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Introduction

Paul Chambers and Nithi Nuangjamnong
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Whoever drinks beer, he is quick to sleep; whoever sleeps long, does not sin; whoever does not sin, enters Heaven! Thus, let us drink beer!

—Attributed rightly or wrongly to Martin Luther



This volume did not have to be written. There was no requirement of employment, and the contributors did not receive any remuneration for it. Rather, the book resulted from a deep love for beer and a profound interest by the editors and authors in studying the political-economic evolution of beer, especially in various countries of Asia. Thus, this opus fundamentally centers around the question as to how and why beer developed in Asia until today. Though beer-like beverages have been brewed for thousands of years, beer per se has been a significant product in the global economy only over the last two hundred years. In the 21st century, beer is the most popular and profitable alcoholic drink in the world. There are beer companies which have become multinational corporations, beers that intend to cater to consumers in a single region or state and finally micro-breweries which are less interested in profits but rather aim to please the palates of the beer maker and a small group of consumers. Meanwhile, beer in Asia has come to matter as a favored alcoholic beverage of choice and also as an increasingly important product where supply is finding it difficult to keep up with demand. Clearly, the beer market in Asia is alive and well. Nevertheless, there has been a “vernacularization” of beer in Asian countries, with producers in each country specifically crafting beers in particular ways. Moreover, Asian countries have each experienced different sets of interactions between the state apparatus and the beer market, with different laws governing beer production and distribution. This book represents the first political-economic history of beer in countries of Asia. Chapter 1 offers a theoretical framework for examining beer. The remaining chapters examine specific countries in East (North and Southeast) Asia: Japan, China, Taiwan, Korea, the Philippines, Vietnam, Thailand, Lao PDR, Cambodia, Myanmar, and Singapore. All of the chapters are based upon extensive research and fieldwork.

We would like to acknowledge the assistance of a great many people who were crucial to this volume’s research—acknowledged in each individual chapter. In addition, there were several people who helped in this study who prefer to remain anonymous.

It is our profound hope that this book, with its focus on beer, the history of beer in a variety of Asian country cases, and the theory presented herein successfully shed light for different types of readers—social scientists, food historians, Asia specialists or laypeople—on the complex connection between politics and economics in terms of beer in Asia. We realize that more can and should be said about each case than our chapters provide, but we hope that our volume can offer at least a small dent or beginning to approach the study. Perhaps our theory can even be transferred to countries beyond. There is certainly room for more in-depth studies of beer in each of these cases in future works. Finally, we want to point out that analyzing the political economy of Asia’s highly volatile beer market is no easy matter given that it is not static, tends to be shaped by shifting global economic conditions as well as changing regulations, and can often fall prey to internal business interactions. But clearly, beer is here to stay in the countries of Asia: Demand for it is too high. This book will tell you how that happened and why.





1 Conceptualizing the Political-Economic History of Beer in East Asia

Paul Chambers and Nithi Nuangjamnong

DOI: 10.4324/9781003282730-2



“Beer is the basis of modern static civilization.”

—Charles Bamforth, Professor of Brewing Science, University of California—Davis1




1.1 Introduction

Beer as a simple beverage and consumer good has been both chronologically determined and determining. Likewise, the evolution of public policy vis-à-vis change agents seeking to diversify beer has been at the very least meandering.

The brewing of beer has had a long history. Originally, it may have appeared as far back as 10,000 B.C. in the Neolithic period. However, it seems to have become a more regular process as agriculture evolved not only in Europe but also in Africa and China.2 Substances similar to beer were also being produced and consumed in Mesoamerica.3 Evidence of fermented beverages (including beer) has been found in ancient Mesopotamia4 as well as in ancient Egypt.5 Indeed, it is possible that commercial shipping from these entrepots brought beer brewing to ancient Greece and other parts of the southern European mainland.6 Through the Greeks, beer came to Rome. However, during the Roman Empire (27 B.C.–476 A.D.) wine came to appeal more to Romans (especially the upper class) though variants of beer were popular among mostly Germanic, Celtic, and Scandinavian peoples, some of whom the Romans subjugated.7 With beer easier to produce and store, as well as cheaper compared to other alcoholic beverages, it became the favored alcoholic beverage among increasing numbers of especially lower classes. With the fall of Rome, medieval Europe saw beer brewing continuing to be preserved. Indeed, the Roman Catholic Church played a fundamental role in this regard, as Catholic monks produced, consumed, and commercialized beer at their monasteries. Beer was considered more nutritious, less polluted, and a perfect drink during the fasting period of Lent.8 With the introduction of hops to beer brewing, beer became better able to be preserved than other alcoholic beverages. As such, beer spread more widely across Europe.9 Beer was seen as an alcoholic beverage which could easily be transported on long land or oceanic journeys—and it was. By the 1800s, technological transformations such as the advent of refrigeration, mass manufacturing of glass bottles, and pasteurization greatly influenced beer brewing and paved the way for the rise of lager beer. While innovations accelerated beer’s diffusion, public policy toward beer brewing often inhibited it. Thus, where state authorities in venues throughout Europe and Asia decided to prohibit the sale of beer or instead placed heavy taxes on it, these factors limited beer brewing. Societal factors such as religious views (e.g. Prohibition in the USA) toward beer often tended to diminish beer production and distribution.10

Nevertheless, by the late 1800s, several large beer brands, established through large corporations, dominated beer markets of Europe. The distribution of these companies’ beers was helped by colonization because beers from colonizing powers such as Britain, France, and the Netherlands expanded their distribution into the colonies. With the end of World War II, the phenomenon of decolonization intensified in Asia, Africa, and elsewhere. Though colonial masters went home, many formerly colonized peoples remained beer lovers. In many newly independent countries, state-supported beer industries commenced operations. By the 1980s, the multiplicity of new private beer enterprises, privatizations, or partial privatizations was again changing the global beer industry. The advent of craft beer throughout the world, resulting from changing laws and financial incentives, was another important milestone for beer.

The beer industry has thus had an incremental history across the globe, including in East Asia. The industry today combines brewers, distributors, and retailers in a competitive supply chain that includes both backward and forward linkages. The industry sells its product to consumers in a market regulated by state actors and superintended by societal acceptance. The industry’s development has been influenced by technological innovation, economies of scale, technological innovation, state reception, rent-seeking political predation, cultural relativism, and consumer behavior. The industry has expanded throughout the world because of intensifying demand, lower prices relative to other types of alcohol, regulatory encouragement, the quest for more profits by large corporations, and most recently burgeoning efforts by often smaller companies to take chances and develop novel beer recipes. Other factors affecting the beer industry include growing urbanization, rapidly changing lifestyles of people, more disposable income, and changes in the tastes of youth.11

The beer industry is an institution imbued with a political economy. Early definitions of the term saw political economy as “the science of the rules for the production, the accumulation, the distribution, and the consumption of wealth,” an abstract generalization of what today we call Economics.12 But David Ricardo pointed out that there was unevenness in rent, profit, and wages among different classes. “To determine the laws which regulate this distribution is the principal problem in Political Economy.”13 More recently, political economy has scrutinized interactions among agents as well as both economic and political institutions to achieve differing transaction costs.14

Based upon an institutionalist focus on political economy, this book sets out to understand the political economy of beer. It does so first by examining available theoretical literature on the production of alcohol. It then shifts to the chosen approach which is Historical Institutionalism (HI) within the broader field of New Institutionalism. Using HI, it investigates the path-dependent evolution of the beer industry over time in separate countries of Asia as conditioned by different types of state regulation, corporate alliances, political predation, and other factors. Path dependence of beer development, as influenced by differing combinations of these conditions, has led to resultant equilibria distinctive across the countries of East Asia. The degree of state control over the domestic beer industry tends to determine market share while facilitating or constraining beer innovation. Ultimately, over time, historical-cultural legacies, the level of cohesion between economic and political agents, as well as structural factors have determined the destinies of different countries’ beer industries.

To what extent have state versus societal actors succeeded in influencing the path of beer production and how? To what extent has beer production changed since the onset of the path? Is there a path dependency of beer production that has kept the numbers of producers small or determined? Was there a critical juncture in the history of beer production that abruptly changed its course? Using HI, this chapter will examine these questions at the macro-level and frame them as a set of criteria which each country case study in the following chapters will address.



1.2 Literature Review

There is a wide literature on beer today which focuses upon several aspects of the industry. This includes general books on beer (Swinnen 2011; Cabras, Higgins and Preece 2016)15 as well as beer history, specifically in the Middle East and Europe.16 There have also been studies about the evolution of beer in particular individual countries, including in Asia.17 There are other books on beer production,18 innovation,19 processes and techniques,20 distribution,21 marketing,22 and trade in beer. There are books about multinational beer companies,23 the relationship between the global beer business and the development of the indigenous beer industry24 and the growing craft beer industry.25 Some books look at how states and laws have sought to influence beer production and distribution.26 Finally, there are books about the globalization of beer, regional beer markets, and cultural aspects of beer.27

Some books have used theoretical frameworks to explain the evolution of alcohol-related institutions. Bird (2010) used HI to illustrate institutional changes in Canada’s liquor industry.28 Meanwhile, Itçaina, Roger, and Smith (2016) utilized HI to comprehend the evolution of wine in four European countries.29 Brand (2019) also uses HI to demonstrate the development of wine in Bourdeaux, France.30



1.3 Historical Institutionalism and Beer

Following these last three aforementioned works, the study at hand uses HI to understand the evolution of beer in Asia. Hall and Taylor (1996) define institutions as “formal or informal procedures, routines, norms and conventions embedded in the organizational structure of the polity or political economy.”31 These institutions are established by changing configurations of actors within state and society which influence policymaking to modify or reproduce the institutions across time.32 Historical institutionalists stress how institutions shape not only strategies but also the historical evolution of preferences, goals, and interests.33 The approach offers explanations about how events in history either constrained or offered opportunities which affected institutional resilience or transformation.34 Beginning from the institutional point of origin, initial institutional patterns become chronologically reinforced, producing persistent impacts upon contemporary configurations.35 The framework emphasizes the importance of historical dynamics and contingency rather than staticity and determinism. As such, it is practical in showing how a sequential series of events helps to reinforce configurations which have later effects. In addition, HI emphasizes how institutions develop over time and reflect the relative bargaining power of actors who created them.

HI is thus useful in explaining persistence and change in state-society relations as well as economies and regimes, including food regimes, across time. When it comes to the alcohol industry, it is important to examine how the history of capital accumulation, imperialist organization, brewing regulations, taxation, customs tariffs, ownership rights, transnational materialism, global versus local cultural norms, consumer demand patterns, and colonial legacies (if any) all led to a path of particular alcohol production.36 Itçaina, Roger, and Smith (2016) argued that the wine industry’s institutional order has been shaped and transformed by “the scientific, the economic, and the bureaucratic.”37 The scientific deals with the technological knowledge of the actors involved and their ability to use this technology; the economy refers to the capital possessed by actors involved; the bureaucratic refers to the legal parameters allowed by bureaucracy. This study at hand contends similarly that the beer industry has been influenced by these three variables.

The historical institutionalist development of beer involves five concepts. These are historical-cultural legacies, sequencing, path dependence, the plasticity of formal institutions, and critical junctures.

The first, historical-cultural legacies, are prior contextual conditions of the past, which, once created, become self-reproducing and entrenching.38 Historical legacies pave the way for traditional economic actors (as parts of powerful institutions) to sink deep roots. Such legacies can make it difficult to change future policy trajectories, thus leading to or reinforcing path dependence.

The second concept, sequencing, is important in understanding the development of consumer products because the sequence in which events occur, in terms of prior occurrences affecting later ones, tends to determine the options later on down the path, a situation which reinforces the path, making it harder to get off the path as time goes by. The sequencing that this study is examining is the choices which public and private actors made in production decisions for the manufacture of beer.

The third concept, path dependence, has been defined as an evolutionary trajectory whereby once actors make certain institutional choices, “the costs of reversal are very high. There will be other choice points, but the entrenchments of certain institutional arrangements obstruct an easy reversal of the initial choice.”39 Path dependence has two dimensions: one is structural and captures the notion of increasing returns; the other relates to agency and the resources which actors can mobilize in order to initiate or guard against institutional change.40 Path dependence relates to consumer goods and public policy where the state guides production and distribution of a product or allows its production and distribution to persist unhindered by state interference. In some cases, state officials may individually profit from certain policies toward consumer goods.

Fourth, the concept of critical junctures reflects the importance of ascertaining a beginning point of a path across time.41 Critical junctures are defined as “short, time-defined periods, where antecedent conditions allow contingent choices that set a specific trajectory of institutional modification that is difficult to reverse.”42 Critical junctures can influence consumer goods in the sense of innovations, changes in capital markets, or political tampering. Examples of critical junctures include drastic state changes in policy regarding specific consumer goods.

Fifth and finally, the plasticity of formal institutions can affect the ebb and flow of consumer goods development. This study treats laws affecting such goods not only as constraints which compel them to develop in a certain direction but also as opportunities for their producers to creatively adapt to rules and rule changes, achieving their multiple goals within the rules. Some rules are strongly enforced while others are weak. All rules which the state uses to monitor industries tend to shape consumer goods’ development and thus capital accumulation.



1.4 Chapter Criteria

The chapters in this book will variously seek to address similar criteria for understanding how each country case witnessed the evolution of its beer differently. The criteria addressed are as follows:


	What were the historical legacies and historical sequencing of beer as a consumer good in the country examined? How did phenomena such as colonization and transnational materialism, cultural and religious norms of local populations affect beer in the respective country?

	What was the history of public policy toward beer in terms of the state allowing production and distribution across time, taxation, and accommodating new beers as opposed to facilitating beer monopolization? How well did the state enforce its beer laws?

	Who have been the actors most directly involved in shaping the beer industry in the country examined? How has the state reacted? To what extent have private actors had international allies?

	What changes, if any, have there been in the path of the beer industry in the country examined? What have the changes, if any, been? If no changes have occurred, why have they not occurred? Was there any critical juncture in the beer industry of the country examined? If so, what was it? If not, why was there not a critical juncture?

	How or to what extent has the craft beer industry succeeded in the country examined?

	What might be the future of the beer industry in the country examined?





1.5 Organization of This Book

In the twelve chapters which follow, different authors will examine public policy in terms of the political-economic evolution of beer as a consumer good. The first four chapters will look at the cases of countries in Northeast Asia: Japan, China, the Koreas, and Taiwan. The following six chapters will look at the cases of countries in Southeast Asia: the Philippines, Thailand, Myanmar, Vietnam, Lao PDR, and Cambodia. Each country chapter will use HI to examine the political, economic, and social influences which propelled and shaped the way in which the beer industry developed as an institution of persistence and change. Each chapter follows the role of state and private enterprises as well as international factors in the prospective country examined. In terms of methodology, the author of each chapter will use written primary sources as well as interviews from respondents in the country of observation.

Ultimately, it is the purpose of this book to thoroughly understand the distinct determinants which contributed to the evolution of beer as a consumer good within the food industry of Asia. But the experiences of beer’s evolution in each of the East Asian cases herein were different. This book investigates how and why.
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2.1 Introduction

Despite its alien origin and a very bad impression at first taste, beer from Japan can be considered uniquely singular, originating from one of the most important beer-drinking nations. Actually, beer has long surpassed sake, the traditional drink for the Japanese for thousands of years,2 as the most popular alcoholic drink since the 1960s.3 Since then, the Japanese beer industry has experienced vigorous dynamism from the draft beer war in the 1970s, the dry beer war since the late 1980s, to the beer-like war in the 1990s until now.4 In the most recent decade, it seems that two developments define the overall industry. Japan’s beer industry not only dominates the domestic beverages market but also plays a major role in the global beer market. In 2018, Japan ranked No.7 in global beer production.5 Japan’s largest two brewing companies, Kirin and Asahi, are among the world’s top 15 brewing companies and are currently very active in global mergers and acquisitions (M&A) activities.6 As for Asahi, Japan’s largest brewing company, it has actively expanded its empire to almost all continents and was recently dubbed “the King of M&A in Asia.7”

Nevertheless, the Japanese domestic beer market has seen strange phenomena regarding the rise, the fall and the resurgence of the Japanese craft beer industry.8 As there are more than 450 brewing companies entering into the market, these phenomena seem to imply that the Japanese beer industry is no longer dominated solely by the big four of Kirin, Asahi, Sapporo and Suntory. What are the key implications of these two seemingly contradictory trends? Do they signify a major departure in the Japanese beer industry? To what extent has the beer industry in Japan evolved since the inception of the industry almost a century and a half ago? Is there a path dependency and critical juncture influencing the formation of the industrial structure? What are the roles of state and societal actors over the course of the path? These are key questions this chapter aims to answer.

In addressing these questions, this study explores the past development of the Japanese beer industry from the very formative period in the late 19th century until now. It divides the evolution into four phases: the pre-formative phase (1870–1901), the formative phase (1901–1945), the re-formative phase (1945–1989) and the glocalization phase (1989–present). This study attempts to demonstrate that notwithstanding the growing dynamism in the Japanese beer industry, the defining characteristics of the industrial structure still do not reveal many changes from the oligopoly. It does not, however, mean that the Japanese beer industry is static or unchanging. The current market structure is no longer a closed, uncompetitive version of oligopoly. It rather represents a more open and competitive oligopolistic structure. The path toward oligopoly was first created during the formative period with the cooperation between the big brewers and government agencies. This cartelized structure was still mostly in place even after the introduction of the anti-monopoly law during the re-formative period. When the government adopted the liberalization policy in the 1990s, it seemed that the oligopolistic structure became too entrenched and resilient to overthrow.



2.2 The Pre-formative Period (1870–1901)

The defining moment of this period was when Spring Valley, the first brewery in Japan, was founded in 1869 by William Copeland, a citizen of the United States. At that time, beer was still considered an alien beverage for almost all Japanese, and for those few Japanese who had a chance to try beer, they tended to have a negative impression about its taste. This can be seen in an observation from Japanese who called it “bitter wine like horse-piss.9” This first brewery, then, did not target Japanese customers but was focused upon foreigners in Japan. From 1869 to 1908, the first year that the Japanese government started setting the minimum beer volume requirement at 180,000 liters (1,000 koku) per year, the Japanese beer industry was in an embryonic state. The beer industry in this period can be characterized as relatively competitive at first and semi-oligopolistic later. It was relatively competitive in that there was virtually no barrier to entry into business. Up until 1901, the Meiji government had supported the emerging brewery industry by exempting them from tax to promote beer as a national drink and replace imports of foreign beer.10 It should be noted that in 1901, sake consumption was 96.5% while beer was only 1.5%. The price of beer was about three times as much as sake and beer was still considered as a luxury item.11 Apart from a beer tax exemption, the government began to consider beer as a beverage that could help in developing industry and boost people’s morale.12 This perception was evident in the Iwakura Mission report. During the visit of breweries to Staffordshire, England, the mission observed that beverages in general and beer in particular were closely linked to the level of enlightenment of a country.13

In 1900, the Japanese government announced a new tax scheme as part of measures to improve the tax system and respond to the demand for greater military spending.14 Before the enforcement of the beer tax law in 1901, the business became crowded with up to 120 beer brands in the market.15 Later on, the structure of the beer industry was gradually transformed towards a semi-oligopoly. The beer tax law of 1901 was a turning point for the industry. As the government collected tax at the site of production, small brewers who did not have sufficient capital stock and liquidity were finally forced to exit. The 1908 revision of the beer law tax, which stipulated the minimum requirement of production, created even more formidable barriers to entry. As a result, the number of brewers was drastically reduced to around ten companies and the industry became geared toward an oligopolistic structure.

There are two factors which affected the formation of the relatively competitive beer market in Japan during this early period. First, owing to unequal treaties, the Meiji government had considerable limitations in policy maneuvering space. For instance, the government could not increase tariff barriers to protect infant industries from foreign competition and foreigners were not subject to the Japanese law. Once it completed the revision of the unequal treaties in 1894, the Japanese government started raising the beer tariff from 5% to 25% first in 1897 and to 50% in 1901.16 In the case of foreign brewers, the government did not have the authority to issue brewer licenses, or even to tax. Such was the case when William Copeland opened the first brewery in Japan and applied for a license. However, the Japanese government could not oblige his request because it lacked jurisdiction over the matter.17 Second, Meiji leaders and Japanese society at that time were still attracted to Western liberalism.18 When it came to economic policy, the early Meiji period had seen various indications of a procompetitive economic policy such as the dissolution of local guilds.19 This liberal economic atmosphere thus attracted entrepreneurs from various backgrounds especially previous landowners and sake brewers to venture into new business opportunities.

The history of liberalism in Japan was rather short-lived. The rising tide of nationalism in the later Meiji period almost entirely swept away the influence of liberalism.20 A series of major events (notably the first Sino–Japanese war of 1894–1895; the revision of unequal treaties in 1894; and the Russo-Japanese war of 1904–1905) greatly heightened Japanese nationalist sentiment. This changing atmosphere, however, did not negatively affect the overall development of Japan’s beer industry. It rather set the structure of the industry into motion toward intensified oligopolization and cartelization. With regard to the oligopolization, the Meiji government became committed to nurturing private companies toward partnering with the state in fostering economic development.21 The partner in this project was not small and medium enterprises but large, family owned conglomerates or ‘zaibatsu.’ The promotion of these firms was born out of the Meiji oligarchs’ belief that a business family was an integral part of industrial strength such as in the cases of the Rockefeller or Morgan families behind the United States’ industrialization success.22 They greatly benefited from building partnerships with government such as taking over government assets or piloting factories and securing contracts or concessions. Almost all big brewers founded in this period were related to zaibatsu. In the case of Kirin, despite initially being founded by foreigners and registered as a company in Hong Kong, the CEO of the Board of Directors of the then-Japan Brewery was also a principal adviser to the head of Mitsubishi and recommended to Mitsubishi that it buy this brewery. Yanosuke Iwasaki, the President of Mitsubishi, together with other companies such as Mitsui, First Bank and Okura set up a company in Hong Kong to buy this brewery as a foreign registered company.23

As for Sapporo, it was originally established by the Hokkaido Colonization Office in 1876 to help promote industrial and economic development in the newly colonized region. In 1886, it was sold to the Okura zaibatsu before being taken over the following year by a group of investors led by Eiichi Shibusawa, who was dubbed as a leader of Japanese capitalism24 and considered as the fifth Zaibatsu in addition to the ‘Big Fours’ of Mitsui, Mitsubishi, Sumitomo and Yasuda.25 Shibusawa had an idea that the coexistence of many small beer companies was not beneficial to the development of the beer industry.26 This was probably why he supported the takeover of the Sapporo Breweries.

An interesting point to note from this period is that the Japanese beer industry had gradually grown despite several unfavorable historical-cultural legacies. First, Japan had long been a “sake-drinking nation” for thousands of years. In Japan, sake is not just an alcoholic drink, it has a wide range of uses in almost all rituals, ceremonies and festivals.27 Second, Japanese had a really bad impression and experience with beer. In this regard, it was very difficult to change the Japanese palate within a short period of time. For the beer industry to expand more rapidly, there needed to be concerted efforts from different actors especially government and businesses, depending upon context (See Table 2.1).



Table 2.1 Historical Development of Japanese Beer Industry


	Period
	Industry Structure
	Roles of State
	Context





	Pre-formative (1870–1901)
	
	- Competitive at first with over 100 brewers; semi-oligopoly in later period.



	
	- Founded Sapporo Beer and later privatized.

	- No barrier for market entry at first.

	- Protection through high tariffs since 1897.



	
	- Nation-state building.

	- Internal colonization.

	- Unequal treaty (before 1894).

	- Imperialist expansion.






	Formative (1901–1945)
	
	- State-directed oligopoly.

	- Duopoly during wartime.



	
	- Support of M&A.

	- Taxation at place of production since 1901.

	- Set high barrier to entry.

	- Encourage overseas investment and export.

	- Formal support of price cartel.

	- Total control of industry during wartime.



	
	- Rise of fascism.

	- World war context.

	- Imperialist expansion.






	Re-formative (1945–1989)
	
	- Regulated oligopoly.



	
	- Set a high barrier to entry.

	- Informal support of price cartel.

	- Control and prevent excessive price competition.



	
	- SCAP rule.

	- Economic reconstruction after war.

	- Rapid expansion of the domestic beer market.






	Glocalization (1989- present)
	
	- Competitive oligopoly.

	- Rapid expansion of local craft brewers.

	- Global expansion of big brewers.



	
	- Deregulate sale licenses.

	- Lower barrier to entry.

	- Support local craft brewers.



	
	- Globalization force.

	- Domestic beer market saturation.

	- Protracted economic stagnation.









Source: Author.



2.3 The Formative Period (1901–1945)

The promulgation of a beer tax law in 1901 and the series of beer tax increases from 1901 to 1908, or the so-called “war tax (Russo-Japanese war)” marked the beginning of this period. The 1901 beer production tax law can be considered as a ‘critical juncture’ in the Japanese beer industry as it determined the path toward the oligopolistic structure of Japan’s beer industry. The rest of the 1900 decade also witnessed an “augmented critical juncture.” The government helped break the impasse of the mega-merger deal behind the birth of the Dai Nippon Beer Company in 1906. Moreover, in 1908, the government enforced the legal minimum requirements for beer production. In essence, the oligopoly, cartel and the central role of the state in nurturing these two institutions were the defining characteristics of this phase. This, in turn, created the historical institutionalist lock-in and path dependence for the Japanese beer industry in the following periods notwithstanding the changing political environment in Japan (from Taisho democracy to war-time fascism to Japanese under occupation and democracy again). In this light, this period can be characterized as formative.

Apart from the beer tax, another critical moment was the creation of the Dai Nippon Beer. The Meiji government was also involved in creating this ‘giant’ in Japan’s beer industry. A preliminary merger negotiation began in 1900 but it was not until the Minister of Agriculture and Commerce, Keigo Kiyora and the Mitsui Trading Company came to intervene and took mediating roles in 1906 that the deal was finalized in 1907. For the Japanese government, the merger served three policy objectives namely import substitution, export boost and avoidance of excessive competition. But an unintended consequence of this was the gradual emergence of oligopoly. As a result of this merger, the Dai Nippon Brewery became Japan’s largest brewery with 71.8% of the share of the national beer market. Other breweries included Japan Brewery (20.3%), Marusan Beer (5.6%) and Tokyo Beer (2.3%). All four companies accounted for 99.9% of Japan’s beer industry in 1906.28

Five years after the enactment of the 1908 legal minimum requirements for beer, the industrial structure was totally restructured from being a semi-oligopoly to becoming an oligopoly. The number of brewers was reduced to four.29 Small brewers were either forced out of business or merged with the big brewers especially the Dai Nippon Beer Company. By the end of this period (1945), the beer industry structure was again transformed into a duopoly. Only the two strongest, the Dai Nippon and Kirin, were able to survive. In this period, both the process of oligopolization and cartelization that commenced in the earlier period were at their zenith. The degree of state intervention into the industry reached its peak by the end of this period.

Indeed, this period witnessed fast-changing internal and external contexts. Externally, after the Russo-Japanese war, Japan finally regained its lost sovereignty and international recognition as a “civilized” nation.30 It then followed the Western imperialists’ example by becoming a colonizer—formally colonizing Joseon Korea in 1910 and invading Manchuria in 1931. It also actively participated in the two world wars. Economically, Japan could not escape from the Great Depression during the 1930s. Internally, this period covered three reigns from Meiji (1868–1912), Taisho (1912–1926) to Showa (1926–1989) and experienced two extreme political regimes of brief democratic experiments (1924–1932) followed by a rising tide of fascism. All of these dynamic circumstances affected the beer industry structure in a way conducive to the expansive role of the state. In stark contrast to the deterioration of the roles of politicians and the Diet, state bureaucracy was vested with unparalleled authority in almost all dimensions including industrial policy, especially after the promulgation of the General National Mobilization Law in 1938. Bai Gao31 argues that this period saw the entrance of a military version of Japanese developmentalism. In the same vein, Peter Duus and Daniel Okimoto32 emphasize the stabilization of “bureaucratic government” during this period. In the area of industrial policy, if market rationality could not help achieve desirable policy outcomes, it would be replaced by bureaucratic rationality as a means to allocate and distribute scarce resources.

In the beer industry, the policy objectives were still the same as in the previous era in terms of import substitution, export promotion and excessive competition restraint. Regarding the first goal, import substitution in this sense was not limited to foreign beer imports but also the importation of the main ingredients necessary to make beer and its containers, including malts, hops, bottles and bottlecaps.33 For the former, the domestic production of beer had surpassed beer imports since 1886, but for the latter, it had to wait until war time to achieve this goal.34 The second policy objective appears to have depended more on the external context. The first export boom occurred during World War I when American and European beer exporters could not supply the market, especially in Asia.35 The volume of Japanese beer exports drastically increased from 3,440 kL in 1914 at the outset of World War I to 20,242 kL in 1918. Five years after World War I, however, beer export volume considerably diminished to almost the same level as the pre-World War I era at 4,277 kL.36 The war and the Japanese imperial expansion context also opened an opportunity for Japanese brewers to invest abroad. They invested in every geographical area under Japanese imperial influence including Taiwan, Joseon Korea and Manchuria. Indeed, World War I paved the way for the Dai Nippon Beer to acquire Tsingtao Beer from the Anglo-German Beer Company and the Manchuria Beer Company, and a joint brewing venture between the Dai Nippon and Kirin was established after the occupation of Manchuria in 1932. During World War II, upon the request of the Japanese army, the Dai Nippon and Kirin Breweries seized control of various breweries and related industries in various occupied territories such as the Philippines, Singapore, Malaya and Java.37

Regarding the last policy objective of controlling excessive competition, the early formative period had seen a price war, especially at the retailer level. At first, big brewers tried to solve this problem themselves. There was first an agreement among the big four brewers in 1929; then they supported the establishment of the Tokyo Alcoholic Beverage Wholesalers League. In 1932, the Tokyo Beer Cooperative Association was formed of which the main rationale was to punish underselling retailers. When it seemed that this association could not effectively pressure undersellers, the two brewing giants, the Dai Nippon and Kirin, agreed to form the Cooperative Beer Sales Company to control the market and stabilize the price in 1933. This company was to be in charge of advertising and selling functions as well as setting a production quota which was based on the beer market share at that time (approximately 70:30 for the Dai Nippon and Kirin, respectively).38 After the fall of the Taisho Democracy and the rise of bureaucratic government, the Japanese government actively intervened in all industries. In the beer industry, it either utilized existing organizations as a controlling tower or established new ones. Just prior to World War II, the Ministry of Agriculture and Forestry urged the four big brewers to form the Japan Beer Ingredients Association. Later on in 1939, it was renamed as the Japan Beer Association. During World War II, the Ministry of Finance took control of the whole supply chain of Japan’s beer industry. It then transformed the Cooperative Beer Sales Company into the Central Beer Sales Company in 1942. The Japan Beer Association and the Central Beer Sales Company became the main mechanisms through which the Ministry of Finance exerted control over the production and distribution of the Japanese beer industry.39 It also helped extend the consumption of beer nationwide.40

The formation of the beer cartel in this period coincided with the overall trend of the widespread cartelization in Japan, especially during the 1920–1930s. Prior to the 1920s, Eleanor Hadley41 noted that there were only three cartels in Japan: that in paper, cotton and fertilizer industries. Central to the rise of the cartel was the supportive role of government. The basic level of government support in this sense was no legal prohibition of cartelization. At the other end of the spectrum, in certain circumstances where government wanted to exert greater control over industry, it may have made public policy cartelization compulsory. This was the case with the Japanese government during World War II.



2.4 The Re-formative Period (1945–1989)

On the face of it, Japan under the rule of the Supreme Commander for Allied Powers (SCAP) from 1945 to 1952 seemed to bring more changes than continuity. Various reforms were undertaken. Among these, it seemed that two of them, the elimination of zaibatsu and the elimination of excessive concentration of economic power, could have direct effects on the beer industry. By the end of this period, nonetheless, the oligopoly and cartel, the two defining characteristics of the Japanese beer industry during the formative era, were still preserved albeit in a less formal and more implicit fashion. The oligopolistic market structure was reformulated into a regulated oligopoly in that a market leader could not expand the market share beyond the legal ceiling. The formal cartel of the previous era was reincarnated into the informal one in which the government played a leading role behind the scenes.

The first sign of change under the SCAP was the zaibatsu reform. As zaibatsu was considered one of the perpetrators of World War II, they became the main target of SCAP reform, particularly through the purgation of top managers and elimination of holding companies. On the way toward implementation, however, the Japanese bureaucracy adopted the approach that “following superiors’ orders to his face while reversing them in the belly,”42 or in other words, they did not fully follow SCAP’s directives. For example, when the SCAP ordered the removal of all directors of zaibatsu firms, the Japanese government feigned that this exact command had been “lost in translation” and only purged managing directors, not all directors. Moreover, the removal of the holding companies did not prevent the destruction of satellite companies and voluntary groups working together, which linked cross-shareholding and personal networks.43 The big beer brewers remained affiliated under the umbrella of their previous zaibatsu which transformed into post-World War II keiretsu conglomerates.44 Unlike family dominated zaibatsu, keiretsu were “quasi-zaibatsu” where banks/shareholders had some control.

The new regulation introduced by the SCAP that mostly affected the brewing industry was the anti-monopoly law. Kenichi Miyashita and David Russell45 argued that if the Japanese government had strictly followed this law, the ‘Big Six’ keiretsu would have all been eliminated from the outset. But this was not the case owing in large part to the role of the Ministry of International Trade and Industry (MITI). The way that the MITI orchestrated post-war Japanese industrial policy was sometimes in stark contrast to the competition principle. It adhered to the “old wine” of cartelization and merger but put them into the “new bottle” or language such as public-private cooperation or consolidation of the industrial order.46 Furthermore, some of the corporate practices prohibited by the anti-monopoly law in 1947 such as cross-shareholding and exchanges of personnel, were later on reinstated after revisions of this law.47

It is, however, the anti-monopoly law that mostly affected the brewing industry. As Japan’s Deconcentration Review Board defining “monopoly” as having over 70% of the market share, the Dai Nippon Brewery, which had 72% of the beer market share at that time, became subject to reorganization. It was one of the 11 companies out of the total 325 companies initially designated as targets for reorganization.48 Initially, the Holding Company Liquidity Committee had an idea to dissolve the Dai Nippon Brewery into four companies and Kirin into two, but the United States changed its policy toward Japan from democratization to economic recovery thanks to the inception of the Cold War in 1948. In 1949, the old Dai Nippon company was then ordered to dissolve into two new companies, the Japan Beer (Sapporo) and Asahi Beer. As a result, the duopoly structure was transformed into oligopoly led by Sapporo, Asahi and Kirin with market shares at 39, 36 and 25, respectively (see also in Table 2.2). Each company developed a sales network through exclusive agencies. The government continued to maintain strong control and administrative guidance relating to both the production and sales of beer to secure tax revenue by establishing the Brewers Association of Japan and the Beer Wholesaler and Liquor Retailer Association in 1953.49 The government helped lessen the competition of capital investment and prices among companies and to control excessive production and improve quality.50

Despite having the smallest market share from the outset, Kirin seemed to have possessed the most readiness compared to other competitors which had to busily manage reorganization. It took around five years for Kirin to surpass Sapporo as a leader in the beer market. A combination of factors appears to have caused Kirin’s success during this period. First, compared to other competitors which were associated with a particular region (eastern Japan for Sapporo and western Japan for Asahi), Kirin has been widely recognized as a national brand even before World War II.51 Second, its marketing strategy reiterated its product image as “a high quality (beer) and beer for beer lovers.”52 The success of this marketing campaign can be seen from the public perception during the 1950s that “beer meant Kirin.”53 Third, Kirin accurately forecasted the rapid growth of the beer market in the post-war period. It then focused on expansion of production capacity at an incredible speed. From 1949 to1955 when it took the second place in the beer market, it increased its production from 71,000 kL to 158,000 kL.54 In the next two decades when it became number one and occupied almost 60% of Japan’s beer market share, it had the capability to assemble a new factory once every two years.55 Fourth, despite the dissolution of the zaibatsu, Kirin still enjoyed various benefits from the informal and loose network of the Mitsubishi keiretsu.56 At the very least, given Japan’s unusual consumption pattern and collective culture and given the gigantic size and extensive network of the Mitsubishi group involving up to a quarter of the Japanese population,57 Kirin beer could secure a large portion of loyal customers.

During the 1970s when Kirin steadily expanded the beer market share to almost 60%, it started to draw greater attention from Japan’s Antimonopoly Commission (AMC). After losing a series of disputes in a legal tug-of-war to the MITI (especially regarding the state-directed cartelization for almost two decades), the oil crisis context during the 1970s brought momentum to the AMC side.58 Even before the AMC officially became empowered with the authority to order the divestment of monopolistic firms in a 1977 amendment, it still had considerable influence to intervene into industry. In 1972, it recommended Kirin not to expand the latter’s beer market share, otherwise, Kirin might have to break up.59 In response, Kirin first restrained its production expansion and advertisement expenditure and second focused more on business diversification into various lines of products such as whiskey, dairy products, biotechnology and soft drinks, among others.60 In the meantime, it started to expand into the international market through joint ventures such as collaboration with Heineken Beer in Europe and Molton in Canada.



Table 2.2 Structure of Japanese Beer Market (% of Market Share)


	
	Kirin
	Asahi
	Sapporo
	Yebisua





	1890
	22.2
	-
	6.2
	12.3



	1900
	15.3
	23.6
	11.9
	31.1



	
	Kirin
	Dai Nippon



	1910
	18.9
	70.7



	1920
	18.9
	64.1



	1930
	27.0
	51.5



	1940
	26.5
	66.0



	1949
	25.3
	74.7



	
	Kirin
	Asahi
	Sapporo
	Suntoryb



	1955
	37
	32
	31
	-



	1959
	42
	29
	26
	-



	1965
	47.5
	23.2
	25.4
	1.9



	1969
	53.3
	18.9
	23.3
	4.5



	1975
	60.9
	13.5
	20.2
	5.4



	1979
	62.3
	11.0
	19.6
	6.5



	1985
	61.4
	9.6
	19.8
	9.2



	1989
	48.3
	24.9
	18.4
	8.4



	1995
	48.8
	27.2
	17.6
	5.5



	1999
	43.4
	36.2
	14.5
	5.0



	2003
	35.7
	39.9
	13.1
	10.4



	2009
	37.7
	37.5
	12
	13



	2014
	29.5
	35
	11.1
	15.4



	2018
	34.4
	37.4
	11.4
	16






Sources: Fuess 2006; Alexander 2013; Pfanner and Fukase 2015; Wang 2019.

a During this pre-World War II period, Yebisu was under the Dai Nippon Brewery. Since, 1971, Yebisu has been under Sapporo.

b Suntory first entered the brewery business in 1963.

It should not be misunderstood that the success of Kirin mirrored the absence of the beer cartel in the post-World War II period. After the price controls implemented from 1939 to 1964 were finally abolished, the beer price cartel was loosely established among the so-called “five drinking buddies” of Kirin, Asahi, Sapporo, Suntory and the Ministry of Finance.61 The only game in town for this cartel was that no price war would be allowed. Instead, they had to compete by other means. That is why the Japanese beer wars from the 1960 to 1970s had to do with the “draft wars” and “container wars.”62 This cartelized structure seemed to benefit all parties. As for the big brewers, this structure protected them from excessive competition either from other existing players or new market entry. It should also be noted that the barrier to entry into the beer industry at that time was not just a high threshold of minimum production requirements at two million liters, but also an awkward and time-consuming process of up to two years of assessment.63 For the Ministry of Finance, this structure enabled the government to levy a high beer tax which accounted for around 40% of sales prices.64 Another form of cartel at that time involved the production side. In order to support the Japanese barley farmer and agricultural self-sufficiency, the Ministry of Agriculture and Forestry opted for forming this cartel with the big four beer firms. The agreement among them was that the government would allow them to import one ton of cheaper barley for every three tons of (much more expensive) domestic barley used.65

The anti-monopoly regulation together with these informal cartel institutions aimed to preserve the oligopolistic beer industry and favorable competition environment. The main rationale for the AMC in cautioning Kirin to restrain its growth in 1972 was to maintain the status quo in the industry. It did not want any players to exit the market. We can then be expected to have witnessed continuity in the beer industrial structure rather than change. The end of this period, however, witnessed abrupt and substantial transformations in regulative environment, actors and market.



2.5 The Glocalization Period (1989–present)

Change was the defining characteristic of this most recent period. In terms of regulation, it began with the liberalization of sales licenses in 1989. The context under which this policy took place included the deregulation and the reinforcement of the Antimonopoly Act which was implemented following the Plaza Accord of 1985, and the Structural Impediments Initiative (SII), which started in September 1989 after Japan enjoyed a huge trade surplus with the United States. The United States submitted the six requests such as improvements of the price mechanism, distribution, stock and investment, land, keiretsu and exclusive business practices. The amendment of the Large-Scale Retail Stores Law eased the regulation to facilitate the supermarket, convenience store, and discount stores to retail beer and destroy exclusive agency networks (distribution keiretsu) and promote fair trade.66 As a result, beer makers had to declare the freedom of price in 1990.

Prior to that brewers normally had exclusive agreements with wholesalers to distribute only their beer. For example, in 1987 there were 1,800 wholesalers in Japan, 800 of which had exclusive agreements with Kirin, the market leader at that time.67 The main reason for having quite limited numbers of beer distributors was to control underselling practices and price wars which had occurred during Japan’s formative beer period.68 For the possible new market entrants, this distribution system posed one of the most troublesome barriers to entry. According to a Danish brewer, if a new player in the Japanese beer market wanted to develop its own distribution system, it would take up to ten years.69 Probably because of this, instead of direct investment, foreign brewers who wanted to enter into the Japanese beer market opted for licensing or making agreements with Japanese beer companies, thus placing their products into the Japanese market. These pairings included Budweiser and Suntory, Kirin and Heineken, Asahi and Coors, among others.70 The major implication of the liberalization of sales licenses in this sense was to lift one of the main barriers to foreign entry. It also made it easier for consumers to find beer not just at the licensed liquor store but almost everywhere from convenience stores to automatic vending machines.

