OVERVIEW 
The process of internationalisation for Fosters Brewing Group limited (Fosters) and Lion Nathan Limited (Lion Nathan) has been both rapid and aggressive. Both organisations have focused their attention on the Asian market with the key driving forces including an international orientation, opportunity and market seeking. Lion Nathan is a New Zealand company with 45% ownership by the Kirin Brewery Company of Japan while Fosters is an essentially Australian concern (Lion Nathan 1998).
To better understand the imperatives for internationalisation, this comparison will firstly examine the "home" market and provide an overview of the beer brewing industry. Given the synergy between the New Zealand and Australian markets, the nominal psychic distance and that 76% of overall earnings (Lion Nathan 1997) for Lion Nathan originate in their Australian division the process of internationalisation will be illustrated outside these two regions. This also puts the two multinationals on an equal footing in determining "home" market advantages. While both companies have further international interests in wine and soft drink this analysis will be confined to the beer industry.
Lion Nathan and Fosters are the dominant players in the Australian beer industry, together controlling 97% of the market. Fosters is the current market leader with 56% market share (Hornery SMH 20/2/97). Lion Nathan's key competitor in New Zealand is Dominion Breweries but Lion Nathan is the overall leader with 61 % market share (Lion Nathan 1998) mainly through predominance of the Lion Red and Steiniager brands. 
The Australian beer market is characterised by flat to failing consumption. Over the last ten years a number of social and government developments have contributed to this decrease. The introduction of stringent driving legislation, shifting of consumer tastes, a more cosmopolitan population mix and an increase in excise duties have seen the level of beer consumption drop from 115 liters to 93.4 liters per capita per annum from 1986 to 1996 (Grant Samuel 1996). Consequently the industry has introduced a new low alcohol or light segment 
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The intense competition and rivalry engendered by the Australian beer market has driven Fosters and Lion Nathan to relentlessly pursue innovation to maintain market share. 
Lion Nathan has been losing this battle over recent years with market share at an all time low of 41 % nationally and inroads by Fosters on its traditional stronghold of NSW. Coupled with a debilitating price war (Mellish SMH 1/5/99) in New Zealand against Dominion Breweries, Lion Nathan needs to continue to pursue innovation in the context of cost minimisation. 
COMPETITIVE ADVANTAGE 
Porter's theory of competitive advantage (1990) provides a framework for examining the two competitors. In particular the three points of his diamond: strategy structure and rivalry, demand conditions and related and supporting industries. 
Strategy, Structure and Rivalry 
Fosters has pursued a national brand strategy (Hornery SMH 4/11/96) through dominance of the mid-strength segment with Victoria Bitter and the premium beer segment with Crown Lager. Given the parochial tastes of beer consumers, Lion Nathan have developed an essentially regional branding strategy (Evans AFR 1- 2/5/99) focusing on the major brands of Tooheys and Castlemaine. Both brewers see the potential of the premium beer segment (Leckey SMH 10/2/97) offering higher retail margins and demonstrated solid demand with liquor outlets selling five times as much premium beer compared with 5 years ago. In response to this trend Lion Nathan re-launched Hahn Premium in October 1998 to compete with Crown Lager nationally. Hahn Premium is now the fastest growing premium beer in Australia (Cave AFR 17-18/4/99). 3
Fosters long-term success, is underscored by its "lead enterprise philosophy" (Fosters 1997). This allows each division to respond quickly and precisely to changing consumer demand. An example is the introduction of plastic PET beer bottles in 1996 (Hornery SMH 14/11/96). While the beer has a shorter shelf life it will maximize use at outdoor and sporting venues where glass and cans are prohibited. 
Lion Nathan has also been developing new mediums in "take home" kegs which have been a sellout success where they were trialed. BrewTech, the dedicated technology research division of Carlton United Breweries, is applying its skills to satisfy local and overseas operations. Two new bio-resource products, Shrimp Activa and Maltiplex are being used to improve brewing techniques worldwide (Fosters 1997). 
Demand Conditions 
Australian demand is characterized by consistency and increasingly discerning tastes. To address shifting lifestyle and consumption patterns both brewers have extended their product lines to capture these niche markets (Hornery SMH 18/4/99). This is evidenced by the range of new sub brands including: premium, extra dry, cold, draught, gold, bitter, export and light. This life cycle approach broadens the appeal of the brand without alienating the core customer base. It also enables new brands to be introduced leveraging off core identities at relatively low cost. 
