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[bookmark: _Toc8320_WPSOffice_Level1][bookmark: _Toc15098]Executive summary
The purpose of the report is to identify a worthwhile target market from the perspective of Tomos Watkin brewery and to assess the risks of the target market. The report compares Spain with China using the PEST model and the comparative advantage theory, and analyses why China is more worthy of entering potential markets than Spain.
In the main part of the report, I first select the target market, then analyze the potential market through information collection and PEST model to determine that enterprises have comparative advantages in the Chinese market. Through data analysis, it is concluded that the types of enterprises belong to SMEs. Tomos Watkin brewery has formulated a strategic plan for SMEs. At the end of the report, some opinions about entering other markets are put forward and summarized.
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[bookmark: _Toc26027]Introduction 

Tomos Watkin brewery, which is based in Llansamlet and was acquired by Hurns brewing in 2002.It is known for its established core line of beers, such as OSB, Cwrw Haf, Blodwen and Magic Lagyr, which are available in barrels and bottles. At the present stage, there are 69 employees with annual turnover of £10m. Tomos Watkin's barrelled beer market is dominated by bars and clubs in south and west wales, but their bottled beers have a wider range, and some exported to the United States and Spain.After joining the Chinese trade mission, it shipped the first batch of hand-brewed drinks to Shanghai.The company has also been working on new flavors recently,as brewer Gareth Moule explains: "We have been branching out with new styles in small runs of limited edition beers, and we have had a very good reaction to them." （Byrne,2017）
At present, Tomos Watkin winery hopes to enter the international market and improve wales' image around the world. As the organization's marketing strategy adviser, it is my responsibility to help Tomos Watkin brewery evaluate potential new markets.
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[bookmark: _Toc23650_WPSOffice_Level2][bookmark: _Toc5097]Identify the type of enterprise
In Global trade, the export of enterprises' commodities is divided into two types, one is the export type of large companies, the other is the export type of small and medium-sized enterprises.(Smith, 1776)
Small and medium-sized enterprises (SME) are defined in the EU recommendation in 2003.
The main determinants of whether an enterprise is a small or medium enterprise are:
	Company category
	Number of staff
	Turnover
	or
	Balance sheet total

	Medium-sized
	< 250
	≤ £ 50 m
	≤ £ 43 m

	Small
	< 50
	≤ £ 10 m
	≤ £ 10 m

	Micro
	< 10
	≤ £ 2 m
	≤ £ 2 m



(From:What is Small and medium-sized enterprises,2003)

The company has 69 employees and annual turnover of about £10 m, So Tomos Watkins Brewery is SME. According to the size of the enterprise, we can implement a better strategic plan for the enterprise.
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[bookmark: _Toc21823_WPSOffice_Level2]The volume of international trade is gradually increasing, which is the result of the demand for international division of labor. Therefore, countries usually adopt the method of comparative advantage in their foreign trade. Comparative advantage refers to the ability of an economy to produce goods and services at a lower opportunity cost than its trading partners. Cost comparative advantage includes labor cost, raw material price, duration of continuous investment, etc. (Ricardo. 1817). 
I will choose a country between China and Spain as the target market via the analysis of macro and micro environment. The reason is that Tomos Watkins brewery has exported products in China and Spain. Accordingly, the company has sales experience in China and Spain, which indicates that Tomos Watkins brewery has a comparative advantage in China and Spain.

[bookmark: _Toc23080]Macro analysis-PEST analysis
PEST analysis model is an effective tool for analyzing the macro environment, which can not only analyze the external environment, but also identify all the forces that have impact on the organization. It includes political, economic, social, and technical analysis.(Aguilar,1967)
·Politics: In China, the government has adopted the policy of opening to the outside world for the beer industry. Because it can bring not only capital and technology, but also brand effect. China's beer industry is technology - intensive and capital-intensive, So the policy of China's beer industry is to actively encourage and properly develop.(Bao,2018) 
When the UK begins to implement the Brexit policy, EU member states have to pay import tariffs on imports from Britain, Spain is a member of the EU, which makes British products less attractive to EU enterprises or consumers.（Lisa,2016)

