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1. [bookmark: _Toc496043658][bookmark: _Toc2249721]Introduction

This reports purpose is to identify the key markets that Tomos Watkins Brewery aim to penetrate. The report will provide recommendations on how Tomos Watkins Brewery can enter these identified markets.
1.1 [bookmark: _Toc496043660][bookmark: _Toc2249722]Background of the organisation
In 2002, the Hurns Beer Company purchased the Tomos Watkin Brewery at Swansea’s Enterprise Park. Connie Parry has previously stated that the ‘facilities were already available’ at the Watkins Brewery (Llewellyn-Jones, 2013). The company began working on bottling Tomos Watkin Old Style Bitter (OSB) ales. This led to the company working on creating other brands, beers, and ales on an annual basis. Currently, these brands are being exported and sold throughout Europe, America, The Middle East, and Asia. The company was voted the Welsh Exporter of the year in 2009. (TomosWatkin.com, 2019).  The company aims to be the national beer of wales and has developed into an enterprise with a £10 million-pound turnover (TomosWatkin.com, 2019). 
1.2 [bookmark: _Toc2249723]Why Enter Global Markets 

Global marketing consists of understanding and satisfying the global customers’ requirements, better than the competition (Hollensen S., 2013).  Globalisation is when organisations begin to buy, develop, produce and sell their products and services in other countries in the world (Hollensen S., 2013). By developing a global, or international presence an organisation, such as Tomos Watkins Brewery will be exposed to new and potentially more profitable markets, which will help to increase the organisations competitiveness (Hollensen S., 2013). For Tomos Watkins Brewery to continue to grow it is vital for the company to enter new global markets (Keegan W T, 2013). Beer is said to be the UK’s third largest food and beverages export after Scottish whisky and chocolate (British Beer & Pub Association, 2017). With these statistics, Tomos Watkins must take advantage of these export opportunities. 







1.3 [bookmark: _Toc536606349][bookmark: _Toc2249724]BBPA Export Strategy 

The British Beer and Pub Association (BBPA) created a strategy that works alongside the government's international action plan. The "British Beer Export Strategy 2017-2022" (2017) aims to ensure that the desired export growth is reached. The BBPA aims to allow British brewers to be able to contact potential buyers overseas. This will allow brewers to create new contacts and enter new global markets. The BBPA will provide brewers with information for labeling requirements worldwide, enabling brewers to be prepared for different regulations that each country may have. The site will contain useful information and statistics about the size of the market of each country (British Beer & Pub Association, 2017). Any brewery who takes part in the BBPA’s export strategy must adhere to the best practice guide to ensure that British beer that is consumed overseas is served in the intended way by the brewer. Figure 1.4‑1 Growth by Beer Type 1999-2017 (Baker, 2018)

1.4 [bookmark: _Toc2249725]Competitive Advantage 

Competitive advantage must be considered when attempting to enter the global markets. Competitive advantage is a function that either provides the customer with a lower cost to purchase or more customer value in a unique way than what the competitor can offer. (Hollensen S., 2013, p. 28). Tomos Watkins can gain competitive advantage for their products using branding. They can promote the brand as a Welsh brewery company and use the slogan “The great Ales of Wales” (Tomos Watkins Brewery, 2019). 
The company has been producing ales that have unique Welsh names with creative, individual logos that will appeal to the younger market of ale and craft beer drinkers. This is beneficial as although there has been a decline in the volume of traditional markets which has reduced the growth of ales worldwide  (Baker, 2018), the craft beer industry growing. 
Craft beer has been growing up to four times faster than the total beer industry worldwide. Tomos Watkins has developed this aspect of their brand with products such as ‘Pecker Wrecker’, ‘Cwrw Braf’, ‘Delilah’ and ‘Tomos Watkin IPA’ (Tomos Watkins Brewery, 2019). As the craft beer industry has been growing, it would be beneficial for Tomos Watkins to enter a global market where the craft beer industry is a successful market to ensure the success of the brand.  
1.5 [bookmark: _Toc2249726]Marketing Model 

The Uppsala stage model explains how organisations can increase their trade to global markets by following the four stages (Wiedersheim-Paul, 1975). The organisation must gain experiences form their current market before entering a new global market. The organisation then expands its operation to markets that are on the same cultural understanding as the home market and/or are geographically close. The model allows for a flexible level of investment/commitment, that can decrease or increase if product performance is not improving.

