laws and regulations towards alcohol in specific areas. This strategy would mitigate the threat of Brexit as trade deals will still be in place with other international partners. 
4.3) Produce new products for a different demographic: See Appendix 3 for Ansoff Matrix analysis diagrams. This is a medium risk strategy. This strategy would alleviate the threat of changing trends as it would be appealing to another market that have been long term real ale consumers. The business also has all the resources to undertake this strategy in regards to beer production. It would also increase their consumer base and ultimately their sales. However, this may dilute their brand and all that they stand for. Changing their unconventional corporate vision could be extremely negative for their company as this is one of their core competencies and changing one of these could be detrimental to future growth. Their brand is one of their most valuable assets and should be protected as much as possible. 

5) Recommendations
The recommendations after the analysis would be to try and ease the risk of threats, take advantage of the most opportunities while keeping integrity of their core competencies. In order to do this, the first recommendation in the short term would be to expand into new international markets – this strategy would be the least risky. This is because they have all of the knowledge of entering new markets. Although there is the element of culture to consider, this can be extinguished by good market research and analysis of the market. A PESTLE analysis should be conducted on each new area the company decide to embark on. In addition to this, it would be suitable to do market research into appropriate tastes and drinking values. It would be advantageous to increase their product portfolio according to different countries in regards to preferred tastes and use this as a marketing tool to promote these new beers in other countries. In addition, entering other markets other than in the European Union will give the advantage of having their eggs in more than one basket. 
In the long term, the strategy of diversification could outweigh any risks it entails. This would be possible as long as they stayed within the realms of their product portfolio. For example, creating a non – alcoholic beer such as ginger beer from boiling the beer to ensure no alcohol or inventing a spirit out of their by-products of brewing (vodka can be created from the ullage by distilling it). This means that the BrewDog branding would still have the same impact and would still have meaning. This would also keep with Corporate Social Responsibility agenda and image as they would be recycling products and creating less waste. This strategy would also capture the 16-24 year olds that will be soon entering into their target age range, with their current product portfolio they are at risk of disengaging with these customers. 
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The number of small pubs has almost halved since 2001
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