Report for Global marketing strategy Assignment 1 2019 –

EVALUATION OF MARKET ENTRY OPTIONS
[image: Crest of TSD.png]

March 2019


MODULE NAME:	GLOBAL MARKETING STRATEGY
NAME:				QIANG CHEN
STUDENT NUMBER:		1804532


Content
	2
	3
	3
	3
	3
	3
	3
	4
	5
	5
	5
	6
	6
	7
	7
	7
	8



[bookmark: _Toc24518_WPSOffice_Level1][bookmark: _GoBack]1.0 introduction 
The trend of globalization is unstoppable. In the nowadays, more and more companies are on the road to internationalization. With the liberalization of international trade and the increasing trend of world economic integration, Expansion in overseas markets has become an important way for beer brands to develop economies of scale and avoiding excessive competition risk in the domestic market.
Tomos Watkins is a hand brewer in Swansea that has been successful in Wales even the UK. They realized that the international market would be a very potential market. Tomos Watkins has exported its products to foreign markets such as Hong Kong and Spain and has also achieved success. This report mainly uses the international market entry strategy theory and global marketing strategy to study the actual case of Tomos Watkins. Through PEST analysis of the macro environment of the target market, it is finally determined whether Tomos Watkins can enter the target market and whether it is beneficial to the development of Tomos Watkins. At the same time, after determining the target market, the entry mode that best suits Tomos Watkins is determined according to international entry theory and global marketing strategy.
[bookmark: _Toc24436_WPSOffice_Level1]2.0 Target market analysis
[bookmark: _Toc24436_WPSOffice_Level2]2.1 Selection principle 
Although Tomos Watkins has experience in expanding the market, Tomos Watkins is still in the early stages of internationalization because they have only exported two markets. Tomos Watkins faces a number of alternative markets, the market proximity standards can undoubtedly be considered an important criterion for overseas market selection. 
Tomos Watkins can choose those market expansions that are similar to the UK market economy, so that it can easily imitate mature marketing strategies and easily find similar consumer groups. Choosing the countries that have smaller distance in geography,culture,psychological,which can make the entry risk lower.

[bookmark: _Toc30982_WPSOffice_Level2]2.2 Target market 
First, according to the principle of proximity, the author chose Europe and North America as the target market. For Tomos Watkins, who has little experience in international expansion, the first thing to consider is the difficulty and risk of entering the new market. A company enter a new market, that need to consider whether the culture and strategy of the company can adapt to the local. For companies that lack expanded experience, choosing a country with a small cultural gap can reduce the difficulty of entry. 
The simplest culture that can be screened is the language.So Tomos Watkins can choose the US and Canada as the target market.

[bookmark: _Toc654_WPSOffice_Level2]2.3 Macro environment analysis on PEST  
[bookmark: _Toc24436_WPSOffice_Level3]2.3.1 Political Factors 
The Canadian beer industry is very developed and is well suited for Tomos Watkins. But special attention needs to be paid to the impact of Canadian government policies on economic operations. Due to the sparsely populated areas of Canada, the level of government involvement in infrastructure development is quite high. The survey found that Canadian beer Excise Duty Rates are rising every year. In specific areas of Canada, such as British Columbia, the local government supports the beer industry, Coralee Oakes (2015), Minister Responsible for Liquor believes that government is getting out of the way so that the liquor industry can generate local jobs, create unique products for Consumers and stimulate BC's economy. 
At the same time, in the United States, because of the taxation of aluminum in the United States, this has reduced the income of beer companies in the United States(Economic Policy Institute, 2019).

[bookmark: _Toc30982_WPSOffice_Level3]2.3.2 Economic Factors 
The most common economic measures are GDP, GNI, personal consumption expenditure, consumer price index, population, national Land area, age characteristics, etc., in order to infer market size and predict future consumption trends.
Canada is not only one of the richest countries in the world, but also one of the top ten trading nations. According to the World Bank open data(World Bank, 2019), the growth of Canada's GDP and GNI has increased since 2015, which provides a good economic environment for Tomos Watkins. But at the same time, Canada's economy is very dependent on the United States. If there is a slight change in the United States, it may affect Canada. This is one of the hidden dangers of the Canadian market.
The US economy is much better than Canada, which is good for business development, but it also attracts more companies to enter the US market. This may bring a lot of competitive pressure to Tomos Watkins.