Another momentous change in regulation was the lowering of the minimum requirement for beer production from 2 million to 60,000 liters a year in 1994. It should be noted that this policy shift took place under the non-LDP Hosokawa government. Apart from that, the government also relaxed restrictions on the opening of liquor stores to expand domestic demand and the trade surplus. These, in turn, led to the discount of the price of beer and the lifting of the ban on craft beer. This led to the blossoming of craft brewers in Japan. As a result, there are now more than 450 new brewers which emerged since then, 300 of which are still currently operating.71 This, in turn, has helped to contribute to a greater variety of Japanese beer types and product differentiations as opposed to the typical lager or pilsner style of the Big Four in which “all four (brands) taste virtually the same” according to an observation of the ex-President of Asahi.72 Notwithstanding the relatively brief period of craft beer’s existence in Japan, some of them have already gained wide acceptance and acquired a positive reputation in international beer competitions and in the export market. But the domestic market is still under the total domination of the big four while the share of craft beer remains miniscule. An interesting point to note regarding Japanese craft beer is that the very origin of this beer law revision can be traced back not to the lobbying of small brewers but to a decentralization movement. Originally, the Japanese term for craft beer was “ji-biru”, which literally means “local beer.” Japanese demanding greater decentralization at that time considered “ji-biru” as a tool to revitalize local economic development. In the first two years after the barrier to entry was lifted, almost 80% of new entrants had various business backgrounds such as in hotels, restaurants, sake brewers, soy sauce brewers, liquor stores, local governments, tourism industry, etc.73 In other words, they wanted to diversify their local businesses into new but related markets.

The most visible and eye-catching change in this period is probably the Asahi’s success. As shown in Table 2.2, Asahi was the greatest loser in the Japanese beer market during the previous period. Its market share substantially decreased from 32% in 1955 to 9.6% in 1985. Contrary to Kirin which was considered as a real and good beer, Asahi had quite a negative reputation as a “bad-tasting beer.”74 Within only one year after launching its new product, “Asahi Super Dry,” Asahi’s fortunes totally reversed. It overtook Sapporo in coming in second place in 1988; ten years later it surpassed Kirin as a market leader and stands firm in this position up until the present. A number of observations have already been given for this phenomenon. While Tim Craig75 attributed the Asahi success to bureaucratic reform inside the company, Aurore Mary76 pointed to an ability to associate its new product with the new generation of consumers. For Takanori Nakajo and Toyohiro Kono,77 it was rather the role of culture induced by company leadership behind the Asahi success. As there is not enough space herein to consider these factors, this chapter simply wants to highlight the built-in advantage of the keiretsu. Toyohiro Kono and Stewart Clegg78 make an interesting analogy between relationships among companies in a “keiretsu” and “a convoy of transport ships.” They are mutually reciprocal and always supportive of other companies in the same family. A keiretsu rarely leaves its member companies going out of business. This was the case for Asahi when it was on the brink of bankruptcy in the mid-1980s79 and the Sumitomo Bank came to support Asahi.

The 1990s also witnessed two changes in the overall Japanese beer market. First, the Japanese beer market entered a stage of maturity. After the market reached its peak with the total shipment volume at 573 million cases in the mid-1990s, its market has since steadily shrunk. It began to drop below 500 million cases in 2006. Most recently in 2018, the Japanese beer market fell beneath 400 million cases, the same level as during the 1970s. Second, the biggest loser was seemingly “real beer.” According to Figure 2.1, the market share of real beer, legally defined as a beverage using at least 67% of malted barley, lost the lion’s share of the market to such “beer-like beverages” as happoshu, or beverages using a lower content of malt (first lower than 50% and then 25%) and then “new genre” beverages containing no malt or happoshu fortified with spirits. Alexander80 interestingly opined that the invention of these beer-like beverages by the “Big Four” was essentially “the race to the bottom.” This kind of competition was mainly a result of a loophole in the Japanese liquor tax law. The calculation of taxation based on the level of malt set an incentive for brewers to create a new type of beverage using a lower content of malt. In 1994, Suntory, the fourth largest beer firm at that time, released the daini no biiru, or literally “second beer,” using 65% of malt. With a smaller tax rate, it could lower the price up to 25% less than “real beer” using 67% of malt.81 After that, other big beer players followed suit. This, in turn, compelled the government to change beer regulations by lowering the malt content of the happoshu from 67% to 50% in 1996. But it seems that the state has entered into a ‘cat-and-mouse game’.82 Every time the government has amended the liquor tax law, brewers have responded by launching new beer types. Indeed, following the “daini no biiru,” there was the introduction into the market of “daisan no biiru (the third beer)” or malt-less beer and then “daiso no biiru (the fourth beer)” or a type of beer-flavored alcoholic beverage. Altogether, by 2009, these consequently surpassed the sale of the happoshu.


[image: ]
Figure 2.1 Size of the Japanese Beer Market (Millions of Cases)

Source: Adjusted from Asahi Group Holding 2020.






Table 2.3 M&A Activities of Japanese Brewers


	Kirin
	
	- Lion Nathan (Australia, 2009); San Miguel (Philippines, 2009); F&N (Singapore, 2010); Schincariol (Brazil, 2011); Myanmar Brewery (Myanmar, 2015); Brooklyn Brewery (US, 2016) Fourpure Brewing Co. (London 2018); New Belgium (US, 2019)






	Sapporo
	
	- Sleeman (Canada, 2006); Pokka (Singapore, 2011); Anchor Brewing Co. (US, 2017); Vinataba (Vietnam, 2015); Wild Rose (Canada, 2019)






	Asahi
	
	- Tsingtao Brewery (China, 2009); P&N Beverages (Australia, 2010); Flavoured Beverages Group Holdings and Charlie’s Group Limited (New Zealand, 2011); Permanis Sdn. Bhd. (Malaysia, 2011); SABMiller Western European Brands (2016), SABMiller Central and Eastern European Brands (2017), Fuller Smith and Turner (UK, 2019), ABInBev (Australia, 2020)






	Suntory
	
	- Shanghai Donghai Brewery (China, 2005)









Sources: Asahi Group Holdings 2020; Kirin Holdings Company 2019; Sapporo Holdings 2019.

Owing in large part to domestic market saturation, most of the big four have started to pay more attention to the international market. Actually, all brewers have already ventured into international business activities. But these have mostly been in the form of licensing, joint ventures and establishing sales networks. Since the 2010s, they have been inclined to focus more on M&A strategies. As for Kirin, the Kirin Vision 2015 first aimed at the Asia and Oceania market.83 After that Kirin started to diversify into European and American markets. The most aggressive player in the M&A strategy is Asahi. As mentioned earlier, Asahi is dubbed the King of M&A in Asia. Its target covers a wide range of markets from Asia and Oceania to Eastern and Western Europe. Compared to these biggest two, Sapporo and Suntory are less active in global M&A activities. While Suntory focuses more on its main products, liquors and spirits but less on beer, Sapporo’s main target seems to be craft breweries.



2.6 Conclusion

Since the 1990s, the Japanese beer market has entered a stage of maturity. On the face of it, change and dynamism are the key characteristics of the current period. Government regulations are no longer restrictive; rather, they are more open, liberalized and transparent. The number of brewers exponentially increased from less than ten in the early 1990s to around 300 in 2021. In almost every city and province in Japan, one can find local craft beers which reflect a local identity. This, in turn, has made Japanese beer products more diversified, innovative and distinctive, giving them, to some extent, a reminiscence of the re-formative period when diverse local landlords and entrepreneurs rushed into the beer industry. In addition, Japanese brewers are more active internationally. While Japan’s big four beer companies continue to dominate the global M&A, craft brewers are increasingly achieving more recognition at international beer competitions. This is why this chapter characterizes this period as “glocalization.” In spite of all of these changes, the study argues that none of these phenomena signify a major departure in the Japanese beer industry. Overall, the industry has been and still is dominated by a small number of big brewers. In 2018, they account for almost 99% of the beer market share.

This oligopolistic structure has been formed since the Japanese state started to intervene in the industry. The critical juncture that locked Japan’s beer industry into a path dependency of persevering oligopolization was the 1901 beer tax law. The Japanese beer industry has ever since been dominated by major companies, which are protected by administrative regulations to secure tax revenue. A series of legal changes and government actions during the first decade of 1900 augmented the critical juncture and thereby set into motion the oligopolistic structure of the Japanese beer industry. Once this institution was created, the path was very difficult to reverse. It does not mean, however, that there was no change in the structure. The persistence of the oligopolistic structure of the Japanese beer industry illustrated certain aspects of plasticity as well. Throughout the entire historical period, Japanese beer companies have aptly bended with the political winds of change. During war time, with the promulgation of the General National Mobilization Law in 1938, they were under the absolute control of the government. The roles of the government in oligopolization and cartelization became even stronger. Industrial cartels were no longer an option but mandatory. It was perhaps during the post-World War II period in which Japan was occupied that best provided the showcase of the plasticity of institutions. The introduction of the anti-monopoly law which was based upon the spirit of free and fair market competition could have possibly spelled the demise of the oligopoly. The comprehensive reforms under the SCAP rule did not entirely eradicate these industrial institutions but seemed to make them more informal and less observable. Indeed, the institutions withstood the challenge and succeeded in maintaining indirect cartel institutionalization in terms of coordination among companies and government agencies.

The existence of the oligopoly and cartel structure, however, does not necessarily mean a lack of competition. Only one form of competition is prohibited: price wars. This is the most important rule of the game in this industry. In order to seize more market share, the big four beer companies have to compete by other means such as packaging and introducing innovative products. Given the resiliency of these informal institutions and the strength of the big four, government intervention seems to be superfluous and anachronistic. This is why when the government lifted virtually all barriers to market entry and liberalized the beer industry beginning in the late 1980s; it did not make any fundamental changes in the industry and there is little reason to expect any major changes in the foreseeable future as well.
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3.1 Introduction

China’s beer industry took off late, but it has developed rapidly. Beer was transliterated in the early 20th century as pi jiu (Chinese: 啤酒), although at first, some used an alternate character, pi jiu (Chinese: 皮酒), meaning “skin.”1 China’s annual beer production surpassed that of Germany in 1993, ranking second in the world. After nine years, it surpassed that of the United States and became the world’s largest beer industry in terms of annual volume, reaching 23.8683 million tons. In this nearly ten-year period, the number of breweries has increased by nine times and production has increased by 17.6 times until 2008.2 Although China’s current annual beer production is among the highest in the world, its per-capita consumption is still far behind the level of other industrialized countries. Wu, Li, and Zhang (1982) argue that, since the founding of the People’s Republic of China (PRC), there have been only a few articles, books, and monographs in the history of Chinese beer. For such a large industry, it is necessary to examine how it developed, its current status, and how might it develop in the future.3 Yet exactly how has China’s beer industry evolved over time? What path-dependent factors have influenced its history? Did it experience a critical juncture toward lasting change? How have domestic and international actors influenced the path? This chapter investigates these questions.



3.2 Beer in Ancient China

Archaeological evidence from various excavations shows that alcohol has been consumed in China for at least 5,000 years.4 Chinese began developing brewing soon after malt was discovered, although the Chinese had not defined “malt” as precisely as today. The ancients used the word “tiller” (Chinese: 蘖) to indicate an agricultural product similar to malt, which had been recorded in one of the earliest dictionaries, Shuowen Jiezi (Chinese: 说文解字). China’s earliest alcoholic product similar to contemporary beer was “sweet wine” (Chinese: 醴), which refers to the use of tillers (malt) to saccharify millet rice (Chinese: 黍米) starch, then brew it into “sweet wine” with a beer-like flavor but without sedimentary residue. Compared with fermented wine made from distiller’s yeast, sweet wine has a thinner but sweeter taste.5 But because people later became enamored with white liquor, or baijiu (Chinese: 白酒), which has a stronger taste and higher alcoholic degree than “sweet wine,” beer in ancient China remained undeveloped. Another early term written by Xu Ke in Qing Bai Lei Chao was mai jiu (Chinese: 麦酒), a fermented alcohol made of barley or wheat.6 From this evidence, early on, China clearly had the potential to develop beer, but for various reasons, the evolution of beer was interrupted and lost.



3.3 Earliest True Beer—Harbin Beer

The contemporary beer industry in China was introduced from Western countries. Because of its special geographical position, Harbin became the first place to best develop a local beer culture and industry. This is because the Chinese Eastern Railway, also known as North Manchuria Railway, opened a beer market in Harbin City. In 1896, Chinese General Li Hongzhang (1823–1901) had visited Russia not only to attend the coronation ceremony of Tsar Nicholas II but, more importantly, to sign the Li–Lobanov Treaty (or the Sino–Russian Secret Treaty) between Qing China and the Russian government which allowed Moscow to build a railway from Harbin to Manchuria in the West, to Suifen River in the East, and Dalian in the South, with a total length of 2,400 kilometers. The Russian Empire took advantage of China’s defeat in the Sino–Japanese War to begin construction of an anti-Japanese military alliance, thus developing Russia’s presence in northeastern China.7

Many Russians and Europeans had come to Harbin via the railway. But beer was rarely found in Harbin at that time. The problem was not alcohol, per se, because the Chinese had been making and drinking intoxicating beverages for thousands of years (Pilcher, Wang, and Guo 2018). But acquiring beer was difficult because it was too expensive since it came from abroad. Foreign demand for beer in Harbin continued to be high. By 1922, the alien population there had more than 200,000 people, including 155,430 Russians.8

In 1900, a Prussian-Polish merchant named Jan Wróblewski established the first brewery in Harbin named after himself, Врублевский Brewery, just three years after the railway was completed. Although the annual output was only 340,000 bottles, it was able to meet the local demand, which brought huge benefits for the brewery.9 The brewery was purchased and renamed after eight years, and the name was changed to Gloria. In 1932, possession was transferred to a Chinese merchant named Li Zhuchen, who cooperated with the Czech merchant Gavrek. The brewery was jointly run by Gavrek’s wife and Li after Gavrek passed away. The name was changed again, but this time to “Harbin Beer,” which was officially registered in the Russian language. The daily output had risen to 5,000 bottles produced and stored in oak barrels, with the production of draft beer also accelerating.10 The number of employees was between 20 and 30, the brewing technology was controlled by the Russians, and Chinese workers were engaged only in ordinary production operations.11 After the construction of the railway was completed and transportation opened, a Railway Administration and General Factory was established, and various commercial banks, political agencies, and financial institutions were created in succession. Harbin thus became the largest commercial, trade, and financial center in northern Manchuria.12 Harbin quickly became a hub for beer in China.

Since beer is made from grain (e.g. soybeans, malt, and wheat), the main cargo for the Chinese Eastern Railway, transporting large amounts of grain promoted the development of local beer. Due to the unstable beer production at the time, the barley planting area and output were also very unstable but enough to meet the local demand.13 Soybeans ranked highest in terms of amount of exportation, and malts ranked second, and the chief exporting markets were not overseas, but in the Russian Far East and South Manchuria.14 Until 1911, with regard to its cargo export and import, Harbin had always accounted for more than 50% of the import volume (Tables 3.1 and 3.2).15



Table 3.1 1909–1917 Wheat Exports in North Manchuria


	
	
	
	
	
	Unit: Kiloton



	
	Total Wheat Export
	Export to Baikal
	Export to Binhai Province
	Export via Vladivostok
	Export via Changchun





	1909
	35
	-
	10
	5
	20



	1910
	83
	3
	45
	15
	20



	1911
	110
	8
	71
	-
	31



	1912
	69
	6
	40
	-
	23



	1913
	100
	-
	60
	-
	40



	1914
	77
	-
	45
	3
	29



	1915
	83
	-
	40
	3
	40



	1916
	118
	2
	33
	15
	68



	1917
	186
	21
	50
	5
	110






The export via Vladivostok was shipped out by the railway; the export via Changchun was shipped out by wagons (Based upon Tan 2016).



Table 3.2 1911–1917 Grain Exports in North Manchuria


	
	
	
	
	
	
	Unit: Kiloton



	
	Export via Changchun and Dalian
	Export via Vladivostok
	Export to Russian Far East
	Total
	Total exports of soybeans and wheat
	Percentage





	1911
	290
	467
	225
	982
	740
	75



	1912
	275
	370
	160
	805
	602
	75



	1913
	275
	370
	178
	823
	633
	77



	1914
	339
	320
	178
	837
	610
	73



	1915
	400
	500
	127
	1,027
	777
	77



	1916
	420
	355
	100
	875
	618
	71



	1917
	565
	434
	207
	1,206
	832
	69






The export via Changchun was mostly shipped out by wagons; part of the export to Russia was shipped out by ships, the rest by railway (based upon Tan 2016).

Before the 1920s, the barley and hops used to produce beer were imported. After 1921, the barley used for beer production in China was domestically produced in the Songhua River; the hops were from Yimianpo, which decreased the cost of beer production.16 At the beginning of the 20th century, many Russians chose to settle along the railway, but the hops they made were mainly used for making bread instead of beer. In 1918, the Gongzhuling Agricultural Experimental Field in the Jilin province began trial planting; in 1919, the Xiongyuecheng Agricultural Experimental Field in the Liaoning Province also conducted trial planting.17

Aside from the Russians, the Japanese played an important role in the beer industry of Harbin during 1935–1945. Of three breweries in Shanghai and two in Beijing before the end of WWII, 18 three were run by the Japanese (but not established by the Japanese, who had taken the breweries after occupying China).19

In 1932, Japan seized control of Harbin and gradually monopolized beer production there. In 1934, a number of small breweries in Harbin were combined into four large ones: the Manchuria Hop and Beer Company, the Taxing Ltd. Brewery, the Oriental Brewery, and the Wanson Company.20 The Manchuria Hop and Beer Company and its subordinate breweries were purchased by the Harbin Beer Company, which was established by another Japanese business group in 1936. In 1938, They established the Harbin Beer Co., Ltd., Xiangfang Brewery.21 The Japanese purchased eight more breweries in just one year.22 They had also completely reformed some of the breweries so that Harbin had the largest, most technologically advanced, and most professionally skilled brewery in China at that time. Takahashi Masao was the main player in the modernization of Harbin Brewery. He was the chairman of the board of Harbin Beer Co., Ltd., and did not invest tremendously to extend the scale but rather exerted mandatory acquisitions, forced purchases, annexation, and other ways to expand the business.23

But the situation for Japanese beer in Harbin worsened during World War II. By 1945, there were only three half-shutdown breweries. Following Japan’s war time defeat, Japanese political and economic strength in Harbin greatly weakened, and the beer industry became sluggish (Figure 3.1).24
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Figure 3.1 The Historical Transformation of the Harbin Brewery

Source: Based upon Ji and Zhao (2016)



According to Wu, Li, and Zhang (1982), there were thirteen breweries in Heilongjiang province (including Harbin) from 1900 to 1945.25 At the beginning of the beer industry in China, it was fundamentally controlled by Russians. Later, due to Japan’s occupation of China, the beer industry was transferred to the Japanese, not only in Harbin but in Beijing and Shanghai as well. Because of post-World War II political chaos, the operations of various brewers underwent significant changes in production, causing shutdowns and suspensions of breweries. Fortunate breweries were merged or acquired during financial crises.



3.4 Another Early Traditional Brew—Tsingtao Beer

Just as porcelain makes people think of China, cherry blossoms are associated with Japan, and cowboys remind people of the United States, if you say “the beer of China,” one immediately thinks of Tsingtao beer.26 When the Russians and Europeans started an alcoholic business in Harbin, and when Qingdao was controlled by Germany because of the war and treaty,27 another traditional brew was about to be born. The story of Tsingtao beer is similar to that of Harbin beer: both were created to meet the demand for beer by local consumers. In 1903, German and British businessmen from the German Beer Company jointly established the German Beer Company Qingdao Co., Ltd., formerly Tsingtao Brewery Co., Ltd.28 According to Han and Du (2016), 400,000 Mexican dollars required for establishing the company were raised through Deutsche Bank.29 Soon after, the German-brand beer produced by it became a hot seller in the market. The selling channels of Tsingtao beer were not only in the local market, but also in Beijing, Shanghai, Tianjin, and other major cities, winning a prize at the Munich World Beer Expo in 1906.30 Newspaper advertisements, written in German, characterized Tsingtao beer as similar to Pilsner light beer and Munich black beer.31 In 1948, the first batch of Tsingtao beer was exported to Singapore. From the information in Table 3.3, we can speculate that part of the barley that Tsingtao brewery used to produce beer may have come from Manchuria (now Heilongjiang province), which means the Tsingtao Beer Brewery was actually sharing the material origins with the Harbin Beer Brewery, further confirming that Manchuria might have been the only place at that time able to export raw materials within the beer industry (Table 3.3).



Table 3.3 1930–1934 Barley Transported to Shandong, Liaoning, from the Heilongjiang Province (Manchuria)


	
	
	
	
	
	Unit: Tons





	Year
	1930
	1931
	1932
	1933
	1934



	Amounts
	1,777
	3,860
	54
	1,093
	2,473






Based on Wu, Li, and Zhang (1982), edited by author. According to Table 4, the brewery of Qingdao beer might have used the barley transferred from Heilongjiang province (Manchuria at that time).

Tsingtao is perhaps the oldest continuously sold beer in Chinese history. It has more than one hundred years of history, as later a museum was built to celebrate its length and culture. The museum is large, at more than 6,000 square meters, and it retains the brewing equipment imported from Germany over one hundred years ago, including the lighting, the alcohol stove, and the sugar meter.

The museum possesses an impressive collection of Tsingtao beer advertising posters from the 1920s and 1930s, which shows Liubei (Chinese :刘备), Guanyu (Chinese: 关羽), and Zhangfei (Chinese: 张飞) swearing to their brotherhood, one of the most famous chapters in the Sanguoyanyi (Romance of the Three Kingdoms). Although later, one of these three heroes was either defeated/killed, what they earned in history was tremendous admiration and respect for their humility, brotherhood, courage, and loyalty. Guanyu later became a god in several folk religions in China, Thailand, and Singapore, and statues of Guanyu can easily be found in any Chinatown around the world. Not only does swearing to one’s brotherhood represent the alcoholically sacrificial culture of the Chinese, in which the more you drink, the deeper your brotherhood with the person with whom you’re drinking, but it also has a dramatic selling slogan: the Japanese deemed that the alcohol that these three brothers were drinking was Tsingtao beer,32 although this is not true. According to Pilcher, Wang, and Guo (2018), this kind of jovial, masculine, and competitive method of drinking beer started in the 1944 celebration of the Chinese Spring Festival. According to Yin (1944), “a barrel-chested man in a gangster-style coat and hat, framed by two open beer bottles in the foreground and a shelf full of bottles behind, held up a mug to the camera and challenged the reader: ‘Twenty bottles of beer – let’s empty them!’”33

Even now, in many Chinese restaurants in Tokyo, the newest poster of Tsingtao beer still alludes to the chapter of swearing to the brotherhood, but in a more colorful manga style rather than the ancient Chinese painting used in the 1920s and 1930s. The Chinese characters written in the newest poster mean “To rule the world, only the Tsingtao beer,” which continues that dream of the long-passed three brothers.



3.5 Cold War and Ideological Factors in Beer—The Story of “Bear Beer”

The world’s post-World War II political landscape and China’s political divisions also affected the beer industry. After 1945, the Iron Curtain that emerged in Europe also emerged in China and other Asian areas, as Kuomintang and the CCP started to compete with each other concerning who would conquer the other and eventually unite China’s mainland. The division that China faced was not rare, as many other countries had to choose between the Eastern and Western camps, or communism versus capitalism, respectively.

The former Harbin Brewery was taken by the Russians again. On August 19, 1945, a team of Soviet Red Army cavalry entered the Xiangfang Brewery and captured it. At the end of the year, the brewery was handed over to the Qiulin Company managed by the Soviet government, renamed Qiulin Co., Ltd, and it started to produce a new beer called Red Star.34 At the same time, Aolent Brewery (Toyo Brewery) was temporarily taken over by the North Korean Detachment of the Northeast Democratic Coalition, and it was handed to the Harbin local government in 1946 and renamed Xieshang Brewery, which in Chinese means “consultative brewery.” The term “consultative” comes from the Chinese People’s Political Consultative Conference, which was initially held the same year that the brewery was built. At that time, the function of the Political Consultative Conference was to peacefully resolve Chinese domestic affairs (nation-building) after the war with Japan. Several amendments to the draft of the Constitution of the Republic of China were proposed as well, but the conference was finally dismissed in the same year because the Kuomintang unilaterally announced the convening of a Constitutional National Assembly, which later irritated the Communist Party.

During the period when Qiulin took over the operation, the factory was unable to produce efficiently with normal brewing methods. Of the dozen breweries founded in China during the first half of the 20th century, only seven were still in operation, mostly in the northeastern part of the country, with breweries in Shanghai and Guangzhou being an exception.35 In 1946, the factory produced 2,768 tons of beer. When the PRC was founded in 1949, it produced only 103 tons.36 Finally, due to poor sales, production shrank yearly, almost shutting down, and it was later purchased by the local government as a state-owned brewery renamed the Harbin Industrial Corporation Brewery with nineteen staff and a Ford truck made in the United States.37 At almost the same time, the Xieshang Brewery was renamed in 1951, but this time, it had a more political name: Qianjin Brewery. In Chinese, qianjin means to leap forward, which was suitable for the newborn country and its national ideology. These two breweries merged in 1956 as Harbin Brewery, which became the only beer enterprise in Harbin. In the 1970s, the Chinese beer market reached a climax of development. The production equipment was greatly improved; the bottling/canning lines were each introduced from the former Democratic Germany and the former Yugoslavia.38

Global turbulence not only happened between the United States and the Soviet Union, it also occurred between China and the Soviet Union. The deterioration of Sino–Soviet relations (also called the Sino–Soviet Split), officially starting in 1956 and ending in 1991, when the Soviet Union collapsed) produced interesting interludes to the history of beer, and the case of “bear brand beer” is a typical example of this. The bear is a famous mascot in Russian culture, and it has become a symbol of the Russian nation for its burliness, sturdiness, and robustness.39

Just like Harbin beer, Bear beer was also brought to China by European merchants following the opening of the Chinese Eastern Railway in 1903.40 With the development of the city of Suifenhe in 1910, a Russian Czech merchant by the name of Uloban established a brewery in the Suifenhe area of Harbin called the Oriental Beer Workshop. In 1913, bear-brand beer went into production. The logo shapes were rectangular and printed in four languages: Chinese, Russian, English, and Japanese. The pattern was a standing, rough, sturdy brown bear holding a glass of frothy beer with its right paw, and, with another bottle under its left armpit, showing a rough-looking, beer-drinking bear.41 From 1933 onwards, because of the difficulties of transportation caused by wars, the business of the workshop had worsened, it was purchased by Harbin Beer in 1942, and the main equipment such as the filters and beer-filling machines were dissembled by the Japanese in 1944 as subsidiaries to replenish the Harbin Brewery, which resulted in the total suspension of the production of the Oriental Beer Workshop. Although the brewery resumed production in 1946, at the beginning of 1950, Soviet Russians took the saccharomyces while retreating from China, and the brewery suspended operations again.42

Mikhail Gorbachev became the general secretary of the Communist Party of the Soviet Union in 1985 when the glasnost or “open” policy was launched, and the Soviet Union started to open to the outside world and welcome more business. Seven years previously, China had opened its business to the world with the Open and Reform Policy proclaimed by Deng Xiaoping in 1978. However, Bear beer had almost disappeared for more than thirty-five years since 1950. Suddenly, as the Sino-Soviet split neared its end as a result of glasnost, business and trade re-emerged along the borderline between China and the Soviet Union. This gave Bear beer another chance to return, although this process was more difficult than before. After the civil war between Kuomintang and the CCP, the cultural revolution, the great famine, and the Great Leap Forward, including all of the human-made and natural disasters that happened domestically within these years, how could a beer brand that had disappeared thirty-five years earlier be restored?

When the two countries were opening up to trade and starting to welcome any business that could earn them more money (knowing that beer exportation was a lucrative business, no matter how hard the conditions) both sides sought to facilitate Bear beer. In fact, beer production had not been totally interrupted by the cultural revolution and other communist movements.43 Unlike steel, which could be effectively produced only in large-scale factories, beer could be brewed in small-scale communal factories, and its output peaked at 146 million liters in 1960, in the midst of the great famine (Figure 3.2).44
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Figure 3.2 Chinese Beer Production, 1949–1967 Unit: One Million Liters

Source: Based on Pilcher, Wang, and Guo (2018), Chinese beer production more than doubled during the Great Leap Forward and then dropped by 40% as a result of the famine (Ibid.: 309). The Great Leap Forward lasted from 1958 until 1962. The Great Chinese Famine started in 1959 and basically disappeared in 1961. Even discounting exaggerated production figures, the Great Leap clearly made beer more available to privileged sectors of society—including party cadres, the military, and workers in strategic industries—at the expense of China’s peasantry



However, in revitalizing Bear beer, brewers had lost the original label which had been used thirty-five years previously, and needed to find it. After a massive manhunt lasting more than eight months, a label was finally found in an elderly farmer’s house in Xiachengzi, China. Apparently, after that farmer had finished drinking his Bear beer, he peeled off the label and put it on his ceiling. After decades, the trademark has faded slightly, but it had retained its original shape and color. After negotiations, the brewery finally purchased back the bear label for 800 yuan.45 After two years of experimental tests and technical transformations, Bear beer was successfully put into production again in 1987. The color of the beer is light yellow, and the aroma of the hops is strong. In 1987, it was rewarded as a “provincial outstanding product.” At the Sino–Soviet bilateral trade talks on September 20, 1988, the Soviet Union ordered 1,500 tons of Bear beer, costing 1.8 million Swiss francs, making it the first time in history that the PRC exported beer to the Soviet Union.46

Nevertheless, modernizing Chinese brewers had succeeded in localizing the product to such an extent that the Communists sought to revitalize the production of beer rather than ban it as a symbol of Western imperialism and bourgeois decadence.47 Although Mao was sidelined by Liu Shaoqi and Deng Xiaoping insofar as the Great Leap Forward had been a disaster, the beer industry and many other industries survived.



3.6 1980s to the 2000s: From the Socialist Marketing Economy to the Romance of the Three Beer Kingdoms

Beginning in 1978, the PRC opened its gates to the global market as liberal reforms in Chinese ideology and marketing rules were implemented. Failures in Marxism-Leninism were replaced by Western capitalism. The Open and Reform Policy was launched by Chinese strongman Deng Xiaoping, who was the first Chinese leader to visit the United States since 1949 and led Communist China back to the international stage, making it the second-largest economic entity in the world. In 1992, Deng clarified China’s economic policies while claiming to maintain socialism’s Chinese characteristics with the following quote: “Let a part of the population get rich first.” Another of his quotations was, “It doesn’t matter if a cat is black or white, so long as it catches mice.” This was said to stimulate Chinese citizens to focus on making financial progress as much as possible. Although the “capitalistic way” was encouraged, fundamental policy still remained, and as in the time of Mao, this policy lasted a long time, until after the 1990s. From 1980 until the late 1990s, a wide array of preferential policies was carried out, principally through direct state intervention.48

The beer industry rode the opportunity brought from the nascent open economy; some small industries were annexed by tycoons, who expanded their beer industry chain, and unfortunate ones completely disappeared. By the end of the 1980s, the development of the Chinese beer industry had started to grow, with new breweries being built in various provinces and cities all over China, and national beer production increasing by 25%. Many provincial officials realized that the Open and Reform Policy could bring huge profits for the beer industry, thereby improving provincial financial revenue. At that time, there was a proverb that everyone knew: “Be a good county head, run a good brewery.” In the late 1980s, China implemented a “special beer project” policy. After that, more than 800 breweries had sprung up across the country, and each province and city had its own local brand. There were more than ten breweries in Beijing alone.49

Now we return to Bear beer, a typical example of what happened in the small beer industry during this dramatic period in China. Later on, perhaps responding to nationalist pressure, foreign brewers made more attempts to localize their products (Pilcher, Wang, and Guo 2018: 306). Bear beer changed its name to “Seagull beer” in 1950 to delocalize the Russian influence and also to create a new hope with the newborn PRC. Seagull beer stepped into its best time from 1980 to 1983,50 when more than 85% of the municipal financial revenue of the city of Suifenhe came from beer industries, and beer controlled the city’s wealth (p. 68). Because of the Seagull brand, beer received a loan of 1.98 million yuan to expand its brewery in 1985, and by the next year, it reached an annual output capacity of 12,500 tons, which refreshed its historical record.

Prosperity did not last long for Seagull beer: although China turned from a planned to a half-marketing economic system, bureaucratic practices harmful for the free market were deep-rooted into the climate of enterprise, such as fabricating reports and progress to reach the provincial or municipal output standard required by higher officials, financially damaging Seagull beer. In order to fulfill the requirements of higher officials, the municipal financial department sent supervisors to the brewery.51 In order to increase the sales volume, the brewery had to adopt low prices and sell on credit to reach the standard figures on output value, profits, and taxes, which sacrificed the quality of beer. Self-management was impossible at the time. The de-collectivization of agriculture and the growth of farm productivity made it possible to divert grain to brewing, but factories were still mostly inefficient, state-owned enterprises.52 As such, the quality of Seagull beer rapidly declined. The beer that was transported over a long distance was turbid and deteriorated due to constant trembling and bumps. This situation was called “beer carsickness,” and returns and claims for compensation occurred frequently. Seagull beer finally lost its competitiveness; this disastrous consequence, left over by the planned economic system, had to be borne by the enterprise itself.53

After some twists and turns over the trademarks and registered names, Bear beer was finally revived and put into mass production in July 1988, but its competitiveness was not as good as before because of the stagnation mentioned in the previous paragraph. The only customers of Bear beer were the Russians, but after Russia raised the tariffs on imported Chinese beer, exporting to Russia stopped entirely, and the local advantages of Bear beer completely disappeared.54 This situation continued until 1992 when Bear beer owed 12 million yuan of debt as the corporate asset-liability ratio reached 127%. Insolvency brought further stagnation. It was impossible to avert the reality that many small-scale breweries had collapsed because the emergence of larger companies had inevitably occurred during the transition from the planned economy to the market economy.55

During this time, there was a wave of “beer fever” in China, and drinking beer was understood as a symbol of fashion among young Chinese people. As reported by Wang (2008), from 1979 to 1992, two indicators show China benefiting greatly from the beer industry: a special loan for opening a brewery reached 3 billion yuan nationwide as many pieces of equipment and brewing skills were introduced from developed countries, and the annual rate of beer production grew to more than 30%.56 Small breweries like Bear beer faced inevitable bankruptcy. Large beer giants either started madly annexing small ones or merged with them. By 1989, Chinese beer was completely controlled by business giants, and thus, creating new breweries with new brands mostly stopped after that year. Still, products became more diverse than before, and despite the existence of fraud, the overall output and quality continued to improve. Since then, Tsingtao beer (Chinese: 青岛啤酒), Yanjing beer (Chinese: 燕京啤酒), and CR Snow (China Resources Snow Breweries Ltd.), or Huarun beer (Chinese: 华润啤酒), have dominated the domestic market of China, acting as the “three beer kingdoms.” Tsingtao beer made Shandong province the center for beer in terms of the percentage of total beer production by province in 2003.

Yanjing beer began operations in the early 1980s, a time when the living standards of people in Beijing were vastly beginning to improve. They started to drink beer, considering it a beverage of fashion. At the time, nothing seemed more enjoyable than holding a bottle of Yanjing beer on a summer night. The emphasis on drinking beer in the summer fits with Chinese humoral beliefs, which discourages the consumption of cold food or beverages during winter.57 Furthermore, people had to buy two dishes if they wanted a bottle of beer with a delivery. From such bundling sales, we can see how much beer was loved by Beijing citizens. Before the prosperity of Yanjing beer, the beer market in Beijing had been divided into two sectors: Five Stars (a brewery established in 1916 and closed in 2019) and Beijing beer (a brewery established in 1941, now Japan’s Asahi beer, the largest shareholder). Five Stars occupied the west of Beijing; however, Beijing beer occupied the east; divided by Tiananmen Square, each did not affect the other’s business territories.

Yanjing beer was nicknamed “farmers’ beer” at the time because its brewery was located in Shunyi, far from the center of Beijing. Because of the rapid development of the beer industry at that time, Yanjing beer reached an annual output of more than 20,000 tons after two years of production. At that time in Beijing, almost everyone had a bicycle, and China was also called a “bicycle country.” In order to better sell beer, Yanjing beer purchased 2,600 tricycles in 1989 on which they delivered beer to customers for free.58 One can imagine the unique and spectacular scene of hundreds of tricycles rolling simultaneously through the hutongs (Chinese: 胡同, indicating a narrow street that can only be seen in Beijing or northern Chinese cities) to deliver cold beers. By 1995, Yanjing beer had a market share of 85% in the Beijing area, far surpassing the previous two major beer giants and basically monopolizing the market, according to Chen (2019).59 At almost the same time, Yanjing beer surpassed Tsingtao beer in terms of production and sales.

Because of Yanjing beer’s near monopoly on the market, Beijing became almost the principal province of importance in China for beer consumption. This is owed to its high level of modernization and urbanization, which contributed to the high index of consumption per person. The per-capita average concealed wide inequalities within provinces, but a survey of urban consumers at the turn of the millennium found that even among the working poor, half of all households consumed beer.60 The northeast part is also high because of the long legacy of beer drinking, such as in the Heilongjiang (former Manchuria, where Harbin beer was originally found), Jilin, and Liaoning provinces.

Then the two big companies entered a war for financial capital, but this chapter does not describe this war in depth because it simply surveys history of Chinese beer. Suffice it to say that in order to obtain more financing to acquire and expand its breweries, Tsingtao Brewery was listed in Shanghai and Hong Kong in 1993. In 1997, Yanjing was listed and began to raise funds dramatically. CR Snow Beer also joined the battle. The strategies adopted by CR Snow Beer were not much different from the previous two. After that, the Chinese beer market entered its period of the Three Kingdoms. CR Snow Beer became a rising star, gaining strong capital and not comparable with many other breweries, some of which had been annexed or purchased in terms of interest. Big companies seized almost as much as 80% of the market share, but this also hurt the diverse and adventurous tastes of Chinese beer. In fact, China’s beer market became much more homogeneous after the country joined the World Trade Organization in 2001.61 The old tastes, ousting the fashion of brand design, stopped improvements in quality and forced more and newer emerging middle classes to start to seek new and higher qualities of taste (Figure 3.3).
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Figure 3.3 Sales Data of CR Snow Beer, Tsingtao Beer, and Yanjing Beer (2003–2017)

Source: Based on Chen (2019). China’s beer production now accounts for 1/4 of the world’s total: CR Snow Beer (27%), Tsingtao Beer (18%), Budweiser (17%), Yanjing Beer, and Carlsberg (less than 10%). Except for two foreign capitals, Budweiser and Carlsberg, the domestic brands that occupy the Chinese market are CR Snow Beer, Tsingtao Beer, and Yanjing Beer. The blue line indicates CR Snow beer, yellow indicates Tsingtao, and gray indicates Yanjing.





3.7 Polarized Beer Market: Chinese Craft and Fabricating Brands from North Korea

With the rise of American consumer culture, beer quickly recovered its influence in the 1970s in what is considered the “Craft Beer Revolution.” This movement that upended alcohol consumption in the United States, Canada, Europe, and Japan began to influence China in the late 2000s.62 Craft beer essentially refers to a cultural concept, and no official definition has been given. However, according to Mao (2018), craft beer usually has three characteristics:


	The annual output is fewer than six-million barrels.

	A craft-beer brewery can’t have more than 25% of its shares held by non-craft breweries.

	There is at least one chief product, or more than 50% of the total sales, without using accessories to brew. Or, if accessories are used, the purpose of using them is to increase rather than reduce the flavor.63



The definition of craft beer has been constantly expanding to become a symbol of the personality of each brand and bar as if it represents a guarantee of quality, a difference in identity, and a higher status than the beers made by mass producers. In May 2016, the first Chinese craft brewery and leading pioneer in Chinese craft for years, Shanghai’s Boxing Cat Brewery, won a medal in the World Beer Cup. Not only in Beijing but also in the megacity Shanghai, the number of craft breweries doubled to ten by 2010.64 Further, with smaller cities, such as Nanjing, Kunming, Chengdu, and Xian, the number of brewpubs has tremendously increased within five years. As globalization and consolidation homogenized the growth of Chinese beer, the cultivated urban beer drinker in China’s first-tier cities (such as Beijing, Shanghai, and Guangzhou) began to search for more diversified and higher value-added (more alcoholic) drinks.65 Meanwhile, the drastically expanding number of cafes and bars became another factor further stimulating the demand for high-quality alcohol (Figure 3.4).
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Figure 3.4 Number of Craft Breweries in China

Source: Ratebeer (Cited in Li et al. 2018: 462).



According to Chen (2019), although the output of Chinese beer ranks at the top in the world, China’s beer industry must consider two issues. The poor flavor of domestic beer has been criticized by consumers for decades, and now it is facing the impact of imported and craft beer, which have far better taste.66 Since 2014, the sales and output of domestic beer have begun to decline; in fact, since 2008, the massive production of beer has grown only slowly. At the same time, beer imports were up 85% in 2014 and another 60% the following year.67 Though that number is not big (making up only 1% of total beer consumption domestically), what is obvious is the changing taste of Chinese drinkers, as more in the middle class are seeking more adventurous and better tastes that only imported craft beer can offer. Sales volumes (of mass producers) in China have been decreasing since 2014, but brewers are increasingly looking to move away from mass-market bottled beers, which sell for as little as three yuan ($0.44), toward premium products (Figure 3.5).68
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Figure 3.5 Output of Chinese Beer over the Years (1990–2017) Unit: Output (Ten-million Liters in Gray Pillars); Growth Rate (Red Line)

Source: As analyzed by Chen (2019). The main reason for the decrease in terms of output and growth rate is that younger generations and migrant workers used to be the biggest consumers of beer, but both populations are decreasing.



China now yearns for draft beer as people are seeking an appearance of localization within the frame of a Western lifestyle. The concept of beer among younger generations is gradually changing from the night-club, materialistic, and consumeristic style to focus on the entity of beer itself in terms of its history, transformation, flavor, and quality. Discussing what is behind the beer becomes the main theme of the conversation; increasingly more communicative attributes of beer have been discovered rather than simply the alcoholic beverage per se.69 China has not historically been a beer-cultured country, but the growth of the bar culture, especially in first-tier cities, provides younger generations an alternative to embracing the localized fashion based on Western vogue. Today, Chinese urban areas are experiencing a proliferation of brewpubs and microbreweries, many of which are located in hutongs (alleyways) that capture the traditional spirit of China’s capital city.70

The location of Great Leap Brewing is near the Sanlitun district of Beijing—understood as the hottest zone in terms of nightlife. The name Great Leap Brewing originally comes from the Great Leap Forward communist movement that occurred in China from 1958 to 1962, causing millions of deaths due to the great famine led by drastic changes from the agricultural economy to the communist system, such as through the development of people’s communes and backyard furnaces. Now history is being revised to showcase the rich and serve their vibes. Where a fist once held a hammer and sickle (representing the ideology of a united communist international), this has been replaced by a fist holding a stein filled with beer, still giving the impression that this is about communism, although it really represents a place for drinkers. Added to this are stickers of the Great Wall, hops, and a slogan written by a poet from the Song dynasty (960–1279), which stands for the traditional values of China.

