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[bookmark: _Toc33822506]1.0 Introduction
In 2015, Heinz and Kraft merged into the world's five largest food and beverage companies, with operations in more than 190 countries. The initial goal of the merger was to increase the profits of the two companies (Forbes, 2015). Before the merger, Heinz was a leading distributor specializing in source, ingredients, snacks and nutritious foods, and its brand products include Heinz ketchup and weight loss instrument. About Kraft company, which specializes in consumer-packaged food and beverage, brand purchases Kraft biscuits, Maxwell coffee, Philadelphia butter, so on and so forth. (CNN, 2015)

Methods to make a profit include cutting costs and making a profit after the merger. After the merger, Kraft Heinze (KHC) has been focusing on cost cutting, ignoring the timely response to market changes, so in addition to the growth in the second year after the merger, the stock price has been in a downward state. Finally, its shareholder wealth growth cannot be achieved (Reuters, 2019). With the continuous improvement of consumers' quality of life, consumers are more and more inclined to buy healthy and organic food, Heinz Kraft food has been challenged.
[image: ]
[bookmark: _GoBack]Figure 1. The stock price of the Kraft Heinz Company after the merger (source: (Yahoo Finance, 2019))
[bookmark: _Toc33822507]2.0 Project justification 
[bookmark: _Toc33822508]2.1 Aim 
The main purpose of this study is to study the key factors that affect the decline of KHC's stock price.

Objectives 
·Consider external competitors and study the difficulty of entering the industry.
·Determine the possible problems of the company's strategy.
·Study the influence of national policy on KHC.  
·To undertake an internal SWOT analysis of KHC

[bookmark: _Toc33822509]2.2 Rational
This project is necessary, although positive cost saving measures did play a role in the year after the merger. However, since the second year of the merger, the stock price of KHC has continued to fall to this day. It cannot achieve the original purpose after the merger, and the wealth of shareholders cannot be increased. This also means that the strategy implemented by the company has problems. Therefore, it is necessary to find out the core problems of the company and change the existing wrong business strategy.

At present, the company attaches importance to cost saving strategy, but ignores the importance of product innovation. Food industry has low barriers to entry, low cost and low technology content, and a huge number of potential competitors are easy to enter the industry. First, when the price and quality of the two products are not significantly different, consumers will choose the packaged product. In addition, more and more consumers are turning to healthy and organic products, and the company has not responded to this phenomenon in time (Poinski, 2019). In this market environment, the company cannot blindly implement the cost saving strategy. But make certain changes in products to keep close to the market.

















[bookmark: _Toc33822510]3.0 Business Case and Project Approach
[bookmark: _Toc33822511]3.1 Benefits to the Organization
For a long time, KHC has been focusing on cost reduction strategy, ignoring the market response leading to its merger. After the merger, except the second year after the merger, its share price has been in a downward trend. The implementation of the project can help companies see the current market environment - it is not only challenged by non-processed food products, but also the growing brand of low-cost retailers. The project helps the company develop appropriate strategies in the current market environment (BBC News, 2019). In addition, the successful implementation of the project can even help the company achieve the initial goal of the merger - to increase the wealth of shareholders.
With the improvement of living standards, People's demand for processed food is declining, while non processed food is greatly praised by consumers. People begin to pay attention to organic health products. People's demand for processed food is decreasing, and the demand for non-processed food is increasing. This is a new opportunity for the food industry.

KHC SWOT:
SWOT is an analysis method, which consists of four elements: advantages, disadvantages, opportunities and threats. Enterprises usually use these four elements to determine their own competitive advantages, disadvantages, opportunities and threats, to organically combine the company's strategy with the company's internal resources and external environment (Parsons, 2018)

Strengths
After the merger of Heinz and Kraft, a synergy effect occurred, and the products of Heinz and Kraft are complementary. As a result, KHC can use complementary resources to develop new categories, such as cheese (MarketWatch, 2017).
Both Heinz and Kraft have strong brand advantages in the industry, which is easy to build up consumer confidence in the brand, so it is conducive to improving consumer loyalty. After the merger, KHC has become one of the fifth largest food and beverage enterprises in the world, with products in more than 190 countries (Value Line, 2014). 

Weaknesses:
The cost of Kraft Heinz is high. For example, the company spent a lot of unnecessary costs on inventory. Due to the high time of sales, the inventory of Kraft Heinz increased. In addition, most of the company's property is leased, so he needs to pay a lot of rent, which will increase the cost. As employees continue to leave and join, it spends more money on training and development (Williamson,2018).
KHC has a high workload per worker, which puts workers under psychological pressure. In recent years, many competitive and qualified employees choose to leave the company, which may mean that the company lacks excellent talents in the next few years. In addition, KHC's labor force is mainly concentrated in local workers, and the lack of diversity makes it difficult for employees from different ethnic backgrounds to adapt to the workplace, leading to brain drain (Williamson,2018).

Opportunities: 
There is a new trend in the e-commerce industry, the number of Internet users in the world has increased, resulting in many people shopping online now. This means that Kraft Heinz can expand its online business by, for example, opening and selling online stores to earn revenue (Bhasin,2019).

