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	Business strategy is influenced by various factors both external and internal. This report seeks to explore strategic management in Hook Norton Brewery. This is a family-owned Brewery company located in Oxfordshire, England. The company has been in operation for more than a century. It was founded in 1849 (Hook Norton Brewery, 2024). The steam-powered machine is still used in brewing although the company acquired other machines. Production in the company was powered by steam until 2006. The company uses horses to deliver beer to the village. The company is known for the production of beers called Lion, Old Hooky, Hooky Mild, Old Hooky, and Double Stout (Hook Norton Brewery, 2024). The company sells its products to supermarkets and free houses. It also has 23 pubs across Oxfordshire where it sells its products. It also serves 47 tied houses in the UK. Hook Norton operates as an SME and only has regional operations. 
	This report has five key sections. The first section critically appraises Hook Norton’s current strategic direction. The second section analyses the business environment of the company by identifying key external and internal factors that affect the company. The analysis is based on SWOT and PESTEL analysis. The third section conducts a stakeholder analysis of the company. Fourthly, the report discusses the available strategic growth options for the company and justifies the most suitable strategy for the company to use. Finally, the report offers strategic recommendations for the company to use for future developments
[bookmark: _Toc171338066]Critical Appraisal of Hook Norton Brewery Strategic Direction
	The vision of Hook Norton is to passionately provide hand-crafted beer. The company uses various resources to support its strategy. The resources of the company can be categorized as both tangible and intangible. Its tangible resources include beer production machines. The company uses a machine that was developed in 1899. However, some of its machines rely on old technology such as being run by steam engines. Steam machines of the company are incompatible with modern digital technology (Leavy et al., 2023). Moreover, the company’s machines have lower production rates compared to modern machines. The intangible resource of the company is its focus on high-quality products. The products of the company are of high quality. Its quality beer is offered in different flavors and it makes customers stick to the company. The company offers differentiated products to ensure that it attracts different customers. Its differentiation strategy ensures that the company’s products are different from those of rivals.
	Another strategy that the company uses is the delivery of products to customers. It delivers products directly to customers. The company allows customers to make online orders. It ensures that customers get deliveries for their orders. However, the delivery system in the village is made with horses. The company has remained with its old way of making deliveries to customers using horses. The company’s reliance on old technology in many aspects of the business can be criticized as this leads to a lower production rate (Jideani et al., 2020). Deliveries made using horses are slower than those made using delivery bikes and cars. However, its focus on customer service product differentiation, and quality has been an effective strategy for the company. The company’s HR strategy is to employ highly qualified employees. The employees of the company are qualified and the company trains them regularly.
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Political Factors
Several political factors influence the company’s strategy. Firstly, Brexit has an impact on many brewery businesses in the UK including Hook Norton Brewery. Brexit made it difficult for UK businesses to employ EU citizens and this led to employee shortages in some areas such as driving. It makes it difficult for companies that want to make deliveries to get drivers. Brexit also impacts a business that relies on some raw materials from the EU due to long border checks and the introduction of trade tariffs (Buigut & Kapar, 2023). Brewery companies that sell beer to the EU are influenced by the introduction of trade tariffs that make their products be sold at relatively higher prices in the EU market. This makes their products less competitive. Notably, the introduction of tariffs forces businesses to increase prices to cater to the increased cost. 
	Taxation is another political factor that affects the business. The company sells alcoholic products that are highly taxed in the UK. Alcoholic products are subject to alcohol duty that ranges from 8.5% to 22% (Anderson et al., 2022). The company has to increase prices to transfer the taxes to the consumer. Government policies on taxation of alcoholic products keep on changing and the company has to remain updated on the current taxation on its products.
	The UK government put lockdown measures due to the Covid-19 pandemic. Government actions to combat the spread of the Covid-19 pandemic led to a temporary closure of the company’s pubs and some of its customers. This affected the performance of the company.
Economic Factors
	Economic recessions are one of the economic factors that influence the company. The UK has been in a recession following the Covid-19 pandemic. This economic recession was characterized by high inflation rates. The inflation rate derails consumers buying power which makes people reduce their spending on alcoholic products. The inflation rate of alcoholic and tobacco products surged to 11.1% in 2022 (ONS, 2024). The general rise in prices raised the cost of living prompting people to reduce their spending on alcoholic products. However, the UK economy has recovered from the Covid-19 recession, and the inflation rate has gone down. In May 2024, the inflation rate for tobacco and alcohol was 7.8% (ONS, 2024). The thriving economy is an opportunity for the company to make increased sales. 
	The other economic factor that has an impact on the company is interest rate. The Bank of England has been raising the bank rate. Since December 2021, the bank rate increased from 0.1% to 5.25% (Bank of England, 2024). The high interest rate harms the company’s ability to access funding to fund its expansion projects. As a private company, the company has limited access to capital, and accessing credit from banks is one of its key sources of capital. The increased interest rate raised the cost of acquiring capital. 
