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Abstract 
This paper studies the strategic considerations required to achieve success in a post-acquisition setting 

in the case of Royal Unibrew A/S in Italy.  

 

The Italian consumption pattern is changing. Consumers demand more premium products that can be 

enjoyed in moderation and in the presence of others. These trends, premiumization, social drinking 

and ‘the good life’, along with a reduction in consumption of unhealthy beverages, are the primary 

trends driving the beverage industries. Understanding and exploiting these trends is vital to staying 

ahead and avoid stagnation with the traditional market. 

 

Despite high brand recognitions and preferences, little to no switching costs are present in the 

industry, making it very attractive for firms to compete for market shares through heavy marketing. 

Interindustry substitutions remains the biggest threat to soft drink manufacturers, while alcoholic 

drink consumption declines across the whole industry. 

 

Without a clear sustainable competitive advantage, Royal Unibrew’s ability to stay ahead of the 

competition and maintain attractive margins is challenged by their ability to adapt to the changing 

industry and control costs. 

 

Royal Unibrew’s success with Terme di Crodo in the Italian market is highly dependent on their 

strategic decision making and how they elect to go forward with their newly acquired brands. This 

paper suggests that Royal Unibrew exploit the premiumization trends by delivering high quality 

beverage to consumers that are seekers of ‘the good life’. A combination of repositioning of Terme 

di Crodo’s carbonates brands and a greater focus placed on the bottled water brand, Crodo Lisiel, 

should benefit Royal Unibrew’s margins as well as long-term shareholder value by becoming a 

noticeable player in the premium soft drink category in Italy. Ceres’ strong distribution network as 

well as the organizations experience in operational efficiency and marketing should greatly benefit 

the Terme di Crodo brands. 

  



Nicklas Petersen Master’s Thesis 15-05-2019 

Page 2 of 86 
 

Table of Contents 
1. Introduction ...................................................................................................................................... 5 

1.1 Research question ....................................................................................................................... 6 

1.2 Delimitation ................................................................................................................................ 7 

1.3 Literature review ........................................................................................................................ 8 

1.3.1 How is a successful acquisition assessed? ........................................................................... 8 

1.3.2 Market analysis .................................................................................................................... 9 

1.3.3 Industry analysis ................................................................................................................ 10 

1.3.4 Business environment analysis .......................................................................................... 10 

1.3.5 Financial analysis ............................................................................................................... 11 

1.3.6 Value chain analysis .......................................................................................................... 11 

1.3.7 Strategy development ........................................................................................................ 12 

1.4 Methodology ............................................................................................................................ 12 

1.4.1 Structure ............................................................................................................................. 13 

1.5 Frameworks and models ........................................................................................................... 14 

1.5.1 External analysis of the soft drinks- and alcoholic drinks industries ................................ 14 

1.5.2 Internal analysis of Royal Unibrew ................................................................................... 15 

1.6 Philosophy of science ............................................................................................................... 17 

1.7 Data .......................................................................................................................................... 17 

1.7.1 Reliability and validity ...................................................................................................... 17 

1.7.2 Euromonitor ....................................................................................................................... 18 

1.7.3 Marketline .......................................................................................................................... 18 

1.7.4 Articles and reports ............................................................................................................ 19 

1.8 Introducing Royal Unibrew A/S............................................................................................... 19 

2. Market analysis .............................................................................................................................. 21 

2.1 Alcoholic beverages in Italy ..................................................................................................... 22 

2.1.1 Premiumization .................................................................................................................. 23 

2.1.2 Beer in Italy ....................................................................................................................... 24 

2.1.3 The consolidation of the beer industry .............................................................................. 24 

2.1.4 Non-alcoholic beer ............................................................................................................. 25 

2.1.5 Wine in Italy ...................................................................................................................... 26 

2.2 Soft drinks in Italy .................................................................................................................... 27 

2.2.1 Carbonates in Italy ............................................................................................................. 28 

2.2.2 Healthy options prevail ...................................................................................................... 28 



Nicklas Petersen Master’s Thesis 15-05-2019 

Page 3 of 86 
 

2.3 Summary of the market analysis .............................................................................................. 29 

3. Industry analysis ............................................................................................................................ 30 

3.1 Analysis of soft drinks industry................................................................................................ 30 

3.1.1 Bargaining power of buyers ............................................................................................... 30 

3.1.2 Bargaining power of suppliers ........................................................................................... 31 

3.1.3 Threat from new entrants ................................................................................................... 31 

3.1.4 Threats from substitutes ..................................................................................................... 32 

3.1.5 Rivalry in the industry ....................................................................................................... 33 

3.1.6 Identifying the critical success factors in the soft drink industry ...................................... 34 

3.2 Analysis of alcoholic drinks ..................................................................................................... 34 

3.2.1 Bargaining power of buyers ............................................................................................... 34 

3.2.2 Bargaining power of suppliers ........................................................................................... 35 

3.2.3 Threats from new entrants ................................................................................................. 35 

3.2.4 Threat from substitutes ...................................................................................................... 36 

3.2.5 Rivalry in the industry ....................................................................................................... 37 

3.2.6 Identifying the critical success factors of the alcoholic drinks industry ............................ 37 

3.3 Summary of the soft drink and alcoholic drinks industries ...................................................... 38 

4. External analysis ............................................................................................................................ 39 

4.1 PESTEL analysis ...................................................................................................................... 39 

4.1.1 Political factor .................................................................................................................... 39 

4.1.2 Economic factors ............................................................................................................... 40 

4.1.3 Social factors ..................................................................................................................... 40 

4.1.4 Technological factors ......................................................................................................... 41 

4.1.5 Environmental factors ........................................................................................................ 41 

4.1.6 Legal factors ...................................................................................................................... 42 

4.2 Summary of the external analysis ............................................................................................ 42 

5. Financial analysis ........................................................................................................................... 44 

5.1 Income statement analysis ........................................................................................................ 44 

5.2 Return on equity (ROE) ........................................................................................................... 45 

5.2.1 Breaking down ROE through profit margin, asset turnover and financial leverage ......... 46 

5.3 Liquidity and solvency ............................................................................................................. 47 

5.4 Cash flow .................................................................................................................................. 49 

5.5 Summary of the financial analysis ........................................................................................... 50 

6. Market Portfolio analysis ............................................................................................................... 52 



Nicklas Petersen Master’s Thesis 15-05-2019 

Page 4 of 86 
 

7. Value chain .................................................................................................................................... 56 

7.1 Primary activities ...................................................................................................................... 56 

7.1.1 Inbound logistics ................................................................................................................ 57 

7.1.2 Production .......................................................................................................................... 57 

7.1.3 Outbound logistics ............................................................................................................. 58 

7.1.4 Marketing and sales ........................................................................................................... 59 

7.1.5 Service ............................................................................................................................... 60 

7.2 Support activities ...................................................................................................................... 60 

7.2.1 Procurement ....................................................................................................................... 61 

7.2.2 Technological development ............................................................................................... 61 

7.2.3 Human resource management ............................................................................................ 61 

7.3 Applying VRIO to the value chain ........................................................................................... 62 

8. SWOT ............................................................................................................................................ 65 

9. TOWS ............................................................................................................................................ 67 

9.1 SO1. Integrate the production of Ceres into Terme di Crodo’s facilities in Italy .................... 67 

9.2 WO1. Possibility for new positioning on the Italian market .................................................... 68 

9.3 ST1. Focus on Terme di Crodo’s bottled water brand, Crodo Lisiel ....................................... 69 

9.4 ST2. Introduce wine to the product portfolio in Italy ............................................................... 70 

9.5 WT1. Withdrawal from the Italian soft drink market .............................................................. 70 

10. Final strategic suggestion ............................................................................................................. 72 

11. Conclusion ................................................................................................................................... 74 

12. Discussion .................................................................................................................................... 75 

Bibliography....................................................................................................................................... 76 

Appendix 1. Industry Definitions ....................................................................................................... 82 

Appendix 2. Royal Unibrew Consolidated Income Statement .......................................................... 84 

Appendix 3. Royal Unibrew Consolidated Balance Sheet ................................................................ 85 

Appendix 4. Royal Unibrew Consolidated Cash Flow Statement ..................................................... 86 

 

 

  



Nicklas Petersen Master’s Thesis 15-05-2019 

Page 5 of 86 
 

1. Introduction 
In 2018, global mergers and acquisition1 activity reached its third highest volumes ever, as 

announcements for takeovers amounted to $4,1 trillion according to a recent JP Morgan report (JP 

Morgan, 2019). A combination of positive global outlooks, low cost of debt and a 15-year high CEO 

confidence helped boost the companies’ engagements in M&A (Edgecliffe-Johnson, 2018). The drive 

for innovation and constant hunger for growth outshined the geopolitical instability presented by 

some of the world’s most powerful world leaders. Cross-border deals accounted for 30% of the total 

M&A value in 2018, up from 28% the year before (JP Morgan, 2019). In the food and beverage 

industries, one particular target for takeovers grew above the clouds in 2018, alcoholic beverage 

producers. The interests in acquiring craft breweries reached an all-time high, while non-alcoholic 

beverage M&A activity had an abundant year as well, driven by the need for access to new markets, 

innovation and desire for scaling (Duff & Phelps, 2019). 

 

Since the millennium, M&A has been a key driver in the global competition in the beer industry, 

which has led to substantial consolidation among top manufactures (Madsen, Pedersen, & Lund-

Thomsen, 2011). Rather than organically growing your original brand, large companies elect to 

acquire smaller competitors - a trend that is forecasted to continue as craft becomes an increasingly 

popular variant (Schug, 2018). However, it is not only breweries that increase M&A activity; it is a 

common theme for the global food and beverage industries, according to a Mergermarket rapport 

(Watrous, 2017). In Denmark, two major breweries have competed over market shares beyond the 

Danish border through M&A, resulting in an oligopoly between the market leading Carlsberg, and 

this thesis’ case firm: Royal Unibrew. 

 

Royal Unibrew was born out of a merger in 1989 as the breweries Faxe, Ceres and Thor merged under 

the name Bryggerigruppen. Since then, the name changed to Royal Unibrew A/S, yet the philosophy 

of growing through acquisitions remains. Initially, the acquisitions stayed within the Danish borders 

but as the market matured and other opportunities arose, Royal Unibrew decided to look to nearby 

markets for growth. Since then, both Finland and the Baltic countries have become primary markets 

for Royal Unibrew as they make up considerable parts of the revenue (Royal Unibrew annual report, 

2019). In 2017, Royal Unibrew decided to venture south as they targeted potential takeovers in Italy. 

The result was the acquisition of Italian Terme di Crodo, which finalized on January 2nd 2018.  

                                                           
1 Referred to as M&A from this point. 
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Terme di Crodo is interesting because the firm offer soft drinks, which Royal Unibrew is all too 

familiar with, but in an Italian market, where Royal Unibrew is currently only present with its beer 

brand, Ceres. Royal Unibrew expects significant value to be generated from the acquisition, as it 

reinforces their position in Italy and offers considerable synergies with the existing portfolio (Royal 

Unibrew annual report, 2019). 

However, Italy is considerably different from Royal Unibrew’s other markets, as the consumers 

traditionally consume water over carbonates (Euromonitor A, 2019), just like they prefer wine to beer 

(Euromonitor B, 2018). 

 

Royal Unibrew’s acquisition of Terme di Crodo is intriguing because on the surface, it looks just like 

any other acquisitions, as seen continually in the industry - and by Royal Unibrew themselves - yet it 

could be paramount for the future of the firm, as their stepping-stone onto the soft drink market in 

Southern Europe.  

 

1.1 Research question 

The main purpose of this thesis is to conduct a strategic analysis for Royal Unibrew by researching 

their external position, understanding their internal situation and developing a strategy that can help 

them achieve success on the Italian market. 

 

How can Royal Unibrew A/S achieve success in the Italian market with their new Italian 

acquisition, Terme di Crodo? 

 

In answering the research question, the thesis is funneled by a series of primary study questions, 

which relate to the underlying analyzes. As such, the questions highlight the key elements in the 

thesis. 

 How is the Italian soft drink- and alcoholic beverage market developing and what are the key 

trends? 

 What are the key success criteria in the soft drink- and alcoholic beverage industries and are 

the industries profitable? 

 Which external factors are key to understanding the surrounding business environment? 

 How is Royal Unibrew’s financial situation? How do they perform compared to the industry? 

 What is Royal Unibrew’s sustainable competitive advantage? 
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1.2 Delimitation 

Since the scope of this thesis studies Royal Unibrew’s acquisition in the Italian market, it will focus 

on HQ and the specific acquisition of Terme di Crodo. General consideration will be made of the 

overall firm performance in terms of strategy, finance and the business environment. However due to 

limitations of this thesis, this study will specifically analyze the Italian acquisition and not study other 

acquisitions the firm has made in other markets in detail (e.g. France). 

The selection of Royal Unibrew’s subsidiary, Terme di Crodo, was made as I wanted to research the 

strategic possibilities to engage in a foreign market through cross-border M&A. Royal Unibrew’s 

decision to acquire Terme di Crodo was game changing as it was the firm’s first major acquisition in 

Southern Europe, a market they traditionally had only exported to. It appeared that the acquisition 

was a part of a deliberate strategy to gain a stronger foothold in Southern Europe, as a subsequent 

acquisition was made in France, less than six months later. In this thesis, the decision to focus solely 

on the Italian acquisition was made as a result of considerations in regards to the scope of the project 

as well as the limitations present in the thesis course description.  

To get a more comprehensive understanding of Royal Unibrew’s strategic situation, a greater 

emphasis could have been put on their other subsidiaries acquired in different countries. As an 

example, analyzing the acquisition of French Etablissements Geyer Fréres and the French market 

could have yielded an insight to advantages by combining the new acquisitions or commence other 

strategic initiatives. 

The final strategic suggestion will build upon the acquired knowledge regarding Royal Unibrew and 

their Italian business. The thesis focuses on the production, marketing and sales of Royal Unibrew’s 

products in Italy, and no in-depth discussion of specific named partners or alliances will be discussed. 

The final strategy will serve as a general guideline for which direction I believe Royal Unibrew should 

take their business in Italy, rather than a systematic handbook on how to achieve success. The strategy 

focuses on the elements that Royal Unibrew should consider alternating. As such, components of the 

strategy that should remain intact have been omitted unless otherwise stated.  

 

When studying the industry in which Royal Unibrew is positioned, the definition for industry refers 

to any firm involved in the supply-chain of the production of goods or related services. This thesis 

specifically focuses on soft drink and alcoholic drinks industries, which are scoped in the subsequent 

market and industry analysis sections, as well as in appendix 1. The word ‘market’ refers to a 

geographical limited economic trade area, which is typically used in conjunction with the industry 

definition above. As an example, the ‘Italian soft drink market’ refers to the soft drinks trades in Italy.  
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Furthermore, although the perception of ‘premium’ is subjective, in this paper, premium products are 

considered priced slightly or significantly higher than ‘mainstream’ brands for the simplicity of 

classification. 

 

1.3 Literature review 

In relation to the development of the research question, a series of subsequent study questions were 

presented. These serve the purpose of assisting in the answering the research questions, although their 

qualifications for being important were not expanded upon. Their relation to the research question 

will be qualified below, as well as brief discussion of the literature available, although initially, a 

discussion of how success may be defined in M&A is presented. 

 

1.3.1 How is a successful acquisition assessed? 

The research question introduced in the previous section focuses on Royal Unibrew’s ability to 

achieve success with their newly acquired Italian business. But success is a relatively vague and 

subjective term as one man’s perception of success may be considered a failure to another. For a 

company like Royal Unibrew, a successful venture in Italy could be determined by a wide range of 

metrics that relates to company performance. A 1999 KMPG report (Kelly, Cook, & Spitzer, 1999) 

suggested that a publicly traded company’s success criteria should always be maximizing 

shareholders’ value and any top management decision should have this goal in mind. Yet, other 

researchers suggest that many other types of successful acquisitions exist and that other motives may 

lay behind M&A activity. A 2017 McKinsey article (Goedhart, Koller, & Wessels, 2017) mentions 

accelerating market access for products or acquiring new skills/technologies as two alternative 

motives, yet the long-term goal of these types of acquisitions appear to be the same; improve long-

term company performance. According to Schoenberg (2006), it should be the managers’ own 

subjective assessment that defines the criteria for a successful acquisitions, which will be determined 

by a questionnaire that managers fill out at the time of the acquisition (ranking which criteria should 

be used to evaluate the success of the acquisition 3-5 years in the future (Datta, 1991)). After 3-5 

years, the managers would revisit the questionnaire and evaluate the performance. This method 

ultimately holds the managers responsible for their own success criteria, although the limited recall 

period and the potential for disagreement and change in management questions its final viability.  

A more recent study (Manea & Ali, 2017), suggests that the human elements of an M&A is just as 

important as anything else, and that it is vital for management to understand the implications that 

M&A can have on employees. Poor integration of human capital can be devastating to the firm as 
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well as the employees themselves, so a successful acquisition could also be based on the satisfaction 

levels of employees or how well the firm manages to integrate human capital. 

  

Royal Unibrew finalized their acquisition of Terme di Crodo in January 2018 (Royal Unibrew, 2018), 

less than a year and a half ago, perhaps making it too early to suggest whether the acquisition has 

been successful or not. Some research (Sirower & O'Byrne, 1998) suggest that a minimum of five 

years should be used as time span for measuring success post-acquisitions and that it should be 

benchmarked against the estimated return that the firms could have produced individually. According 

to consultancy firm A. T. Kearney (Haas & Hodgson, 2013), synergies must be realized as fast as 

possible post-acquisition or they will not be realized at all. The ‘window of opportunity’ to deliver 

synergies post-acquisition is as short as two-three years and should be measured on an on-going basis, 

according to the authors. 

 

Regardless, the research question aims to understand how Royal Unibrew may achieve success with 

their new acquisition in the future and not necessarily, whether it has been successful so far. The 

criteria for success will not be based upon a single metric, but rather a combination of metrics that 

typically are used to assess company performance from an outside perspective. These metrics will 

solely be based off financial performances, due to lack of publicly available data on non-financial 

metrics. No specific target will be classified as ‘success’, instead the goal is to improve upon current 

the current situation. 

 

1.3.2 Market analysis 

In the 1960s, King (1965) claimed that market analysis must be conducted rationally to ensure proper 

problem solving and support to the marketing branches. Scoping and rationalizing the purpose of the 

market analysis was key to gathering the right data (King, 1965). Since then, more applied 

methodologies of market research have been published, although with differentiated opinions of the 

approach to the analysis. Some argue that marketing research’s first steps are problem identification 

(Malhotra, 1993), yet newer researchers claim that market analysis can be used to scout the market 

for potential ideas and opportunities (Aaker & McLoughlin, 2010), practically reversing the approach 

of the early publications.  

While King (1965) captured much of the essence in market analysis, his rational approach to research 

were largely based on the assumption of scarce resources of market data. Since then, data has become 
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much more publicly available as the ability to conduct analysis without a final goal in mind is 

applicable (Aaker & McLoughlin, 2010). As such, the market analysis in this thesis was initially 

conducted for ‘scouting’ purposes in a search for developments and trends in the market. Later, the 

market analysis was narrowed down understand the dynamics of the market and assist in answering 

the research question. 