"It’s all about choice. People are travelling overseas, where they sample a great variety of beers and when they come back they demand more. "
 This trend is evidenced by growth in boutique beers such as the independent Coopers brand, sporting a European style bottle and lighter blend. Lion Nathan renamed its Hahn Brewery the Malt Shovel Brewery in 1998 (Cave AFR 17-18/4/99) to capitalise on this segment with a mission to experiment with unique handerafted beers and drive product innovation in the premium segment. 
Lion Nathan has also been actively innovating with the repackaging and renaming of Tooheys New (on tap version). While already an old favourite among the loyal older generation the brand needed to be repositioned to show that it was still relevant. This was done through the re-labelling of the Tooheys Draught bottle to Tooheys New.
Related and Supporting Industries 
The key point of difference in the "home" market for Fosters and Lion Nathan is distribution. Fosters is the clear leader with its vertical integration approach and establishment of a Leisure and Hospitality division to oversee growth. Through outright ownership of "related and supporting industries" Porter (1990) proposes this potentially reduces the pressures to innovate, however the fragmented and regionalised nature of the Australian liquor market (Grant Samuel 1996) effectively neutralizes the development of critical mass in one location. Furthermore the liberalisation of gaming laws allowing pubs to install poker machines has increased on premise consumption and highlighted the need to control distribution. The Fosters business comprises 159 hotels and 80 liquor outlets (Hurst AFR 24/7/98). The acquisition of Austotel pubs has made Fosters the largest pub operator in Australia. The high incidence of licensed clubs in NSW also provides a platform for Fosters to strengthen its competitive position in the bulk beer segment. 
Lion Nathan in contrast has taken an indirect approach through formation of its "Lion Development Group" (Davis AFR 13-14/3/99) initially focusing on the Victorian market. Announced in March 1999, this dedicated team will assist hotels and other key outlets to boost on premise consumption of Lion's brands. The hotels will receive training, design and marketing expertise and funds to refurbish their premises. 
GLOBALISATION DRIVERS 
Henzler and Rail's Model of Industry Globalisation (1986) suggests the advantages of a global business system for breweries is low while the need for local adaptation is high. The high cost of development, transportation, distribution issues and level of vested interest in technology for beer brewing indicates market seeking will be the main driver for establishment of a foreign subsidiary. 
LOCATION CHOICE 
In 1994 China opened up its local beer market to foreign competition and 14 foreign brewing companies entered the market (Steinman CBR 1999). Unlike Fosters, this was the first major investment in foreign expansion for Lion Nathan since their establishment of Australian operations 13 years previous. Lion Nathan has adopted a regional, stepped approach to internationalisation while Fosters is primarily global and concurrent. This is evidenced by their parallel investment in Vietnam, India and China as opposed to Lion Nathan's focus solely on China within the Asian context. Both companies were committed to expand overseas due to a maturing and highly competitive market at home and the build up of excess capital reserves. China represents half of Asian beer consumption and Asia equals one third of the world's beer consumption. Only the US outranks it in volume (Steinman CBR 1999). The choice in terms of location was not therefore which market to invest in but when. "The size of China's beer market, along with its rapid growth, is the main reason it has attracted so much investment and attention. 

The country risk of investing in China while a factor was overshadowed by the opportunity cost of not being a player. This risk was also mitigated by the number of international brewers setting up operations through joint ventures. Lion Nathan having deemed the European, North and South American markets too competitive with high barriers to entry focused its attention on China in 1993. It evaluated more than 30 breweries and joint venture opportunities before settling on the Yangtze Delta region in East China. This region actively promoted foreign investment through the establishment of a 7Okm2 special development zone by the Chinese and Singaporean Governments. its purpose was to foster economic activity in the region and to encourage large-scale investment, through infrastructure in transport utilities, services and the option of full foreign ownership (Lion Nathan 1997). 
Fosters diversified its location choice in Asia with three joint ventures in China and more recently a joint venture operation in India and two breweries in Vietnam. Key driving forces include a growing middle class and a large overall population in Mumbai, India of 14 million. Vietnam is seen as a platform, for future exports in South East Asia. Lion Nathan has invested heavily in the Chinese market and shows no sign of withdrawal despite growing losses. This may mark its long-term success over Fosters and other European breweries given the Chinese orientation towards persistence and commitment. 
INTERNATIONALISATION OF THE FIRM AND GLOBAL STRATEGY Fosters 
To fully appreciate the significant changes which have occurred in the internationalisation of the Fosters Brewing Group, it is useful to trace back to the late 1980s when Carlton and United Breweries and the Foster's label were under the control of the Elder's Brewing Group. The steps taken by John Elliot in his now legendary vision to "Fosterize the world" literally took the Foster's brand worldwide. Through a philosophy, which centered on acquiring outright or majority control in major breweries around the world, Fosters went on a spree of mergers and acquisitions across the globe. In the process gearing levels jumped as high as 296% as the company came to the verge of collapse. The corporate vision at that time centered on developing a global brand through worldwide production and distribution of the Foster's lager beer brand.