·Economy: In Spain, April 2017 there was 483 companies, about 90 more than at the end of 2015; important growth but still with a low market share (Production of 145,000 HL in 2016)This is increasing competition and making it difficult for international beer producers to entry into the market. Beer imports fell by 6% in 2016 and almost 90% of the beer consumed in Spain is made in Spain.(Brown,2018) Only 10% of Spain's beer consumption belongs to imported beer.In other words, the Tomos Watkins brewery's entry into the Spanish beer market is very unfavourable.
There is an inevitable relationship between beer consumption and GDP. As a developing country, China is experiencing continuous economic growth at the present stage. According to the data survey, with the development of industrialization, the living standard of rural residents in China is improving, thus the consumption of beer industry is in a stage of gradual increase, with the consumption of beer population increasing by 20% every year. (Laura,2016). Therefore, the current stage is conducive to the development of the beer industry in China.

·Social (Cultural) factors: According to the survey, China is now home to about 30 percent of the population born after the 1990s and is becoming the most important consumer group in the global economy. Among young consumers between the ages of 20 and 29, 33% said they would drink more in the future. China's new generation is driving the country's drinking culture and is willing to sample different beers and change drinking habits. (Cochrane,2003). China's drinking culture can be seen everywhere in daily life, such as dinner at home or dinner with friends, celebrations, holidays or leisure parties, and business meetings. For Tomos Watkins Brewery, getting into a country with a beer culture will undoubtedly improve the company's reputation. 
Spain also has a pretty old beer culture. Spaniards drink and chat with their friends on weekends, even though they work hard. Beer is the most popular drink in Spain, with 50% of the population drinking it. Then there are spirits 28% and wine 20%. (Madrid,2015) From a cultural perspective, both Spain and China have a drinking culture and are potential markets for enterprises to enter.

·Technology: China's beer industry belongs to a low level, small scale, high material consumption, low efficiency.The water consumption per ton of beer is 8-40 cubic meters, which lags behind the advanced technology of breweries in developed countries. (Bao,2018) Therefore, for Tomos Watkins brewery, there is a technical advantage to selling welsh beer in China. 
Spain is the fourth largest beer producer in Europe, next only to Germany, Britain and Poland. In all aspects of beer brewing, Spain has advanced winemaking technology. The water consumption of beer is only need 5 ~ 10 cubic meters (Corrigan,2018) Although the brewing technology of Spain is higher than that of China, for Tomos Watkins Brewery, it should enter countries with a larger technological gap, so as to reflect its comparative advantage.
[bookmark: _Toc2533_WPSOffice_Level2]
[bookmark: _Toc29356]Micro analysis
Micro analysis refers to the environmental factors in its vicinity, which can affect the company's production and service.micro analysis mainly refers to consumer behavior and market operability. (Nordmeyer,2019)
Consumer behavior factors:Consumer behavior factors require organizations to identify consumer-related motivations to select appropriate consumption patterns and promotional tools. (Laura,2016) In the existing Chinese market, beer industry sells well because it contains amino acids required by human body and has the function of releasing emotions. However,According to the investigation,In the premium market, some existing beer flavors can no longer meet the needs of some customers(Laura,2016), and Tomos Watkins Brewery, as a welsh specialty beer, it will definitely attract target customers if it is sold in China.
The survey shows that per capita alcohol consumption in Spain has declined in recent years. By 2018, Spain's per capita consumption will reach 46.4 litres (70 litres below the European average). (Brown,2018) It can be concluded that Spaniards are beginning to reduce their dependence on beer.

Operability：China’s beer market is projected to reach 683 billion yuan by 2019，China is also the largest consumer of beer in the world.(Heracleous,2018) Because of the huge market scale in China, there are many maneuverable ways for the company to operate in the beer market in China whilst the risk of maneuverability is low. Spain's beer market is smaller than China's, so its operability range is smaller than China's.