 

1.3.3 Industry analysis 

In the early days of scientific management (Taylor, 1911), Taylor claimed that it was managers job 

alone to ensure profit generation in the organization, however, he failed to acknowledge the 

importance of the industry in which the firm operates. As the pioneer of the positioning school of 

strategy, Porter (1979) claimed that the forces driving the industry in which a firm competes, directly 

affects the profitability of the company. As such, the ability to exploit holes in the industry and adapt 

to changes is vital to the survival of the firm (Porter, 1979). Since then, a parade of professors have 

critiqued Porter and some have even added additional forces that they believe Porter did not take into 

consideration, such as Downes’ three new forces: digitalization, globalization and deregulation 

(Downes, 1997). Today, most researchers agree that Porter’s contribution to the field of industry 

analysis has been game changing and that his five forces are still very much relevant (Dälken, 2014), 

and that most additional forces introduced since can be submerged into Porter’s five forces. 

 

1.3.4 Business environment analysis 

Analyzing the business environment surrounding the firm was popularized in 1960’s, led by Aguilar 

(1967) who introduced the scanning tool ETPS, which later changed acronym to PEST. The tool 

mentioned four main factors that directly influence the firm’s ability to conduct business (Aguilar, 

1967), however, since then, a wide variety of expanded version have been published, which changed 

or added additional factors to the tool. Today, the most popular version is PESTLE or PESTEL, which 

includes an environmental and legal perspective. Regardless, the endless variation of the tool all build 

upon the same assumption; the surrounding business environment affects businesses.  

The tool has been critiqued for being merely a snapshot of the business environment, which may 

change very quickly. It has also been critiqued for its dependency on the author’s interpretation of 

data and what it may mean for the industry and firms in question (Frue, 2018). Nevertheless, the tool 

appear to capture the importance of the external business environment better than any other tool, it is 

just a matter of picking which factors are the most important for your research (Gupta, 2013) 
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1.3.5 Financial analysis 

Financial accounting has been conducted for millenniums, however, it is only within the last century 

or two that a systematic approach to handling financial information has been widely used (Horrigan, 

1968). With the rise of the computers, a wide range of potential financial analyzes to conduct were 

popularized, however, they all share a common purpose: to get a thorough understanding of a 

company’s financial situation (Kieso, Weygandt, & Warfield, 2016). Whether that analysis is used in 

connection with an enterprise valuation, a strategy development or any other purpose, the focus may 

be placed upon different perspectives. Similarly, dependent on the scope of the analysis, a series of 

different statements and key figures may be analyzed. In the 1920s, DuPont introduced a model that 

broke down the ratio return on equity (ROE), which attempts to qualify what the firm’s return is based 

upon (Phillips, 2015). The underlying ratios of ROE could then again be broken further down into 

additional figures; however, eventually the analysis may become too bland and tedious. 

 

1.3.6 Value chain analysis 

Porter initially introduced the concept of a value chain for firms in 1985 as he claimed organizations 

were made of a series of activities, which helped generate value for the customers. Some of these 

activities were directly involved in the production of a good (or service) while others were indirectly 

involved (Porter, 1985). Rather than focusing on the industry level as Porter had done previously, he 

decided to focus on the firm level and study how the firm generates value for its customers through 

its activities. A few years later, Barney introduced the VRIN (later VRIO) framework, which analyze 

the resources and capabilities of the firm and claim that a sustainable competitive advantage can only 

be generated if it is valuable, rare, inimitable and exploitable by the organization (Barney, 1991). The 

research into the value chain took off in the late 1990s with the emergence of global value chains 

(Gurría, 2012) and later it was suggested that Barney’s (1991) criteria for sustained competitive 

advantage could be applied to Porter’s value chain (1985) (Othman & Sheehan, 2011). This 

combination qualifies the importance of each activity in Porter’s value chain but does not necessarily 

capture the links between the activities.  
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1.3.7 Strategy development 

Strategy development has been a competency associated with leaders long before the establishment 

of firms and industrial operations (Freedman, 2013). However, in the 20th century, Taylor (1911) 

kick-started the idea of improving processes and optimizing efficiency but was later critized for his 

isolated view of the company as one independent entity. Through the 1960s and 1970s, well-known 

professors started integrating other perspective into strategy. They thought that strategy should take 

elements such as positioning, industry-settings (Porter, 1979), experience (Henderson, 1970) etc. into 

consideration when conducting strategy. In the 1980s and 1990s, more resource based views (Barney, 

1991) emerged, as Porter considered that each firm is unique and have their own value propositions 

and competencies (Porter, 1985). Today, many agree on the influence of the last decade’s thinkers, 

however, the approach to strategy development is as complex as ever (AT Kearney, 2014). Tons of 

perspectives and ideas are shared online, disruptions and technology changes are frequent and 

consultancy firms are striving like never before (Kaplan, 2017). Yet one tool continues to peak above 

the others, which summarizes and captures the key points of preceding analyzes, the SWOT. An 

extension of the tool is the TOWS, which allows for synergy discovery among explored strengths, 

weaknesses, opportunities and threats (MindTools, 2019). Despite not being as popular as SWOT is, 

the TOWS-matrix takes the SWOT beyond a static state and allows for strategy generation.  

 

The strategies developed from the TOWS are built upon the preceding analyzes, and considers 

elements from many of the above-mentioned pioneers of strategy. 

 

 

1.4 Methodology 

In order to clarify the methods, models and frameworks in this thesis, this section delineates how the 

thesis is structured followed by a discussion of which models were employed in the analysis. 

Figure 1.1 presents an overview of the structure of the entire thesis and the models applied. Thereafter, 

each model is introduced and discussed.   
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1.4.1 Structure 

The thesis is structured with the classic Strategic Market Management reference model in mind 

(Aaker & McLoughlin, 2010), where an internal analysis of the company is combined with an external 

analysis of the company’s macro surroundings, which ultimately results in a SWOT. 

The subsequent TOWS analysis lays the foundation for the future strategic options before a final 

strategy is developed. The ‘red thread’ of the thesis is displayed in the figure below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Market Analysis 

Industry Analysis  

(Porter’s five forces) 

Business Environment Analysis 

(PESTEL) 

Financial Analysis 

Market-Portfolio Analysis 

 (BCG-Matrix) 

Value Chain Analysis 

 (Porter’s Value Chain and VRIO) 

SWOT 

Strategic Opportunities 

(TOWS)  

Final Strategy  

External Analysis (macro) Internal Analysis (micro) 

Figure 1.1 - The 'red thread' of the thesis, self-constructed with reference to the 

book ‘Strategic Market Management’ (Aaker & McLoughlin, 2010)  
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The structure aims to ”help managers identify, select, implement, and adapt market-driven business 

strategies that will enjoy a sustainable advantage in dynamic markets” (Aaker & McLoughlin, 2010, 

p. 3). Understanding how to compete is key to any business. Realizing how internal strenghts can 

help a firm combat external threats, or how internal weaknesses can be turned to opportunities with 

the right strategies is vital to the survival of the firm. The authors argue that this model is optimal for 

capturing the essence of strategy development (Aaker & McLoughlin, 2010), yet it fails to consider 

elements such as modes of entry and humans impact on M&A. However, the thesis does not look at 

a historic perspective and does not evaluate whether the acquisition was optimal, rather it focuses on 

how Royal Unibew can achieve success in the future with its current resources, which the model 

appear to assists with in a strong manner. 

 

In the next section, the models and frameworks will be presented in the sequence of the analysis in 

order to qualify their application to this study. 

 

1.5 Frameworks and models 

Several frameworks and models serve to support the analysis of the Royal Unibrew and their business 

environment. For most of the analyses, a main framework has been selected which forms the 

foundation of the analysis.  

 

1.5.1 External analysis of the soft drinks- and alcoholic drinks industries 

The external analysis is the study of the market, industry and business environment surrounding Royal 

Unibrew. Alterations in external environment may affect more than just Royal Unibrew, as its 

competitors face many of the same changes in the industry. 

 

The market analysis has no single framework shaping the breakdown but instead aims to give a 

thorough understanding of what the soft- and alcoholic drinks markets in Italy look like. The analysis 

attempts to capture the main trends and developments occurring in the market. The market analysis 

has been separated into two main industries; one for alcohol and one for soft drinks. Although the 

two industries have some things in common, such as a trend moving towards more healthy 

alternatives, they are characterized by some different features, hence a separation allows for more in-

depth analysis of each industry and their corresponding subcategories. 

Furthermore, it is important to understand that it is vital to analyze more than just Royal Unibrew’s 

primary categories within each industry, even though the company’s revenue mainly stem from beer 
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in the alcoholic drinks category and carbonates in the soft drink category. This is because the Italian 

consumers’ traditionally prefer wine and water over beer and carbonates (Euromonitor B, 2018) and 

it would be ignorant to ignore differences from Royal Unibrew’s other markets. 

 

Similarly, the industry analysis separates the alcoholic- and soft drink industries. Both industries have 

been analyzed using Porter’s five forces (Porter, 1979), which ultimately serves to find the key 

success criteria present in the industry and evaluate whether the industry is profitable based of the 

threat and bargaining power of the different players.  

The market- and industry analyzes could arguably have been forged into one large analysis but a 

separation was made to allow for additional focus on trends and development occurring in the market 

without exacerbating the industry analysis.  

 

The surrounding business environment is analyzed using the extended version of Aguilar’s (1967) 

PEST-model, which includes the environmental and legal perspective to make it a PESTEL (CIPD, 

2018). The analysis studies the main external components, which influences the players of the 

industries ability to conduct business in Italy. The PESTEL analysis permits easy separation of the 

categories found in the external business environment. Many versions of the tool exists which 

includes different perspectives but PESTEL is only able to capture the main elements that companies 

are unable to influence or change, while the market- and industry analysis focus on the demand and 

competition perspectives. 

 

1.5.2 Internal analysis of Royal Unibrew 

The internal analysis focuses on Royal Unibrew’s internal situation. These are elements that the 

company can directly impact and represent their strengths and weaknesses. 

 

The financial analysis exclusively use publicly-available financial data available in Royal Unibrew’s 

annual reports, with the exception of comparative data of peers and industry comparisons, which 

utilize data compiled and analyzed by Damodoran (2019) at Stern NYU. 

The financial analysis serves to understand Royal Unibrew’s financial situation, which is why main 

areas of the income statement, cash flow statement and selected key ratios have been analyzed.  

Alternatively, a reformulation of the income statement, balance sheet and cash flow statement could 

have yielded different key figures, such as ‘net operating profit after tax’ (NOPAT), which is often 

used in connection with growth analyses or forecasts and valuations (Petersen, Plenborg, & Kinserdal, 
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2017). Such analyses were not conducted, partly because Royal Unibrew has little to no financial 

income and expenses on their income statement (which the aim is to eliminate in with the 

reformulations), and partly because there will be no forecasts and valuations in this thesis.  

 

Once the financial analysis has concluded, the thesis studies the importance of each of Royal 

Unibrew’s major markets, through the market-portfolio analysis. The market-portfolio analysis is 

based on Boston Consulting Group’s growth-share matrix (Henderson, 1970), although with some 

slight alterations. Instead of basing the matrix on the products/brands of Royal Unibrew, it is based 

on firm’s primary markets. Using the brands and/or products of Royal Unibrew would have resulted 

in a disarray of things to include, which would diminish the usefulness of the output from the analysis. 

Alternatively, the BCG-matrix could be applied to Royal Unibrew’s Italian brands, e.g. LemonSoda, 

OranSoda, Ceres etc. but limited market data makes it impossible to determine the growth prospect 

of the individual brands2. Instead, the focus remains on the Italian market as a whole.  

 

After studying the importance of the different markets for Royal Unibrew, an analysis of how the 

firm generates value is conducted. Porter’s value chain (1985) introduces a series of primary and 

secondary activities, which all play their role in creating a margin for the company. Each activity is 

studied individually, before the VRIO-framework (Barney, 1991) is used in combination with 

Porter’s value chain. Rather than looking at Royal Unibrew’s resources individually, the VRIO-

framework is used to evaluate the activities introduced in Porter’s value chain through its questions 

of value, rarity, inimitability and organizational exploit (Barney, 1991). Despite it not being the 

traditional use, the combination of the two models allow for a clear understanding of the key activities 

within Royal Unibrew. Understanding a firms sustained competitive advantage based on Porter’s 

value chain (1985) alone is practically impossible when the links between the chains remains blurred, 

while Barney’s (1991) broad definition of resources and capabilities can be tough to capture without 

the guidance of Barney’s clustering of activities. The combined model assists in answering the 

research question as perhaps the competitive advantages present in the organization as a whole can 

have positive spillover effects on their Italian business. 

 

                                                           
2 The individual market shares of Terme di Crodo’s brands are so miniscule that the year-on-year changes are 

unnoticeable in the large scheme of things. 
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1.6 Philosophy of science 

The philosophical anchoring of this project has its roots in the logical positivism, as only theories 

built on the foundation of verifiable observations may be considered significant. As such, I would 

argue the frameworks used in this thesis are results of thorough consideration from professors and 

scientist of what may explain the observed reality. As an example, the structure-conduct-performance 

paradigm (Bain, 1959) assumes that the external business environment and the industry conditions 

affect the behavior of the players within the industry and ultimately determines the profitability 

available for firms. Several frameworks are based on the structure-conduct-performance paradigm, 

including Porter’s models surrounding competition, e.g. Porter’s five forces (1979).  In principle, the 

notion of success in regards to the research question, should only be verifiable through actual 

observations. 

 

1.7 Data 

The thesis will exclusively use secondary data. Royal Unibrew is a large publicly traded company 

that are legally obliged to publish truthful data and share insight knowledge with shareholders through 

their annual report (FSR, 2019). While extra insight possibly could be acquired through interviews 

with Royal Unibrew’s management, it was decided that publicly available information would cover 

the resources required to paint a trustworthy picture of the firm’s situation. With a massive range of 

analyzes and data available online, a critical examination of secondary sources has been carried out 

before included in the thesis.  

 

1.7.1 Reliability and validity 

The reliability among the sources used in this thesis is considered relatively high. This is based on an 

evaluation of the sources that have several indicators demonstrating the consistency of the data.  

Royal Unibrew’s own financial data is reported through a consistent year-to-year method, although a 

slight change in definitions of main markets compared to last year has occurred; France has been 

included as a part of ‘Western Europe’ in the 2018 annual report, whereas it used to be part of 

‘international’ or ‘exports’ in the previous reports (Royal Unibrew, 2019). Strict regulations guide 

the reporting procedure for publicly traded companies, that requires certain information to be 

presented in specific formats year after year (FSR, 2019). 

 

The validity of the sources used in this thesis is considered relatively high. Every source used in this 

thesis has been used to emphasize a point or enlighten a topic, which assists in answering the research 
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question. While the sources do not directly help answer the question, they do contribute to the 

analyses, which ultimately serve the purpose of answering the research question. The sources have 

been selected with their ‘face validity’ (Ronald, 2010) in mind, which means they have to be sensible 

or relevant to the topic at hand. 

 

The following segments will have individual discussions of their reliability and validity. 

 

1.7.2 Euromonitor 

The primary database used for calculating market shares, category development, industry trends etc. 

in the market- and industry analyses is Passport, also known as Euromonitor International. 

Euromonitor is one of the world’s largest market research and analytics companies in the world, with 

analysts in more than 100 countries (Euromonitor, 2019). Euromonitor’s methodology is streamlined 

across borders with regional offices collecting, surveying, analyzing, interpreting and reporting data 

to Euromonitor’s editors. The data is revisited twice a month although market, industry and country 

reports are usually published annually, including those used in this thesis (Euromonitor, 2019).  

The two main reports used in this thesis are the ‘Alcoholic Drinks in Italy’ report from June 2018 

(Euromonitor B, 2018) and the ‘Soft Drinks in Italy’ report from March 2019 (Euromonitor A, 2019). 

These two reports contain sub-sections, which includes in-depth numbers on categories within these 

two industries, e.g. wine and beer for alcohol or bottled water and carbonates for soft drinks. They 

also include comments and executive summaries of the main findings in the reports and differences 

from last year’s edition.  

The reliability of the source is considered relatively high, as the collection method has been consistent 

across borders. That said, the regional managers are practically in charge of collecting the local data 

(Euromonitor, 2019), which means variations and oversights can occur without the reader’s 

knowledge. 

In regards to validity, Euromonitor’s reports have not be created with this project in mind, so rather 

than having all relevant information, nitpicking of sensible parts have been necessary to ensure 

relevancy for the thesis. The data itself is considered fairly valid with several tests for data validation 

are conducted before a final crosscheck with other sources (Euromonitor, 2019). 

 

1.7.3 Marketline 

Another large database used to crosscheck and gain additional information on the markets, is 

Marketline, who provides similar market reports to Euromonitor, although their reportings are slightly 
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different due to different market definitions. As an example, Euromonitor reported a total volume of 

16.063 million liters of soft drinks sold in Italy in 2017 (Euromonitor, 2018), compared to 

Marketline’s 16.286 million liters in the same year (Marketline A, 2018).  

The primary reports used from Marketline are the “Soft Drinks in Italy” (Marketline A, 2018), “Wine 

in Italy” (Marketline C, 2018), “Spirits in Italy” (Marketline D, 2018) from 2018 and the “Beer and 

Cider in Italy” report from 2019 (Marketline B, 2019), which have been used for their industry 

insights as well as crosschecks with Euromonitor. 

Marketline’s data collection is mainly conducted via secondary data, which is provided by well-

recognized sources such as the IMF, World Bank, UN, and national statistics organizations, which 

serve to secure reliability and validity of the reports (Marketline E, 2017). As a result, Marketline 

rely heavily on the accuracy provided by suppliers, although multiple crosschecks are performed 

before the release of any material in order to maintain consistency and correctness. 

 

1.7.4 Articles and reports 

Articles and reports are the main source of information outside of databases. The articles are mostly 

used as a source or reference in regards to a specific topic, which briefly describes a situation or an 

opinion, while reports are often larger pieces of material which goes in-depth with a topic and often 

have companies credited as authors rather than individuals. Any article or report used in the thesis 

must bear some level of credibility, through either the publisher (the news site/website) and/or the 

author itself. Critical information used in the thesis is crosschecked with other reliable sources if 

available, otherwise a personal assessment of the reliability and validity of the individual source is 

conducted before being included in the thesis. 

 

1.8 Introducing Royal Unibrew A/S 

Royal Unibrew was founded in 1989 as the result of a merger between three Danish breweries, Faxe, 

Ceres and Thor. Initially, the combined company was named Bryggerigruppen but that was later 

changed to Royal Unibrew A/S as more foreign brands started to become part of the portfolio. 

Today, Royal Unibrew produces, markets, sells and distributes branded alcoholic- and non-alcoholic 

beverages, primarily consisting of beer and other malt drinks, soft drinks and ready-to-drink alcoholic 

beverages to countries across the world. Royal Unibrew’s primary markets are Denmark, Finland and 

the Baltic countries along with France and Italy in Southern Europe (Royal Unibrew annual report, 

2019).  
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In 2018, Royal Unibrew achieved a record net profit of 1.040 million DKK on the basis of 7.298 

million DKK in net revenue, on the back of a combination of organic growth (carried by outstanding 

summer weather in the Nordic region) and newly acquired subsidiaries in Italy, France and Denmark 

(Royal Unibrew annual report, 2019). 

