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Overview 

 

Craft beer is a small, independent and traditional brewing process that produces less than 6 
million barrels in the course of one year. Craft beer is considered to be one of the United States 
fastest growing industries with an annual growth rate of 20.1% (Petrillo 2017). The industry of 
Craft beer consists of microbreweries and small brewpubs. The difference between a 
microbrewery and a brewpub is that a brewpub has the satisfaction to sell food and beer. A 
microbrewery also allows for more capacity which gives it more ability to produce beer for 
larger distribution.  

  
 

 

 

 

  

 

 

 

 

 

 

( Historical U.S. Brewery Count) 
 

Time of Target Lifespan 

 

When brewing craft beer it takes anywhere from 2-4 months for the brewing process, and once 
the beer is developed it lasts around 1 year in the market. Craft beer does not last long in the 
market because consumer tastes are always changing, except when the beer is highly accepted by 
the consumer population, then it will stay for a longer period of time. The demand for craft beer 
will remain constant as it is an emerging industry. 

 
Level of Future Turbulence of the SBA 
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Level of Turbulence of SBA According to Reference Information  

Level of Turbulence  Group Rating  

Market Structure  3.5 

Pressure by Consumers  3.75 

Product Image Differentiation  3 

Marketing Success Factor  3.25 

Levels of Innovation Turbulence According to Referenced Information 

Level of Future Turbulence  Group Rating  
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Frequency of New Product in Industry  3.5 

Length of Product Life Cycle  3.5 

Amount of Competing Technologies  2.5 

Change in Technology  2 

Product Performance & Differentiation  2.5 

Innovation Success Factor  3.25 

 

Level of Future Turbulence of the SBA According to Field Experts 

To better understand the craft beer industry and how the future level of turbulence will affect it, 
we interviewed Steve, the owner of Dos Desperados Brewery, and Felicia the manager of Strauss 
Brewing Company.  
 

Levels of Marketing Turbulence 

 

Level of Future Turbulence 

Individual Rating  
Average of 

ratings 

Steve  Felicia 

Market Structure 4 4 4 

Pressure by Customers 1 2         1.5 

Product Image Differentiation 4 3 3.5 

Marketing Success Factors 2 2 2 

Levels of Innovation Turbulence 

Frequency of New Products in Industry 4 3 3.5 
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Length of Product Life Cycle 4 3 3.5 

Amount of Competing Technologies 1 2 1.5 

Change in Technology  1 2           1.5 

Product Performance & Differentiation 5 3 4 

Innovation Success Factors 5 4 4.5 

 

Porters 5 Forces 

 

Barriers to Entry 

 

The barriers to entry into the craft beer industry are at at a medium, steady level. Although the 
industry capital intensity is relatively low, there are significant costs necessary to purchase, hold 
and distribute beer. With such high initial costs, such as purchases of delivery trucks as well as 
security and database management systems, the industry is often prohibitive to new entrants 
(Petrillo, 2016). It is hard for new wholesalers to enter the industry and be able to compete with 
older ones. This makes it very difficult for them to find success in the craft beer industry because 
they are inexperienced and have little to no power as they are just starting out.  
 
The barrier that is even more significant than new wholesalers is the licensing and regulations 
that come with the opening of a new distribution business. This is a very complex part of the 
industry and the high costs that are associated with all of this make it even more tough to enter 
the industry (Petrillo, 2016). One of the only aspects that makes the industry barriers easier to 
enter is the fact that the ingredients and equipment to make the beer is priced somewhat 
inexpensively.  
 
Competitive Rivalries/Competition 

 
Due to the significant growth of the craft beer industry, the demand for the product is increasing 
on a global scale which is also accelerating the amount of competition in the industry. As the 
trend continues to increase, more and more small scale brewers are competing in the industry. 
Smaller breweries may acquire “a larger degree of price volatility because input costs are 
changing disproportionately and usually smaller breweries do not have bulk ingredient pricing 
contracts with suppliers” (Petrillo, 2016). Therefore, in order to compete, many different brewers 
find new ways to differentiate their beers. In order to alter their approach, craft brewers will drop 
their prices to compete as well as get rid of inventory quicker by increasing sales. Brewers also 
modify their marketing strategy by creating fluctuations within their styles of beer to draw 
attention. They do this by offering changes such as seasonal flavors or creating new designs and 
logos in order to make their product stand out.  
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Craft brewers also have external competition with larger beer brands as well as imported beers. 
Craft beers have taken over the market share in recent years and there is a constant battle to try 
and establish customer loyalty. A technique that craft breweries have used is beer tours to boost 
customer knowledge of the brewing process. Sometimes they attempt to gain new customers by 
offering free samples of their beers in stores, events, etc. Craft brewers also implement 
innovative marketing techniques in order to create a demand that is steady and constant.  
 
