Running head: CARLSBERG IN EMERGING MARKET CASE STUDY		1

1




Carlsberg in Emerging Market Case Study



Name
Institutional Affiliations
Professor 
Date












Carlsberg in Emerging Market
The five largest breweries in the world, i.e., InBev, SABMiller, Anheuser-Busch, Heineken, and Carlsberg, controlled the beer market in 2007. Due to changes in beer drinking behaviour, and increased production costs, the numbers of breweries continuously declined. Also, the growing health awareness and increased competition between wine and spirits in European and American markets caused the decline. The booming markets for Eastern Europe and Asian beer lead to the need for market expansion and penetration looking for economies of scale. Acquisition and joint ventures with local firms were the preferred entry modes for the foreign markets, thanks to local brands, distribution networks, and knowledge of the local market.
Carlsberg Background
Originally from Copenhagen, Denmark, Carlsberg sells beer in more than 150 countries currently and is the fifth-largest brewing company in the world.   Carlsberg intends to be the first consumers' option through increasing profitability and geographical region in an increasingly consolidated global industry. In the context of a single comprehensive strategy, the company has invested in the Chinese and Russian markets: to succeed in the long term in Asia, maintaining high returns from Eastern Europe. Although its vision for geographical expansion was too narrower due to low interest in the African countries, Carlsberg has become a global company by entering these two emerging markets, which grows by understanding the characteristics of each of the markets in which it operates.
Carlsberg didn't do this well in 2000 and was thought of as an assumption for larger breweries. Consequently, it merged into Carlsberg Breweries with Norwegian Orkla ASA. 60% were owned by Carlsberg and 40% by Orkla and 50 percent by BHH. In 2004, however, Carlsberg purchased Orkla for debt from the merger. Carlsberg's main shareholder is the 51% shareholder of the Carlsberg Foundation, which prevented acquisition capital and prohibited mergers with foreign breweries. However, In 2007, Orkla bought back its shares, making the foundation to own 25% of Carlsberg.
Additionally, in 2008 Carlsberg became the fifth largest brewery company in the world in terms of volume production. In the same year, Carlsberg and Heineken acquired a  Scottish& Newcastle, the largest UK brewery company. The acquisition gave Heineken the control while   Carlsberg obtained the rest 50% of the BHH. 
Entering China and Russia
The Western European markets made the most significant Carlsbergs revenues of 66% in 2007. They became an area with comparatively small projected economic growth prospects of 2.5% per annum as opposed to 8% in China. Therefore, Carlsberg needed to establish a policy that would enable a reliable, long-term, and short-term global objective. Thus, the company decided to invest in the Asian and East European markets in China and Russia as significant players in growth. 
The majority of international brewing companies joined the business by purchasing regional brand shares in the eastern part of the world where sales prices were higher. Thus, starting in the West meant sells cheaper companies in five to 10 years without anticipating national sales, but it also said rising in a world where market trust is vital.The entry to Russia, by contrast, was a quick-growth decision. Russia already had Carlsberg's required infrastructure for prosperity in the market. Carlsberg was a market leader with the acquisition of the Baltic Beverages Holding (BBH). BBH used a system for distributing foreign brands, e.g., Carlsberg Pilsner and Tubourg, to introduce them in the Russian market. Carlsberg generated substantial revenue, later representing approximately 75% of the sales in Eastern Europe in 2015, due to its low costs to start operations within the country and the synergetic benefits that emerged from BBH's distribution planning.
Carlsberg's Globalization
The industrialization strategy of Carlsberg intended to concentrate all the company's efforts on three different regions: Western Europe, which accounted for 2/3 of the company's sales in 2007, Eastern Europe, and Asia, which was the main target of long-term development. Though the Carlsberg strategy worked, it is assumed that Carlsberg was incapable of becoming a truly global company. The basis of this argument is on the assumption that other big breweries had lost their markets in North and South America and that African markets were not remarkably attractive(Gammelgaard&Dörrenbächer, 2013). That could be the case, but overall generalization still exists. Like Asia, investing in African, e.g., South Africa, which is an emerging economy, may well be fruitful. While the investment is likely to be similar to that in China, Carlsberg could establish a further market where they would surpass the other companies.
Brand Management for Next Steps
Carlsberg is a well-established company that benefits from global operations in three distinct regions. However, the company can not develop a standardized product to benefit as one of the significant competitive advantages. Instead, it is focused on local preference to build a consumer relationship. For example, China has high entry barriers to a challenging market. It can be helpful for Carlsberg to comprehend the country not only as a sales target but also as a production centre. Often, the Chinese Government creates protection rules which make it difficult for foreign companies in the country to prosper. Carlsberg expects to make beers sold in China from as many local resources as possible, at every level of the value chain, from the raw materials to the workforce. It can be useful to prove that the company creates an economic impact in many ways, e.g., by creating jobs, developing a beneficial relationship with the Government, and also promoting the brand between customers who tend to value the products produced in their countries more.
The decision by Carlsberg to join both China and Russia was an effective strategy for using emerging economies as global businesses to invest. While every country represents a series of opportunities and dangers, Carlsberg is invited to overcome its assumed failure to be global and to expand markets across Europe. The company is invited to the synergies that emerged at the company level, i.e., to invest resources for developing the Chinese market based on the financial stability that Russia's high returns made possible.
Conclusion
Investment in Chinese and Russian markets contributes to Carlsberg's long-term success in Asia while retaining high Eastern Europe returns. Although her perspective on geographic expansion was too small because of low interest in African countries, by entering these two emerging markets, Carlsberg has become a global company. The Carlsberg industrialization strategy was intended to concentrate its entire effort in three different regions: Western Europe, Eastern Europe, and Asia. Although investments in China will probably be similar, Carlsberg could set up another market in which it would top the other company.Finally, Carlsberg's decision to join China and Russia was an effective strategy to use emerging economies as global investors.
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