Nowadays, the increasing awareness of global health leads to the increasing demand for nutrition and fat free food. Kraft Heinz is committed to raising people's awareness of health and using various nutritious foods in adults and infants. The company should further expand its product portfolio to include more nutritional products. In addition, the growing baby food market is also a huge opportunity for Kraft Heinz (Bhasin,2019).

Threats
With the improvement of living standards, people are more inclined to buy healthy organic products, and the demand for processed food is decreasing. Consumers are paying attention to organic health products. The demand for processed foods is decreasing, and the demand for non-processed foods is increasing. For a long time, KHC has focused on cost reduction strategies and ignored the market reaction that led to the merger. The company is challenged by non-processed food (BBC News, 2019).

[bookmark: _Toc33822512]Each country has its own legal provisions. KHC operates in more than 190 countries, so it needs to understand and adapt to the rules and regulations of different countries (Williamson,2018).

3.2 Background literatures

With the continuous improvement of the quality of life and the transformation of the food and beverage industry, consumers now prefer to buy healthy and green products, such as functional drinks, plant-based meat. In addition, most companies will maintain a sustainable development attitude with the earth in product packaging and production (Poinski, 2019). In 2015, KHC merged into one of the world's largest food giants, increasing Kraft's food inventory by 35% (Fleury, 2015). The merged company quickly began to reduce the expenses after the merger in order to increase profits. Kraft Heinz even hopes another deal will lead to greater savings (CNN,2019). The merger of KHC creates synergies. Before the merger, although the two companies operated in the same industry, there was almost no overlap in distribution. The business categories of the combined company are very diverse and new categories (e.g. cheese) have been developed by using complementary resources (MarketWatch, 2017). After the merger, KHC is very focused on cost reduction strategies to increase profits. KHC's share price fell to a record low as challenges to unprocessed food and low-cost retailers increased. (BBC, 2019) But forget to focus on the product itself. As a result, its share price has been falling. According to KHC's five forces model, there are many low-cost retailers in the industry due to fierce competition and small product differences (Reuters, 2019). Demand for processed food has declined as people become more inclined to healthy food, analysts explained. Hans Kraft ignored market demand in the fierce war, and his wrong strategic choice put him at a disadvantage (CNN, 2019). KHC's sales fell into a downturn, its share price fell to a record low, and its shareholders' net income fell by more than 51% (Naidu, 2019).

KHC reported a loss of $10.2 billion in 2018 due to signs that consumer demand for its processed food is weakening. Analysts pointed out that the food company failed to invest in its brand portfolio and stressed that cost cutting was the cause of its difficulties (BBC,2019). In 2019, KHC announced a loss of $12.6 billion. The food giant cut its dividend by 36% and announced plans to sell its brand. S & P global ratings downgraded KHC and downgraded it in the next two years. The company's BBB credit rating is only two levels higher than the junk rating (CNN,2019). KHC shares fell to a record low. CNBC also stopped selling its Breakstone brand of sour cream, cheese and plasma baby food, and put aside potential sales of its ORE- Ida frozen potato business, CNBC reported (Hircsh,2019).

[bookmark: _Toc33822513]3.3 Potential risks
Primary data cannot be obtained directly because there are various problems in primary data collection, such as cost, time and location. （Alison Wolf, 2016）

The disadvantages of secondary research are low relevance, timeliness and reliability. Therefore, the secondary data collected in this report is not very accurate (McNeill,2005).














[bookmark: _Toc33822514]4.0 Research Methodology 
[bookmark: _Toc33822515]4.1 Primary Research 
Primary research is information obtained through contact with the market or people or experts. Methods include observation, qualitative investigation and quantitative investigation. The advantage of primary data is its timeliness. On the contrary, its disadvantage is that it costs a lot to use primary research, such as time cost and personnel cost (McNeill,2005). As the primary research investigation costs too much, this report does not adopt the primary investigation method.

[bookmark: _Toc33822516]4.2 Secondary Research 
Secondary research refers to the process of searching and studying the materials related to research projects. Some of these materials have been published and collected by others. Usually local newspapers, periodicals, magazines, radio and television stations are important sources of data for secondary research. There are three advantages to using secondary research. First, secondary data is generally easier to obtain. Second, the cost of secondary data is much lower than that of primary data. Third, secondary data can be obtained quickly, while collecting primary data can take months. On the contrary, the disadvantages of secondary research are low relevance, timeliness and reliability (McNeill,2005).

The secondary research method is used in this paper. This paper reviews the methods and measures of information system integration in the field of M & A. Through the school library, we can collect the relevant documents and data of the company; and through the BBC, local newspapers, we can get the internal changes of the company to get a more comprehensive understanding of the problem. Finally, find out the core problem of the decline of the company's stock price, analyze the data and give the solution.





















[bookmark: _Toc33822517]5.0 Project Plan
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This report is divided into two steps. First, plan the steps and collect information. Secondly, complete the final report and give opinions. After identifying the company's problems, we collected the data. The school library / website, BBC news, the company's official website became the main source of literature for this report. Next, determine the research methods and report structure. Analyze the internal and external environment of KHC by using SWOT. Then the secondary research becomes the main analysis method to find and analyze the problem. Finally, the conclusion is summarized, the suggestion is given, and the summary is completed.
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