Suppliers/Bargain Power of Suppliers 
 

As the craft beer industry continues to grow, so does the amount of suppliers and distributors. 
America has more than 3,300 beer distributors in the industry (Craft Beer Distributer Of the 
Year, 2015). The bargaining power that suppliers have is low for most of the ingredients that are 
in craft beer which works in favor of the industry. “The physical components required in the 
production and packaging of craft beer which include hops, bottles, packaging products and 
water, are homogenous in nature and may be considered commodity products,” (S. Berghoff, 
1996). Most of the ingredients in craft beer add to the low bargaining power as they are 
“homogenous in nature and may be considered commodity products” which works in favor of 
the industry (S.Berghoff, 1996).The channels for craft beer are becoming more diverse as the 
industry continues to grow which gives the suppliers less bargaining power. Those within the 
craft beer industry also have low switching cost which leaves even less power in the hands of the 
brewers. There is also a large number of substitutes which gives the suppliers less bargaining 
leverage due to an extensive amount of competitors. “There is threat of forward integration; the 
larger brewing companies produce enough capital to possibly buy plots of land to grow their own 
hops, malt, or barley,” (Boeing, 2008). 
 
Customers/Bargaining Power of Buyers 

 
Distributors are the main buyers throughout the craft beer industry. According to Porter's 5 
forces model, the bargaining power of buyers increases when there is little to no competition, if 
there is more sellers and less buyers, or if there is threats of backward integration. Due to the fact 
that the distributors are the ones who are directly connected to the consumers, they have the 
ability to control their profit margins and offer the beer at specific prices.  
 
“The beer distributor market normally contains two to three major brand distributors in a region. 
There is one for Anheuser-Busch, Miller and Coors or a Coors/Miller combination. Rarely will 
Coors or Miller be sold under the same house as A/B. Major brand houses are the largest, most 
dominant beer distributor within the territory. They have very high levels of service, are in all 
retail licensed accounts and are aggressively competitive. They have excellent contacts within 
the retail trade including important chain store buyers,” (Adaku, 2008). 

 
There is a large consumer base for craft beer which does not leave the bargaining leverage in the 
hands of a single person. The brewers can fluctuate prices, even raise them, and the buyers will 
still buy the product because they are less sensitive to price changes and still interested in the 
product. The fact that the consumers have low price sensitivity means that there will be increased 
profits throughout the craft beer industry. At the same time, consumers do not present much 
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brand loyalty because there is always the threat of other alcoholic and non alcoholic beverages 
being preferred. Consumers are ultimately still left with the power because they have the ability 
to choose if they want to consume craft beer and who they are going to purchase it from.  
 
Threat of Substitutes 

 
There is no question that mass-produced beers control the beer market. Local and 
microbreweries have no chance in the market simply because of the marketing resources of 
international beer companies. Companies that mass-produce beer use stronger marketing tactics 
like better commercials on television, billboards, and truck logos to promote their products and 
increase sales. Local Breweries rely different marketing tactics like word of mouth, innovation, 
creativity, and community involvement to get their names into the market. Clearly, 
mass-produced beers such as; Budweiser, Miller, Corona, etc, dominate the market, but craft 
beer still finds business in the local community. Domestic craft breweries “have led the charge 
[of] many large craft brewers” against mass-produced beers in a fight for community reputation 
as well as sales (Petrillo, 2016) which is having a positive effect on the growth of local craft 
breweries.  
 
As the demand for craft beer grows, more local breweries are emerging in every community. 
Local breweries have increased by at least 8.3% annually for the last decade (Petrillo, 2016). 
This shows the increasing demand for a craft beer from the consumers, which could suggest that 
mass-production beers are in a steady decline in the U.S. Local breweries counter the dominance 
of large scale companies by diving into the community and producing what the consumers enjoy. 
Breweries will produce short batch beers and create beers based on the seasonality of the market 
as well as improving their big name crafts. Breweries put more of a target market on taps inside 
of restaurants and less on selling to the final consumer. The biggest consumers of craft beer are 
people between the ages of 21-34, but as people get older the trend moves downward as older 
consumers demand less craft beer (Petrillo, 2016) due to their traditional views and experience 
with the mass-produced beer. 
 
Griffin 

 

Economic 

Within the Griffin model, the economic dimension has a major factor on how successful the craft 
beer industry will be. The economy which these consumers live in will affect the spending of the 
average consumers. When the overall economy is struggling with unemployment and disposable 
income, consumers are less likely to buy premium goods such as craft beer. Consumer spending 
is what helps and makes the craft beer industry grow and flourish. 

