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Abstract:
J. Walter Thompson's debut campaign for Foster's Lager, initially expected to break this month, will not air until March, brewery and agency officials said. The delay is blamed on preholiday production hangups in Sydney, Australia, as well as the extra time it is taking to carry out a new marketing strategy and subtle repositioning of the brand, said Marilyn Herkowski, a representative for Miller Brewing, the distributor of Foster's in the US.
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[Headnote]
Work Continues on Subtle Repositioning 
CHICAGO-J. Walter Thompson's debut campaign for Foster's Lager, initially expected to break this month, won't air until March, brewery and agency officials said. 

The delay is blamed on preholiday production hangups in Sydney, Australia, as well as the extra time it is taking to carry out a new marketing strategy and subtle repositioning of the brand, said Marilyn Herkowski, a representative for Miller Brewing, the Milwaukee-based distributor of Foster's in the United States. 

JWT's spots for the brand, previously handled by Angotti Thomas Hedge in New York, will employ the "Australian for beer" tag. While the new campaign will keep Foster's distinctive, it will have more contemporary, cosmopolitan imagery, said den- nis Ryan, JWT's executive creative director. 

"The old campaign is very well- liked and we want to keep the feel that Foster's is a fun beer to drink," he said. 

In October, Foster's restructured its North American beer business, signed new agreements with Miller Brewing and increased its media budget to about $25 million. The brand was subsequently assigned to Miller roster shop JWT, which handles Miller Genuine Draft. 
Foster's beer is putting a new twist on its longtime 'How to speak Australian' campaign. 
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Abstract:
TO broaden its image and market, Foster's, the Australian beer, is adding some twists to its high-profile ''How to speak Australian'' advertising campaign.

Foster's new advertising was created by the Chicago office of J. Walter Thompson, a unit of the WPP Group that is also the agency for Miller Genuine Draft. Thompson won the Foster's account last year when Angotti, Thomas, Hedge, the agency that had handled Foster's in the United States since the mid-1980's, merged with Gotham Inc.

Although the new TV spots maintain the ''How to speak Australian'' theme introduced 10 years ago, they were photographed in Sydney, unlike Foster's most recent spots, which are set in the Australian outback.
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TO broaden its image and market, Foster's, the Australian beer, is adding some twists to its high-profile ''How to speak Australian'' advertising campaign.

Starting this week, Foster's is doubling the length of its TV commercials and introducing a national radio campaign, a first for the brand. It is also increasing its advertising budget this year by about 75 percent, to more than $15 million. According to Competitive Media Reporting, Foster's spent $8.8 million on advertising between January and November last year.

Foster's is brewed in Canada under license from the Foster's Brewing Group of Australia, and distributed in the United States by a joint venture of Foster's and Miller Brewing in Milwaukee, a unit of Philip Morris. Previously, Foster's was distributed in the United States by a joint venture of Foster's, Miller and Molson, based in Montreal.

Announcing the latest joint venture last October, Foster's said that spending to market its brand in the United States would more than double, giving it ''the support and drive it needs to continue its climb toward becoming the leading premium import brand.''

According to the Beverage Marketing Corporation, a research and consulting firm in New York, Foster's was the seventh-best selling imported beer in the United States last year, with sales growth of 6.3 percent. In 1999 and 1998, it was the sixth-best selling import and had sales growth of 9.2 percent and 20.6 percent, respectively.

Foster's rate of sales growth last year was outpaced by 6 of the 11 top import brands, while sales of all imported beers in the United States climbed 12.3 percent, compared with an increase of only 1.1 percent in total beer sales, Beverage Marketing said.

Foster's new advertising was created by the Chicago office of J. Walter Thompson, a unit of the WPP Group that is also the agency for Miller Genuine Draft. Thompson won the Foster's account last year when Angotti, Thomas, Hedge, the agency that had handled Foster's in the United States since the mid-1980's, merged with Gotham Inc.

Although the new TV spots maintain the ''How to speak Australian'' theme introduced 10 years ago, they were photographed in Sydney, unlike Foster's most recent spots, which are set in the Australian outback.

One ad, ''Keeper,'' depicts a couple at a bar on their first date; the man is somewhat awkward until his date tops off his glass of Foster's and crushes the empty can against her forehead. A second commercial, ''Calamari,'' shows two couples drinking Foster's on a yacht in Sydney Harbor; one of the men is sucked overboard by a giant squid.

Radio advertising consists of language lessons that humorously translate words from American English into Australian English, while the print ad recounts a tongue-in-cheek history of the brand.

The new TV spots run for 30 seconds -- twice the length of previous commercials -- and are being shown on cable channels like ESPN, Comedy Central and VH1.

Radio advertising is running in 14 major metropolitan markets, mostly on the East and West coasts, while print advertising is appearing in magazines like Playboy and Maxim. Officials said the entire campaign was focused on men 24 to 30.

Erv Frederick, Miller's vice president of brand management, said the advertising was designed to ''do a better job reaching the core target audience for imported beer.''

''The previous campaign didn't resonate with that target,'' he added. ''The outback wasn't relevant to that group. We've also seen in research since the Sydney Olympics that consumers have a much broader view of Australia. We want to tap into that.''

Dennis Ryan, executive creative director of J. Walter Thompson in Chicago, said the 30-second commercials would allow Foster's to clear up ''misperceptions'' drinkers might have of the brand, while the new radio ads would ''amplify'' the TV campaign.

The new advertising was generally applauded by beer industry experts, who predicted it could benefit both Foster's and Miller.

According to Manny Goldman, a consumer products consultant in San Francisco, ''consumer advertising should be solid and consistent. Foster's has had a very solid image based on Australian-based humor, and that's what they're capitalizing on.''

Michael C. Bellas, chairman of Beverage Marketing, suggested the new ads hit ''the sweet spot for imports, co-ed social occasions.''

''Beer has become very much a badge item,'' he added, ''it makes a statement about the beer drinker.''

Mr. Bellas also said ''the ante has gone up'' among advertisers of imported beers. ''The competition is doing a lot more TV,'' he said. ''Although you've got to have your share of the consumer's mind, it's getting tougher to reach them.''

William Pecoriello, an analyst for Sanford C. Bernstein & Company, called the new Foster's campaign part of a broader strategy by Miller to strengthen its overall portfolio of brands, which he said was declining. ''Miller is trying to strengthen Foster's because high-end imports are the fastest-growing piece of the whole industry,'' he said.
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Abstract:
Foster's Brewing International (FBI) was formed this year following the significant development of the group's non-Australian beer businesses. The global brand management and equity business has converged with the operational businesses in Asia, New Zealand and the Pacific to form a truly global business, united by a common aim of continuing worldwide growth of the Foster's brand. Having been promoted within this division to vice-president commercial planning, strategy and development in August, Adele Littame is the key operative on the co-ordination, development and production of the international beer division's plans both operational and strategic. This involves co-ordinating all commercial projects, including identifying opportunities to build the Foster's brand's global penetration through joint ventures, licensing arrangements and partnerships. She describes FBI's management philosophy as one built upon a culture that is "high on performance" and one where senior management shares an understanding of each of the businesses. 
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[Headnote]
Fostering better brews has the beer business on the hop as ROWENA STRETTON discovers 
Being part of the global brewing industry means the place is lively all year round, says Adele Littame, from Foster's Brewing International senior management team. 

