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Conclusion: 
The most important competitive advantage that South Africa Breweries (SAB) must develop in its international expansion is its distribution network and customer segmentation. The two strategic initiatives SAB should undertake to insure that the above competitive advantage is fully realized are as follows:  strategy of using joint ventures in mature international markets and the strategy of acquiring breweries that lack capital investment and management in new growth international markets.
Analysis: 
SAB’s first strategy is to go into joint ventures in mature international markets just like it did when it entered Tanzania. The first step would be to improve production efficiencies and automate production and packaging processes. Secondly, SAB would establish relationships and create efficient distribution chains. Since the company has a strong competitive advantage in distribution networks and customer segmentation, SAB would quickly use its information system to track beer production through the entire chain. After this, customers will be segmented into various categories. This would allow the company to create custom product mix, stock volumes and delivery times and their frequencies. The segmentation would give SAB the information relating to the consumption and changing demand trends. The company would leverage information on customer preferences and use it to introduce its global brands or new products like non-beer alcoholic alternatives. SAB used this information to produce Solanti’s Spice for example, a very successful brand in the alcoholic fruit beverages. Solanti’s Spice sold so well and achieved a 10 % market share in just 3 months. The distribution network and customer segmentation is a competitive advantage that SAB should capitalize on.
SAB’s second strategy is to acquire breweries that lack capital investment and management in new growth international markets. SAB should also use its strategy of operational excellence that it formulated years ago. The goal would be to bring affordable beer to the consumer through efficient means of beer production and distribution. As a domestic strategy, the company invested heavily in its production facilities and had the best technology in its breweries; it automated beer production and packaging. The company achieved the world’s highest beer EBITDA Margin of 37.6% (Exhibit 4). This strategy was successful when SAB entered Tanzania, therefore it could be applied in other markets. The company would bring in second hand equipment from other areas, South Africa for eaxample. It would train the existing and new employees to better and speed up production and packaging processes. Any haphazard way of brewing or distribution would be corrected immediately. The real cost of beer production would be lowered each year which would be a competitive advantage. Just as the malfunctioning distribution network in Tanzania was reduced from 1000 to 150, the same model will be used to improve the distribution networks in the international markets. Distributors would be required to maintain a certain mix of quantity and stock and also meet high quality of customer service. The company would brand its products, resurrect the old known brands and introduce new and global ones. Customers would be segmented and efficient distribution networks put in place.
The first strategy is not a big challenge for SAB as it has strength in distribution network and customer segmentation, a key competitive advantage in the industry. The second strategy was a success when it was implemented in Tanzania. Both strategies will strengthen the company’s competitive advantage overall.
Analysis of the strategy of SA Breweries
	Strategy
	Effectiveness

	· “SAB formulated a strategy of operational excellence”. 
The goal was to bring affordable beer to the consumer through efficient means of beer production and distribution.
	-The company invested heavily in its production facilities and had the best technology in its breweries automating beer production and packaging. It achieved the world’s highest beer EBITDA Margin of 37.6% (Exhibit 4) 

	· SAB’s objective was “to be among the top five brewers in the world in every operational measure. 
	“As a result of the improvements, the company was among the world’s most efficient brewers.” SAB achieved its objective of being a top brewer.

	· “…lower the real cost of beer each year for over twenty years” 
SAB had a lower cost strategy which was a competitive advantage. 
	“From the late 1970s to the 1990s, the real price of SAB’s beer had fallen by half.”
The company lowered its cost significantly over that time 

	· Invested 5% of its annual payroll on workers training in order to improve the skill level of the workforce. SAB built a Training Institute outside Johannesburg.
	The company had the highest employee training days in the industry. This was a key competitive advantage across many industries not just in the beer industry.

	· SAB put its customers in segments through its distribution strategy. This was a key competitive advantage in the industry.
	‘This customer segmentation strategy gave SAB information on changing demand trends and consumption patterns for its products…” got ahead of the competition.

	· The company developed an information system to track beer through the whole chain from brewery to retail outlet.
	SAB got to know the time it took a shipment to get to its destination and the driver delivering the shipment; helped shorten the delivery time. 

	· SAB created a reliable and efficient distribution network by assisting its former employees to become distributors. 
	“The company’s distribution network efficiency drove its delivery time down to seven days, a cycle faster than that of any of its domestic competitors.” Again, they beat the competition.

	· The company had emphasis on product quality and freshness.
	“The faster cycle time reinforced the company’s emphasis on product quality and freshness…”
SAB beat all its competitors with the fastest time 

	· Went into joint venture partnership with the government of Tanzania.
	SAB was very successful in Tanzania; “...it was able to turn the troubled Tanzanian Breweries into a market leader. 

	· Launched a marketing branding  strategy 
	Introduced Kilimanjaro Larger and resurrected the Safari Larger

	· Set a goal of being in the top three global brewers through expansion  

	Went into Swaziland and Lesotho but could not go abroad because of apartheid. SAB eventually entered Tanzania.


Key Success Factors (KSFs) of the industry by company
	SAB
· The company’s distribution networks were a key competitive advantage in the industry.
-  Other companies like Coca-cola and Heineken used SAB’s distribution network instead of establishing their own. 

· Customer segmentation was also a key competitive advantage in the industry. It enabled SAB to get information on changing demand trends and consumption patterns for its products.  The company had valuable information enabling them to get ahead of the competition. 

