Central Problem and Current Strategy

Brooklyn brewery is a craft beer company that started its operation in 1986 in New York, far away from Brooklyn. The name came by rooting their story in the history of Brooklyn as it was known for brewing in the late 19th century. The company started as a local beer and after a short period started to experience growth, sales were going up until eventually there was a change in the competitive environment of the beer marketplace. Competitors started to penetrate the market and capture a piece of market share. With all these changes the company still managed to be at the top 10 craft breweries in the US. However, with the large number of competitors who ranged from small to large dominant firms, customers had more options than before that created a problem to Brooklyn that made them reach to a decision they had to make changes in their corporate strategy to stay competitive and able to operate in this crowded market. The main problem is how to deal with this tough industry that kept changing and what strategies will be more successful to implement. The several strategic options they considered was either upgrading production, broadening distribution, adding new products, investing more in advertising or pursuing other ventures.


Analysis

External: 
The case put so much emphasis on the beer industry which made me choose Porter’s 5 forces to gain a deep understanding of the industry’s environment and how Brooklyn was affected by the development that occurred lately. Threat of new entrants is high because of the low start up cost, it depends on the owner as he can get used equipment and rent another brewery’s capacity. Government also supported those home brewers by eliminating by the 1978 bill eliminating tax which encouraged local startups to get into this industry. They didn’t have to worry about distribution channel, there was around 3000 to 4000 distributors around the country. Bargaining power of buyers was also high as there was no huge difference between different beers, customers switching cost was low, so if the taste of the beer changed or the price increased a little customer will switch to competitor’s product. Buyers can easily know the difference in the prices of the beers as they interact with bartenders. Threat of Substitution is medium and the reason is as mentioned in the case substitute products was cheaper than Brooklyn beer however Brooklyn was considered tastier, so here it will depend on people’s income, if it went up they will keep their loyalty to Brooklyn but if income went down people may start switching to cheaper beer. Rivalry amongst competitors is high because of the crowded market. Dominant players forced distributors to sign equity contract. They were able to lock in long term commodity price deals, and secure top ad placement as well as they efficiently spread across multiple sites to minimize transport costs. Local startups in the other hand promised their customers local fresh beer.  Bargaining power of Supplier is very low since it was not mention that indicates suppliers had no huge impact on local or dominant players in the market.



Internal:
For the internal analysis I focused on the SWOT analysis to be able to understand what the firm’s strength to support it and weakness to find solutions as well as opportunity to take advantage of and threats to avoid. The list Firm’s Strength was the good relationship between the management and employees that helped the business to tackle the challenges it faced during expansion. The transition that occurred when the ownership of the firm was changed to ottaway’s family didn’t effect this relationship. Also at the beginning of their operation they had another division which was the distribution that helped them to gain experience and understand more their competitive environment, who where their direct competitors, there new products and their prices. The company is privately owned so the control of the management was easier to achieve as there is no shareholders who may have different objectives, so the goal of the company was clear. Hired the brew master expert Garret Oliver who helped the company  come with the perfect beer taste. Firm’s weakness is because they are private company, financing was difficult if they need to invest in a new profitable project or put a high budget for an advertisement. In a competitive environment you need to have a huge capital to be able to take actions quickly especially when competitors are developing and growing quickly. Tight budget will create a problem in all aspects of business. The selling of the distribution division was bad as they lost an eye on what competitors where doing, the division was a competitive advantage that they could exploit in addition to this it was a profitable division. Opportunity, Globes second largest beer market was in the US where Brooklyn’s main operation, this gives it a big opportunity to take advantage and increase sales. Macro brewer firms were declining. Spending on beer was rising despite of declined volumes. Beer drinkers were trading up better and high priced beer which was an advantage to Brooklyn as their beer is considered more expensive than other brands. Threat, the dominant 4 players were growing through M&A, some of the actions they took were locking prices and spread across multiple sites to minimize transportation cost and this will reflect on the competitive prices they will charge. Government polices encouraged micro brewers to enter the market. Largest 2 firms controlled 80% of the market.


Strategic alternatives  

Few alternatives available that we need to discuss and know how each of them can impact the company.

1) Adding a new production facility to increase capacity, consolidate brewing in house and eliminate F.X. Matt Brewing cost as a contractor.
2) Selecting the next geographic market to enter, either in the US or overseas 
3) Choosing to invest in traditional TV advertising, to emulate the success of Sam Adams 

The advantage of the first option will be increasing the supply of beer to the market to increase their sales, there will be possibility for capturing more market share. The brand is already well known and considered one of the top 10 brewers in the US, so more production will be an advantage. The disadvantage here is the beer’s quality might get affected as the storage of beer will affect freshness, beer will be exposed to heat and sun and that might create a problem for Brooklyn consumer since they pay the high price for the quality of Brooklyn beer.

The second option will help Brooklyn to expand more and penetrate to other markets to share a piece of it. In this way Brooklyn will be able diversify their customer base if they want to expand more. Drawbacks here will be the well established competitors that Brooklyn might suffer competing with as they are new to the market.

The third option which is investing traditional TV advertising, the benefit here is it will read to a wide targeted audience, and try to fight competition. The drawback here will be the high cost at the company as it’s a private company and the funding for TV advertisement will be difficult



Recommendation

I find that that the benefits of entering new market in the USA or overseas will be the best option to choose as it will be a direct way for growth and a healthy expansion, gain experience in different markets attract new customer base. They could test the market before taking risk and entering new markets. The decline in sales could be solved by offering the product in new markets and raising sales. Competitors in this market was an issue when penetrating new markets competitors will be different and there is a chance that they can handle the new competition. 

Short-Term:
Start by selling small quantity of craft beer to the new markets they are planning to enter, in this way they will avoid too much spending and at the same time they will be able to see how the market will react to the new product. Let the people be aware of the new product through  social media and free samples and interactions with consumer.



Mid-Term
Look for brewery excess capacity to rent and get used or rent equipment for a short period, invest heavily in advertisement to increase people’s awareness and make sure the product is found in on premise and off premise more frequently 


Long-term
[bookmark: _GoBack]If there was high demand in the product after testing the new market, then it will be a good idea to open a factory and deal with a well known distributor who will be able to promote the beer well. This will require a huge capital investment so planning it will is very important to avoid failure. 
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