"Dealing with a number of countries and companies, every part of the year is subjected to what many countries refer to as the 'holiday rush'," Littame says. 

"The build up to the summer is historically a busy time in the beer business, but, as an example, dealing with the northern hemisphere, we see a rush in April/May." 

Foster's Brewing International (FBI) was formed this year following the significant development of the group's non-Australian beer businesses. 

"The global brand management and equity business has converged with the operational businesses in Asia, New Zealand and the Pacific to form a truly global business, united by a common aim of continuing worldwide growth of the Foster's brand," Littame says. 

Having been promoted within this division to vice-president commercial planning, strategy and development in August, Littame is the key operative on the co-ordination, development and production of the international beer division's plans both operational and strategic. This involves co-ordinating all commercial projects, including identifying opportunities to build the Foster's brand's global penetration through joint ventures, licensing arrangements and partnerships. 

Littame says her already very competitive industry is heading for even fiercer competition. 

"More and more companies are looking outside of their domestic market and reviewing growth opportunities in other countries. Partnerships and strategic alliances assist in development of international businesses," she says. 

"Over the past few years we have started to see the consolidation of companies in a global arena. This is not only true for the beer or beverage business. 

"Telecommunications and the media are a prime example. As such, it is important to secure a position within the top five global beer brands, in a highly competitive, consumer driven global marketplace." 

The management team of which she is a part has extensive geographic responsibility. The division is divided into six key operational business units; each headed by a vice-president - the Americas; Africa, Europe and Middle East; Asian Operations; Asian Export Markets; New Zealand and Greater Pacific. 

"My role - together with key personnel heading up international marketing; finance and administration; and production - is to provide staff support to the operational business units," Littame says. 

"Each of us work to create a working environment where all senior management understand each of the businesses. We all share the responsibility and accountability for maximising profits and returns on capital by maximising synergies across a business and team that are diverse in terms of working environments and people located in various countries. 

"Being part of a well resourced company is advantageous when working within the international businesses. In times of external change, for example, implementation of GST, there is an invaluable support provided by various groups within the organisation which can be shared by all Foster's Brewing Group divisions. The knowledge base helps not only in current issues but assists the future growth." 

As a brand, Foster's continues to deliver strong performance in the global marketplace, with international growth of more than 60 per cent since 1994. The fastest growing international premium beer brand in the world, it is the third most widely distributed beer brand, available in more than 150 countries, with total annual sales worldwide in fiscal 2000 of more than 100 million cases. 

"Foster's is the number two beer in the UK and number one in London," Littame says. "Our association with Formula One Grand Prix racing on a worldwide basis continues to provide exposure to a growing international audience with sponsorships an integral part of our global brand development." 

She says key elements when dealing in the international marketplace are the reputation of the company and the need for defined corporate strategies. 

"I believe that we have both of these attributes and these are clearly communicated both internally and externally. As companies begin to compete in the global arena, focus will be on brand marketing in the development of a global business." 

She describes FBI's management philosophy as one built upon a culture that is "high on performance" and one where senior management shares an understanding of each of the businesses. 

"The philosophy is about the team and the individual roles within the team. The key principles are; teamwork, being individually accountable and responsible, practising good business disciplines, stretching our performance objectives and our minds, being passionate about what we do, and last but not least, having fun in what we do." 

Asked to identify FBI's biggest opportunity, Littame says it is to continue the development of the Foster's brand worldwide to become truly global. 

"As part of the team involved in the non-Australian beer businesses of Foster's Brewing Group, we must not lose sight that Foster's the brand is intrinsically linked with Foster's the company - and it is about delivering superior returns to our shareholders." 

She says the keys to success are identification of a clear strategy, a focus on the strategy's implementation, flexibility to meet the challenges of an ever-changing global environment and use of new technology - particularly with an e-business approach to assist in strategic execution. "Being part of the international business is exciting and working for a company involved with the hospitality industry is an added bonus," she says. "Once you enter the international business arena, it is difficult to leave." 

Her role does not require her to be on deck these Christmas holidays but she generally stays close to home at this time. Littame and her husband prefer to take holidays during the European summer. 

"It allows you to shorten the long Melbourne winter and offers a chance to see family and friends overseas," she says, with her favourite destination being Italy. 

Why? "Italians have a wonderful quality of enjoying and sharing great food and wine, qualities we enjoy ... plus, we got married in Italy which holds wonderful memories for us." 
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Abstract:
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When Canadians, Australians and Americans get together over beer, it can be fun and profitable. When one group decides to leave the table, you might want to ask for separate checks. 

In the wake of Molson's departure from a Miller-run US distribution company, Foster's Brewing Group has announced the restructuring of its partnership with the Miller Brewing Company. What used to be Molson USA is now Foster's USA LLC, with Foster's gaining an increased stake in US marketing, sales and distribution. 

"Miller is firmly committed to growing Foster's market share," according to Marilyn Herkowski of the Foster's brand team. Future plans for the Aussie brew include its "positioning as a core brand" and an "enhanced advertising campaign beginning in January." Foster's, which currently ranks seventh among imports to the US, has experienced growth of over 76 percent in the last five years, according to Beverage Marketing Corporation. 

Meanwhile, Molson has signed a new US partnership deal with the Coors Brewing Company. This move was preceded by a steady decline in Molson's US market share, particularly its Molson Ice brand, which saw a 25.3-percent drop in 1999 alone. 

Nevertheless, the Canadians and their new American drinking buddies professed happiness to be bellying up to (or from) the same bar. 

"Coors was the best choice to optimize the value of this transaction through our existing relationship and synergies," said Daniel O'Neill, president and CEO of Molson. Molson currently distributes Coors throughout most of Canada. 
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Abstract:
Miller Brewing Co., Milwaukee, and Foster's Brewing Co., Australia's largest brewer, negotiated a new partnership known as Foster's USA LLC, in which Miller will assume a 50.1% ownership and Foster's 49.9%, a stake increased by 24.95%. The new partnership came as Molson Inc. had reached an agreement with Miller and Foster's to repurchase 100% of the Molson brands in the US. Following the repurchase of its brands in the US, Molson announced a new partnership with Golden, Colo.-based Coors Brewing Co.
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Miller Brewing Co., Milwaukee, and Foster's Brewing Co., Australia's largest brewer, negotiated a new partnership known as Foster's USA LLC, in which Miller will assume a 50.1 percent ownership and Foster's 49.9 percent, a stake increased by 24.95 percent. 

The joint venture, responsible for managing the marketing and sales of Foster's in the United States, replaces one between Miller, Molson and Foster's, and is expected to close mid-December. 

The deal spurs Miller to strengthen its commitment to Foster's brands in the United States and continue to manage the marketing and distribution of them, according to the company. 

"The restructuring is a real win for all parties," said Miller's Richard Strup, senior vice president, corporate strategy and Miller International, in a statement. "This enables us to focus more directly on Foster's and the rest of our core brands, which is a key business strategy for Miller. In addition, we benefit from a stepped up commitment from Molson to Miller brands in Canada." 