The Uppsala model follows four stages; 
1) Start with occasional exports 
2) Export products via independent representatives 
3) Gradually use more intensive forms of exporting (sales and subsidiaries etc) 
4) Decide upon global market production. 
By following the recommendations of the Uppsala model, Tomos Watkins can ensure that they do not risk a large investment by entering a new market 
[image: ]Figure 1.5‑1 The Uppsala Stage Model (Wiedersheim-Paul, 1975)

















1.6 [bookmark: _Toc2249727]International Market Analysis & Research 

To ensure that Tomos Watkins connects with global markets that will increase their export trade, the key markets worth entering must be identified. By identifying where the UK export their beer, can help to examine the possible export markets for Tomos Watkins. The below statistic shows the leading five countries to which the UK exported their beer in the first Quarter of 2018. (UK Trade Info.com, 2019)
Figure 1.6‑1 HM Revenue and Customs uktradeinfo.com











Reviewing statistics on the amount of beer consumed by each country every year can also help to provide useful information. Tomos Watkins has worked on developing their craft beers and ales so the craft beer industry can be considered as a market worth entering.  In recent years, the USA and the UK have seen an increase of more than 10% in the number of craft breweries being created. The below chart depicts the countries with the most craft breweries per capita, per million people.
Figure 1.6‑2 Breweries per capita per million people (Arthur, 2017)








The Brewers Journal (2017) stated that the USA and the UK have ‘led the way’ due to favourable legislation for craft brewers. In 2002, Prime Minister Gordon Brown reduced the beer duty to nil for any brewer producing less than 5,000 hectolitres. (2017). A craft brewery is defined by the Brewers Journal as a brewery which is more than 50% privately owned (2017). Tomos Watkins is a family run organisation, and therefore fits this definition of a craft brewery. 
1.7 [bookmark: _Toc2249728]Possible Identified Markets & Justifications

Infiltrating a new, global market can be a risk for any organisation. From reviewing the collected research and using the Uppsala stage model, three markets have been identified for Tomos Watkins to consider entering. These markets are the USA, France and the Republic of Ireland.  
The USA are worth considering as they are the UK's largest importer of beer and are one of the largest beer consumers worldwide (UK Trade Info.com, 2019). However, it may not be beneficial for Tomos Watkins to attempt to enter such a large market when they are still developing their brand. Tomos Watkins could risk investment attempting to enter this market.  It would be more beneficial for Tomos Watkins to export their ales to a country that is familiar with Wales as a country and in a closer geographical location with lower risks attached. 
France is listed as one of the top ten producers and consumers of craft beer in Europe (The Brewers Journal, 2017). This could be a market that is worth entering as it is easily accessible from the UK due to the English channel, transportation costs would be reduced in comparison to exporting the USA. France would also be familiar with Wales due to close connections with the UK. However, with the uncertainty surrounding the UK leaving the European Union, it may be a large risk for Tomos Watkins to begin developing connections and exporting to France. 
From reviewing the USA and France as possible markets and deciding against them, it would be beneficial for Tomos Watkins Brewery to enter the Republic of Ireland's craft beer and ale market. The Irish market is of a smaller scale than that of the USA and France (The Brewers Journal, 2017), as this will be Tomos Watkins first attempt at entering a global market, the Republic of Ireland is a suitable, smaller market. 
The  Republic of Ireland is a key market suitable for entry due to a variety of reasons,  close proximity to Wales being one of the most attractive reasons to enter into the market. This is beneficial as Tomos Watkins can begin to export products immediately. If Tomos Watkins were to take part in the BBPA export strategy (British Beer & Pub Association, 2017) they would be required to adhere to the best practice guide to ensure that British beer that is consumed overseas is served in the intended way by the brewer. By delivering their products to Ireland, Tomos Watkins could adhere to these standards. 
Although Ireland is in the EU and there is uncertainty regarding the UK's status in the EU, Ireland and the UK have always worked together regarding imports and exports (World Histroy, 2015). It can be said that there will be a period of difficulty following Brexit for both the UK and Ireland. However, it must be assumed that the countries will ensure a mutually beneficial import/export for the UK and the Republic of Ireland is agreed upon (Foley, 2017). The UK and Ireland have highly incorporated supply chains in food distribution. The Central Statistics Office (CSO) shows that the UK is Irelands largest partner for imports (€3.7 billion euro/£3.3 billion) of food and drink (Central Statistics Office, 2016). 
Irelands government system encourages companies to set up company quarters in Ireland by offering an exemption from corporation tax if profits are less than €320,000 and a low corporation tax of 12.5%  (IDA Ireland, 2018). If Tomos Watkins were successful in infiltrating the Irish market with their products, the company will face low costs regarding set up
The consumption of craft beer in Ireland rose by 12.7% in 2018 according to the Independent Craft Brewers of Ireland (ICB) (Independent Craft Brewers of Ireland, 2018). This increase shows the demand that the Irish people have for purchasing craft beers. The chief executive of the Licences Vintners Associations (LVA) has stated that Irish “publicans want to offer choice and range” of beers (Hamiltion, 2018).  With the need for variety, Tomos Watkins Brewery has an advantage of being able to offer a unique, taste of Wales in Irish pubs and off-licenses. Craft beer products in Ireland had a total turnover of €44.3 million in 2017  (Drinks Industry Ireland, 2018). The level of possible turnover available to Tomos Watkins must be considered when choosing to enter this market. The UK had a turnover of £125 million in the craft beer industry in 2017 (Throburn, 2017). As Tomos Watkins have already infiltrated their products in the UK market, they must consider moving into the Irish craft beer market and establishing their brand as the industry grows.