Social Factors
Several social factors influence Hook Norton Brewery. Firstly, people are developing negative attitudes towards the consumption of alcoholic products in the UK. The negative impacts of alcohol on consumers have made people reduce their alcohol consumption. According to ONS (2023), the portion of alcohol consumers in each age group has significantly reduced over the last decade. This shows that the products of the company may have a lower number of consumers. 
	The changing shopping lifestyles of consumers have a positive impact on the company. Consumers, prefer making orders and shopping online (Li et al., 2020). This is an opportunity for the company to have multiple selling channels to increase sales. 


Technological Factors
	Several technological factors influence Hook Norton Brewery. Firstly, the development of brewing technology has led to the introduction of new machines and brewing processes that have a high rate of production (Gasiński et al., 2022). This offers an opportunity for the company to increase its production capacity. Secondly,  transport technology has been advancing and the company can use it as an opportunity to improve the distribution of its products. There has been the introduction of electric delivery vans and bikes. This is an opportunity to distribute the company’s products effectively and more cheaply. Thirdly, online shopping technology is an important technology for beer and wine retailers. The company has outlets and pubs in the UK and it can use this technology to sell products online to its customers. This can be used as an opportunity for expansion and increment of revenue by the company.
Environmental Factors
	The operations of the company affect natural resources. Key ingredients used in the production of its products come from plants such as grapes. Hook Norton should ensure that it employs sustainable methods while extracting its raw materials. It should also work with suppliers that have sustainable processes (Olajire, 2020). Production of beer leads to waste. The company is required to have effective waste management methods and good practices in using natural resources such as water. Water is a key input in its production because some of its machines are powered by steam and water is also used as an ingredient. Companies are required to have sustainable consumption of water and other natural resources. The company is also required to employ various strategies to ensure that it has minimal carbon emissions. It also has sustainable packaging processes 
Legal Factors
	Legal factors that influence the company include adherence to employment regulations to ensure fair treatment of employees. The company has an online site and it should ensure that it adheres to data protection regulations. Hook Norton should adhere to laws and regulations relating to the packaging and labeling of alcoholic products (Olajire, 2020). It should have patents and adhere to other regulations that can assist in protecting its intellectual property rights. Moreover, it should adhere to regulations that relate to advertisements of alcoholic products. Notably, the Advertising Standards Authority (ASA) seeks to prevent alcoholic advertisements that are appealing to young people. 
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Strengths
	The company has high brand popularity. It has been operating in the market for a long time and this has made the company’s brands to be well known by consumers in the market. Many people in the market know its products. Secondly, the company has a good understanding of the market and this makes it resilient. It has operated in the region over a long time which makes it to have a good understanding of the market. Thirdly, the company makes highly differentiated quality products (Hook Norton Brewery, 2024).
Weaknesses
The company has several weaknesses. Firstly, it has high resistance to chance. It has taken the company too long to adopt modern production practices. It still uses a steam engine since 1899 in the production of its products. Secondly, the company has a small market share when compared to rivals in the market. Some brewing companies that were founded later have expanded internationally. Hook Norton over-relies on a regional market. As a family-owned business, the company has limited access to capital.
Opportunities
	There are numerous opportunities that Hook Norton can explore. Firstly, the company has an opportunity to increase sales through online shopping. People’s lifestyles are diverting to online shopping and online shopping technology offers a convenient way of shopping to shoppers. Secondly, the company has an opportunity to use modern production technology to increase sales. Thirdly,  modern transport technology such as the use of electric delivery vans accelerates the delivery processes of the company. Moreover, the company can expand to other parts of the UK as well as sell its products across the borders of the UK. 


Threats
Several threats affect the company. Firstly, there is high competition in the market. There well well-established brewing companies in the UK that offer high competition to Hook Norton. Secondly, economic recessions affect the company leading to poor sales. Thirdly, legal factors are a threat to the company as failure to comply can lead to the disapproval of the company’s operating license. Another threat is the changing people’s attitudes towards alcohol consumption leading to reduced alcohol consumption in the UK. 
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	Stakeholders refer to the parties that have an interest and influence on the company (Kujala et al., 2022). There are various stakeholders in Hook Norton Brewery. Firstly, the company is influenced by its management. The management of the company has high relative power as they are responsible for the development and implementation of the company’s strategies. Key strategies of the company are influenced by the management. The key interest of the management is to have the company attain its goals. The second group of stakeholders is the owners of the business (Kujala et al., 2022). The family that owns the company is interested in the company’s profits and the growth of the business. They have a low level of power in determining the strategy of the company. There is a group of stakeholders that has low interest and a low level of power. 
These groups include shareholders, media, customers, and tied houses that distribute the company’s products. The company has several tied houses. They have low power in influencing the strategy of the company. Their interest is also low. Media is used in advertising the company’s products and has a low level of interest. The group of shareholders that have high relative power include the UK Government, Oxfordshire council, and environmental groups. These groups have the power to revote the company’s license. However, they have a low level of interest in the company’s strategy. Environmental groups such as the Environmental Agency want the company to adhere to environmental regulations. 