 

And one acquisition is particularly interesting, the Italian Terme di Crodo. Royal Unibrew acquired 

Terme di Crodo on January 2nd 2018, for a price of 607 million DKK, which was just shy of 2,5 times 

its revenue in 2017. The company holds a range of Italian carbonates brands, such as LemonSoda, 

OranSoda and PelmoSoda, which have existed for more than 60 years, yet their market shares in the 

Italian carbonates (soda) industry is only 4% (Euromonitor A, 2019).  

Terme di Crodo has a modern production facility in the Crodo municipality in Nothern Italy, which 

produces their products as well as packaging. The subsidiary employs 70 people, all focusing on the 

production and internal logistics of Terme di Crodo. 

The sales price of LemonSoda and OranSoda is very similar to mainstream brands such as Coca-Cola 

and Pepsi, and according to Royal Unibrew, the brands are distributed in more than 95% of off-trade 

channels and 55% of on-trade channels (Royal Unibrew annual report, 2019) 

 

Terme di Crodo is especially interesting because the firm offer soft drinks, which Royal Unibrew is 

all too familiar with, but in an Italian market, where Royal Unibrew is currently only present with its 

beer brand, Ceres. Royal Unibrew expects significant value to be generated from the acquisition, as 

it reinforces their position in Italy and offers considerable synergies with the existing portfolio (Royal 

Unibrew annual report, 2019). 
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2. Market analysis 
Royal Unibrew consider their main markets to be Western Europe - which includes Denmark, 

Germany, Italy and France - and the Baltic Sea - which includes Finland, Estonia, Latvia and 

Lithuania. Additionally, Royal Unibrew exports and licenses to other countries around the globe, 

which includes sales that are conducted outside of above mentioned countries. These are referred to 

as ‘international’ (Royal Unibrew annual report, 2019). 

 

As mentioned in the introduction, Royal Unibrew is a provider of a large assortment of beverages 

within several categories of brands and price ranges across several continents, which opens up for 

very large number of potential market analyses to conduct. As an example, it could be relevant to 

look at premium carbonates in Italy or craft beers in the Baltics to understand which segments and 

markets Royal Unibrew targets and why. Due to limitations and relevancy, this report will attempt to 

cluster geographical areas, brand categories and product categories in an attempt to exclude noise and 

direct the analyses towards answering the research questions. Relevant subcategories will be 

discussed within the individual market analyses in an attempt to capture important trends and 

movements in the markets. As such, the market analyzes will consist of two major parts, alcoholic 

drinks in Italy and soft drinks in Italy. 

 

Figure 2.1 - Royal Unibrew 2018 quick overview (Royal Unibrew Annual Report, 2019, p. 4) 
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2.1 Alcoholic beverages in Italy 

Italy is country with a long tradition of alcohol consumption, although their preferences in alcohol 

differs significantly from what is consumed in Royal Unibrew’s other primary markets. According to 

Euromonitor’s report on alcoholic drinks in Italy (Euromonitor B, 2018), beer accounted for less than 

40% of the total volumes of alcohol consumed in Italy in 2017, which is among the lowest in Europe 

(Brewers of Europe, 2018).  

 
Table 2.2 - % of total alcohol consumption (volume) across categories in selected countries (Euromonitor B, 2018) 

For comparison, in Denmark beer accounted for 66% of all alcohol consumed and around 60-80% 

across the Baltic countries. Instead, wine is the predominant category of alcohol consumed in Italy, 

where high volumes of domestic production and a zero tax-policy on wine keep prices relatively low 

for the consumers (Euromonitor B, 2018).  

 

In table 2.3, the development in 

sales of alcoholic drinks across the 

last six years is displayed in 

volume and value numbers.  

While volume numbers appear to 

be stagnating, the value generated 

in the category continues to grow 

slightly. The value growth 

outpaced volume across all 

categories and it is apparent that 

average prices are only going 

upwards. 

The increased value generated in 

the industry is testament to the 

Category Italy Denmark Germany France Latvia Estonia Lithuania Finland

Beer 39% 66% 78% 42% 76% 64% 78% 72%

Cider/Perry 0% 1% 0% 2% 2% 5% 3% 6%

RTDs/Premixes 1% 1% 1% 0% 4% 9% 2% 7%

Spirits 3% 3% 4% 8% 10% 8% 9% 4%

Wine 56% 28% 17% 48% 9% 14% 8% 11%

Total 100% 100% 100% 100% 100% 100% 100% 100%

Category 2016/2017 2012-2017 CAGR 2012/2017 total

Beer 1,4% 0,0% -0,1%

Cider/Perry 12,0% 9,2% 55,6%

RTDs/High-Strengh Premixes3,0% 3,0% 15,7%

Spirits -0,9% -2,3% -11,2%

Wine 1,1% -0,8% -3,8%

Total 1,2% -0,5% -2,4%

Category 2016/2017 2012-2017 CAGR 2012/2017 total

Beer 3,7% 1,4% 7,0%

Cider/Perry 15,6% 11,3% 71,2%

RTDs/High-Strengh Premixes4,6% 3,2% 16,9%

Spirits 1,3% -1,7% -8,3%

Wine 3,2% 1,7% 8,6%

Total 2,9% 0,7% 3,6%

Sales of Alcoholic Drinks by Category: (%) Total Volume  Growth 

2012-2017

Sales of Alcoholic Drinks by Category: (%) Total Value  Growth 

2012-2017

Table 2.3 - Growth in sales of alcoholic drinks by category in Italy in %, from 2012-

2017, volume and value (Euromonitor B, 2018) 



Nicklas Petersen Master’s Thesis 15-05-2019 

Page 23 of 86 
 

shift occurring in the industry. Consumers are demanding more premium products and producers 

respond with higher value generation. 

 

2.1.1 Premiumization 

The phenomenon known as premiumization is often characterized by increasing prices or other 

elements that may persuade the consumers to believe the products are of higher quality or exclusivity 

(Oxford Dictionary, 2019). Several industries, including alcoholic drinks, are experiencing 

consumers that demand premium products.  

 

Premium is a matter of perception. A perception that is not only persuaded by price but just as much 

by the product’s history, how it’s made, it’s associations, taste and exclusivity among other factors 

found in a 2016 study (Siddle, 2016).  

 

While premiumization might appear as a buzzword in modern days’ business articles, it has been a 

visibly growing trend that has helped reshape industries since the dusk of the financial crisis, 

including the beverage industry (Euromonitor M, 2017).  As a result, traditional companies have had 

to rethink their value propositions, as simply streamlining mainstream brands and holding frantically 

onto loyal customers as a stand-alone strategy is perhaps outdated. International breweries, such as 

Royal Unibrew, have felt the need to broaden their portfolio offerings to meet increasing customer 

demands (Royal Unibrew, 2018). The integration of more premium and super-premium brands as 

well as acquisitions of craft domestic breweries have allowed large international manufactures to 

capture market shares in the more attractive parts of the industries. 

 

Premiumization is a key value driver in the alcoholic drinks industry in Italy, where especially ‘social’ 

drinkers are willing to pay the higher prices for premium products (Euromonitor B, 2018).  

‘The good life’, as Royal Unibrew describes it themselves (Royal Unibrew annual report, 2019), is a 

noticeable consumer trends that is reshaping how customers wish to consume alcoholic (as well as 

non-alcohlic) beverages. Quality over quantity, as beverages should be enjoyed in moderation and in 

company with others. Within these circumstances, consumers are willing to pay extra for premium 

products, further stimulating the growth of premiumization. 
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Innovation, new product launches and intensified marketing schemes all helped fuel the 

premiumization in the alcoholic beverage industry (Euromonitor B, 2018). 

 

2.1.2 Beer in Italy 

Although beer is not the most popular type of alcohol in Italy, it remains a key part of the market, 

which many large international breweries are aware of. Many of Royal Unibrew’s familiar 

competitors from other markets are also present in Italy. According to Euromonitor’s report on 

alcoholic drinks in Italy from 2018 (Euromonitor B, 2018), Heineken’s Italian branch is market leader 

in Italy with over 28% of all beer volumes in 2017, followed by Birra Peroni, which got acquired by 

Japanese Asahi in 2016 (BBC, 2016). 

 

It is noteworthy how 

internationalized the Italian beer 

market is with only 2 of the top 10 

beer companies still owned by 

Italians, which is equal to the 

number of Danish and Dutch 

companies in the top 10.  

 

 

The beer market in Italy is characterized by tight competition where M&A activity have become the 

norm of growth (CBInsights, 2018). Rather than building a new brewery from scratch, international 

companies elect to acquire regional breweries and expand upon their own empire.  

 

2.1.3 The consolidation of the beer industry 

Despite significant growth in the number of breweries in Italy (Brewers of Europe, 2018), the 

combined market share (by volume) held by the top three companies in the beer industry remain 

almost identical to five years ago, when Heineken, Birra Peroni (now owned by Asahi) and Birra 

Castello combined for a market share of 57,9% in 2012 compared to 58,2% in 2017 (Euromonitor B, 

2018). 

 

There are several reason why large beer companies elect to acquire regional breweries rather than 

growing organically. Initially, beer is a relatively expensive good to move. The retail price for a truck 

Table 2.4 - GBO Company shares of beer in Italy (volume) in 2017 (Euromonitor B, 2018) 

Company Country of parent company Market share

Heineken Netherlands 28,3%

Asahi Group Japan 19,7%

Birra Castello SpA Italy 10,2%

Anheuser-Busch InBev Belgium 7,5%

Carlsberg Denmark 6,4%

Birra Forst SpA Italy 4,7%

Royal Unibrew Denmark 3,6%

Bavarian Netherlands 1,8%

Oetker-Gruppe Germany 1,5%

Molson Coors Brewing USA 1,1%

Others - 15,2%
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full of beer is significantly lower than most other goods (CargoHandbook, 2012). As a result, it is 

much more efficient to locate breweries close to the consumers. 

Additionally, beer is a relatively homogenous product that is well branded by businesses. Similar 

ingredients are contained in the beer regardless of who the manufacturer is, although slight 

modification to the brewing process and special add-ons may set them apart. As a result, the costs 

associated with producing a premium beer is the same or only slightly above that of a discount beer 

(Madsen, Pedersen, & Lund-Thomsen, 2011). 

However, while products appear relatively homogenous, the consumers’ perception of beer is not. 

Many adults are able to tell major brands such as Budweiser, Heineken and Carlsberg apart on their 

packaging - and perhaps they have a favorite one - but according to a 2014 blind taste test (Robinson, 

2014), most adults were unable to distinguish between major lager brands. 

 

Another experiment conducted about 50 years ago, revealed that the relationship between price and 

brand perception is enormous. McConnell (1968) gave 60 beer-drinking adults a wide range of beers 

over an 8 weeks period to sample, but in reality all the beers were the same, only with a different 

label and a different price point. The experiment found that vast majority of the adults preferred the 

‘premium’ beers and some even explained how they were disgusted by some of the ‘discount’ 

versions even though they were exactly the same (McConnell, 1968). 

 

The experiments revealed the importance of branding, as the associations with the beer is just as, if 

not more important, than the product itself. Scaling is not only done in the production, it is also a 

marketing phenomenon, which give the large players an advantage when branding their beer (Kumar, 

2018).  

 

2.1.4 Non-alcoholic beer 

With growing health awareness, especially among younger consumers (Nielsen, 2015), non-alcoholic 

beverages that traditionally have alcohol in them, offers a niche-product that allows producers to 

capture consumers with a different mindset. A UK study finds that nearly 30% of all 16-24 years olds 

were non-drinkers in 2015, up from 18% in 2005, while half in that age group had not touched a drink 

in the past week, compared to 35% in 2005 (Fat, Shelton, & Cable, 2018). 

And this is reflected in the UK sales of non-alcoholic beer, which are up 20% since 2014, compared 

to the total beer volumes, which are down 2,5% in the same period (Euromonitor N, 2018). 
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Granted, the numbers are not as conclusive in Italy, where the non-alcoholic beer volumes ‘only’ 

increased by 8% since 2014 (Euromonitor B, 2018), but the trend is evident all over Western 

countries; And breweries know it. All major international breweries have launched low or non-

alcoholic beers within the last decade and AB InBev aims to make a fifth of its beer fall within the 

category by 2025 (Blenkinsop & Clarke, 2017).  

Beverage companies look to benefit from the growing trend and they believe it is much more than 

just a temporary fad; “It’s not just about 2019, but the future of the beer category”, Katharina Preville, 

Lead Brand Manager at Heineken, stated in an interview with Brewbound (Kendall, 2018).  

Sales of non-alcoholic is not just another variant of beer, but an opportunity to raise margins in an 

otherwise pressured industry. By lowering the alcohol content in beverages, manufactures are subject 

to lower taxes and often reduced legal requirements for marketing, distribution and sales (Blenkinsop 

& Clarke, 2017).  

 

2.1.5 Wine in Italy 

Royal Unibrew does not offer wine as part of their beverage portfolio, yet it is important to 

acknowledge wine as a key part of the alcoholic drinks market in Italy, as it by far the preferred 

beverage option when it comes to alcohol in Italy (Euromonitor B, 2018). Italian consumers have a 

long tradition of consuming wine as presented by this classic Italian food rule: “wine or water, nothing 

else” (Reavis, 2014). And despite raising the legal drinking age from 16 to 18 in 2012 (Juliff, 2019), 

it is commonly accepted for minors to consume alcohol at meals in the presence of their parents. 

 

Yet, the shifts occurring in the rest of the alcohol industry has not circumvented the wine category, 

as health concerns associated with the consumption of alcohol has resulted in a reduction of daily 

wine drinkers in Italy from 24,1% in 2010 to 19,0% in 2017 (Statista, 2019). 

 

Premiumization has also made its mark on the category as entry-level wine products has seen a 

significant hit in demand while premium segments flourish (Euromonitor B, 2018). ‘The good life’ 

is also present in the wine industry as consumers reduce their consumption of wine out of habit and 

turn into ‘social drinkers’. 
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2.2 Soft drinks in Italy 

With the finalization of the acquisition of Terme di Crodo in 2018, Royal Unibrew has expanded their 

portfolio offering in Italy. Previously, the Danish brewery had put all their focus on the strong ale 

Ceres, although with these newly acquired brands, LemonSoda and OranSoda among others, Royal 

Unibrew seek to enter the soft drink market in Italy. In Royal Unibrew’s other markets, soft drinks 

already make up about half of the company’s revenue base, so expanding into non-alcoholic 

beverages in Italy appeared to be a mere matter of time. 

 

But Italy is different; In Italy, bottled water makes up 75% of all soft drinks sold (volume), 

significantly more than in any of Royal Unibrew’s other primary markets (Euromonitor A, 2019). In 

fact, 3 out of the 53 largest soft drink brands in Italy are all bottled waters, only Guizza and Coca-

Cola breaks the pattern and introduces carbonates to the Italian consumers (Euromonitor A, 2019). 

 

Table 2.5 - % of total soft drink consumption (volume) across categories in selected countries in 2018 (Euromonitor A, 2019) 

While the acquisition of Terme di Crodo included a bottled water brand, Crodo Lisiel, it is a mere 

niche part of Terme di Crodo’s final portfolio (not even large enough to register a market share above 

0,0% in the bottled water subcategory (Euromonitor A, 2019)), as more well-known brands such as 

LemonSoda and OranSoda were the primarily brand-drivers for the acquisitions (Royal Unibrew B, 

2017). It is unexpected that Royal Unibrew will be able to capture a considerable part of the bottled 

water market in Italy as a result of the acquisition. Instead, Royal Unibrew has managed to acquire a 

4% market share in the carbonates segment in Italy (Euromonitor A, 2019) as a result of the 

acquisition. 

                                                           
3 (Volume) The 5 largest brands in 2018 are: #1 Levissima (7,7% market share), #2 San Benedetto (7,5%), #3 Guizza 

(7,0%), #4 Sant’Anna di Vinadio (6,7%), #5 Coca-Cola (3,8%) (Euromonitor A, 2019) 

Category Italy Denmark Germany France Latvia Estonia Lithuania Finland

Bottled Water 75% 19% 50% 64% 52% 48% 51% 17%

Carbonates 15% 55% 32% 17% 30% 24% 30% 46%

Concentrates 0% 6% 0% 2% 0% 1% 0% 3%

Juice 5% 14% 12% 14% 15% 22% 15% 30%

RTD Coffee 0% 0% 0% 0% 0% 0% 0% 0%

RTD Tea 4% 2% 4% 3% 2% 3% 2% 1%

Energy Drinks 0% 3% 2% 1% 1% 2% 3% 3%

Sports Drinks 1% 0% 1% 0% 1% 1% 0% 0%

Others 0% 0% 0% 0% 0% 0% 0% 0%

Total 100% 100% 100% 100% 100% 100% 100% 100%
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2.2.1 Carbonates in Italy 

Carbonates make up a significantly smaller share of the total soft drink market in Italy, compared to 

Royal Unibrew’s other primary markets, as displayed in table 2.5 on the previous page. Despite this, 

the category should not be neglected as the sheer size of the Italian market means that the total 

carbonates sold in 2018 in Italy is more than five times the amount sold in Denmark, where carbonates 

is by far the most popular category (Euromonitor A, 2019).  

Recognizable international players are also present in the carbonates part of the industry, where Coca-

Cola’s combined brands hold market shares above 40%, followed by San Benedetto, Pepsi and San 

Pellegrino, before Royal Unibrew makes an appearance at 4% market shares with the brands 

OranSoda (2,0% market share), LemonSoda (1,4%) and PelmoSoda (0,6%) (Euromonitor A, 2019). 

The carbonates category is not doing too well as a whole though, as displayed by the table below: 

 

Table 2.6 - Development of Soft Drink categories in Italy in million litres (volume), 2013-2018 (Euromonitor A, 2019) 

The development of the carbonates category in Italy is the worst in the industry besides sports drinks, 

which is a much smaller category on its own. With carbonates volumes declining nearly 10% since 

2013, it is clear that consumers are seeking alternative options. The development may be related to 

the change in consumer preferences, as customers demand healthier alternatives. 

 

2.2.2 Healthy options prevail 

Similarly to the alcoholic drinks, soft drink consumers are seeking healthy alternatives to the 

otherwise sugar-inducing carbonates. Several studies, including a recent Centers for Disease Control 

and Prevention (CDC) study (Cohut, 2018), confirm strong correlations between children’s 

Category 2013 2014 2015 2016 2017 2018 ∆ 2013-2018

Bottled water 10.293     10.549     11.389     11.426     11.818     12.158     18,1%

Carbonates 2.733       2.561       2.622       2.574       2.524       2.464       -9,8%

Concentrates 20           20           21           21           22           23           13,6%

Juice 796          750          756          709          725          746          -6,2%

RTD Coffee 1             1             2             2             2             2             14,3%

RTD Tea 700          644          691          632          653          677          -3,3%

Energy Drinks 35           37           39           38           39           40           15,1%

Sports Drinks 125          111          111          109          107          105          -15,7%

Others 0,3           0,3           0,3           0,4           0,4           0,4           33,3%

Total 14.703     14.674     15.632     15.511     15.889     16.216     10,3%
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consumption of sugary drinks and obesity; something the Italian government has reacted upon, by 

banning the sales of carbonates in high schools and below (Euromonitor A, 2019).  