Through comparative analysis, it can be found that the value of China as a potential market is greater than that of Spain, so China is finally selected as the target market.As a target market, China also has the following advantages:
·Comparative advantage:The beer of Tomos Watkins Brewery company was no regular exported in Shanghai, China, indicating that Tomos Watkins Brewery has a comparative advantage in the beer industry in China.
·Labor cost advantage: China is a developing country with the largest population in the world. Compared with developed countries, labor cost is low, so the target market in China can reduce labor cost. 
·Transportation advantage: China is a coastal country rather than a landlocked country. The transportation can be carried by ship, which can reduce the transportation cost.
·Geographical advantage: China is in a subtropical region with a suitable climate. Beer as a seasonal commodity is suitable for people to consume.(Stephen,2017)


[bookmark: _Toc15209_WPSOffice_Level2]
[bookmark: _Toc28004]Implementing Market entry strategies 
Swedish researchers from uppsala university have proposed uppsala models of market entry strategies that show different ways of entering international markets.Including product export, agent export, overseas establishment of sales agencies, overseas direct production.(Johanson and Wiedersheim-Paul, 1975; Johanson and Vahlne, 1977).
As mentioned above, Tomos Watkins Brewery belongs to SMEs. Generally, SMEs are constrained by their economic capabilities in global trade.Market entry strategy requires an effective research system with sufficient operational capacity.
Considering that Tomos Watkins Brewery is a SME that has been transformed from a bankrupt enterprise, it is not necessary to consider building factories or manufacturing overseas to develop global trade,because it is risky to build a factory without experience.The strategic approach I choose to enter the market is to find agents to export, and the main reasons include the following:
· Tomos Watkins Brewery's risk of finding agents to enter overseas potential markets is much lower than building factories overseas.
· The cost of finding an agent in overseas is relatively low.
· Compared with the overseas construction of factories to invest, it is relatively easy to find intermediaries to act as agents.
· Although foreign venture capital produces higher returns when it succeeds, it has the greatest risk.Considering the current situation of the company, this strategy will not be considered for the time being.
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[bookmark: _Toc31327_WPSOffice_Level2][bookmark: _Toc30258]Risks caused by cultural differences
In world trade, the risks caused by differences between countries are mainly reflected in culture,Professor Hofstead put forward six cultural dimensions of cross-culture in commercial trade in 1980. These include Uncertain avoidance index,Individualism and collectivism,Long-term orientation and short-term orientation,Masculinity and femininity,Indulgence and restraint,The Power Distance index. (Jobs and Gilfoi, 2012). Cultural differences include language, local eating habits, religion etc. when enterprises choose agents to establish foreign trade relations, Tomos Watkins Brewery need to pay attention to the differences between these cultures. 
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[bookmark: _Toc2528]Risk caused by macro factors
[bookmark: _GoBack]The risks caused by macro factors mainly include political and economic risks. Political risk include the country's restrictions on imports, the impact of exchange rate, subsidies for exporters (Chen, 2018). For example, the exchange rate of China's currency may affect transactions, and there may be an outflow of goods and insufficient capital inflow.
Economic risk is the chance that macroeconomic conditions like exchange rates, government regulation, or political stability will affect an investment.It mainly refers to the impact of inflation, national income and government policies(Spacey,2015).For example,a barrier to trade is a government-imposed restraint on the flow of international goods or services.(Salmon,2018)

[bookmark: _Toc8094_WPSOffice_Level2]
[bookmark: _Toc11032]Risk caused by micro factors.
Operational risks mainly include market and product (Kenton, 2018). By choosing agents to sell products, many complex market operational risks can be avoided, because Tomos Watkins Brewery is a SMEs with a small turnover. For the sake of safety, the enterprise uses the way of export agent. After the enterprise is familiar with the market environment, it can start to consider establishing overseas factories and complicated operation procedures.
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[bookmark: _Toc8344]Conclusion 
As the organizational consultant of the enterprise, through the feasibility analysis of the Chinese and Spanish markets, I finally chose China as the target market of the organization. Through the analysis of the current situation of the enterprise, determined that the way to find agents is the most suitable for small and medium-sized enterprises market entry strategy. The report also proves that companies can establish beer markets not only in developed countries, but also in developing countries. When an enterprise enters the stage of market selection, it can also choose multiple markets for agent management and sales. When it has sales experience, it can start to consider establishing factories overseas. But any market requires us to analyze the macro and micro environment. Beer as a seasonal commodity, In the choice of market, some anti-seasonal countries in the southern hemisphere can also be considered, so that product can be stable sales.
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