Competition in the
Craft Brewing Industry '-\\ :
in 2017 B

Assignment Questions

1. What are the strategically relevant components of the U.S. and global craft beer industry macro-environment?

2. What is competition like in the craft beer industry? Which of the five competitive forces is strongest? Which
is weakest? What competitive forces seem to have the greatest effect on industry attractiveness and the
potential profitability of new entrants?

3. What does your strategic group map of the craft beer industry look like? Which strategic groups do you think
are in the best positions? The worst positions?

4. What key factors may determine the success of a start-up or smaller, craft brewery?
5. Identify the strategic issues facing craft brewers in 2017. What effects may these issues have on the industry?

6. What recommendations would you make to a smaller, craft brewery to improve its competitiveness in the
market while mitigating any current and future risks?
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seasonal, as tastes change with the seasons. Lighter
beers were consumed in hotter months, while heavier
beers were consumed in the colder months. Consum-
ers might associate beer styles with the time of year
or season. Oktoberfest and German-style beers were
associated with fall, following the German-traditional
celebration of Oktoberfest. Finally, any one con-
sumer might enjoy several styles, or choose to be
brewery or brand loyal.

The brewing process and the multiple varieties and
styles of beer allow for breweries to compete across
the strategy spectrum—low price and high volume, or
higher price and low volume. Industry competitors,
then, might target both price point and differentiation.
The home brewer, who decided to invest several thou-
sand dollars in a small space to produce very small
quantities of beer and start a nanobrewery, might uti-
lize a niche competitive strategy. The consumer might
patronize the brewery on location, or seek it out on
tap at a restaurant given the quality and the style of
beer brewed. If allowed by law. the brewery might
offer tastings or sell onsite 10 visitors. Further, the
nanobrewer was free to explore and experiment with
unusual flavors. To drive awareness, the brewer might
enter competitions, attend beer festivals, or host tast-
ings and “tap takeovers™ at local restaurants. If suc-

cessful, the brewer might invest in larger facilities and
pacity with growing demand.
The larger, more established craft brewers, espe-
2 ( nsidered regional breweries, might
through marketing and distribution, while
offering a higher value compared to the mass pro-

macrobreweries. However, the consumer
ot ive 1o and desire the craft

smaller breweries—sO much
breweries who by definition were
the ire of the consumer due 1o its
: Mﬂ Beer Company was one such

s mass produced and com-
ies of scale and established dis-
< Thus. low cost preserves margins
1s drive volume sales. Many of
were sold en masse at sporting and

entertainment venues, as well as larger restaurant
chains, driving volume sales.

Companies like SABMiller and AB InBev pos-
sessed brands within their portfolio that were sold
under the perception of craft beer, in what Boston
Beer Company deems the better beer category—beer
with a higher price point, but also of higher qual-
ity. For example, Blue Moon—a Belgian-style wheat
ale—was produced by MillerCoors. Blue Moon's
market share had increased significantly since 2006
following the rise in craft beer popularity, compet-
ing against Boston Beer Company’s Sam Adams in
this better beer segment. AB InBev had also recently
acquired the larger better-known craft breweries,
including Goose Island, in 2011. With a product port-
folio that included both low-price and premium craft
beer brands, macrobreweries were competing across
the spectrum and putting pressure on breweries
within the better and craft beer segments—segments
demanding a higher price point due to production.

However, a lawsuit had claimed the marketing
of Blue Moon was misleading and its marketing
obscured the ownership structure. Although the case
was dismissed, it further illustrated consumer senti-
ment regarding what was perceived as craft beer. It
also illustrated the power of marketing and how a
macrobrewery might position a brand within these

segments.

Consolidations

and Acquisitions

In 2015 AB InBey offered to purchase SABMiller for
$108 billion, which was approved by the European
Union and finalized in 2016. To allow for the acquisi-
tion, many of SABMiller’s brands were required to
be divested, Asahi Group Holdings Ltd. purchased
the European brands Peroni and Grolsch from SAB-
Miller. Molson Coors purchased SABMiller's 58
percent ownership in MillerCoors LLC—originally a
joint venture between Molson Coors and SABMiller.
This transaction provided Molson Coors with 100
percent ownership of MillerCoors. It should be noted
that AB InBev and MillerCoors represented over 80
percent of the beer produced in the United States for
domestic consumption.
















