1.

In order to evaluate the extent of Scottish and Newcastle (S&N) operations might be regarded as global, Yip’s (1992) Globalisation Drivers are used to determine levels of globalisation in the Central and Eastern European (CEE) brewing industry. Moreover, Stonehouse at al (2004) claims that the strength of the globalization drivers can affect the strength of the Porter’s five forces (1980) at work within an industry. The PESTEL macro-environmental framework has also been considered.

In the brewing industry, there are market drivers used as globalisation drivers, Levitt’s (1983) claims that customer needs are homogenizing, in this case, there are common customer needs for beer consumption worldwide; moreover, increasing number of markets (such as some emerging markets in CEE countries) and increasingly global customers also drive S&N to be global, in this case, there are increasing beer consumption trends in emerging markets, such as in China, Russia and Mexico. Therefore, it is essential for S&N expanded globally in order to increase competitiveness and strengthen market positions worldwide, especially in growth markets. The macro-environmental trend of growing demand from emerging markets pushes globalisation, (such as growth in domestic demand for beer in Russia and strengthened export efforts in Baltika and Vena).

Cost driver is also relevant to the brewer industry. By operating globally organization can benefits from greater scale economies, for example, C&N can choose low production cost countries with low labour cost, (China and Russia and some other emerging countries). In addition, organization can benefit

through reduction in manufacturing cost and benefit from global sourcing of materials by centralizing the acquisition of supplies and services on a global basis. In the brewing industry, there have been a number of acquisitions, in this case, the acquisition of Kronenbourg   in 2000 and Hartwall in 2002 by the C&N, which help C&N Company not only for saving cost, still consolidate operations worldwide. Still, there are global cost advantages to be obtained by concentrating activities in countries where productivity is high and costs are relatively low (stonehouse at al 2004) in this case, in CEE countries, such as Bulgaria, ex-Czechoslovakia and Hungary had well-established brewing traditions with modern technology and production know-how, they drive S&N company tend to enter these markets.

The government driver also put pressure on the industry toward global. Laws and regulations established by national governments encompass government globalization drivers; it directly influences the S&N Company’s global strategy and the decision of entering into foreign market. However, how a country establishes their trade laws is a factor in choosing which markets to enter. Recent reduction of tariff and nontariff barriers and the creation of world trade institutions allow for favorable conditions in corporate global expansion. In some countries, with falling barriers to trade, there are increasing liberalization of world trade,(Stonehouse at al 2004)in brewing industry, which drive C&N enter the global market of CEE countries when the barriers to trade are eliminated.

Competitive drivers also exert pressure on the industry. One

way of achieving competitive advantage is to adopt a global strategy instead of concentrating on domestic operations (Stonehouse at al. 2004). First of all, the level of exports and imports influence the extent of globalization of an industry. With the higher level of imports and exports world widely, S&N Company has a subsequent higher potential to become globalize. In this case, in CEE countries, some countries are exported-oriented, for example, Bulgaria and ex-Czechoslovakia, while some are import orientated, such as Hungary, Poland and Romania and Russia. With this high level of import and export countries, there is a great potential for S&N to enter CEE market. Secondly, the greater the number of competitors from different countries, the greater will be the level of global competition. (Stonehouse at al. 2004). In brewing industry, there are large numbers of competitors worldwide, facing this global competition, many large brewing company expand market through acquisitions, mergers, strategic alliances and joint ventures and find new target market, such as CEE market, which has played significant role in the growth strategies of European breweries.

The high threat of entry in the brewing industry, for example, common customer needs for beer consumption increase new competitors enter in this industry and global competition increase threat of entry to national markets from global competitors. Meanwhile, there is low power of suppliers in the industry, for example, there is existence of global customers, but Stonhouse at al (2004) claim that existence of global suppliers can counteract the power of global customers.

In addition, there is high level of competitive rivalry in the industry, in this case, global customers increase competition as brewing companies competes to supply them, and increased number of business operating across national boundaries increases competitions.

According to Johnson at al (2006), the PESTEL framework, which categorises environment influences into six main types: political, economic, social, technological, environmental and legal. The globalisation drivers can be affected by macro-environmental factors (PESTEL), for example, a nation’s government stability and taxation policy directly influence S&N company’s global strategy, in this case, economic and political uncertainty in Russia makes the company enter Baltic countries to test the opportunities for foreign brewing operations first before moving into Russia. Moreover, countries with similar culture encourage company move into that countries, (for example, Baltic countries and Nordic states in CEE)

Although many aspects of the brewing industry can be described as ‘global’, a certain degree of nationalisation and specialisation is required. In this case, it should be considered for S&N that there is generally limited demand for foreign beer brands due to the local nature of the industry and the consumer preference for local brands.