Since approximately 2010, a critical juncture has affected the path of China’s beer industry. Indeed, there are four drivers bringing more Chinese drinkers to draft beer.71 First is growing purchasing power and rapid urbanization; second is the adventurous Chinese drinker’s spirit; third is the increasing investment in supplies; and fourth are the concerns of China’s food safety, which have shaped the growth of Chinese craft brewing.

The first driver is easy to understand: whether mass producers’ beer or craft beer, both are products, so their consumption power depends on the consumer’s pocket, and most of the time, their pocket depends on the economic strength of the country.72 Just as in the craft beer revolution in the United States in the 1980s, the rapid rise of the middle class has constantly demanded a higher quality of material life. Minority breweries started appearing at this time, and they aimed at the middle class, which had strong consumption power. Further, ten years after entering the World Trade Organization in 2001, China became the second-largest economic power in the world. From 2016 until 2022, the percentage of poverty plunged precipitously, despite the COVID-19 pandemic.73 The number of urban households earning more than 5,000 US dollars per year is estimated to have continued growing by 24% annually, creating tens of millions of new consumers for higher-value food.74

The second reason shares similar points as the first: with the Open and Reform policy being launched, the Chinese, for the first time, have been able to taste exotic beer, and curious drinkers have particularly been drawn to the taste and culture surrounding beer from the West. A major American craft beer distributor (Lakeshore Beverage, IL) claims that out of the twenty-nine imported beer products that his company carries in China, fourteen are American craft beers.75

Third, the increasing investment in beer has been understood as a driving force that has significantly stimulated more entrepreneurs to participate in the business of craft beer. Most of the earliest craft breweries were opened by foreigners. Indeed, from 2006 to 2012, there were about twenty-five craft breweries in China. The owners of more than 80% of these were from the USA, the UK, or Germany.76 Since then, Chinese merchants have realized that the craft-beer business is lucrative, while still challenging. These merchants have learned that first they must make their way in the domestic market, which is difficult among mass producers such as Tsingtao and Yanjing, and that they lack sufficient knowledge and expertise about craft beer. Nevertheless, investment in craft breweries has been swelling since 2010. The first homebrewing guidebook in Chinese, Get Your Own Brew, brought another wave and encouraged more Chinese to try new beer tastes, showing another option beyond beer from mass producers. “More and more consumers realize there is more to beer than their familiar bland lagers, such as Snow, Tsingtao, Budweiser, etc.,” said Cong Yin, World of Beer’s Shanghai franchisee.77 The craft-beer business has expanded both financially and technically. In 2014, China Brew and Beverage (CBB) organized an international brew and beverage-processing technology and annual equipment exhibition to facilitate both domestic and international breweries in sourcing equipment in China.78

The last reason concerns food safety issues in China; consecutive food scandals and the rising awareness of food safety have caused almost every Chinese person to be nervous about the food they consume.79 Even the largest Chinese mass producer was not acquitted after several incidents, having been accused of adding formaldehyde into recipes, which made Chinese consumers more eager to demand “real” and “safer” beer. Craft beer emerged as the “savior” for Chinese beer drinkers, as most of the ingredients were imported from foreign countries, even with regard to basic materials such as barley and yeast. “A few years ago, there were only about 30 craft brewers in China; there are now over 100,” said Zhou Jingsheng from the popular industry website imbeer.com.80

Despite the fact that the growing scale of the draft beer market is not only bringing high-quality beers to consumers but also benefiting those smart alcohol purchasers to earn from the mass-producer-dominated market, the current law in China doesn’t contain an accurate definition of craft brewer; the regulations and laws are all designed for mass-beer producers.81 Both craft and mass-produced beers have to comply with the same regulations that were designed for the latter. But such rules can harm craft beers. For example, bottled and canned beers must first be filtered and pasteurized, thus removing yeast. Part of the main reason was China’s milk powder scandal in 2008, which left serious sickness to many infants, forcing the Chinese government to impose much stricter regulations to restore public trust. This influenced the beverage industry as well, including beer. However, these procedures removed flavors that craft breweries intended for their finished beers.82 Thus, craft breweries in Beijing have had to think of creative ways to expand their businesses while following restrictive rules.83 The best way to sell craft beer without violating this regulation is to sell it either in small restaurants or in brewpubs, but this could lead to multiple misbehaviors, such as failing to meet specific regulations. Since the concern over food safety, in general, is already intense, this failure in regulations might cause the government to stop the whole craft-brewing industry altogether at its very inception.84

However, China’s average per-capita income still ranks at an extremely low level among the world; most Chinese still buy mass-produced beer as their first choice, with its reasonable price and lighter taste. Capital operations have further strengthened large beer companies and mass-produced breweries still have absolute authority on discourse power; this trend is currently difficult to change.85 Three weaknesses for the draft beer industry need to be improved if it wants to prosper in China, as pointed out by Mao (2018): low quality and limited selling channel; lack of professional expertise; and divided civil organizations. Thus, in general, the draft beer industry in China is in its infancy stage, although it seems to be quickly developing. Despite the small scale and low profit in the draft beer market, its drastic growth has raised enough awareness for mass producers to rethink their market strategies. According to Zhou (2018), Tsingtao beer disclosed that to keep the loyalty of its consumers, Tsingtao must alter its tactics from 3A, which means “Available,” “Affordable,” and “Acceptable,” to 3P, which means “Pervasiveness,” “Preference,” and “Price to value.”86 Thus, mass producers have continued trying to dominate the market. As such, improving the quality of beer production with dedication has become their main objective as a means to persuade consumers to keep buying Tsingtao rather than other brands.

Chinese beer drinkers are bored with mass-produced beers, but meanwhile, draft beer, which contains higher quality and stronger taste, is limited by regulations designed for benefiting mass producers. Thus, seeking anything tasting special or exotic has become the goal for adventurous Chinese beer drinkers. At the same time, China’s beverage industry has experienced a “beer rush,” growing even faster than one can imagine. Chinese beer looks likely to grow in production and become more diverse.



3.8 Conclusion

The history of beer in China has been long, dynamic, and can be viewed through the lens of Historical Institutionalism. The evolution of beer in China started first from the historical legacies of the ancient brew of “sweet wine” to the Chinese abandoning of brewing for thousands of years until WWI. The wartime brew was brought by the railway built by Russians and was later largely influenced and managed by the Japanese. After the PRC officially took power in 1949, beer industries were again influenced by Russia and finally returned to Chinese hands. The evolution of Chinese beer has followed a path dependence influenced by changing ruling regimes and associated state regulations. But excessive state oversight has historically tended to overly determine and influence the character of beer. A critical juncture emerged in the 2010s when Chinese consumer demand for innovative beers contributed to the state permitting a “Great Leap Forward” in beer brewing. However, the changes in beer production have been too recent to judge whether they will be lasting. It undoubtedly depends upon the stability of consumer demand. Ultimately, though the domestic factors of state regulation, domestic investment, and local consumption patterns have influenced the path of Chinese beer, the international influences of mimicking Western lifestyles and attraction to foreign beer ingredients have also affected it.

Currently, China’s newborn draft beers find it difficult to compete with the long-dominating three-beer kingdoms. Although draft beer is being purchased by the quickly emerging middle classes seeking a modern lifestyle mixing Chinese cultural elements with the Western bar scene, cheaper, more common, mass-produced beer is still strongly supported by most Chinese people, especially those who have recently risen above the poverty line through the long road of China’s poverty elimination program. But the stronger the people’s purchasing power, the higher quality beers they will seek. Indeed, over time, mass beer producers will probably diminish in influence. Regulations will likely be changed as more and smaller brewpubs (even family breweries) increasingly occupy their seats in the market given that selling online has become a fast and convenient alternative.
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4.1 Introduction

The political economy of beer as a consumer good on the Korean Peninsula has been shaped by three socially constructed and institutionalized processes, sets of relationships, and identities. First, there is the conservative tradition of Korean identity and nationalism, which initially impeded the spread of beer-consuming culture, but then transformed it into a vessel for a particular expression of Koreanness and national pride. Second, related to this, originally antagonistic to the conservative trend, but after the transformation of Korean identity fusing with it, is the desire to appear modern, cosmopolitan, and above all, international. Third, we have the fluctuations of the geopolynomic1 relationships forged between the two Koreas, other members of international society, and other exogenous influences. This chapter, therefore, broadly engages with a number of institutionalist discourses as they apply to international political economy (IPE).

Historical institutionalism, a product of political science, and sociological institutionalism, which is a product of sociology, are readily understood as related and have previously been applied to the consideration of such IPE institutions as the World Trade Organization (WTO).2 Historical institutionalism emphasizes path dependency, whereas sociological institutionalism emphasizes cultural factors in the creation or alteration of institutions.3 Hence, combined, they are clearly related to all three processes listed above.

Stephen Bell has noted, however, that “historical institutionalism and sociological institutionalism are under criticism from a new ‘constructivist institutionalism’ – with critics claiming that established positions cannot explain institutional change effectively, because agents are highly constrained by their institutional environments”.4 Mark Bevir and R. A. W. Rhodes claim that while historical institutionalism exists primarily as a counter to rational choice institutionalism, its inductive, modernist-empiricist logic lacks a micro-level theory for explaining historical change and awareness and as such, reveals that it is not a distinctive approach.5 Instead, they contend, “ideational or constructivist institutionalism outlined by offers a promising way forward provided it develops a micro-theory that appeals to the beliefs and desires of actors and it breaks with the ahistorical forms of explanation of modernist-empiricism”.6

Bell substantially refutes these alleged problems in explaining institutional change as being exaggerated and asserting that they can be dealt with by using a suitably tailored historical institutionalism which places active, interpretive agents at the center of analysis, “in institutional settings modeled as more flexible than those found in ‘sticky’ versions of historical institutionalism”.7 This reformatted conceptualization of historical institutionalism clearly absorbs core elements of the social constructivist paradigm and as such, not only shares some conceptualizations with the approach advocated by Bevir and Rhodes but also serves as the foundation of the analysis pursued in this chapter.

Fundamental to constructivism is the proposition that social relations make or construct people into the kind of beings that we are. Conversely, we make the world what it is, from the raw materials that nature provides.8 There is a mutually constructive process whereby people make society and vice versa. Those empowered to act, the agents, do so within a framework of institutions. Hence, as “recognizable patterns of rules and related practices, institutions make people into agents and constitute an environment within which agents conduct themselves rationally”.9 The historical impact of institutions, therefore, is not objectively determined by the “brute facts” or “timeless truths” but rather is socially invented or constructed by the actors.10

The processes, relationships, and identities considered affect institutions and communities both north and south of the De-Militarized Zone (DMZ), and so both political entities will be explored in this chapter. Due to its closer integration into the global capitalist IPE, however, the effects have been more profound in the Republic of Korea (ROK) than they have been in the Democratic People’s Republic of Korea (DPRK), and so this is where the bulk of the analysis will take place. There are also severe challenges in obtaining reliable, up-to-date data in North Korea, especially since the country has become even more isolated during its attempts to deal with the COVID-19 pandemic. Thus, in some instances, it has not been possible to go into as much contemporary analytical detail as has been done in the chapter on South Korea.

The brewing of beer, or in Korean maekju (맥주), on the Korean Peninsula dates to 1908, shortly after its establishment as a Japanese “protectorate” in 1905, but shortly before the full annexation of the territory in 1910. The brewery concerned was established by the Japanese Kirin company. The first two indigenous companies, Josun Breweries (later Hite) and Showa Kirin Breweries (later Oriental Brewery or OB), both established in 1933, were founded during Japanese occupation (Hite Jinro; Oriental Brewery). As such, the existence of an independent brewing tradition is an important part of the nationalist discourse. Yet, as will be developed in the first analytical section of this chapter, for much of the timeframe being considered, the historical institutionalism and social construction of beer culture on the Peninsula was impeded by nationalist sentiment and/or national regulation.

It was only with the emergence of the second, cosmopolitan strand of social identity construction, and the fusion of these two perspectives that we see national pride linked with beer brewing and consumption in both the ROK and the DPRK. The second analytical section, therefore, looks at the social construction of cosmopolitan and internationalized identity as a driver for the political economy of beer on the Korean Peninsula.

Parallel to these two endogenous drivers, and interacting dynamically with them, the exogenous operating environment forms the third element of the social construction of beer culture on the Korean Peninsula. This will be referenced throughout the chapter. The final section of the chapter explores the Korean craft beer explosion and the implications for the domestic and international political economies of both the Koreas.



4.2 Nationalism, Path Dependency, and Boring Beer?

In 2012, The Economist caused uproar in South Korea by posing the following question:


Their cuisine is one of the world’s most exciting. South Korean diners would not tolerate bland kimchi (cabbage pickled in garlic and chili) or sannakji (fresh chopped octopus, still wriggling on the plate). So why do they swill boring beer?11



The magazine then answered its own question by listing key path dependencies caused by the dominant duopoly of Hite-Jinro and Oriental Brewery, the fact that some of the beers brewed by the two giants skimp on barley malt, using corn and rice instead, and legislation that hinders the emergence of micro or craft breweries into the market as the prime causal factors.12 Even worse from a South Korean nationalist perspective was the speculation that North Korea might actually be brewing better beer.

South Korean beer companies were quick to respond, denying the allegations, pointing out that most Korean beers contain more than 70% malt, that some including Hite’s Hite Max and OB’s Golden Lager were 100% malt, and anyway, that rice and corn are not cheaper than malt, but rather these grains are used in the mixture to generate a mild taste for local consumption.13 In other words, it is the preference of the local drinkers that determines the taste of South Korean beer. Hence when ales and bitters have been introduced by the dominant players, they have failed to dislodge the overwhelming preference for mild lagers.14 These rebuttals do not, however, address the causal directionality of path dependency. Do Korean consumers really prefer the taste of mild lagers, or is the market dominance determined by the availability and price of such beers when compared to the alternatives?

Likewise, at the institutional level, Korean authorities were swift to strike back at any within their reach who had the temerity to agree with The Economist that “brewing remains just about the only useful activity at which North Korea beats the South”.15

On January 10, 2015, state prosecutors leveraged the anti-North Korea National Security Law to deport Korean—American author Shin Eun-mi for praising Pyongyang, in particular for contending that North Korean beer was superior, and two left-wing lawmakers were questioned by the prosecution for allegedly supporting Shim.16

The vast majority of restaurants in the ROK continue to serve only beers from the dominant breweries. In the 1980s, Cass Brewery’s beers were major players, but after a slump, they were acquired by Jinro Coors Brewery, and toward the end of the decade were swallowed up by OB. The duopoly was once more expanded to three major players in 2014 with the advent of Kloud, an all-malt beer launched by Lotte Chilsung, made with German hops, and brewed using original gravity (Lotte). It may be that these beers are seen as the perfect accompaniment to Korean cuisine. Certainly, Gordon Ramsey, the famed English celebrity chef seems to think so.17 This perspective would also seem to be supported by the fact that Korea also exports a large volume of beer, with its main markets being Southeast Asia, where the weather is hot and humid, and the U.S., which has a large ethnic Korean population.18 Yet, this is difficult to prove in the absence of true choice and competition.

Historically, Korean drinking preferences have been for various fermented rice (and other grain and fruit) products. These range from the ancient (2,000 years) but relatively mild makgeolli, which although sometimes referred to as Korean rice wine is cloudy and more of a beer strength of around 6% volume, to the famous soju, sometimes referred to as Korean vodka, which comes in at around the 20% volume mark. It is worth bearing in mind that although the strength of Soju would seem to identify it as a hard liquor, so popular is it in Korea for drinking at all times, but especially with food, that Jinro Soju, just one of the South Korean brands, ranks as the world’s best-selling spirit brand, and year-on-year sales are still growing by a healthy rate.19

Beer has recently overtaken soju as the most consumed alcoholic beverage in South Korea, thanks in part to elevated consumer health concerns favoring products with lower alcohol content.20 According to the Ministry of Agriculture, Food and Rural Affairs of South Korea, beer now accounts for 41% of alcohol consumed, with soju coming in second at 33%.21 Social changes have also come about as a result of legislation such as the 2016 Improper Solicitation and Graft Act (Kim Young-ran Act) aimed at reducing corruption, but which also impacted the Korean corporate drinking culture.22 South Korea drank 37.8 liters (l) of beer per capita in 2020, below the global average, but more than any other country in Asia except for Vietnam, which it ranks just behind, and in terms of total consumption, the country’s 1,936 kilo liters (kl) places it in global 17th place, behind China, Japan, and Vietnam.23 Traditional alcoholic drinks remain popular; however, they have been benefitted from significant tax breaks for using rice from local areas, and have also gained from the fact they could be home delivered, whereas beer could only be delivered with food.24

In several of what have been described in Chapter 1 as critical junctures, South Korea has initiated drastic changes in state policy to address the stranglehold on beer production by the big companies. In 2011, regulations that only granted a license to produce beer to a company with production capacity of 2.77 million liters or more were relaxed to 150,000 liters, and, as a result, a wider variety of domestic beers were introduced to South Korea, yet still with a small market share.25 From 2014, further changes in the liquor law meant that microbreweries were allowed to sell their own beers outside of their own premises being able to distribute their beers to retail, restaurants, and bars.26 On January 1, 2020, the South Korean government switched from a value-based to a volume-based liquor tax system for beer and rice wine. Under the volume-based liquor tax, beer was to be subject to an 834.4 won (about 76 cents) per liter liquor tax in 2021, with beer distributed to restaurants and bars in kegs taxed at 667.5 won per liter until the end of 2022, after which it will be taxed the same as other beer.27

Such is the ongoing path-dependent dominance of conglomerates in life in the ROK, however, that the country has been referred to as the “Chaebol28 Republic”.29 Hence, despite recent changes in the political economy of beer, the big three listed above still account for around 85% of the market share.30

In North Korea, soju still reigns supreme, but beer is an (un)healthy second.31 Indeed, North Korean beer nationalism could even exceed that of the South in terms of its relationship with historical institutionalism and path dependency. Under the official Juche dogma of self-sufficiency, many staples became exclusively produced by local industry, including “all or practically all of soft drinks, wine, beer, bean paste, and soy sauce”.32 Until the mid-1990s when the state rationing system started to crumble, North Koreans would receive one bottle of Korean liquor soju and three bottles of beer for every major public holiday in North Korea.33

As is often the case in the authoritarian DPRK, further stimulus for beer culture critical junctures in the country came straight from the top. In 2000, the country’s “Dear Leader” Kim Jong-il declared the ambition to build a showcase brewery in the country, resulting in the state-owned Taedonggang Brewing Company purchasing the old brewery of Ushers of Trowbridge in the United Kingdom, importing it to North Korea, and opening in 2002.34 The DPRK regime appears inordinately proud of the beer produced as a result. In 2009, news of an advertisement for Taedonggang beer on state TV made headlines as perhaps the first such commercial, touting the healthy properties of the rice, protein, and vitamin B2 contained in the superior brew.35 In 2018, the country claimed to have launched a new beer made using an “exclusive” new brewing technique, using wheat instead of barley that was “better than existing beers in terms of its taste and smell,” and has “already gained positive reviews from North Korean citizens”.36

The South Korean reaction to the Economist article, North Korea’s acquisition of a British brewery, and subsequent production of a beer of international standard provide a clear segue into consideration of international prestige and the second analytical section on the IPE of beer production on the Korean Peninsula.



4.3 Historical-Cultural Legacies, Internationalized Identities, and Changing Flavors

Prior to their respective openings to the world, both the Joseon Dynasty/Korean Empire state of the whole of the Korean Peninsula, and the DPRK state of North Korea, were described as “Hermit Kingdoms”.37 Political entities that willfully wall themselves off, either metaphorically or physically, from the rest of the world. Naturally, such walling-off would seriously hinder the development of beer cultures in countries within which beer is not an indigenous-origin product. Nevertheless, forced opening in the case of Joseon Korea, and more of a voluntary/socially constructed sequencing in the case of the two successor states, not only provided the yeast for the fermentation of beer culture on the Korean Peninsula but also significantly impacted on flavors and historical-cultural legacies.

In 1876, the Joseon Hermit Kingdom signed the Japan-Korea Treaty of Amity, formally bringing Korea under Japanese influence, and breaking with its former tributary relationship with China. “With the growing number of Japanese immigrants to the country also comes Japanese beer”.38 Japanese influence and then dominance meant not only that Korean versions of Japanese beer were the main historical-cultural legacy, but also that, with home brewing banned, beer is seen as a luxury item rather than the drink of the masses. In 1945, with independence for both Koreas, beer production in the DPRK falls under Soviet and Chinese socialist influence, while in the ROK, the U.S. influence is such that for a short time the Americans even take over the two main breweries in the country.39

In South Korea, the heavy influence of the U.S., not to mention the continued presence of tens of thousands of U.S. military personnel meant that Korean versions of U.S.-style pale lager dominated.40 In 1981, OB formed a joint venture with Heineken Co. to produce Heineken beers.41 But given that the end product was still essentially a pale lager, even if there is an emphasis on hops in American brewing, and malts in Europe, this added little to diversity or choice.42 The same can be said about the legalization of imported foreign beers in the 1980s, with American beers Schlitz and Coors being the early beneficiaries of the policy change, followed by Budweiser.43

The Seoul government was, however, beginning to assert itself on the international stage, and there was a growing desire for international recognition as a developed, modern, and independent actor. One of the main ways that the ROK aimed to garner this recognition was through the hosting of international events. The first major international event to be hosted was the Summer Olympics of 1988. “The Olympic Games Seoul 1988 contributed to the transformation of Korea’s image, both internally and externally, from a poor, war-stricken, and divided country to a rising economy open to international cooperation”.44 As this was the final game of the Cold War, and the ROK was still an authoritarian regime, the immediate impact upon beer culture was not that great. Nevertheless, civil engagement was achieved thanks to the Olympic Games that played a role in the democratization of the country, and “encouraged the hosting of other major events, such as the 2002 FIFA World Cup and the Olympic Winter Games PyeongChang 2018”.45

The 2002 FIFA World Cup marks the true critical juncture of South Korean beer culture. In preparation for the World Cup and Busan Asia Games, the government granted licenses to microbreweries to sell their own brew in the form of “brew pubs,” allowing microbreweries with a production output of 60–300kl to sell beers made in-house.46 As mentioned above, however, other restrictions on microbreweries were to continue for another decade. Yet, the World Cup was also to shake up the brewing operations of the conglomerates, and the self-identification of the Korean beer-drinking public.

In common with other countries that had become closely tied to U.S. geopolynomic and cultural influences, the most popular sport in South Korea has long been baseball. Beer culture linked with baseball has tended, therefore, to continue to support American historical-cultural legacies, although with a few localized twists, such as consumption of squid as an accompaniment to the beer. Given American athletics prowess (although the games ended up being dominated by the Soviet Union), and the ongoing Cold War geopolitical constraints, the 1988 Olympics did little to buck this trend. But the end of the Cold War and the dissolution of the Soviet Union in 1991, followed by the Treaty on European Union, commonly known as the Maastricht Treaty, which is the foundation treaty of the European Union (EU), meant that European cultural influences were to become increasingly important.

The 2002 World Cup was for a sport, association football, in which European (and South American) teams had traditionally excelled, but the U.S. had had only limited success. The beer-drinking culture associated with sport, therefore, was likewise very different to that associated with baseball. In 1991, Hite had launched their “Stout,” a lager-type black beer made with German black malt (Hite Jinro). But the arrival of hundreds of thousands of mostly younger, beer-drinking fans for the World Cup led to a seismic change. The year 2002 marked a record number of tourists in Korea. In total, 57.7% of total tourist arrivals during the period of the event could be classified as either directly or indirectly attracted by the World Cup, generating an economic impact of US$1.35 billion in output (sales), US$307 million of income, and US$713 million of value added for South Korea, with foreign World Cup tourists provided a much higher yield compared with foreign leisure tourists, spending an estimated 1.8 times as much.47

The World Cup boosted not only the profile of association football in the country but also that of beer-drinking culture at games, in bars, and even in the streets, as South Korea superbly reached the semi-finals, cheered on at every step by their “Red Devils” supporters. Although Budweiser was the official beer sponsor of the 2002 World Cup, Hite produced a more European-flavored beer in its honor. Hite Prime was well-received by the beer-drinking public (at least in comparison to the other mass-produced beers on offer at the time), and evolved in 2006 into the aforementioned Max, the first all-malt Korean beer (Hite Jinro). The first two decades of the 21st century also saw a dramatic increase in the numbers of Koreans traveling abroad, and the distances they traveled, leading to their taste in beer becoming “more sophisticated”.48

Hence, other European-influenced beers have followed. Dry D was launched by Hite in 2010 in cooperation with the Danish brewing company, Danbrew, using a select dry yeast. Even the damning Economist article accepted this was a step in the right direction.49 Hite also produces a Lager Beer, made from malt and German hops, and Queen’s Ale, a British-style pale ale beer top-fermented and completed with a triple hopping process, and, most recently, in March 2019, Terra, made from 100% pure malt grown in Australia (Hite Jinro). The brewers further pointed to the fact that Hoegaarden, a premium Belgian beer that requires a highly sophisticated brewing technique, is produced through an original equipment manufacturing (OEM) arrangement at a South Korean plant owned by OB Brewery.50 OB makes OB Golden Lager, an all-malt beer made primarily from Perle hops, also cited in the rebuttal of the Economist, Gompyo Wheat Beer, and Aleston, British style ale sold in a black and brown variety (Oriental Brewery). As also mentioned above, Lotte Chilsung’s Kloud is likewise an all-malt beer made with German hops (Lotte).

Imported beers have also become increasingly available and affordable. Free trade agreements entered force with the U.S. in 2012, and, more importantly from the perspective of beer culture in the ROK, with the EU in 2014. Previously, while premium imported beers such as Guinness could be found in high-end bars and hotels, they would retail at anything up to US$15, while domestic beers hovered around the US$3 mark. After the free trade agreements came into force, not only could some imported beers be found at more competitive prices, and in more affordable establishments, but they also found their way into South Korean retail establishments such as supermarkets and especially convenience stores. Here, a selection of four 500cc cans of imported beer retails at around US$10 – more than approximately US$7 for the equivalent four-pack of domestic beer, but not disconcertingly so. Hence, one supermarket chain said that its sales for imported beer rose by 40% immediately after the 2014 free trade agreement with the EU.51

While beers imported from the U.S. have remained popular, real growth has occurred in European beer consumption, in particular regarding beers from Germany, Belgium, the Czech Republic, and Holland. Japanese beers also experienced a boom period, but then sales were decimated because of the popular backlash against Japan during the Moon Jae-in administration (2017–2022) in Seoul. Japanese brewing giants, Asahi and Kirin, saw sales drop precipitously by 85.9% because of a consumer boycott against Japanese goods in general.52 Australian beers also enjoyed transitory success but have now mostly disappeared from retail shelves and bars.53 Meanwhile, Chinese brewer Tsingtao has seen strong growth with its German brewing tradition heritage available at prices closer to those of domestic brews, as well as availability in Chinese restaurants, leading to its flagship brand topping the imported beer stakes in South Korea.54 The value of imported beer is currently US$223.1 million.55

During the economic slowdown caused by Sino-American and Sino-Korean geopolynomic conflicts, and the COVID-19 pandemic, combined with the rise of home alone drinking and the ongoing boycott of Japanese consumer goods, beer imports have actually leveled off, and in recent years have shown a downward trend.56 It could even be considered that beer culture in South Korea has gone full circle in terms of national assertiveness, with OB launching its “Hanmac” in 2021 touted as “Korea’s representative lager project”.57 OB’s Vice President Yoo Hee-moon noted that


Some lagers are more than just beers and represent their regions as they do in Germany, Belgium, and the Czech Republic. We hope that ‘Hanmac’ will captivate consumers with its refreshing flavor of Korean rice and become a true ‘K-Lager’ that will represent Korea.58



In North Korea, necessity has been the mother of invention, with little to no imported beer available for public mass consumption, and regular shortages caused by crop failure, mismanagement, and international sanctions.


Rice, which is commonly put into the beer of neighboring countries, such as Hite and OB in South Korea, Tsing Tao in China, and Asahi and Sapporo of Japan to make extremely light American-style macro lager, is needed for food.59



Hence the tendency toward all-barley beers, which have been praised as being significantly higher quality than the rice-infused brews of neighboring countries (c.f. among others the Economist-inspired debate above). Furthermore, the refrigeration processes normally required for brewing lagers are simply not an option in the electricity-deprived DPRK, leading to North Koreans brewing with lager yeast, but at ale temperatures in a process pioneered by German settlers in California called “Steam Ale”.60 The final product is in fact so highly rated that the question has been raised as to whether North Korean beer might be the best in Asia.61

This is not to suggest that all North Korean beer is good. According to Daniel Tudor and James Pearson, mass-market beers such as Taedonggang are available everywhere, with at least another nine such breweries around the country, meaning that the DPRK has more mass-market breweries than the ROK.62 Hence, Taedonggang only accounts for part of the North Korean beer market, and since the lack of fuel and good transportation networks have traditionally made it difficult to ship beer around the country, there are a wide array of microbreweries ranging greatly in quality from something akin to low-quality home brew, to a much more craft beer like experience addressed in the final analytical section of this chapter.63



4.4 Crafting the Future?

Craft beer brewing in South Korea dates to the turn of the millennium, with what has become known as the “first-generation microbreweries”.64 In February 2000, Brew master Park Chul founded the first-generation brew pub KaBrew, and the company has been at the leading edge of craft brewing in the country ever since.65 In 2005, KaBrew imported, sold, and started to produce the Canadian craft beer brand “Alley Kat” and introduced “Pale Ale” to Korea for the first time.66 The second generation of microbreweries launched in 2010, just in time to take advantage of the changing regulations. The pioneering Craftworks Taphouse pub opened in the cosmopolitan Itaewon/Haebangchon/Kyungridan neighborhood of Seoul, initially selling KaBrew beer, but soon expanding to stock other craft beers, and leading to a rapid spread of such bars throughout the capital and in other cities in South Korea.67

Currently, Jeju Beer, launched in 2017, is the leading player in the Korean craft beer market, with a 28% market share, but as of August 2021, there were 158 other craft brewing business registrations.68 Thanks to legislative changes, in 2020, Jeju’s three craft beers hit the shelves of the country’s five major convenience stores ― GS25, CU, 7 Eleven, Ministop, and Emart 24, and now ten craft brewers currently sell their products at convenience store outlets across Korea.69 Indeed, as a result of the legislative and cultural changes above, especially those of 2014 and 2020, craft beer has become ever-more accessible to the Korean beer-drinking public.70 Hence, in recent years South Korea has been described as enjoying a “craft beer boom”.71

According to data from convenience store chain CU, sales of craft beer have grown exponentially, up 220.4% in 2019, and nearly 500% in 2020 compared to the previous year, with similar exponential growth experienced in 2021, and Gompyo Beer made by South Korean premium beer manufacturer 7Brau becoming the best-selling beer at the convenience store chain in April of that year, outstripping the mass-produced beers.72 Overall, the craft beer convenience store market reported growth of over 500% thanks to the 2020 deregulation, and the withdrawal of Japanese brands.73 The market for craft beer in the ROK is now 118 billion South Korean Won (around US$90 million).74

The 2020 legislative revisions also allowed small-sized craft brewers to mass produce their products in a can by consigning manufacturing to large facilities, with local manufacturers only needing to report changes in the recipe or alcohol degree instead of going through complicated procedures to receive approval, as long as the modification does not affect safety. “Adding nitrogen to beer to create a smooth and silky texture will also be possible after the revision”.75

Yet the new opportunities have also brought challenges. The explosion of home drinking (dubbed “homsul”), fueled by the COVID-19 pandemic, the rise of the “Netflix phenomenon,” and the convenience store promotions on beer multi-buys, have led to domestic mass-produced beer, imported beer, and increasingly craft beers, competing for the same market.76 In particular, imported and craft beers are increasingly going head to head.77 It is much harder for smaller breweries to achieve the economies of scale, on reduced margins, to compete with the resources of the large national and international breweries.78 As a result of these twin processes, the changing tastes of the beer-drinking public, and the scaling up of the craft beer market, a degree of hybridization has occurred. Large and small breweries have looked to import international craft beers, conglomerates have looked to acquire or develop their own craft beer brands, and small craft breweries have looked to partner with much larger conglomerates, within and outside the industry.

KaBrew’s story can be seen as embodying some of these developments. Having been at the forefront of craft microbrewing, as well as importing Canadian craft beer, in 2015, the company was acquired by “Jinju Ham,” a Korean mid-sized food company, in order to continue to expand, since which time the company has built two more breweries, which expanded the production capacity by five times.79 The company expects the Korean craft beer market to become a 300 billion won or US$250 million-dollar market by 2024, accounting for 6–7% of total beer sales, with KaBrew aiming to return to the front of the pack.80 Craft brews already make up 13% of convenience store sales.81 7Bräu Gompyo Wheat Beer, a collaboration between flour maker Daehan Flour Mills and local craft brewer 7Bräu, sold 5 million units since its launch.82 Canned food maker Yoo Dong teamed up with Satellite Brewing to launch Whelk Beer in December 2020, as part of a growing trend in pairing craft beer with traditional Korean food.83 Indeed, more than 100 small-scale breweries have welcomed the new regulations, meaning that they can increase production but can only do so in cooperation with bigger partners.84

The launch of Hite’s Queen’s Ale in 2013, and OB’s Aleston were at least nods in the direction of the conglomerate-produced craft beer trend. “In 2018, OB acquired the entire stake of local craft beer firm Hand Malt Brewing to meet the rising demand for craft beer among consumers”.85 In June 2021, OB formed a craft beer collaboration team known as the Korea Brewers Collective to come up with its own recipe and partnered with non-brewery names and retailers in releasing Nordisk Camping Beer with the GS25 convenience store chain, and outdoor clothing brand Nordisk, Baekyang BYC Vienna Lager with the CU convenience store chain and underwear brand BYC, and Kyaah Beer with 7-Eleven and food delivery service Baedal Minjok.86 Lotte Chilsung Beverage Co, the makers of Kloud, has entered OEM partnership with microbreweries since February 2021, contracting with Jeju Beer Company for the production of Jeju Wit Ale, Sevenbrau for Gompyo Wheat Beer, and The Satellite Brewing for Juicy Fresh beer.87 Only Hite has so far refrained from jumping on the craft beer bandwagon, focusing instead on expanding its Terra brand.88 It does, however, import products of the British craft ale firm BrewDog for local sales.89

Anheuser-Busch InBev SA/NV (AB InBev), the multinational conglomerate responsible for popular global brands Budweiser, Stella Artois, Corona, and Hoegaarden, which all sell well in the ROK, has also enjoyed considerable success with its craft beer arm, Goose Island Beer Company. In May 2021, Kyochon F&B, a well-known fried chicken franchise, acquired Indulge Korea’s craft beer division and is planning to develop their own craft beer to serve at stores to service the demand for craft “chimaek,” (fried chicken and draught beer).90 “Even convenience store chains, such as GS25 and Emart24, are planning to acquire small liquor manufacturers to develop their own craft beer brands”.91

Changing tastes and drinking habits have not necessarily positively impacted the political economy of beer in South Korea, however. The overall market for beer in the ROK has contracted slightly, and not solely as a result of reducing imports, mirroring a general decline in all Asian markets with the exception of Malaysia.92 There are concerns in the industry that the decline in consumption in Korea could follow a similar pattern to that of Japan.93 Furthermore, while the growth in “homsol” has been driven by younger drinkers and women drinkers, who generally want something different from the fare traditionally offered up by the big brewing chaebol, there are concerns that, particularly in challenging economic times, the emphasis could be, going forward, on cheap beer, on low and non-alcoholic beer, or even upon non-beer alcoholic products.94

It has been noted that, even though the craft beer industry in the ROK is on the rise, many Koreans are still not ready to pay up for these specialized beers, and it is not easy to convince Koreans to spend more money on beer when the Korean economy has been hit by multiple shocks from the COVID-19 pandemic, through trade wars, to the actual hot war being fought in Ukraine.95 In 2017, Hite introduced FiLite which, as it is technically not a beer under Korean Standards due to its low malt content (around 10%), is taxed less and is therefore cheaper.96 The Ministry of Food and Drug Safety (MFDS) of the ROK has expressed concern that the dramatic uptick in fruit wine consumption (up 30.4% in 2020) could undermine their efforts at promoting more responsible drinking in South Korea. They have further noted a distinct preference for products under 10,000 Korean Won (around US$9), with most fruit wines coming in under this threshold.97 At the same time, there has also been a dramatic increase in the drinking of “highballs”.98

Finally, although starting from a low base, and a relatively new phenomenon, the rise in home brewing could ultimately pose a further challenge to the political economy of beer production in South Korea. A growing number of online and shopfront stores offer kits and ingredients, including the online operations of Coopers DIY Beer (originally from Australia), Craft Brewer, Goodbeer, and Beer School, and Seoul Homebrew, the first storefront homebrew supply store and distribution center in South Korea.99 There are also growing online communities, clubs, and blogs dedicated to the hobby.

Despite these reservations, however, the U.S. Department of Agriculture still views South Korea as “an excellent beer market for quality producers, including the U.S., as consumers are increasingly looking for quality and diversity in their beer consumption,” and, in particular, the role of opinion-leading, young Korean consumers has been emphasized.100 Furthermore, the “green” credentials of locally sourced ingredients and locally produced craft beers offer additional hope for the long-term resilience of the ROK beer culture.101

Returning to the initial analysis of Korean national identity and the political economy of beer in the ROK, going forward, the key will be to tap into the culture, which will involve long-term strategies, using local ingredients for craft beers that Koreans know and are familiar with, and producing beers that “go well with local Korean cuisine such as hot spicy dishes/stews”.102

In North Korea, as addressed above, poor infrastructure and historic scarcity, with sanctions making asphalt and petrol hard to come by, leading to it being very hard (if not impossible) for beer to be shipped around the country, has led to the development of a large number of microbreweries.103 Many, but not all of these are situated in hotels, and the quality of the beer produced does not always match that of the macro breweries, let alone reach craft brewing standards.104 North Korean representatives in the Czech Republic approached the Zvu Potez brewing company in the Czech Republic directly to address some of these challenges. The North Koreans were taken to several Czech microbreweries to choose the type of beer that appealed to them the most, and then, with the support of Zvu Potez, the DPRK “opened a microbrewery in the Rason Special Economic Zone in late 2013 and equipped it entirely with Czech-made appliances and hardware”.105

There are reportedly “many different beers in the country, ranging from steam beers to oatmeal stouts, to chocolate porters and pale ales”.106 The preference, however, seems overwhelmingly for forms of steam beer described above, with fewer hops used than North American equivalents, and hence less of a craft beer mouth feel. This could, perhaps, be explained by difficulties in importing or growing hops, but one expert visitor found it much more likely that, “in a climate that naturally grows the hop plant, the lack of hops is more easily explained by palate of Koreans”.107



4.5 Conclusion

Traditionally a region of the world dominated by rice-alcohol products, the political economy of beer on the Korean Peninsula got off to a slow start and was seen as part of an alien culture. It was initially imported by the forces of external domination, Japan and then the U.S. in South Korea, Japan and then China and the Soviet Union in North Korea, and for long was hampered by internal bureaucratic restrictions, chaebol dominance to the south of the DMZ, and party dominance to north. Yet, direct government intervention in both the ROK and DPRK created critical junctures, which were then exploited by the plasticity of formal institutions supported by cultural changes and external influences.

Once nationalism in both South Korea and North Korea, among policy elites and among the general public, came to be equated with modern, successful, developed, and above all international and cosmopolitan societies, the beer-drinking cultures and political economies of the ROK and DPRK changed rapidly and dramatically. The new millennium marks the turning point in both countries, as detailed above. Preparations for the 2002 World Cup, and its aftermath, transformed legislation and culture related to the consumption of beer in South Korea, while Kim Jong-il’s direct intervention in 2000 did the same in North Korea.

Ironically, however, it was the intervention of a British weekly magazine, the Economist, suggesting that the DPRK had done a better job of transforming that led to a further revolution in beer culture in the ROK. As pointed out by David Volodzko,


South Korea used to be swimming in appallingly bad beer, so it would’ve been hard to believe the country could become the center of Asia’s craft beer scene, or that the movement would be led by a handful of immigrants—or, least of all, that it would all begin in North Korea.108



National pride in the ROK simply would not allow a situation where beer in the DPRK was viewed as superior to continue. Aspirational images and influences can also be found in other aspects of Korean consumer life and media, from driving high-end imported cars to the fact that in the Oscar-winning South Korean movie “Parasite,” the downtrodden Kims evolve from drinking FiLite to drinking Sapporo as they embark on their social climbing.

Long the butt of criticism and jokes by foreign visitors, expatriates, and even local consumers, South Korean beer has evolved to offer a great many options at affordable prices. There are ongoing concerns that low prices may not be achievable or sustainable for craft beers, which despite all, local mass-produced beers still dominate market share, and that Koreans may actually start to drink less, or at least focus their consumption on other alcoholic beverages. Nevertheless, the outlook is generally bright for producers and consumers alike. In North Korea, sanctions, juche, and COVID-inspired self-isolation provide additional challenges, but again, at least for anybody who is able to visit, they will now be able to guarantee access to drinkable beer.
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Originally intended to boost the morale of Japanese officials in colonial Taiwan (1895–1945), beer soon became popular with the local population. Since the first commercial mass production of beer at the beginning of the 20th century, the Taiwanese beer industry has undergone manifold changes, leading to diversified and highly consumer-oriented markets with significant growth potential. Apart from the Japanese colonial era, there have been other critical junctures in its development. More specifically, the Kuomintang (KMT) government retreated to Taiwan and expanded the beer production after the lost civil war in China. Moreover, innovative entrepreneurs and an increasingly affluent society fascinated by Western culture brought about the proliferation of the American “Old West” beerhouse in the 1980s. Growing popular demand for political liberalization further contributed to this new but disputed social phenomenon. Finally, democratization, globalization, Taiwan’s entry into the World Trade Organization (WTO), and tensions with neighboring China paved the way for further fundamental changes in the Taiwanese beer industry. This chapter investigates the roles of different stakeholders (i.e., the state, entrepreneurs, society at large, and foreign actors) and their underlying motives in terms of prohibiting, producing, promoting, and consuming beer throughout different evolutionary stages.


