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Interbrew Enters Expanding Chinese Beer Market

Belgium’s largest brewery purchases majority interest in 

Jinling and Nanjing breweries

(Leuven, Belgium – March 20, 1997) Interbrew plans to strengthen its position in Nanjing, Jiangsu’s capital city, by improving the quality of Jinling’s dry beer and introducing a new amber beer. “We are confident these new and improved brands will reinvigorate Jinling’s loyal customer base in Nanjing,” said Helena Tourchine, Interbrew’s president and CEO. “We will send one or two of our head brewers to educate the Chinese brewers on our expert Belgian brewing process to create the best tasting Chinese beer in all of China.” 

Interbrew also plans to expand into other second-tier cities in the Jiangsu province, especially in the North. “Our aggressive marketing campaign and reinvention of the Jinling brand will create a Jinling buzz in the Jiangsu region,” said Jake Goshert, Interbrew’s vice president for marketing. “You won’t be able to find a refrigerator in Jiangsu that doesn’t have a Jinling beer inside.” 

Once Interbrew has a stronghold on the Jiangsu province – especially in Nanjing – it plans to expand and offer its brands in other second-tier cities in neighboring provinces. These cities would include Nanchang, Qingdao, Hefei and Huainan. Interbrew is also exploring strategies that would give its brands a presence in distant provinces through licensing and/or joint ventures. 

Interbrew will consolidate its two new breweries by pairing down the management teams and concentrating its growth in the Nanjing Brewery operation. “We will send one of our top plant managers to Nanjing in order to unite our separate management teams in order to create efficiencies,” said Amos Himmelstein, vice president for international operations. The Interbrew executives feel confident that they can then expand the Nanjing brewing facility if production does not keep up with the projected increase in demand.

In addition to brewing one of China’s most recognized brands of beer, Interbrew also has plans to brew and distribute its flagship Belgium brand, Stella Artois. “Stella is our most famous and primary brand,” said Jeff Rooney, vice president of international sales. “Once we have restructured and streamlined our Jinling brewing processes, we feel confident that the premium brand of Stella Artois will do well in Jiangsu, especially in the wealthier cities of Suzhou, Wuxi, and Changzhou.

# # # 

Interbrew is Belgium’s largest brewing company. Established in 1987 with the merger of Belgium’s two biggest brewing groups: Artois in Leuven and Piedboeuf in Jupille.

 Kirin Brewery Co.

1. Geographic Segments

Open new market in Sichuan Province while standing firm in northern, eastern, and southern China with current operation.

2. Economic Segments

Kirin brand

- super premium segment

- targeting at urban wealthy people

New brand

- high-end standard segment

   - targeting at urban middle class

   - under Kirin’s umbrella

   - only in Sichuan

3. Value Added Activities

In Sichuan

- Embark on production

    -- forming joint venture with Chongquing Brewery or other appropriate breweries

   - Sale and distribution in Sichuan

    -- introducing new brand

    -- extending cooperation with Mitsubishi and Kerry

   In other regions

   - advancing relationship with current partners

4. Collaboration

Form

   - joint venture with Chongquing Brewery or other appropriate breweries

   Purposes
   - rapidly entering the market with lower initial investment

   - taking advantages of production volume in place

   - diversifying geographic and economic segments
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The following will be available to Foster’s competitors through market studies:

Year One:
1. Foster’s reduces the marketing budget of existing brands, concentrating sales efforts in cities where it has breweries: Tianjin, Shanghai, and Zhuhai. It continues full operations for Shanghai Beer and Princess Beer, while other brands can be found only at locales where they are popular. 

2. Foster’s launches a “premium cheap brand” called “Gold Medal”, with a price range between 4.00 - 4.25 per bottle and 4.25 - 4.50 per can
. The brand has a gold and red label; it is positioned as a “world-class” domestic beer and as an “affordable social statement” of pleasure, affordability and pride. 

3. Foster’s starts promoting and selling Gold Medal in bottles where it already has a distribution network: Central South, East and North East. 