Instead, consumers seek more healthy and natural alternatives, such as mineral water or juice, both 

categories which have experienced nearly 3% volume growth since last year, compared to the 

negative 2,7% that carbonates had (Euromonitor A, 2019). Bottled water in particular is a category 

that the Italian consumers have fallen in love with. Unlike carbonates, the natural mineral water 

producers have successfully managed to campaign themselves as pure and healthy beverage options 

that can be consumed without fears of allergies, calories or artificial additives. Furthermore, with 

varying quality of tab water depending on where in the country you live as well as an outdated water 

systems (Reuters, 2010), carries mistrust among some Italian citizens, that simply would prefer to 

consume the ‘pure’ mineral water from bottles (Euromonitor A, 2019). 

Additionally, the bottled water category has managed to increased value by applying flavors or 

introducing ‘functional’ ingredients, such as protein, practically stealing buyers from other 

subcategories (Euromonitor G, 2019). Water is not just something you drink to survive; the producers 

are moving away from commoditized water and building strong water brands. 

 

2.3 Summary of the market analysis 

The Italian consumers’ preferred beverages-options differ considerably from what Royal Unibrew is 

used to in their other primary markets. Wine continues to dominate the alcoholic drinks industry, 

despite declines in the overall wine consumption, while bottled water’s firm grip on the soft drink 

industry is going nowhere. The carbonates subcategory is suffering the most as consumers seek 

healthier alternatives. 

 

The health awareness of consumers have boosted the growth in the non-alcoholic beer and 

carbonates-alternative categories, while the transformation towards ‘social drinking’ and ‘the good 

life’ make customers demand more premium products. The trend of premiumization has boosted the 

value generation in the industry and made room for niche producers that focus on quality above that 

of mainstream manufacturers.  
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3. Industry analysis 
While Royal Unibrew’s two major industries, soft drinks and alcoholic drinks, have many 

overlapping characteristics, they too have some distinct differences. Because of this, an industry 

analysis will be performed for each industry, soft drinks & alcoholic drinks, before being combined 

in the end.  

The soft drink industry will include carbonates, bottled water, juice, concentrates, energy- and sports 

drinks as well as ready-to-drink coffee and tea (including ice tea). 

The alcoholic drinks industry will include beer, wine, spirits, ciders and other ready-to-drink alcoholic 

beverages. The in-depth description of each what each subcategory includes can be found in appendix 

1. 

 

The industry analysis will be performed using Porter’s five forces (Porter, 1979). A porter’s five 

forces (Porter, 1979) analysis serve to understand the dynamics within an industry. How are the 

relations between the different players in the industry, what are the key competitive forces and how 

attractive is the industry? 

Porter (1979) claims that there are five forces that shape an industry; these are the 1) buyers, 2) 

suppliers, 3) new entrants, 4) substitutes and 5) the industry rivalry. Each force represent a threat to 

the industry and can range from ‘low’ to ‘high’. It is important to note that the level of threats from 

each force are relatively subjective, although the conclusions are based on thorough analysis and 

considerations. The analysis attempts to recognize the attractiveness of the industry in regards to its 

profitability through some key success factors. 

 

3.1 Analysis of soft drinks industry 

3.1.1 Bargaining power of buyers 

The main distribution channels for soft drinks are classic off-trade channels, such as supermarkets, 

hypermarkets and discounters, which accounted for a combined sale of 39% in 2018 (Euromonitor 

A, 2019). While on-trade does represent nearly 18% of all volume, it is clear that majority of 

purchases of soft drinks are conducted through stores in Italy. 

 

Table 3.1 - Distribution of sales channels for soft drinks in Italy in 2018 (Euromonitor A, 2019) 

For comparison, the on-trade sales denoted 19,2% of volumes in Denmark in 2018 (Euromonitor C, 

2019). 

Soft drinks, Italy 2018 Total On-trade Off-trade Supermarkets Hypermarkets Discounters Convenience and Gas stations Others

Volume million liters 16.391            2.939            13.452            2.529                  2.004                  1.803             2.811                                                   4.305            

% of Total 100,0% 17,9% 82,1% 15,4% 12,2% 11,0% 17,2% 26,3%
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According to a GfK study (GfK, 2018), the retail concentration in Italy is significantly less prevalent 

than in most other Western European countries. With a more fragmented retail sector, manufactures 

of soft drinks have multiple options when peddling their products, weakening buyer power. 

Additionally, a strong brand recognition and consumer preferences, especially among stronger 

brands, forces retailers to have producers’ products on the shelfs (Marketline A, 2018).  

 

On the contrary, buyer power is strengthen by the limited importance of soft drinks as a whole for 

retailers as they traditionally have offerings across multiple categories. 

Overall, the assessment of the bargaining power of buyers is moderate. 

 

3.1.2 Bargaining power of suppliers 

The primary input for any soft drink is water. In Italy, the quality of the underground water varies 

from region to region (Reuters, 2010), although several suppliers exists along with potential water 

purification processes, which limits supplier power (Marketline A, 2018). Other ingredients for soft 

drinks depends on the type of beverage and taste variants and the bargaining power of suppliers is, 

thus, highly dependent on the availability of the ingredients and demand. As an example, additives 

such as aspartame or stevia, may only have limited suppliers but are only used in some specific soft 

drink variants (Hyet, 2019). Other, more commonly used ingredients, such as sugar, are often sold as 

commodities and have the same prices, regardless of whom the buyer may be. 

Finally, packaging suppliers have increasing bargaining power, as consumers increasingly demand 

more environmentally friendly packaging (Marketline A, 2018). 

 

Some international manufactures have their production sites outside of Italy and elects to export their 

goods into the country, practically eliminating the need to bargain with Italian material suppliers. 

 

The bargaining power of suppliers ultimately depends on their size and power; is the manufacturers’ 

orders vital to the supplier? Can the manufacturer easily pick an alternative? 

Overall, the assessment of bargaining power of suppliers is low to moderate, depending on the size-

relation to the supplier and the availability of the ingredients. 

 

3.1.3 Threat from new entrants 

The Italian soft drink market is dominated by large international manufactures, such as Coca-Cola 

and San Benedetto, who holds significant brand recognition and reach among customers. The three 
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largest national brand owners (NBO) in Italy hold a combined market share of 42,6% of the volume 

of soft drinks (Euromonitor A, 2019)4, compared to just 35,3% in Denmark (Euromonitor C, 2019)5. 

Especially among the larger players, scale economies, strong brands and large range of product 

offerings characterize an industry that can be tough to penetrate as a newcomer (Marketline A, 2018). 

Fresh players typically attempt to differentiate their product offerings by leveraging health benefits 

or unique production methods and usually targets niche segments. 

Other entrants may be international players that achieved success in their domestic market and now 

wish to try their luck in Italy, such as Royal Unibrew. These companies are more likely to enter with 

brute force through an acquisition or heavy marketing activities (Marketline A, 2018). 

Soft drinks in Italy are forecasted to grow about 9% till 2023 (Euromonitor A, 2019). While such 

growth prospects are not too inspiring, it becomes even duller with the removal of the largest soft 

drink category, bottled water, which alone is projected to grow 12.3% over the next five years. 

Removing bottled water from the equation results in a leftover industry that should grow less than 

1% come 2023, with carbonates taking the largest hit of -14,3% in volume (Euromonitor A, 2019). 

Overall, the assessment of threats from new entrants is moderate. 

 

3.1.4 Threats from substitutes 

Primary substitutes to soft drinks are other beverage categories such as coffee, tea and alcohol. Many 

large international players have a broad portfolio of products that cover categories outside of soft 

drinks, such as Royal Unibrew that also offers beer and other alcoholic beverages - or Nestlé, a major 

player in several other food and beverage industries. These players experience very little threat from 

substitutes from other categories, while small players that only operate with the production of soft 

drink may suffer if consumer preferences change or new alternatives become available (Marketline 

A, 2018). With little to no switching costs, consumers are free to switch products, both within the 

category (e.g. from carbonates to juice) or to other categories, although these rarely serve the exact 

same purpose as soft drinks. 

 

The biggest threat of substitution happens within the soft drink category itself, where consumers 

demand more healthy and nutritious alternatives to traditional sugar-heavy beverages. Some elects to 

                                                           
4 The three largest company shares (NBO) by volume in Italy are: 1) San Benedetto (17,9%), 2) San Pellegrino (16,5%) 

and 3) Coca-Cola (8,2%). Source: Soft Drinks in Italy 2018 (Euromonitor A, 2019) 
5 The three largest company shares (NBO) by volume in Denmark are: 1) Carlsberg (13,5%), 2) Royal Unibrew (13,0%) 

and 3) Rynkeby Foods (8,8%). Source: Soft Drinks in Denmark 2018 (Euromonitor C, 2019) 
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consume the sugar free variants of traditional drinks, while others switch completely. This could 

explain the vast difference in volume growth within the subcategories of soft drinks. Volumes of 

carbonates dropped nearly 10% since 2013, while bottled water grew 18% in the same period 

(Euromonitor A, 2019). But similarly to other categories, most large players offer several products 

within soft drinks that cover both sugar beverages and healthy alternatives. 

The assessment of threat from substitutes is that changes within the category threaten the traditional 

soft drinks more than any outside category. As a result, threats from substitutes to the soft drink 

industry are low. 

 

3.1.5 Rivalry in the industry 

While the top soft drink companies in Italy all hold significant market shares, none is dominant 

enough to ignore one another. Even the smaller and more fragmented players are considerable and 

can capture market shares from the established international brands - however when this happens, it 

is common to see acquisitions occur as a protective measure from the larger players (Hall, 2018). 

Switching costs are non-existent in the soft drink market, making it attractive for competitors to steal 

consumers from each other, which boosts the rivalry. On the contrary, strong brands and high 

consumer preferences limit the likeliness of switching. 

 

New trends in the market forces companies to develop new products and first movers can potentially 

capture market shares from the sleeping giants. This results in heavy product development and 

marketing campaigns to stay ahead of the competition (Marketline A, 2018). 

After overcoming fixed costs, the margins achievable in the soft drinks industry appear relatively 

average compared to other industries. A stern NYU study (Damodara, 2019) reveals that the average 

net margin for the soft drink sector clocks in at 6,5%, just below the average of 7,2% across all sectors 

in Europe in 2018. However, on a product level, the margins achieved are significantly different from 

non-premium compared to premium, because little to no changes are made in inputs, but sales prices 

raise significantly (ThinkDrinks, 2016). The premiumization trend is very noticeable in the soft drinks 

industry and has played an important role in boosting the margins across the sector from just 4,5% in 

2012 to its current level of 6,5% in Europe today (Damodaran, 2019).  

 

The overall assessment of the rivalry in the industry is moderate to high.  
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3.1.6 Identifying the critical success factors in the soft drink industry 

Size and strength is very important for soft drink producers as they negotiate with retail channels for 

shelf space. Furthermore, strong brand recognition and loyalty among consumers are key factors to 

securing repetitive sales and growth - growth that can lead to more negotiation power towards both 

buyers and suppliers. Increased health awareness and demand for nutritious alternatives is a trend that 

is here to stay and offering a wide range of products allow for fortification of both classic consumers 

and new ones. Premiumization as a trend allows manufactures to capture considerably better margins 

and has resulted in a rejuvenation of the industry as a whole. Scaling in both production and marketing 

remains key to capture market shares in an industry with little to no switching costs for consumers. 

 

3.2 Analysis of alcoholic drinks 

3.2.1 Bargaining power of buyers 

The preferred sales channels for alcoholic drinks are significantly different from soft drinks in Italy. 

On-trade makes up more than 35% of all sales volumes in 2017, compared to 33% between 

supermarkets, hypermarkets and discounters combined (Euromonitor B, 2018). 

 

Table 3.2 - Distribution of sales channels for alcoholic drinks in Italy in 2017 (Euromonitor B, 2018) 

For comparison, the on-trade share denotes 21,8% in Denmark in 2017 (Euromonitor D, 2018). 

 

This means that buyers of alcoholic drinks are, to a higher extend, independent restaurants and bars 

that individually have less bargaining power than large supermarket banners. Chains do still have 

significant bargaining power as they usually can pressure prices and bulk purchases more than on-

trade distributers can (Marketline B, 2019). But large variety in consumer preferences calls for buyers 

of alcohol to offer a wide range of different types and brands, which reduces buyer power. Ultimately, 

the consumers control the demand and, thus, control which products end up on shelves, even with the 

Alcoholic drinks, Italy 2017 Total On-trade Off-trade Supermarkets Hypermarkets Discounters Convenience and Gas stations Others

Volume million liters 4.145              1.459            2.686              486                     551                      336                 271                                                       1.042            

% of Total 100,0% 35,2% 64,8% 11,7% 13,3% 8,1% 6,5% 25,1%
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increased usage of backwards integration from retailers that offer their own private label alternatives 

(Marketline B, 2019). 

 

Even with strong brand recognition and differentiated consumer preferences, the switching costs 

remain negligible, which increases buyer powers. 

 

Finally, new technology changes the purchase patterns of some consumers, as they find their desired 

products online rather than in stores. Further, the prominence of product comparing and reviewing 

apps, allow consumers to get an impression of a brand online, before they even see it physically. 

Overall, the assessment of the bargaining power of buyers is moderate. 

 

3.2.2 Bargaining power of suppliers 

In the alcoholic drinks industry, the supplies required in the production of beverages depends on the 

product in question, although most beverages have the same main inputs with slight differences in 

processing or ingredients. As an example, beer contain grain, hops, yeast, water and some sort of 

packaging regardless of types and brands (Nachel & Ettlinger, 2019). Numerous small independent 

farmers exist that provide raw materials for productions, combined with the backwards integration 

available for major players that wish to reduce risks associated with their raw material supplies, 

reduces supplier power considerably (Marketline B, 2019). 

A major supplier-strength comes from the correlation between raw material quality and production 

output; If an alcoholic drinks manufacturer changes supplier it may augment the quality or taste of 

the final product giving the suppliers significant power (Marketline B, 2019). 

Overall, the assessment of the bargaining power of suppliers is moderate but reducible through 

backwards integration.  

 

3.2.3 Threats from new entrants 

While considerable fixed costs are required to mass-produce beverages, the newly popular variant of 

craft beers has reenergized the microbrewery segment. Hundreds of new breweries have seen the light 

of the day since the dusk of the financial crisis (Euromonitor B, 2018), resulting in a much more 

fragmented industry. Newcomers are competing by offering their own unique variant of classic beer 

types, usually priced significantly above mainstream brands to appear ostentatious (Satran, 2017).  

Craft beers are the driving force in an otherwise stagnated beer industry (Euromonitor B, 2018), which 

large international players have become aware of. In 2017, the market leading brewery, Heineken, 
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acquired Italian craft-brewery Birrificio Hibu (Heineken, 2018), continuing their trend of acquiring 

regional breweries to expand their local portfolio and, more importantly, capturing shares of the 

attractive craft segment. While the Italian government recently implemented a law that defines craft 

beer as exclusively being produced by independent microbreweries, producing less than 200.000 

hectoliters annually, it is expected that international breweries will continue to acquire ‘craft’ 

producers in a similar fashion (Euromonitor B, 2018). Although, this new law does open an 

opportunity for microbreweries to stay distinctive and unique as some consumers simply refuse to 

support ‘industrial beer production’. The space for small players in the market enables threats from 

new entrants, despite high consumer preferences and brand involvement from buyers. 

 

Other alcoholic drinks, such as wine or spirits, share some similar attributes to the beer industry, as 

small players can survive through niche strategies that usually target the premium segment. Although 

the highly regulated industry may seem frightening to some, there is still a significant threat from 

new entrants. 

Overall, the assessment of the threat from new entrants is moderate/high. 

 

3.2.4 Threat from substitutes  

The main substitute for alcoholic drinks are non-alcoholic drinks, such as soft drinks. Similarly to 

soft drinks, the alcoholic beverage industry faces a change in buyer behavior as consumers increase 

health awareness. The unhealthiness associated with consuming alcohol has affected how people 

drink, especially among the younger generation, where twice as many people are believed to be non-

drinkers of alcohol compared to just one decade ago (Fat, Shelton, & Cable, 2018). 

The changes in health awareness have caught the attention of the producers, especially within beer, 

where all large international breweries now offer low- or non-alcoholic alternatives to their classic 

beverages (Marketline B, 2019). 

Another major substitutional threat is found within the industry itself. Although different types of 

alcohol have different characteristics, beer may be a cheaper alternative to wine or spirits for the 

consumers, while small doses of wine may have health benefits (Weatherspoon, 2017). From a 

distributor’s point of view, wine or spirits may be more attractive as it is less bulky and may not need 

as much cooling during storage (Marketline B, 2019).  

The overall assessment of the threat from substitutes is moderate/high. 
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3.2.5 Rivalry in the industry 

In the alcoholic beverages industry, two of the three largest companies are beer manufactures, which 

combined uphold a market share of 23,3% of alcohol volumes in Italy in 20176 (Euromonitor B, 

2018). This is a significantly smaller market share than in the soft drink industry (42,6%) and it 

displays the fragmentation that exist in the industry. That said, each subcategory of alcohol has some 

major players that dominate market shares, like Heineken, Asahi and Birra Castello, which combined 

have a market share of 58,2% in the beer market alone7 (Euromonitor B, 2018) or Campari Milano, 

Diageo and Pernod Ricard, who were able to capture 38,8% of the Italian spirits market in 20178 

(Euromonitor, 2018). With each of the dominant companies being specialized within one or two 

subcategories of alcohol, the rivalry in the industry appears divided, much to the delight of the players 

that have less direct competition to worry about. Beer producers usually do not operate with wine, 

similarly, to how wine producers do not care for beer or spirits (Marketline B, 2019). 

 

Small players have room to offer niche products but are often required to set higher prices to achieve 

reasonable margins, although mainstream producers have started capturing market shares from this 

segment of the industry through M&A activity (Marketline B, 2019).  

Negative growth across all three of the most popular types of alcohol (wine, beer and spirits) in the 

last five years display an industry with poor outlooks outside the premium segment. 

With both fierce competition and room for niche offerings, the overall assessment of the degree of 

rivalry in the industry is moderate. 

 

3.2.6 Identifying the critical success factors of the alcoholic drinks industry 

Similarly to the soft drink industry, size is important when negotiating with retailers, although in the 

alcoholic drinks industry a significantly larger share of the beverages are sold through on-trade 

channels, which are much more fragmented. Size also helps in the negotiation with suppliers as well 

as the ability to mass-produce beverages (Marketline B, 2019). 

Brand recognition and availability are key factors to secure loyalty and expand the consumer base of 

the products. 

                                                           
6 The three largest company shares (GBO) for alcoholic drinks in volume in Italy in 2017 were: #1 Heineken (11,2% 

market share), #2 Asahi Group (7,8%) and #3 Cantini Riunite (4,3%) Source: Alcoholic Drinks in Italy (Euromonitor, 

2018) 
7 The three largest company shares (GBO) for beer in volume in Italy in 2017 were: #1 Heineken (28,3%), #2 Asahi 

Group (19,7%) and #3 Birra Castello (10,2%). Source: Beer in Italy (Euromonitor, 2018) 
8 The three largest company shares (GBO) for spirits in volume in Italy in 2017 were: #1 Campari Milano (21,1%), #2 

Diageo (9,1%) and #3 Pernod Ricard (8,1%). Source: Spirits in Italy (Euromonitor, 2018) 
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High unit costs for transportation means having local production sites can greatly reduce costs, which 

is a key reason for heavy usage of M&A activity in the alcoholic industry (Pekic, 2017).  

