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This purpose of this report was to evaluate the most viable markets for Tomos Watkins to enter. Tomos Watkins has plans to enter international markets. The report is structured as follows. 
(1) The report considered the USA and China in which their respective macro markets environments were evaluated. 
(2) Furthermore, the report evaluated the industry characteristics. 
(3) Possible entry modes were evaluated in terms of their strengths and limitations. 
The report found that the USA has a more feasible political climate. It has non-existent legal risks but has very strict environmental laws. China has political and legal risks. Both nations have impressive economic landscapes. Comparatively, China has a better social landscape than the USA. The microanalysis established that the bargaining power of consumers and suppliers is low. Competition in both countries is stiff. The report recommends that Tomos Watkins should enter China through indirect exporting. 
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[bookmark: _Toc1749743]Background 
Tomos Watkins is a Wale’s company that specialises in the hand-brewed beverage. This is a family run business that has realised considerable growth in the recent past. The products are brewed at its Swansea production facilities. The type of beers it brewers include cider, bitter, larger, mini kegs and dark beer (Tomos Watkin, 2019). Tomos Watkins is showing strong growth prospects. Its annual turnover now stands at £10 million and employs 69 people. Having realised success at the domestic front, Tomos Watkins is now contemplating entering international markets. In light of this objective, this report has evaluated international markets worth entering and recommended the most viable destination. The report views the USA and China as the most viable international destination. The report recommends that in the short term, Tomos Watkins should enter China through indirect exporting.

[bookmark: _Toc1749744]Objectives 
· To identify the most viable market for Tomos Watkins to enter 
· To Critically evaluate the various entry options available to Tomos Watkins
· To select the most appropriate entry mode into this market
· To discuss potential barriers Tomos Watkins will face in this new market 

[bookmark: _Toc1749745]Main Findings 
[bookmark: _Toc1749746]Country Analysis: USA and China 
[bookmark: _Toc1749747]Political Factors 
The USA has recently revised its corporate tax downwards. The corporate tax was reduced from 35% to 21% which will help Tomos Watkins save considerable revenue (Gittleson, 2018). China has a corporate tax of about 25% (PwC, 2018). America’s political system is transparent but China’s system is described as risky and highly controlled by the communist party. The EU is engaged in a trade war with the USA (BBC News, 2018). Although alcoholic drinks are not targeted by Trump, he might target them in the future. In China, the beverages segment is not restricted by the government. The openness improves market access. The EU is China’s biggest trading partner (Bremmer, 2018). This is positive as the harmonized trade partnerships eases movement of goods. The USA is isolating its trade partners but China is slowly improving relations with many nations.

[bookmark: _Toc1749748]Economic Factors
Both countries have huge GDPs. They have very valuable markets. Recently, the USA’s Federal Reserve increased the interest rate which may alter the cost of credit and increase inflation (Cox, 2018). China has not hiked its interest rates (Shen, 2018). China’s tariff war with the USA will lead to price increases at the domestic front (Tabeta and Harada, 2018). American consumers equally face prospects of price increases due to the trade war (BBC News, 2018). China’s is experiencing an economic slowdown while the USA is not facing such a threat. China has been accused of devaluating the Yuan (Amadeo, 2018). The devaluation favours exports. The devaluation will make Tomos’ Watkins imports to China costly.

[bookmark: _Toc1749749]Social 
China has a large demographic landscape compared to the USA. China has a population of more than 1.3 billion whereas America’s population is less than 400 million people (World Ometers Info, 2019). China has a large market to segment compared to the USA. The American market is approaching saturation given that consumers know their tastes and preferences. The average Chinese consumer is still developing his or her tastes and preferences (Morris, 2018). Unemployment in the USA has been on the decline which means most people can afford the beverage products. Unemployment in China is high at 6% which is a concern for product affordability (Cheng, 2019). Americans are more health-consciousness compared to the Chinese according to a Nielsen study (Nielsen, 2015). Both countries have a large middle class. Millennial generation in the USA is consuming less alcohol compared to other generations (Pellechia, 2017). In contrast, more of Chinese youth are consuming alcohol (Ge, 2018). China has a future market.