4. Draft Gold Medal is sold “Horeca” (Hotels, Restaurants, Cafés) in all 32 cities with a population over 1 million.

5. Canned Gold Medal is sold in small cities, towns and rural areas.

Year Two:
1. Foster’s eliminates all poor performance brands and retains only Shanghai Beer and Princess. Resources are steered towards Gold Medal’s expansion.

2. The price of Gold Medal rises proportionally with middle class spending power.

3. Foster’s franchisees start distributing canned Gold Medal servicing routes through small cities and rural areas where Gold Medal is popular.

4. In those locales where Gold Medal became popular, bottled Gold Medal is sold by local breweries that have 500,000 to 1 million HL brewing capacity. Foster’s distributors sell bottled Gold Medal from these breweries to adjoining rural areas.

Year Three:
1. Draft, bottled or canned Gold Medal is sold nation-wide, but each locale has its own optimized packaging mix (bottled, canned, draft).

2. Foster’s launches a new premium brand. The model of producing and selling it runs analogous to that of Gold Medal, but it targets the premium segment.

3. Foster’s acquires domestic (already privatized) bottling and can plants, as well as transportation companies, and searches for another successful beer MNE to develop a “horizontal alliance.”

4. Foster’s steers newly-acquired resources towards westward expansion, apparently in order to pre-empt competitors from entering these regions, seize a first-mover advantage and reduce transportation distances from the east coast.
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Anheuser Busch, an established brewer with extensive financial resources and an easily-recognizable American brand - Budweiser - started its China entry based upon an evaluation of internal and external factors.  A three-year strategic plan for the company’s China venture takes into account Anheuser Busch’s competitive advantages and disadvantages, the existing Chinese market structure, and competitive and other forces.

At the outset of its entry, Anheuser Busch will target two market segments, premium and high end “standard”.  As its knowledge of the Chinese market increases over the next two years, a third beer targeting the low end “standard” segment will be introduced.  Participation in all three tiers of the market will put Anheuser Busch in a strong position to meet its ten-year goal of making its products available to 85 percent of the Chinese population, along with goal of increasing overall beer consumption in China.

The Budweiser brand is also positioned in the premium to super-premium market, and will continue to offer a high-end American brand to international, urban drinkers of prestige brands such as Guinness and Heineken. Marketing will be designed to reach young, “aspirational” professionals ages 22 to 35. Since there is a lack of other high-end companies in the take-home off-premise market, the company will attempt to exploit this with store and distributor agreements. Since more and more people drink at home as China becomes wealthier, sales in this retail channel are increasing. With increasing wealth, the trend tends to move toward more drinking at home rather than in bars and making distribution easier and favoring the bigger breweries' economies of scale. While the low end cheap beers are still the most popular, rapid growth has been forecasted in the high end and premium segments.

Anheuser Bush will begin to produce a new lower price secondary brand in China to compete in the lower segments, while the majority of MNE’s fight for market share in the premium segment. The company will market their  new beer - working name “Golden River” - in this high-end “standard” segment, alongside brands like Blue Ribbon and Tsingtao. This product will be advertised and distributed in the more internationalized large cities as well as in the larger 58 metropolitan areas that are not as internationalized; slightly older beer drinkers (ages 30-55) who are less concerned with status - but more interested in quality - will be targeted in its marketing campaigns.

Anheuser Busch will immediately begin development of a future beer - working name “Cowboy” - for the Low End “Standard” segment. This beer will stand alongside brands such as Five Star, Beijing Beer, and Baoluquan, which together with the High End “Standard” brands control 85-90% of the Chinese market. All development work - including the identification of a collaboration partner, distributorship agreements, taste tests and operational functionality at two or more localized breweries - for this inexpensive, mass-market beer should be completed within two years of the strategic plan’s inception.  This will allow for a slow rollout as the company develops distributorship channels and resources as it attempts to move deeper into the countryside. This product will be advertised and distributed in China’s local, rural markets using mass marketing methods such as outdoor ads and sponsorships and will not target any specific age group.