In the past six years under the control of Ted Kunkel, Fosters has dramatically changed its global strategy. In recent years, the sale of large brewing assets, such as the 1995 $2 billion Courage investment in the UK to Scottish and Newcastle and the more recent sale of their 50% ($1.1 billion) stake in Molson Breweries in Canada from the Molson family have seen Fosters' asset base shrink from $10.3 billion in 1992 to $2.2 billion in 1998 (AFR 2/5/98). The company has been referred to as a virtual company in that it owns few production assets and exists mainly through intangible assets, notably the Fosters brand name. As Ted Kunkel puts it, "we don't have to be a (beer) maker"(AFR 2/5/98). The company's operating earnings have more than doubled and the Group's market capitalisation has grown from $2.2 billion in 1994 to $6.2 billion in 1998. Gearing levels are now around 23%, as the Group has refocused on its core activities of brewing and the production of wine. The argument made by Porter (1990) suggests companies should only shift those activities to overseas markets that will give the company a competitive advantage. Fosters realizes that it doesn't need overseas production capabilities in every market and hence has taken the necessary divestment steps. Fosters being a global brand manager needs breweries or wineries in locations where there is an operational or strategic need. Hence the establishment of breweries in China, India and Vietnam as the need to ensure quality and maintain close links with local suppliers and customers is seen as critical in these markets. 
Lion Nathan 
Lion Nathan has taken a significantly contrasting approach to the internationalisation of its operations. Lion Nathan has preferred to concentrate on developing a strong regional strategy in particular in the Australiasia region. Its global presence outside of its key "home" markets of New Zealand and Australia with the exception of China, exists therefore largely in the form of licensing and distribution deals through which its key brands are sold. In contrast with Fosters, Lion Nathan does not seek to be a global brand manager. Alternatively, it maintains a portfolio of key individual brands each being promoted in different regional markets and dependent on differing consumer tastes. The company's internationalisation strategy can best be defined as being in the multi-domestic phase. Lion Nathan has focused on building international partnerships in order to distribute, export and market its products overseas.
The company now realises the important changes occurring within the global beer industry. As suggested by Gordon Tait "the strategic challenge for the group is to position the company for the increasing globalisation of the beer business" (AFR 19/1/98). 
As a result Lion Nathan has in the past two years developed a three-part major change program to sharpen customer focus and competitiveness. The first stage "Organisation Restructuring" involves transforming the five regional businesses in Australia into a single national entity, combining sales, marketing and brewery operations. The second stage "Capacity Rationalisation" involves increasing capacity utilization and reducing operating costs. The recent long-term partnership deal established in China with Brauerei Beck & Co to sell Beck's beer throughout China thus ending the over-capacity problem is one recent example of rationalisation (Press Release 7/4/99). 
The last stage "Process Reengineering" involves Tooheys Sydney becoming the headquarters for accounting and administration functions. The same restructuring also occurred in New Zealand with separate regional businesses merging into a single national operation. 
ENTRY MODES 

Fosters decided to enter China in 1993 via two initial joint venture agreements. The Shanghai Fosters Brewery and the Guangdong Brewery were established. In 1994 Fosters entered its third joint venture with the purchase of the Bohai Brewery. The investment decision to enter China via joint ventures and use existing brewing facilities was a less risky proposition in that capital outlay was minimised. It also gave the company the chance to familiarise itself with the market through its local partners. Fosters decided on holding a majority equity stake in all three joint ventures with the local brewers, maintaining an average 80% share. However, continuing losses due to over capacity, tough local and international competition and distribution problems amounting to $90 million in 1998 (SMH 25/8/98) resulted in Fosters deciding to write off $167 million in assets and selling its interest in two breweries, Tianjin and Guandong. Fosters will now concentrate on growing its brands in the Chinese market through its joint venture operation in Shanghai. Licensing and distribution agreements similar to those that Fosters has in place in Europe and North America are now being implemented (AFR 1/9/98).

Through Foster's Asia division, Fosters established a joint venture operation in Mumbai, India in July 1998. Since the brewery developed under the joint venture is India's first international brewery Fosters will be hoping to seek first mover benefits. Finding the right partner has however taken 1 1 years of patience in dealing with government regulation and brewing licenses (BRW pp. 58 2/11/98). Fosters now has a distinct advantage in having dealt with and presumably learned from the technical complexities involved with foreign direct investment in India. 