· Ability to leverage information on customer preferences and use it to introduce non-beer alcoholic alternatives. The information was used to produce Solanti’s Spice, a very successful brand in the alcoholic fruit beverages

· Aggressive investment in employee training in order to improve the skill level of the workforce, SAB had the highest employee training days in the industry. This was a key competitive advantage across many industries not just in the beer industry.

· Low cost structure, SAB had cut its cost of beer production by half between the 1970s to 1990s

· Branding of products; SAB launched a marketing branding strategy; introduced Kilimanjaro Larger and resurrected the Safari Larger in Tanzania.

· Establishing distribution networks and forming relationships with distributors

· Going into a joint venture and forming successful partnerships

· Successful new product introductions; e.g. Solanti’s Spice  

· Gaining new market share; e.g. SAB was on track to capture 10% market share in alcoholic fruit beverages market 

	Guinness
· East African Brewers had 96% market share in Kenya

· Well known for its aggressive marketing, spent about 10% of its net revenue on marketing to gain its market share.

· Guinness had a well-known brand in Tanzania and Kenya, Tusker Larger.

	Heineken
· The company had aggressive marketing techniques; approximately 12% of its net revenue was spent on marketing.

· It was also known for premium pricing

· The company had small but consistent sales in Tanzania




Analysis of the competitive advantages SAB is going to focus on in the new international market
	SAB is going to focus on the following as it enters international markets:
·  Continue its strategy of “operational excellence”. The goal would be to bring affordable beer to the consumer through efficient means of beer production and distribution is key to success.

· Lower the real cost of beer year over year like they did in South Africa to establish a low cost structure

· Form distribution networks, a key competitive advantage in the industry. The company will have to establish its own networks on improve the existing ones.

· Segment customers, a key competitive advantage in the industry. It enabled SAB to get information on changing demand trends and consumption patterns for its product.  The company had valuable information enabling them to get ahead of the competition. 

· Leverage information on customer preferences and use it to introduce non-beer alcoholic alternatives. The information was used to produce Solanti’s Spice, a very successful brand in the alcoholic fruit beverages

· Invest in workers training in order to improve the skill level of the workforce. Build a Training Institute like the one outside of Johannesburg or send the employees for training in Johannesburg.

· Brand products like they did in Tanzania; introduced Kilimanjaro Larger and resurrected the Safari Larger. 

· Establish distribution networks and form relationships with distributors.

· Go into a joint venture and form successful partnerships like in Tanzania.

· Acquire local breweries, make them more efficient and expand them, also build new ones

·  Put emphasis on product quality and freshness











Two strategic initiatives that will enhance the maximization of the competitive advantage 
	Strategy 1
-SAB will use a strategy of joint ventures to enter mature international markets. They will also implement the strategy of “operational excellence”. The company will improve production, distribution and marketing efficiencies in the mature international market.
· Description of the initiatives
-SAB will go into partnerships with local companies, improve the distribution chain and segment customers 
	 
· Projects objective
-The goal would be to bring affordable beer to the consumer through efficient means of beer production and distribution is key to success.

· Steps to be executed
-Improve production: train personnel, bring personnel from South Africa to train the personnel in the new market 

-Bring in efficient equipment to automate some production and packaging processes.

-Reduce the size of the workforce,  form lean processes to cut all unnecessary costs. 

-Form relationships with distributors and create more efficient distribution networks.

-Segment customers, track their consumption prefererences.

-Capitalize on brand awareness, resurrect the existing brands and introduce global ones.

- Take advantage of globalization of the industry

-Use adaptable regional marketing/advertising

· Outcome of the project 
- A very efficient brewer who produces good quality beer at a low cost.

- A distribution chain with a seven day cycle that delivers fresh quality beer to the consumer

·  How this initiative or project will enhance the selected competitive advantage
-SAB will take advantage of the experiences of companies it is forming joint ventures with since these companies would have some market knowledge and distribution contacts. SAB will segment the customers and capitalize on their changing needs. It will also improve the efficiencies of the distribution channels.

-SAB will benefit from the already known brand names of the products and the company name. It will enhance the brand by improving their quality and freshness; they will also introduce new products based on the changing customer needs obtained from customer 
segmentation and intelligence.


Two strategic initiatives that will enhance the maximization of the competitive advantage 
	Strategy 2
SAB will use a strategy of acquiring local breweries that lack capital investment and management when entering new growth international markets. The company will also implement the strategy of lowering the real cost of beer year over year.

· Description of the initiatives 
SAB will refurbish and expand the brewers to meet its desired standards and production capacities and efficiencies. The company will also lower the cost of beer production like they did in South Africa when they established a low cost structure.

· Projects objective
The objective would be to be among the top five brewers in the world in every operational measure. 

· Steps to be executed

-Since this is in growth markets; SAB would target key urban centers and expand capacity or operations

- Train the local personnel, bring in experts from South Africa to train the local personnel.

- Refurbish the plant and install more efficient equipment to automate production processes.

-Reduce the size of the workforce.

-Create relationships and form efficient distribution networks.

-Segment customers, track their consumption preferences and improve marketing efficiencies. 

-Resurrect the existing brands and introduce new ones 

-Capitalize on brand awareness with local branding and global branding

- Improve company reputation by increasing community involvement, 

-Create customer loyalty by  creating strong distribution networks

-Use adaptable regional marketing/advertising

· Outcome of the project 
-A leading, low cost, good quality beer producer with a strong international presence. 

·  How this initiative or project will enhance the selected competitive advantage
-This will enhance SAB’s expertise in lean production processes. It will also increase the profit margins therefore making available more capital for the company to grow into more international market. It will promote SAB’s strength in customer segmentation distribution networks.
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