The new partnership came as Molson Inc. had reached an agreement with Miller and Foster's to repurchase 100 percent of the Molson brands in the United States. And, as part of the restructuring, Molson has agreed to strengthen its commitment to marketing and distributing Miller brands in Canada. 

Following the repurchase of its brands in the United States, Molson announced a new partnership with Golden, Colo.-based Coors Brewing Co. The two companies plan to form a joint venture to import, market and distribute Molson's beer brands in the United States, and allow Molson to use the strength of the Coors domestic sales force to build the brand, increase profits and, ultimately, market share. 

The two breweries have also agreed to a brewing and packaging arrangement that gives Coors access to some of Molson's available production capacity in Canada. 

With total payment of $65 million, Coors attains 49.9 percent stake in the partnership, while Molson retains 50.1 percent as well as full ownership of the Molson brands in the United States. 

North of the border, the new partnership indefinitely extends the existing licensing agreement in Canada and creates new contract brewing for Molson production of Coors products in Canada for U.S. distribution, resulting in nearly an 8 percent increase in Molson's overall production volume, according to Molson. 
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Abstract:
A common model is emerging where centralized global treasuries provide funding services to international corporations. The currency and cash management functions are moving to regional treasury centers that in turn focus on servicing local business units' cash requirements. A number of the local banks have recently entered into an alliance, along with Sungard, that will better facilitate the delivery of straight-through-processing services in line with the emerging technology. Foster's Brewing Group, with treasury operations in Melbourne, London, Amsterdam, New York and Auckland, is presented as an example. The internal processing aside, Internet-based technology is also facilitating improved links between local banks and their corporate customers. 
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[Headnote]
The Asian scene is hallmarked by many countries with many currencies of varying strengths and liquidity. Geoff Faulder of Sungard Treasury Systems looks at the region and how one corporate - Foster's - is updating its treasury to handle the vagaries of managing its cash. 
Whether you are exporting coal from Australia, cars from Japan, or electronics from Taiwan, the currency of your receipts will often not match the currency of your payments. Along with timing and cash flow mismatches there are exchange and interest differential risks that require close attention. And adding to the complexity is the current move to centralized or regional treasury functions as opposed to a country-based approach. 

Opportunity knocks 

However, the situation is not without hope. A common model is emerging where centralized global treasuries provide funding services to international corporations. The currency and cash management functions are moving to regional treasury centres that in turn focus on servicing local business units' cash requirements. 

From a technical viewpoint, it is becoming more imperative that the treasury system not only supports the activities of the global treasury, but also disseminates information quickly and easily to the regional treasuries and even to the business units they service. 

Business units are no longer satisfied with monthly reports coming from a remote treasury office. The technology is already in existence to provide instant online access with the appropriate security measures. With the distributed functions of the 21st century treasury, it is an opportune time to make use of this technology. 

At the other end of the transaction is the communication with market makers. A competitive environment for local banks has led to more and more services being offered online. Internet sites giving access to real-time quotes, payment and settlement systems - all designed to provide the corporate customer a straight-through-processing (STP) capability that until recently was only available to the larger banks. 

A number of the local banks have recently entered into an alliance, along with Sungard, that will better facilitate the delivery of STP services in line with the emerging technology. This is a prime example of one of the latest buzzwords - the Collaborative Commerce (C-Commerce) approach that the internet facilitates. 

A case in point: Foster's new treasury system 

Foster's Brewing Group (FBG) is the parent company for a group of businesses that includes Carlton & United Breweries (CUB), Mildara Blass, Foster's Asia, Foster's International and Lensworth Group. Principal activities of the group are the global production and marketing of alcoholic and non-alcoholic beverages and large investment in licensed properties. 

CUB is the leading brewer in a highly competitive market, Australia, where they account for over half the total national beer sales. It is also the provider of financial and information technology services support to the entire group. Over the past five years, CUB has been redesigning its business processes and planned new technology and services to better support the group. As part of this, CUB recently implemented a treasury management system for the Foster's Brewing Group - Quantum Treasury. 

The central accounting and administration point for the group's treasury function is located in Melbourne. And treasury operations are also located in London, Amsterdam, New York and Auckland. The group's cash management approach is reliant upon accurate and timely data exchanges with several relationship bankers. Account information for reconciliation, and electronic payments processing for cash flow transfers, require interfaces to and from Westpac, Bank of America and other banking systems. 

Business units within the group utilize treasury as a central bank to hedge their trade-related foreign currency exposures. So, the solution to be implemented had to include the ability for transactions from business units and offshore treasuries at remote sites to be processed to the treasury management system located in Melbourne. 

Quantum leaps 

The group began its Quantum implementation in May this year as a two-phase project. With the initial focus being on getting core Quantum operational, the second phase will see the roll out of its FX cover capture function to the geographically dispersed business units. This, using Sungard's eTreasury, will allow remote users to apply for foreign exchange cover over the internet. 

Cover requests, once submitted to treasury, will have a rate applied locking in the business unit's exposure and removing any risk to the business unit of foreign exchange rate movements. Business units can utilize the reporting access features of eTreasury to view real-time reports on existing cover and applicable rates, although treasury still retains the ability to pick the timing and placement of the cover with the external market. 

FBG wish to smooth the currency covering process and reduce the time between requiring and gaining cover. Most organizations now work around a process requiring telephone or email communication to a central treasury that batches these requests before placing cover with the external market. This can give delays of up to 24 hours between the business unit generating an exposure and the central treasury covering that exposure, and units located in different time zones to the central treasury can extend the delay even further. The new process at FBG will reduce this delay by informing treasury of uncovered exposures as soon as the business unit enters the details. 

Once the central treasury has all of the information from the business units, the next and perhaps more important problem is encountered. How to disseminate this back to the business unit in a timely and accurate manner? This has normally been in the form of batch reports delivered daily or weekly, at best via email but more likely by fax. eTreasury will allow business units to request reports directly from the Quantum database and provide information in real-time. 

eTreasury will allow FBG, with a centralized treasury, to more efficiently stay informed and monitor exposures within the wider group, and allow treasury to effectively hedge exposures, reducing the time risk effect of the uncovered positions. Business units will have better access to information on their exposures and cash flows provided by the central treasury system. 

Additional developments due in the last quarter of 2000 will further expand this capability to allow for easier access to the core Quantum function by a geographically dispersed treasury operation. Therefore the need for centralized treasury operations, at least the technical drivers for such centralization, will be removed allowing placement of an organization's treasury operations in the time zones and markets most needed by a global corporation. 

The market edge 

The internal processing aside, internetbased technology is also facilitating improved links between local banks and their corporate customers. Recent developments in both treasury technology and bank service delivery have seen the emergence of true single entry systems. With services such as ANZ FX Online, corporate customers can request and accept or reject exchange quotes over a secure internet connection. The accepted deals can then be automatically communicated to the corporate's own internal treasury system. 

Settlements processing having been completed and the necessary authorizations granted, payments may be transmitted back to the bank EFT system in order to allow payments to be made. This can happen as many times during a day as is necessary. 

The final link is further account transaction and balance information, coming back to the treasury system for account reconciliation activity. This process has been available for some time, however only recent technology developments have allowed corporate access and have facilitated the linking of all the disparate components into one straight-through process. 