[bookmark: _Toc1749750]Technology 
Both countries are technologically gifted. They have effective and reliable production and distribution systems. The rail, road and air transport systems are highly developed. The effectiveness associated with better transport network lowers the cost of distribution. Furthermore, their state of innovation is high. Both are leaders in e-commerce. E-Commerce will ease the distribution of goods across the country. However, the USA is more innovative than China. In China, Tomos Watkins trade secrets will likely be imitated by competitors. This is a threat to its differentiation. 

[bookmark: _Toc1749751]Legal 
The USA has a fair justice system. China’s legal system is influenced by the policies of the communist party. Equal opportunities laws in the USA are vigorously enforced than in the USA (Tao, 2015). Consumer laws in the USA are stricter compared to China. 

[bookmark: _Toc1749752]Environmental 
Both countries have strict environmental laws. Both are increasingly penalizing noncompliance firms. Still, the USA is stricter on its environmental regulations (McCright, Xiao, and Dunlap, 2014). Consumers in both countries want healthy products.


[bookmark: _Toc1749753]Possible Entry Modes
[bookmark: _Toc1749754] USA: Direct Export 
The USA has more entry options compared to China. Direct exporting is allowed in the USA. Direct selling is the act of selling products directly to the end consumer without involving intermediaries (Fernández‐Olmos, and Díez‐Vial, 2014). Tomos Watkins will have to establish own systems and processes in the country. This entry mode will give the new entrant more control over its merchandise which directly translates to more revenue (Almodóvar, Saiz-Briones, and Silverman, 2014). This approach will enable Tomos Watkins to learn more about its consumer base. This is an advantage as the new entrant has an opportunity to manage its customer relationships more effectively. However, Tomos Watkins will take longer to understand its customer profile. Additionally, the new entrant will bear all risks and incur high administrative costs.

[bookmark: _Toc1749755]USA: Mergers and Acquisitions 
Tomos Watkins can enter the USA through mergers and acquisitions M&A. Tomos Watkins can acquire or merge with another beverage firm in the USA. M&A generates more value and creates a larger resource portfolio (Ferreira, Santos, de Almeida, and Reis, 2014). To Tomos Watkins, it is a cost-effective market expansion strategy. M&A is another way of eliminating competition. However, it is never easy combining the different organisational cultures. Furthermore, Tomos Watkins may be exposed to new debt obligations (Lebedev, Peng, Xie, and Stevens, 2015). The decision-making model is extended as more people are involved in deliberating issues.

[bookmark: _Toc1749756]China: Indirect Exporting 
Entry modes in China are limited. However, Tomos Watkins can rely on indirect exporting. Indirect exporting involves the services of a distributor who is usually located in the foreign market (Fernández‐Olmos, and Díez‐Vial, 2014). Tomos Watkins will rely on a localized agent to market its products. As the principal, Tomos Watkins will have greater control over its products (Bena and Li, 2014). The agent will advise the new entrant on the most profitable products to launch. In essence, the local partner will provide technical support. Another benefit is that Tomos Watkins will have greater control over the methods of marketing. However, controlling the local distributor will be a challenge. Evaluating its performance is an extra challenge. Conflict of interest may arise while maintaining sufficient stock inventory is a daunting task.  

[bookmark: _Toc1749757]China: Joint Venture 
A joint venture (JV) is still viable. A JV will give Tomos Watkins access to more resources and capabilities. Risks are shared while at the same time giving Tomos Watkins a ready market (Sun and Lee, 2013). Furthermore, Tomos Watkins will have access to working distribution systems. Additionally, the JV is a tactic of reducing liabilities and obligations (Killing, 2013). The performance of the JV may be affected by ineffective communication and varying objectives. If the level of expertise and resource capacity differs significantly, problems may arise. The different cultures and management styles can affect integration and cooperation.

[bookmark: _Toc1749758]The Particular Nuances between the USA and China 
[bookmark: _Toc1749759]Availability of Substitutes 
Both countries have a high number of brands. The threat of substitutes in both countries is high. Alternatives brands should be considered as reliable alternatives. In China, alternative brands are the products provided by Tsingtao Brewery, Budweiser, Yanjing, Carlsberg and many more (Chen, 2017). Although the brands are differentiated, consumers have access to other quality brands. The low switching costs make this threat more potent. In the USA, the threat of substitutes is very high. The countless number of brands offers consumers space to purchase other high utility brands (Stoller, 2018). The implication for such a high number of brands is that no particular firm can control prices or other industry practices.