5.1 Introduction

Global beer consumption has steadily increased in recent years amounting to US$ 640 billion in 2021.1 Emerging trends of socializing and parties, especially among urban millennials and working professionals, represent one of the major factors contributing to the growing demand for beer worldwide. The industry has also benefited from technological advancements in terms of online distribution channels and sales platforms. Product modifications, such as flavored, alcohol-free, and low-sugar beer variants, and new applications, such as the adoption of beer as a cocktail ingredient in distilleries, have further positively influenced the growth of global beer production. Moreover, extensive promotional activities, mass media advertisements, and celebrity endorsements on social media platforms have substantially contributed to the increasing preference for beer over other alcoholic beverages in developing economies.2


5.1.1 Global Convergence of Consumption

Globalization has played a key role in the shifting transnational consumption patterns of alcoholic beverages.3 Traditionally, latitude, domestic agricultural production, and history determined a nation’s consumption. Economic integration over the last few decades has however significantly weakened this relationship.4 That is, global trade has led to a convergence in terms of consumption and taste. More specifically, consumers in traditional beer nations, such as Germany, Belgium, and the UK, increasingly switch to wine, whereas traditional wine nations, such as France and Spain, have experienced a relative decline in wine consumption and a rise in the share of beer in the overall consumption of alcoholic beverages.5

Moreover, global adult per-capita consumption increased from 5.9 liters to 6.5 liters over the last two decades and is forecasted to reach 7.6 liters by 2030. Low and middle-income countries are the driving forces behind the trend. Although most alcohol is still consumed in Europe, demand is declining mostly because of health concerns and public health policies.6 Asia’s alcohol consumption, however, has more than doubled since the beginning of the millennium.7 Resembling developments in Europe, the beverage mix has altered considerably, showing a convergence in terms of consumption and taste. More specifically, the share of spirits has fallen from 90% in the 1960s to 70% in recent years, whereas the demand for beer and grape wine has increased over the same period (Table 5.1).



Table 5.1 Recorded Alcohol per Capita Consumption Volume and Shares of Wine, Beer, and Spirits


	
	Consumptiona
	1961–1963 (%)b
	2016–2018 (%)b



	
	1961–1963
	2016–2018
	Wine
	Beer
	Spirits
	Wine
	Beer
	Spirits





	China
	0.4
	3.6
	1
	2
	98
	4
	41
	55



	Hong Kong
	0.8
	2.4
	2
	36
	62
	25
	46
	29



	India
	0.4
	2.1
	0
	1
	99
	0
	4
	96



	Japan
	3.8
	7.1
	0
	19
	81
	4
	29
	67



	Korea
	3.7
	7.8
	0
	1
	99
	1
	21
	78



	Malaysia
	0.3
	0.4
	2
	66
	32
	8
	75
	17



	Philippines
	0.5
	3.2
	0
	49
	51
	1
	29
	70



	Singapore
	1.0
	1.5
	2
	70
	28
	18
	67
	15



	Taiwan
	2.3
	3.8
	0
	2
	98
	3
	26
	71



	Thailand
	0.3
	4.8
	0
	6
	94
	0
	28
	72



	Other Asia
	0.2
	0.2
	1
	5
	94
	3
	13
	84



	All Asia
	0.6
	2.5
	1
	9
	90
	3
	27
	70



	Rest of world
	4.5
	3.4
	30
	26
	24
	11
	30
	42



	World
	2.5
	2.9
	30
	25
	45
	10
	29
	61






Source: Anderson (2020).

a These data are volume-based in liters of alcohol.

b The bold numbers indicate which beverage has the highest share in total alcohol consumption volume in the period shown.

With beer consumption dropping in favor of spirits, developments in the Philippines differ considerably from regional trends. In all other states, the share of beer in the alcoholic beverage mix has increased. China experienced the largest shift in consumption patterns. Although spirits still dominate the market, China has overtaken the US as the world’s largest beer market and producer. Taiwan and Thailand are among the states in the region with substantial increases in the share of beer in the overall beverage mix.8



5.1.2 Taiwan and the Global Trend

Broadly speaking, increased tourism, migration, and global social media platforms have not only accelerated the convergence of consumption patterns but have also brought about hybridization or even homogenization in terms of lifestyles and taste (Colen and Swinnen, 2016: 193; Leifman, 2001).9 The rising global demand for high-premium beers among consumers with higher disposable income, the increase in the number of female consumers, and the growing popularity of fruit-flavored, low-alcohol, and low-sugar beer variants are part of this global process. Since the end of World War II, Taiwan has evolved into one of the twentieth richest and most competitive economies. More importantly, it is a vibrant democracy with a highly developed and globally well-connected consumer society. As such, Taiwan has been strongly influenced by global developments and trends in consumer markets.

The Taiwanese beer industry has undergone manifold changes since the start of the first domestic brewery in 1920 under Japanese colonialism. At the time, beer was rather unknown to the local Taiwanese population and almost exclusively consumed by members of the Japanese ruling elite. Two decades later, beer had become a common commodity among the local population. Under the postwar authoritarian KMT government, beer production increased steadily. In the 1980s, “Old West” beerhouses mushroomed in urban areas. The new type of drinking place offered people from all walks of life an unconstrained environment where they could relax and spend time with friends and colleagues after work. Beerhouses were inexpensive and open to the public. Most of the other nighttime drinking venues at the time tended to be in dark places, rather secretive, and much more restrictive in terms of gender and class. The beerhouse thus represented something new and promising. It reflected the growing public demand for political freedom and self-expression.10 The political liberalization of the late 1980s and early 1990s coincided with the gradual deregulation of the beer market that gave people access to foreign brands – to foreign narratives.

The consumption of beer and the beerhouse offered an alternative narrative of lifestyles and values, further cultivating the latent formation of an indigenous Taiwanese identity. Historically, Taiwan has never been a ‘subject’ in history. Whether during the Manchu Qing Empire (1683–1895), the Japanese Empire (1895–1945), or the postwar KMT era (since 1945), Taiwan has only been an appendage of someone else’s subjectivity.11 In more recent history, the rise of the craft beer industry exemplifies the island republic’s search for identity. Intentionally or unintentionally, craft beer and other commodities such as bubble tea have become expressions of local identity and resistance to Chinese irredentism.12

In line with the overall framework of this volume, the chapter investigates the role of the state, political actors, and private enterprises, as well as influence from abroad, in the shaping of Taiwan’s beer industry. More specifically, it addresses the following set of questions. To what extent have state, society, and capital influenced the path of beer production, and how? To what extent has beer production changed since the onset of the path? Was there a critical juncture in the history of beer production that abruptly changed its course? To what extent is there a craft beer industry in Taiwan?

The chapter is organized into four parts. First, following the introduction, it looks at the role of the Japanese colonial government in establishing a local beer industry and introducing beer as an alternative alcoholic beverage. Second, it examines the growth of the beer industry during the postwar authoritarian KMT rule as well as the role of beer in the socio-political transformations of the 1980s. Third, it scrutinizes the beer industry in a modern democratic Taiwan. That is, it looks into the principal beer companies, the international share of the market, the role of the state, political actors, and the advent of Taiwan’s craft beer industry. Finally, the chapter offers a conclusion.




5.2 Japanese Colonialism

During the Ching dynasty (1683–1895), large numbers of migrants from China settled in Taiwan in search of economic opportunities.13 The new settlers lived in rural communities among people of the same ancestral, language, or religious background, and established clan associations based on consanguineous ties.14 As civil bureaucrats and military personnel could neither effectively administer the island nor protect the property of landlords, the Ching officials had to rely on family clans to ensure social order and economic growth.15 As such, the production and sale of alcoholic beverages were carried out by small family owned businesses. Official statistics suggest that there were over 3,000 such businesses involved in the industry in the late 1890s. Production was small, inefficient, and mostly restricted to rice wine (mijiu), red rice wine (honglujiu), and medicine liquor (yaojiu). Yeast and other ingredients were mostly imported from China.16

The Ching government ceded Taiwan to Japan in 1895 in accordance with the Treaty of Shimonoseki. Under Japanese colonial rule, the production, distribution, and sale of alcoholic beverages were monopolized by the state. Although the prime aim of the monopoly was to extract capital from the new colony, it substantially contributed to the development of the industry. The colonial government set up eleven facilities to produce indigenous alcoholic beverages, such as rice wine and red rice wine, as well as Japanese sake and beer. Moreover, research facilities were established to facilitate the production of indigenous yeast, increase productivity as well as efficiency, expedite mechanization, and reduce costs.17


5.2.1 Changing Consumption Patterns and the Rise of Beer

The consumption of alcoholic beverages during Japanese colonialism changed in several ways over time. Apart from the private consumption at home, drinking parlors (jiujia or jiulou) became popular public places. Most of the parlors were small and decorated in Ching style, but around 1916 several new parlors were built in the inner-city areas or in the vicinity of ports. They usually occupied several floors of Western-style buildings with dozens of function rooms, barber shops, and bathhouses. In the early years of colonialism, parlors were mostly frequented by Japanese officials and the local intelligentsia. The new and more spacious parlors however increased competition and many owners decided to cater to larger audiences. In the late 1920s, parlors not only became affordable to the common people, but also evolved into public places where they would gather to discuss politics or social issues, form business ties, or just relax after work.18

Through higher production capacities and the introduction of new products, the colonial government could meet the increasing demand for alcoholic beverages. Apart from the traditional Japanese drinks, such as sake, beer was introduced to the local consumer market. When the Japanese arrived in Taiwan, beer had already been popular in Japan while it was something unknown to the local population. The Japanese demand was met by importing beer from Hong Kong and Japan.19 Beer from Hong Kong accounted for about 10%. In 1906, the government decided to levy heavy import duties (25%) on foreign products and within a year the import of beer from Hong Kong was no longer lucrative and only Japanese beer was sold on the Taiwanese market.20 Between the years 1897 and 1906, the total average annual consumption amounted to 5,000 hectoliters. It doubled over the following years. Notwithstanding, local production still appeared unprofitable. The demand for beer increased rapidly between 1917 and 1919. Finally, in 1919 local Japanese entrepreneurs decided to build the first brewery. Two factors accounted for the surge in demand. First, there had been a steady increase in the number of Japanese residents. Second, beer had become popular with local Taiwanese consumers.21



5.2.2 Domestic Production

The Takasago Malted Beer Company was established in 1919 and in the same year the construction of the first brewery in Taipei began. The brewery covered an area of 14,000 ping (4.6 ha) and construction was completed within a year. Most of the equipment was secondhand and came from an old Hawaiian brewery.22 In June 1920, the first batch of beer entered the domestic market. The production target was one hundred thousand cases (30,240 hectoliters) per year for domestic sale and export. The initial quality of the produced beer was however inferior to the imported Japanese products. Moreover, production in the first year reached only one-tenth of the target output. Ten years later, approximately half of the expected production output level could be met. Takasago beer had a market share of about 35%.23 Although competitiveness in terms of quality and productivity improved over the years, the brewery was far from being profitable.

As the brewery was part of the colonial government’s attempt to demonstrate its ability to govern Taiwan, the brewery was a project of prestige and losses were covered through the state’s monopoly on the production and sale of alcoholic beverages. As the state was short of manpower, it refrained from nationalizing the brewery and allowed Takasago to operate the business despite the losses. In 1933, the state’s monopoly agency began to buy all the domestically produced beer and distribute it together with the imported Japanese beer. Thereafter, sales increased and the targeted production output level of 30,000 hectoliters per year was reached in 1939.24



5.2.3 Beer as a Symbol of Modernization

Japanese colonialism not only established beer as a popular drink but also laid the foundation for domestic production. The development of a Taiwanese beer market was part of Japan’s national development policy. More specifically, at the beginning of the Meiji restoration, leading government officials, such as Home Minister Okubo Toshimichi, believed that the wealth of a nation was determined by its products. Moreover, industrial development was considered crucial in Japan’s policy of “northern defense” (hokuhen no bobi) against advances by Russia.25

More importantly, the imperial government’s vision of industrial progress included the production of beer.26 In the late 1880s, influential political figures, such as Prime Minister Kuroda Kiyotaka, were convinced that beer was the “beverage of the new era” (shinjidai no nomimono). Dozens of foreign experts were hired to train Japanese technicians and to lead the development of industrial plants and agricultural projects. Hokkaido was chosen for the indigenous cultivation of barley, wheat, rye, and hops to make Japan’s beer industry self-sustainable and less vulnerable to fluctuations in global trade, such as might occur in wartime. Moreover, studious young men were dispatched to Germany and other countries to obtain knowledge about modern brewing.27

The Japanese effort paid off. At the end of the 19th century, the beer business in Japan boomed and its breweries could achieve a modest share in the East Asian market. During World War I, Japan could take advantage of the military conflict in Europe and the limited supply of beer to the East Asian beer market. Moreover, the prestige and popularity of beer increased during the Great War as domestic brands were served aboard Japanese Navy ships and breweries engaged in patriotic beer advertising.28 Beer emerged as a symbol of modernization and as such explains the origin and growth of the Taiwanese beer industry.




5.3 Kuomintang Rule

At the end of the Second World War, the US as the principal occupying power authorized the KMT government of China to administer the island of Taiwan.29 The new government took over the assets of the Japanese monopoly bureau including the privately owned brewery. The Takasago Brewery Company was renamed Taipei Beer Company (taibei pijiu gongsi). In 1946, it produced 9.6 thousand hectoliters of dark and white beer – about a third of the prewar output.30 The state monopoly on the production, distribution, and sale of alcoholic beverages was first lifted but soon re-enforced when the KMT realized its economic importance to the state coffers. During authoritarian rule (1945–1987), over half of the government’s revenue came from the state’s monopoly on tobacco and alcohol.31


5.3.1 Restructuring the Alcoholic Beverage Industry

In 1949, the KMT under Chiang Kai-shek lost the civil war in China and retreated to Taiwan. More than eight hundred thousand Chinese Nationalists fled to Taiwan, accounting for about 10% of the island’s population.32 The influx of Chinese migrants and the departure of Japanese officials and businesspeople led to changes in consumer preferences. Previously popular products, such as sake, were no longer in demand and production ceased soon after the arrival of the KMT. There was, however, growing demand for alcoholic beverages popular with the new arrivals, such as Shaoxingjiu, a variant of Chinese yellow wine (huangjiu), and sorghum liquor (gaoliang).33

During the first decade of KMT rule, consumption was, however, mostly determined by reduced production capacities caused by inflation, corruption, and mismanagement. The KMT officials pursued a policy of ethnic nationalism, forbade languages other than Mandarin, and took over positions in key industries. The local population increasingly considered the new government a foreign regime that came to loot the island. Restricted political and civil rights, growing economic hardship, and social injustices finally culminated into the so-called 2–28 Incident of 1947 and the subsequent massacre of thousands of civilians.34

Between 1950 and the mid-1960s, Taiwan received economic aid from the US government, which helped the KMT regime to implement important industrial and agricultural policies, such as land reform and import-substitution industrialization.35 Rapid economic growth after the hardship of the immediate postwar years contributed to significant changes in consumer behavior. Inexpensive alcoholic beverages, such as fermented red glutinous rice (Honglujiu), were considered inferior and production ceased in the mid-1960s.36 Beer, on the other hand, regained popularity and supply capacities soon reached pre-war levels.



5.3.2 The Return of Beer

During the early stages of governance, the KMT regime lacked the necessary technical expertise to run the brewery business. The monopoly bureau thus sent technicians to West Germany to study modern brewing techniques. Apart from the transfer of know-how, ingredients and various equipment were imported from West Germany to improve production.37 Three major extension projects were carried out in the 1960s and most of the major equipment replaced in 1974. Production could thus be increased from one hundred thousand hectoliters in the late 1950s to over five hundred thousand hectoliters in 1974. A year later, the Taipei brewery was renamed Jianguo Brewery.38 Despite the improved production capacities, the brewery could not meet the rising demand and two more breweries went into operation, one in the city of Taichung and one in the southern city of Tainan. By the end of the 1980s, annual beer production reached 4.3 million hectoliters (Lee, 1996: 183).39

The changing nature of public drinking places contributed to the growth of the beer industry. The Japanese colonial drinking parlors continued to exist. Local historians refer to the 1960s as their golden age. In the late 1950s, parlors regained popularity and business started to boom. However, most of the operators were believed to be members of organized crime syndicates. As such, reports about public officials frequently visiting parlors gave rise to public criticism. Consequently, the KMT government passed several new laws that should regulate the operation of parlors more strictly. In 1962, the law distinguished between those parlors offering hostess services (jiujia) and those without such services (yinshidian). The former was subject to expensive annual license fees and high taxation. Moreover, legislation in the mid-1960s forbade public officials to visit hostess parlors.40

Although stricter laws and regulations made it more difficult to run business and numerous parlors indeed were forced to close, the industry expanded rapidly by adapting to the changing environment and public demand. Parlors in Taipei, for example, began to offer live music and dance performances attracting large crowds of people and improving the industry’s public image. More importantly, beer increasingly became the preferred alcoholic beverage served at such places.41



5.3.3 Korea, Vietnam, and the American Bar Boom

Taiwan’s geopolitical importance in terms of the US policy of containing Communism in Asia brought about the emergence of the American bar as a new type of public drinking place. The Korean War (1950–1953) highlighted Taiwan’s strategic importance and cooperation between Washington and Taipei intensified. The US funded several important military and civil aid programs between the years 1950 and 1965. As such, the number of advisors and military personnel stationed in Taiwan increased considerably, especially after the signing of the Mutual Defense Treaty in 1954.42

Soon, a whole new industry emerged to serve US personnel. American-style bars mushroomed in the vicinity of military installations around the island. In Taipei, the US Taiwan Defense Command was established on Chongshan North Road, an area popular for drinking parlors during Japanese colonial rule. Most of the bars were converted semi-detached houses. By law, English signs had to be placed at the entrance. Bars would often have large glass windows covered up with red and green curtains. Some had large wooden doors with glass and others Western saloon doors. Typically, they had dim lights, one bar counter, a few tables, and chairs. The front of the bar served as the lobby, and there would either be several rooms at the back, or the main bar area would be partitioned by screens or high-back bar stools.43

Bars required a special license to operate. Nevertheless, entrepreneurs opened bars illegally inside guesthouses or similar places. Legal and illegal bars exclusively catered to foreigners. Residents considered them forbidden establishments. Typically, pubs were owned and operated by immigrants from Shandong, China. Thousands of women were employed at the bars to entertain the guests. During the 1950s, most of them were Chinese immigrants who had come to Taiwan because of the civil war. In the 1960s and 1970s, local women, aborigines, and later immigrants from the Philippines, Thailand, and Indonesia worked at the bars. Military personnel were allowed to visit the bars between four in the afternoon and midnight. Licensed tour guides (daoyou) would assign bar girls to the patrons. The movement of military personnel was restricted. Local police and US military police would patrol the bars every twenty minutes. 44

The number of US personnel increased rapidly with Taiwan becoming part of the Rest and Recuperation Program (R&R) in November 1965. Under the program, military personnel could choose Taiwan among other destinations in Asia for a short vacation. The program lasted until April 1974. In total, almost a quarter of a million Americans came to Taiwan for vacation.45 The pullout of American troops from Vietnam led to a decrease in military personnel coming to Taiwan. Moreover, the public increasingly considered American bars as moral decay and lawmakers were urged to scrutinize their operation. In 1968, city governments started to charge bar owners a licensing fee of about half a million New Taiwan Dollars. Six years later, local governments decided to no longer issue new bar licenses and announced a fivefold increase in the annual licensing fee. Soon, the industry vanished, and a new form of public drinking place emerged.46



5.3.4 The Beerhouse as the National Brouhaha

Food and beverage stalls have always been common around traditional markets and in front of temples. During Japanese colonialism, small street restaurants (ludian) were popular in the Hsimen area and at Yuanshan night market in Taipei. Stalls would be surrounded by bamboo fences to give some privacy to the patrons who mostly were Japanese officials or businessmen. In winter sake would be served and in the hot summer heat beer. After the war, wood replaced bamboo as the major building material and some sort of mezzanine, an elevated area that projects in the form of a balcony with Japanese tatami mats, was added to the original simple bamboo structure.47 Moreover, Taichung became the home of a unique form of public drinking places – wine stalls (jiutan). These open-air drinking places would usually consist of two to three tables and several chairs. Surrounded by colorful deco, they would be set up next to each other along the Green River Canal in downtown Taichung.48

The concept of enjoying food and beer outdoors reemerged in Taipei in 1983 with the opening of a new type of drinking establishment known locally as the “beerhouse” (pijiuwu) in Tienmu, a trendy northern suburban area of Taipei. The following summer, a dozen of beerhouses started to do business in the same area of Tienmu along Section 7 of Chung-shan North Road.49 Soon, the new type of drinking place could be seen not only at other popular places in Taipei, such as the areas around Anhe Road, Jen-ai Road, and Tun-hua North Road, but also in other cities, such as Hsinchu, Taichung, Hualien, and Kaohsiung. According to media reports, over 150 beerhouses were in business around the island by mid-1986.50

The architectural style of the beerhouses appeared to be an advancement of the simple wooden structures that demarcated and embellished the business areas of food and beverage stalls at night markets.51 A variety of whole logs and raw wood products were used to simulate a cross between the log cabin and the Old West saloon.52 Large oak barrels, wooden wheels, cowboy hats, and other artifacts of rural American life decorated the establishments.53

Most of the beerhouses at the time preferred this log cabin-saloon style over the contemporary structures of board and plastic for two reasons. First, most of the early beerhouses replaced failing restaurants or other businesses. Using raw wood as the main material did not require entrepreneurs to invest much into their new business. Second, the log cabin-saloon style was not only economical but also established a highly visible profile. That is, it appealed to the Taiwanese fascination for Western culture. The common attraction to elements of American lifestyles and values can be explained by Taiwan’s dependence on and close links with the US. Fast-food chains, such as McDonalds, Wendy’s, and Kentucky Fried Chicken, popular television series and movies shaped the mostly idealized and distorted perception of life in America.54

The beerhouse should create an ambience similar to Hollywood’s wild West – a male-dominated society seeking pleasure at the saloon.55 The beerhouse became the establishment where people would hang out with friends after work or for a late-night drink. Apart from beer, local dishes, such as fried clams, fried crab legs, and snails, were served. Billard tables and dart boards were also available for entertainment.56

However, not everyone was happy about the beerhouse boom. Soon, the beerhouse turned into a national brouhaha. The public outcry had to do with the unfortunate situation that most of the beer houses operated in residential areas. That is, they were often built on the ground floor of existing apartment buildings. By the mid-1980s, newspapers consistently reported about the complaints by residents living in the vicinity of the beerhouses. Residents were furious about the excessive noise and traffic congestion caused by the customers. There were also complaints about vandalism and public urination on the residents’ property. Moreover, health authorities were concerned with sanitary facilities, the generally deplorable state of the kitchens, and the tendency of operators to add unfiltered water to the beer to increase profits.57

Public protests put pressure on local governments to deal with the negative side effects of the beerhouse phenomenon. Some officials, such as the police chief of Taipei proposed harassing customers so that eventually only a few people would visit the beer establishments. City councilors suggested that special recreational areas be established to move the beerhouses away from residential areas. The mayor of Taipei, however, was rather apologetic when he said that the lack of recreational opportunities led to the proliferation of beerhouses. He also defended the government’s slow action in terms of shutting down the businesses by pointing out the legal issues involved. That is, in most cases, beerhouses operate in grey areas of the law with perhaps only parts of their activities being illegal. The legality of a complete demolition or shutdown of businesses had to be investigated carefully to avoid legal conflicts with the operators.58

More specifically, operators would register their business not as restaurants or clubs but as another type of enterprise consistent with zoning regulations. Beerhouses were mostly located in areas zoned for light commercial activities, such as convenience stores. Such businesses had a tax rate of about 0.6%, whereas the tax rate for bars and restaurants amounted to 12%. In other cases, the obtained business license would cover daytime business activities but prohibit nighttime operations. Although fined for illegally operating beerhouses or obstructing traffic, most operators were neither worried about the fines nor did they have any intention of paying them. They believed that by the time the courts act the beerhouse boom would probably be over anyway.59

Soon, a war of wits between city governments and the beerhouses emerged. As such, operators would turn off the lights when city authorities showed up at the establishments, but business would return to normal after a while. Some operators would shut down their business and reopen under a different name or at a nearby location.60 Others would declare their business as cultural activities, plant flowers, and provide parking spaces to win the sympathy of residents. More creative operators would work on bizarre solutions such as setting up floating beerhouses on lakes. Whenever authorities arrived to demolish the illegal constructions, the operators would let the beerhouses float to the middle of the lake.61

Although dozens of beerhouses were demolished and most of the establishments closed their businesses during winter, the establishments would rebound every year with the return of higher temperatures in April. The stalemate between the government and operators of beerhouses continued much to the frustration of residents until the late 1980s. In the end, it was not the government that brought about the demise of the beerhouse boom, but market constraints and changing consumer behavior. That is, renting business spaces were getting more expensive and service personnel was harder to find. Operating beerhouses had thus become less profitable and attractive. More importantly, the beerhouse lost public appeal as other forms of entertainment, such as KTV parlors, were (re)discovered.62

The beerhouse was something new and exciting in the early 1980s as it offered people from all walks of life an inexpensive place to relax and spend time with friends in an unconstrained environment. Previous postwar nighttime drinking places had been more secretive and restrictive in terms of gender and class. The beerhouses reflected the growing public demand for freedom and self-expression.63




5.4 Democratic Era

The liberalization of the beer market coincided with the island republic’s political liberalization. In 1987, martial law was lifted, and entrepreneurs were allowed to import beer directly from European and American producers. The ban on print media advertisements was lifted in the same year. However, foreign brands remained banned from promoting their products, and only retailers and importers were allowed to engage in such activities. In 1994, restrictions on Japanese and Southeast Asian beer imports, as well as TV advertising, were lifted. Taiwan’s entry into the WTO in 2002 and the subsequent end of the state’s monopoly system marked the final step in the deregulation of the domestic beer market. (Lin, 2009: 6).64

As shown in Table 5.2, the liberalization of the beer market increased overall supply from 3.5 million hectoliters in 1986 to about 5 million hectoliters at the end of the century. The most significant change in the beer market came with the Japanese breweries entering the market and the legalized use of TV advertising in the mid-1990s. For the first time, the share of imported beer reached double digits while the beer market itself began to stagnate. Competition between the state-owned domestic brewer Taiwan Beer and dozens of foreign imported brands intensified. Producers tried to create new markets by introducing and promoting different types and flavors. Dark beer, for example, was popular with consumers in the late 1990s. However, the hype lasted for two years only, and pale lagers returned with Kirin emerging as the number one imported beer brand.65



Table 5.2 Taiwan Beer Market (1986–2000)


	
	Domestic
	%
	Imported
	%
	Total
	%





	1986
	3,527,780
	100.00
	-
	0.00
	3,527,780
	100



	1987
	3,877,123
	93.45
	271,634
	6.55
	4,148,757
	100



	1988
	3,970,746
	96.60
	139,879
	3.40
	4,110,625
	100



	1989
	4,325,320
	97.29
	120,364
	2.71
	4,445,684
	100



	1990
	4,434,075
	96.00
	184,860
	4.00
	4,618,935
	100



	1991
	4,552,770
	96.23
	178,519
	3.77
	4,731,289
	100



	1992
	4,396,760
	96.01
	182,939
	3.99
	4,579,699
	100



	1993
	4,478,266
	95.32
	219,972
	4.68
	4,698,238
	100



	1994
	4,789,730
	93.09
	355,336
	6.91
	5,145,066
	100



	1995
	4,322,228
	79.36
	1,124,100
	20.64
	5,446,328
	100



	1996
	3,898,503
	72.61
	1,470,583
	27.39
	5,369,086
	100



	1997
	3,964,466
	73.54
	1,426,083
	26.46
	5,390,549
	100



	1998
	3,803,806
	72.21
	1,463,555
	27.79
	5,267,361
	100



	1999
	4,135,588
	77.47
	1,202,517
	22.53
	5,338,105
	100



	2000
	3,832,050
	82.67
	803,386
	17.33
	4,635,436
	100






Source: Huang (2005).

Unit: Hectoliter.


5.4.1 Taiwan Beer in a Competitive Environment

In this stagnating and highly competitive market, state-owned Taiwan Beer suffered the most. By 1996, the company had lost a quarter of its market share in the domestic beer market (Table 5.2). Although the government levied NT$30 per liter from the sale of imported beer to compensate for losses in monopoly revenue, Taiwan Beer had to reposition itself in the market to boost sales and increase its competitiveness.66 Analysts at Taiwan Beer noticed that the brand was most popular with the older generation of beer consumers, whereas younger consumers preferred imported brands. The latter market was, however, economically more important because of its potential to grow, whereas the former was stagnating. Foreign brands were thus specifically targeting young adults. Heineken, for example, produced advertisements featuring young celebrities or young people enjoying Heineken at social gatherings. Apart from enjoyment, beer consumers in Taiwan consider “freshness” an important sign of quality.67

Considering these trends, Taiwan Beer decided to reposition its brand in the domestic market. Taiwan Beer should become the preferred brand of young consumers. The company started its repositioning by introducing green bottles and launching a series of advertising campaigns emphasizing the “freshness” and youthfulness of the Taiwan Beer brand. More specifically, the original brew continued to be sold in brown bottles, whereas a modified version of the original lager was launched in 2003 and sold in green bottles and cans labeled Gold Metal. Its latest lager called 18 Days specifically highlights its “freshness”. As suggested by the product name, the lager has an expiration date of eighteen days.68

Moreover, popular singer Wubai and aboriginal pop diva A-Mei were hired to bring the brand closer to the younger consumers and to highlight the indigenous Taiwanese character of the brand. Following the example of foreign brewers, the company also engaged in initiatives to revitalize the on-trade business and its relationship with retailers and wholesalers. The company, for example, hired over 140 scantily dressed young women to promote the brand in bars and restaurants. The attempts played an important role in the company’s market penetration strategy. As a result, Taiwan Beer partially regained its market share by the late 1990s and succeeded in positioning itself as a young Taiwanese brand.69



5.4.2 The Free Market and the Beer Wars

Competition in the Taiwan beer market intensified with the island republic’s entry into the WTO in 2002. Taiwan’s beer market was now open to all foreign producers – including those from China, the world’s largest beer-producing nation. Moreover, Taiwan’s import tax of 5% had to be phased out by 2005, reducing the cost of imported beer. Apart from the loosened restrictions in the import market, the state’s monopoly system ceased to exist.70 The Taiwan Tobacco and Wine Monopoly Bureau was renamed Taiwan Tobacco and Liquor Corporation (TTL). The company remained, however, state-owned and as such in control of Taiwan Beer. With the end of the monopoly system, Taiwan Beer not only had to compete with imported brands but also had to deal with an increasing number of private brewers. Foreign markets thus appeared to be a feasible alternative and China was soon considered the preferred destination because of its market potential.

TTL completed the necessary application procedures for its beer to be launched in the Chinese market in July 2004. The Chinese government, however, refused to approve the application on the grounds that geographical names may not be part of trademark registrations. It suggested that Taiwan Beer be registered and sold under TTL Beer instead of Taiwan Beer. Taiwan Beer argued that the decision was politically motivated since several Chinese beer brands, such as Tsingtao Beer, Beijing Beer, and Harabin Beer, also used geographical names as trademarks.71

The decision led to several protests and calls for a boycott of Chinese beer brands. It was also seen as a major setback for TTL because it expected the profits made in the Chinese market to compensate for the losses caused by Taiwan’s WTO entry and the subsequent deregulation of the domestic beer market. More specifically, Taiwan Beer lost 8% of its share in the domestic market to the Chinese beer brands Tsingtao and Yanjing.72 The dispute dragged on until 2008 when the Chinese government finally approved the registration of Taiwan Beer. Taiwan’s pro-China policies under the then newly elected President Ma Ying-jeou finally paved the way for Taiwan Beer’s entry into the Chinese market (Chang, 2009).73



5.4.3 Private Industrial Brewing

With the end of the state monopoly on the production of beer in 2002, private enterprises could engage in brewing their own beer. In terms of market shares, the craft beer industry was insignificant. However, several large industrial breweries have emerged over the years affecting the growth and composition of the domestic beer market.

Taiwan Tsing Beer set up the first postwar private brewery in 2005. The company was established in 2000 and operated as the official distributor of Tsingtao Beer from China. With the new brewery, the company started to produce Tsingtao domestically alongside its own branded draft beer Longchuan. Draft beer has become one of the largest competitors of Taiwan Beer in the domestic market.74 In 2022, Heineken signed an agreement to assume majority ownership and management rights of the brewery. Taiwan is Heineken’s second-largest export market in the world, after the US.75

In 2018, a further industrial brewer entered the market. The King Car Group, famous for Mr. Brown Coffee and Kavalan Whisky, started to operate its first brewery in Taiwan with an annual output of one hundred thousand hectoliters. Under the Buckskin brand name, authentic German Helles and Hefeweizen are produced in the brewery with hops, malt, and yeast imported from Germany.76 In the same year, King Car launched the Buckskin Restaurant Group with its flagship Beerhouse serving Western dishes. The brewery also runs a Japanese-style Yakiniku restaurant and a beer taproom in Taipei.



5.4.4 Market Developments

As shown in Figure 5.1, Taiwan’s domestic beer market has only slightly increased over the last decade. It peaked at 5.7 million hectoliters in 2017 and has remained stagnant for the last few years. The amount of imported beer has almost doubled within the last ten years and reached 2.1 million hectoliters in 2020. During the same time, domestic production decreased by approximately 20%.
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Figure 5.1 Taiwan Beer Market (2009–2020)

Although the market share of Taiwan Beer dropped from 85% in 2009 to 60% in 2019, the state brewer remains the largest producer of beer in Taiwan.77 Other important players in the beer market include Heineken, Kirin, Tsing Beer (Longchuan), and Budweiser (Figure 5.2). Exports of domestically produced beer have decreased in recent years from a peak at 9 million liters (2.2% of total domestic production) in 2010 to 5 million liters (1.5% of total domestic production) in 2020.78
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Figure 5.2 Leading Brands in Taiwan by Sales (2019)

About 42% of imported beer comes from China (Table 5.3), followed by imports from the Netherlands. Notwithstanding, Heineken has traditionally been the largest foreign brand in the Taiwanese beer market. Import statistics are misleading, as many international brands, such as Budweiser, have either set up breweries or warehouses in China. The popularity of Chinese beer brands has dwindled over the years. The deregulation of the market first led to an influx of Chinese brands. Tsingtao, for example, grabbed 9% of Taiwan’s beer market in 2002. Curiosity and Tsingtao’s reputation as China’s first and best brew created a short-lived hype. Other imported Chinese brands such as Yanjing are hardly seen in stores and restaurants around the island these days.79



Table 5.3 Top 5 Supplying Countries of Imported Beer (2020)


	
	Volume
	%
	Value
	%





	China
	900,864
	42.1
	61.3
	30.0



	The Netherlands
	679,473
	31.8
	82.3
	40.3



	Japan
	180,744
	8.4
	17.5
	8.6



	USA
	62,464
	2.9
	0.7
	0.3



	Singapore
	61,202
	2.9
	1.0
	0.5



	Other
	255,235
	11.9
	41.2
	20.2



	Total
	2,139,982
	100.0
	204.0
	100.0






Source: Directorate General of Customs, Ministry of Finance.

Unit: Volume in hectoliters; Value in US$ 1,000.

In recent years, the beer market has been diversified and consumption behavior has undergone several changes. The deregulation of the beer market moved consumption away from the traditional lager offered by state brewers to all types of brews and flavors. Beer has benefitted from as well as contributed to the changing environment of the restaurant scene. Apart from the classic neighborhood restaurant that would serve Taiwan Beer, a whole new range of stylish restaurants and bars has emerged. In the 1990s, bars and restaurants serving imported beer brands such as Heineken and Kirin became popular. A decade later, fancy places serving imported and home-brewed craft beer started to enter the competitive market.80

As such, dining pubs have become the latest fad in Taiwan’s restaurant business. Although they are nothing unusual to the industry, the number of dining pubs has increased rapidly in the inner-city areas of large cities. They have emerged as the ideal place for people aged thirty to forty-five years who would like to enjoy food together with fine wine or premium beer. Industry insiders explain the phenomenon by pointing at social changes. A decade ago, youngsters would hang out at coffee shops to escape the reality of the financial crisis and to establish their own private comfort zone. Now these coffee shop hipsters have decent jobs but cannot afford to buy their own homes due to skyrocketing real estate prices. Disposable income is thus spent on fine dining and lavish lifestyles.81

In the past, dining pubs would be frequented by men in their forties, whereas in recent years the typical customer ranges between thirty and forty-five years and is female.82 Research confirms that Taiwan is experiencing a gender convergence in alcohol use. Stricter regulations on alcohol-impaired driving have decreased alcohol use among males, while social changes have affected the role of women in society and their drinking norms. As such, a rise in alcohol use among young females has been recorded.83



5.4.5 The Craft Beer Industry: From Lager to Fruit Beer

Although the deregulations of the 1990s brought some diversity to the beer market, it was the end of the state’s monopoly on brewing that revolutionized the brewing industry. Most of the current trends in Taiwan’s beer market, such as flavored and low-alcohol beer, have their origin in the craft beer industry.

Soon after the abolition of the monopoly system in 2002, several small beer breweries entered the market. Most of the new enterprises were set up by beer enthusiasts who would spend most of their time creating their own brew but would be short of a detailed business plan and ideas of how to distribute their products. That is, craft beer brewers were confronted with the fact that conventional distribution channels were not interested in their brew because of low-profit margins and the small production scale. Within a few years of operation, most of the craft beer breweries closed their businesses because of stagnating sales figures and a lack of future perspectives.84

However, some entrepreneurs were successful at establishing themselves in the competitive beer market. The lack of proper distribution channels for craft beer made the concept of operating restaurants popular with breweries. Jolly Brewery located in Taipei, for example, was one of the first private breweries that started business in 2002. It never focused on selling its products to retailers or restaurants. Instead, its business concept was to brew beer exclusively for its own Thai-style restaurants.85 As of 2022, Jolly Brewery runs two restaurants in Taipei and one in Taichung. Over the years, dozens of small breweries throughout the island opened restaurants serving their own beer. The most successful and largest private craft brewery operating restaurants is the Long Sun (Sunmai) Brewery. The brewery not only produces different brews for its own fourteen chain restaurants Le Ble d’or, but also has distribution agreements with major retailers.86 In 2008, the first foreign craft beer brewer entered the Taiwanese market. Over the years, Gordon Biersch has extended its network of brewery restaurants throughout the island.87

Apart from the pub brewers, there are several businesses focusing on the private label market or localized flavors. North Taiwan Brewing, for example, is a pioneer in crafting beers with indigenous flavor profiles. Founded in 2002, the company got popular with its lychee beer. In addition to its own branding, it produces beer sold under private labels for musicians, fashion magazines, and hotel chains.88 DB Brewery was founded in 2005 as another producer of localized beer to highlight Taiwan’s capability of producing high-quality beers. DB products feature the flavors of the various rather iconic agricultural products of the island. With a market share of over 40%, the brewery has become Taiwan’s largest craft beer producer for private labels in recent years.89 Taihu Brewing and Taiwan Head Brewers are two other influential breweries in the market. The former produces beers for corporate clients, such as EVA Air, Starbucks, and the Regent Hotels Group. The latter was founded in 2015 by well-known figures in the craft beer industry. Ray Sung, for example, is the founder of Taiwan’s largest homebrew club, Taiwan Homebrew Maniacs, while Leo Yeh established the island’s first liquid yeast company.90



5.4.6 The Craft Beer Movement and the Formation of a Taiwanese Identity

The craft beer movement has its origin in the US and can be seen as a protest movement against oligopolistic trends in the beer market and the production of increasingly standardized beers.91 However, the Taiwanese craft beer movement is not so much a movement to vitalize the beer market as it is a movement embedded in the island republic’s search for an indigenous identity – an identity beyond Chinese irredentism. The rise of the craft beer industry has coincided with the growing political demand for democratization and the right to self-determination. Since its start in 2002, there has been a discourse on what makes a Taiwanese craft beer Taiwanese. The use of local ingredients has become a determining issue. Sunmai, one of the pioneers in the industry, became popular with its honey lager and seasonal pinkish strawberry ale. Although malted barley and hops are imported from Australia and Germany, the brewer uses Taiwanese strawberries, passion fruit, and Longan honey to give its products a local touch (Figure 5.3). The company’s brewing philosophy is to produce beer that reflects the island’s (agri)cultural diversity – a philosophy widely shared by supporters of the Taiwanese craft beer movement.92
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Figure 5.3 Sunmai Honey Lager and Passion Fruit Beer

Apart from Sunmai, North Taiwan Brewing, Taiwan Head Brewers, DB Brewery, and Taihu Brewery are among the most popular brewers trying to create a distinctive Taiwanese style of beer. Taiwan Head Brewers, for example, use local peanuts, tarots, and coriander leaves (Figure 5.4), whereas North Taiwan Brewing got famous with its lychee lager and its “independence” (duli) beer (Figure 5.5). The latter specifically reinforces the political concept of the craft beer movement by featuring the Taiwanese metal band Chthonic (shanling). The band has been active in using its music to build awareness of the tragic events in the island’s history. Members of the band are acclaimed artists and political activists advocating Taiwan’s international status as an independent nation-state and self-determination for Tibet and the Uighurs. The political wing of the band is represented by vocalist Freddy Lim, who served as chair of the Taiwan chapter of Amnesty International (2010–2014) and has been a member of parliament (Legislative Yuan) since 2016.
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Figure 5.4 Taiwan Head Brewery – Peanut, Taro, and Coriander Beer
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Figure 5.5 North Taiwan Brewing – Yu Her Pau Litchi Beer, Independence Beer (Chthonic), and Lychee Beer

The craft beer industry introduced local fruit flavors as a distinctly Taiwanese identity. In search of niche markets and to defend its market dominance, Taiwan Beer followed in the craft beer movement’s footsteps. In 2011, the state brewer launched its fruit beers in bottles and cans. Locally grown mangos and pineapples were among the fruits used in the brewing process (Figure 5.6). Within six weeks, Taiwan Beer sold over 5 million bottles of fruit beers, grabbing 6% of the domestic beer market. Fruit beers proved to be popular with young and female consumers. Moreover, the low-alcohol content of 2.8% instead of the typical 4–5% makes fruit beers more attractive to health-concerned drinkers.93
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Figure 5.6 Taiwan Beer: Pineapple Beer, Honey Beer, and Mango Beer

Although the use of local ingredients has become an important feature of the Taiwanese craft beer industry, there is disagreement among brewers as to what extent local ingredients ought to be used in beer to be regarded as Taiwanese. Some brewers consider adding local fruit flavors as enough, while others urge the industry to keep all production at home. For example, Taipei-based brewer Alechemist started business several years ago with a clear focus on domestic agriculture. The company tries to restore barley as a domestic crop. During Japanese colonialism, six breeds of barley were grown in Taiwan. Domestic production gradually decreased in postwar Taiwan and in the 1990s vanished due to plummeting global prices. Moreover, Taiwan Beer replaced malted barley with Ponlai rice in the 1960s because of its abundance, further reducing demand for locally grown barley.94




5.5 Conclusion

This chapter has analyzed the role of the state, political actors, and private enterprises, as well as foreign influences, in the shaping of Taiwan’s beer industry. At the beginning of the chapter, four questions were asked. To what extent have state, society, and capital influenced the path of beer production, and how? To what extent has beer production changed since the onset of the path? Was there a critical juncture in the history of beer production that abruptly changed its course? To what extent is there a craft beer industry in Taiwan?