[bookmark: _Toc654_WPSOffice_Level3]2.3.3 Social Factors 
The British tradition of Canada has led to the development of Europeanization. People are proud of their cultural identity, old traditions and different languages. The small ethnic groups adhere to their own cultural traditions. Canada's ethnic and cultural diversity is more relevant than the United States(Johansson, 2003).
Canada ranks among the top ten in the world in terms of quality of life, citizenship, entrepreneurship and openness to business. It is also ranked as the best quality of life in the world(U.S.News, 2019). This shows that Canada's trade regulations and infrastructure are complete, the domestic political situation is stable, fiscal policy is sound, and economic policies are continuous. These are all attractive to the business.
Canadians have high requirements for product quality and strive to maintain their credibility when operating a business. Canadian consumers have strong spending power. By choosing to enter the Canadian market, it is easier to find a target customer group that is in line with the company's positioning. It is easier to grasp the consumer psychology and demand. The successful marketing strategies and products in the UK can be transplanted or slightly changed into the Canadian market. The challenge to the business is not too difficult.
According to the Hofstede cultural dimension, the cultural gap between the three countries is not large. This result is predictable because of the choice of English-speaking countries.


[image: ]

Chart-1 Comparison of Hofstede's cultural dimensions
(Source:Hofstede Insights,2019)

[bookmark: _Toc31346_WPSOffice_Level3]2.3.4 Technology Factors 
Canada is a technologically advanced country and relies heavily on technology. In the developed beer industry, the use of technology is also very much. Developed technology can provide Tomos Watkins with a complete infrastructure. Technology can guarantee that Tomos Watkins will remain competitive in the Canadian market.
The United States is also a country with developed technology. But the United States has strong competitors, such as Budweiser, Coors Light. These brands are very mature in technology and are very advanced in marketing. At the same time, the US craft beer market is showing a trend of miniaturization and localization. The microbrewery brand and the brewpub contributed 76% of the total craft sales growth(Brewers Association, 2019). This is very unfavorable for Tomos Watkins.


[bookmark: _Toc31346_WPSOffice_Level2]2.4 Analysis result 
Through PEST analysis, the author believes that Tomos Watkins should choose a country with less challenges and risks in the early stage of international expansion. Compared with the United States, Canada is more suitable for Tomos Watkins which is lacking market expansion. The following report will mainly analyze the Canadian beer market environment.

[bookmark: _Toc30982_WPSOffice_Level1]3.0 Choice of international market entry mode 
For the target market that has already been selected, Tomos Watkins' entry mode is critical, and a good entry mode can  gain high returns.
In the choice of entry mode, Tomos Watkins can choose Franchising, Joint ventures, Business alliance, direct and indirect exports(Pan＆Tse,2000). According to the internal and external environment analysis, the most suitable choice for Tomos Watkins can be obtained.

[bookmark: _Toc20417_WPSOffice_Level2]3.1 External factor analysis 
External factors including market, political, economic, cultural, and trade barriers, these may affect Tomos Watkins' choice of entry models for overseas markets. If the market size of the target country is small, or the market competition is fierce, or the political situation of the target country is unstable, resulting in the risk of asset being confiscated, then the company will be cautious about the entry mode of high cost and high control; In large countries, management is concerned about the ability to manage operations there, and huge cultural differences can increase the cost of information acquisition. Therefore, countries with large cultural gaps should enter non-capital investment. For companies that operate in a target country close to their own culture, they will feel more confident and willing to adopt a high-cost entry model.
Canada has a large market size and an excellent investment environment.It has a stable economy and politics.Residents have a high income level and stable consumption habits, and the country's investment policy is free and relaxed. The cultural psychological gap between Canada and the UK is small.
The Canadian beer market is mature and competitive, which will limit high-investment entry. However, the competitiveness of the Canadian beer market is mainly from some Canadian domestic beer companies, and the Canadian beer industry is mainly inherited from the British beer industry. Due to the size of Canada's population and market size, Canada's beer industry is generally small, so the competitiveness of the Canadian domestic beer industry is much weaker than Tomos Watkins. Tomos Watkins has achieved success in the fierce competition in the UK and has accumulated a lot of experience and strategy. Whether it is market size, competitive intensity or export policy, it is beneficial to Tomos Watkins' foreign investment. So Tomos Watkins can choose the most appropriate entry mode based on internal needs.