Consultants and senior leadership are stakeholders that have low relative power and high interest in the company’s management. Consultants advise the company on its strategy. The senior leadership includes the members of the family who own the business and are involved in running the company. Employees are important stakeholders with high relative power and high interest in the company’s strategy. Employees directly implement the strategy of the company. Employees and managers have both high relative power and a high level of interest in the company’s strategy. The level of relative power and interest is demonstrated in the matrix below.
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Fig 1: Power-Interest Matrix

Key stakeholders in the company strategy include the owners, employees,  management, and senior leadership. The company should develop a new strategy for various reasons. Firstly, it should create value for its owners. Secondly, the new strategy will make the senior management and employees earn more as the company expands. The company may collapse if it lacks an effective strategy and this will be a loss to its key stakeholders as they will lose their livelihoods.
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	There are various strategies that the company can take. The Ansoff Matrix offers a model with several options that the company can use. Ansoff matrix gives four growth strategies namely, product development, diversification, market development, and market penetration (Austine, 2020).
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Fig 2: Ansoff Matrix
Market Penetration
Market penetration involves increasing the share of the company within the existing market by selling the existing products (Kurniawan et al., 2020). The company can use this strategy by marketing a range of its beers in its current market. It will help the company to expand in the UK and increase its market share. The current strategy will involve creating awareness of the company’s products in the UK and offering its finest quality beer at friendly prices. The company can accomplish this strategy through product strategy. The advantage of this strategy is that it has a low level of risk because Hook Norton has a good understanding of its products and it understands the dynamics of the current market. 
Product Development
	This involves developing new products that will be sold in the current market (Austine, 2020). Hook Norton can implement this strategy by developing new products that will be sold in the existing market. The advantage of this strategy is that the company understands the current market and its brand is well known. This reduces the risk of failure. However, it has a higher level of risk than market penetration because the company will be dealing with a new product. 


Market Development
	This strategy involves selling the existing products in new markets (Clarissia, 2020). In Hook Norton Brewery, it can be implemented by selling its products in other regions and outside the UK. This can help the company to expand its market and get new customers in new markets. The risk in this strategy is that the company operates in new markets where it does not understand regulations and lacks an understanding of the dynamics of the new market. This will present a high risk to the company.
Diversification
	This strategy will include introducing new products and selling them in new markets. Hook Norton can introduce new beer brands and sell them in other countries other than the UK. The advantage of this strategy is that it will lead to a new strategy increase market share and capture new markets outside its usual market. However, this strategy has a high level of risk because the company will be operating in a new market with a prior understanding of the market (Clarissia, 2020). It will also be dealing with a new product. Diversification has the highest level of risk and it is not suitable for Hook Norton. 
	Based on the evaluation of the available strategic options, the most suitable strategy for the company to use is market penetration. The other strategies such as diversification, product development, and market development have a high level of risk because they will increase uncertainty in the company. Market penetration is suitable because to company is selling its existing products in the existing market of the UK and it is familiar with both the market and products.  This is suitable for the company due to the low level of risk. It will introduce more pubs in the UK and increase awareness of its brand in the market. Notably, it has only 23 pubs and there is an opportunity to increase the number of pubs and increase awareness of its products.
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	The company can use various recommendations considering the challenges that are encountered by SMEs. Firstly, the company should maintain effective financial management to avoid financial strain. It should ensure that it can access credit with easy. Lack of finances is one of the key challenges that SMEs face. Secondly, the company should use modern production processes and machines to increase its production capacity. It should completely do away with its steam engine machine and focus on modern equipment that is compatible with digital technology. This will allow the company to digitalize its production process. Fourthly, the company should invest in electric vehicles and bikes in the delivery of its products. The company still uses horses to deliver beer in the village which slows the delivery process. The company should focus on using electric vehicles and electric bikes for delivery. 
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	Hook Norton is a UK brewing company. The company employs qualified employees and trains its employees regularly. It offers delivery of its products to customers. The company is influenced by various external factors. Key factors that influence the company include economic recessions, Brexit, regulations, and environmental sustainability issues. The company is threatened by changing consumer attitudes that make consumers reduce the consumption of alcohol. It has faced the threat of high competition. However, there are numerous opportunities offered by technology. New beer production technology that is compatible with digital technology has been developed and this would increase its production capacity. Online shopping allows the company to have multiple selling channels.  Ansoff matrix offers four strategic options for the company to use. Based on the evaluation of this report, the most suitable strategic option for the company is market penetration. Market penetration is suitable because to company is selling its existing products in the existing market of the UK and it is familiar with both the market and products.  This is suitable for the company due to the low level of risk. This should be accompanied by the use of modern production technology and increased awareness of the company’s products.
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