Internet-based technology is helping local corporate treasuries not only with their internal processes but also with their communications with external parties. While the external improvements are assisting with information flow and therefore reduced processing costs, the internal aspects of this endeavour deliver not only cost savings, but also a transparency in treasury that has never been achievable before. Whether your are interested in reducing costs, improving efficiency, reducing barriers between treasury and business or a combination of all three, the technology exists today. And corporates, such as Foster's, are using it. 
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[Headnote]
Foster's A$2.5 billion acquisition of Beringer Wine Estate Holdings was no mean feat, but the equity and equity-linked package that financed it was even more remarkable. 
Sydney's Olympic games caused something of a dilemma for Australia's biggest brewer. On one hand, Foster's is one of the official sponsors of the Games and predicted it would sell the equivalent of five family-sized swimming pools of beer there every day for 14 days. 

On the other hand, the company was on the cusp of a A$2.5 billion acquisition, that of US, Napa Valley-based Beringer Wine Estate Holdings and was slightly worried that the diversion caused while Australia was playing hostess with the most-ess would be stop the company securing immediate funding at home. 

"The Olympics was a huge issue," says Trevor O'Hoy, Foster's senior vice-president and chief financial officer. "We thought the capital markets might have shut down. We could have waited and leveraged off the Olympics and done even better on the deal as we are a key sponsor, but we decided we would all sleep at night with the certainty that we had got the deal done." 

That deal proved to be one of the biggest acquisition finance packages in corporate Australia's history. The company issued A$700 million of new equity and at the same time, sold $400 million of four-year exchangeable bonds into the European market. The bonds are exchangeable into Foster's Brewing Group shares at a 25% premium and were sold with a coupon of 4.75%. However, Foster's has a cancellation right on or before October 3 2000 if the acquisition does not go ahead. 

The share issue, priced at A$4 each, increases Foster's share capital by approximately 10%. 

O'Hoy explains the rationale behind the equity and equity-linked strategy: "We wanted to make the deal cash-positive on day one and have a low coupon from the beginning with no dilution, as with a major acquisition there are always lots of other upfront costs." 

On top of that, the company needed to borrow in US dollars to fund a US acquisition, but wanted to tap the European market. At the same time, the convertible will allow the company to get its gearing back down to 70% when the bonds convert in October 2002. 

The company was also anxious not to loose its Baa2/BBB rating. "We would have to pay another A$20 to A$40 million dollars more interest if we lost a notch in our credit rating, precluding us from many debt capital markets around the world and stopping us from borrowing where we invest," says O'Hoy. "We think the rating agencies will treat us kindly because of the three year conversion, so we can be back on the acquisition trail in 18 months." 

As such, the company was very pleased with the efforts of UBS Warburg, which was chosen for its European network for the exchangeable and acted as sole advisor to the company on the whole acquisition and funding package. "UBS didn't have this package on the shelf," he says. "And maintaining our credit rating and having no dilution for such a big deal was a big ask." 

The European issue was particularly innovative, as Australian companies have usually issued straight or convertible debt into the US. But Foster's was one step ahead of most Australian corporates. It had already launched its inaugural Eu300 million bond in March and been staggered by the response. At the time, Foster's was only the second Australian industrial credit to have issued below AA. O'Hoy told Corporate Finance just after the deal that the company would look to go back there to fund its acquisition drive, as well as considering new equity issues and that is exactly what it did. But the market surpassed itself a second time round. "I must admit I was pleasantly surprised how welcome we were," he says. 

The timing also had to be good for such a significant share offer. When Corporate Finance last spoke to Foster's the Australian stock market was looking decidedly iffy, with Vodafone Pacific's IPO being postponed at the last minute. The placement of 175 million of Foster's shares by UBS Warburg was also the biggest in Australia's history. 

But the real credit should lie with Foster's. Its senior executives could have put their feet up in a corporate hospitality box at The Olympics. Instead, they took on a roadshow of seven countries from the UK to Singapore, visiting 11 cities and going through a total of 60 meetings. "Having worked 16-hour days on Beringer, it was pretty hard,' says O'Hoy. 

Nevertheless, the company is ready to hit the acquisition trail again as soon as it can, adding some European wine clubs to its portfolio. And for that, Foster's will be looking at some European funding once again. 
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FOSTER'S BREWING Group this week completed one of Australia's largest acquisition financing packages by raising A$l.4bn through equity and exchangeable bond issues. 

The country's biggest brewer sold A$700m of new shares. At the same time, Foster's Securities sold $400m of exchangeable bonds into the Euromarket, raising another A$700m to partly fund the A$2.Sbn acquisition of Napa Valley based Beringer Wine Estate Holdings. 

The acquisition and financing package follows a pattern established this year of Australian companies placing equity and equity linked paper related to overseas acquisitions. Companies such as QBE Insurance and CSL Holdings have made successful placements linked to acquisitions in the UK and Switzerland respectively. 

UBS Warburg advised Foster's on the Beringer acquisition and on the funding package. The bank was sole underwriter and bookrunner for the placement of 175m shares between Tuesday afternoon and Wednesday morning. 

The issue was priced at A$4 per share, a 9% discount to the Monday closing price of A$4.4. The shares began trading again on Wednesday morning and were yesterday (Thursday) quoted at A$4.12. 

A UBS Warburg official said that Australian institutions took 38% of the stock, continental European buyers 31%, UK investors 12%, Asian buyers 10% and US funds 9%. The issue increases Foster's issued share capital by approximately 10%. 

Foster's is offering $55.75 a share for Beringer, a 46% premium to its $38.28 average trading price over the past year. 

The brewing company will also assume A$560m of the California wine maker's debt. 

The Australian stockmarket has been a strong performer in recent months, following the May sell-off that caused the postponement of the Vodafone Pacific IPO. Since then, the market has risen by about 15% and several large IPOs and placements have been completed. 

These included the NRMA demutualisation and listing, and block placements for acquisitive groups such as CSL Holdings and QBE Insurance. 

International fund managers have been enthusiastic buyers of most of these deals. 

Foster's Securities also sold $400m of four year bonds that are exchangeable into Foster's Brewing Group shares at a 25% premium, equivalent to A$5 per share. The bonds carry a coupon of 4.75% and were sold at par. 

The bonds are non-callable until October 2002 and thereafter are subject to a 130% hurdle. The bonds also give Foster's a cancellation right to call at 103.00 on or before October 3, 2000 if the Beringer transaction does not go ahead. 

UBS Warburg arranged the sale and Foster's Brewing, rated Baa2/BBB, provides a guarantee for Foster's Securities. 

The deal is noteworthy because Australian companies have traditionally issued straight or convertible debt into the US, rather than the Euromarket. 

The Yankee market has, in the past, proven more receptive than the Euromarket to the lower rated investment grade credits that characterise Australian corporate names. 

Leading US houses such as JP Morgan and Merrill Lynch have therefore enjoyed a distinct advantage over those whose strengths lie in the Euromarket. 

Nevertheless, leading European houses have been working hard to convert Australian credits to the merits of the Euromarket, where appetite for issues further down the credit spectrum has been increasing. 

The arrival of the Foster's exchangeable is a vote of confidence in the vigour and depth of the Euromarket. 

The advent of the single currency has done what many bankers had expected, namely encourage European investors to search for credit diversification in a world with far fewer currencies available. 