The craft beer industry is growing at a faster rate than the economy itself (Petrillo, 2016).The 
increasing amount of admiration that craft beer draws from its consumers allows new breweries 
to join the industry easily. This ease into which companies enter the industry ultimately impacts 
this rapid growth. Also contributing to this industry's success, is the ability to introduce new 
product design, for example seasonal flavors, that are well-liked by their consumers. Another 
factor to helping the growth of this industry, is the fact that stores also want sell a variety of these 
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alcoholic products. Having both breweries and stores selling craft beer products increases 
consumer awareness and revenue for the industry. With all the success coming from the craft 
beer industry, it is forecasted that the industry's overall contribution to the economy will rise at a 
rate of 12.4% by 2021 ( Petrillo, 2016 ). Along with this statistic, GDP will rise with the economy 
at 2.1% per year along the same timespan. The craft beer industry keeps showing increasing 
growth while also continuing to seize the consumers interest. 

Political-legal  

The regulations that are placed on the craft beer industry are considered heavy. As the industry 
started to grow and change, the industry had to place many regulations to keep both the 
consumer and the industry out of harm's way. After the Prohibition ended in 1933, the 21 st 
amendment was passed allowing each state to place regulations on how all alcohol, including 
craft beer, would be sold, produced, and distributed. All the states then created a three-tier 
system which made the producers, distributors, and retailers all separate beings. This system 
made it nearly impossible for vertically integrated businesses to produce, distribute, and sell their 
products ( Petrillo, 2016 ). This meant that the producers first had to sell their products to the 
wholesalers, who then sold it to the retailers. Once it reached the retailer's hands, they were able 
to sell the products to the consumers. The idea behind the three-tier system is that having these 
strict regulations would make consumers not be as motivated to produce, sell, and drink 
alcoholic products that could potentially harm the health of the consumer and other public safety 
hazards (Lam, 2014). There are 33 states who have altered their three-tier system to where 
alcohol can be both the producer and retailer, and the other 17 states are called the “alcoholic 
beverage control states” and still maintain a very high level of regulation. Another law that is 
regulated and followed by all 50 states, is the consumer or buyer must be 21 year or older to 
purchase or drink alcoholic beverages.  

The industries regulations are tied to the Tax and Trade Bureau, also called TTB, which is within 
the Treasury Department. TTB plays a major role within the craft beer industry as it reviews and 
makes new regulations, determines how much tax can be put upon different kinds of beers, 
whether or not the beer can cross over state borders, and even online beer sales. Also, the labels 
that are placed on the beer bottles/cans are submitted and approved by the TTB and must have a 
few lengthy details that cannot be forgotten about. The label must contain government warnings 
about different health and safety risks that is related to consumption of alcohol, namd and 
location of importer, alcoholic content in percentage by volume, equivalent standard drink 
information, and any added preservatives ( Petrillo, 2016 ). The TTB also controls the volume size 
of packaged beer that gets distributed to wholesalers and consumers.  

Socio-cultural 

When evaluating the socio-cultural dimension and analyzing the demographic of consumers, it 
helps to determine how the craft beer industry gets its culture. Using our SBA tree, we narrowed 
our focus on the San Diego County beer industry. San Diego is known for the variety of different 
breweries, among other things, and continues to strive being able to produce successful 
breweries. There are 131 local licensed breweries operating and another 24 still within the 
startup phase (Hirsh, 2017).  
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With these local breweries still having room to grow, consumers keep coming back for good beer 
and fun times. Popular beer tours featuring different breweries, and the consumers wanting to try 
a variety of new brews, is helping the San Diego County craft beer industry remain as successful 
as it is. Jill Davidson, the president of San Diego Brewers Guild, says “ there are enough brewers 
here, and a culture of demand for the craft beer here, which should carry forward long-term ,” 
(Hirsh, 2017). San Diego, the capital of craft beer, stays in the trend that the consumers want and 
keep demanding. The craft beer industry within this region has successfully captured their 
consumers attention and keeps providing what their consumers want.  

Technological Dimension 

 
Technology is integrated throughout the whole brewing process, but there has been a “low level 
of technological change over the past five years” (Stivaros, 2017). This is most likely do to the 
high prices of technology and being that local breweries don’t have the same funds as the 
companies that sell nationally, it is harder for local breweries to be technologically advanced. 
Though there hasn’t been any revolutionary advancements recently, there have still been smaller 
advancements in a quality assurance and efficiency that have made the brewing process more 
consistent and precise. Technology has also “[given] an indirect boost to the industry by 
lowering final prices through decreasing middleman costs” (Stivaros, 2017). This allows 
breweries to compete with the lower price of mass-produced beers and get more of their product 
on bar taps. 
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