2.
FDI (foreign direct investment) is the main mode of market entry, which is used by the brewing industry in Central and Eastern Europe. According to Bradley (1999), there are local advantages in international markets attracting firm to invest abroad, local firms generally possess an intimate knowledge of the local

economic, social, legal and public policy environment, and they do not face foreign exchange risks and misunderstandings which often arise in cross-cultural operations. In this case, it states that the choice of a target country for foreign investment has been based on a combination of factors such as market size, future growth potential, cultural and economic distance and level of political uncertainty, for example, in Russian, the Ukraine, Belarus and other countries in CEE from the commonwealth of independent states, there was uncertainty related to the local economic, political and legislative development, so   all these factors need to be considered well before move into target country for FDI.

Caves (1998) claims that it is the strong relations between supplier and large customers located abroad reflecting the international firm’s ability to manage the logistics of continuous supply and adaptation to customer needs, not a product embodied asset which drives firms abroad. In addition, there are some other reasons for investment in local operations, they are: to gain new business; to defend existing business; to move with an established customer; to save costs and to avoid government restrictions. (Phillips at al1994), however, there are still some problems in the CEE brewing industry from the political, economic and legal restrictions for FDI, for example, CEE government and management of breweries required from potential investors to carry out major restructuring of operations, bring in new production technology, and improve product quality and expand export presence.

In this case study, it mainly focuses on 

Dunning’s (1998) eclectic paradigm reasons for foreign direct investment, they are based on four motives:
Resource seeking motives: upgrading quality of resources and availability of local partners to jointly promote knowledge and or capital-intensive resource use.
Marketing seeking motives: increased need for presence close to users in knowledge-intensive sectors and growing importance of promotional activities by regional and local development agencies.
Efficiency seeking motives: increased role of governments in removing obstacles to restructuring economic activity and facilitating the upgrading of human resources; availability of specialized industrial clusters; an entrepreneurial environment and enhanced competitiveness and cooperation among firms.
Strategic asset seeking motives: opportunities offered for exchange of localized tacit knowledge, ideas and interactive learning; access to different cultures, institutions and systems and different consumer demands and preferences.

In CEE market, it argues that market seeking motives are the most important FDI motivators followed by resource-seeking motives. Market seeking motives are complemented by strategic asset seeking motives which used mainly access to brands owned by local breweries; however, efficiency-seeking motives were inspired by low production costs in the region.

Whether it is success or not for a firm in FDI, it is determined by the possession a strategic competitive advantage that more than offsets the costs of operating in foreign markets. There are certain characteristics being reflected by the competitive advantages. First, the firm should be

able to transfer assets abroad at a low incremental cost without adversely affecting revenues or profits at home. Second, the sale or lease of these assets to an independent firm must involve substantial transaction costs so that the best way of guaranteeing that the benefits accrue to the firm is by internalizing them in s subsidiary, rather than by selling or leasing (Buckley and Casson, 1976; Dunning, 1981; Teece, 1981)

Another mode of market entry to be chosen is acquisition in CEE, for example, the brewing company S&N entered the CEE markets through the acquisition of the Finnish brewery Hartwall in 2002, brewer Miller (USA) is acquired by SAB (South Africa) to invest in CEE countries. Through acquiring an existing company in the market, it provides rapid entry into that market and access to distribution channels, an existing customer, and established corporate reputations. (Douglas and Craig, 1995), in addition, according to Phillips at al (1994), it also provides immediate access to a trained labour force, supplier contacts, recognised brands, and an immediate source of revenue, however, a country with the aim to develop its own technology and manufacturing may decide that acquisition of a domestic company is not desirable, they rather prefer setting up a local subsidiary, moreover, acquisition by a large international firm is often associated with job losses and transfer of production facilities overseas, another disadvantage is that the acquiring company might need to pay the additional price of a de-motivated labour force, a poor image and reputation, and out of date products and processes. All of these problems

can prove costly and time consuming to put right. But many large companies still choose acquisition to enter into new market, according to Coley and Reinton(1988), typically, the firms are reorganized to offset the high cost of purchase after successful acquisition, the operations are strengthened by adding new management and new capital, also it normally involves strategies to limit risk, to identify and assess elements of synergy, to achiever scale economies, to acquire sequentially and to maintain constant leadership from senior management.(Bradley 1999).

In CEE regions, small companies consider joint ventures and greenfield investment to enter into CEE markets, which is encouraged by low production costs in CEE, (for example, new brewer BBH was established in 1991 as a joint venture between the Swedish Norwegian Pripps Ringnes and Finnish Hartwall breweries). The reasons for these companies choose joint venture because there are some advantages, such as, it helps company to reduce capital and other resources required, spread risk and access to expertise an contacts in local markets. (Douglas and Graig, 1995), however, potential problems and conflict between partners also exist, there are communications and management problems, and the control over Joint Venture Company is partial. For the Greenfield investment, it enables these small companies to utilize the latest production technology while at the same time selecting the most advantageous location from the standpoint of labour costs, land costs, taxes and transportation in CEE countries.