Turning to the first question, during Japanese colonialism (1895–1945) and Chinese Nationalist (KMT) authoritarianism (1945–1987), the state oversaw the production and distribution of beer. The lifting of martial law in 1987 not only brought about democratization but also led to a deregulation of the beer market. Private entrepreneurs entered the market and challenged the dominance of national brewer Taiwan Beer. Apart from commercial interests, stakeholders in the industry began to regard the consumption of beer in beerhouses and similar places as part of their changing cultural and political identity.

In answer to the second question, beer production has been strongly influenced by traditional German brewing principles and techniques since the onset of domestic brewing in 1920. During the last twenty years, however, global influences, market liberalization, and Taiwan’s contested international status have gradually moved production away from a state monopoly to a more diversified market with a few industrial breweries and several dozen small independent brewers who are in search of a more indigenous Taiwanese beer.

As to the third question, there have been several critical junctures in the development of Taiwan’s beer industry. Japanese colonialism marked the first critical juncture. The first brewery was set up, and beer became popular with the local people. Beer production suffered during the first decade of postwar authoritarian KMT rule but soon recovered. The political liberalization of the 1980s brought about a further critical juncture. Beer and the consumption of beer reflected the common attraction to elements of American lifestyles and values as well as the growing demand for freedom and self-expression. Taiwan’s entry into the WTO further vitalized the beer industry. The end of the state monopoly allowed home brewing and the increased emphasis on using local ingredients in the brewing process.

In answer to the fourth question, although the market share of craft beer is below 2%, craft beer brewers have influenced domestic beer production and consumption. More specifically, the philosophy of the craft beer industry is to produce beer that reflects Taiwan’s (agri)cultural diversity. As such, local fruit is added to the brewing process and the domestic production of barley promoted. The rise of Taiwan’s craft beer movement coincided with the process of democratization and the growing demand for self-determination. Over time the movement has become increasingly embedded in the island’s republic’s search for an indigenous identity – an identity beyond Chinese irredentism.
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… one way to catch that elusive thing called national identity is let

people realize that they truly are what they drink.

Ambeth Ocampo, Filipino Historian




Iba ang may pinagsamahan! [Shared experiences are incomparable!]

San Miguel Beer’s iconic advertising tagline




6.1 Introduction

Beer is among the favorite alcoholic beverages in the Philippines.1 The Philippines beer market reached US$2 billion (in retail prices) with an average per capita consumption of US$19.97 (in terms of value) in 2015. By 2025, the Philippines beer industry is projected to amount to US$3.41 billion (in retail prices).2 With an estimated 90% market share, San Miguel is undoubtedly the country’s top beer brand.3 San Miguel also happens to be the oldest brand in the country. The company has been brewing beer for well over one hundred years. Consequently, the growth trajectory of San Miguel has mirrored the critical junctures of historical state-building in the Philippines – from the Spanish and American colonial period to postwar reconstruction, authoritarianism, redemocratization, and globalization.

Historically, San Miguel has been a witness to Philippine state-building. Culturally, it has been embedded in the Filipino national psyche and plays a role in nationalist mythmaking with its media advertisements.4 The beer-based conglomerate has astutely ridden the cycles of state-society-market dynamics and effectively seized advantage of windows of opportunity for profit at critical junctures. Moreover, it has adapted to the shifting terrains of domestic, regional, and global markets. From beverage and food manufacturing, it successfully diversified to heavy industries.5 Politics has been a significant part of its corporate arsenal in all of its successes.

The chapter will address the puzzle: How did San Miguel maintain its near monopoly of the Philippine beer industry for over a century? It will outline the historical legacies and sequencing of the development of the beer industry in the Philippines, highlighting state-market dynamics and the role of political and business actors in shaping the beer industry. Specifically, it will focus on San Miguel as both the object and subject of political maneuvers and power accumulation within a weak Philippine state.

This chapter will delineate the development of the Philippine beer industry from the perspective of Historical Institutionalism – an area of research that investigates how temporal processes and events impact the origin and transformation of institutions that govern political and economic interactions.6 Historical Institutionalism shows how political struggles are mediated through institutions. Specifically, it stresses how configurations of institutions constructed in the past shape politics in the present, frequently in opposition to the wishes or interests of individuals.7 The institutions that focus on historical institutional analyses – from party systems to the structure of economic interests such as business associations – can significantly shape and constrain political strategies. Still, they are also the result (whether intentional or unintentional) of deliberate political strategies, political conflict, and choice.8



6.2 Historical Institutionalism and State-Market Dynamics

Historical institutionalism is one of the major strands of institutionalism that have emerged in political science in recent years, including rational choice institutionalism, sociological institutionalism, discursive institutionalism, and feminist institutionalism. Institutionalism is a general approach to studying political institutions, a set of theoretical concepts and assumptions about institutional traits, political agency, performance, and change.9 Its proponents maintained that institutions are central to understanding political conduct and outcomes, not only for a post-hoc explanation but to predict the shape and dynamics of ongoing political initiatives. They focused on how institutions ordered political life by constituting actors and constraining their conduct.10 Institutions refer to the formal rules, compliance procedures, and standard operating practices that structure the interactions between individuals in various politico-economical entities. Institutionalists have contributed to building analytical bridges between state-centered and society-centered analyses.11

Aside from state-society dynamics, institutionalism can also be mobilized to delineate market organization. There are numerous ways in which relations between the state, business, and politics can simultaneously vary within a country over time and among different countries. The degree to which business is politically organized, public views about it, links between diverse interests and political parties, institutionalized ties between business and government, and organized interest opposition varies from place to place and across time.12 In the Philippines, personal relationships facilitate the functioning of economic, political, and social institutions. Where relationships are “personal” and institutions and the rule of law is weak, trust and reliability often take precedence, transforming them into expedient absolutes. There may be few other means to offer predictability and stability to circumstances. The relationships between politicians and businesspeople serve as the tendrils via which extremely private economic interests are channeled back into a more localized and fractious political life.13

The literature points to the “weak state” in which powerful elites continuously capture numerous formal sites of government power. The Philippine state has been unable to cultivate an effective social coalition capable of supporting sustainable industrial growth and development.14 The state has instead nurtured a national oligarchy whose strategy of capital accumulation had long depended on favorable access to state apparatus. As one scholar astutely puts it, “business is born, and flourishes or fails, not so much in the marketplace as in the halls of the legislature or in the administrative offices of government.15”

Following this book’s institutionalist focus on political economy, this chapter will investigate the path-dependent evolution of the beer industry in the Philippines over time, with a particular focus on San Miguel. Like most countries in Asia, the development of the beer market has been shaped by different types of state regulation, corporate alliances, political predation, and other factors. Market share and beer innovation are typically influenced by the extent of state control over the domestic beer business. Ultimately, the future of various countries’ beer industries has been influenced over time by historical-cultural legacies, the degree of coherence between economic and political forces, as well as structural considerations (see Chapter 1).



6.3 The Philippine Beer Industry

Beer is a US$3 billion industry in the Philippines, growing at an average rate of about 3% per year for the period 2012–2020. In 2018, beer registered the largest share (76%) of alcohol products consumed in the Philippines.16 This was followed by distilled spirits (e.g., gin, whiskey, and rum) with 23% and wine (1%).17 Japanese beer manufacturer Kirin estimated that per capita beer consumption was only 13.3 liters in 2020 and that the total Philippine consumption registered 1.46 billion liters.18 Figure 6.1 shows the trend in per capita beer consumption for the period 1961–2019. For the period, per capita beer consumption in 2019 represented thrice its level in 1961.


[image: ]
Figure 6.1 Per Capita Beer Consumption in the Philippines, 1961–2019

Source: WHO Global Health Observatory as reported by Our World in Data.



The Philippine beer industry is composed of two large commercial brewers, importers, and several artisanal (craft) brewers. The two large commercial brewers are San Miguel Brewery and Asia Brewery (AB). Of the two, San Miguel is the oldest and largest, with over 90% market share and a distribution network consisting of more than 470,000 retail outlets. It owns and operates five breweries outside of the Philippines namely: Hong Kong (San Miguel Brewery HK), China (San Miguel Guangdong), Indonesia (PT Delta Djakarta), Thailand (San Miguel Beer Thailand), and Vietnam (San Miguel Brewery Vietnam Co.). As of 2022, it offers different brands of alcoholic and non-alcoholic beer, including Pale Pilsen, Premium All-Malt, San Mig Zero, Red Horse Beer, San Mig Light, Cerveza Negra, Flavored Beer, Super Dry, Kirin Ichiban, Gold Eagle Beer, and San Mig Free. These beer brands are exported to more than sixty countries worldwide. Some of its major export markets include Taiwan, Malaysia, Korea, Singapore, Japan, the US, Australia, the UAE, and Qatar.

Asia Brewery, founded in 1982, holds a 6% market share. At first, it produced a short-lived Pilsen brand, Beer Hausen. Also, during its initial years, it handled the internationally renowned Carlsberg beer for the domestic market. Its current local brands are Beer na Beer and Brew Kettle, a Belgian-inspired craft wheat beer. It also brews under license or through joint venture agreements various brands and variants of Colt 45, Tiger Beer, and Heineken beers. Further, it is the Philippine distributor of Asahi Super Dry. In 2016, a joint venture was formed with Heineken to compete with San Miguel in the domestic market. In 2020, this joint venture – AB Heineken Philippines (ABHP) – was transformed into a partnership arrangement in which Heineken would have its own sales and marketing office while Asia Brewery would continue to be its local manufacturing partner while

Of more recent preference among some local drinkers are imported and local craft brewers, which hold at least 1% market share. Before the COVID-19 lockdowns, craft breweries were a fast-growing business. From two such breweries in 2010, the Craft Beer Association of the Philippines reveals a list of more than sixty local breweries established throughout the country. These consisted of craft brewpubs, microbreweries, and home breweries offering 300 varieties of beer.19

Despite the presence of local and foreign players in the industry, Philippine beer is identified with San Miguel Brewery. San Miguel’s establishment during the late Spanish colonial era represents a critical juncture in the local beer industry. It is the first beer brewery in the country. Its ascendance as the premier brewer is a product of management decisions made at various junctures of its history as a family controlled business, which depended largely on the continued alliance of shareholders consisting of relatives and friends. However, since the 1980s, management control has become vulnerable to hostile political environments due to questions regarding ownership of controlling shares purchased during the Marcos dictatorship. Such questions have been legally settled some twenty-five years later. In a globalized environment, the Philippine beer industry has seen greater foreign participation not only in terms of increased investments and licensing and distribution agreements but also of the importation of beers from around the world. Additionally, there is the recent emergence of craft and microbreweries spread throughout the country.



6.4 Early History of Beer in the Philippines20

The birth of the beer industry in colonial Philippines came on the heels of the closure of the Manila-Acapulco galleon trade in 1815. Local Spanish-descended and mestizo families nurtured the production of alcohol to compensate for their loss of revenue sources. The end of royal trade monopolies allowed local business families to manufacture “European” spirits in the Philippines. One of those given a royal grant to brew beer was Enrique Maria Barretto y Ycaza.21 His original brewery was known as La Fabrica de Cerveza de San Miguel. It was founded in September 1890 as a sole proprietorship by Barretto, an entrepreneur of Portuguese and Indian lineage.22 Barretto wanted to prove that beer need not be an imported luxury good for the class-conscious Spanish and Filipino communities in Manila. He believed that locally produced beer had the advantage of retaining the natural full flavor of beer as compared to imported beers, which contained preservatives. The only disadvantage the company faced was the importation of malt and hops, which were basic ingredients in beer brewing.23

After receiving a Spanish royal grant, Barretto converted his home into a brewery located on Aviles Street, Manila. The plant, which was named after the district of San Miguel where it was located, was adjacent to Malacañan Palace, the official residence and office of the Spanish Governors-General and all the heads of government afterward. Characteristic of Spanish colonial times, Barretto’s business confronted selective and predatory attitudes of colonial government toward private business. The royal grant originally approved in Spain gave the brewery a license to operate for fifteen years. However, in the Philippines, the local authorities insisted operation for only five years. After making his appeal in Spain, Barretto received a royal grant to operate for twenty years.

The original plant consisted of a brewery and an ice plant. The brewery, operated by seventy employees, initially produced an annual output of 72,000 cases (equivalent to 3,600 hectoliters) or a daily capacity of 500 half-liter bottles of cerveza. The ice plant daily produced 5 tons of ice.24 During its first two years of operation, the company faced profitability problems. In 1893, Barretto formally took in partners and the company was converted to a partnership with a registered capital of P180,000. The partners included among others Barretto, Pedro Pablo Roxas, Gonzalo Tuason, Vicente Fernandez, Albino Goyenechea, Benito Legarda, and the heirs of Mariano Buenaventura y Chuidian.

Pedro Pablo Roxas de Ayala became Barretto’s principal and managing partner. As managing partner, Roxas hired the German brewmaster, Ludwig Kiene, whose beer formulation using the finest hops and malts from Europe led to its first major award as a product of the highest quality at the Exposición Regional de Filipinas in 1895. The German beer formulation was a critical building block for the establishment of San Miguel beer as a Philippine institution. Gradually, domestic demand for the beer increased.

Like Barretto, Roxas was among the Spanish colony’s most affluent and leading entrepreneurs. His grandfather was Domingo Roxas, founder of Casa Roxas, who was involved in various agricultural and industrial activities. Among Domingo Roxas’ businesses was liquor production, which later became known as Destileria de Ayala that produced Ginebra San Miguel, the locally famous brand of gin. Pedro Roxas married his first cousin, Carmen de Ayala. Carmen’s sister, Trinidad, married to Jacobo Zobel. This marriage produced the Zobel de Ayala family line. By virtue of his marriage to Carmen, Roxas became co-managing partner of Ayala y Compania, the business partnership between the Roxas de Ayala and the Zobel de Ayala families. Pedro Roxas himself had his own holding company, Pedro Roxas y Compania. This company held his personal landholdings, agricultural, and industrial interests, including his inheritance of vast real estate in the provinces of Batangas and Laguna provinces as well as the Hacienda de Macati. Hacienda de Macati was the future site of the country’s most prominent residential and business district.

In 1896, around the time of the Philippine Revolution began, Barretto sold some of his shares to Roxas for 42,000 pesos.25 Then, in 1899 during the Philippine-American War, Barretto sold all his remaining shares again to Roxas for 95,000 pesos. Thus, the latter became San Miguel’s principal owner. However, when the revolution for Philippine independence began in August 1896, the Spanish authorities suspected many prominent Filipinos, including Roxas, as supporters of the insurrectos. Many of them fled to Europe. Roxas, who had applied to travel to Spain, decided to stay in Paris instead. Local colonial authorities charged him with treason. A year later, his properties were confiscated by the colonial government. Fortunately, the newly appointed Governor-General Fernando Primo de Rivera cleared him of all charges and ordered the return of his assets in early 1898. Nevertheless, Pedro Roxas decided to stay in Paris until his death from a car accident in 1913.26

Pedro Roxas de Ayala left behind a vast estate. His wife, Carmen, succeeded him and became the matriarch of three clans, namely: the Roxases, the Zobels, and the Sorianos. In 1914, Pedro’s estate was legally divided among the three clans. The prime sugar properties and landholdings in Batangas and Laguna went to the Roxases. This included the Nasugbu sugar mill and estate, which in 1930 became the Central Azucarera de Don Pedro, and was one of the country’s leading sugar exporters. Pedro and Carmen also had two daughters who produced entrepreneurial families. One, Consuelo, married Trinidad’s son, Enrique Zobel. In the early 20th century, the Zobel de Ayala clan went into finance, insurance, and property development. The other daughter, Margarita, married Eduardo Soriano. Their family inherited controlling shares in San Miguel Brewery. Their son, Andres, would later be actively involved in the company.

There are no records publicly available regarding how the revolutionary war affected brewery operations. What is certain was that in Roxas’ absence, his lawyer Vicente Fernandez and his cousin-in-law, the Spaniard Enrique Brias de Coya, took over management. In August 1913, following Pedro Roxas’ death, San Miguel was reorganized as a corporation under the name of San Miguel Brewery, Inc. (SMBI) with Antonio R. Roxas, Enrique Brias de Coya, Francisco Ortigas, Enrique Zobel, and Antonio Brias Roxas as incorporators. Antonio Roxas, Pedro’s son, became first president. Enrique Brias and Ramon Fernandez were appointed as managers. Roxas resigned in 1918 in favor of his own diverse businesses that included haciendas and sugar milling. Fernandez succeeded as San Miguel’s president. He temporarily left to become Manila City mayor. Afterward, he returned to San Miguel as the president of the board of directors. For his part, in 1917 Enrique Brias relinquished his position in favor of his son, Antonio, who became general manager. He held this position until 1931 when he was elected as managing director. In 1936, he became the company’s vice-president.

Following the adjudication of the Roxas estate, the Soriano family gradually became involved in the company’s management. In 1918, Andres Soriano joined San Miguel initially as a bookkeeper in the accounting department. Six months later, he was appointed as acting manager, eventually becoming the company’s general manager in 1924. Following San Miguel’s reorganization in 1931, Andres Soriano at the age of thirty-three was elected company president. Serving as his vice-president was Antonio Brias. The board of directors consisted of the Roxas lawyer Ramon Fernandez who served as board president as well as Soriano’s relatives from the Roxas and Zobel de Ayala families. The Soriano-Roxas-Zobel clan firmly established the Soriano family’s control of San Miguel until the breakup of this alliance in 1982.

Under American colonial rule (1898–1946), the Philippine economy prospered. The country enjoyed more favorable governance and economic conditions than those under Spain through the introduction by the Americans of a broad system of public education, political representation through the creation of a Philippine legislature in 1916, and a liberal economic policy. Further, the Philippines became a major exporter of primary commodities particularly sugar, hemp, copra, and tobacco, which found a ready market in the United States. A free trade regime defined the two countries’ economic relationship until the establishment of a Commonwealth government in 1935. Free trade was formally established by the 1909 Payne-Aldrich Act and subsequently replaced by the 1913 Underwood-Simmons Act, which provided for duty-free importations of goods coming from both countries. Free trade resulted in the economic dependence of the Philippines on the US. The degree of this dependence could be seen in trade statistics in the 1930s. In 1933, for instance, products from the United States shared 64% of the country’s total imports while Philippine exports to the US reached 78.4% of the total.27

As the economy generally prospered under American rule, so did San Miguel. The Philippines was not affected by the US Prohibition (1920–1933), which banned the production, sale, and distribution of alcohol products in the United States. As such, the Philippine alcoholic drink industry continued to thrive. In fact, San Miguel benefited from the US Prohibition from 1919–1933 because American beer imports into the Philippines were out of the picture.28

Under the Soriano-Brias co-management, San Miguel Brewery pursued aggressive expansion, acquisition, and diversification strategies to become one of the Philippines’ leading companies. Its beer no longer catered exclusively to the Manila Spanish community as originally intended. Instead, it gradually reached out to domestic and foreign markets. In 1914, it began exporting beer to Hong Kong, Shanghai, and Guam. In 1919, the company acquired the large Oriental Brewery and Ice Company. Originally based in Hong Kong, Oriental brewery came under liquidation nineteen months after its establishment. In 1913, a group led by Antonio Barretto bought the brewery and then shipped the equipment to Manila. Antonio Barretto was a cousin of Enrique, San Miguel’s founder. Not surprisingly, the latter was appointed as general manager after Oriental’s transplantation. The plant had a much bigger capacity than San Miguel’s. It had an annual production capacity of 14 million liters of beer and an ice production capacity of 130 tons per day.29

After its purchase by San Miguel, Oriental brewery was converted into an ice plant and cold storage. Then, in 1922, its building and facility was transformed into the Royal Soft Drinks facility. This plant produced Royal TruOrange, a popular orange soft drink. Partly owing to the success of this soft drink, in 1927 the company earned the exclusive right to bottle and distribute Coca Cola in the Philippines, the first firm outside of the US to do so. Up to the 2000s, Coca Cola in the Philippines has been associated with San Miguel. In 1925, San Miguel acquired a dairy plant to produce ice cream and other dairy products (under the Magnolia brand). This acquisition completed the company’s main consumer offerings of beer (San Miguel), soft drinks (Royal and Coca Cola), ice cream, and dairy (Magnolia) products. It became the country’s market leader in these products.

From the 1920s to the 1930s, San Miguel attained dominant market positions in beer, soft drinks, dairy, and ice-cream products. In attaining these positions, it heavily invested in the production, logistics/distribution, and marketing of its major products, investments which were critical building blocks to its leadership in the Philippine food and beverage industry. These combined with the superior taste and successful pricing strategies created a strong historical-cultural legacy of San Miguel in the Philippines. In production, it invested in container (packaging) manufacturing and refrigeration technology.30 Containers included cans, glass, and cartons used for packing beer and soft drinks, ice cream, yeast, and dairy products. Refrigeration was also essential for San Miguel’s food and beverage products. Since its founding, San Miguel had established and acquired several ice plants. Later it went into carbon dioxide (CO2) manufacturing. CO2 was a refrigerant used for making soft drinks and dry ice; it was also used in refrigerators and freezers. In the 1930s, beer production was done in the company’s original Aviles plant in San Miguel district, Manila. The plant produced 60,000 hectoliters of Pale Pilsen and Cerveza Negra. The production of soft drinks and dairy products was done in separate plants.

From the production plants, beer and other San Miguel products were distributed to the regions through an extensive distribution system. The establishment of such a system was actually a trend among large Manila-based corporations. Accordingly, Filipino companies were influenced by the marketing ideas adopted by foreign enterprises, especially large American consumer firms. Most of these companies boasted of the extent of their wholesale and retail networks, which were dominated by Chinese wholesalers-retailers.31 Initially, the Chinese wholesalers-retailers ordered goods from Manila. After World War II, company agents were hired to take orders from the local Chinese distributors. Gradually, companies like San Miguel invested in warehouses, trucks, delivery vans, barges, and wholesale branch outlets in the provinces to facilitate a more efficient distribution of beer, soft drinks, and frozen foods outside of Manila.

In the 1920s, the company started aggressive advertising and marketing campaigns that led to increased consumer awareness of its products. Effective advertising and marketing were key factors to San Miguel’s continuing dominance. Advertisements made Filipinos to closely identify with San Miguel, depicting beer, soft drinks, ice cream, and other dairy products as an integral part of Filipino social life and celebrations. Then as now, increased alcohol consumption had been linked to advertisements (in billboards, radio and TV commercials, newspaper and magazine advertisements, etc.) and targeted marketing, of which San Miguel was among the most successful.32 Further, the company was active in sponsoring cultural and sports activities from the national level down to the remote barrios. It even maintained basketball teams using the name “San Miguel”.



6.5 Protectionism, Competition, and World War II

Throughout its entire duration, the Great Depression of the 1930s had produced mixed effects on the colonial Philippine economy. During the initial years, Owen (1989) and Doeppers (2000) observed the substantial decline in incomes and economic dislocations in the provinces as well as in Metropolitan Manila because of the slump in American demand for certain Philippine export commodities.33 However, there were offsetting conditions. Doeppers noted that due to deflation, the majority of civil servants and teachers who kept their jobs enjoyed real incomes.34 Moreover, free trade access to the US market cushioned the effects of the depression on the economy as a whole.35

As the Wall Street crash of 1929 worsened into a financial crisis in the early 1930s, there were changes in American policy that bore significant effects on Philippine independence and the special economic relationship with the US. Beginning in 1932, the economy began to recover because of the surge in sugar exports as well as the boom in gold mining which allowed the Philippines to enjoy healthy trade surpluses with the United States during the first half of the 1930s.36 The surge in sugar exports had been linked to negotiations for Philippine independence, which also tied the issue of reducing the country’s duty-free sugar quota in the US.37 The American sugar lobby’s desire to bring down the quota for the Philippines started a “quota race” in the Philippines, in which sugar producers tried to maximize their output and hence increase their share of the duty-free quota.38 This had the effect of increased Philippine production and exports in the first half of the 1930s, which “to the consternation of American producers, advanced total production by 80% in four years.39”

More relevant to the Philippine beer industry was the end of the Prohibition in the US. After his assumption as president in March 1933, Franklin Roosevelt modified the Volstead Act to allow minimal alcohol consumption through the Beer-Wine Act. Later, that year, the majority of American states voted to end the Prohibition through a constitutional amendment. The end of the Prohibition produced significant effects on the Philippine beer industry at least initially. Domestic consumption/production in 1934 declined by close to 12% from the previous year. Likewise, from an average of 10% for the period 1921–1933, the market share of imported beer in 1934 increased by about 5%. This marked the beginning of a trend for an increased market share of imported beer throughout the rest of the decade. In 1935, production for domestic consumption slightly recovered while beer exports enjoyed an anomalous year, growing by 23% with over a million liters shipped compared to 182,000 liters during the previous year.40 Notwithstanding the increased share of imports in the Philippine beer market, domestic production saw an overall increase for the period leading to 1940 (Table 6.1).



Table 6.1 Domestic Beer Consumption Removed from Domestic Production, Exports, Imports, Domestic Market Size, and Share of Imported Beer in the Domestic Market, 1920–1940


	Year
	Domestic beer removed from factories for domestic consumption
	Exports
	Imports
	Domestic Market Size (Domestic Production/Consumption plus Imports)
	Market share of imported Beer





	1920
	4,874,400
	175,047
	141,165
	5,015,565
	2.8%



	1921
	3,643,841
	39,871
	119,510
	3,763,351
	3.2%



	1922
	3,335,400
	36,689
	161,994
	3,497,394
	4.6%



	1923
	2,795,747
	49,316
	179,582
	2,975,329
	6.0%



	1924
	3,517,007
	55,831
	483,270
	4,000,277
	12.1%



	1925
	3,436,400
	56,988
	364,803
	3,801,203
	9.6%



	1926
	3,362,200
	70,795
	407,081
	3,769,281
	10.8%



	1927
	3,638,800
	152,260
	386,375
	4,025,175
	9.6%



	1928
	3,790,000
	141,891
	536,931
	4,326,931
	12.4%



	1929
	3,820,882
	53,550
	756,832
	4,577,714
	16.5%



	1930
	3,900,658
	40,197
	631,592
	4,532,250
	13.9%



	1931
	3,789,200
	32,781
	544,911
	4,334,111
	12.6%



	1932
	3,856,600
	3,222
	438,911
	4,295,511
	10.2%



	1933
	3,776,200
	524,469
	487,773
	4,263,973
	11.4%



	1934
	3,335,800
	182,168
	642,529
	3,978,329
	16.2%



	1935
	3,340,800
	1,014,258
	1,023,112
	4,363,912
	23.4%



	Domestic Beer Production



	1936
	3,530,200
	69,581
	1,845,640
	5,375,840
	34.3%



	1937
	4,089,600
	59,114
	2,242,661
	6,332,261
	35.4%



	1938
	5,861,950
	319,111
	2,304,347
	8,166,297
	28.2%



	1939
	5,833,400
	193,584
	1,445,416
	7,278,816
	19.9%



	1940
	7,381,100
	287,779
	1,002,949
	8,384,049
	12.0%






Source: Brown (2016: 215).

Note: Figures on domestic market volume and market share of imported beer are the authors’ calculation.

Similar to the US,41 a rising tide of protectionist trade attended the Philippines during the Great Depression. Economic nationalism became more pronounced with the establishment of a Commonwealth government in 1935 by virtue of the Tydings-McDuffie Act (otherwise known as the Philippine Independence Act of 1934). Under this Act passed in the US, and which was subsequently ratified by the Philippine Senate, the country would be granted independence after a 10-year period of self-government. However, the Act also provided trade restrictions after the establishment of the Commonwealth government. The restrictions included the immediate reduction in the duty-free quota and the imposition of a progressive export tax scheme beginning in 1941. The export tax initially set at 5% in 1941 would be increased by an additional 5% per year until it reached the full tariff of 25% in 1946. As a response to American tariff restrictions which would hurt Philippine beer exports, in 1937 San Miguel acquired interests in breweries in Missouri and Texas. These interests were sold after World War II.42

Faced with the impending loss of tariff advantages in the US market, the Commonwealth government and business leaders turned to building a self-reliant and industrialized economy. The desire to raise public revenues through trade tariffs dovetailed with the need to protect and develop industries, particularly in the nascent manufacturing sector. This suggested that as early as 1935, the government adopted an import substituting industrialization strategy, which even after World War II became the dominant strategy paradigm.

An unintended consequence of the growing protectionism of the 1930s was the increased investments by the Japanese for the local manufacture of shoes, shirts, bicycle parts, confectioneries, beer, and other consumer items.43 Balintawak Beer Brewery (BBB), established in 1937, represented the largest Japanese investment in the modern manufacturing sector, with major capital infusions coming from Mitsui Bussan, Dai Nippon Beer Company (which produced Asahi Beer), and Osaka Boeki. Real and dummy Filipino investors were taken in to meet the 60-40 constitutional requirement for ownership in favor of Filipinos. Among those in the board of directors were prominent Filipinos namely: investment broker and former Insular Customs Collector Vicente Aldanese, big landlord and politician Jose Cojuangco,44 and lawyer Manual Lim.45 The plant was located in Polo, Bulacan province but the headquarters were housed in Mitsui Bussan’s office in Manila.

Japanese presence in the Philippines consistently increased since 1903 when a large group of migrant workers were hired by the Americans to work on road construction in Baguio city. From over 3,500 in 1912, the number of Japanese in the Philippines rose to more than 20,000 in 1935.46 Most were stationed in Davao where Japanese agricultural (hemp, coconut, and rubber), logging, and fishing concerns were located. However, the occupations of the Japanese were not limited to these industries. Many were likewise involved in commerce, manufacturing, shipping and transportation, iron and steel mining, household help, etc. As well, a big bulk of the community were dependents.

Increased Japanese economic presence followed the increasing size of the Japanese population in the Philippines. The number of registered business establishments increased from more than 60 in 1918 to over 350 in 1938; establishments with ten or more employees doubled from 48 in 1915 to 86 in 1938.47 Among these establishments were branches of large Japanese banks that financially supported local business ventures. Based on Wong’s study,48 the number of retail trade establishments owned by the Japanese however exceeded the registered number of Japanese business establishments as reported by Yu-Jose49 and De Viana50 (see Table 6.2). The rapid increase in Japanese retail establishments in the 1930s was the product of a collective response to anti-Japanese reactions, particularly by the Chinese in the Philippines.51



Table 6.2 Number of Retail Stores by Nationality, 1912–1938


	Year
	Filipino
	Chinese
	Japanese
	Others
	Total





	1912
	67,740
	8,445
	280
	1,270
	77,735



	1930
	88,040
	9,500
	385
	1,065
	98,990



	1932
	55,758
	13,758
	719
	768
	71,003



	1933
	56,564
	13,758
	737
	773
	71,832



	1935
	62,818
	13,818
	775
	646
	78,057



	1938
	102,413
	18,637
	1,077
	1,188
	123,315






Source: Wong (2001).

Note: The original table included entries for the year 1941.

During the Spanish era, Japanese goods in the Philippines were handled by Japanese and Indian retailers. This changed during the first three decades of American colonial era. Japanese importers and wholesalers comfortably left their merchandise for distribution by Chinese retailers.52 At the same time, there was an increasing trend in the number of Japanese-owned stores in the islands. The popular merchandise sold included cotton goods, silk goods, woolen cloths, wires, hats, canned mackerel and sardines, enameled utensils, pomade, toys, umbrellas and umbrella parts, onions, pomades, and Irish potatoes. Asahi and Kirin beer were imported and exclusively distributed by the Osaka Bazaar and the Takahashi Bazaar, respectively.53

After Japan’s invasion of Manchuria in 1931, many Chinese in the Philippines boycotted Japanese products. Likewise, Chinese retailers refused to handle imported goods from Japan. This bore serious repercussions on the Japanese such that with the support of their government, zaibatsu enterprises, and local associations, they sought a collective and more organized response. Collective action saw the number of Japanese stores doubling from 1930 to 1935. Further, large Japanese bazaars bought a fleet of trucks to deliver Japanese goods door to door and to the countryside. This strategy succeeded in “underselling Filipino traders and Chinese merchants by 15 to 30%.”54

The organized Japanese response favored some in the Philippines who desired to break the Chinese monopoly, previously estimated to range from 80 to 90% of the retail trade.55 According to Antonio Tan, “The progress of the Japanese in local trade alarmed Chinese merchants who in 1934 launched a move to recapture what they lost.”56 As such, they supported the Philippine Commonwealth government’s call to patronize goods “Made in the Philippines.”

As earlier mentioned, the Japanese also responded actively to the growing nationalism and protectionism in the Philippines, which became more apparent in the government since the mid-1930s.57 BBB’s establishment in 1937 was regarded as a product of continuing pressures to raise duties on imported Japanese beer as well as the encouragement of the Japanese Consul General in Manila.58 Goodman noted that after raising the customs duty on beer from $4.90 to $5.50 per hectoliter (1 hectoliter = 100 liters) in 1932, bills were filed annually at the National Assembly (the Philippine legislature) from 1934 to 1936 seeking to levy higher tariffs on beer imports.59 According to Japanese diplomatic authorities, the tariff rates would make Japanese beer exports to the Philippines “impossible.”60

Behind these pressures on the legislature was Andres Soriano, who enjoyed a “special relationship” with Commonwealth President Manuel Quezon. The initial bills filed in 1934 and 1935 drew strong opposition in the National Assembly because they sought to benefit “a private monopoly of beer sales in the Islands on the grounds of protecting home industries.”61 However, Soriano’s actions could also be appreciated in light of relatively decreasing domestic beer sales and increased market share of beer imports starting in 1934. As Table 6.1 shows, the market share of imported beer rose considerably from 11.4% in 1933 to 16.2% and 23.4% in 1934 and 1935, respectively. Partly, the return of American beer imports contributed to this; partly, it was due to increased imports of Japanese beer to satisfy the needs of the growing Japanese community.62 By 1936, beer imports shared over 30% of the total market. San Miguel beer now only outrivaled imports by 2 to 1. Soriano’s powerful lobby in 1936 could no longer be stopped as more and more legislators sided with him. Despite attempts by Japanese diplomatic officials to stop, delay, and modify it, the beer tariff bill passed the National Assembly in October 1936 and was approved by the US President in November. The new tariffs on malt beverages (beer) ranged from $14 to $16.40 per hectoliter.63

Earlier that year, Consul-General Uchiyama Kiyoshi had convinced Dai Nippon Beer Company, which was related to Mitsui Bussan Kaisha, to invest in a brewery in the Philippines. After studying the prospects, Dai Nippon decided to set up shop as a Philippine manufacturing company regardless of the outcome of the tariff bill in the National Assembly. BBB produced the BBB Pilsener Beer, supported by print and radio advertising featuring known musicians. The beer was produced in bottles and kegs and delivered by its fleet of delivery trucks to the now extensive Japanese retail network. At first, the quality of BBB Beer did not match the superior quality and taste of San Miguel beer. So improvements to the quality were made.64 In 1938, the brewery introduced the BBB Black Beer to compete with San Miguel’s Cerveza Negra.

During World War II, the Japanese military closed San Miguel and BBB. Later, the Dai Nippon Beer Company took over both companies.65 Soriano joined President Quezon and General Douglas MacArthur in their escape from the Philippines. He served as a member of MacArthur’s staff with the rank of colonel. Likewise, he was appointed as Secretary of Finance in Quezon’s wartime government. After the war, Soriano resumed leadership of San Miguel Brewery. BBB was acquired and renamed the San Miguel Polo plant.



6.6 Monopoly, Competition, and the Battle for San Miguel

During the early decades of Philippine independence, San Miguel continued its expansion as a conglomerate operating in domestic and international markets. In 1948, it acquired Hong Kong Brewery. Then in 1956, it started an affiliate brewery in Spain, which eventually became the San Miguel Fabricas de Cerveza y Malta. This company became independent of San Miguel Brewery in the Philippines.66 Up to the 1970s, more breweries would either be established or acquired in Spain, Guam, Papua New Guinea, and Indonesia. In the Philippines, due to foreign exchange and import restrictions after the war, the company enjoyed a beer monopoly. In 1963, the company was renamed San Miguel Corporation (SMC).

Andres Soriano, the country’s leading and most famous industrialist, passed away in 1964. His son, Andres Jr., (Mr. Andy to his employees) succeeded him as president. Under Andy’s management (1964–1984), SMC continued to diversify into new industries. By this time, it was not only an institution in business but also in Philippine sports and culture as well. Filipinos had grown with its beer, soft drinks, dairy and ice cream, TV and radio commercials, newspaper and magazine advertisements, and San Miguel amateur and professional basketball teams.

Andy was credited for modernizing corporate management. In 1966, he initiated twin changes in SMC, to wit: (1) management decentralization, and (2) long-term strategic planning. Andy believed that the company’s continued growth required the broader participation of managers and employees. To him, these people have not been accustomed to “taking decisions and thinking beyond their own little areas of responsibility, which often were ill-defined.”67 Lines of authority/reporting, job descriptions, and corporate divisions had to be clarified. With the help of W.D. Scott, an Australian consulting firm, management seminars were conducted and senior executives were obliged to update their knowledge of management. The change in management orientation was the opposite of his father’s autocratic style but was apparently necessary in the context of a rapidly growing conglomerate. The management revolution likewise entailed retooling of managers and employees, opening employee mobility, and long-term human resource planning and development. SMC executives were sent to business schools such as Harvard and the Asian Institute of Management.68 According to a former executive, the organizational management principles adopted were innovative then but seemed basic twenty years later.69

In 1973, a Senior Management Committee was organized, which planned and directed company operations based on a strategic plan. Through this, Andy demonstrated a change in his management style from one that resembled his father’s to one that was consultative, delegative, and participative. Two years later, six other divisions aside from those representing SMC products were organized. These divisions reporting directly to Andy included export, human resources, finance, management services, administration, and agribusiness projects. The other divisions, including those producing San Miguel products, reported to the executive vice-president. The multidivisional firm organized during Andy’s administration became the basis of the future apex holding company system, in which divisions engaged in certain product lines were converted into subsidiary companies (such as SMBI in 2007).

The first decade of Andy’s management witnessed SMC’s remarkable financial performance. From PhP 348 million in 1965, sales climbed to PhP 1.5 billion in 1974, up by 330%. Likewise, profits amount to PhP 140 million as compared to PhP 35.1 million in 1965. Amidst state and crony capitalism under the Marcos dictatorship (1972–1986), SMC maintained its position as the biggest private company in the Philippines.70 However, in the early 1980s, Marcos’ cronies and allies succeeded in creating competition in the beer industry as well as wrestling management control of SMC from the Sorianos.

In 1979, Andy was diagnosed with cancer. Things gradually fell shortly afterward. Andy’s ailing health renewed bids to take over the prized SMC. Filipino-Chinese tycoons who had been trying to get board seats succeeded with textile magnate Ramon Siy in 1980. Siy’s known associates were the Ang Family of United Textile Mills and tobacco and banking magnate Lucio Tan. Siy himself successfully took over Security Bank and Trust Company and Redwood Bank (in California). Likewise, industrialist John Gokongwei had been attempting to get into SMC’s board since 1976. He was not allowed to join on grounds of conflict of interest. Gokongwei owned food and beverage companies that competed head on with SMC. It was he who repeatedly brought Soriano’s governance practices into question. In 1982 Gokongwei finally succeeded in getting elected as a director of Soriano-controlled companies including Anscor, Neptunia Brewery (in Papua New Guinea), and SMB Hong Kong.

Also, that year, a beer competitor emerged. Lucio Tan, an alleged Marcos business associate, established AB. AB initially offered its own Beer Hausen Pale Pilsen, which hardly made a dent. SMC’s response was the offering of new low-cost beer brands like Red Horse (a strong beer) and Gold Eagle Beer (a light beer). AB then introduced Carlsberg to the Philippine market through a licensing agreement from the Danish brewery. It also offered Max Beer, a strong beer to compete with Red Horse. Eventually, AB gained a 4–6% share of the domestic beer market. In the past, SMC would successfully buy out competitors. However, this time the competitor could not easily be bought out. Lucio Tan had a lot of cash reserves from his tobacco (Fortune Tobacco, manufacturer of the immensely popular Hope cigarette brand) and banking (Allied Banking) businesses. He was further supported by loans from the Philippine National Bank amounting to US$60 million. New equipment could be acquired tax-free from government investment incentives. The aforesaid events occurred in the midst of a disappointing profit and sales performance for SMC since the late 1970s.71 The threats coming from SMC’s external environment combined with serious stirrings among major stockholders set the stage for a major change in SMC ownership-management.

Like Gokongwei, Enrique Zobel (also known as Enzo), SMC Vice-Chairman and also Ayala Group Chairman, tried to question Soriano’s governance of SMC. Though Soriano’s cousin, he had claimed that even as vice-chairman, he did not know what was going on inside the company, its transactions, and contracts as well as the activities of 152 officers. In 1981, Enzo initiated a move to terminate Anscor’s management contract with SMC. Previously, Anscor (or Andres Soriano and Company) was publicly thought of as a sister company of SMC. The contract was successfully terminated and Anscor suffered a huge drop in its management fees from 63% in 1982 to 21% in 1983.72 Zobel also raised other serious issues about Soriano’s management. In a letter dated 2 April 1982, he demanded more information about (1) loan arrangements and guarantees, (2) the employment of foreigners, and (3) the identities of all SMC officers and their salaries. In May, Zobel whose Ayala group had two seats on the SMC board replaced his son, Iñigo, and brought in a financial analyst, who later questioned the value of SMC’s annual imports. Soriano did not respond to Zobel’s questions immediately. However, from the grapevine, it was said that Zobel’s seat as director was in trouble; he had to step down.73

A clan meeting between the Zobels, Sorianos, and Roxases held in December 1982 did not resolve the quarrel between Andy and Enzo. Soriano demanded that Zobel resign from the SMC board and offered to buy him out. Zobel refused and in turn, members of the Zobel de Ayala family supported Enzo by selling their shares to him. In early January 1983, Enzo bought SMC shares held by the Zobel family and the Ayala group. Personally, he already held 16% of SMC voting stock. He later bought an additional 4% for a total of 20%. This signaled the beginning of the battle for boardroom control.

The Soriano group also began securing shares and voting trust agreements (VTAs) from SMC stockholders and outside investors. Stock acquisitions were at a cost higher than the market price. In the end, Soriano gained the edge. He was able to control more than 30% of SMC shares as against Zobel’s 20%. In late February, Zobel profitably unloaded 16% of his shares worth US$ 49 million to a buyer who turned out to be Marcos’ ally, Eduardo Cojuangco Jr., head of the United Coconut Planters Bank (UCPB) group. He lost the battle for San Miguel and eventually resigned as SMC vice-chairman as well as Ayala Corporation chairman. Cojuangco used loans from UCPB for the purchase. This was affirmed by the Supreme Court in 2011.