 

3.3 Summary of the soft drink and alcoholic drinks industries 

A fragmented retail industry allows soft drinks manufactures to negotiate across several potential off-

trade channels, while alcohol buyers are more likely to be on-trade, such as restaurants or bars. 

Despite increasing backwards integration from retailers, a wide range of both soft drinks and alcoholic 

beverages are demanded by consumers, limiting buyer power. 

Suppliers are often small and plentiful when selling mainstream ingredients, such as crops, which 

reduce their individual supplier power. Backwards integration is another option for companies that 

seek to reduce risk associated with changing supplier conditions. 

With the rise of two new clear-cut trends in the beverage industries - health and premiumization - 

room has been made available for niche manufacturers, especially within the alcohol industry where 

a constellation of new microbreweries have seen the light of the day. Large international players 

protect themselves through M&A activity, which enables local production and adaptation.  

For soft drinks, the strongest threat of substitution occurs within the industry itself, where consumers 

demand more nutritious alternatives such as water, which is by far the most popular subcategory of 

soft drinks in Italy. For alcoholic drinks, interindustry substitution is also a threat, although a 

reduction in demand for alcohol, especially from the younger generation, threatens the growth 

prospect of the industry. 

The rivalry remains intense across both industries, where large international players attempt to 

capture market shares from one another through product developments and marketing. Practically 

non-existing switching costs enable consumers to switch between brands freely, which makes 

customer loyalty and brand recognition key aspects to perfect for manufactures. 

Better margins within premium segments have attracted producers of all kinds and invigorated what 

is otherwise two rather stagnated industries. 

 

Table 3.3 - Summary of Porter's five forces (Porter, 1979), self-constructed 

 

  

Threat from: Buyers Suppliers New entrants Substitutes Rivalry 

Soft drinks Moderate Low/moderate Moderate Low Moderate/high

Alcholic drinks Moderate Moderate Moderate/high Moderate/high Moderate
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4. External analysis 
The external analysis is key to understanding the macro environment in which the company operates. 

The external factors are elements that directly or indirectly affect the business of Royal Unibrew and 

its’ competitors in the alcoholic- and soft drink industries, yet the companies have little to no control 

over. These external factors often require adaptation as they are established and controlled by powers 

outside the company.  

 

4.1 PESTEL analysis 

The PESTEL analysis was initially introduced by Francis Aguilar as a business environment scanning 

tool named ETPS in his book from 1967 (Aguilar, 1967) but was later changed to the acronym PEST 

to fit the four key areas of the business environment: 1) political, 2) economic, 3) social, and 4) 

technological. 

Since then, a flurry of variations of the tool have been popularized, with several versions adding more 

elements to the analysis. Today, the most popular extended version is the PESTEL or PESTLE 

analysis, which adds the 5) environmental and the 6) legal perspective (CIPD, 2018). This thesis will 

use the PESTEL version, as it captures the main essence of what the business environment in Italy is 

really like. Each of the six factors will be discussed individually before a final assessment of the key 

factors in Italy is presented. 

Only factors that may be relevant to the soft drink and alcoholic drinks industries are included in this 

segment. Some elements may only be relevant for said industries, while other may be significant for 

Italy as a whole. 

 

4.1.1 Political factor 

All of Royal Unibrew’s main markets are part of the European Union, which includes Italy. Being a 

part of the internal single market in the EU means that free trade can occur across borders and limit 

bureaucracy and administrative troubles for parties involved (European Commission, 2019). 

 

Political instability is a common theme in Italian politics, where more governments have come and 

gone than any other European country since World War II. Despite presidents being elected for seven-

year terms, the average survival rate of an Italian government is just over one year (The Economist, 

2013). This inconsistency in governance has resulted in uncertainty among businesses that operate in 

high political-involvement industries, such as alcoholic drinks, where recent changes in policy has 

significantly changed consumers access to alcohol (see more in legal section). 
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4.1.2 Economic factors 

The economic outlook for Italy are among the worst in Europe as the country slipped into an economic 

recession in the fourth quarter of 2018 (Salzano, Pogkas, & Sills, 2019). Additionally, Italy sits on 

the second largest debt-to-GDP ratio in the EU (Trading Economics, 2019) and concerns regarding 

sanctions and austerity towards Italy from the rest of the Union lowers economic outlooks for the 

country as a whole.  

 

On an individual level, the spending power of Italians vastly differs across the nation, where residence 

in the Northern parts of the country and Rome have more than twice the money available for spending 

compared to their Southern and Sicilian countrymen (GfK, 2017). 

 

The Italians love their wine and spend the second most money per capita on wine per year, yet the 

Italians consumption of wine has dropped significantly and according to statistics from the 

International Organisation of Vine and Wine (OIV), the wine-consumption in Italy is down 19% since 

the start of the financial crisis in 2008 (Samuel & Phillips, 2016), suggesting that the locals’ spending 

go to more healthy alternatives.  

 

4.1.3 Social factors 

Italian consumers are changing their consumer habits. Traditionally, wine has been a part of the 

everyday life of many Italians and was consumed at most meals past breakfast (Sabino, 2018). Today, 

a trend towards drinking wine at social gatherings rather than for personal consumption is occurring, 

which sparks the interest in premium products (Euromonitor B, 2018). Similar tendencies can be 

uncovered with craft beer, which is mostly consumed at similar social events. 

Other Italians reduce or fully remove alcohol from their lives, as a growing awareness of health 

concerns related to the consumption of alcohol and sugar has sparked a decline in sales of both alcohol 

and carbonates (further elaborated in the market analysis (Euromonitor B, 2018)). 

 

Many Italians care very much for how they and their country are perceived by foreigners, and consider 

themselves life-enjoyers and pioneers in the ‘good-life’ as reflected in their vast number of world 

famous premium brands, ranging from super cars and alcohol to chocolate and fashion (Daws, 2003). 

 

A recent survey found that 59% of Italians agree that “Italian identity is disappearing nowadays”, 

with a combination of heavy immigration, EU involvement and general vicissitudes towards 
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traditions being the main drivers (Dixon, et al., 2018). The survey reveals that many traditional 

Italians feel that wine is a key part of the culture, yet the younger generation continues to deselect the 

alcohol more and more. 

 

4.1.4 Technological factors 

Technological advancement matters significantly in the brewing and manufacturing industries, where 

the newest technology can improve margins through improved efficiency, informed decision-making 

and better customer experience (DataScope, 2019). Despite Italy’s ranking of 31 in the 2018 version 

of the Global Competitiveness Index (WEF, 2018), Massachusetts Institute of Technology recently 

launched a report that revealed that Italy was ranked second in the machinery industry that can help 

boost mass-productions of beverages and other goods (MIT, 2017). 

 

In the alcoholic beverage industry, new technology has allowed for traceability of the origin of wine, 

which helps inform consumers about the quality of the products and avoid deceptions (Euromonitor 

B, 2018). Such technological advancement may alter the way consumers seek and buy products and 

could potentially spread to other industries as well.  

 

4.1.5 Environmental factors 

Italy is famed for their landscape and beautiful nature and have realized that it should be protected. 

Recent initiatives has granted Italy a ranking of 16 in the 2018 Environmental Performance Index 

(EPI, 2018) that compares countries’ on their environmental health and ecosystem vitality.  

Recycling is one of Italy’s key priorities as the country managed to top the EU chart of highest 

recycling rate at 78,9% in 2016 (eurostat, 2018), which is noteworthy for industries like soft drinks 

and alcoholic drinks where a large amount of products are sold in either glass, plastic or aluminum 

containers.  

It is not only the government that demand environmentally friendly initiatives from the companies - 

it is the consumers as well. One of the world’s leading packaging companies, Tetra Pak, stated that 

there is a clear change in demands from customers all over the world, who expect environmentally 

friendly packaging and Tetra Pak anticipate the development to continue in that direction (Tetra Pak, 

2015). 
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4.1.6 Legal factors 

Legal actions towards the Italians’ consumption of unhealthy beverages have increased significantly 

in the new millennium and have included changes to old legislation such as a raise of the legal 

drinking age from 16 to 18 years in 2012 (Juliff, 2019), a decrease in allowed alcohol content in the 

bloodstream when driving from 0,08% to 0,05%, as well as a ban on advertisement of alcohol towards 

minors and other vulnerable consumers (Euromonitor B, 2018). Some local jurisdiction have even 

considered banning carrying and drinking alcohol in the streets after dark (BBC, 2018) and although 

these bans may be targeting obnoxious tourists, it demonstrates a country with a changing attitude 

towards alcohol. 

 

But it is not only alcohol that the politicians are targeting. In 2018, a ban prohibiting sales of 

carbonates in primary and elementary schools was extended to also cover high schools (Euromonitor 

B, 2018); regardless if the products are sugar-free or not. Unhealthy products are becoming harder to 

come by and politicians help shape the conditions for the producers by influencing consumer 

demands. 

 

In 2016, law n. 154 was introduced, which specifically defines what ‘craft beer’ is in Italy. This law, 

defined craft beer as “non-pasteurized, non-microfiltered and exclusively produced by independent 

microbreweries, producing less than 200.000 hectoliters per year.” (Euromonitor B, p. 18, 2018). This 

law aims to protect the microbreweries of Italy and separate the ‘real’ craft breweries from those 

controlled by large international manufacturers.  

Another law, law n. 161, was implemented in 2018, which states that orange carbonates must contain 

a minimum of 20% real orange; the previous requirement was 12% (Euromonitor A, p. 31, 2019). 

Such requirements may prove a challenge to some manufactures, like Fanta (owned by Coca-Cola), 

who historically have had 12% orange juice in their Italian versions, compared to just 3,7% in their 

American counterparts (Coca-Cola, 2019). Changes to inputs may alter more than just costs, as 

customers have grown used to a certain taste associated with orange carbonates brands, yet many 

existing products must change either branding or ingredients to cope with local legislation.  

 

4.2 Summary of the external analysis 

A political change in attitude towards the consumption of unhealthy beverages has changed the 

accessibility of alcohol and carbonates for the consumers. Recent changes to the law has made it 

significantly more difficult for consumers to acquire the unhealthy beverages, which has had a 



Nicklas Petersen Master’s Thesis 15-05-2019 

Page 43 of 86 
 

noticeable impact on the (especially younger) consumer, who consume less alcohol than their parents 

did decades ago. 

The Italian way of life aligns rather well with the consumption of pleasure products such as alcohol 

or soft drinks, although recent changes in consumer behavior reveals that growing health awareness 

has resulted in declines in volumes of alcohol and carbonates in Italy (Euromonitor B, 2018). Other 

concerns may include the poor economic outlook and the vast difference in purchase power among 

customers, although proper targeting may circumvent such challenges. 

Finally, changes in demand for environmentally friendly products and processes set new standards 

for what is expected of companies conducting sensible business in the modern day Italy, while new 

technologies can increase efficiency and help protect the authenticity of premium products. 
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5. Financial analysis 
The financial analysis is fundamental to understanding any company’s economic situation. The 

finances of Royal Unibrew must align with the management’s vision and strategic outlooks, and it is 

vital that the company operates and executes within its own financial boundaries (Petersen, Plenborg, 

& Kinserdal, 2017). 

 

Royal Unibrew is a publicly traded company that is subject to the International Financial Reporting 

Standards (IFRS), that legally requires the company to publish accurate and truthful financial 

information about the company (Danish Business Authority, 2019). As a result, this thesis will 

primarily use data published in Royal Unibrew’s annual reports as sources for the financial data.  

 

Royal Unibrew’s financial calendar is synchronized with the Western annual calendar year and runs 

from 1 January - 31 December for each year.  

 

5.1 Income statement analysis 

 

Table 5.1 - Royal Unibrew's Consolidated Income Statement, 2015-2018 (Royal Unibrew's annual report, 2016-2019) 

Royal Unibrew achieved a net revenue of 7.298 mio. DKK in 2018, an increase of 21% compared to 

2015. Majority of the growth comes from the most recent year. Royal Unibrew contributes their 

massive growth spike in 2018 to a combination of outstanding summer weather in the Nordic region, 

acquisitions of new subsidiaries (accounting for a 5% increase to net revenue in 2018 compared to 

2017), and continuous strong strategic initiatives (Royal Unibrew annual report p. 22, 2019). 

With the acquisition of Italian Terme di Crodo, Danish Nohrlund, French Etablissement Geyer Frères 

and Bev.Con, Royal Unibrew continues to build their portfolio of beverage offerings, and contribute 

significant parts of their growth to M&A activity. 

DKK '000 2015 2016 2017 2018 (%) ∆ 2015-2018 (%) ∆ 2017-2018

Net Revenue 6.032.115  6.340.376  6.384.386 7.298.086   21,0% 14,3%

Production costs -2.862.759  -3.053.150  -3.084.314  -3.471.098   21,3% 12,5%

Gross Profit 3.169.356  3.287.226  3.300.072 3.826.988   20,7% 16,0%

Sales and distribution expenses -1.932.677  -1.981.803  -1.956.367  -2.167.325   12,1% 10,8%

Administrative expenses -319.723     -304.734     -275.104     -320.272      0,2% 16,4%

EBIT 916.956     1.000.689  1.068.601 1.339.391   46,1% 25,3%

Income after tax from investments in associates 31.061        27.802        18.418        19.607         -36,9% 6,5%

Financial income 8.759          4.055          3.048         5.074           -42,1% 66,5%

Financial expenses -54.470       -34.962       -34.447      -36.346        -33,3% 5,5%

Profit before tax 902.306     997.584     1.055.620 1.327.726   47,1% 25,8%

Tax on profit for the year -190.879     -213.833     -224.961     -287.780      50,8% 27,9%

Net profit for the year 711.427     783.751     830.659    1.039.946   46,2% 25,2%

Volume (000' hecolitres) 9.100          9.678          9.912         10.805         18,7% 9,0%
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Despite having production costs follow the increasing revenue, Royal Unibrew has managed to 

increase their EBIT-margin as a result of relatively stable sales-, distribution- and administrative 

expenses (although they all grew significantly across 2018 as a result of heavy marketing initiatives 

and new acquisitions) (Royal Unibrew’s annual report, 2019). 

 

With very limited financial expenses and income to note of, the EBIT remain only slightly higher 

than the profit before tax, indicating that the vast majority of profit is generated through the operations 

in Royal Unibrew.  

 

Finally, it is worth noting that the growth in revenue significantly outpaces that of volume, 

demonstrating that the average sales prices of Royal Unibrew has increased over the year. 

 

5.2 Return on equity (ROE) 

Return on equity is a measure that displays a company’s ability to generate profit from the 

shareholders’ equity (Petersen, Plenborg, & Kinserdal, 2017) and is calculated with the following 

formula:  

𝑅𝑂𝐸 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝐸𝑞𝑢𝑖𝑡𝑦9
 

 

Royal Unibrew’s ROE for the past four years are displayed below: 

 

Table 5.2 - ROE for Royal Unibrew, 2015-2018 (Royal Unibrew’s annual report, 2016-2019) 

Royal Unibrew has managed to grow the ROE over the past four years from 24,7% in 2015 to 36,3% 

in 2018. An impressive feat, solely based on the company’s ability to grow its revenue, as the average 

equity remains relatively stable across all four years. 

The 2018 result is even more impressive when comparing to the rest of the industry. According to 

Stern NYU data, the average ROE in the Western European beverage industry was 12,34% for 

alcoholic drinks and 12,36% for soft drinks in 2018 (Damodaran, 2019), both significantly below that 

                                                           
9 Average Equity is calculated using the following formula: 

𝐸𝑞𝑢𝑖𝑡𝑦𝑝𝑟𝑖𝑚𝑜+𝐸𝑞𝑢𝑖𝑡𝑦𝑈𝑙𝑡𝑖𝑚𝑜

2
 

DKK '000 2015 2016 2017 2018

Average Equity 2.876.578  2.923.091     2.862.764           2.861.154           

Net Income 711.427     783.751        830.659              1.039.946           

Return on Equity 24,7% 26,8% 29,0% 36,3%
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of Royal Unibrew. While the data only covers companies that are publicly traded, the picture remain 

untouched; Royal Unibrew is very good at creating a return based on the company’s equity. 

 

5.2.1 Breaking down ROE through profit margin, asset turnover and financial leverage 

To get a deeper understanding of what causes Royal Unibrew’s impressive ROE, it can be useful to 

break down the ROE ratio. Fundamentally, ROE consists of three other key measures: profit margin, 

asset turnover and financial leverage, which can be derived from the following formulas: 

𝑃𝑟𝑜𝑓𝑖𝑡 𝑚𝑎𝑟𝑔𝑖𝑛 =
𝑁𝑒𝑡 𝑖𝑛𝑐𝑜𝑚𝑒

𝑁𝑒𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒
 

𝐴𝑠𝑠𝑒𝑡 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑎𝑠𝑠𝑒𝑡𝑠10
 

𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑎𝑠𝑠𝑒𝑡𝑠

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑒𝑞𝑢𝑖𝑡𝑦
 

ROE can then be found by multiplying the three new measures: 

𝑅𝑂𝐸 = 𝑃𝑟𝑜𝑓𝑖𝑡 𝑚𝑎𝑟𝑔𝑖𝑛 ∗ 𝐴𝑠𝑠𝑒𝑡 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 ∗ 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒 

The breakdown of ROE was initially introduced by DuPont in the 1920s and serves the purpose of 

understanding what drives the changes to ROE (Phillips, 2015). Is the return on equity caused by the 

profit generated? The asset turnover? Or perhaps it is artificially boosted by a greater financial 

leverage? A breakdown of each financial ratio over the past four years can be seen below: 

 

Table 5.3 - Breakdown of ROE for Royal Unibrew, 2015-2018 (Royal Unibrew annual report, 2016-2019) 

All three of the key measures used in ROE are higher in 2018 than in 2015, with the profit margin 

increasing the most, percentage wise. Royal Unibrew has managed to grow their net income more 

than their revenue, resulting in an increase to the profit margin. The profit margin has grown steadily 

across all four years, indicating that the company has gradually improved its ability to generate profit 

from its revenue.  

The asset turnover has also seen an increase since 2015, despite its stagnation the past three years. 

The stagnation is caused by an equal increase in both revenue and assets. Royal Unibrew’s asset 

                                                           
10 Average Assets is calculated using the following formula: 

𝐴𝑠𝑠𝑒𝑡𝑠𝑃𝑟𝑖𝑚𝑜+𝐴𝑠𝑠𝑒𝑡𝑠𝑈𝑙𝑡𝑖𝑚𝑜

2
 

2015 2016 2017 2018 (%) ∆ 2015-2018

Profit Margin 11,8% 12,4% 13,0% 14,2% 20,8%

Asset Turnover 0,88             0,99              0,99                    0,98                    12,3%

Financial Leverage 2,39             2,19              2,25                    2,59                    8,3%

ROE 24,7% 26,8% 29,0% 36,3% 47,0%
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turnover rate indicates that it uses about one DKK worth of asset for each one DKK of revenue it 

generates. 

 

Finally, the financial leverage demonstrates how the company is financed. More than 60% of Royal 

Unibrew’s assets are financed through debt in 2018, which is slightly higher than 2015. As a result 

of Royal Unibrew’s heavy M&A activity in recent years (Royal Unibrew annual report, 2019), it is 

expected that the financial leverage ratio rises, although its contribution to the rise in the ROE is 

considerably less than the other two ratios. The rise in profit margin and asset turnover reveals a 

company that has significantly improved its operational performance, although it has yet to be 

determined if the increased financial leverage is a cause for concern. 