According to Douglas and Graig (1995), Whole Owned Subsidiaries (WOS) 

provide complete control over production and marketing and eliminate potential conflicts of interest and management problems that may arise in contract manufacturing, licensing or joint ventures, all the profits of a WOS accrue to the firm. However, wholly owned subsidiaries is popular in Western Europe and North America, but not in CEE, government strategy do not allow to transfer the full control over the development of the privatised companies, otherwise, which could cause social dissatisfaction among CEE countries.

3
A
BBH is a global organizational structure, according to Mintzberg (1997), there are two basic approaches to the formation of organizational structure, the contingency approach and the configuration approach, the contingency theory is more evident for BBH, such as, they focus on the environment of the organization, the global strategy of the business, the size of business and limitations of span of control, the geographical span of activities, the culture of the organization and leadership. According to Stonehouse at al(2004), there are three types of control over   MNC structure, they are international strategic control, organizational control and operational control.
In BBH, they focus on monitoring the formulation and implementation of strategy for international strategic control, for example, control for FDI, IJV and acquisition. For organizational control, BBH design its organisational structure to best fit brewing industry, CEE market and PESTEL environment, the last control is for operations, it monitors the short term performance factors with organization, for example, productivity , absenteeism

and waste monitoring.
In fast moving large MNC, it is difficult to keep tabs on. Generally, it is suggested that mutual trust amongst management and employees is important in order to avoid de-motivation & lack of trust in large global organization like BBH.

B
According to Harris (1984) – technology will cause major market shifts, Technology should be managed as any other asset. It is a key competence & should be integrated into corporate strategy. In BBH, it is suggested that technology must be managed systematically and the organisation must have a structure and culture to support technology development, coordinating all parts of the organisation and communication between partner organisations along the value chain.

According to Stonehouse(2004), Configuration and Coordination of supply chains is critical to the competitive advantage of a international organisation. There are several issues affecting procurement of supply chain, In-house manufacturing vs. external purchasing / subcontracting; Corporate vs. third party suppliers; Domestic vs. other country purchasing; Single vs. multiple sourcing; globally centralised vs. Regional autonomous sourcing. In BBH, the issues of subcontracting and third party suppliers are applied by acquisition, there is multiple sourcing in BBH and focusing on globally centralised. All above based on the history development of BBH and his global strategy management.

C
Leadership focuses on the strategic development and the transformation of the organization (Stonehouse at all 2004). BBH Company is a join venture company between Scottih&Newcastle plc and Carlsberg A/S, which is 

multinational company, and faces the main issue of management of a cross-cultural joint venture.

In BBH join Venture Company, it is essential to be aware of culture difference for manager, because international management conflicts arise from conflicting values & orientation (time, change, material factors & individualism) and efforts should be made to motivate people & coordinate work processes in an appropriate international context, management styles, cultural values, and languages are all features of different national cultures (Schneider and Barsoux, 2003). Hofstede (1980) classifies 5 cultural dimensions   (Power Distance, Uncertainty Avoidance, Masculinity, Individualism, and later, Long Term Orientation (Hofstede, 1957).which can be applied to business situations.

Managing diversity and cultural sensitivity source competitive advantage (Stonehouse et al. 2004). However, cross-cultural differences are key factors in M&Ad failure, and also in expatriate failure (Dowling et al. 1999). Because of Failure to adapt to the foreign working environment and Spouse/family have difficulties to adapt to the national culture.

In BBH, leaders know how to overcome these cross-cultural differences; for example, manager is careful recruitment of expatriate employees, who need to be flexibility and adaptability, empathy and enthusiasm, foreign language skills, family stability, moreover, still should be careful preparation for international assignment, such as language course and cross-cultural training or briefings. But management of an MNC involves strategic decisions about streamlining operations. However, when mistakes are

made the consequences can be high.

In CEE, The strategic leaders should be aware that their role has changed from one of management to that of visionary. They also require skills in cross cultural communication. Moreover, the organisational culture can be influenced by national, Industry and individuals expectations and norms. In addition, the expectations of authority are especially different between cultures and need to be recognised

4
According to stonehouse(2000), there are numerical motivations for transnational mergers and acquisition(M&As). First, mergers and acquisitions are often used as a method for entering and servicing a new national market. If Carlsberg or Herneken have motivation to enter into uk market, they will consider to take an action by merger with S&N or acquisition it. Secondly, M&As can increase market share by combining the market shares of the two businesses. Through merger and acquisition with S&N, Carsberg or Herneken can enlarge their market share in Europe, thirdly, M&As can be used to increase an organization’s product portfolio, and competition can be reduced if the integration target is a competitor, obviously, in this case, S&N is the competitor of Carlsberg and Herneken.

Leverage of core competences and access to supply or distribution channels are also considered as M&A motivations. If S&N will be mergered with or acquired by Carlberg or Herneken, they will gain part of control, and new technology can be acquired, resouces can be successfully and fruitfully deployed. because of S&N with some repute in a key market and with a key stakeholder group, Carlsberg and Herneken’s reputation

can be enhanced if the acquisition or merger accur targeted at S&N.
Above all, it can be concluded that there is potential merger/acquisition of S&N with/by Carlsbery/Heineken.
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