Lion Nathan in contrast to Fosters focused on one particular area to set up its initial investment in China via a Joint Venture with Wuxi Taihushui Brewery in the Yangtze Delta region. The initial equity stake was 60% of the Joint Venture, which was increased to 80% in January 1996. Lion Nathan recently reconfirmed its commitment in becoming the leading brewer in the region by the year 2000 by establishing the first wholly foreign owned brewery in Suzhou completed in late 1998. 
CROSS CULTURAL IMPLICATIONS 
Lion Nathan has taken a proactive stance in China, understanding the importance of good working relationships with the local community. In building multi-cultural teams while working on the Suzhou brewery consisting of Hong Kong consultants, local Chinese and Australian expatriates cultural synergy was aimed for on the project (Lion Nathan 1998). Quality control was achieved through the layering of responsibility from the smaller contractors to the larger contractors. Incentives for the local suppliers were also put in place. According to Hofstede's long term vs. short term cultural orientation (1994) China embraces a long-term orientation towards doing business. Lion Nathan has shown its long-term commitment in the Yangtze Delta region by investing heavily and coping with the mounting short-term losses Fosters on the other hand by selling its equity stakes in the 2 breweries in China has perhaps jeopardized future joint venture deals with local partners. Although Fosters has the resources to go it alone in China, reputations and 'quanxi'are vital for doing business in China. Provided Fosters has cut its joint venture ties amicably could re- enter future strategic alliances in other regions in China once a new market becomes attractive and new opportunities arise. 
CONCLUSION 
Both Lion Nathan and Fosters illustrate well the complexities involved in the process of internationalisation and more particularly modes of entry into foreign markets. This is evidenced by their varied approach to location choices and level of FDI based on each company's "home" advantage. Fosters is relying primarily on the intellectual property of its "Fosters" brand name globally while Lion Nathan is taking a more tactical and cautious approach by staging its internationalisation on the basis of location. China will be the critical phase for both companies and the next five years will determine the ultimate market leader of the two in Asia. 
APPENDICES 
ORGANISATIONAL STRUCTURE 
FOSTERS 
Carlton United Breweries (CUB) The flagship division and Fosters main brewing arm in Australia. Their focus is to produce growth in high margin products, develop and maintain strong national brands with Victoria Bitter, Carlton Cold and Crown Lager and continuously improve product lines through innovative technology and marketing. Imported beers under license include Guiness, Corona, Heineken, Miller Genuine Draught and the spirits Bacardi and Jim Bean.

Mildara Blass Acquired by Fosters in February 1996. Key brands are Wolf Blass, Yellowglen, Jamiesons Run, Yarra Ridge, Mildara Coonawarra and Rothbury Estate. There are 14 operational wineries in Australia and Yellowglen has captured significant market share in the premium sparkling wine market. Approximately one third of product is exported. Mildara Blass began wine production in Chile and California in 1998. Following the purchase of Cellarmasters, Mildara is expanding international direct marketing capacity through acquisition of "The Wine Exchange" a Dutch based wine club and the German wine club "Heinrich Maximillian Pallhuber". Fosters Asia until recently this division had brewing operations in Shanghai China but is now focused on Ho Chi Minh City, Vietnam and Mumbai, India as the base of brewing operations is Asia. 
Fosters International operates as a policy division for the "Globalisation" of the Fosters brand. Activities include development of new markets, management of international brewing and marketing agreements and creation of global sponsorships. 
Leisure and Hospitality Enhance hotel ownership to capitalise on growth in the entertainment industry. Following investment of over $1 0 million in refurbishment, the group has developed a number of distinctive hotel dining and bar concepts together with the Liquor Express branding for bottle shops.
LION NATHAN 
Australian Brewing Key brands include Tooheys and Hahn in NSW/Victoria, Castlemaine in QLD, Swan and Emu in WA and West End and Southwark in SA. New Zealand Liquor Lion Red is the leading brand in Auckland with Speights dominating the southern regions. Steiniager is the leading premium brand. Other beer brands include Canterbury Draught, Waikato Draught, Ice, Kilkenny and Leopard Black Label. 
China Brewing is responsible for beer production, marketing and distribution within China. The first brewery developed as a joint venture with a local partner in Wuxi the second, a wholly owned subsidiary of Lion Nathan in Suzhou together the breweries have capacity for 360 million litters. The four key brands are Taihushui and Rheineck dark beer segments and Steiniager and Carbine premium segments. 
Soft Drinks Lion Nathan owns 84% of the Australian and New Zealand PepsiCo Bottling franchise with the US conglomerate. Brands include Pepsi, Diet Pepsi, Pepsi Max, Mountain Dew, Miranda and H2GO bottled water. 
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