 

5.3 Liquidity and solvency 

The financial leverage of Royal Unibrew has to be considered in association with its liquidity and 

solvency. The current ratio and the debt-to-equity ratio are two ratios that describes the business’ 

financial health. It is vital that Royal Unibrew’s liquidity and solvency are in a healthy position to 

avoid risks or concerns about a potential bankruptcy.  

The formulas for calculating the two ratios can are: 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

𝐷𝑒𝑏𝑡 − 𝑡𝑜 − 𝐸𝑞𝑢𝑖𝑡𝑦 𝑅𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝑒𝑞𝑢𝑖𝑡𝑦
 

The development in the two financial ratios for Royal Unibrew can be seen below:  

 

Table 5.4 - Royal Unibrew's development in Current Ratio and Debt-to-Equity ratio, 2015-2018 (Royal Unibrew annual report, 2016-

2019) 

The current ratio is a liquidity ratio that measures the company’s ability to meet its short-term 

obligations with its cash or other assets that can be converted to cash relatively quickly. With a current 

ratio below one, Royal Unibrew appear to have negative net-working capital. A current ratio below 

one is often a ‘red light’ since it means that the company is unable to cover its short-term debt with 

DKK '000 2015 2016 2017 2018

Current assets 1.242.045           895.654              1.657.262           1.287.417           

Current liabilities 1.961.162           1.929.731           2.333.559           2.001.762           

Total liabilities 3.812.722           3.164.624           3.964.257           5.153.504           

Equity 2.934.805           2.911.377           2.814.151           2.908.156           

Current Ratio 0,63 0,46 0,71 0,64

Debt-to-Equity 1,30 1,09 1,41 1,77
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its current finances. But a low current ratio is not uncommon in industries with high turnover rates 

and noticeable peers like Heineken and Carlsberg have current ratios of 0,87 (Heineken, 2019) and 

0,52 (Carlsberg, 2019) respectively in 2018. That said, Royal Unibrew’s poor current ratio is a reason 

for concern and must be considered a priority going forward to avoid unnecessary risk associated 

with bankruptcy in the short-term. 

 

The debt-to-equity ratio shows that Royal Unibrew’s debt is larger than its equity - and the ratio is 

growing. Naturally, Royal Unibrew’s aggressive M&A policy has caused a significant increase in the 

company’s debt, as most of the acquisitions have been funded through debt. According to Royal 

Unibrew, almost all of the increase in total liabilities from 2017 to 2018 can be attributed to the 

acquisitions made in 2018, and practically none of it from organic growth in its original business 

(Royal Unibrew annual report, 2019). Regardless, the increased debt has changed the financial 

leverage of the company.  

According to Stern NYU data (Damodaran, 2019), the average debt-to-equity ratio in the beverage 

industry in Western Europe in 2018 was 0,53 for alcohol and 0,43 for soft drinks. Both ratios that are 

significantly below that of Royal Unibrew, although a 2005 study finds that companies that commit 

a lot of M&A activities usually have higher debt-to-equity ratios than it’s non-acquiring peers (Talha, 

2005), which may help explain the vast difference from Royal Unibrew and the industry average. But 

the higher debt-to-equity ratio is not nearly as alarming as Royal Unibrew’s current ratio, as the it 

merely displays the company’s financing, rather than it’s ability to payback creditors. For many 

companies, it is an advantage to be financed through debt rather than equity, as the required return 

from shareholders often exceed the interests charged from banks or credit institutions (HBR, 2015). 

It is about finding a proper balance between equity and debt, which heavily relates to the business 

conducted by the firm. 

 

Both the current ratio and the debt-to-equity ratios have been heavily affected by the acquisitions 

made in 2018. The current ratio is impacted primarily by the acquisition of Terme di Crodo of 607 

mil. DKK, which Royal Unibrew reports were paid in cash. The other acquisitions, Establissements 

Geyer Frères and Nohrlund were financed through bank borrowings (Royal Unibrew annual report, 

2019). Bev.Con was acquired in 2019 and has not directly impacted the financial year of 2018. 
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5.4 Cash flow 

 

Table 5.5 - Royal Unibrew's Cash flow statement, 2015-2018 (Royal Unibrew annual report, 2016-2019) 

Royal Unibrew’s cash flow statement reveals heavy changes in items across different activities. All 

items associated with the working capital - receivables, inventories and payables - change 

considerably from year to year - some years they have a positive cash flow from the working capital, 

while other years it is negative. That said, the cash flow from operating activities has been steadily 

increasing across the last three years, primarily as a result of the growing net profit. 

The major change in cash flow occurring in 2018 is the cash flow from investing activities caused by 

a change in business acquisitions. In 2018, Royal Unibrew acquired a total of three companies, which 

has resulted in a very negative change in cash and cash equivalents for the year. The negative change 

in investing activities should benefit Royal Unibrew’s operating activities in the long-term, as these 

investments have been made in an effort to improve the business’ operation. Because of this, it is 

DKK '000 2015 2016 2017 2018

Net profit for the year 711.427     783751 830.659    1.039.946  

Adjustments for non-cash operating items 523.750       531825 536.784      641.052       

1.235.177  1.315.576  1.367.443 1.680.998  

Changes in the following items:

Receiveables -35.317       32.213         -71.496      15.855         

Inventories -3.965         -20.557       863            -27.599       

Payables 207.867       -105.017      146.616      -173.082      

Cash flow from operating activities before net financials 1.403.762  1.222.215  1.443.426 1.496.172  

Net financial expenses -46.588       -26.871       -28.784      -30.795       

Cash flow from operating activities before tax 1.357.174  1.195.344  1.414.642 1.465.377  

Corporation tax paid -197.397      -210.612      -246.418    -251.120      

Cash flow operating activities after tax 1.159.777  984.732     1.168.224 1.214.257  

Dividend received from associates 26.660         24.863         26.735       21.412         

Sale of property, plant and equipment 100.601       222.109       8.554         27.199         

Purchase of property, plant and equipment -255.381      -209.619      -253.771    -320.877      

Free cash flow 1.031.657  1.022.085  949.742    941.991     

Business acquisitions -              -              -            -1.327.395   

Acquisition/sale of intangible assets and fixed asset investments 5.330          151             456            -21.863       

Cash flow from investing activities -122.790    37.504       -218.026   -1.621.524 

Proceeds from increased drawdown on credit facilities 200.000       400.000       901.274      1.215.548    

New leasing facilities -              -              -            60.250         

Repayment on credit facilities -730.352      -917.918      -240.000    -421.559      

Repayment on leasing facilities -              -              -            -55.601       

Dividends paid to shareholders -373.957      -385.801      -426.527    -450.874      

Acquistions of shares for treasury -292.548      -443.584      -507.589    -484.090      

Cash flow from financing activities -1.196.857 -1.347.303 -272.842   -136.326    

Change in cash and cash equivalents -159.870    -325.067    677.356    -543.593    

Cash and cash equivalents Primo 491.453       333.185       6.917         684.626       

Exchange adjustments 1.602          -1.201         353            4.118          

Cash and cash equivalents Ultimo 333.185     6.917         684.626    145.151     
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expected that the cash flow from 2019 should be considerably higher than in 2018 (unless Royal 

Unibrew continues their heavy M&A activity). 

Other noticeable items includes the company’s share buy-back programme, which was initiated on 

March 6, 2018 (Royal Unibrew, 2018) at a market value of 484 million as well as a record high 

dividend payout of 451 million DKK. These financing activities have also been present in the 

previous year, yet the proceeds from increased drawdown on credit facilities are so monstrously high 

that the cash flow from financing activities are the best in the past four years. 

 

As a result of the heavy acquisition activity in 2018, the cash and cash equivalent account has taken 

a major hit, although if Royal Unibrew reduces their investment activities, it is very likely that the 

cash at hand will grow again in 2019. 

 

5.5 Summary of the financial analysis 

The snapshot of Royal Unibrew’s financial situation reveals a company that have more positives than 

negatives. The company has managed to grow both its topline and bottom line significantly over the 

past four years, thanks to a combination of outstanding weather, heavy M&A activity and an overall 

successful business (Royal Unibrew annual report, 2019).  

 

Royal Unibrew’s operational efficiency has resulted in an impressive return on equity that 

substantially outshines the industry average lead by a profit margins growth of more than 20% in the 

past four years. Simultaneous growth in the asset turnover rate helps boost the ROE to 36,3% in 2018, 

compared to 24,7% in 2015.  

Some of the developments are directly related to the heavy M&A activity conducted by Royal 

Unibrew in 2018, where three new companies were acquired. As a result, the financial leverage of 

the company has been altered and the business now holds significant debt - especially short-term, 

where Royal Unibrew’s current liabilities surpass its current assets, resulting in a current ratio of 0,64 

in 2018, down from 0,71 the year before. In the long-term, the debt-to-equity ratio has risen to 1,71 

in 2018, up from 1,30 in 2015.  

 

The cash flow statement reveals continues growth in the cash flow from the company’s main business, 

the operating activities. The growth mainly stems from increasing net profit, yet the 2018 net change 

in cash flow is the lowest over the past four years, at negative 544 million DKK, due to before-
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mentioned business acquisitions. That said, it is expected that Royal Unibrew’s investments in new 

businesses will benefit the company’s operation in the coming years, which lowers the concerns 

related to the negative change in cash flow in 2018. 

 

Overall, Royal Unibrew’s financial statements and ratios provide a picture of a company that has 

altered its financial leverage and taken on more debt, in order to finance a growth adventure. The 

company largest concern should be associated with its current ratio and controlling its risk associated 

with debt management. 
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6. Market Portfolio analysis 
The market portfolio analysis focuses on which markets Royal Unibrew performs particularly well 

in. The analysis is conducted through the tool Boston matrix or BCG matrix (Henderson, 1970), also 

commonly referred to as the growth-share matrix, which aims to portray the importance of each 

product for the company in question. This thesis will use a slightly differentiated version, as products 

in the matrix are replaced by markets for Royal Unibrew. Rather than analyzing Royal Unibrew’s 

100s of brands and products individually, the products have been clustered into the markets in which 

they are sold.  This way, a more simplistic analysis can be conducted in which a better understanding 

of each geographical market’s importance for the company. The main components of the tool are the 

four squares in which the products (or markets in this case) can be separated into. The squares are 

based on the relative market share and the market growth of each market. The relative market share 

will be Royal Unibrew’s relative market share in the market for both the soft drink and the alcoholic 

beverage industries and will be based of Euromonitor’s data (Euromonitor A, 2019). The market 

growth rate is calculated by the growth rate of Royal Unibrew’s revenue growth in each of these 

markets from 2015-2018, which can be determined from their annual reports. That said, their annual 

report does not segment both category (alcoholic/soft drinks) and markets, so the market growth has 

simply been assumed the same across both categories for each market, as Royal Unibrew has not 

made any specific notes of changing proportions between their sales in each category in any countries. 

 

Table 6.1 - Royal Unibrew's market share (vol) in the beverage industry across countries, revenue growth 2015-2018 (%) and % of 

revenue contribued in 2018 from each country (Euromonitor, 2018-2019) & (Royal Unibrew’s annual report, 2019) 

In the table above, it is displayed how Royal Unibrew hold a significantly larger market share in 

Denmark, Finland and the Baltic countries than they do in Italy, both in alcoholic drinks and soft 

drinks. The growth rate for Royal Unibrew outpace the market growth (value) for both alcoholic 

drinks and soft drinks across all the mentioned markets, except the baltics, and is not particularly 

different across the different market. Royal Unibrew only segment their revenue based off of markets 

that contribute more than 10% of the their total revenue, as such other noticeable markets such as 

Germany and France, are not listed (Royal Unibrew annual report, 2019). The revenue growth for 

Italy is based off of 2017, since Royal Unibrew has no 2015 Italy data available. 

Royal Unibrew market share Denmark Italy Finland Baltic countries International

Alcoholic Drinks (2017 data) 15,9% 1,4% 19,7% 10,0% N/A

Soft drinks (2018 data) 20,5% 0,5% 8,5% 10,8% N/A

Beverage Total 19,0% 0,7% 13,1% 10,5% N/A

Revenue growth 2015-2018 24,6% 42,3% 18,1% 17,0% 28,8%

% of revenue contributed in 2018 26,3% 11,2% 35,8% 9,9% 8,0%
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It should be noted that market shares of Heineken (alcohol) and Pepsi Co (soft drinks) are included 

for Royal Unibrew in Denmark, Finland and the Baltic countries. 

In the BCG matrix, the limited data available for each market, has resulted in some of Royal 

Unibrew’s major markets (Western Europe, Baltic Sea and International) have been split as much as 

possible, although only countries with an individual contribution of more than 10% of Royal 

Unibrew’s total revenue have been included. ‘International’ is a segment of its own while the ‘Baltic 

countries’ values have been found by subtracting ‘Finland’ from the ‘Baltic Sea’ 

 

Notice that the positioning on the x-axis is determined by Royal Unibrew’s relative market share in 

the combined beverage industry for each country. The relative market share is not measured against 

their closest competitor as originally introduced by Henderson (1970), but rather compared to the 

market as a whole. The y-axis shows the market growth that has occurred, while the size of the 

bubbles is determined by the market’s contribution to Royal Unibrew’s total revenue. 

 

Below the BCG-matrix can be seen for Royal Unibrew: 
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Table 6.2 - Growth-share matrix for Royal Unibrew's markets (Henderson, 1970) 

 

The matrix shows that despite Finland contributing the most revenue to Royal Unibrew, it is Denmark 

that shines the brightest as a ‘star’, due to its higher relative market share and larger growth since 

2015. On the contrary, the Baltics represent the smallest revenue contribution in the matrix (besides 

International) but also pose smaller growth numbers and smaller market shares than Denmark and 

Finland. The two question marks, Italy and International, both clench close to non-existent market 

shares and represent less than 10% of total revenue each but they do show the most growth. Especially 

Italy is an existing growth-prospect, although a significant part of their growth can be contributed to 

Royal Unibrew’s newest acquisition, Terme di Crodo, which means it is no longer the Ceres brand 

that single-handedly represents Italy. Because of this, it is expected that Italy’s growth will be more 
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modest in the coming year (Royal Unibrew annual report, 2019), as the artificial boosting of 

acquisitions will neutralize. 

 

The market-portfolio analysis demonstrates that Royal Unibrew is capable of achieving growth across 

multiple markets at the same time. Furthermore, it displays that in markets where Royal Unibrew is 

a mere niche player (Italy & International), the company exhibits the greatest growth numbers. A 

tantalizing prospect for Royal Unibrew as they venture further into the depths of the Italian market. 
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7. Value chain  
To understand how Royal Unibrew create value for their customers and shareholders, it is vital to 

identify the core competencies of the firm and understand how different activities help generate a 

competitive advantages. To do so, a popular framework, known as Porter’s value chain (Porter, 1985), 

is used. Porter’s value chain is a tool that focuses on the systems and proccesses that occur when 

inputs are transformed from raw materials to a sellable good. Porter (1985) seperates primary 

activities from support activities and claims that if customers are willing to pay more than the costs 

of producing the good, a margin has been generated (Porter, 1985). The model is displayed below. 

 

Figure 7.1 - Porter's Value Chain (Porter, 1985) 

It should be noted that no internal insights are available, thus the analysis is solely based of secondary 

data. Furthermore, only activities that are relevant to the value creation of the firm are investigated. 

The support activity, infrastructure, will not be touched upon as Royal Unibrew share no information 

about their supports systems, e.g. accounting, legal, administrative etc. beyond what is investigated 

in the other support activities. 

 

7.1 Primary activities 

The primary activities are directly related to the manufacture, sale, maintenance, distribution and 

support of the products and should be creating value as it moves through the chain of activities.  

These include inbound logistics, production, outbound logistics, marketing & sales and service. 
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7.1.1 Inbound logistics 

The availability of data regarding Royal Unibrew’s inbound logistics are limited as they share very 

little information on their processes related to receiving and storing inputs internally. That said, Royal 

Unibrew do share inventory data, which can be seen below: 

 

Table 7.2 - Royal Unibrew's inventory to revenue ratio 2015-2018 (Royal Unibrew annual report, 2016-2019) 

According to Stern NYU data (Damodaran, 2019), the average inventory to revenue (sales) in the soft 

drink industry in Europe was 7,8%, while among alcoholic beverage producers its almost double, at 

15,3% in 2018 - both significantly higher than Royal Unibrew’s 6,0% in 2018.  

A smaller inventory can be both beneficial and unfavorable, depending on the type of products, 

company profile and demand pattern among other things. Typically, the goal is to minimize inventory 

holdings in order to not tie up cash and hold unnecessary storage costs, while keeping enough units 

to avoid shortages and unexpected demand changes (Leonard, 2019). 

No reports of shortages have been reported by Royal Unibrew or their supermarket customers as they 

achieved a 99,7% service level in 201811, so their relatively small inventory must be considered an 

advantage (Royal Unibrew annual report, 2019). 

 

Besides inventory data, only assumptions can be made based on the knowledge of the general 

industry, such as that the main raw material required to produce beverages and packaging is highly 

standardized (Marketline A, 2018), which makes it difficult to gain a competitive advantage from 

this.  

 

7.1.2 Production 

Royal Unibrew owns and operates eight major production sites, two in Denmark, two in Finland, two 

in the Baltics, one in Italy (with the acquisition of Terme di Crodo in January 2018) and one in France 

(with the acquisition of Etablissement Geyer Frères in July 2018), along with a range of small craft 

                                                           
11 Royal Unibrew defines service level as a % of total orders met within the agreed time frame (Royal Unibrew annual 

report, 2019) 

DKK '000 2015 2016 2017 2018

Net Revenue 6.032.115      6.340.376      6.384.386   7.298.086    

Raw materials and consumables 121.048         120.456         134.563      202.658       

Work in progress 26.830           24.057           21.808        21.809         

Finished goods and goods for resale 168.830         191.413         178.967      215.209       

Total inventories 316.708        335.944        335.338    439.676      

Inventory to revenue ratio 5,3% 5,3% 5,3% 6,0%
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breweries (Royal Unibrew annual report, 2019). These production sites primarily produce local 

brands that are mostly marketed and sold in their region, with some exceptions of deliberate export, 

such as the Ceres brand that is produced in Denmark and exported to Italy and other markets.  

 

One of the five main elements of Royal Unibrew’s overall strategy is ‘operational efficiency’ (Royal 

Unibrew annual report, 2019), which focuses on reducing costs and pursuing opportunities to enhance 

production efficiency. This has been a core component in their strategy in more than a decade, ever 

since their disastrous financial year of 2008, where inefficient production sites were shut down and 

massive lay-offs were deemed necessary for survival (Gullev, 2008). Since then, production costs 

have been drastically reduced and now make up 47,6% of net revenue as opposed to 58,2% in 2008 

(Royal Unibrew annual reports, 2008-2018). 

Compared to the rest of the industry, Royal Unibrew’s gross margin12 of 52,4% in 2018 (Royal 

Unibrew annual report, 2019) is pretty average among alcoholic beverage producers, which had an 

average gross margin of 52,6% in Europe in 2018 (Damodaran, 2019), although when compared to 

the 39,8% among soft drink producers seemed solid.  