As a household name familiar to European investors, Foster's has been a direct beneficiary of this change in strategy. 

QBE Insurance recently sold a $150m mandatory preference share convertible issue into the US 144A market through sole manager Merrill Lynch. 

The three year bonds were priced at 7.75%, with a 0% conversion premium. 

Bankers point out that although QBE is a good quality company, it is far from a household name, and therefore would not be able to attract the interest and enticing pricing available to Foster's in the Euromarket. 
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Foster's, with sales revenue over A$2,795 million worldwide, is looking forward to a healthy market share in India in the years to come. Foster's entered the country on July 7, 1998, and first hit the Mumbai and Pune markets. The brand, from its greenfield brewery at Aurangabad, reportedly sold 3.5 crore bottles in the first 22 months across the markets of Maharashtra, Goa, Daman and Diu. The company claims that it currently services the Maharashtra market alone with 1,50,000 cases every month and has garnered a third of the State's lager beer segment.

The road for Foster's in this country would have been easier but for the UB group's inimical stance. UB is the market leader with roughly 40 per cent share of the domestic beer business and its flagship beer brand, Kingfisher, controls 25 per cent of the market. The company, through its Kingfisher range, holds a virtual sway over the country's lager beer segment.

Industry sources expect that the success of Foster's will send positive signals to other global beer brands which are waiting to hit India soon. The European Union (EU) is said to have impressed upon the Indian government the need to have faster FIPB clearance for beer companies, when the Prime Minister met the commission's leaders at Lisbon a few weeks ago. The domestic beer market has also been rife with rumours suggesting that European companies such as Heineken and Inter Brew are keen on an Indian entry.
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MONSOON and beer apparently don't mix. Yet, Foster's India, subsidiary of the Australia-based Foster's Brewing group, clearly overlooked the lashing Mumbai rains to uncork its new business plan, in early July. The strategy centered around charting ways to help Foster's beer gain entry into more states in the domestic market. It also envisaged the expansion of the company's product line and delivery system over the next few years.

Foster's, with sales revenue over A$2,795 million worldwide, is looking forward to a healthy market share in India in the years to come. Foster's entered the country on July 7, 1998, and first hit the Mumbai and Pune markets. The brand, from its greenfield brewery at Aurangabad, reportedly sold 3.5 crore bottles in the first 22 months across the markets of Maharashtra, Goa, Daman and Diu. The company claims that it currently services the Maharashtra market alone with 1,50,000 cases every month and has garnered a third of the State's lager beer segment.

"We have made an impact in Maharashtra and the connected markets in the West. We believe there is a certain comfort level now for us to think about fresh markets and bigger opportunities that exist in the country," says Pradeep Gidwani, Managing Director, Foster's India Ltd.

The company is in the midst of firming up a road map for its growth strategy in the immediate and not-so-distant future. The global beer major expects its Indian operations to break even and post moderate profits in the next 12 months. With this objective in mind, it plans to create sizeable markets outside Maharashtra.

Foster's will move into the South within six to eight months. The beer will enter Andhra Pradesh and Karnataka, the two largest markets after Maharashtra. The combined sales of these three states account for nearly 300 million cases of beer. This translates to a 45 per cent of the total Indian market, pegged at around 650 lakh cases annually.

"Our immediate task is to make a dent in the influential markets and this is crucial for us in building the brand. Bangalore, like Mumbai, is an important market as the city influences the markets around it.

We will slowly spread out from these influential pockets to other parts of the country," says Gidwani.

The aggregate share of sales in the South and West is estimated at 75 per cent of the complete domestic beer market. A sustainable presence in these two regions, especially across Maharashtra, Andhra Pradesh and Karnataka, is significant for any beer brand, if it is eyeing a national presence.

The Deccan foray thus holds immense strategic importance for Foster's.

Its success in Karnataka and Andhra Pradesh, along with consolidation of the gains in Maharashtra, in the next 24 months is crucial to the brand's future role in the Indian market. It is exactly the reason why Foster's will face stiff resistance from Indian beer companies, mainly the UB group.

The road for Foster's in this country would have been easier but for the UB group's inimical stance. UB is the market leader with roughly 40 per cent share of the domestic beer business and its flagship beer brand, Kingfisher, controls 25 per cent of the market. The company, through its Kingfisher range, holds a virtual sway over the country's lager beer segment.

Reliable sources indicate that Foster's foray into the South has already been delayed by UB. The resistance is likely to continue as Foster's negotiates with local breweries in Karnataka and Andhra Pradesh for a brewing facility in the two states.

Industry sources expect that the success of Foster's will send positive signals to other global beer brands which are waiting to hit India soon. The European Union (EU) is said to have impressed upon the Indian government the need to have faster FIPB clearance for beer companies, when the Prime Minister met the commission's leaders at Lisbon a few weeks ago. The domestic beer market has also been rife with rumours suggesting that European companies such as Heineken and Inter Brew are keen on an Indian entry.

UB believes, however, that the domestic beer business is not big enough to accommodate foreign companies and their lager (mild) beer brands.

The Indian market is presently in a state of flux as a result of a widespread swing in consumer preferences towards strong beer (mild beer has alcohol content in region of five per cent, while strong beer contains nearly eight per cent alcohol).

In 1993-94, the mild, strong beer ratio was pegged at 65:35, and by 1999-2000, this ratio was turned on its head to 40:60. In fact, the new ratio finds reflection in all major beer markets, including Maharashtra, Andhra Pradesh and Karnataka.

The radical change in consumer preference is being attributed to the high Governmental taxation on beer, which has resulted in exorbitant prices. The consumer, in these conditions, looks for value and it translates into the 'Kick for Buck' phenomenon.

UB has reasons to argue that the arrival of foreign lager brands will lead to the heavy fragmentation of an already shrinking lager business.

"It will definitely have an adverse impact on the UB group's bottomline as a substantial part of its beer revenue is still locked in this segment," say industry sources.

Foster's, however, holds a different view and says the Indian beer market can do without the stereotyped confrontation between foreign and native brands. "What we should look at is how to develop the Indian beer business, which is only 65 million cases. The per capita consumption of beer here is only half a litre, while it is 20 litres in China and 156 litres in the Czech Republic," says Gidwani.

He foresees no reason why the domestic beer market should remain underdeveloped.

"There's a huge population, increasing Western influences and jumping income levels. These factors ideally must result in a boom for the beer business," says Gidwani. "There are enough causes for which the industry should take a united stance.

The unreasonable taxation and the market shift towards strong beer, an India-specific phenomenon which defeats the purpose of beer being a beverage, are common problems for the industry at large," he adds.

But, the chance of UB striking a common cause with Foster's appears remote. "We are comfortably placed and confident enough to take on any foreign brand. We have worked hard to fight our way back in Mumbai where we had yielded some space to Foster's," says a top UB official.

He claims that Kingfisher sells more than 1.20 lakh cases in Mumbai every month, which is more than "twice the size of Foster's".

Undeterred, Foster's India will move along the proposed road map.

"Our objective is to become the leading international premium beer brand in the country. We are not saying Foster's will do it in three months or three years, because we don't look at business that way.

The company will build the brand with focussed objectives over a period of time," says Gidwani.

The company, meanwhile, has definite plans to expand the product line and surprise the market with a strong beer (called Foster's Plus) within the next 12 to 24 months.

