Carlsberg Entering China
An Entry Market Analysis




Quick intro to Carlsberg

> Danish Brewery, 3rd largest in the world by market share (6.5%)

> Today, large part of revenue comes from China

> In 2000, Carlsberg was ‘new’ to the Chinese market and struggled a lot




Why even enter China in the first place?

PESTEL - Political:

Pragmatic nationalism
view on FDIs

In 1980s China opened for FDIs

PESTEL - Economical:

High GDP growth rates

Most years GDP growth of 7-10%
from 1960-1980

PESTEL - Social:

Trends: growth in beer
consumption, and
improvement in HDI

Exponential growth in the

Chinese beer consumption year
after year, HDI improvement

Success in similar
markets:

Carlsberg had success in
Malaysia, Singapore, Thailand,
Nepal, Hong Kong and Japan




OLI framework - FDI or not?

Yes Yes
Global presence, strong Growth in beer consumption,
brand, quality products, potentially cheap labor, growing
and economies of scale middle class and openness to FDI

Yes

FDI

\/

Management know-how from similar
markets, will not risk to give away key
information to future competitors or
risk opportunistic behavior



Entry mode and scale

FDI: Subsidiary in 1980s FDI: Acquired brewery in 1990s

E Large scale FDI g




Defeated by liability of foreignness or learnings?

Production
capacity too
high

Sales low @Defeated or
while market learning

grew effects?




Joint ventures, acquisitions & local responsiveness

Realization of problem: Scaling and adapting
Sold 75% of one of their 2 breweries & formed Acquisitions of joint venture partners, more
joint venture with the leading Chinese beer FDIs. Change of strategy to from global
enterprise standardization to transnational
2000s 2020s
2000 2010s
Restructuring and preparation Has it worked?

Created joint ventures, and did foreign
investments of more than $600MM




Successful international business in China

of Carlsberg’s revenue comes
from Asia in 2021

growth in sales in China in

2021

Carlsberg managed to do a
turnaround in China

Sources: Carlsberg’s Annual Report, 2021

with China being the biggest contributor
both on revenue, profits & sales volume

while the market only grew by 5%

because of learning effects, joint
ventures and change of strategy
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