 

Royal Unibrew’s breweries operate relatively independently, and encouragement from Royal 

Unibrew’s management to focus on development assist in the constant push for innovation and new 

product launches (Royal Unibrew annual report, 2019), which is another cornerstone in their overall 

strategy. Adaption and understanding local demand are key elements to operate with so many diverse 

brands, which it appears that Royal Unibrew has mastered. 

 

Royal Unibrew’s ability to control productions costs while adapting and developing new products is 

a very valuable ability to possess and it is rare to see among competitors. 

 

7.1.3 Outbound logistics 

The outbound logistics includes anything that help deliver the products from when they are finished 

in the production until they arrive at the customers (Porter, 1985). For Royal Unibrew, the storage of 

finished goods is rather minimal and is less than 3% of the net revenue in 201813.  

                                                           
12 Gross Margin is calculated as ’Net Revenue minus Production Costs’ 
13 See table 5 on the previous page for further information regarding inventory 
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Royal Unibrew uses a combination of leased trucks for delivery purposes and hiring third party 

companies to conduct the assignment. Without further information given, it is tough to estimate value 

generated by leasing trucks as opposed to owning them or fully hiring third party contractors. 

That said, the sales and distribution costs have reduced significantly over the past four years for Royal 

Unibrew (compared to the net revenue) as displayed below: 

 

Table 7.3 - Royal Unibrew's sales and distribution expenses as a % of net revenue 2015-2018, (Royal Unibrew's annual report, 2016-

2019) 

The sales and distribution have been combined so it is practically impossible to tell them apart in the 

income statement, although Royal Unibrew do mention that their sales and marketing expenses for 

2018 grew significantly as a result of new growth initiatives and support to the newly acquired 

businesses (Royal Unibrew annual report, 2019), thus it is assumed that the sales expenses have 

caused the increase in costs as opposed to the distribution. 

 

The costs associated with transporting beverages are relatively high as it is a very bulky good with a 

low retail price per tons, which means it is an advantage to have the production site as close to the 

consumers as possible (Pekic, 2017). This is mostly the case for Royal Unibrew, although some 

brands are exported, such as Faxe and Ceres. 

 

With their wide selection of popular brands, Royal Unibrew has built a strong network of distributors, 

retailers and on-trade buyers that can benefit the new acquisitions. As an example, the new Italian 

acquisition, Terme di Crodo has their own employees that handle production and internal logistics, 

while Royal Unibrew’s Italian distribution company, Ceres S.p.A., handles commercial and external 

logistics activities in corporation with third party partners (Royal Unibrew annual report, 2019). As 

a result, Royal Unibrew’s established connections and know-how are transferred to the new 

subsidiaries generating new value for Terme di Crodo. 

 

7.1.4 Marketing and sales 

Strong brands recognition and consumer preference makes it difficult to build new brands in the 

beverage industries, which is why marketing efforts are vital to persuade customers. Royal Unibrew 

has a series of strong marketing initiatives, including sponsoring a popular music festival in Finland 

DKK '000 2015 2016 2017 2018

Net Revenue 6.032.115      6.340.376      6.384.386   7.298.086    

Sales and distribution expenses -1.932.677     -1.981.803     -1.956.367  -2.167.325   

% of Net Revenue 32,0% 31,3% 30,6% 29,7%
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or the Royal Arena in Copenhagen as well as a series of local events and sports teams (Royal Unibrew 

annual report, 2019). Royal Unibrew believe it is all about getting close to the consumer and make a 

presence is the local environment. Other initiatives, such as improving e-commerce and upgrading 

IT-systems should make it easier to reach new customers and improve online marketing efforts.  

As mentioned previously, Royal Unibrew offers a wide range of brands and purposely target two 

positions they consider favorable and profitable: a market leader position or niche positions. In 

Denmark, Finland and the Baltics, Royal Unibrew holds either a market leader or market follower 

(second largest) position within beverages, where scaling is the key attribute to obtain. In Southern 

Europe, Royal Unibrew must settle for a niche position, which is why they offer premium beer to 

compensate for a lack of scaling with a more attractive margin. Terme di Crodo’s brands does not 

target the premium segment. 

 

Unlike some of the largest international breweries, Royal Unibrew does not have one strong brand 

that dominates internationally across borders. Rather, Royal Unibrew focuses on branding products 

locally and ensure regional strength.  

 

Royal Unibrew is also a licensee of both Heineken and Pepsi’s brands in Denmark, Finland and the 

Baltics (Royal Unibrew annual report, 2019). 

 

7.1.5 Service 

The service activities is another element that is difficult to analyze, as the service offered by Royal 

Unibrew towards their direct customers (B2B customers, such as supermarkets and on-trade buyers) 

is non-disclosed, although new digital solutions should improve communication between parts of the 

supply chain and improve responsiveness and customer experience (Royal Unibrew annual report, 

2019). It has been very common for producers to enable easy communication between the customers 

and the firm through social media, which Royal Unibrew has embraced too. 

 

7.2 Support activities 

These activities support the functions above without necessarily being directly involved in production 

of the goods. These include procurement, human resource management, technological development 

and firm infrastructure.  
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7.2.1 Procurement 

Royal Unibrew’s production of raw materials is very limited, which means that most of their inputs 

have to be purchased from suppliers. Commodity purchases make up a considerable part of the firm’s 

procurement, which is why Royal Unibrew has elected to hedge a large share of their raw material 

inputs, including barley and hops for beer production, and aluminum and cardboard for cans and 

packaging by entering into fixed-price agreements with suppliers (Royal Unibrew annual report, 

2019).  

 

Other procurement information, such as the size and numbers of suppliers as well as availability of 

bulk purchases are unavailable. 

 

7.2.2 Technological development 

Technological advancement is a natural part of any production industry that involves the usage of 

machinery or robots (Ruttan, 2000). Technological developments have been key in the growth of 

industries across the world, including beverages, where new technology can improve production 

efficiency, assist in customer tracking or knowledge sharing and much more. 

For Royal Unibrew, a constant trade-off between the costs of implementing new technology versus 

the long-term benefits obtained is weighted before making major decisions (Royal Unibrew annual 

report, 2019). As an example, Royal Unibrew has implemented new IT infrastructure in their 

production site in Faxe, which reduces the energy consumption of up to 75%; an initiative that benefit 

the firm’s economy over time, but also aligns with consumer demands of more environmentally 

friendly solutions, according to a recent Nielsen report (Nielsen, 2018). 

 

However, the technology embraced by Royal Unibrew is not unique, as major competitors in the 

industry understand the impact of technological change (Euromonitor B, 2018). Perhaps it is more of 

a necessity than a competitive advantage. 

 

7.2.3 Human resource management 

Retaining experienced employees and recruiting new talents is another corner stone is Royal 

Unibrew’s overall strategy, which includes training staffs and encouraging employee to work across 

the value chain to avoid a ‘silo mentality’ (Royal Unibrew annual report, 2019). Furthermore, the 

firm is promoting gender equality and aiming for at least 40% representation of each gender at top 

management. 
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In a 2018 interview (Scheel-Bech, 2018), the CEO of Royal Unibrew, Hans Savonije, praised the 

people in the firm, claiming it was their determination that turned the sinking ship around a decade 

ago. He believes the flat organizational structure and large individual responsibility among 

subsidiaries encouraged actions (Scheel-Bech, 2018).  

 

7.3 Applying VRIO to the value chain 

Observing the activities in Porter’s value chain in isolation generates limited understanding of which 

parts of the chain are actually an advantage to Royal Unibrew. As such, the VRIO model (Barney, 

1991) is applied to the activities introduced above. VRIO is an acronym for the four questions asked 

in connection with identifying a sustainable competitive advantage. Is the resource valuable? Rare? 

Inimitable? Exploited by the organization? If the answer is yes to all of them, Barney (1991) argues 

that a sustainable competitive advantage is present for the firm. 

A resource is valuable if it grants the company some sort of benefit, by either increasing value or 

decreasing costs. It could also be valuable if the resource is able to exploit an opportunity or mitigate 

a threat. Achieving a valuable resource is useful for a company but does not necessarily grant a 

competitive advantage, if it is not rare or inimitable. A rare activity or resource is present when only 

a small share of the players have it, while it is inimitable when it is difficult to replicate or substitute 

for competitors (Barney, 1991). Finally, it is vital that the organization is able to exploit the resource; 

otherwise, it will simply be an unused competitive advantage. 

 

The cross of Porter’s value chain and Barney’s VRIO model can be seen below in table 7.4: 
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Value chain 

activity 

Valuable 

(V) 
Rare (R) 

Inimitable 

(I) 

Organizational 

exploit (O) 

Competitive 

edge 

Inbound 

logistics 
X   X Parity 

Production X X  X 
Temporary 

advantage 

Outbound 

logistics 
X X  X 

Temporary 

advantage 

Marketing and 

Sales 
X   X Parity 

Procurement X   X Parity 

Technology X   X Parity 

HRM X   X Parity 

Figure 7.4 - Porter's value chain (1985) combined with Barney's VRIO model (1991), self-constructed, ‘infrastructure’ has been 

exempted. 

 

All of Royal Unibrew’s activities in the value chain are valuable and exploited by the organization. 

Naturally, this conclusion may be caused by a bias in the data available, as Royal Unibrew purposely 

omit negative information from their communications. Regardless, the mentioned activities are all 

used by the organization and creates some sort of value for Royal Unibrew or their customers. 

 

Royal Unibrew’s production activities have also been deemed rare as a result of the firm’s ability to 

generate unusual margins on the basis of low production costs. The operational efficiency strategy 

has turned the production philosophy on its head and granted Royal Unibrew a competitive advantage. 

That said, the philosophy can rather easily be duplicated by competing firms that wish to control costs 

above anything else, so it is not inimitable.  

 

The temporary competitive advantage granted by the outgoing logistics have its roots in the relatively 

low distribution costs that Royal Unibrew possess but more importantly, it stems from the firm’s 

ability to use the organizations distribution network to integrate and improve new acquisitions. This 

ability is rare, especially among smaller players, yet it not impossible to replicate due to the nature of 
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the industry and the norm of acquiring competitors as a method of growth and integrating them as 

part of a larger network (CBinsights, 2018)14. 

 

What is noteworthy is how Royal Unibrew does not appear to possess any sustainable competitive 

advantage. Rather, the company has been able to utilize its resources to greater extent than many of 

its competitors. Royal Unibrew’s combination of solid positioning, operational efficiency and growth 

investments has led to superior performance, which combined must be considered a competitive 

advantage (Day & Wensley, 1988). Whether that advantage is sustainable is uncertain, as every 

element of the strategy appears replicable by competitors in the long-term.  

                                                           
14 See more in the market- and industry analyzes 
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8. SWOT 
The SWOT analysis is a tool that gathers all the key points from the internal and external analyzes 

and separate them into the following categories: strengths (S), weaknesses (W), opportunities (O) and 

threats (T). The strengths and weaknesses stem from the micro analyzes and involves the key points 

regarding Royal Unibrew’s internal situation, while the opportunities and threats focus on the external 

environment, which may affect the industry as a whole. 

 

The key points are selected with their importance and relevance towards the development of a strategy 

for Royal Unibrew in Italy. 

 

Below the key points are presented in the SWOT-model: 

 

Strengths  (S) Weaknesses (W) 

S1. Strong top- and bottom-line growth in recent 

years 

W1. Weak liquidity and solvency 

S2. Outperforms competitors on key ratios W2. Merely a small player in the Italian market 

S3. Wide range of product and brand offerings 

across both alcoholic and non-alcoholic drinks 

(and strong product development) 

W3. Royal Unibrew has no strong wine or 

bottled water brands in Italy - the two largest 

categories in their respective industries 

S4. Experience in M&A activity W4. No major global brand 

S5. Has an established beer brand in Italy 

(Ceres) with strong distribution network 

W5. No clear sustainable competitive advantage  

S6. Terme di Crodo’s production facilities in 

Northern Italy are modern and hold capacity for 

cans, glass and bottles 
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Opportunities (O) Threats (T) 

O1. Premiumization  T1. Large international players hold 

considerable market shares, both in alcoholic 

and non-alcoholic drinks in Italy 

O2. Non-alcoholic beer T2. Wine is traditionally the preferred choice of 

alcohol in Italy 

O3. Growing health awareness T3. Bottled water is by far the largest soft drink 

category in Italy  

O4. Italians are generally advocates of ‘the good 

life’ 

T4. Harsh political and legal attitude towards 

unhealthy beverage 

O5. M&A is a common method of growth in the 

beverage industries 

T5. Microbreweries and other niche producers 

O6.  Cost management is key to acquiring strong 

margins in the mainstream segments. 

T6. The carbonates category is declining in Italy 

 T7. Strong brand preferences among consumers 

 T8. Transportation of beverages is expensive 

Table 8.1 - SWOT-matrix for Royal Unibrew 

  



Nicklas Petersen Master’s Thesis 15-05-2019 

Page 67 of 86 
 

9. TOWS 
The TOWS-analysis serves the purpose of taking the SWOT-matrix beyond a static state and develop 

new synergies between the internal and external key points (MindTools, 2019). The TOWS-matrix is 

introduced in an attempt to develop strategic options for Royal Unibrew by crossing the internal 

strengths and weaknesses with the external opportunities and threats. As internal and external points 

are combined, new prospects may emerge which can be used for strategy generation and selection. 

The developed TOWS-matrix can be seen below. The parentheses display the emphasized points 

from the SWOT. 

 

TOWS-Analysis Strengths (S) Weaknesses (W) 

Opportun 

ities  (O) 

SO1. Integrate the production of 

Ceres into Terme di Crodo’s facilities 

in Italy  (S5, S6, O6) 

WO1. Possibility for new positioning 

in the Italian carbonates market (W2, 

O1, O4) 

Threats (T) ST1. Focus on Terme di Crodo’s 

bottled water brand (S3, T3, T4, T6) 

ST2. Introduce wine to the product 

portfolio in Italy (S3, S4, S5, T2, T6) 

WT1. Withdraw from the Italian soft 

drink market (W1-W5, T1-T8) 

Figure 9.1 - TOWS-matrix for Royal Unibrew 

The strategies developed below will have limited references because the suggestions derive from the 

analyzes conducted in the previous sections. 

 

9.1 SO1. Integrate the production of Ceres into Terme di Crodo’s facilities in Italy 

The strategy derives from the strengths S5 and S6 as well as the opportunity O6 from the SWOT.  

 

Terme di Crodo’s modern facilities located in Northern Italy currently produce all of their brands, 

while Ceres is produced in Denmark and exported to Italy (Royal Unibrew annual report, 2019). Since 

Ceres is a relatively popular beer brand in Italy, it could be interesting to study the cost-benefit 

situation that would arise from producing Ceres in Italy. Naturally, a study regarding the availability 

of such changes to the Terme di Crodo’s facilities would need to be conducted, however, a clear 

advantage would be the reduction in distribution costs associated with the transportation of Ceres 

from Denmark to Italy. Reducing transportation costs by locating breweries near the customers is a 

common strategy in beverage production; however, Italy is not the only country in which Ceres is 
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popular. First and foremost, it is a Danish brand with a long history dating back more than 150 years 

in the Aarhus city environment, and some Danes still demand the brand (Euromonitor D, 2018). 

Additionally, the brand is exported to a series of other markets, despite none of them with the same 

success as in Italy.  

 

Closing the Danish brewery that produces Ceres in order to move production abroad would probably 

end up as poor public relations management but could become a realistic opportunity in the future if 

the cost-benefit analysis show potential for exploitations. Perhaps a viable strategy would be 

producing Ceres in both Denmark and Italy and coordinate the distribution to minimize transportation 

costs. 

 

9.2 WO1. Possibility for new positioning on the Italian market 

This strategy derives from weakness W2 and the opportunities O1 and O4. 

 

Terme di Crodo is a relatively niche player in the Italian carbonates market, as their combined brands 

hold a market share of 4% (Euromonitor A, 2019), as introduced in the market analysis. This opens 

up for the opportunity to rebrand elements of the portfolio to cater to the ‘good life’ of the Italian 

consumers. Not only are premium product category achieving greater growth, but the margins are 

more attractive too. This could be Royal Unibrew’s way to combat the declining carbonates category 

in Italy and claw their way to even better financial ratios. 

The rebranding of the portfolio would require some significant marketing initiatives, however Royal 

Unibrew are already advocates of value-adding marketing campaigns that aim to bring the brands 

closer to the consumers in Denmark, Finland and the Baltics.  

 

Royal Unibrew’s connection between their strongest existing brand in Italy, Ceres, and their newly 

acquired carbonates brands from Terme di Crodo, could build upon strong know-how in regards to 

targeting the premium and super-premium segments. Ceres already targets these segments, and their 

distribution network could assist in reaching their desired segments within soft drinks too. 

 

The main risk associated with this strategy is the consumers’ reception of the revised positioning. Just 

because Royal Unibrew starts catering towards the premium segment, does not mean that the 
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consumers see it as such. After all, it is solely the consumers’ perception of positioning that matters 

(Ries & Trout, 2001). 

 

9.3 ST1. Focus on Terme di Crodo’s bottled water brand, Crodo Lisiel 

This strategy derives from the strengths S3 and the threats T3, T4 and T6. 

 

With the acquisition of Terme di Crodo, Royal Unibrew obtained an Italian bottled water brand, 

Crodo Lisiel. Despite the brand being a regular part of Terme di Crodo’s portfolio, it has never caught 

any significant recognition from the consumers, as it fails to register any market share of significance 

in the bottled water subcategory (Euromonitor A, 2019). Instead, Terme di Crodo’s focus has been 

placed on the carbonates brands, despite the Italian consumers’ vigorous demand for bottled water. 

 

The essence of this strategy is an attempt to capture market shares from the vastly popular bottled 

water category in Italy. This category is not only the largest in Italy but has experienced the most 

growth in the past five years and has the best future prospects as consumers stray away from the 

unhealthy options (Euromonitor A, 2019). This strategy also circumvents the harsh political attitude 

towards unhealthy drinks as bottled water bypasses the strict regulations on alcohol- and sugar 

inducing beverages. Finally, focusing on bottled water would increase diversification of Royal 

Unibrew’s portfolio in Italy, as they would be less reliant on the revenue generated from the 

diminishing carbonates category. 

 

However, the competition in the bottled water category is fierce. It is a well-established category with 

many international players. Three of the five largest brands in the soft drink industry are primarily 

known for their bottled water15. The range of bottled water variants available is ever increasing, with 

producers offering anything from unbranded discount water to premium, some with flavorings or 

other value-adding features. 

  

                                                           
15 (Volume) The 5 largest brands in 2018 are: #1 Levissima (7,7% market share), #2 San Benedetto (7,5%), #3 Guizza 

(7,0%), #4 Sant’Anna di Vinadio (6,7%), #5 Coca-Cola (3,8%) (Euromonitor A, 2019). 
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9.4 ST2. Introduce wine to the product portfolio in Italy 

The strategy derives from strengths S3, S4, S5 and the threats T2 and T6. 

 

Wine remains by far the most popular alcoholic beverage in Italy, despite recent decay. Many Italians 

continue to believe that wine is an embedded part of Italian culture, although recently fewer and fewer 

appear to consume it on a daily basis. That said, Euromonitor’s report on alcoholic drinks in Italy 

(Euromonitor B, 2018) claims that premium wines continue to generate value, while discount versions 

were suffering. By introducing wine to their assortment, Royal Unibrew would stay true to their 

strategy by continuously expanding their beverage portfolio and keeping local roots.  

