The analysis of Tomos Watkin’s market entry strategy

1.Introduction 
Tomos Watkin Brewery was stay in the status of liquidation 11 years but with the help and endeavor of Connie and her brother, Tomos Watkin Brewery recovers from the regression status and the ales it produced is famous in the Wales. However, with the development of Tomos Watkin, the local market of Wales cannot satisfy the development of Tomos Watkin then it starts its expansion road in New York, Shang Hai, Hongkong and some other European countries, such as Spain. Now, it owns the over 60 employees and 10 million pound turnover annually.  Obviously, Tomos Watkin Brewery only takes up a small part of the global ales market. However, the sustainable growth of its annual turnover cannot leave with the continuing expanding global market. Therefore, to better help Tomos Watkin Brewery find the most suitable market to enter, as a consultant, this report is written to provide useful recommendations to Tomos Watkin Brewery for its future global market entry strategy. 

2.Potential entry market 
[bookmark: _GoBack]Tomos Watkin Brewery has entered the market of China’s core cities, such as Shanghai and Hongkong. Apart from these two cities, Tomos Watkin Brewery also enters the core cities of United States, such as New York. It is easy to find these cities are the most developed cities in their country and the consumer consumption power of these cities is much higher than others. Apart from these countries that Tomos Watkin Brewery, there are many other countries that is worthy to be entered, such as India, and Russia since these countries have large population and there is huge potential market for the ales of Tomos Watkin Brewery. India and Russia are two countries with the largest population in the world. Russia has the tradition of alcohol drinking and this is favorable for the entry of Tomos Watkin due to exist consumer groups. However, the competition of brewery in Russia is too fierce, therefore Russia is not the best choice. Different from Russia, India’s brewery competition is not that fierce due to the constraints of alcohol drinking at the previous. Besides, its hot weather also becomes an opportunity for the ales consumption in India. Therefore, this report suggests India as the entry market. 

3.Priority country to establish contact
This report has recommended three potential countries for Tomos Watkin Brewery to entry in the former part. However, this report thinks that Indian is the country that should be established with contact at first. The following part of this section is going to explain the reasons of this choice from the analysis of its macro environment using the PESTLE framework. 

4.The PEST analysis of Indian macro environment 
PEST is a useful tool to analysis the macro environment of one organization or one country. P stands for the political condition of the target country. E stands for the economic development condition of the country, such as the GDP, CPI and fluctuation of the inflation rate. S refers to the social condition, such as culture, religions and social values. T refers to the technology development condition in the countries, especially refers to the technology that related to the development of the case industry. ( Mcmanus and Moitra,2007)

From the aspect of politics of India, India is a Federal Republic country. States in India has great and powerful authority, including the authority to influence the economy condition and the authority to influence the political condition of the state (Mcmanus and Moitra,2007). Therefore, if one country wants to enter the market of Indian, it is very necessary to establish a friendly relationship with Indian state’s government and its national government. Besides, India is a country that think highly of democracy therefore if one enterprise wants to enter the Indian market, it also has to respect the democracy of Indian citizens (Chatterjee, 2008). Furthermore, India is also a multi-religion country, which means the respect on tradition of diverse region is also very necessary of entry of foreign enterprises (Chatterjee, 2008). 

Although it seems that the political environment is not that favorable for the entry of Tomos Watkin Brewery, the economic environment of India is an attractive point for the entry of foreign enterprises, such as Tomos Watkin Brewery. According to the data provided by the World bank (2019), the total GDP of the India is $2.61 Trillion and becomes the sixth largest economy in the world. the GDP growth rate of India in 2018 achieves to 7.3% and it forecast that Indian GDP will increase by a stable rate, around 7.5% in the following 3 years, which means India has great potential to witness a sustainable and rapid economy development in these years. Furthermore, this report also calculates the changes of exchange rate between INR and GBP, finding that INR is depreciated compared to GBP. This is favorable for foreign enterprises enter the market since their production cost declines. Additionally, Indian’s agriculture is an essential part of its economy and the agriculture development is favorable for the supplement of the raw materials f to produce ales. Therefore, these factors are very attractive for the entry of Tomos Watkin Brewery. 

Additionally, the population of India is increasing as well. according to the data of World Bank(2019), the population of India in 2017 reaches 1.34 billion and it is regarded as the countries have second largest population in the world. This means that India market is of great potential. Besides, the temperature of India all year round is over 20 °C, which is also favorable for the sales of ales. However, what needs to mentioned is that since India is multi-religion country and drinking alcohol is not allowed in some religion, it is essential to understand the taboo of different religions. 

Finally, Indian has achieved fast and rapid development in the technology these years and this can help traditional enterprise, such as Tomos Watkin Brewery, to improve their efficiency in daily production and delivery. 