Eduardo “Danding” Cojuangco was Ferdinand Marcos’ closest and most loyal political and economic ally (or “crony” to his detractors). Danding was one of the early supporters of Marcos’ successful presidential bid in 1965, while he lost his own bid for a congressional seat in the province of Tarlac. With Marcos’ support, he finally won his seat in 1967 and he delivered the votes from his bailiwick to Marcos’ reelection bid in 1969.74 As their political ties solidified, both Marcos and Cojuangco developed interlocking godfatherships: Danding became the godfather of Marcos’ only son Ferdinand “Bongbong” Marcos Jr. and Marcos was the godfather of Danding’s eldest son aptly named Marcos “Mark” Cojuangco. So close was he to Marcos that he was the only civilian who helped plot the declaration of Martial Law in 1972. For his efforts, he was awarded opportunities to amass great fortunes under the dictatorship, He was appointed chair for Central Luzon of Marcos’ authoritarian party – the Kilusang Bagong Lipunan (KBL).75

Soriano’s successful defense of San Miguel was based on the sheer amount of financial resources made available to him. That financial muscle was provided by “friendly” banks. At the start of the war, Andy personally held 1.3% of SMC shares while his entire family holdings accounted for about 8%. His continued control was made possible by credit lines provided by UCPB (headed by Cojuangco) as well as Metrobank (headed by George Ty).

Soriano secured a VTA with Cojuangco as early as December 1982 after the Ayala clan meeting.76 The agreement allowed San Miguel to buy PhP500 million worth of UCPB non-voting, 14% per annum yielding preferred shares and convertible at par into 39% of UCPB’s capital. In return, Cojuangco assigned to Soriano and his heirs his proxy vote from SMC shares acquired. This VTA was for a period of five years which allowed Soriano to retain control of SMC and also serve as bank vice-chairman. UCPB became SMC’s main bank, replacing the Bank of the Philippine Islands, which was controlled by the Ayalas. The other main bank was Metrobank. On May 10, SMC stockholders approved the increase in the number of board members from eleven to fifteen. They also voted in Cojuangco, his lawyers Edgardo Angara and Raul Roco, UCPB president Danilo Ursua, and Metrobank’s George Ty. The entry of UCPB nominees to the SMC board fueled speculations of a previous arrangement of a buy-in at SMC; apparently, Soriano and the banks had agreed on a debt for equity swap.

In the second semester of 1983, Soriano along with relatives, friends, and SMC executives organized fourteen holding companies to hold SMC shares. The fourteen holding companies owned PhP1.6 billion worth of SMC shares equivalent to about 27% of outstanding stock. These companies immediately executed a VTA in favor of Soriano. Accordingly, “it was better to talk to just 14 guys rather than a thousand shareholders.”77 The scheme raised the cost of entry by a corporate raider to about PhP50 per share as compared to the previous acquisition cost of PhP35 per share. Then, in December, the 33 million shares of the holding companies were sold to six oil milling companies of the government’s Coconut Industry Investment Fund (CIIF). The CIIF, established by the government’s Philippine Coconut Authority (PCA), was funded by the coconut levy, a tax imposed on copra sold by coconut farmers. Cojuangco was a PCA board member and apparently used his position to obtain certain advantages. For one, the CIIF allegedly used the coconut levy to transform UCPB into a major Philippine bank (of which Cojuangco was president and chief executive officer) and also to acquire six oil milling companies. The oil milling companies included San Pablo Manufacturing Corporation, Southern Luzon Coconut Oil Mills, Granexport Manufacturing Corporatino, Legaspi Oil Company, Cagayan de Oro Oil Company, and Iligan Coconut Industries. Since UCPB could not buy into SMC without Central Bank approval, the purchase was done through the six oil milling companies via loans from UCPB. The purchase then entitled the UCPB/CIIF group to three seats in the SMC board.

In March 1984, Andy Soriano died in his home in Spain. With his death, the VTA with Cojuangco was voided but Cojuangco retained the power to delegate the trusteeship to Andres Soriano III (ASIII), Mr. Andy’s eldest son. Thereafter, Cojuangco assumed command of both SMC and UCPB.78 He was elected as chairman and chief executive officer. Andres III, succeeded as president and chief operating officer (COO) while Andy’s two other sons were given top-level positions.

Cojuangco controlled SMC until his forced exile with President Marcos when the latter fled to Hawaii in February 1986 signaling the end of the dictatorship. SMC shares identified with him and the UCPB/CIIF group were sequestered by the government through the Presidential Commission on Good Government (PCGG). Cojuangco would return to the Philippines after Marcos’ death in September 1989. He even ran as president though unsuccessfully in the 1992 national elections. In 1998, he regained leadership of SMC after Joseph Estrada, the candidate he supported, won the presidential elections. Thereafter, Cojuangco remained as board chairman until his death in June 2020.

The question of SMC ownership was finally cleared by the Supreme Court during the administration of Benigno Aquino III (2010–2016). In a 2011 decision, the Supreme Court upheld Cojuangco’s ownership of SMC’s outstanding stock acquired through personal loans from the UCPB.79 In the following year, the Supreme Court also ruled that 27% of SMC shares worth PhP71 billion were owned by the government. In July of that year, Conjuangco sold his shares to trusted aide and SMC President, Ramon Ang. However, he was still retained as SMC Chairman and CEO until his death.

Ang began his meteoric corporate rise by fixing and selling secondhand Japanese trucks and automobile engines before partnering with Mark Cojuangco, the son of Eduardo Cojuangco Jr., to sell aluminum wheels. They both had a passion for automobiles. After the 1986 EDSA Revolution that ousted the Marcos administration, Cojuangco Jr. fled the country and left his enterprises in Ang’s care. San Miguel’s day-to-day operations were overseen by Ang, who was named president and COO in 2002 when Francisco Eizmendi resigned. San Miguel was transformed by Ang from a food and beverage firm to one of the nation’s most diversified conglomerates. San Miguel currently has holdings in the brewing, oil, electricity, mining, infrastructure, and, most recently, the distribution of automobiles.80

Management control of SMC is effectively maintained through Top Frontier Holdings, which as of May 2022 held 66% of SMC’s total common outstanding stock.81 Top Frontier was established in 2008 by a business group led by Iñigo Zobel (Enzo’s son) and supported by the Ashmore group82 who owns 60% of the total outstanding shares. Top Frontier president and CEO is Ramon Ang. Aside from a small number of personal shares, Ang’s interest in Top Frontier is represented by his companies, Privado Holdings Corporation and Master Year Limited, which accounts for about 25% of Top Frontier. Privado Holdings also owns about 10% of SMC’s common outstanding shares.



6.7 Philippine Beer and Globalization

With Cojuangco in exile and his ownership of SMC shares in question, Andres Soriano III (or ASIII) assumed the chairmanship of SMC despite the PCGG’s control of the company through sequestration. The PCGG’s sequestration of shares in SMC and UCPB for alleged ill-gotten wealth allowed the government to nominate directors and appoint executives. ASIII, who had only less than 2% of the total SMC stock, managed to stay on top even after Cojuangco’s return from exile. In late March 1986, he tried to buy back SMC shares from the fourteen companies on behalf of Neptunia Corporation, a Hong Kong-based subsidiary of San Miguel International, which in turn was a wholly owned SMC subsidiary. The deal Then he tried to prevent the PCGG and its nominated directors from being on the SMC board. Finally, an agreement with the government later that year allowed ASIII and his management team to continually run the company.83

In 1987, the government formally laid its claim on the controversial UCPB and SMC shares, pending the courts’ ascertainment of their true owners. It was entitled to elect nine seats to the fifteen-member board of directors (this was reduced to five seats after a 1998 Sandiganbayan84 ruling that favored Cojuangco’s right to nominate based on his 20% share).85 From then on, the Soriano family’s management leadership at SMC depended on government discretion. Whoever controlled government could exercise management control of the company. Thus, Soriano fought, maneuvered, and campaigned for presidential candidates to ensure his leadership of the company. SMC then became a lucrative spoil of national electoral contests.

In 1988, ASIII bared his plan to boost SMC’s position in domestic and international markets. The plan included doubling the number of facilities and plants, regional dispersal, greater decentralization, a stronger and balanced business portfolio, and internationalization. Of these, ASIII wanted to make internationalization as his legacy. Indeed, with international markets increasingly being liberalized particularly after the fall of the Soviet Union, the internationalization was an attractive proposition. However, management was lackluster and committed serious mistakes. With a special focus on internationalization, management tended to neglect its own backyard. Ultimately, SMC suffered losses from its international bids in China and Southeast Asia. It also divested itself of controlling shares in Magnolia and Coca Cola, long-time leaders in the food and soft drinks industries.

SMC’s internationalization thrust for beer under ASIII began with the establishment in 1991 of the San Miguel Brewing International Ltd (SMBIL). The company invested PhP10 billion to set up six breweries and four packaging plants in China, Vietnam, and Indonesia. Boldly projecting revenues, the company actually suffered heavy losses. Even before the 1997 Asian Financial Crisis, losses from international operations amounted to PhP650 million in 1996. In 1997, losses due to overseas ventures amounted to PhP2.4 billion. In China, which represented a lucrative market, SMC had targeted 2% of the 1.2 billion Chinese population. Brewing capacity was raised from the original 1 million to 4 million hectoliters. SMC only later realized that the 2% target market was spread throughout China. This meant costlier outlays in distribution. It also offered San Miguel beer at a premium price claiming superior quality. The product offering generally did not attract the huge Chinese market. Many Chinese remained loyal to local and cheaper brands like Tsingtao.86 Finally, SMC competition was disadvantaged because it paid taxes to the Chinese government unlike local state-owned breweries.

The realization of the failure of SMC’s internationalization came late to top management. Its share of the Philippine beer market reportedly decreased significantly between 1990 and 1996 while Asia Brewery captured 19% of the market in 1995.87 Asia Brewery aggressively pushed its Asia Beer, Carlsberg and Beer na Beer brands to accommodate different types of beer drinkers. It also tried to strengthen its hold in Mindanao and the Visayas, opening a brewery in Cagayan de Oro at a time when SMC did not have one.

Cojuangco successfully returned to the Philippines during the administration of his cousin, Corazon Cojuangco Aquino. He founded a political party, the Nationalist People’s Coalition,88 which endorsed his presidential candidacy in 1992 as well as Joseph Estrada’s bid for vice-president. Cojuangco placed third in the presidential elections while Estrada won the vice-presidency. The latter proceeded as president in 1998, enabling Cojuangco to regain control of the government-sequestered SMC. A few weeks after Estrada’s election, ASIII resigned from all his positions in the company. It was said that he was even fired.89

After reassuming his position, Cojuangco bared his strategic plan which consisted of cutting debts, selling some foreign assets, and forging alliances in the food and beverage industry.90 He brought in Ramon Ang, who in 1999 was elected as SMC vice-chairman. In 2002, Ang was elected as president and COO. According to insiders, he was “the source of change” in San Miguel.91 Under Cojuangco-Ang management, SMC was able to regain its position as the country’s premier beer company with at least 90% market share. At the start of Cojuangco management, SMC completely sold off its interests in Coca Cola Beverages in Europe as well as its stake in Nestle Philippines.

In the 2000s, a pattern of local and foreign acquisitions and divestments developed wherein SMC bought and sold companies profitably. Those that did not meet top management’s return criteria were sold.92 For instance, in 2001, it bought back a majority interest in Coca Cola Bottlers Philippines only later to be sold to The Coca Cola Company. It also acquired the Australian brewer J. Boag and Son in 2000 but was later sold to Lion Nathan in 2007. Other acquisitions were however considered more strategic and permanent such as the 2001 purchase of Purefoods Corporation from Ayala Corporation. Purefoods became the holding company of all SMC’s food businesses until its placement as a subsidiary under a new holding company, San Miguel Food and Beverage Inc., in 2018.

Skillful corporate acquisitions and divestments as well as strategic alliances provided SMC with a strong financial position to consolidate existing businesses, expand internationally, as well as diversify in new businesses that mainly included oil, energy, infrastructure, and banking.93 In 2002, it took in Japan’s Kirin Holdings Company as a strategic partner. The latter initially had a 15% stake in SMC. International acquisitions of breweries followed at a faster pace (particularly in Thailand and Vietnam) alongside acquisitions of food and beverage companies followed. In 2007, SMC’s local beer division was incorporated as SMBI. Two years later, Kirin Holdings Company acquired 48.3% of SMBI. Kirin officials admitted that the company’s decision to take on a larger partnership role in SMC and SMBI was based on a number of factors including (1) the excise tax on beer imports, entry barriers, and retail distribution difficulties (including sari-sari stores) in the Philippines, (2) the declining beer market in Japan and Kirin’s desire, and (3) projected positive cash flows from the local beer market. In addition, Kirin considered SMB as a good company that observed transparency, accountability, and strict internal controls.94 Then in 2010 SMBI (with Kirin) acquired full ownership of SMBIL to oversee all of San Miguel’s beer businesses both local and international. SMBIL became a platform for SMB’s (and Kirin’s) expansion to other countries. In 2018, SMBI like Purefoods was brought under the umbrella holding company, San Miguel Food and Beverage, Inc.

In 2016, Asia Brewery and Heineken International formed a joint venture, ABHP. The joint venture agreement allowed Asia Brewery to sell imported Heineken and Tiger beer variants (strong, regular, light). This agreement was modified in 2021 with Heineken International handling its own sales and marketing while Asia Brewery brewing and distributing Heineken-owned beers.

The liberal international economic regime has allowed Philippine beer companies to enjoy several advantages. However, globalization has also influenced changing tastes and preferences in the beer market made possible by increased mobility of people, goods, technology, and capital. San Miguel and Asia Brewery were quick to respond to changes in tastes and preferences with the introduction of new beer brands and variants such as non-alcoholic beer, single malt beer, witbier, strong beer, light beer, etc. Further in relation to changing tastes and preferences, another consequence of globalization in the Philippines is the emergence of the craft beer industry. Although the industry has a small share of the market, craft beer consumption has trended in the middle- and upper-class market and could be found in upscale hotels, restaurants, bars, resorts, and supermarkets.

The growing market for alcoholic beverages in the Philippines provided an opportunity for the government to raise revenues for its health expenditures. Since 2004, laws were passed to increase excise taxes on tobacco and alcohol. In 2004, Republic Act 9334 (or Sin Tax Law) imposed a three-tiered excise tax system on fermented liquor ranging from PhP8 to PhP16 per liter based on the net retail price.

Then in 2012, Congress passed Republic Act 10351 (otherwise known as Sin Tax Reform Law). The excise tax on beer (and other fermented liquor) followed a two-tier system. The upper tier (i.e., beer that sold for more than P50.60) would be taxed by PhP20 (of US$0.48) per liter while the lower tier (those that sold for less than PhP50.60) would be taxed by PhP15 (or US$0.30) per liter. The law provided a yearly increase in the beer tax such that by 2018, a unitary tax in both tiers of PhP24 per liter was applied. No large price increases in beer was experienced during the period 2012–2018.95 The volume of the beer market even increased at an average of 2% per year (see Figure 6.2). More significantly, the non-alcoholic beer market rose from 17.5 to 50 million liters during the period.

In 2020, a new law raised the excise tax on beer to PhP35 per liter, gradually increasing to PhP43 per liter in 2024. The sin tax laws applied to imported and locally produced beer regardless of the scale of production (large commercial brewers as well as microbreweries and pubs). The inclusion of microbreweries and pubs signified the increasing trend for small breweries since 2010.
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Figure 6.2 Beer Market Volume after the Sin Tax Reform Law, 2012–2019

Source of data: Statista (2022).



Despite tax reform, local brewers and importers are able to keep beer prices low. The price of a 330 ml. can of San Miguel Pale Pilsen retail at about PhP70 while Heineken lager would be slightly higher at PhP75. Imported beers like Asahi Super Dry or Corona fetch for higher retail prices ranging from PhP95 to PhP160.

When the COVID-19 pandemic struck the Philippines, the government imposed a liquor ban. Curfews, lockdowns, and restrictions in the sale of liquor products were imposed that slowed down beer consumption. These restrictions were largely eased in the second half of 2020. SMBI’s response to the pandemic was the introduction of San Mig Free, a full flavor beer without alcohol. It was the first non-alcoholic beer locally produced. However, it was not enough to prevent the massive reduction in revenues and profit. SMBI’s revenues were down to about PhP108 billion in 2020 from PhP142 billion in 2019. Similarly, net income fell to PhP17.4 billion in 2020 from PhP27.2 billion the previous year (San Miguel Brewery Inc. 2020). Still, the company achieved positive financial performance amidst a highly difficult year.



6.8 Conclusion

Except for an interregnum that was World War II, throughout its 132-year-old history, Philippine beer production has been a stable and constantly growing industry. It was a private-sector led endeavor that occasionally received support of certain political administrations. A critical juncture in the history of beer in the Philippines was San Miguel Brewery’s establishment and management by skillful entrepreneurs during the waning years of Spanish colonial rule. With able management, public awareness and consumption of beer increased during the three decades of American rule. It was not until the mid-1930s that its monopoly of local beer production was challenged. The decision of Japanese companies to organize the BBB in 1937 stemmed from the protectionism of the Commonwealth era. However, the operations of this brewery were short-lived when World War II entered the Philippines. After the war, San Miguel acquired BBB’s plant to retain its beer monopoly. Asia Brewery’s entry in 1982 produced another critical juncture that put an end to San Miguel’s absolute monopoly. Asia Brewery created local competition and consequently, led to the two rivals’ development of new beer products and variants.

However, San Miguel continued to dominate the Philippine beer industry. This could largely be attributed to key decisions made by generations of its leaders as the company adapted from various political and economic regimes. These decisions produced historical-cultural legacies that continued to endear San Miguel beer to Philippine society. Early decisions to (1) improve the taste and quality of its beer by hiring a German master brewer in the 1890s, (2) expand its reach from Manila to the remotest of areas, (3) modernize production and distribution, (4) diversify and invest in complementary product lines such as soft drinks, bottling, packaging, refrigeration, and food and (5) undertake effective sales and marketing firmly established the company as a household name in the Philippines. San Miguel’s aggressive conglomeration could be traced to Andres Soriano. His legacy created a pathway of expansion and diversification beyond national borders. That legacy continued to be observed even if management control passed from three generations of the Soriano family to the Philippine government and then to Cojuangco, Ang, and Zobel.

State-Market dynamics are an important aspect of the political economy of beer in the Philippines. At various points of their histories, industry rivals have sought and received the support of government(s) to advance and protect their interests, especially from external threats. However, they are also not spared from the capriciousness of government and self-seeking politicians. For instance, since the government’s takeover of SMC shares in 1986, San Miguel’s leaders had to maintain close relations with Philippine presidents and other key government officials. This was necessary in order to ensure corporate stability as well as to facilitate the company’s expansion in other lines of business such as energy and infrastructure.

Through the decades, the thriving Philippine beer industry has been extending its reach to international markets. Since the 1990s the industry has enjoyed the freer movement of people, goods, and capital under a globalized economic regime. Local brewery companies have actively engaged in transplanting operations abroad as well as forging strategic alliances with major foreign beer companies. However, since the mid-2000s, beer and other so-called “sin” products (tobacco and other alcoholic beverages) have been the target of government and health advocates. Excise taxes continue to be raised ostensibly for health reasons, threatening to further dampen demand. So far, the industry has tried to adapt to these threats. Noting that beer is price-elastic,96 the industry has responded by producing or distributing innovative beer products, maintaining a portfolio of beer products of different price ranges, and finding ways to keep production and distribution costs low.
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7.1 Introduction

In Vietnamese, the phrase “di nhau” literally means to go together, but it is associated with communal bonding over crisp, refreshing, and low alcohol content beers in restaurants or whilst sitting on tiny plastic stools that are ubiquitous across Vietnam’s sidewalks. Despite its foreign origin and historical novelty, beer has embedded itself within the national consciousness; Vietnam is a beer loving nation. Outside of Japan and China, the Vietnamese are the biggest drinkers of beer on the Asian continent. In 2019, its citizens consumed over 40 billion liters of beer, with total consumption scheduled to surpass Japan soon.1 The beer industry contributes around 2.6 billion dollars to government coffers.2 An oligopoly of the Saigon Alcohol Beer and Beverage Joint Stock Corporation (SABECO), the Hanoi Beer Alcohol and Beverage Joint Stock Corporation (HABECO), Heineken, and Carlsberg Vietnam make up over 90% of the domestic market.

This chapter delineates beer’s introduction, proliferation, and evolution in Vietnam. It examines four periods chronologically: colonial rule; the rise of bia hoi in North Vietnam (bia is the Vietnamese word for beer and bia hoi is generally translated as fresh beer); the influx of foreign capital along with the equitization of HABECO and SABECO; and the new law on alcohol harm prevention. It should be noted that each phase does not represent a fundamental change or “rupture” in beer’s historical institutionalism.3 The historical-cultural legacy of colonialism, which saw two breweries team up to drive out the competition, has been self-reproducing. As Vietnam opened its economy in the late 1980s, foreign companies gained a foothold in the country’s budding industry, yet the oligopolistic structure remained. A path dependency toward oligopoly, however, has not resulted in a static product. As the bia, hoi revolution in North Vietnam from the 60s onwards shows, beer is imbued with distinctive Vietnamese characteristics. This dichotomy explains how beer, despite its constriction at the macro level, has been infused with distinctive Vietnamese properties.

As a whole, the beer industry is a microcosm of prominent characteristics within Vietnam’s political-economic landscape: structural constraints such as a lack of a local business elite and over-reliance on foreign capital; the blurred line between state and private enterprises generated by state-created monopolies; regional and historical dynamics that have generated different trajectories in the North and South; and in more recent years, a state that is hesitant to curb the influence of state monopolies and foreign capital.4 The periods explored in this chapter testify to these aspects.



7.2 Beer’s Birth: A Colonial Endeavor

As with other countries in the region, rice wine has been the historical alcohol of choice for Vietnam, making up a central part of festivals, celebrations, and rituals.5 Ethnic Chinese have been the historic merchant class in Vietnam, especially in the South, owing to patronage networks that enabled easier access to capital (Martinez, 2007: 82). As such, they have historically controlled the production, supply, and selling of alcohol. Although evidence shows that the ethnic Chinese produced beer, its prevalence was minuscule, especially when compared to rice wine and opium.6 Chinese-produced beer, like alcohol, was often portrayed as poor in quality and unhygienic. After the French subdued the three territories of Cochinchina, Annam, and Tonkin and consolidated their rule to establish French Indochina, they set about breaking the Chinese grip on rice wine and instilling a monopolization over the production, taxation, and licensing of alcohol.7 Some scholars argue that the French sought to steer the Vietnamese toward beer – a product they viewed as safer and superior to rice wine.8 As Vietnam entered the 20th century, the growing capacity of the colonial state, the near non-existence of any beer market, and rising capital flow from France to Indochina ensured that the French were the primary agents of beer’s industrial beginnings. Sasges (2015: 1487) further argues that this period marked an opening of opportunities for French enterprises to take root in Indochina, some of which went on to establish conglomerates and benefit from the monopoly of industries.9 This was true regarding beer; two enterprises – one in the North and one in the South – turned out to be the most consequential.

Alfred Hommel – a former French soldier who landed in Tonkin in 1886 – established the Hanoi Brewery at present-day 183 Hoang Hoa Tham Street in 1890. He chose this site because it had an underground well that contained pure and sweet water.10 Later to become Hommel Brewery Company, the factory employed thirty people, brewing about 150 liters a day.11 Except for the water, all ingredients were imported. Hops came from France in hermetically sealed cylinders; ferment yeast brought in from Copenhagen; and barley stemmed from a much closer source, Yunnan.12 Hanoi’s humid climate necessitated expensive water treatment installations that contributed to a pricier product. Nevertheless, Hommel’s brewery proved to be a hit with French patrons. Demand for the beer far outweighed the initial supply. The beer was noted for its clear color, light taste, and suitability for Tonkin’s climate, which allowed for copious amounts of drinking – provided supply did not run out.13 Evidence points to early versions of Hommel beer being a pilsner-style lager that incorporated a large degree of rice.14 French soldiers and civil servants ensured a steady demand. Privileged locals, who could afford to drink this new beverage, were drawn to its unfamiliar but pleasantly refreshing taste.15

Despite Hommel’s death in 1907, the factory expanded under the stewardship of Hommel’s son, Maurice Hommel. He doubled the factory’s refrigeration equipment by 1911 and improved production processes. Around eighty people from local villages worked in the factory. Most workers were not ethnic Chinese, a rarity for French industrial projects at the time. Maurice registered Hommel Brewery as a limited company in 1911 and records indicate it had a capital of 1 million Francs by 1911.16 The factory’s estimated output stood at 20,000 hectoliters per year. Oxen transported the beer from the factories to various bars and hotels. Hommel’s commercial radius, however, was limited to Tonkin and North Annam.17 But with the help of a brewery in the South, Hommel Brewery’s influence and historical trajectory became cemented.

Former naval officer Victor Larue set up a small brewery in 1875.18 But his ensuing domination of the ice market was paramount to his ability to dominate the beer market. Larue opened Vietnam’s first ice factory in Saigon in 1879. Ice making and refrigeration technology’s arrival enabled beer development. Known as the Brasseries et Glacieres de L’Indochine (BGI), the company expanded production into beer and carbonated soft drinks at a 12,745 square meter factory in Cho Lon, Saigon. Evidence shows that Salvadoran machine systems were employed to carry out pasteurization.19 Two rice-based beers, Beer Larue and 33 (the precursor to what is today called 333) were produced. Larue opened a branch in Hanoi in 1893, where it became the premier ice house in the North. It competed with, and supplemented Hommel’s brewery. Its expansion allowed BGI to establish wider regional control of the ice and drinks industry. In the North, this was not down to a formidable product, but rather a lack of competition. The factory was plagued with complaints regarding the quality of ice, shortages, and monopolization that ensured prices remained high. The Governor General of French Indochina between 1897 and 1902 (Paul Doumer) surmised this in a visit to the capital:


The Hanoi ice house is insufficient; its equipment is far from keeping up with progress; the merchandise is defective, the conditions imposed on consumers are harsh, since they are forced to go to get supplies. The price of this commodity is exorbitant if we compare it to that of Hong Kong and especially to that of Saigon, where there is competition.

(“Nouvelles et Renseignements: Paul Doumer Visite Hanoi” 1897)20



Still, this did not stop Larue from opening further branches in Phnom Penh, Hai Phong, and Da Nang. The factory’s cozy partnership with Hommel would provide the impetus to establish even greater market dominance.

By the 1920s, industrial brewing in Vietnam had well and truly arrived. Coincidently, this period also marked a substantial rise in investment inflows into the colony. Private investment into the colonies for the preceding six decades stood at 365 million francs, whereas in the 1920s it ballooned to over 3 billion.21 In 1926, French industrialists Louis Palanque, Eitienne Denis, and Gaston Filaine, who had taken over the Larue estate after his death, created the conglomerate Société des Brasseries et Gacières de l’Indochine (SBGI), bringing BGI, the ice factories, and ice cream manufacturers under one roof. The following year, they bought a majority stake in Hommel Brewery where Maurice Hommel remained as managing director.22 SBGI merged with Hommel Brewery in 1933 and appointed Hommel to its board of directors. The increased capital from this move sanctioned the much-needed reconstruction and modernization of factories in Hanoi, Saigon, and Haiphong. It also allowed SBGI to hoover up competitors. It bought up ice factories and drink suppliers in and around the Saigon area. In 1938, it took over the Hanoi Bohemian Brewery, a brewery established in 1923 by a Czech citizen.23

Beer was still a privilege to be enjoyed by Europeans due to its high price. The formation of SBGI changed that. Seeking to maximize production, profits, and its advantageous position, SBGI sought to eliminate the competition from European and Japanese imported beers and make greater inroads into the local population.24 SBGI’s close access to state capital is evidenced by the fact that Edouard de Laboulaye, General Secretary of the Banque de l’lndochine, also sat on its board of directors. This, combined with its near-complete dominance of the ice and beer industry, saw profits rise sharply between 1929 and 1941 (Table 7.1).



Table 7.1 Profits of SBGI between 1929 and 1941


	Year
	Profit (piasteres)





	1929
	272,714



	1930
	329,714



	1931
	362,540



	1932
	-



	1933
	371,880



	1934
	371,000



	1935
	374,354



	1936
	-



	1937
	-



	1938
	-



	1939
	592,783



	1940
	896,925



	1941
	1,401,242






Source: “Brasseries et Glacieres de l’Indochine” 1931a, 1931b, 1932, 1934, 1935, 1940, 1942.

Rising revenues and inflows allowed SBGI to ramp up production. Despite SBGI’s northern and southern breweries still being heavily reliant on imports from Europe, production capacity stood at 50,000 hectoliters in 1938.25 Just ten years later, this had more than tripled. In 1948, total beer production stood at 268,134 hectoliters.26 By the time of France’s withdrawal from Vietnam, the factories employed 2,300 workers and even exported products to France’s other colonial possessions.27 Ultimately, SBGI’s domination of the beer market set in motion a path dependency for beer of oligopoly. With the Viet Minh’s triumph in the North and the impending conflict with the United States, beer’s industrial structure would not be transformed, but rather be significantly scaled back. However, beer production underwent a radical change.



7.3 From Bombs to Bia: Hanoi Reclaims Beer as Its Own

Bia hoi: a light, crisp, and refreshing draft beer with low alcohol content and drunk out of rudimentary glasses with a distinctive green hue, and the air bubbles from the glassmaking process still visible. Brewed daily and matured for only a short period in bia boms (kegs – but literally meaning “beer bombs”), bia hoi is sold at a fraction of the cost of bottled or canned beer. Bia hoi establishments are omnipresent across Hanoi and the surrounding areas. Bia Hoi is uniquely Vietnamese, specifically, North Vietnam. Its cherished status as part of “Hanoi Culture” lies in the fact that its origin is intertwined with the birth of Vietnam itself. Some declare that visiting the capital without drinking a glass is like not visiting the capital at all.28 The French had introduced beer to Vietnam and had been the guiding hand in the industry’s cultivation, setting the country on a path dependency toward oligopoly. Nevertheless, the First Indochina War and the ensuing withdrawal of French capital and industry thrust severe structural constraints onto the newly independent Democratic Republic of Vietnam’s attempts to restart production. How the DRV circumvented these constraints led to beer production undergoing a revolution of its own.

The 1954 Geneva Convention split Vietnam into two separate entities. Elections were scheduled to be held in 1956, but South Vietnamese president Ngo Dinh Diem refused to hold them. This culminated in the North and South being split until re-unification in 1975. For BGI, it marked the end of operations in the North. BGI set up shop in the South where it continued to produce Biere Larue and 33. Inconsistent production methods, a lack of raw materials, and mismanagement negatively impacted the quality of the products significantly. The taste was so bad, a long-standing rumor amongst American forces serving in South Vietnam was that the local brew contained added formaldehyde.29 Still, beer was a mainstay for locals and soldiers alike. Biere Larue was even brewed in special batches for the Republic of Vietnam Armed Forces (RVAN), with the Larue tiger replaced with the RVAN crescent.30

In France’s hasty retreat from the North, the Hommel Brewery director destroyed machinery and equipment. The director also burned technical documents.31 After the DRV assumed control over administrating the country, it began nationalizing private industries.32 By 1957, and thanks to experts from Czechoslovakia and a former Hommel Brewery employee Vu Van Boc, the brewery was back in operation.33 The BGI had a near monopoly on the beer market. Thus, there was no break from the prior industrial structure, other than the personnel. Imports of hops, malt, and barley switched to Czechoslovakia and East Germany. And brewmasters from these countries helped guide the Vietnamese along the way. The new factory, renamed Hanoi Brewery, gave birth to Truc Bach bottled beer on August 15, 1958.34 Named after the Truc Bach lake, which is nestled in northeast of the city and close to the Hanoi Brewing factory, the beer had short-lived success owing to the primitive nature of the country’s bottling industry at that time.

A congruent set of circumstances turned these misfortunes around. Depleting rice stocks across the country resulted in the DRV putting pressure on communes to halt rice wine production. Hanoi Wine Factory, which had been taken over from the French and restored in 1955, directed its alcohol production solely to medicine and causes of “national defense.”35 The state went a step further in 1966 by officially outlawing the private production of alcohol.36 Beer, meanwhile, saw greater enthusiasm for production expansion. Ho Chi Minh allegedly visited the Hanoi Brewery in 1960, where he encouraged cultivating the nascent industry further and advocated exporting it to the south and neighboring countries. Some dispute if this visit took place, but the first shipments of Huu Nghi Beer, Hanoi Brewery’s revamped product developed in 1960, arrived in Southern Vietnam soon thereafter. Only select political dignitaries and members from the Workers’ Party of Vietnam (the present-day Vietnamese Communist Party (VCP)) enjoyed this “higher-quality” beer.37

Like the BGI before, Hanoi Brewery was keen to develop a way to bring beer to the masses. Yet with difficulties in securing ingredients, limited bottling, and a rudimentary distribution network – a problem compounded by increasing US bombing raids – some creativity was needed. Hanoi Brewery used less malt, more rice, and fewer hops to compensate for the shortage of ingredients, resulting in the signature light taste of bia hoi. To circumvent the bottling and distribution problems, they turned to reusable kegs. Plentiful and cheap to manufacture, kegs could be filled with beer brewed on-site and then matured during transportation to suppliers. Bia hoi was filtered but unpasteurized, lacked any sort of quality control, and was not refrigerated after leaving the factory. This enabled it to operate at a significantly lower price point and suited the Vietnamese preference for freshness. Once poured into the kegs, these “bia boms” were loaded onto motorcycles, but later cyclos due to gas shortages, and delivered to expectant suppliers. The state permitted beer shops to sell beer from 10 a.m. and allocated 50 liters worth of kegs to each shop. The token system adopted by the DRV ensured that consumption remained relatively low, but this did not stop eager patrons queuing for hours so they could enjoy a refreshing drink, some of whom even helped unload the kegs to curry favor with suppliers in the hope of getting first serving.38

The turbulence of the 1960s and the Vietnam War meant beer stayed a relative luxury product. The war exhausted Vietnamese power stations and transport networks in addition to stripping the country of its labor force.39 Despite the seemingly insurmountable challenges, between 1960 and 1970, Hanoi Brewery increased production from 15 million liters/year to 20 million liters. Although a centrally controlled brewing process, the unique brewing method provided that no batch was uniform, and the bia hoi drank varied significantly depending on the location and even the time of drinking. Its shortage did not stop beer’s cementation as the people’s drink. As the Vietnam War wound down, and the country became reunified, beer remained as popular as ever. In 1978, the German Democratic Republic helped renovate Hanoi Brewing Company (HBC)’s factory. By 1983, the factory increased its capacity to 30 million liters per year.40 Meanwhile, in the South, reunification led to the end of BGI’s operations. On June 1, 1977, Saigon Brewery came into being where it began producing Beer Saigon.

During the subsidy period (regarded as 1975–1986) state-licensed shops (mau dich) sold beer. To install some orderliness, and at the backing of HBC, beer shops built steel cages which became known colloquially as tiger cages (chuong cop). Eager drinkers formed queues that snaked around blocks, and servers, usually women, sold beer from inside the cages for protection. Prices averaged roughly 3 hao (pennies) a cup but fluctuated according to the supply and availability of beer. Problems at the central brewery doubled or even tripled prices. Reflecting on this period, writer Nguyen Ngoc Tien noted, “It was a time where people drank slowly and quietly – you seldom saw any drunk people. We didn’t have enough beer to drink, let alone enough to get drunk.”41

Throughout the 60s and early 70s, beer was drunk out of anything that could hold it, from wine cups to ladles. In 1976, Le Van Huy, a former student in East Germany, developed a prototype for a glass with rounded edges and a large mouth and small bottom to ensure ease in stacking and transporting.42 This became a steady source of income for glassmakers. To make the glasses, workers took small pieces of broken glass and removed impurities before putting them into a furnace at 1,800 degrees Celsius. Once the glass had melted, the worker used a tube about 1.5m long to take out the glass and blow and shape it. The cup was then cut off the edges, rounded at the mouth, and cooled in ash.43 The rudimentary manufacturing process ensured air bubbles remain and that, like bia hoi itself, no cups are the same. Although later versions shrank, the initial cup was 0.5 liters to ensure drinkers enjoyed one substantial portion. As a staple part of the bia hoi experience, its staying power is evidenced when juxtaposed with other goods from the subsidiary period, which are mostly consigned to history. Even HABECO itself could not dislodge the glass. In 2010, citing changing consumer tastes and quality control, HABECO introduced a new design: an oval-shaped cup with a large bottom and white handle. The initiative fell flat, and the green glass remains omnipresent across Hanoi’s bia hoi establishments.

Bia hoi has become a Vietnamese cultural icon. The dissolution of BGI operations in the North created space for the Vietnamese to reclaim beer as their own. They overcame their dearth of resources using innovative ways. Still, the capabilities of HBC were heavily reliant on Czechoslovakian and East German assistance, attesting to the beer industry’s reliance on outsiders. Moreover, bia hoi attests to regional and historical dynamics proficient in the political economy of Vietnam. The partition of the country restricted bia hoi’s development to the north. Even after the country was reunified in 1975, bia hoi did not replicate its institutionalization in the South. Its presence is more sporadic and consumers prefer bottled and canned beer. In more recent years, the local authorities have moved to phase out bia hoi establishments in the South because of concerns over hygiene. A similar move in the North is unlikely given its entrenched cultural status.



7.4 Doi Moi: Beer Wars and Equitization

Doi Moi, the economic revitalization program that the VCP launched in 1986, set into motion the country’s integration into the international political economy. It has had a profound impact on Vietnam, with annual GDP growth hovering around 7% and millions lifted out of poverty.44 Some have suggested that this was not a retreat of the state. Instead, the state was “hollowed out.” It remained ever-present, capable of directing, extracting, and utilizing capital.45 Others have argued that the state’s failure to invest in state-owned enterprises (SOE) opened the domestic environment to foreign investors and domestic non-state actors.46 For the beer industry, the story is a bit more nuanced. Immediately following Doi Moi, a host of small, local breweries came into being. This coincided with the rapid globalization of the brewing industry.47 In the so-called beer wars in Vietnam, global beer companies scrambled for market access. But this did not represent a fundamental change from the state’s tendency to facilitate an oligopolistic system. The arrival of Heineken and Carlsberg accompanied a rapid rise in production, renovations in brewing technologies, and industrialized brewing know-how. Vietnamese consumers discovered new tastes and brands. But as in any war, there are winners and losers. Small brewers found themselves squeezed out of the market. Although Hanoi and Saigon breweries were protected from intense competition in the early stage of globalization, the equitization process has ceded control to foreign entities.

Heineken, Carlsberg, San Miguel, and Fosters entered the beer market in the 1990s through forming joining ventures with local Vietnamese enterprises and cities. Beer Larue made a comeback, and brands such as Halida, Huda, and Bivini were invented during this period. The thawing of relations between Beijing and Hanoi after their war in 1979 led to cheaper Chinese beer flowing into the border areas.48 The flurry of competition and foreign capital made inroads into a market dominated by Hanoi Brewery and Saigon Brewery, both renamed HBC and Saigon Brewing Company (SBC) in 1993. Nevertheless, their status as SOEs, their ability to sell beer that the average Vietnamese could afford along with their brand recognition ensured they still enjoyed the majority of the market – HBC being the dominant force in the North and SBG in the South. To cope with the added competition, the state injected capital to revamp their production capabilities and allowed them to turn to outside markets. In February 1992, SBC introduced a beer filling line capable of bottling 30,000 bottles an hour and launched a series of beers for export. Meanwhile, HBC renovated its equipment, enabling it to increase its capacity to 50 million liters a year. Despite contributing just 24% to the country’s total output, the two enjoyed a market share of 40% (Vietnam Investment Review 1996).49

The smaller domestic breweries, many of which went into partnerships with foreign entities, capsized under the weight of competition. Their lack of capital meant they were no match for foreign companies with sizable advertising budgets and the capacity to absorb substantial losses. A special tax imposed on brewing also placed a heavier burden on smaller breweries.50 Moreover, their unfamiliarity with advertising and price wars led to falling market shares and subsequent decreases in production. For example, the DaNang Beer Company produced around 14 million liters in 1996. In 1997 this stood at 10 million liters.51 At the same time, the government targeted investment toward HBC and SBC and turned on smaller domestic brewers. The Ministry of Industry (MOI) announced in 1996 that smaller breweries’ annual output and quality were unsatisfactory. The government ordered the closure of underperforming breweries and those making less than 1 million liters per year.52 In addition, a law stipulating that advertising budgets could not exceed 5% of turnover meant that struggling breweries, even if they wanted to, could not compete with the larger players.53 Bia hoi was the exception. In the wake of Doi Moi, mom-and-pop bia hoi establishments sprung up across Hanoi. Its enshrined popularity and its low cost – the price of one glass of bia hoi in the 1990s was 1,600 VND (7 cents) compared to 20,000VND for a bottle of Tiger Beer. (1 dollar) – meant it accounted for roughly 20–25% of beer consumed in the late 90s.54

The explosion in beer production is remarkable, given that the country had only two breweries in 1990. By the year 2000, it had over 300.55 In the span of ten years, the industry had increased its production by 500% (Figure 7.1). The market reforms had alleviated production problems that dominated the post-war period. Still, the VCP was eager to drive ahead with further market reforms. The 2001 Party Congress ramped up Vietnam’s economic reforms and integration process. Eager to smooth its application to join the World Trade Organization, the government embarked on a second drive toward restructuring SOEs, a process termed equitization. Between 1992 and 1998, only thirty companies underwent equitization, but by 2011 this number had reached 3,946.56
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Figure 7.1 Annual Beer Production in Vietnam Millions of Hectoliters

Sources: The Age 1994; “Nien Giam Thong Ke 1997” 1997: 212; “Nien Giam Thong Ke 2000” 2000: 328; “Nien Giam Thong Ke 2002” 2002: 31.