"We will look at all opportunities that exist in the market and may even extend our product to cans and other delivery systems," says Gidwani. "But the focus is now on increasing brewing facilities and helping the brand gain a foothold in key markets," he adds.

Even if the Indian liquor major dismisses the threat from the Australian beer, the Deccan plateau promises to be the venue for an intense beer rivalry next summer.

* * *

"We are no pushovers"

Kalyan Ganguly, President of UB group's brewery division, is a chronic optimist when it comes to any discussion on UB's leadership position in the domestic beer business. He was no different when Catalyst spoke to him on the reported moves by a few global beer brands to assess the viability of their foray into India. Excerpts:

IS UB geared up to take on global beer brands as they enter India? The industry, of late, has been abuzz with unconfirmed reports that a few international players are making moves to hit the domestic market.

We will definitely welcome competition and the arrival of more beer brands here. The efforts of these brands will help grow the stagnated beer market in this country.

But what we gather is that India is not a priority market for many of these global brands. The total market size is roughly 65 million cases and these companies will have to operate here in an environment which is not exactly hassle-free.

What's the fate of the UB-Carlsberg joint venture? Will it finally happen?

Yes. The joint venture is on. I agree it should have moved faster.

But there are frequent parleys between us and Carlsberg and we keep them abreast about the latest happenings whenever there is a policy announcement by the Government on the beer front.

There were reports that UB is also in talks with other global beer companies for a joint venture. Reports mentioned names of Heineken and Inter Brew. Is that true?

As the market leader in India we have been in talks with many international players, including Heineken. But these talks have yielded nothing concrete.

We are in talks with many international beer brands, but not necessarily with the intention to forge a joint venture. In the post- WTO period, we will go in for a licenced agreement with a few global beer businesses only to market their brands in India. It will be different from a joint venture.

Foster's recently announced its plans to expand its reach to Andhra Pradesh and Karnataka? What impact will it have on the market? I respect Foster's. They are an international brand. After being in Mumbai and Goa for sometime, their expansion in terms of geography was very much expected.

Entering any market in India is not tough if one has the resources to gain access to breweries (most of them are operating at less than 50 per cent of the installed capacity) and the drive to push business.

I guess Foster's has both. So it is going to be a fight.

But, we are no pushovers and they would have realised it by now. We have fought well to keep our market share intact in Mumbai and Goa.

BOBY KURIAN
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Mr Pradeep Gidwani, Managing Director, Foster's India Ltd, told Business Line that the company's entry into the other South Asian markets will happen after it develops a presence in the major beer guzzling States across India. "We are looking at the possibility of having a brewing presence in Sri Lanka and Nepal," Mr Gidwani said.

Foster's entered India in 1998 and set up a Rs 55- crore greenfield brewery at Aurangabad in Maharashtra. Foster's Brewing Group has recognised India as a strategic beer market and is bullish about plans here and in its immediate vicinity.

In the next six months, Foster's is expected to enter key States like Karnataka and Uttar Pradesh. Karnataka is the fourth largest beer market in the country, while Uttar Pradesh is the fastest growing, with nearly 35 per cent vault in this financial year. The brand is also eyeing entry into States like West Bengal and Rajasthan.
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BANGALORE, Feb. 21. FOSTER'S India Ltd, a division of Australia- based Foster's Brewing Group Ltd, plans foray into the neighbouring South Asian markets like Sri Lanka and Nepal in the near future.

Mr Pradeep Gidwani, Managing Director, Foster's India Ltd, told Business Line that the company's entry into the other South Asian markets will happen after it develops a presence in the major beer guzzling States across India. "We are looking at the possibility of having a brewing presence in Sri Lanka and Nepal," Mr Gidwani said.

The Indian beer majors like United Breweries Ltd (UBL) and Shaw Wallace have a presence in Nepal. They are currently charting their expansion into Sri Lanka.

Foster's entered India in 1998 and set up a Rs 55- crore greenfield brewery at Aurangabad in Maharashtra. Foster's Brewing Group has recognised India as a strategic beer market and is bullish about plans here and in its immediate vicinity.

The foreign beer brand, which initially rolled out into Mumbai and Pune, has expanded its presence across Maharashtra, Goa, Daman and Diu. In the last fortnight, it entered Pondicherry and Hyderabad, and is scheduled to hit Delhi on February 22.

In the next six months, Foster's is expected to enter key States like Karnataka and Uttar Pradesh. Karnataka is the fourth largest beer market in the country, while Uttar Pradesh is the fastest growing, with nearly 35 per cent vault in this financial year. The brand is also eyeing entry into States like West Bengal and Rajasthan.

The company at present services its markets from the Aurangabad brewery.

Foster's monthly sales in Maharashtra, which is its biggest market, is about 1.3 lakh cases. The company is in the midst of search for the presence of brewery in Andhra Pradesh, Karnataka and Uttar Pradesh.

This could happen through bottling arrangements, joint ventures or acquisitions.

Foster's has sought for a greenfield brewery licence in Andhra Pradesh, where there is not much of excess capacity.

Foster's Brewing Group is present in about 160 countries and is touted as the fastest growing international beer brand with 60 per cent annual growth in recent times. It services the global markets from 20 plants spread across the nine countries. The company's Melbourne brewery has 5.5 million hectolitre capacity and this is almost close to the size of the total Indian beer market.

* * *

Uncorking more strength

FOSTER'S India Ltd is likely to uncork its first ever strong beer brand - tentatively named Foster's Plus - in the domestic market during the next financial year.

The launch of the strong beer depend on the availability of brewing capacities. But the company indicated that its entry into the strong beer segment in the next 12 months was on cards.

The strong beer may not have a simultaneous national roll-out. Its introduction, depending on the brewing capacity, could initially be restricted. Foster's is expected to keep alcohol content in its strong beer below 7.5 per cent.

The consumer preference in India has shown a dramatic shift towards strong beer in the last few years. It is estimated that strong beer accounts for nearly 60 per cent of the domestic beer market.

Boby Kurian
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HYDERABAD, Feb. 19. FOSTER'S India Ltd, a subsidiary of the $2- billion Foster's Brewing Group of Australia, is exploring the possibility of either acquiring a brewery or entering into a tie-up with any of the existing breweries to brew and bottle its beer.

The company, which has launched its beer here, is also expanding the capacity of its Aurangabad brewery from two lakh cases to 2.5 lakh cases a month at a cost of Rs 2 crore. The Australian company had invested Rs 55 crore to establish the Aurangabad plant two-and-a- half years ago.

The Managing Director, Mr Pradeep Gidwani, told newspersons that over the past few years, Foster's had built a strong foundation in Maharashtra, Goa, Daman and Diu. The objective of the company was to become the most popular premium international beer brand in the country.

He said that Foster's, which had 33 per cent share in the Western India market, had sold 1.2 lakh hecta litres of beer last year. It also plans to enter the Bangalore market.