Anheuser Busch will continue to produce Budweiser in its majority-owned Wuhan brewery, along with the high end standard beer.  Low end standard beer may be produced at small local breweries who have fallen upon hard times, acquired through a joint venture with an extant Chinese brewer in the segment.
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A number of factors spurred Asahi Breweries, Ltd. to invest in beer production in China.  One driver for Asahi’s investment in China was the stagnating growth of sales in their home country of Japan.  Although Asahi produced the best selling beer in Japan the company sought new markets for growth opportunities.

Currently Asahi is in a very competitive position.  The company owns 3.7% of China’s beer production capacity, and offers both high-end and low-end standard beers. Their low-end beer lines should not be expanded as forecasts indicate demand will level off, whereas high-end beer lines are expected to have significant growth in consumption levels.

Asahi beers are sold in cans.  Selling beer in cans allows Asahi to have a competitive advantage against local bottled beers, many of which are sold in glass bottles, and they should continue with that trend.

Asahi should plan in the long term for widening distribution into the Central Provinces, where the market size of 21.8 million HL and population is large while beer production in the region is low.

Asahi should look toward acquiring wholesalers and implementing their own centralized distribution system.  Currently Asahi is subject to a complicated and fragmented system of distributors with varying degrees of efficiency and reach.

Asahi should also consider undertaking some ‘Corporate Social Responsibility’ (CSR) initiatives.

Asahi should continue to be vigilant in monitoring competitors, including Tsingtao, in any games of strategic interdependence because although they are collaborating, it is still a ‘competitive collaboration’.

Asahi as we know from its past can enforce change rapidly to meet new dynamics so we are confident Asahi can rise to any occasion, as long as it not only continues to strive for ‘the big aha’ but knows it when it presents itself!
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Heineken/APB should do a number of things as part of their three year strategy as they continue their inroads into the Chinese market. First, they should focus a majority of their resources toward both the High End Standard and Low End Standard markets where the markets are not currently saturated. While there is not an abundant amount of consumption in these segments at this time, these markets show great growth potential, high product loyalty and the opportunity penetrate these markets successfully. This strategy in this market would be secured with targeted research and product placement to ensure the appropriate, rural consumers are being reached. Reeb beer, for example, should be targeted to the rural drinkers in China by personal marketing campaigns, advertising during sporting events and in sports magazines to attract the right consumers. 

On the other end, while not withdrawing completely from the Super Premium and Premium markets, resources should not be concentrated in these highly saturated markets. There is little to no brand loyalty with these consumers and while there is currently high consumption, there is little growth potential. Heineken and Amstel, for example, will continue to be targeted at the professional consumer segments, but no production facilities in China should be built.

In order to compensate for a lack of profits in the beer industry in China, Heineken /APB should collaborate with local companies to create a white-label, unbranded beer for the lower-end markets. This white-label beer would allow Heineken/APB to build a large revenue stream without concerning with production or distribution. With this extra source of revenue, Heineken/APB will have the ability to focus on their already existing brands and work to build brand recognition in China in the appropriate market segments. Additionally, the white label solution will play well into that brand building strategy. With Heineken/APB generic beer in the can and “China Brand” beer on the label, a win-win situation is created for all parties.  Surreptitiously, Heineken/APB can build up loyalty and a taste towards its distinct flavor.  By placing their name on the label of all white labeled beer, subliminally Heineken/APB is actually building its brand awareness for the future. 


In addition to a much needed revenue stream, this white-label strategy will allow for collaboration with local companies, which will give Heineken /APB access to more dependable distribution systems as well as local cultural knowledge. The poor infrastructure in China creates difficulties in transporting beer, so having this access would make the transportation logistics easier. Additionally, having local cultural knowledge when introducing a product to a new market is key to its success. On the other hand, the white-label strategy will not give Heineken /APB the amount of control typically rewarded when entering a market. Additionally, the brand image and name recognition would not be as strong as if Heineken /APB were distributing additional brands under its own name. 

The three year strategy of Heineken /APB has a balance of quantity and quality. The white-label strategy will allow Heineken /APB to penetrate China’s consumers while generating a large revenue stream. Their brand label strategies of focusing their resources on primarily the Standard markets, while still remaining in the Premium markets allows the company to strive for widespread brand awareness and image.
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� See Exhibit 10 Market Segmentation.
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