The state cradled HBC and SBC through the initial stages of Doi Moi. Like other SOEs, the state profited from the rise in tax revenues from, joint ventures, and technological advancements.57 Based on reforms to its Enterprise Law, the MOI formally transformed HBC and SBC into State Owned General Corporations: HABECO and SABECO58 in 2003. To strengthen them further, the MOI approved HABECO’s plan to build another brewery in Phuc Yen province and double its production capabilities.59 SABECO planned a new factory to boost its production capabilities, which opened in 2008. That year, the government relinquished some of its 100% stake in SABECO. Although the government set an ambitious target of selling off 20% of their shares, a disappointing initial public offering translated into just over 10% of shares being sold off – 5% of which Heineken bought. Private investors complained of a steep offering price.60 Meanwhile, HABECO signed a strategic partnership with Carlsberg in 2007. The Danish company acquired a 16% stake in 2008 and a 30% stake just three years later.61

Vietnam’s accession to the WTO phased out the necessity of joint ventures for foreign entities. This eroded the state’s capability to keep foreign ventures at arm’s length. For example, in the early 90s, the MOI had limited foreign investment in beer production to projects with a large share of domestic investment. With this gone, domestic ventures’ fears were realized. Foreign companies could now muscle their domestic partners out of the market. Carlsberg bought out the Thua Thien-Hue People’s Committee shares in 2011 and became a 100% holder of Hue Huda Beer.62 Likewise, Japanese brand Sapporo bought out its partner Vinataba in 2015, just five years after the two established the joint venture.63 Although Heineken maintained its status as a joint venture, it expanded by buying out Fosters Vietnam in 2007 and acquiring breweries from Carlsberg in 2016.

SABECO fared well despite rising competition and the lowered cost of importing beer. Between 1997 and 2007, SABECO enjoyed annual growth of 20%.64 It has chipped away at HABECO’s traditional dominance of the North by diversifying its product line, upping its distribution networks in the region, and pursuing a more aggressive marketing campaign. HABECO has remained more static. It has been lamented for lacking effective marketing strategies and an inability to follow trends. Their products remained focused on low-cost beers, something that is changing as consumers’ disposable income rises.65 These contrasting successes were mirrored in equitization. In 2017, the government sold 53.59% of its shares in SABECO to Thai Beverage for $4.84 billion. Thai Beverages circumvented the 49% cap on foreign ownership via its holdings in Vietnam beverages and increased its stake to 64% in 2018.66 Government officials heralded the sale – the biggest to a foreign partner in Vietnam’s history – a success of equitization. HABECO, meanwhile, has struggled to find suitable buyers. Carlsberg, seen as the natural company to take over HABECO, balked at the Government’s high floor price. Negotiations have since collapsed. HABECO’s downward trend will provide greater leverage for potential suitors in the future. Foreign companies and capital now pervade the Vietnamese beer market. Figure 7.2 shows the current market share of Vietnamese beer producers. With Thai Beverages now the majority holders in SABECO, foreign entities make up over three quarters of the beer market.
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Figure 7.2 Market Share of the Vietnamese Beer Market (2019)

Source: Adjusted from Nguyen (2021).



Since Doi Moi, the gradual retreat of the state has eroded Vietnam’s influence over the beer industry. The graduality of the retreat has meant that domestic breweries were driven under as the state sought to cushion HABECO and SABECO’s adjustment to marketization. The state’s weakened position vis-à-vis foreign capital has exposed Vietnam’s historical reliance on foreign investment. Beresford (2008) opined that the weakened state created a void that foreign investors and non-state actors filled.67 The rising influence of foreign entities in Vietnam’s beer market offers solid evidence to the former. But it is also noteworthy that Vietnam is in the midst of a “fourth beer wave.” Since 2015, small, domestic craft breweries have sprouted up. Originally led by “thirsty foreigners,” craft brewing has become a unique Vietnamese product. Places like Pasteur Street Brewing, BiaCraft, Heart of Darkness, and Fuzzy Logic Brewing incorporate Vietnam’s regional ingredients: dragon fruit, passion fruit, and even Bia Pho.68 Some craft brewers have even infused beer with nationalistic sentiments. In 2021, Seefahrer Premium Beer Co. Ltd. launched the Huong Sa and Truong Sa beers – named after the contested island in the South China Sea.69 Overall, minimal barriers to market entry, rising incomes, greater access to capital, and changing tastes mean that craft brewing, although in its infancy, has arrived. Despite this recent phenomenon, however, it represents a minuscule part of the market.



7.5 The State Strikes Back

Historically, constraints on the beer industry have been structural as opposed to state erected. Technological innovations, globalization, and marketization removed those barriers. Rising incomes and the beer industry’s relentless growth have inevitably translated into soaring drinking rates. According to the World Health Organization, the Vietnamese consumed roughly 2 liters of pure alcohol per year in 2005. But by 2016, this had reached 8.3 liters, 91% of which comprised beer.70 In 2016, Vietnamese adults drank on average 467 bottles of beer.71 Figure 7.3 demonstrates the extraordinary explosion in beer consumption that has accompanied Vietnam’s economic rise.
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Figure 7.3 Average Beer Consumption per Year between 2010 and 2017 (Billions of Liters)

Source: “Truong Bia Viet Nam: Ap Luc Canh Tranh Gay Gat Co Hoi Va Thach Thuc” 2018.



Unsurprisingly, the rise has accompanied an increase in alcohol-related harm. Trade liberalization has also rendered drinking establishments ever-present. Drinking is a “virtual job requirement” for Vietnamese public and private workers.72 Vietnamese drinking practices of tram phan tram (100%), where one must down an entire cup of beer in one go, or khong say, khong ve (not drunk, don’t go home) alludes to the prevalence of problematic drinking. A 2010 study on traffic injuries discovered that 60.4% of patients at a Central Vietnamese hospital had blood alcohol concentrations over the legal limits.73 Over half of reported drinkers have had heavy episodic drinking within the past year, and nearly 10% of the population had some sort of alcohol use disorder.74

The surge in heavy consumption and skyrocketing of production came during a brief period in which beer’s taxation remained relatively low. Since Doi Moi, the beer industry has experienced a fluctuating tax regime. In the 90s, taxation was high and varied according to the way beer was produced. This, as the previous section discussed, squeezed nascent brewers from the market. However, this was lowered in the noughties before increasing again from 2016 onwards. The low tax period from 2008 coincided with the equitization of HABECO and SABECO and served as a means for these two SOEs to find their feet as the state relinquished control. Joining the WTO also lowered taxes on imported beers. Table 7.2 demonstrates the fluctuating nature of Vietnam’s beer taxation.



Table 7.2 Vietnamese Tax Laws during the Doi Moi Period


	1998 Law on Excise Tax
	Bottle and draft beer: 75% Canned beer: 65% Bia hoi: 50%



	2003 Amendment
	Bottled, canned, and draft beer: 75% Bia hoi: 30%



	2005 Amendment
	Bottled, canned beer: 75% Draft and Bia hoi: 30% from 2006 to 2007, rising to 40% from 2008 onwards



	2008 Law on Excise Tax
	Uniform tax for beer: 45% from 2010 to 2012, rising to 50% from 2013:



	2014 Amendment
	Uniform tax for beer: 55% from January 2016, rising to 60% from January 2017, and rising again to 65% from January 2018






Sources: Thue Tieu Thu Dac Birt Cua Quoc Hoi 1998; Sua Doi Bo Sung Mot So Dieu Cua Luat Thue Tieu Thu Dac Biet Va Luat Thue Gia Tri Gia Tang 2005; Thue Tieu Thu Dac Biet 2008; Sua Doi Bo Sung Mot So Dieu Cua Luat Thue Tieu Thu Dac Biet 2014.

Need for a more comprehensive and balanced approach to curbing the excesses of alcohol, along with advocacy from the World Health Organization, led the government to act. The 2014 amendment to raise the excise tax on alcohol was one response. The other was through a controversial bill on alcohol harm and prevention. Although the state has passed a host of decrees and laws to curb drink driving and underage drinking, these laws have either been loosely enforced or contained significant loopholes. For example, the drink-driving limit had differed between vehicles and motorcycles – a paradoxical situation given the preponderance of motorcycles across the country.75 Furthermore, limits on advertising have existed only for wine or spirits with an alcohol content of over 15%. Beer companies have enjoyed unfettered ability to advertise and no laws stipulating a commitment to social responsibility existed. Originally, the lack of regulation stemmed from the primitive legal and administrative structures that accompanied the state’s transition from a planned to a market economy. Nevertheless, the state’s promotion of HABECO and SABECO as SOEs and their phenomenal rise in production capacity and revenue growth led to vested interests.76

Still, the government felt compelled to move. In March 2018, the government submitted a draft law on Alcohol Harm Prevention to the National Assembly (NA). The bill met resistance from the alcohol lobby, with former NA general secretary Nguyen Hanh Phuc batting away accusations that recent trips abroad by lawmakers, sponsored by alcohol companies, had compromised their integrity.77 Still, NA assembly members voted to remove certain provisions from the bill such as a ban on online alcohol sales, a drinking curfew between 10 p.m. and 8 a.m., and banning those found with alcohol content in their blood from driving. Some NA members opposed tax hikes on the beer because doing so would interfere with Vietnam’s plethora of trade agreements signed in recent years, whilst others pointed to the fundamental role the beer industry plays in economic and societal development.78 Other delegates castigated the law for having too much of an imprint from the Ministry of Health.79 Despite being watered down, however, the law came into force on January 1, 2020. It imposed strict regulations on the marketing and advertising of beer; levied hefty fines on drunk drivers; prohibited the opening of alcohol establishments within 100 meters from health care facilities and schools; and clamped down on underage drinking and drinking during work hours by public officials.

The new law is the first time Vietnam has implemented a “complete” and “comprehensive” law on the prevention and control of alcohol.80 Legal parameters have been to direct the flow of capital, not to limit its production and consumption. This represents a reversal of that trend. Moreover, the sway of the alcohol industry in watering down the law can be interpreted from two perspectives. As lawmakers pointed out, the law sought to collate the varying degrees of stakeholder’s interests. The result represents the policy making process’s tendency for compromise.81 However, it can also be said that the thirty years of unprecedented growth and production limits the state’s capacity to renegotiate the space with which the beer industry has come to fill within the economy. A hollowed-out state and beer’s entrenchment in people’s lives attests to political and economic barriers to reining in on the vices of drinking.82

The law, as well as COVID-19, has tamed the extraordinary growth within the industry. According to the General Statistics Office of Vietnam, beer production in Vietnam dropped by 24.5% in early 2020.83 Sales since 2020 have also been reported to have dropped by 25%. Profits for HABECO plummeted in the first quarter of 2020 by 51%.84 SABECO, although better equipped to absorb losses, saw its net revenue drop by 26.2% from the last year. This “double whammy” has hit local beer distributors hard. Chairman of the Vietnam Beer Alcohol Beverage Association lamented the impacts on local businesses, pointing to an upsurge in “empty bars.”85 When allowed to operate, some bars have become innovative, offering patrons a ride home or letting them park their vehicles overnight. Despite the pinch experienced by the industry, however, it should be noted that this does not represent a “critical juncture” in beer’s trajectory. Vietnam still has a target of producing 5.5 billion liters by 2035 and the market remains the largest in Southeast Asia (Vietnam Investment Review 2018a).86 The beer industry’s explosion will reverberate for a long time.



7.6 Conclusion

Beer is a much-loved institution in Vietnam. Globally, the country sits at 9th in beer consumption, just behind the United Kingdom.87 Beer used to be a privilege enjoyed by colonial masters. But through its incremental historical development, beer has become a drink for the masses. The state-supported brewery of HBC overcame immense hardship during the war years and gave birth to the Vietnamese phenomenon of bia hoi. Production problems continued into the subsidy period, but globalization released the shackles of constraint. Today, Vietnamese consumers are exposed to a plethora of different brands. Yet, the popularity of beer as Vietnam’s favorite beverage has forced the state to start confronting the prevalence of harmful drinking.

The four periods explored in this chapter show how the beer industry fits into larger themes within the overall Vietnamese political economy. A lack of merchant class meant beer’s introduction was dependent on foreign capital from the French colonialists. Even after the French left, the DRVN relied on its socialist brethren to restart its brewing capacity. The beer wars of the 1990s further exposed this reliance. Whilst the planned economic policies of the post-war period made it immediately clear that the state was in charge of beer production, in the preceding and succeeding periods it was less so. The line between where state capital starts and ends is opaque. Beer’s development has also had a dual-track narrative: one in the North and one in the South. The fact that two actors – Alfred Hommel in the North and Victor Larue in the South – played the most consequential role in beer’s establishment, along with the isolation of bia hoi in the North and different trajectories of HABECO and SABECO, displays the country’s regional dynamics. The last section demonstrates the limitations of state power in scaling back the influence of the industry.

Exploring the beer industry as a microcosm also reveals the ever-presence of an oligopolistic structure. Hommel Brewery and BGI set the tone for this path dependency, and it has remained in place ever since. Even when a brief window of opportunity arose in the early 1990s to shift away from this model, the state instead chose to shield its SOEs, allowing for a select few foreign entities to dominate the market. But as much as the industrial system has endured, beer as a consumer product has been infused with a sense of dynamism; from drinking bia hoi on plastic stools, to sampling dragon fruit beer in a downtown Ho Chi Minh City craft brewery, to sitting around with family drinking warm Bia Hanoi over ice. Beer originated abroad, and the market is now controlled by foreign entities, but the Vietnamese have well and truly claimed beer their own. The oligopolistic structure will likely remain, as will beer’s cultural institutionalism in Vietnam.
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8.1 Introduction

Thailand is today a land of beer. But it was not always that way given that the country was traditionally overshadowed by Lao Khao rice whiskey or Mekhong rum. However, during the 1990s, amidst trends toward more globalization and urbanization, Thai alcohol preferences began to shift. In 1997, in terms of volume of beverage, beer consumption volume overtook spirits,2 making beer Thailand’s alcoholic beverage of choice. Twenty-five years later, despite having an oligopoly dominated by two producers, imported beer is mostly free to enter the market, a robust, craft beer industry has emerged, and the rights of beer producers have become a demand of political protestors. Clearly, more than ever, beer matters in Thailand.

This chapter uses both Historical Institutionalism (HI) on a macro level and Sociological Institutionalism on a micro level to explain the rise of beer in Thailand. HI broadly explains institutional persistence and change across time. Historical institutionalists emphasize how institutions shape strategies as well as the historical evolution of preferences, goals, and interests.3 The approach provides explanations about how events in history either constrained or offered opportunities that affected institutional resilience or transformation. Beginning from the institutional point of origin, initial institutional patterns become chronologically reinforced, producing persistent impacts upon contemporary configurations.4 Elements of HI include historical legacies, path dependence, the plasticity of formal institutions, and critical juncture. Meanwhile, Sociological institutionalism fundamentally views institutional procedures as malleable cultural practices. Sociological institutionalists (1) define institutions as the symbol system guiding human action; (2) emphasize the manner in which institutions sway behavior by providing the cognitive scripts; and (3) highlight how changes in institutional practices derive from alterations in social appropriateness.5

With these approaches in mind, this chapter analyzes the interconnected chronological episodes as well as the socioeconomic factors that affected the history of Thai beer in terms of production, market share, consumption patterns, and international influences. As such, there were several actors who played a role in the Thai beer market. The chapter asks the following questions. How and why did beer emerge as an alcoholic beverage in Thailand? What role did the state play in shaping the evolution of Thai beer? How has competition evolved in the domestic Thai beer market? To what extent has a Thai craft beer industry emerged? Exactly what are the political demands of protestors relating to beer?

The chapter argues that in 1933 Thailand commenced upon a path dependence of beer production when Boonrawd Brewery, the first domestic beer company, started producing beer under license of the king, protected from foreign competition by high tariffs. Domestic competition began in 1960 when Thai military interests launched Bangkok Beer Company, which in 1966 morphed into Beer Amarit, and later produced Beer Kloster. Though Amarit disappeared from the Thai market in 2003, Boonrawd’s beer monopoly had only begun to face potentially stiff competition in 1993 from Heineken’s Thai Asia Pacific Brewery and Charoen Sirivadhanabhakdi, who first allied with Carlsberg in 1993 before creating Beer Chang in 1995 and establishing ThaiBev in October 2003. Thereupon, a series of events occurred, representing a critical juncture, which transformed the Thai beer market from a monopoly into an oligopoly. Since then, Boonrawd and ThaiBev, in their duopolistic dominance over the beer market, used their influence to ensure the existence of laws closed to more and fairer competition in the beer market. Nevertheless, Thai craft beer has emerged. Thai political protestors view the rights of smaller beer companies as part of the struggle for more democracy in Thailand.

This chapter is organized into four parts. First, following the Introduction, it scrutinizes the history of Thai beer from before 1933 until 1995. Second, it examines beer in Thailand from 1995 until 2022. Third, it looks at Thailand’s beer industry in 2022 in terms of the state regulation of beer, the shape of the current beer market, the extent to which a craft beer industry has been able to emerge, and how beer has become a political issue in Thailand. Finally, the chapter offers a conclusion.



8.2 Early Period: Civilization You Can Drink!

Beer was initially introduced into Siam during the late 17th century during the Ayutthaya Kingdom6 but was first imported into Siam as a large-scale commercial product during the late 19th to early 20th century.7 The Bowring Treaty (1855) between Siam and Britain (and similar treaties afterward with other countries) was the catalyst for legally facilitating the importation of foreign alcoholic drinks. As Western consumer goods, these drinks were prized not only for their taste but as symbols of civilization as perceived by Siam’s royal family, aristocrats, and senior bureaucrats. Indeed, initially, only these groups, alongside foreigners living in Siam, could afford to buy beer and thus enjoy the “taste” of civilization. Thus, beer became a symbol of civilization and a beverage considered advantageous to health.

At first, the clout of Western countries as well as the popularity of Western beverages ensured that the Siamese beer market was dominated by the West, in particular German and British beers. The advent of World War I in 1914, however, interrupted the European beer supply. Thereupon, Japanese breweries took the opportunity to compete for Asian beer market shares including Siam. Likewise, the global economic crisis of 1929 was not favorable to the international import into Siam of Western beer. Finally, the 1920–1926 renegotiation of unequal international treaties (e.g., Bowring Treaty) helped to strengthen domestic Siamese industries. 1930 became the first year that Japanese beer imports surpassed those of Germany in terms of volume (33% to 28%). The following year, Japanese beer dominated the Siamese beer market with 54% of the market share while German dropped to 20%. Compared to European competitors, Japanese beers had price competitiveness: the unit price of imported Japanese beers in 1936 was just 26 and 45% of beers from Britain and Germany respectively.8 Table 8.1 reflects early imports of alcohol into Siam/Thailand. Notice the ascension of beer (as the most popular “taste” of “civilization” in terms of volume and financial value) in 1930. The main reason for this rise was probably the affordable price of beer: in 1931 the imported beer price was just 24, 8.5, and 8% of imported wine, whiskey, and brandy respectively.9 “Civilization you can drink”, though, came with a high cost. For example, a bottle of Singha beer cost around 32 satang, or approximately around 1% of annual income (31 Thai Baht per capita).10



Table 8.1 Importation of Alcohol to Thailand (1918–1940)


	Year
	Beer
	Wine
	Brandy
	Whisky
	Samshu



	Volumea
	Valueb
	Volume
	Value
	Volume
	Value
	Volume
	Value
	Volume
	Value





	1918
	336
	305
	58
	142
	81
	308
	85,399
	266
	934
	517



	1919
	295
	253
	39
	87
	51
	151
	42,589
	123
	1,135
	1,043



	1920
	302
	276
	76
	167
	130
	380
	85
	226
	1,004
	787



	1921
	244
	172
	76
	150
	112
	320
	125
	334
	1,754
	1,018



	1922
	356
	257
	93
	164
	177
	389
	160
	436
	2,197
	1,184



	1923
	376
	251
	87
	137
	424
	668
	148
	444
	2,510
	1,377



	1924
	527
	331
	104
	166
	560
	874
	184
	525
	2,304
	1,243



	1925
	421
	279
	98
	150
	839
	1,062
	180
	465
	2,171
	1,204



	1926
	689
	434
	109
	173
	1,056
	1,345
	183
	480
	1,824
	1,034



	1927
	625
	391
	82
	148
	756
	1,009
	182
	456
	1,426
	863



	1928
	840
	504
	93
	143
	805
	1,012
	237
	622
	1,160
	725



	1929
	799
	465
	112
	176
	803
	1,043
	246
	665
	1,120
	748



	1930
	884
	475
	91
	134
	643
	842
	260
	727
	766
	479



	1931
	1,322
	558
	74
	94
	21
	48
	61
	178
	318
	193



	1932
	1,089
	360
	46
	65
	16
	47
	65
	194
	333
	214



	1933
	1,437
	373
	65
	78
	25
	67
	77
	211
	332
	222



	1934
	1,323
	325
	68
	84
	28
	87
	105
	266
	397
	261



	1935
	1,355
	336
	75
	102
	40
	95
	115
	261
	404
	253



	1936
	1,691
	426
	122
	115
	52
	132
	136
	334
	472
	337



	1937
	1,083
	350
	82
	96
	50
	127
	152
	365
	445
	346



	1938
	956
	347
	109
	107
	42
	107
	147
	414
	496
	384



	1939
	974
	354
	51
	77
	56
	132
	186
	546
	544
	350



	1940
	784
	307
	29
	63
	32
	63
	137
	455
	440
	309






Source: Adapted from Nambara (2004, pp. 10–13).

a Unit = Thousand liter;

b Unit = Thousand baht.

This preliminary period left four historical legacies which affected the trajectory of beer in Siam/Thailand. First, before 1932, Thailand possessed a strong state under absolute monarchy which produced authoritarian state-building efforts. State building from above created a “modern state” with an entrenched bureaucracy. In 1932, these bureaucratic forces overthrew the absolute monarchy and established a “bureaucratic polity.” The state was thus essential to the shaping of domestic industry, including beer. Second, 1914–1929 saw international factors influence the shape of Siam’s beer market. World War I (1914–1918), the end of the Unequal Treaties, and Global Economic Crisis (1929) helped Japan but also produced a favorable environment for the initiation of domestic Siamese beer brewing. Third, beer became popular among Siamese elites as a beverage representing popular Western civilization/culture and the cheapest of alcoholic consumer goods. Fourth, the royalty was supportive of beer and later favored certain beer companies. These legacies gave continuing returns to the growth of the beer industry in Siam/Thailand.



8.3 Monopoly and Oligopoly: Thai Beer (1933–2022)

By 1930, beer had become the statistically most popular imported alcoholic beverage in Siam. The onset of the path of domestic Thai beer production was in 1933—when Boonrawd Brewery, the first domestic beer company, started producing beer under license of the king, protected from foreign competition by high tariffs. This path dependence saw the rise of a monopolistic beer industry dominated by Boonrawd. Boonrawd would later overcome a challenge from a beer originally sponsored by the military. However, after 1995, ThaiBev competed favorably against Boonrawd, and Thailand’s beer industry became oligopolistic.


8.3.1 The Dawn of Thai Beer: The Rise of the Boonrawd-led Monopolistic Beer Industry

The historical legacies of favorable international factors and assistance from a strong state were instrumental in creating a monopolistic market structure for Siamese beer which was dominated by Boonrawd at the outset. This owed to two reasons. First, Siam’s then-King Rama VII had thought that a competitive market might possibly lead to excessive competition and consumption. Probably with this in mind, the government declined a petition from Chinese entrepreneurs to open a beer brewery and allowed only Mr. Boonrawd, a Thai-Chinese merchant with close connections to the palace to run one. Second, when monarchical absolutism was overthrown in 1932, the Boonrawd brewery succeeded in gradually building a political connection with the new powerholders while still keeping a close relationship with the royalist camp. Maintaining feet in both camps, in turn, was instrumental in competing for beer market shares once dominated by imported beer.

It should be noted that when Boonrawd applied to the king for a brewing license (1931), there were only eleven local industrial companies in Thailand. The first one was the Siam Cement Co., Ltd., founded by the Privy Purse Bureau in 1913. Other companies primarily included light industries such as ice (three companies), leather (two companies), soap (two companies), and match (two companies) It seemed that during this period the Siamese government did not play a significant role in nurturing local industry.11 The way that the Ministry of Finance first responded to Mr. Boonrawd encapsulated this. According to Mr. Boonrawd, the Minister of Finance set up several conditions: first, monopoly would be prohibited; second, the government would collect beer tax at the same rate as imported beer (15 satang per liter or 30% of ad valorem duty whichever is the greater); third, the imported brewing machinery would be subject to 25% of import duty.12 In order to convince the government, Mr. Boonrawd had to cite various examples of Southeast Asian countries that did not even require a brewing license, not impose domestic beer tax and levy import duty for machinery as low as 2%.13 Finally, after the meeting with the King Rama VII, Mr. Boonrawd successfully negotiated a special tax rate in the first three years of operation (1 satang per liter for the first year, 3 satang for the second, and 5 satang for the third).14

Boonrawd’s application for a brewing license compelled the Siamese government to rethink its industrial policy. In order to convince the Ministry of Finance, Boonrawd demonstrated that each year Siam lost a lot of money in alcohol import. Indeed, in 1923 the total value of alcohol imports was almost 3 million baht (see also Table 8.1). In 1931 or the year that Mr. Boonrawd submitted the application for brewing licenses, beer became the most popular imported alcoholic drink in Thailand. Mr. Boonrawd then claimed that by allowing him to establish local brewery, the country could save up to 80% money for beer imported.15 Probably because of the huge amount of beer import, the government agreed to reduce the tax for Mr. Boonrawd as mentioned above. The rationale for this can be seen in the King Rama VII’s statement that “(the introduction of local brewing company) can help the country save money (of beer import).”16 In another statement, King Rama VII even compared the new brewery as the ‘dawn of change’ for Siam.17 This statement reflected the spirit of “import-substitution industrialization” (ISI) policy—using formal institutions to maintain the path dependence of the Thai state-sponsored beer trajectory.

Interestingly enough, though the state at the time forbade monopolies, King Rama VII opined that at least initially the government should not issue brewing licenses to more than one company, or in other words de facto allow for Mr. Boonrawd to monopolize from the outset. According to minutes of a cabinet meeting under King Rama VII, Mr. Boonrawd was not the only one who asked for the brewing license. There were at least two Chinese entrepreneurs who wanted to open new breweries. The rationale for this (allowing Mr.Boonrawd to monopolize) was two-fold: first, to prevent excessive or cut-throat competition that might end up with bankruptcy or in the King’s words create “economic suicide” and excessive consumption of beer; second, to support Thai entrepreneurs who proposed using Thai rice in brewing beer.18 The king also helped Boonrawd to mobilize huge amounts of capital needed to register the latter’s company. Indeed, because Boonrawd could raise only one-third of the total needed 600,000 Baht of registered capital, the King ordered the Privy Purse Bureau to lend 150,000 Baht by using 1,500 company shares as collateral.19

However, the “dawn of change” surprisingly came to Siam a bit earlier than the King expected. But it was not in the industry but politics. On June 24, 1932, a group of young officials called People’s Party” overthrew the absolute monarchy and established a “constitutional monarchy.” Consequently, the regime change caused some difficulties for Boonrawd’s brewing project. First, it was not a secret at that time that Mr. Boonrawd was remarkably close to both King Rama VI and King Rama VII. Probably because of this, when the brewing machinery arrived in Thailand, there was rumor that Boonrawd had imported artillery from Europe to help the royalist camp return to power.20 Second, Mr. Boonrawd had to renegotiate the beer tax with the new government. The People’s Party government wanted to collect the beer tax at the same rate as imported beer. It is interesting that the reasoning that the new government gave to Mr. Boonrawd was “if the government reduced the beer tax, it might encourage other companies to found new breweries.”21 The negotiation impasse was overcome only with intervention from King Rama VII. However, the tax rate was increased to 10 satang per liter (still cheaper than imported beer duty at 15 satang per liter).22 Also, the post-1932 government demanded more money despite the taxes they were already receiving.23

During the 1930s, the Boonrawd company had four board of directors and Mr. Boonrawd Bhirombhakdi was elected as chair and managing director. The composition of the first board had several implications. First, it demonstrated close collaboration among the Chinese, European and royal capitalists. Apart from Mr. Boonrawd, the remaining board members were representatives from each group. Second, by having Phraya Thephatsadin as one of the founding board members, it signified a compromise not just with the royalist but the new powerholders, the Khana Ratsadon (People’s Party). Phraya Thephatsadin was a retired military officer who was appointed as a commander of Siamese Expeditionary Force during World War I.24 As a well-known royalist, his position as an appointed Member of Parliament and vice President of the National Assembly can be considered as a compromise between the People’s Party and royalist camp.

Thus, during this period, Boonrawd could not only rely on his royalist network but also tried to create a network with new power elites. Although he was not a founding member of the Khana Ratsadon (People’s Party), he was a member of the People’s Party Club. In 1934, he made sure to distribute the first batch of beer at the People’s Party Club dinner party to commemorate the second anniversary of the 1932 revolution.25 With the support from both royalist and People’s Party camps, the newly founded brewery was able to expand the domestic beer market share quite rapidly. By 1935, Boonrawd brewery could take up to 40% of the market share. The key success factors included rising beer import tariffs, an extensive and national expansion of beer distribution, and a nationalistic marketing style. By 1938 or less than 5 years of operation, Boonrawd Brewery controlled almost 60% of the market share, and after that Boonrawd was able to dominate the Thai beer market (see Table 8.2).



Table 8.2 Siamese/Thai Domestic Beer Production and Import Volume, 1933–1940 (Unit: Liter)


	Year
	Domestic Production
	Import



	Volume
	Share (%)
	Volume
	Share (%)





	1933
	0
	0
	1,437,797
	100



	1934
	953,173
	42
	1,323,201
	58



	1935
	1,621,570
	54
	1,355,435
	46



	1936
	1,395,145
	45
	1,691,853
	55



	1937
	1,372,404
	56
	1,083,859
	44



	1938
	1,339,777
	58
	956,904
	42



	1939
	1,424,521
	59
	975,542
	41



	1940
	1,174,022
	60
	784,105
	40






Source: Adapted from Nambara (2004, p. 25).

Overall, formal institutions in terms of the supportive role of the state were instrumental to strengthen Boonrawd in several ways during this formative period. First, it erected a protective wall of imported beer tariffs: the customs tariff for beer was increased from 12% ad valorem in 1931 to 30% ad valorem or 15 satang per liter in early 1932. As for domestic beer, tax was 33% lower than those of imported beers. Second, connections proved beneficial especially in the competition with cheap imported beer. In 1935, Phraya Thephatsadin, the Vice Chairman of the House of Representatives and one of the Boonrawd Brewery board members submitted a petition to the government reporting the illegal use of the Thai statemen’s picture in advertising the imported beer products. In another case, when the Boonrawd Brewery was sued by the Fraser and Neave Ltd, regarding the use of a trademark similar to the symbol of that company (a lion or Singha in Thai), Siam’s court and the government ruled in favor of the Boonrawd company.26

Aside from state assistance, there are two other reasons for the successful domination of Singha beer in the Thai beer market. These are taste and brand loyalty.

Regarding taste, from the very beginning, it was originally the intention of Mr. Boonrawd to brew Thai beer so as to match the preferences of the Thai palate. He once said that Thai people do not like bitterness and soft taste of beer. Thus, he designed his beer to have strong but not an overly bitter taste and high alcohol content, or in his words “double the alcohol (those of imported beer).”27 If true, this could be the secret behind the success of Boonrawd in competing with imported beers. Sociological institutionalism would tell us that the procedures of successful beer-brewing in Thailand are a function of knowing how social appropriateness in Thai cultural practices influences the cognitive scripts which guide human action in terms of beer tastes. In Thailand’s domestic beer market, every brewery has tried to follow Boonrawd’s lead and make beer in a similar style. According to one study that conducted the blind taste, most respondents could not differentiate the taste and could not pinpoint which bottles was the Singha beer. In this sense, the taste may not be the most crucial factor behind the Boonrawd Brewery’s success over other domestic companies.28

As for brand loyalty, its main sources are from the brand’s marketing strategies on the one hand and its strong distribution network nationwide on the other. First, Boonrawd’s attractive marketing strategies could be seen even before the launching of the first batch of beer. The company held a design competition for beer logos and labels to help stimulate consumers’ recognition of new beers. Originally as a symbol of civilization, Mr. Boonrawd then added several values into his beer, notably nationalism and good health. Indeed, Boonrawd opted for ‘negative campaigning’ in contrasting his beers which were advertised as fresh, chemical-free, and good for health while imported beers were deemed full of harmful chemicals.29 Nationalism appeared as a main theme of Boonrawd beer advertisements during the initial period. This can be seen from various beer slogans such as “Country is a home, soldier is a fence, Thai beer is a national industry” and “Thai beer, Singha beer.” Various iconographies appeared on the Singha beer label also reinforcing the ‘Thainess image’. Two most important symbols appearing on a bottle or can of Singha beer are the ‘Singha’ or lion which also represents the government’s mark and the ‘garuda’ which is a symbol of the King.

Brand loyalty was encouraged by the fact that Boonrawd had an advantage over other Beer brands of being a first-mover in the nationwide distribution network. As the historically oldest and longest-lasting Thai beer, its taste, logo, and perception of beer have long been engraved into the Thai drinking “mind.” Owing to these factors, a new brewery could simply not compete with the Singha beer in the same market segment. That is why the Amarit Brewery, a competitor of Boonrawd, was forced to locate or create a new beer market.

Moreover, a strong nationwide distribution network is necessary for delivering beer to consumers, and Boonrawd had it. From the outset, Boonrawd Brewery has invested in building a well-integrated nationwide distribution network from wholesalers to retailers. Most of them were sole distributors selling only Boonrawd Brewery beers. The greatest challenge for breweries in the preliminary period when transportation infrastructure and storage technology were relatively underdeveloped was stock management. Due to relatively short shelf life of beer, it was quite difficult for new breweries to employ a market dumping strategy. Because of poor stock management and an inability to flood the market with their beers (market dumping), Boonrawd’s competitors failed to expand their beer market share.30



8.3.2 Thailand’s Military Challenge to Boonrawd

It was not until the late 1950s that a second brewery came into being and competed with the Boonrawd Brewery. This challenge to Boonrawd’s monopoly was spearheaded by the powerful Sino-Thai Tejapaibun clan, backed behind the scenes by Field Marshal Sarit Thanarat, who dominated Thailand during 1958–1963. According to the Sorawich Bhirombhakdi, the main rationale of Sarit, who was the mastermind behind the establishment of the Bangkok Beer, was to make money from this lucrative industry. As he thought that beer was a popular beverage among military officers, the new brewery would be easily successful. Various state mechanisms were mobilized to help this new brewery. For instance, the Sarit government used tax investigations to impede or disturb the Boonrawd Brewery from expanding its business. There was even a rumor that the Field Marshal Sarit had a plan to nationalize Boonrawd Brewery. This plan, however, does not materialize because of the early demise of the Field Marshall Sarit.31 One reason that the Boonrawd Brewery could weather the political storm was it could still maintain a close relationship with the palace. While almost all private companies during this time had to appoint high-ranking military officers as board members, Boonrawd was a rare exception. According to one interviewee who has a high executive position at the Singha Corporation, at that time the Boonrawd Brewery had already had a representative intricately linked to the palace as a board member, so it was not necessary to appoint military officers.32

In December 1958, the Bangkok Beer Company was formed. The palace seemed to informally endorse Sarit’s control over Bangkok Beer and other companies which he created at least through its support of the Sarit regime. Moreover, there is no evidence of any formal palace opposition to Sarit’s establishment of these businesses. Initially, Bangkok Beer was successful, taking advantage of the strong demand for beer which Boonrawd could not satisfy. At first, production by Bangkok Beer reached 12 million bottles per year. It produced several brands, including Hanuman Beer (featuring the head of the white monkey in Thai literature), Map Beer (featuring a map of Thailand) Krathing Thong (featuring a golden bull) as well as Khun Paen, Phayak, and Bia Dam (a dark beer). In a decision made at least partly to benefit Bangkok Beer, Sarit in 1959 allowed “the private sector to move into the production of alcoholic beverages by allowing companies to bid for the rights to run the Bang Yee Kan factory.”33 Of course, private enterprises favored by Sarit (such as Bangkok Beer) most likely possessed advantages in such bidding. In addition, when sales of Hanuman Beer began in 1961, Sarit demanded that all Thai bureaucrats must buy it.34 Following the death of Sarit in December 1963, Bangkok Beer began to encounter financial problems. Part of these problems stemmed from the investigation into Sarit’s own malfeasance following his 1963 death.

Following this scandal, Bangkok Beer was sold to Uten Techapaiboon and Sahat Mahakun, who worked with Bang Yee Kan Distillery.35 Bangkok Beer’s name changed to Thai Amarit in 1966. Beer Amarit tried to compete in the same market as Boonrawd’s Singha beer, but it finally failed. In 1973, Amarit briefly acquired the license to distribute Guinness in Thailand.36 By 1976, Amarit could secure only 4% of the market share while the Singha beer controlled the lion’s share of 95%.37 Amarit thus devised a new strategy, opening a new market, the premium beer segmentation. Instead of developing its own beer, Amarit, in 1975, opted for licensing a German beer, Kloster. Kloster was owned by the German Beck & Co. In addition, as the Amarit Brewery positioned itself to sell Kloster as a premium beer, it employed a color branding strategy using the green bottle to associate with the premium beer. One of the most memorable slogans of Kloster beer was “Happiness you can drink.” This marketing campaign of the Kloster has a lock-in effect in changing the consumer’s perception by differentiating the beer’s quality by considering the bottle’s color.38 At its height, Kloster was able to capture up to 8% of the market share, while the Singha beer still enjoyed around 90%.39 Amarit also acquired the license to sell Becks itself in 1986. In 2003, Belgian Brewing Company Interbrew, which had acquired the dominant share of Beck & Co, sold the production, distribution, and marketing of Kloster to Boonrawd. Then in April 2004, Philippine Beer Giant San Miguel Corp. bought the assets of Thai Amarit for US$102 million.40 Neither Boonrawd nor San Miguel continued making Kloster or Amarit and they have not been produced in Thailand since.



8.3.3 Liberalizing Happiness: From Monopoly to Oligopoly

During 1992–1997, a combination of factors produced a critical juncture in the Thai beer industry which moved Thailand’s beer market structure from a Boonrawd-controlled monopoly to an oligopoly. First, there was a partial liberalization of the beer industry. Before this time, apart from Boonrawd and Bangkok Beer, the government did not grant beer brewing permission to any companies. Actually, after the promulgation of the Liquor Act of 1950, it was not until 1983 that the government clearly stipulated in detail the process of establishing a brewery. For some, the 1983 regulation regarding the control of brewery promulgated by the Excise Department could be considered as the first reluctant attempt of the government to liberalize the Thai beer industry. The key rationale for this was to increase the government income during the second oil crisis.41 In 1992, the Anand Panyarachun administration, the champion of liberalization, took further steps to liberalize the brewing industry by lowering barriers for entry into beer industry for multinational corporations. After that, four new licenses were granted to the Carlsberg Brewery (Thailand), the Beer Thai (1991) Company, the Thai Asia-Pacific Brewery, and the San Miguel Brewery. Interestingly, these first three new breweries were owned by two big tycoons in the liquor industry, Mr. Charoen Sirivadhanabhakdi and Mr. Vanich Chaiyawan. The former entered into the beer business by first collaborating with the Carlsberg Brewery and then forming his own company (Beer Thai 1991 Company). The latter approached another global brewery, Heineken.

Second, it was the advent of Charoen’s Beer Thai 1991 or later the Thai Beverage Company (Thai Bev) that caused a beer industry disruption. When Carlsberg’s was unable to challenge Boonrawd’s domination of the market, Charoen bought out Carlsberg’s share and started brewing a brand-new local product, Chang Beer in Carlsberg’s old brewery.42 Within the first five years of operation, Chang Beer was able to dethrone the Singha Beer as the market leader with a market share of up to 57.96% in 1999.43 It is generally argued that the success of Chang Beer owed partly to its notorious beer-plus method or tie-in sale and market dumping. The first strategy was possible because of the monopoly of the Thai liquor industry by Mr. Charoen. He utilized this position to force distributors to accept his new beer product; otherwise, he would not sell liquor to them, especially given that liquor products such as Thai whiskey and white spirits are more popular in the rural area. This is why the tie-in sale strategy could work. Even though this strategy was later on ruled an unfair trade practice by Thailand’s Competition Committee under the Competition law of 1997, this committee could not fully enforce this decision due to a lack of a detailed definition of “market dominant.”44 As for the second strategy, the Chang Beer had employed the cut-throat price competition during the initial period. While the Singha Beer sold around fifty-five to sixty baht for a bottle, the price for the Chang Beer was as low as twenty to thirty baht a bottle or the so-called “4 or even 5 bottles for 100 baht strategy.”45 A third strategy was Charoen’s manipulation of tax laws. Charoen successfully claimed to the Excise Department that he should pay cheaper taxes than Boonrawd, taking advantage of his long-cultivated ties with bureaucrats, then using the tax differential to undercut Boonrawd during the post-1997 financial crisis, thus initially capturing beer market dominance.46

A third reason for the critical juncture was the success of political connections. Indeed, it certainly did not harm Charoen’s Beer Thai 1991 that Mom Rachawong Adulakit Kitiyakara, then-Queen Sirikit’s elder brother was the first chair of the board of directors. As for the Thai Asia-Pacific Brewery, it always had well-connected persons appointed as board members, such as members of the Sarasin family who descended from a secretary to King Rama IV.47

A fourth reason for the critical juncture was the construction of successful beer distribution networks. Indeed, Charoen’s Beer Thai 1991 could utilize Charoen’s already well-established nationwide liquor (whiskey) distribution structure to help distribute his new beer products to customers. Regarding the Thai Asia-Pacific Brewery, the Sarasin Family, one of the key partners, had extensive experience in the beverage business (Coca Cola). Thus, the company could use this distribution network.

Fifth, fortuna played a role. Two unexpected events were somewhat attributable to the Thai beer industry disruption. First, in 1995 the newly build Singha beer factory in the Pathumthani province had a fire accident. This, in turn, affected almost 80% of the Singha beer production supply.48 The beer supply shortage of the market leader opened a golden opportunity for other market challengers to capture market share from the Singha beer. Second, the 1997 economic crisis had greatly worsened the Boonrawd company’s situation in two ways. On the one hand, the Boonrawd Brewery borrowed copious amounts of capital from international financial institutions in building its new Pathum Thani Brewery.49 So, when the crisis came, its debt was almost doubly increased. On the other hand, the troublesome economic conditions greatly affected the consumer purse. In this situation, such a cheaper product as Chang Beer became more popular.50

By 1999, the beer market structure had transformed into an oligopoly. The market leader was the Beer Thai 1991 with a market share of up to 57.96%. While Boonrawd Brewery, the old champion which had dominated the Thai beer market for almost half a century, could secure only 34.81% (See Table 8.3), at its peak in around 2003, Chang Beer could dominate the beer market by obtaining up to 75% of market share. During 1998–2000, Boonrawd retaliated against the dominance of the Beer Thai 1991 by producing new, lower-priced associated beers. These included Leo Beer (begun in 1998), Super Leo Beer, Super Lion Beer, Singha Gold Beer, and Mittweida Beer. The latter two were meant to take on Heinekin, Amarit, and Kloster. Boonrawd also reduced the price of Leo Beer in 1998 to compete more favorably with Chang Beer in order to regain market share. Indeed, Boonrawd did regain 20% of the market share by the year 2000.51 Nevertheless, it was not until 2006–2007 that the Boonrawd Brewery started to regain its dominant position from the Beer Thai 1991, which had become consolidated into the Thai Beverage Company (Thai Bev) in 2003 (See Figure 8.1). Since then, Boonrawd has been able to maintain its status as beer market leader, in a duopoly with Thai Beverage Company, with a market share of around 50–60% while Thai Beverage captures around 30–40%.52



Table 8.3 Thai Beer Market Structure in 1999


	Company
	Brand(s)
	Production (Million Liters)
	Market share (percentage)





	Thai Beer 1991
	Chang
	607.5
	57.96



	Boonrawd Brewery
	Singha, Leo
	364.9
	34.81



	Thai Asia-Pacific Brewery
	Heineken, Amstel
	45.3
	4.33



	Carlsberg Brewery Thailand
	Carlsberg
	17.4
	1.66



	Thai Amarit Brewery
	Kloster, Amarit, Beck
	13.1
	1.24



	Total
	
	1,048.2
	






Source: Sankrusme (2008, p. 493).