Our Bureau
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M2 PRESSWIRE-20 September 2000-Wine Planet: Wine Planet, the world's leading wine Internet site, goes live in the UK! (C)1994- 2000 M2 COMMUNICATIONS LTD Wine Planet, 25% owned by global giant Fosters Brewing Group, is set to revolutionise wine buying and wine media in the UK. Having taken the Australian wine market by storm, wineplanet.co.uk plans to replicate this success with a website tailored for the UK wine consumer, featuring: * Over 5,000 wines from around the world * An extensive fine and rare wine list including many rare Australian wines * A huge depth of content including contributions from some of the UK's leading wine writers. * Single bottle or mixed case orders * Ask Oz, 24 hour wine advice, featuring over 5,000 pages of wine content based on the Oz Clarke's Wine Guide CD-ROM * WineTV, the world's only streaming wine video program. * Extensive community features * Unbeatable delivery options - fast and reliable Now working in London, Wine Planet founder and Global Publisher Rob Walters added, "I'm extremely excited about us launching in the UK. We are launching a superior wine service in one of the worlds biggest markets and we have significant advantages over the existing players. For example, we've been developing the www.wineplanet.co.uk technology for over two years whereas most players here are only a few months old. As a result our sales conversion far exceeds UK industry standards and our customer loyalty speaks for itself." Wine Planet is the clear industry leader in Australia, a more competitive direct wine market than that found in the UK. www.wineplanet.com.au dominates traffic and sales in alcohol related sites and has won every major Australian e-commerce award in the last 12 months. A toll free phone ordering service is available to UK customers as an alternative to on-line ordering. Furthermore customers without Internet access can receive the wineplanet.co.uk wine buying guide by post, or a faxed list of wines tailored to their personal taste. Wineplanet.co.uk is offering Free Delivery to all mainland UK destinations for orders over GBP75 as a launch special. Shoppers can also win a wine lovers trip to Australia - see the wineplanet.co.uk home page for details. With world's-best technology, and unrivalled experience in wine e-commerce marketing, fulfillment and customer service wineplanet.co.uk is sure to have a significant impact on the UK wine scene. CONTACT: David Hodgson Tel: +44 (0)20 7692 5930 Fax: +44 (0)20 7692 5939 e-mail: marketing@wineplanet.co.uk WWW: http:// www.wineplanet.co.uk/ ((M2 Communications Ltd disclaims all liability for information provided within M2 PressWIRE. Data supplied by named party/parties. Further information on M2 PressWIRE can be obtained at http://www.presswire.net on the world wide web. Inquiries to info@m2.com)).
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"This is a defining event for Foster's," Foster's Chief Executive Ted Kunkel said, noting the combination of Beringer with the company's own wine division, Mildara Blass, will "create one of the world's largest and most profitable premium wine companies."

Following the merger, Beringer will be wholly owned by Foster's. The deal, which gives Foster's direct access to the lucrative US premium wine market, also involves Foster's assuming net debt of about A$560 million (US$319 million), it said.
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MELBOURNE: Australian beer and wine empire Foster's Brewing Group Ltd yesterday announced a A$2 billion (US$1.14 billion) take over of Beringer Wine Estates Holdings Inc of the United States.

Foster's said the acquisition will be launched via a tender offer for Beringer shares at US$55.75 cash per share, followed by a merger at the same price.

"This is a defining event for Foster's," Foster's Chief Executive Ted Kunkel said, noting the combination of Beringer with the company's own wine division, Mildara Blass, will "create one of the world's largest and most profitable premium wine companies."

Following the merger, Beringer will be wholly owned by Foster's. The deal, which gives Foster's direct access to the lucrative US premium wine market, also involves Foster's assuming net debt of about A$560 million (US$319 million), it said.

Beringer has "great Californian wineries and vineyards, strong brands, a history of commitment to quality, outstanding growth and a strong management," Mildara Blass managing director Terry Davis said.

Beringer controls more than 4,000 hectares of vineyards in California.

Napa-based Beringer sold its Napa Ridge brand and inventory in January to Bronco Wine Co of Ceres, California, for about US$40 million.

Beringer, which reported US$376 million of revenue in the fiscal year 1999, said then that the sale to Bronco would allow the company to focus resources on Beringer's two other brands, Meridian and Beringer Founder Estate.

Foster's has entered into a tender, voting and option agreement with Texas Pacific Group and Associates and a group of directors and managers.

Agencies via Xinhua
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The Australian beer and wine company Foster's Brewing Group has agreed to pay $1.14 billion for the Beringer Wine Estates of California.

The acquisition would give Australia's leading brewer an entry into the lucrative American premium wine market and would complement Foster's Mildara Blass wine division.

Foster's said early today that it would offer $55.75 in cash for each Beringer share. Foster's also said it would assume $319 million in Beringer debt.

Beringer controls more than 10,000 acres of vineyards in California, including more than 2,000 acres in the Napa Valley.

Beringer sold its Napa Ridge brand and inventory in January to Bronco Wine of Ceres, Calif., for about $40 million.

Foster's said it had reached an agreement with the Texas Pacific Group and a group of directors and managers who together own around 55 percent of Beringer and who have each accepted the Australian company's offer.

Beringer said the acquisition would have no effect on the company's operations or senior management.

Credit: AP
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Molson and Foster are discussing a restructuring of their import arrangement with Miller Brewing that might give them greater marketing control of their brands in the US, perhaps to the point of restoring an independent marketing arm, industry execs said. 
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Molson and Foster are discussing a restructuring of their import arrangement with Miller Brewing that might give them greater marketing control of their brands in the U.S., perhaps to the point of restoring an independent marketing arm, industry execs said. 

The Canadians have been known to be angry about Molson's steady erosion in the States in recent years, even as the brand in Canada has seen a pickup. And while Foster's has performed well thanks to its effective Australian for Beer" campaign, the Aussies are miffed that their brand,brewed by Molson for the U.S., cannot fully capitalize on that because the import agreement ties growth in Foster's budget to growth in Molson's.Thus,Foster's has been stuck at roughly $10 million in annual spending because Miller has been underspending on Molson until it comes up with an effective crealive strategy, sources said. Lately Foster's growth rate has slowed to single digits, at a time many imported lagers are booming. 

Word is the companies are trying to reach a resolution by September, perhaps by having Molson and Foster reestablish an autonomous U.S. marketing arm like they had in the early 1990s before Miller bought it. One parallel may have occurred in Canada,where Molson moved in June to take control of marketing in the Maritimes that had been handled by Moosehead. Wholesalers say that over the past year or so the Canadian brewer has set up a monitoring team to scrutinize Miller's handling of the brand in the U.S. A Miller rep said only that it is not uncommon for the partners to discuss ways to improve their performance. 

Although new ads from Square One have received a guardedly favorable response from wholesalers, Molson has other challenges. It must garner its share of attention at a time Miller is struggling to turn around its domestic brands, and its brand architecture is in disarray With once-core Molson Ice in steep decline, either Molson Golden or Molson Canadian can now be regarded as the growth engine in dif ferent markets, complicating the marketing job."They can't even put a [specific] flavor in the commercials" without undertaking the expensive process of shooting separate ads for each brand, a wholesaler said. Molson spending barely broke $2 million in '99, per Competitive Media Reporting
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Abstract:
In part 2 of Marketing's 10th annual Biggest Brands survey, covering the 52 weeks to April 17, 1999, the focus turns to how the leading brands are faring in their respective sectors. In a year that occasionally threatened recession, brands' growth rates suggest that the threat from own-label products was a threat with little substance. All but 3 of this year's sectors have grown, compared with the 9 which experienced diminishing market size last year. Each of these brand sectors is profiled in chart form. 
	Full Text:
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[Headnote]
In the second feature examining our tenth Biggest Brands survey, Jane Bainbridge takes exclusive data from ACNielsen to highlight which sectors are doing well, and which are performing below par
BEER 13.7% 

As with all the alcohol sectors, the brands are ranked and growth rates calculated on the basis of off-trade sales, although on-trade sales are also shown. Stella continues to be by far the best-selling lager, although Carling, Budweiser, Foster's and Carlsberg all sell better through the on-trade. 