 

This diversification strategy would be a leap into a subcategory of alcoholic drink in which Royal 

Unibrew has no experience. The production, packaging and distribution of wine is so significantly 

different from the rest of their portfolio that their current systems and process would most likely 

require an overhaul. Combine this with the fact that Terme di Crodo has no experience in producing 

wine either, it makes very little sense for Royal Unibrew to start venturing into wine with their new 

Italian acquisition. 

 

9.5 WT1. Withdrawal from the Italian soft drink market 

This strategy derives from a combination of all of Royal Unibrew’s internal weaknesses and the 

threats they face in the surrounding environment. 

 

Entering the Italian soft drink market with an acquisition of a small business that primary sell 

beverages in a subcategory (carbonates) that is suffering from ever tightening regulations and a 

general decline in interests from consumers is a tough ask. Perhaps too tough, when taking Royal 

Unibrew’s liquidity situation into consideration and combining it with the lack of a clear sustainable 

competitive advantage. How is Royal Unibrew ever going to compete in an industry dominated by 

large international manufacturers, high brand preferences among consumers and an increasing 

demand for premium products? Perhaps Royal Unibrew has bitten over more than they can chew by 

acquiring four new businesses in the span 15 months. ‘The curse of success’ is a fatal bias that can 

inhibit new business creation (Aaker & McLoughlin, 2010), as managers become too courageous and 

take on too much risk in order to sustain preceding success. Expectations from shareholder’s and 

short-term financial targets push managers to conduct shortsighted business rather than focus on the 
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long-term strategy. Perhaps the acquisition of Terme di Crodo was too impulsive and Royal Unibrew 

would be better off divesting or liquidating the subsidiary. 

 

Withdrawing from the Italian soft drink market allows Royal Unibrew to focus on their core brands 

in their core market, something they have achieved tremendous success with in the past. 

 

Even if Royal Unibrew were to exit the Italian soft drink market through a divestment or liquidation 

of Terme di Crodo, a series of exit barriers exist, which complicates the process. Most of these exit 

barriers are relatively concealed, such as the contract conditions with suppliers or employees, or 

volatile like the repercussions to the firm’s reputation or share price. As such, the expenses associated 

with exiting the market could greatly outweigh that of attempting to adapt to the market and turning 

the business around. 

A more in-depth analysis of the exit barriers and repercussions of a potential liquidation would be 

required in order to decisively follow through on this suggestion. 
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10. Final strategic suggestion 
The final strategic suggestion is based on a combination of strategic options deriving from the TOWS-

analysis. The primary strategies used are WO1 and ST1. 

 

Royal Unibrew needs to understand and adapt to the changes occurring in the beverage industry. The 

consumers rising demand for premium products is a clear indicator that a change of consumption 

pattern is happening. Social consumption is gaining grounds along with the search for ‘the good life’. 

As such, the consumers are willing to pay a higher price for a product they consider of higher quality. 

 

The combined market shares of Terme di Crodo’s carbonates brands in Italy remains mere 4% 

(Euromonitor A, 2019), giving them the option of rebranding their offerings to target the game 

changing trends. A repositioning of the product offerings yields Royal Unibrew the chance of utilizing 

the already-existing distribution network of Ceres S.p.A., while Royal Unibrew’s experience in 

advertising and connecting with consumers can assist in building the new relations to the customers. 

It makes sense to avoid a ‘silo mentality’ in the organization and to combine the efforts of Royal 

Unibrew’s subsidiaries and utilize the synergies that can be developed.  

Repositioning Terme di Crodo’s brands would mean a sales price increase to its products and rather 

than directly competing with mainstream brands such as Coca-Cola and Pepsi, the brands should 

serve as a more premium alternative. The premium positioning would allow for a greater margin on 

each product sold, although a lower amount of units sold must be expected initially, as a result of 

increased prices. 

   

Furthermore, Terme di Crodo’s bottled water brand, Crodo Lisiel, should be granted a significantly 

larger role in their portfolio. The sheer popularity of bottled water in Italy makes one question the 

sanity in ignoring the category as a soft drink manufacturer. And unlike the carbonates category, 

bottled water is continuing to grow as the general perception of the purity and healthiness of water is 

much greater than that of carbonates. Placing a greater focus on Crodo Lisiel would allow Royal 

Unibrew to diversify their offerings in Italy and not be solely reliant on weakening categories that 

meet heavy resistance from public authorities and more health aware consumers. 

Similarly to the other brands, empowering the Crodo Lisiel brand would require a considerate 

decision on the positioning strategy, as bottled water is not just consumed for survival, but is a well-

established competitive category, which embraces strong brand preferences and value-adding 
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features, such as flavoring or health boosts. As such, it is recommended that Crodo Lisiel’s 

positioning is aligned with Terme di Crodo’s other brands in order to increase synergies deriving 

from a shared marketing and distribution effort. Targeting the premium segments makes sense and 

continuous development of the brand could grant Crodo Lisiel a considerably more attractive positon 

in the bottled water category. 

 

The branding efforts of all the brands should reflect the premium position and attempt to depict ‘the 

good life’. Using terminology such as ‘authentic’ and ‘quality’ helps portray a premium brand that is 

targeting the consumers that demand that superior experience. 

 

Royal Unibrew’s premium beer brand in Italy, Ceres, initially has little to win from the acquisition 

of Terme di Crodo and will to a greater extend be used as a tool to assist in the growth of Terme di 

Crodo’s brands as the reposition is happening. Later, a grander discussion could be had in regards to 

how Ceres could benefit from the cooperation among the subsidiaries in Italy and perhaps integrate 

the production of beer into the Terme di Crodo’s facilities. 

 

By executing this strategy, Royal Unibrew would be able to continue evolving one of the key elements 

in their overall strategy, which revolves around establishing scalable niche positions in markets 

outside of Denmark and the Baltic Sea, while keeping their diverse portfolio of strong brands with 

local roots. 
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11. Conclusion 
The future success of Royal Unibrew in Italy with their new acquisition Terme di Crodo is highly 

dependent on the strategic decisions executed by the management.  

 

The premiumization trend is reshaping the beverage industry in Italy, as consumers demand higher 

quality products to consume as enjoyment in company with others. Consumers are willing to pay a 

higher price as they seek ‘the good life’. Furthermore, the consumption of unhealthy beverages are 

declining as customers demand healthier alternatives; the most popular of which, is bottled water. 

 

The thesis concludes that in order to achieve success with their newly acquired subsidiary, Royal 

Unibrew should consider repositioning their Italian carbonates brands in order to capture the 

increasing demand for premium products. The brands should target segments looking for quality 

beverages priced slightly above mainstream brands such as Coca-Cola and Pepsi. Additionally, Royal 

Unibrew should consider granting their Italian bottled water brand, Crodo Lisiel a greater exposure 

in their portfolio, as this brand could be their entrance to a highly prevalent bottled water category in 

Italy. 

 

By utilizing Ceres’ already existing distribution network, combined with Royal Unibrew’s experience 

in operational efficiency and marketing, should grant Terme di Crodo’s brands an opportunity to 

capture market shares from the more attractive premium segment.  

  

Establishing a scalable niche position is key to maintaining low operation costs while simultaneously 

adapting to the local market dynamics. 

 

Unfortunately, with limited resources and restricted in-depth knowledge of the operations of Royal 

Unibrew beyond what is publicly available, measuring the exact impact of these strategic initiatives 

is a rather far-fetched prospect. Rather, a successful venture in Italy is based upon the ability to 

improve margins and generate significant profit from their Italian business without harming their 

other operations. I believe the strategy presented above gives Royal Unibrew the greatest possibility 

of achieving success with Terme di Crodo in the Italian market by increasing profit and ultimately, 

shareholder value. 
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12. Discussion 
As this paper concludes, I suggest additional research to be carried out in connection with how to 

achieve post-acquisition success on a strategic level. The case of Royal Unibrew in Italy has been 

interesting, as Royal Unibrew’s venture into a considerably different market has caused the need for 

strategic reconsideration. However, this paper’s strategic suggestion is far from the definitive 

strategy, as I believe success can be achieved in a wide variety of ways. The delimitations introduced 

earlier in the thesis may have obscured certain perspectives, which may alter the conclusion; as such, 

it is worth considering additional tools and frameworks in the search for an optimized strategy. 

Furthermore, additional research carried out in relation to Royal Unibrew’s other acquisitions, could 

explore additional synergetic effects, which vastly change the perception of what is the optimal 

strategic moves for Royal Unibrew. 

 

Likewise, I suggest that other researches continues the study of post-acquisition success in other cases 

besides Royal Unibrew. The strategy suggested in this thesis has been tailored to fit the internal 

situation and the external business environment of Royal Unibrew and Terme di Crodo in Italy, and 

should not be seen as a generic fit-all strategy for other post-acquisition settings.  

 

M&A is a common method of growth in the beverage industries, so I am convinced that Royal 

Unibrew is not a stand-alone example that could benefit from this kind of analysis. Previously, other 

students have conducted research in regards to where Royal Unibrew should consider going next 

(Jensen & Amby, 2014) or how their strategy influences the value of the firm (Hoffland, 2013). Such 

analyzes contribute to the understanding of Royal Unibrew’s strategy, however, it should be worth 

revisiting these studies as Royal Unibrew’s situation has changed significantly since then, especially 

in regards to their presence in Southern Europe. I highly encourage further research to be conducted 

on this topic. 

 

Finally, as an external researchers, it is audacious to claim that my strategic suggestion is superior to 

the strategy developed by the people who have all the insider knowledge (the management of Royal 

Unibrew) especially when the firm has been performing so tremendously in regards to financial 

results recently. However, I believe I must stick to my interpretation of the analysis-outcome and base 

my suggestions upon the information available to me. 
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Appendix 1. Industry Definitions 
As mentioned above, the two primary industries introduced in this thesis, are the soft drink- and 

alcoholic drink industries. There are a series of underlying subcategories within each of these 

industries which includes, for soft drinks these includes: 

 

Source: (Euromonitor A, 2019) 

 Bottled water: Water sold in a plastic/glass container, includes spring, mineral and purified 

water, as well as carbonated, flavored and ‘functional’ water) 

 Carbonates: Sweetened, non-alcoholic drinks containing carbon dioxide. Does not include 

tea-based beverages or sports- and energy drinks as these have their own category) 

 Concentrates: Liquid- and powder concentrates, usually mixed with water before drinking. 

 Juice: Packaged juices from fruits and/or vegetables, does not contain any beverages with 

carbon dioxide, only still juices. Does not include dairy ‘juices’ (e.g. strawberry milkshakes). 

 RTD Coffee: Includes packaged ready-to-drink coffee, both consumed hot or cold, made on 

the base of brewed coffee or coffee extract. Does not include dairy based beverages, which 

are coffee flavored. 

 RTD Tea: Includes packaged ready-to-drink tea, both consumed hot or cold, made on the base 

of brewed tea or tea extract. Can be both sweetened and unsweetened, carbonated and not 

carbonated. 

 Energy drinks: Beverages with the primary function of boosting energy, usually through high 

levels of caffeine. Can be carbonated or still.  

 Sports drinks: Beverages meant to be consumed while exercising. They may help recover 

body fluids, maintain or boost energy levels and are often marketed as ‘good for you’. 

 Others: Any non-alcoholic soft drink that is not included in the other subcategories. This does 

not include any diary-based products.  

 Soft drinks: Total aggregation of the above categories. 

 

The definition for the alcoholic beverage industry is as follows: 

 

Source: (Euromonitor B, 2018) 

 Beer: An alcoholic (or non-alcoholic) drink brewed from malt and hops and fermented with 

yeast. 
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 Cider/Perry: Cider is fermented apple juice while perry is made from fermented pear juice. 

 RTDs: Ready-to-drinks, alcopops or premixes are within this subcategory. This can be a wide 

variety of different alcoholic drinks, usually around 4-6% alcohol and includes mixes of cider 

and beer and other mixes. Also includes other malt drinks besides beer and fruit based alcohols 

that are not apple/pear based. 

 Spirits: Hard liquor, no specific alcohol % limit is defined, but it is often above 15% alcohol 

and enjoyed in smaller amounts or personally mixed with soft drinks. 

 Wine: Alcoholic beverages based on grapes, includes both still and sparkling wines as well as 

fortified and vermouth wine. 

 Alcoholic drinks: Total aggregation of the above categories. This also include low- or non-

alcoholic versions of the above.  

 

The industry definitions are based on Euromonitor’s definitions to ensure streamlining and clearance 

in number comparisons. Their category definitions are rather well described and relatively easy to 

understand, which were key criteria for selecting their definitions, beyond their accuracy and validity 

towards the thesis.  

 

The beverage industry is considered the combined soft drink and alcoholic drink industries. Thus, in 

this thesis, the beverage industry does not include dairy products or anything not included in the above 

definitions. 
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Appendix 2. Royal Unibrew Consolidated Income Statement 
From Royal Unibrew A/S’ annual reports 2015-2018 

 

 

 

  

  

DKK '000 2015 2016 2017 2018

Net Revenue 6.032.115     6.340.376     6.384.386 7.298.086   

Production costs -2.862.759     -3.053.150     -3.084.314  -3.471.098   

Gross Profit 3.169.356     3.287.226     3.300.072 3.826.988   

Sales and distribution expenses -1.932.677     -1.981.803     -1.956.367  -2.167.325   

Administrative expenses -319.723        -304.734        -275.104     -320.272      

EBIT 916.956        1.000.689     1.068.601 1.339.391   

Income after tax from investments in associates 31.061           27.802           18.418        19.607         

Financial income 8.759             4.055             3.048         5.074           

Financial expenses -54.470          -34.962          -34.447      -36.346        

Profit before tax 902.306        997.584        1.055.620 1.327.726   

Tax on profit for the year -190.879        -213.833        -224.961     -287.780      

Net profit for the year 711.427        783.751        830.659    1.039.946   

Other comprehensive income

Exchange adjustment of foreign group enterpirses 5.374             -9.180           -5.232        9.738           

Value adjustment of hedging instruments, beginning of year 32.677           27.839           7.113         1.416           

Value adjustment of hedging instruments, end of year -27.839          -7.113           -1.416        -17.315        

Tax on other comprehensive income (fair value adjustment) -3.097           -4.017           -1.560        3.154           

Revaluation of non-current assets 39.000           

Tax on revaluation of non-current assets 2.461             

Actuarial gain on pension schemes 7.398             -256              -104           314             

Tax on actuarial gain on pension schemes -1.544           51                 23              -62              

Other comprehensive income after tax 54.430          7.324            -1.176       -2.755        

Total comprehensive income 765.857        791.075        829.483    1.037.191   
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Appendix 3. Royal Unibrew Consolidated Balance Sheet 
From Royal Unibrew A/S’ annual reports 2015-2018 

 

  

DKK '000 2015 2016 2017 2018

Non-current assets 5.505.482 5.180.347 5.121.146 6.774.513      

Intagible assets 2.920.162   2.884.121   2.862.066   4.107.884        

Property, plant and equipment 2.438.224   2.142.174   2.121.551   2.529.777        

Invenstments in associates 135.371      143.978      127.911      124.462           

Other fixed assets investments 11.725       10.074       9.618         12.390             

Current assets 1.242.045 895.654    1.657.262 1.287.147      

Inventories 316.708      335.944      335.338      439.676           

Receivables 570.438      534.116      587.441      666.478           

Corporation tax -            -            16.164       -                  

Prepayments 21.714       18.677       33.693       35.842             

Cash at bank and in hand 333.185      6.917         684.626      145.151           

Assets Total 6.747.527 6.076.001 6.778.408 8.061.660      

Non-current liabilities 1.851.560 1.234.893 1.630.698 3.151.742      

Deferred tax 375.396      362.117      378.231      542.328           

Mortage debt 1.000.325   859.220      858.328      855.347           

Credit institutions 461.675      -            381.179      1.709.582        

Other payables 14.164       13.556       12.960       44.485             

Current liabilities 1.961.162 1.929.731 2.333.559 2.001.762      

Mortage debt 14.203       4.761         3.720         3.572              

Credit institutions 40.934       133.975      416.369      98.383             

Trade payables 913.762      858.149      1.025.688   974.930           

Provisions -            -            20.846       16.428             

Corporation tax 7.044         21.196       -            9.761              

Other payables 985.219      911.650      866.936      898.688           

Liabilities Total 3.812.722 3.164.624 3.964.257 5.153.504      

Equity 2.934.805 2.911.377 2.814.151 2.908.156      

Share capital 110.985      108.200      105.400      102.000           

Other reserves 902.938      790.808      770.138      738.082           

Retained earnings 1.521.336   1.571.454   1.469.583   1.508.191        

Proposed dividend 399546 440915 469030 550.800           

Non-controlling interests -            -            -            9.083              

Liablities and equity total 6.747.527 6.076.001 6.778.408 8.061.660      
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Appendix 4. Royal Unibrew Consolidated Cash Flow Statement 
From Royal Unibrew A/S’ annual reports 2015-2018 

 

DKK '000 2015 2016 2017 2018

Net profit for the year 711.427     783751 830.659    1.039.946  

Adjustments for non-cash operating items 523.750       531825 536.784      641.052       

1.235.177  1.315.576  1.367.443 1.680.998  

Changes in the following items:

Receiveables -35.317       32.213         -71.496      15.855         

Inventories -3.965         -20.557       863            -27.599       

Payables 207.867       -105.017      146.616      -173.082      

Cash flow from operating activities before net financials 1.403.762  1.222.215  1.443.426 1.496.172  

Net financial expenses -46.588       -26.871       -28.784      -30.795       

Cash flow from operating activities before tax 1.357.174  1.195.344  1.414.642 1.465.377  

Corporation tax paid -197.397      -210.612      -246.418    -251.120      

Cash flow operating activities after tax 1.159.777  984.732     1.168.224 1.214.257  

Dividend received from associates 26.660         24.863         26.735       21.412         

Sale of property, plant and equipment 100.601       222.109       8.554         27.199         

Purchase of property, plant and equipment -255.381      -209.619      -253.771    -320.877      

Free cash flow 1.031.657  1.022.085  949.742    941.991     

Business acquisitions -              -              -            -1.327.395   

Acquisition/sale of intangible assets and fixed asset investments 5.330          151             456            -21.863       

Cash flow from investing activities -122.790    37.504       -218.026   -1.621.524 

Proceeds from increased drawdown on credit facilities 200.000       400.000       901.274      1.215.548    

New leasing facilities -              -              -            60.250         

Repayment on credit facilities -730.352      -917.918      -240.000    -421.559      

Repayment on leasing facilities -              -              -            -55.601       

Dividends paid to shareholders -373.957      -385.801      -426.527    -450.874      

Acquistions of shares for treasury -292.548      -443.584      -507.589    -484.090      

Cash flow from financing activities -1.196.857 -1.347.303 -272.842   -136.326    

Change in cash and cash equivalents -159.870    -325.067    677.356    -543.593    

Cash and cash equivalents Primo 491.453       333.185       6.917         684.626       

Exchange adjustments 1.602          -1.201         353            4.118          

Cash and cash equivalents Ultimo 333.185     6.917         684.626    145.151     