From the PEST analysis of India above, it is easy to find that although there are some negative factors that are unfavorable for the entry of Tomos Watkin Brewery, the attractiveness of Indian market is still very large and this report still recommend Tomos Watkin Brewery to enter the Indian market.

5.Brief Review on the potential methods to enter the new market 
Overall speaking, there are three options for enterprises to enter the market, including indirect exporting, direct exporting and foreign direct investment. Direct exporting means that the producer directly sells the products to the importers in the local market. Indirect export means that producer sells their products to the importer through exporter and subsidiary of importer (Holtbrügge and Berning,2018). To be more specifically, there are four methods that used in indirect exporting, including domestic purchasing, piggyback operations, export management company and trading companies. Domestic purchasing means that that enterprises can buy the products in the mother country and then bring the products to the local country to sell them(Holtbrügge and Berning,2018). This method does not enterprises to produce or manufacture the products by themselves. They seem to work as a bridge to transfer others’ product to a different market and sell them. Piggyback operation requirements enterprises to join in other enterprises who has already been familiar with the exporting process. Export management company 	and trading company are both third parties, which means enterprises can pay for their professional knowledge and operation in the exporting(Hessels and erjesen,2010). Apart from direct exporting and indirect exporting, there is also anther way called foreign direct investment. This requires enterprises to set up a new company in the foreign market. Foreign direct investment is the method that cost most compared to indirect exporting and direct exporting, therefore this method is more suitable for the enterprises that have high level of internationalization and are strong in economy condition. 

6.To choose a suitable entry strategy for Tomos Watkin  
From the brief review of the market entry strategy, it is easy to find there is no perfect market entry strategy. Different enterprises in different industries and different development stage suits in different market entry strategies. The choice of the market entry strategy should consider the economy condition of the organizations, the internationalization of the organizations as well as the types of products provided by the organizations. 

As mentioned above, Tomos Watkin Brewery is a famous brewery in Wales and its annual turnover is 10 million. Besides, it owns 69 employees in total. Compared to other beverage company, such as Coco Cola, although Tomos Watkin Brewery also has expanded its market in other cities in the global market, it is still a small size enterprise that at the start stage of its internationalization road. Therefore, for Tomos Watkin Brewery, foreign direct investment is not that suitable for the current stage of Tomos Watkin Brewery. 

Then, it is clear that Tomos Watkin and Brewery should choose the market entry strategy from direct exporting and indirect exporting. Compared to direct exporting, indirect exporting is more suitable for the enterprises that are at the start of the international involvement and enterprises have limited control on the operation of its product in the local market. Furthermore, it is hard for enterprises to establish its own expertise during the process of indirect exporting since it is hard to engage in the operation and marketing of products in the local market. Since Tomos Watkin has entered some other foreign market before, this report thinks that it is necessary for Tomos Watkin to enter the Indian market through direct exporting at current stage. 

7.How to deal with the risk and threat of direct exporting 
The former part of this report has identified that the most appropriate methods for Tomos Watkin to enter the India market is direct exporting. There are four detail method for direct exporting, including setting up domestic exporting department, authorizing foreign distribution and agents, set up sub marketing branches and setting up overseas office. This report suggests Tomos Watkin to establish a sub marketing branches in India. Such action is favorable for enterprise to command of the change of local market and improve the competitiveness of the products provided. Besides, it can help the enterprises to collect the experience of cross-boarder marketing and establish a good corporate reputation. Third, it can better control the distribution and the pricing strategy of the products. However, it also has some disadvantages. First, it has to undertake the expense of salary of employees in the subsidiary. Second, it has to investment more money to open the market for its products and bear the risk of bad product acceptance at the first. 

To deal with the potential risk that Tomos Watkin may face at the process of implement direct exporting strategy, this report has following suggestion.  First, the sub branch should be very familiar with the culture differences and consider such differences in the marketing process. Second, Tomos Watkin should also realize the difference of the consumers preference between the consumers of Wales and India. Third, Tomos Watkin should employee more local employees to help it to learn from the local culture, laws and commercial rules. 
 
8.Conclusion 
This report combines the current performance and internationalization of Tomos Watkin Brewery, one of the famous brewery in Wales, and identify three potential market that Tomos Watkin Brewery can consider to enter as a new market. Indian is select as the prior country that Tomos Watkin Brewery should enter due to its attractive macro environment and huge potential market for the products of Tomos Watkin Brewery. Then, to help Tomos Watkin to find out a suitable market entry strategy, this report reviews various types of market entry strategies and compare their advantages and disadvantages, finally making the conclusion that indirect exporting is more suitable for Tomos Watkin Brewery at current stage. Therefore, this report compares four detail approach used in indirect exporting furtherly and select setting up marketing subsidiary in India is a best choice for Tomos Watkin Brewery. Apart from the making the choice, this report also analysis the potential risk that it might encounter and provide corresponding measures for it to deal with this risk. 
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