1.8 [bookmark: _Toc2249729]How to Enter the Irish Market 

There are major variables when an organisation is deciding what level of involvement is appropriate when entering a new market. Market entry options vary from occasional exporting to expanding their overall operations to the new market (Dibb, 2016).  Direct exporting, indirect exporting and foreign direct investment are compared in the table below; 

	Direct Exporting 
	Indirect Exporting 
	Foreign Direct Investment (FDI)

	Organisation sells products to a range of customers e.g. Intermediary for pubs or restaurants (Dibb, 2016)
	The organisation sells products to an intermediary in their country. The product then sold to the international market
	Most expensive method to enter international markets has options. (Study.com , 2018)

	Types of Customers are: Wholesalers, distributors, and consumers
	Customers can be anyone worldwide
	Licencing is an option of FDI, which is the lowest level of investment to an organisation. 

	Organisation still has a responsibility, looks after paperwork for exports to customers.
	Organisation has less Responsibility: Less paperwork, permits, shipping, and marketing responsibilities.
	Organisation can have a large amount of control, maintain responsibility and reduce the risks.

	Organisation keeps control of their product. 
	Organisation loses control over its product
	



From carrying out a comparison on the three variable ways of exporting, it would be beneficial for Tomos Watkins brewery to make use of the licensing method. 
Licensing is a system where a licensee, Tomos Watkins Brewery, pays a fee or royalties on the sales and supplies used in manufacturing their product (Dibb, 2016, p. 124). A fee can be charged upon signing the agreement. This form of entering a new market allows the company to stay true to its brand image and remain a Welsh brand. Licencing is the most suitable option available to the Tomos Watkins brewery company at the current time as there is political instability between the UK and Ireland due to Brexit. Tomos Watkins Brewery may not have the funds available for direct investment in the Irish market, and therefore makes licensing the best way for the brewery to enter the market.

1.9 [bookmark: _Toc496043664][bookmark: _Toc2249730]Conclusion

This report evaluates potential markets for entry for the Tomos Watkins Brewery company. The report studies three chosen markets and as a result, has decided upon the most suitable market for entry. Tomos Watkins Brewery is an independent brewery with the unique advantage of offering their customers a ‘taste of Wales', this report considers the brand and their products and makes recommendations on how to enter the chosen market and justifies this choice. Overall, by following this report and the recommendations for entry, Tomos Watkins can enter a new market and grow their brand and increase product recognition. 
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