[bookmark: _Toc27022_WPSOffice_Level2]3.2 Internal environment analysis 
The scale, concept, resources and international experience of the company all influence the choice of the entry mode of the beer overseas market. The more resources a beer company has, the more access patterns it can choose. On the contrary, the companies with limited resources have to choose the entry mode what requires a small amount of resources.Therefore, the size of the company is a key factor in the choice of entry mode.
From the corporate characteristics and industry characteristics of Tomos Watkins, the beer industry is a light industry, and Tomos Watkins sells beer itself. Preventing the development of competitors because of skills leaks,and remaining competitive. Franchising, joint ventures, and business alliances may lead to the development of potential competitors.
So Tomos Watkins' approach to overseas market entry should be more inclined to choose a highly controlled mode to prevent professional skills from being imitated. The main reason for Tomos Watkins' success in the UK market is because of their excellent products, in order to maintain a competitive position, the company must pay great attention to protecting their resources.
Tomos Watkins can use the most controlled direct investment as the primary entry mode. Tomos Watkins has abundant resources, large scale and differentiated products. These advantages can support its entry in a high-input and high-control mode. But Tomos Watkins lacks international experience so that the company needs to carefully consider whether it can cope with the risks of direct investment.
[bookmark: _Toc7400_WPSOffice_Level2]3.3 Risk of direct investment
If Tomos Watkins chooses to invest directly, then it is necessary to circumvent the risks of this investment mode. From the perspective of overall instability risk, if this risk occurs, it will have the greatest impact on direct investment, because direct investment has the highest capital investment, and the risk is also the biggest(Luo,2001). Canada is a politically and socially stable country with less risk of overall instability.
From the perspective of operational risk, franchising, joint ventures, and business alliances are likely to cultivate potential competitors.This is a potentially major threat to the company. Their operational risk is higher than direct investment.
[bookmark: _Toc22219_WPSOffice_Level2]3.4 Entry mode evaluation 
Through analysis, direct investment is the entry mode that the author believes is most suitable for Tomos Watkins. Other entry modes are excluded by predicting risk.
There are two options for direct investment, Greenfield and cross-border merger & acquisition. From the perspective of control, direct investment can achieve high control, which is most conducive to layout and long-term development according to the company's strategy and planning(Franklin,2005). From the perspective of market share, mergers and acquisitions in direct investment can gain market power and occupy market share. If the acquisition target is a competitor in the same industry, then this acquisition can help Tomos Watkins reduce a competitor, helping Tomos Watkins gain more market share, increasing market share, enhancing the company's control over the market environment and long-term gains. 

[bookmark: _Toc654_WPSOffice_Level1]4.0 conclusion 
Tomos Watkins' international market entry strategy involves many aspects of research, from the choice of overseas markets and the choice of entry mode, the formulation of strategies is a systematic and complex process. All decisions in this process are based on the internal environment and external environment analysis of the company. This report concludes the analysis of the internal and external environment of Tomos Watkins. 
1) Based on the actual situation in Canada, and based on PEST analysis, the Canadian market is suitable for Tomos Watkins to enter. 
2) The choice of entry mode is also the result of comprehensive consideration of the internal and external environment of the enterprise. In order to gain a competitive advantage in the mature Canadian market, while protecting Tomos Watkins' expertise, such as brewing technology, marketing technology, etc., companies should adopt the most controlled cross-border M&A approach. The company's scale of operations and financial capabilities can also support this type of entry mode.
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