[bookmark: _Toc1749760]Brand Preferences 
Beers are the most popular and in-demand alcoholic drink. In 2017, consumers bought more than 208 million barrels of beer (Harrington, 2018). Bud light was the most popular brand, followed by Budweiser. However, the beer market in America is changing drastically. Traditional beer sellers are losing their market share. This shift has been occasioned by the millennial transition towards Wines and mixed drinks. Another change is that Americans are developing taste for imported beer. For instance, Mexican brands such as Modelo and Corona are becoming popular (Harrington, 2018). In sum, Americans are shifting away from traditional beers. Secondly, imported beer is gaining traction and wines and mixed drinks have replaced traditional beers. The illustration below shows the changes in the American beer market. 
[image: ]
Illustration 1: USA Beer Outlook (Sirrine, 2018)
As shown above, the demand for Craft beer increased by 5% while the market for imported beer grew by 3.2%. The illustration further shows that the beer market declined by 1.2% (Sirrine, 2018). On the other hand, in China, competition in the beverage category is stiff and saturated. However, craft and wheat beers have good growth prospects (Zegler, 2018). Branded and imported beers are very popular among locals (Chen, 2017). America is the lead exporter of beer to China. In China, local brewers are still very popular. The illustration below indicates that the Chinese beer market has room for growth. 
[image: ]
Illustration 1: China’s Beer Market (Harashima, 2018)
As shown above, ‘other’ brands dominate 26.7%. In other words, this segment is not dominated by branded segments. Therefore, the branded beers such as Carlsberg and Tsingtao can still expand to this segment. 

[bookmark: _Toc1749761]Recommendations 
[bookmark: _Toc1749762]Entry Mode 
Indirect exporting is the most appropriate entry mode. This mode is recommended due to a number of factors. The use of the local distributor is a cost-effective method of entering the Chinese market (Fernández‐Olmos, and Díez‐Vial, 2014). China is a vast country. It is inconceivable that Tomos Watkins will establish distribution points across the country. The company should select a local distributor who has sufficient networks across the country. The new entrant does not have to set up costly stores and distribution systems. In this respect, Tomos Watkins will have a presence in key areas with minimal cost obligations. Another justification to use indirect selling is that it gives Tomos Watkins an opportunity to understand the Chinese consumer and other aspects of the local economy. The Hofstede cultural dimension indicates that Wales and China have varied cultural systems (Hofstede Insights, 2019). Using local distributors is a way of compressing the cultural gap. The local distributor will provide Tomos Watkins on the tastes and preferences of the Chinese consumer.

[bookmark: _Toc1749763]China as the Most Viable Market
The analysis shows that China is the most viable market to enter. Its beverages segment is not restricted. Tomos Watkins will face fewer restrictions. The second factor is access to cheap labour and large populations (Froud, Johal, Leaver, and Williams, 2014; World Ometers Info, 2019). That is, China’s demographic segment is more viable compared to that in the USA. Although competition is high, wheat and caste beer categories offer a profitable market to target (Zegler, 2018). The American market is saturated. It is highly competitive and has no room for growth. China’s corporate tax is relatively low. At 25%, China’s corporate tax is still reasonable (PwC, 2018). China’s middle class is expanding, a factor that guarantees a huge future market. The presence of e-commerce sites will ease the distribution of products. America’s millennial generation is consuming less alcohol which may affect market growth (Pellechia, 2017). On the other hand, Chinese affluent millennial generation is “drinking more”. These factors make China the most viable market. 

[bookmark: _Toc1749764]Localise Beer Brands 
The analysis has shown that Chinese consumers love imported beer. Therefore, Tomos Watkins should directly export the beet to China but the goods have to be localised. It makes more business sense to localise the beers. The justification is that the Chinese still love local tastes. 

[bookmark: _Toc1749765]Conclusion 
This report views the Chinese market as the most viable option. Although the American market is still viable, its market is quickly maturing. Competition is very stiff and the market is declining in size. In contrast, China has viable growth prospects. The market is not yet saturated. Its millennial generation is drinking more, an assurance of a future market. The report has discussed that indirect exporting is the most viable entry mode. This mode will help Tomos Watkins compress the cultural gap and provide a reliable way to understand the Chinese consumer. Indirect exporting is also a cost-effective strategy to enter the Chinese market. 
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