All but two of the top ten brands are growing only Carlsberg Special Brew and Budweiser have seen sales dip. The taste for premium and bottled lager continues to grow at the expense of dark beers and real ale. Indeed Boddingtons, the only dark beer to make it into the top ten last year, has dropped out this year. Instead Carlsberg, one of the fastestgrowing brands, gains a place. 

In a sales year that included the World Cup it is hardly surprising that take-home sales fared so well, and many brands have ensured their football links have been promoted to the full. The next focus - especially for Carlsberg, which is a sponsor of the event- is Euro 2000. 

Kronenbourg 1664 has had a fabulous year, with its growth almost hitting 36%, partly thanks to extensive TV advertising through Young & Rubicam. However, it has some way to go before it catches Stella Artois. 

End of the hereditary beerage 
Management Today; London; Feb 1999; Matthew Gwyther; 
	Start Page: 
	40-46

	ISSN: 
	00251925

	Subject Terms: 
	Breweries
Family owned businesses
Industry profiles
Market shares
Manycompanies
Breweries
Family owned businesses
Industry profiles
Market shares
Manycompanies

	Classification Codes: 
	9175: Western Europe
8610: Food processing industry, includes beverages & liquors 
7000: Marketing

	Geographic Names: 
	UK

	Companies: 
	Shepherd Neame
Carling Black Label
Fosters Brewing Group Ltd
Guinness Peat Group
Shepherd Neame
Carling Black Label
Fosters Brewing Group Ltd


Abstract:
Britain's oldest brewer, Shepherd Neame of Faversham, recently celebrated its 300th anniversary. The 15th oldest registered company in the world was founded in 1698, and to this day, it nestles in the same spot in which it was founded. Bobby Neame is the company's chairman and is one of a handful of senior members of what is left of the "beerage" in the UK. Batemans, which was founded in 1874, is small by comparison with Shepherd Neame. Batemans is one of the brewers who brought in an outsider to become chief executive. Carling Black Label and Fosters are 2 mega-brand names that have risen to the top.
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[Headnote]
The last of the family-run brewers of real ale have to contend with high taxes, the rise of lager and shareholder pressure. Matthew Gwyther meets the traditionalists 
They have just finished celebrating the 300th anniversary of Britain's oldest brewer, Shepherd Neame of Faversham. And with such a ready supply of partying raw material, we can be sure that the hangover was of a particularly piercing variety. 

The 15th oldest registered company in the world was founded in 1698 by Captain Richard Marsh of the Cinque Ports Militia. To this day it nestles in the same spot, next to a muddy creek in this very quiet north Kent town, where little of a dramatic nature has occurred since local fishermen held the no-good King James II prisoner when he tried to flee to the Continent in 1688. 

The birthday celebrations of this family-owned and family-run business were overshadowed, however, by an unusual, guerrilla-style legal action that the Neame clan is taking against HM Treasury over levels of excise duty on beer. For better or worse, 'Sheps' has temporarily become better known for fomenting revolt against the chancellor than fermenting wort in its vessels. 

Britain's brewers felt they knew where they were with the former chancellor, Kenneth Clarke. The Hush Puppy-wearer, famed for his love of a pint and a slim panatella, had heeded their lobbying about high excise duties on beer - they are five times the level of those in France. Aware that the consumption of beer is in longterm decline in this country, he held its taxation steady. 

Gordon Brown has so far proved less sympathetic. He increased duty by a penny a pint in his first budget, and it is this decision that Sheps is challenging, on the grounds that it contravenes the spirit of the Treaty of Rome, which set up the Common Market. Next stop, later this month, is the Court of Appeal. In a classic publicity coup, they asked Cherie Booth, the prime minister's wife, to argue their case. And the Number 10 versus Number 11 ding-dong achieved hundreds of column inches. 

It's not just tax, though. In addition, the Government has been considering toughening drink-driving laws, introducing scored glasses to ensure drinkers get a full pint and insisting those glasses are made from toughened glass to prevent their easy use as weapons in pub brawls. All of these moves will adversely affect the bottom line of the brewers, and they are now convinced that Brown would be far more at home in Islington sipping Sancerre than supping pints with the working man. 

Bobby Neame, 64, is the company's chairman and one of the few brewery bosses these days who actually knows how to make a pint, having served his apprenticeship more than 40 years ago and passed his brewing exams. He is one of a handful of senior members of what is left of the 'beerage' in this country. 

Now that there are no longer any Watneys, Basses, Whitbreads or Courages left in the game, the flag is flown by the 36-strong group, the Independent Family Brewers of Britain. And a belligerent bunch they are, too. Chairman Neame has the looks and manner of a superannuated prop-forward and Brown would do well to avoid meeting him on a dark night walking home from Whitehall. 

`We may have made it to 300, but we're now the only brewer left in Kent,' he grunts. (There were 305 family brewing companies in Britain in 1954, but fewer than 60 remain.) `When I came into the business in the '50s, things were already pretty bloody awful. They relied on the "If the beer's good it will sell" approach. [It didn't.] If we hadn't done a variety of different things, we'd be in some difficulty ourselves.' 

Family feuding among the many Neames over the correct way forward has led to spats over the years, but Bobby's way has prevailed. He realised that pubs had to move away from the traditional, dreary, male drinking dens with stinking lavatories, and become more attractive places to families. They also had to offer better food than the odd stale-and-curling ham sandwich, packets of mildewed crisps or peanuts and ageing Cornish pasties. 

Bobby has been an unsentimental boss - 'I took a totally different line from my predecessors in that I was willing to sell and buy pubs and to invest money improving them.' His more mild-mannered cousin, Stuart Neame, came in from IBM and introduced computers to the business. Stuart is also masterminding the legal battle that they say they will take all the way to the European Court, if necessary. 

Although the overall size of the Shepherd Neame estate has grown in the past 10 years, the company has been forced to close or sell 45 pubs in Kent since European borders eased in 1993. They now have 361 tied houses in their estate. The Channel ports and badlands of Thanet in East Kent have been particularly hard hit. Shepherd Neame's current struggle is summed up neatly by looking at the price of a bottle of their celebrated Bishop's Finger ale. At Sainsbury's in Canterbury it will set you back 1.59; hop over the Channel to a Calais hypermarket and it will cost under 1. Duty is 31p per pint in the UK and 5p in France. 

Bootlegging booze has become a major industry in Kent where, it is estimated, one pint of beer in three is a French import. (Shepherd Neame itself sells more than half a million bottles of beer in Calais annually, a fraction of which is finding its way down French throats.) Meanwhile, in Dover, bootleg gang members have taken to shooting each other in turf wars. 