Table 8.4 Structure of Thailand’s Beer Oligopoly in 2000


	Company
	Brand(s)
	Production (Million Liters)
	Market share (percentage)





	Boonrawd Brewery Co., Ltd.
	Singha, Leo, U-Beer, etc.
	607.5
	55–60%



	Thai Beverage Plc. (Thai Bev)
	Chang, Archa and Federbrau
	364.9
	35–40%



	Thai Asia-Pacific Brewery (TAPD)
	Heineken, Tiger, and Cheers
	45.3
	4–5%



	remainder
	craft beer and imported beer
	17.4
	0.5–1%



	Total
	
	1,048.2
	100%






Source: Based upon Flanders Investment & Trade (2020, p. 4).
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Figure 8.1 Thailand Beer Market Share (1995–2008)

Source: Based upon Bhirombhakdi (2017, p. 245).



With regard to the brand, Boonrawd’s strategy of using Beer Leo to revitalize its market dominance appears to have paid off. Indeed, in 2020, beer market leaders are Leo (53%), which is followed by Chang (35%), and then Singha (7%), and finally Heineken (4–5%). In 2020, beer in Thailand is trifurcated into different segments, based upon appeal. The most popular is the mainstream segment, which is relatively cheap Thai beer but with a famous domestic brand name. These mass or local lagers (e.g., Leo, Chang, Singha) account for 94% of the market share. Then there is the premium segment, which includes more expensive beers, but beers more diversified in taste and perhaps more pleasing to the palate. These include foreign brands produced locally (e.g., Heineken), imported beers, craft beers, and international brands. These beers account for a 5% market share, with Heineken capturing 94–95% of this segment and Thai craft beers far less. Finally, there is the budgetary-economy segment. These are considered the low-end beers, which tend to also have lower distribution, and include Archa Beer. This segment account for 1% of the market share.53

With competition continuing among Thai beer companies, Thai consumption of beer has continued to spiral upward. Buttressed upon an era of economic development beginning in the early 1960s and despite the 1997 Asian financial crisis, beer consumption has persisted in growing (see Figure 8.2).
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Figure 8.2 GDP, Cement and Beer in Thailand (1963–2007)

Source: Based upon Akira Suehiro (2022).






8.4 Democratizing “Happiness”? Obstacles in the Beer Market, Craft Beer Revolution, and Political Protests

The history of the Thai Craft Beer revolution began in 2012 and was led by Dr. Wichit Saiklao, a Thai military colonel. After being exposed to the American home-brewing culture during his study time in the US, in 2012 he started his home brewing experiment with a beer brewing kit ordered from Amazon. After that, his house in Pakkret, Nonthaburi province, has since turned into a craft beer bar and in 2014 he opened a beer brewing academy. Since then, several of his students started craft beer businesses and became a key driving force for revolutionizing the Thai beer industry.54 Dr. Wichit laid out three steps for his vision to revolutionize Thailand’s beer industry: first, developing the self-learning center for craft beer; second, establishing the “MITR Brewery,” an open brewing company where independent brewers can brew and sell their beers; third, amending existing draconian alcohol laws to lift the “big barrier to entry” in the existing draconian alcohol law.55

The high barrier of entry into the alcohol industry can be seen in the fact that it took almost 4 years for Dr. Wichit to acquire the Mitr Brewery license56 and since he began producing craft beer, Dr. Wichit has been fined eight times, paying more than $1,500.57 Thailand’s Excise Department now grants only ten industrial breweries and twenty small brewery licenses each year.58 However, the two dominant companies, Boonrawd Brewery and Thai Beverage, control around 93% of Thailand’s beer market share; while the small and medium companies, including craft beer and import beer companies, had only 1.4% of the market share in 2019.59

The state has used formal institutions—laws—to establish punishments for individuals attempting to influence the path of Thailand’s beer oligopoly. Fines for violations of basic laws relating to beer were increased from their original, almost quaint 200 baht ($6) for possession of bootleg alcohol to 10,000 ($300). For actually brewing without a license, fines were increased from 5,000 baht ($150) to a range of 50,000–100,000 baht ($1,600–$3,200), plus jail time. For small breweries, the law requires production of at least 100,000 liters (852 barrels) but no greater than 1,000,000 liters (8,520 BBLs). To obtain an industrial license a potential brewer must now produce 1 million liters to 10 million liters (85,200 BBLs) of beer per year. In addition, the brewer must demonstrate available capital of at least 10 million baht ($320,000). It should be noted that the beer industry is the only industry where the government requires at least 10 million Baht of start-up registered capital. Moreover, according to the Thailand Development Research Institute, the transaction costs for applying for a beer license are approximately half a million baht.60 Another major barrier is the complicated tax system in Thailand. Because most of the Thai craft brewers do not have enough capital as required by law, they have to produce beer abroad and import it back to the Thai kingdom. As a result, apart from the 7% VAT, excise tax, Thai Health Tax, and TV advertising tax, craft brewers’ beers are subject to huge import duties. Altogether, the tax burden for imported Thai craft beer can be as high as 400%.61

Yet another barrier to Thai beer, particularly affecting Thai craft beer, has been a non-tariff barrier—a moral barrier to entry of beer into the Thai market. This is the movement of Buddhist groups in Thailand in opposition to the expansion of the beer market. Such a religious obstacle is evidence as to how sociological institutionalism raises its head regarding Thai beer. Buddhist activism, representing a derivative of Thai culture is seeking to limit beer, thus influencing the cognitive scripts of human action. Even such a market giant as the Thai Beverage Company cannot overcome this moral barrier. When Thai Bev attempted to be listed on the Thai stock market in 2005, it faced fierce opposition from religious movements of around 50,000 people and 172 organizations.62 Interestingly, among the vocal voices behind this movement were Dhamakaya and Santi Asoke, the two most influential Buddhist groups in Thailand that have formidable political influence.63 It is probably the first time that these two movements with contrasting ideologies can be united together.64 Owing to this intense opposition, the Thai Beverage Company opted to be listed in the Singapore stock market instead of in Thailand. These religious movements together with civil society organizations mostly in a health sector have been key actors behind the successful passage of various laws and regulations that have institutionalized their moral barriers to beer, especially regulations regarding the alcohol advertising ban (2003 and 2006) and the alcohol beverage control Act of 2008.65 According to key informants, these laws and a bureaucratic mindset at Thailand’s Ministry of Public Health have become the largest hurdle for craft brewers.66

What became quite interesting in the Thai craft beer movement beginning in 2020 was the intersection between the craft beer and democracy movements. The key policy entrepreneur behind the craft beer movement is Mr. Taopiphop Limjittrakorn, once an illegal home brewer who became a Member of Parliament. After joining the Future Forward Party and then the Move Forward Party, he continuously pushed for the revision of the Excise Tax law or the so-called “Progressive Liquor Bill.” In so doing, he did not rely solely on the formal institutional arena of the Parliament but also forged an alliance with civil society actors. He has become the most important supporter behind the formation of Thailand’s craft beer association. In addition, he has close linkages with the People’s Beer Movement, which has been highly active in Thailand’s post-2020 democracy movement.67 As for the People’s Beer Movement, it can be considered as a (craft beer) consumer’s movement. Interestingly, most Thai craft brewers rarely join both the People’s Beer movement and the democracy movement. They are inclined to have a neutral stance on self-censorship when it comes to political matters.68

The two big brewers Boonrawd and Thai Bev seem to have had three strategies in responding to the rise of craft beer movement. First is cooptation. This is the strategy that the Boonrawd Brewery uses. It recently inaugurated what it calls the Issara (or literally ‘autonomy’) Academy to open the craft brewing course. So, numerous craft brewers have come to have a close connection with Boonrawd and some of them opt to work for the Boonrawd Brewery.69 Second has been the launching of new craft beer style products. Both companies employ this strategy. For example, Boonrawd has Snowy Weizen and Est.33 Kopper. Thai Bev has Huntsman and Black Dragon. A third tactic has been merger and acquisition. Some big breweries utilize this strategy by buying up successful yet independent craft beers. For example, Boonrawd purchased one-third of the shares of the Fullmoon Brewworks Ltd that brews the Chalawan beer, one of the most successful Thai craft beers.70



8.5 Conclusion

This chapter has demonstrated how beer in Thailand moved from uncontrolled imports during its earliest period to a monopoly in 1933, to oligopoly in the 1990s, to its most recent condition where craft beer began to enter the market. The “happiness” of Thai beer has incrementally become more unencumbered, though it has a long way to go. Based upon Historical and Sociological Institutionalism, the chapter has argued that historical legacies of strong state support, international factors, communal backing from elites who savored the taste of beer, and royal authorization were all essential in locking in the onset of path dependence for a beer market structure which was initially a monopoly of Boonrawd. Challenged unsuccessfully by the military and then other Thai elites, the monopoly persevered, assisted by royal and legal support. In 1992–1997, a critical juncture of new laws, novel strategies, and unexpected events changed the beer monopoly into an oligopoly. Craft beer later emerged, capturing only a tiny part of the market, though it was hindered by laws helping the top two beer companies Boonrawd and Thai Bev. Demands for a more democratic beer market became part of the movement in Thailand for more democracy.

At the beginning of this chapter, five questions were asked. How and why did beer emerge as an alcoholic beverage in Thailand? What role did the state play in shaping the evolution of Thai beer? How has competition evolved in the domestic Thai beer market? To what extent has a Thai craft beer industry emerged? Exactly what are the political demands of protestors relating to beer? In answer to the first question, beer emerged as an alcoholic beverage in Thailand because of a collection of events which occurred during 1855–1929: the Bowring Treaty, World War I, the 1929 global economic crisis, and changing appeals in the palates of local elites. In answer to the second question, given that Thailand was traditionally a strong state, the monarchy and then the bureaucratic polity played a leading role in instituting formal institutions (laws) which influenced the development of the beer market structure. In answer to the third question, while competition has grown (with the shape of the market moving from monopoly to oligopoly), laws biased in favor of the top two beer companies continue to hamper efforts by small beer companies to compete in the beer market. In answer to the fourth question, despite efforts by the two leading beer companies to maintain their beer dominance, craft beer has nevertheless entered into the beer market, though it as yet offers little threat to beer conglomerates given that they generally appeal to the mainstream segment of beer drinkers while craft beer is attractive to the premium segment. In answer to the fifth and final question, those people seeking a more democratic beer market in Thailand specifically seek the removal of laws which impede small beer companies from becoming part of the market.

For the future, Thailand will continue to be a land of beer. But pressures from craft beer makers have shaken the market, leading to the production of new, small beers while forcing the dominant beer companies to consider beer innovation. As a result, more than ever, beer in Thailand will likely become increasingly pleasing to the palate—assuredly a liquid “happiness” to be imbibed.
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Since the establishment of the Lao People’s Democratic Republic (LPDR) in December 1975, the production and sale of beer has been a closely monitored industry for both revenue purposes and how it helps to regulate the tempo of the Lao populace. Prior to the arrival of the French in the late 19th century, the production of beer was largely a foreign practice, except for grain-based ‘jar wines’ produced primarily by the Mon-Khmer-speaking minorities of the uplands of the Lao interior. The colonial conquest of Indochina by France saw the introduction of commercial-style beverages and accompanying taxes for the production of alcohol. In the context of the armed revolutionary struggle which dominated the latter half of the 20th century, beer served as a tool of diplomacy and a symbol of affluence. The story of beer in contemporary Laos is dominated by the Lao Brewing Company (LBC). It generates huge amounts of income for the nation’s coffers. This chapter will examine the evolution of beer production and consumption in Laos. It will discuss the role of Beerlao in helping to promote the dominant narrative of the ethnic Lao in the nation’s identity.

Writing this chapter involved a degree of trepidation since accessing official data is difficult and the influence that the LBC wields inside Laos is immense. The chapter traces the evolution and historical path dependence of beer in Laos. It covers the pre-republican origins of beer consumption in Laos and the modern development of the LBC and other companies up until the 21st century.

When the French established colonial rule in Indochina, there began to be rules and laws on the production, sale and consumption of alcohol in Laos. The post-1893 colonial period enforced strict controls on alcohol use in Laos as France sought to recoup revenue for the colonial administration. By the late 1930s, the Brasseries et Glacières de L’Indochine (BGI) factories were busily producing ice and bottles of Bière Larue from facilities in Phnom Penh, Cochinchina, Annam and Tonkin, and then shipping them off to Laos to the small number of Europeans serving in the colonial bureaucracy.

The US presence during the 1960s was critical to the spread of US beers inside Laos. This was because they developed a network of airstrips across the country. Beers such as Asahi, Kirin and Sapporo were also brought into Laos by Americans who had spent time in Japan on rest and recuperation.1 Various bars of ill repute in Laos’ capital, Vientiane, served imported beers. They were frequented by Neutralists, Royalists and covert operatives from the numerous diplomatic missions that occupied the capital. Amongst the working-class beer was sold at cock-fighting, boxing and football stadiums.

In May 1972 Amarit beer from Thailand was advertised in the “Vientiane News” as it celebrated its first place at the world lager competition held at Earl’s Court in London the previous month.2 The sole agent for Amarit in Laos since 1970 was Mongkhol Phanith (AKA Yong Soon Huat), who owned a transportation company with the same name located on Samsaenthai Road, Vientiane. The Mongkhol Phanith Company donated ten boxes of Amarit beer to the Rotary Club of Vientiane in June 1973, while Brasseries et Glacières du Laos (BGL) donated 100,000 Lao kip (LAK).3 Hence, the culture of beer company sponsorship began early in Laos. In March 1974 the Royal Lao Government (RLG) taxed foreign beers to the sum of 813,400 LAK, while domestic beers paid 14 million LAK. In April, the BGL donated a case of 33 Export beer to the Rotary Club of Vientiane.4 This was an early example of product placement. In September, the BGL increased its price for beer as the political and economic climate in Laos became tense in the wake of Premier Souvanna Phouma’s heart attack and subsequent leave of absence.

The rise and domination of Beerlao is a long story. The original LBC was initiated in 1969 as a joint-venture between French and Sino-Lao entrepreneurs under the name BGL. Construction for the brewery began in 1970. On October 15, 1973, the BGL factory began commercial production. The project cost about $4 million, with 64% of the capital coming from Lao investors and 36% from foreigners.5 The French investors had an 85% stake.6 In the beginning, BGL had three divisions, namely beer, Coca Cola bottling and ice. BGL also produced Fanta, Sprite and Top. The beer production capacity was around 3 million liters per year, along with 1.5 million liters of carbonated drinks7 and a daily production capacity of 120 tons of ice. The factory produced 2,000 cases of beer per day and 2,500 cases of soft drink. Initially, the BGL enjoyed the benefit of having duty free imports for its raw materials. The excise duty on beer was dropped because beer was being produced domestically. Nevertheless, the factory paid 17 million LAK in customs duty per month.8 The BGL had agencies in all the RLG controlled provinces and transported its goods mostly by road. The factory had its own electricity supply, but it was later linked up with the capital’s power grid.

The two products BGL made were Bière Larue, a Pilsner for the local market, and 33 Export for sale in Vietnam and Cambodia.9 It is claimed the name Larue was used to reach all levels of society because its meaning implied that everyone could drink the beer on the street, due to the literal meaning in French being “the street”. The original labeling was just black and white showing the Bière Larue tiger looking face on. Large bottles of Bière Larue sold for 350 LAK, while small ones were 200 LAK.10 In its first two years of production, the BGL was only able to produce 90% of the total production.

In October 1973, the “Vientiane News” announced that BGL, Pepsi, Mongkhol Phanith, and the Lao Vieng Distillery would be hosting booths at the That Luang Festival, which took place during October 28–November 10. The BGL had a large display of its operations included in the French exhibition hall as well as other signage around the fairgrounds. Its booth hosted by its management team of three French and two Lao had a live band and eight beer promotion girls (PGs). The King, Crown Prince and Prime Minister of Laos all visited it and were given complimentary beers. Mongkhol Phanith had a large display for Hardy Cognac and Holsten beer. The managing director of the BGL was presented with a gift of acknowledgment by Sisouk Na Champasak, then Minister of Finance in the RLG. This honeymoon period did not last long as in November hundreds of BGL employees went on strike in response to the French manager’s contempt of Lao staff. This was because he had kicked a rice container while his staff were eating and then fired them. The rice container is held in high regard by Lao people and must be treated with respect. Thus, striking it with the foot, the least sacred part of the body in Buddhism is considered a great offense. In addition, the factory workers complained that they were denied lunch breaks and were demanding a pay rise. Meanwhile, residents in the adjacent Salakham village complained to the BGL about the discharge of dirty factory water into their nearby pond which had resulted in the death of fish.11 In December the Director of the Labor and Employment Department in the RLG, Mr. Thongbay Sayarath, visited the factory to survey employees’ work conditions, salaries, work hours and other problems.

By the early 1970s, the consumption of beer in Laos had gained global exposure through Paul Theroux’s best-selling travel novel The Great Railway Bazaar. In the novel, Theroux, who visited Vientiane in 1973, observed that “opium is easier to find than a cold glass of beer”.12 This presented the reader with the image that Laos was brimming with narcotics and suffering from a shortage of beer. Of course, the latter was definitely not the case.

On January 11, 1974, Prime Minister Souvanna Phouma officially opened the BGL factory and toured the facility. In late March, King Savang Vatthana and senior RLG officials toured the BGL factory, while visiting Vientiane for Army Day celebrations.13

BGL produced 2.85 million liters per year between 1975 and 1976. In the wake of the Pathet Lao revolution in Laos on December 2, 1975, the BGL was nationalized,14 changed its name to the LBC, and emphasized the beer brand Bière Lao over Bière Larue. The new labeling added an orange-colored tiger’s face which lacked the style of the original version. On November 1 forty staff from the LBC set up the first branch of the Lao Trade Union in Vientiane.15 The 1975 regime change caused the LBC to only produce 12,800 liters per year due to a shortage of imported raw materials. In 1977 LBC became an SOE under the jurisdiction of the Ministry of Industry and Handicrafts, which was led by Maisouk Xaisompheng. The Lao Government bought back all the shares from the former French investors and the production capacity was increased to 536,300 liters.16 However, the poor functioning of the SOE nearly brought beer production to a halt.


9.1 Kissana’s and Sivilay’s Revolutions

The evolution of the beer industry in Laos occurred during 1986–2016—thanks to Kissana Vongxay, who was born in Ban Keun, Thulakhom district, on February 4, 1953.17 After studying at the Lycée Vientiane, Kissana was awarded a scholarship to go study economics in France at Rennes University. In 1977, he returned to Laos and was subsequently sent to undergo three months of re-education. Following this Kissana was assigned to the Ministry of Trade and Industry’s Planning Department, which involved working with various factories in Vientiane.

In 1981, the Lao Government merged LBC with the Pepsi bottling company, thus creating the Lao Beer and Soft Drink Company (LBSDC). Kissana was transferred to it where he served as deputy director. Thereafter, he learned the business from the ground up. He oversaw operations at the two factories, which involved introducing various modernization measures to rehabilitate the industry which had suffered from political and administrative restrictions (and thus diminished production) since 1975.18 In 1981, the LBC produced 800,000 liters of beer.

During 1984–1985 the Bière Lao’s share of the domestic beer market was only 50%. Lao people preferred foreign beers such as Heineken, but the market was very small and largely restricted to the capital. In 1986, Kissana was appointed LBC’s managing director. The opening up of the Lao economy occurred in the wake of the 4th Congress of the Lao People’s Revolutionary Party (LPRP) in 1986 which launched its New Economic Management Mechanism. This policy endorsed a market-oriented economy which allowed the LBC to gain valuable capital and expertise to rejuvenate its operations. After the 1988 detachment of LBSDC’s soft drink wing, the result was that the LBC in 1989 became unified under one brand, Bière Lao. The influx of foreign capital into the Lao alcohol market began in the 1990s. In 1990, the LBC produced approximately 4.46 million liters of beer.19

In 1992, LBC produced 8.7 million liters. A year later its annual beer production reached 10 million liters.20 At this time, the LBC had 300 employees. After the introduction of the open-door policy for foreign investment in 1993, the LBC was invested in by two Thai trading companies. Consequently, the Lao Government had 49% of the shares, and the Loxley Public Co. Ltd and the Italian-Thai Public Co. Ltd had 51%.21 This enabled the LBC to increase its capital from 800 million LAK to $6.7 million, and subsequently make major improvements. The company’s beer production jumped from 10.2 million liters in late 1994 to 25 million liters by 1997. The LBC invested in a keg line from KHS in the early 1990s. Successive investments in four turnkey glass lines were to follow.22

Sivilay Laxachak started her career at the LBC by setting up a laboratory and carrying out quality control. During 1993–1994 the LBC was unable to import beer yeast due to the collapse of communism in Eastern Europe. Consequently, Sivilay was the person who created a local beer master (Seua Bia) by recycling old yeast. She worked out how to store the beer master for up to two years. She also gave Bière Lao a new recipe. The old French recipe was bitter because it was largely based on imported grains. Sivilay’s recipe added more locally sourced rice which made the beer sweeter and thus gave Bière Lao its “unique soft taste”. Another important factor was the good water which the LBC sourced from a bore that penetrated more than 60 meters into the ground at Hatxayfong. After these successes, Sivilay became the chief of the LBC Production Division.23



9.2 Undercutting the Opposition

During the 1990s, institutions such as the Nam Phou Fountain, the Sunset Bar and the Mixay Bar were the main places for expats to enjoy a cold brew in close proximity to the Mekong. These watering holes were later followed by music bars such as Chess, Samlor, Wind West, Galaxy and Alexis. In 1993, the LBC launched a sales promotion campaign to boost its sales as imported beers had taken 15% of the market. It chose to familiarize Lao buyers with its beer by offering it in coffee shops. The beer was produced at a low cost, so the quality of the beer was not very high. In fact, it tasted very much like Vietnam’s bia hơi as it was frequently marketed in a draught form. This version was taken up rapidly and accounted for 60% of total beer sales.24 A second element of the campaign was to target Lao holidays, festivals and official ceremonies when it was customary to make toasts and then consume large amounts of alcohol. The LBC sought to replace rice beverages with its beer.25 Retailers of Bière Lao were instructed to keep large stocks of beer, so there would be no shortages during major events. In addition, the LBC set up a system of reusing bottles to reduce transportation costs.

Since 1994, the LBC has filed and registered seven trademarks in Laos.26 Kissana created a national brand marketing strategy, which sought to make everyone feel like they owned LBC. In addition, he adjusted the company’s working style from that of a planned economy to one attuned to the market economy. Kissana changed Bière Lao’s name to Beerlao in 1995. By this time the label had changed to show the classic side-on profile of the BGI black panther with the beer’s name written in green and orange-yellow. Beerlao Lager is a Pilsner (5%).27 The LBC processes rice from local sources, while barley and malt are imported from Belgium and France, and hops and yeast from Germany. The production machines come from Europe. LBC uses 30% rice in its mixture to make Beerlao. The rice is chopped up and boiled, then the malt is mashed in, and then the two are mixed.28 Kissana contributed to the development of the Beerlao legend by introducing the marketing slogan “Beer of the Sincere Lao People”.29 During the 1990s, the LBC introduced and popularized the Beerlao calendar as a marketing tool. It utilized sex appeal combined with nature and heritage scenes to promote Beerlao. The LBC monitored the Thai beer market as a means of judging how to adapt its marketing campaigns (Photo 9.1).
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Photo 9.1 Photo by the author Martin Rathie



9.3 Monopolizing Logistics

In 1995, a nationwide distribution network was formed by the LBC. The Lao Government introduced suitable distributors for the LBC through its agencies in each district. In order to maintain competition, there were always at least two agents in every province, four in larger provinces, and contracts were renewed annually to ensure compliance. Most of the distributors operated large restaurants, hotels and retail outlets. The contracts they signed with the LBC stipulated that they must carry only LBC alcoholic beverages, but they were free to carry non-alcoholic beverages.30 Domestic transport infrastructure and the development of local market institutions have affected Beerlao’s market integration. Locations with lower prices are better integrated. High prices are only justified in locations which are isolated from the domestic market because of high transport costs or the presence of local monopolies. Urban areas and villages with road access record the lowest prices for Beerlao because transport costs are relatively low. Villages with markets also have lower prices because of retail competition. Larger villages also record lower prices. Villages without road access generally have higher price levels because the direct transport costs are higher and traders have higher market power. In 1996, the LBC factory made a substantial investment in the construction of a modern wastewater treatment facility.31

From 1995 to 1997, the Tiger and Carlsberg beer companies based in Thailand attempted to secure a share of the Lao market as they followed the wave of foreign investment which was flowing into Laos at that time. Despite these efforts, they failed to defeat Beerlao and withdrew from the market. The LBC prevailed because of its local knowledge of peak periods of demand, the logistical challenges of freighting beer to the outlying provinces and its hold over the national sales network.32 The LBC was able to exclude outside competition because it held the distributors under its sway.

In August 1997, the LBC began developing a new plant at its Hatxayfong site. In that year, the LBC’s capital increased to $8.5 million. Loxley and Italian-Thai sent a team to help improve the management. This process involved some streamlining. When the new co-investors came Kissana had the opportunity to continue his management in accordance with the conditions of the shareholders who stipulated that he had to stay.33 Many of the strategies Kissana used were borrowed from ideas first employed by Singha beer in Thailand. For example, Singha had the slogan “My Country, My Beer” which the LBC adapted to “Beerlao, Meuang Lao”. This was a popular hit because it cultivated pride among Lao consumers. The strategy attracted people of all classes and was used for 2–3 years. Then the slogan was changed to “A unique beer. It is the pride of the Lao people”, which also sought to exploit the patriotic sentiments of the Lao. In 1997, LBC products started to be exported to Australia, Cambodia, France, Japan, New Zealand, Vietnam, the US and the UK where diaspora communities were located. The LBC also started producing drinking water under the brand name Tigerhead.34 The use of the Beerlao logo was an advantage because it created brand recognition and it made consumers remember the quality of production and good taste of Beerlao.



9.4 Carlsberg Infiltrates the LBC

As a consequence of the LBC’s monopoly over the Lao distribution network, Carlsberg changed its strategy from competing with Beerlao to entering into a capital alliance with the LBC. In 1999 the Loxley Public Co. Ltd sold its 25% share of the LBC to the Carlsberg Brewery Hong Kong.35 From that point on the LBC came under the guidance of Carlsberg master brewers. In late 1999 the LBC finished building its new plant at Hatxayfong allowing it to have an annual production capacity of 50 million liters.36 Around 2000, the LBC set up an environmental unit within its organizational structure. However, it did not have a written policy for environmental management.

In the year 2000, the LBC emphasized Lao textiles alongside beautiful young Lao women in its Beerlao calendar. In 2000, the Law on Land Traffic stated that vehicle operators could not drive when drunk.37 The move against drink-driving was motivated by the deaths of relatives of the Party elite and the rapid increase in car ownership. Nationwide awareness-raising activities were defined in 2001 by the Law on Hygiene, Disease Prevention and Health Promotion. This stated that each family was required to be educated on the dangers of smoking tobacco and drinking alcohol and that education should focus on prevention.38 Nevertheless, in 2002 there was a spike in drunken deaths in Vang Vieng.

The LBC monopoly which existed until the early 2000s resulted in a static product. In May 2002, Carlsberg made a major investment in the LBC by entering into a joint-venture. The acquisition of shares was made by two separate companies, namely Carlsberg Brewery Hong Kong Ltd, a subsidiary of Carlsberg Asia, and TCC International (HK), a subsidiary of Thailand-based TCC International Co. Ltd.39 The latter is the holding company of Carlsberg partner, whisky multi-billionaire Charoen Sirivadhanabhakdi.40 In April 2003, the two companies entered into an agreement to each acquire 25% of the LBC, while the Lao Government retained the other half.41 The LBC was upgraded through the addition of a new automatic brewhouse and packaging lines. The yearly production was 60 million liters, with a capacity of 1 million hectoliters.42 As it was the only brewery in Laos, LBC enjoyed a 98% market share (and continued to make that claim years later, despite growing competition).43 The total Lao beer market in 2002–2003 was shared equally between Vientiane and the provinces.

Shortly afterward Carlsberg withdrew from its joint-venture with TCC International Co. Ltd due to a feud involving Thai tycoon Charoen’s efforts to secure control of Tiger in Singapore. At this point, TCC International Co. Ltd consolidated its various brewing operations and named them Thai Beverage (ThaiBev). Charoen sued Carlsberg for $2.5 billion and later received a $120 million out- of-court payout in 2005.44 Consequently, Carlsberg took full control of the LBC shares, after paying ThaiBev for the increase in value of the LBC shares, giving it a 50% stake in August 2005.45

In 2003 the LBC sold approximately 460 billion LAK of beer and paid 200 billion LAK in taxes, the largest payment in Laos.46 The LBC produced 71.9 million liters of beer.47 It had no rivals except for imported beers which occupied only 1% of the market. LBC marketing emphasized showing pride in Laos with acts of kindness and preserving cultural traditions through their practice. Its advertising included the strategy of using medals from international beer contests.48 This was similar to the strategy used by Charoen’s Thai Beer Chang. In every television commercial for Beerlao, as well as billboards, the product was clearly tied to the material and cultural symbols of Laos, whether they be the That Luang Stupa, Patuxai, the Mekong River, Khonphapheng Waterfall, or various hydroelectric dam projects. Beerlao’s participation in supporting traditions such as the annual long-boat races earned it merit in the eyes of its consumers. The LBC plays an important role in funding sporting events such as football, badminton, volleyball and tennis49 without being restricted from advertising.50



9.5 Tiger Changing Stripes

The LBC vision is to have people recognize Beerlao as the preferred provider of beer and beverage brands and to further improve its products to become a strong brand in Laos, as well as in overseas markets. In 2005, the LBC changed its logo from the black panther head to a yellow tiger head as a form of brand revitalization. The LBC uses this logo for all its product lines to make consumers relate to the Beerlao brand. This followed the change in ownership structure; namely Carlsberg 50% and the Lao Government 50%.51

In 2005, the annual production capacity for Beerlao was 85 million liters, it employed 493 staff, and Kissana became a Central Committee member of the Lao Front for National Construction. The LBC planned to increase its production capacity up to 120 million liters per year, starting in August. It sought to market a locally produced Carlsberg and two new Beerlao products. The LBC introduced its Dark variant of Beerlao, which is a strong Pilsner (6.5%).52 This was an example of product improvisation. In an effort to expand its number of female beer consumers the LBC developed a Beerlao Light variant (2.9%). Beerlao Light failed to make an impact and was widely criticized for being watery. As a consequence, its production ceased. In November, the LBC began brewing Carlsberg under license. At this time, the LBC was valued at $56 million.

Beerlao held approximately 99% of the market in 2006.53 LBC used the slogan “Beerlao, the unique taste of Lao”. At that time there were forty-one LBC agencies across Laos, with twenty grouped in the northern region, twelve in the central region and nine in the southern region.54 In 2006 the tariff rate on beer was 40% and Beerlao was protected as a liquor conservation product. The LBC remained the largest taxpayer in Laos. Construction of the LBC’s new brewery in Champasak began in 2006 with the aim of expanding capacity by 100 million liters per year. The LBC invested $27 million into developing the brewery. It received $11 million from the Banque Pour Le Commerce Extérieur Lao Public and $9 million from the International Finance Corporation.55 In 2006, Beerlao Lager won a gold medal at the 45th World Selection in Brussels (Photo 9.2).
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Photo 9.2 Photo by the author Martin Rathie



9.6 Regional Rival

In September 2006, the Savan Brewery Company (SBC) opened its commercial brewing facility in Savannakhet province. SBC is fully financed and managed by the Xasi Group, which is led by Phouthone Xasi.56 Its beer is called BeerSavan and its initial slogan was “BeerSavan, Beer of dream-makers”. BeerSavan is a pale lager (5%). The company’s icon is a dinosaur, which gives reference to Savannakhet’s rich collection of dinosaur fossils. Initially, the SBC’s market targets were Savannakhet province and Vietnam, but later it expanded to Thailand, Cambodia and northern Laos. SBC produces a lager beer for the Savan Vegas casino in Kaysone Phomvihane district, Savannakhet, and Pattaya Lager (5%) for the Pattaya Beverage Marketing Co. Ltd since December 2012.57

In 2007 the production capacity of Beerlao was 160 million liters. At this time, 48% of the LBC distribution network was dedicated to the provinces and the rest to Vientiane. The distribution network consisted of 4,300 clients in Vientiane, who received direct distribution. In the northern region, there were 25 agencies and 1,042 retailers/outlets. In the central region, there were 15 agencies and 929 retailers. In the southern region, there were 10 agencies and 562 retailers. The types of LBC suppliers in the market included sundry shops (39%), noodle shops/cafés (7%), drink stalls (9%), entertainment venues (23%), retailers (20%) and others (2%).58

In November, Loxley Public Co. Ltd approved the disposal of its 30% share in the Lao Soft Drink Co. Ltd via its sale to Carlsberg.59 The other Lao Soft Drink shareholders were Mr. Viphet Sihachakr 30%, the Lao Government 30% and Sermsuk Public Co. Ltd 10%.60 Viphet is married to the eldest daughter of the former president of the LPDR, Khamtai Siphandone. Obviously, this connection to the most powerful family in Laos is significant. Viphet himself is from the influential Souvannavong family which has several business interests. His relative Oudet Souvannavong succeeded Kissana as the chair of the Lao National Chamber of Commerce and Industry (LNCCI). Viphet is also a member of the LNCCI. He is the director of Lao Beverage Sole Co. Ltd (LB) a trading and exporting company which was established in 2009.61



9.7 Heineken Arrives with a Bang

In 2008, the ASEAN Free Trade Agreement came into effect which meant a reduction of import restrictions. The Heineken-majority-owned Lao Asia-Pacific Breweries Ltd (LAPB) was the second brewer to be granted a beer investment license by the Lao Government and opened on March 12.62 LAPB was classified as a commercial brewery, thus having the same standing as the LBC. Its shareholders were Asia-Pacific Breweries 68%, the Lao Government 25% and SBK Consultant Ltd 7%. SBK Consultants is owned by the youngest daughter of Khamtai Siphandone. LAPB purchased 13 hectares on Veunkham Road, Nongno village, Xaithany district, Vientiane, and invested 23 million Euros to build its factory which had a production capacity of 30 million liters.63 The brewery’s water is sourced from a 100-meter-deep bore. Like the LBC, the LAPB has a network of agents in provincial Laos. It contracts truck companies to deliver its products. LAPB’s brands included Heineken, Tiger Lager, ABC Extra Stout (6.8%) and Namkhong, the Lao name for the Mekong River.64 Namkhong is a pale lager (5%) that uses barley instead of rice and does not produce much foam which suits Lao preferences. It has corn, biscuit malt and citrus aromas with a gentle bitterness and a notable sweet taste. Its slogan was “Our River, Our Beer”.65 Heineken became the best-selling international premium beer brand in Laos. Beerlao was promoted as the people’s beer. LAPB began competing with LBC by offering a buy 3 and get 1 free promotion for Tiger. In response, LBC threatened its Beerlao agents by saying it would take away their refrigerators, impose fines and cut off their supply. As a counter to these intimidation tactics, the LAPB offered retailers free refrigerators and the freedom to stock them with whatever beverages they wished. In 2017, LAPD changed its name to Heineken Lao Beer (HLB).66

Due to the increasing demand for Beerlao, especially from Cambodia, LBC opened a second production site outside of Pakse in May. The land for this site was made available by Sonexay Siphandone, the governor of Champasak, who had local residents relocated. The new plant consisted of a full managerial and technological system. The new facility was expected to produce 50 million liters and sell a large portion to Thailand.67 However, the LBC encountered difficulties penetrating the Thai market, possibly due to a lingering grudge from Charoen. The establishment of a proper border crossing between Laos and Cambodia in southern Champasak as well as the upgrade of Route 13 and increased flights aided the export of Beerlao to the thirsty mouths of Phnom Penh, Siem Reap and Kampot. The LBC began brewing LaneXang (meaning a ‘Million Elephants’ which referred to the classical Lao kingdom that existed from 1353 to 1707) Lager Beer, a Pilsner (5.5%), to serve as a fighting brand with Namkhong.68 In 2008 the LBC won the Best Financial Performance prize from Carlsberg Asia. For its 35th anniversary, the LBC ran a competition which offered as prizes three Ford cars, five Motorola mobile phones and large sums of cash. In 2008 the LBC sold 132 million liters of beer and earned $145 million.69



9.8 Going Global

In 2009 the LBC sought to change Beerlao’s image from primarily a domestic product to a global brand as it aimed to export 10% of its production. As a means to achieving this, the LBC capitalized on beer-loving backpackers and other tourists to help spread the word. It built a network of fans-turned-distributors who imported and sold Beerlao in target markets. In Hong Kong, the brand is managed by Jerry Cheung who first tried Beerlao in Cambodia in 2006. Shortly afterward he flew to Vientiane and within a year quit his job, after convincing the LBC to make him a distributor. He founded an import firm, Aseurica, which became the exclusive distributor for Hong Kong and Macau. It sponsored boating events and beach parties aimed at expats. The beer was priced competitively selling for $6.50 a bottle, roughly the same price as big-name competitors. The Lao expat Soulath Schmidt, who has lived in Germany since 1989, began selling Beerlao in Germany in the 2000s. In 2009, he sold 50,000 small bottles of Beerlao for 1.30 Euros each. Ms. Butsarakorn Srikhongrak, the LBC’s marketing manager at the time, said the unorthodox approach was effective because similar deals within Southeast Asia and in the US, UK, Japan, France, Australia and New Zealand had helped popularize Beerlao.70 In 2009 the LBC expected revenue to grow by 10%. It was hard for Beerlao to stand out in other countries against big brands like Heineken and Corona. Sivilay Laxachack said a key challenge was that few people knew where or what Laos was. However, the relative obscurity and exotic nature of Beerlao were important drawcards for many consumers.71

In 2009 a Bangkok firm called TNK Marketing Co. Ltd was contracted by the LBC to help promote Beerlao in Thailand. In addition, the LBC created the Lao Beer Importer Co. Ltd in Thailand to serve as its distributor.72 Along with Beerlao was sold Beerlao Light which had failed to attract a domestic market. Beerlao was distributed to superstores such as Makro, Tops, Villa and Foodland, and minimart franchises such as 7 Eleven.73 Meanwhile, SBC decided to enter the Thai market only in 2015, following the reduction of taxes as the ASEAN Free Trade Area diminished regional tariffs. This meant that insurance and freight costs were less burdensome. SBC began producing craft beers for the Chiang Mai Brewery (CMB). The first two varieties were Chiang Mai Weizen (Weiss bier-Hefeweizen) and Chiang Mai Red Truck Indian Pale Ale (IPA). The SBC had a 5,000-liter brewhouse and a 10,000-liter fermenter. On December 25, 2015, CMB began selling its Lao-made beers in Thailand.74

Meanwhile, LBC had gone global with Japan as early as 2002. In that year Ryoto Sangyo Co. Ltd became the authorized distributor of Beerlao in Japan. Its director Satoshi Muramatsu has a Lao father and a Japanese mother. Satoshi’s aim was to make his company a bridge between Laos and Japan.75 By 2017 his firm was importing 7,000 cases of Beerlao annually.76

LBC began reaching out to China in 2011. During that year, when China and Laos celebrated the 50th anniversary of their diplomatic relations, Laos gave bottles of Beerlao to China’s leaders as its official gift since the LBC had begun exporting to China. In the Chinese market, Beerlao was sold for 20 Yuan (approximately 100 Baht) in Kunming and the Xishuangbanna Dai Autonomous Prefecture in Yunnan province. Beerlao started to penetrate the Chinese market beginning at the 21–25 November 2012 9th China-ASEAN Expo (CAEXPO) held in Nanning.77 The LBC served as the first sponsor for the Lao pavilion at the expo. This enabled it to gain much needed exposure in the Chinese market since the LBC previously lacked high-profile channels of contact. The Lao Prime Minister Thongsing Thammavong attended this event. In the aftermath of the Expo, Beerlao became extremely popular in China. Indeed, China became the LBC’s biggest overseas market for Beerlao, representing 70% of its export sales.



9.9 LBC’s Newer Brands

In January 2010, Beerlao Gold (5%) was launched as a premium variant of the original lager with the objectives of increasing LBC’s gross profit and stealing market share back from Heineken and Tiger who had begun to expand their presence. The Beerlao Gold design failed to connect emotionally with Lao consumers and convince them to pay a higher price than their treasured Beerlao as it focused on the Aroma Hops and Sapphire Hallertau malt used in the product. It was not felt to be relevant, of premium grade, or to inspire pride. The design was not augmented enough compared to the original product. After four years, in 2014, the Beerlao Gold brand was relaunched. This time it was received enthusiastically, achieving a staggering 883% year-on-year sales growth and a 135% sales target during the February–May period,78 amounting to 10,085 hectoliters.79 A new design was credited with allowing for a higher price, from $17 to $22 per case of 24 bottles.80 The design project used the keywords precious, proud and premium to guide its development. A local grain from Xieng Khuang and Houaphan provinces was added to the product formula81 with the hope of inspiring more Lao farmers to grow the secondary crop. Khao Kai Noy (Small chicken rice) became the central inspiration for the new design as it was shown growing from the base of the bottle and rising upwards. This symbolically inferred the aspirations of the Lao people in achieving success, while always remaining attached to their cultural roots. The color scheme was influenced by the Lao elite’s favorite luxury items, namely whisky, silks and jewelry, which all carried traces of gold in some form.82 Beerlao Gold was targeted at the upwardly mobile middle class. In a period of four months (January–April), Beerlao Gold was able to eclipse its rivals, Heineken and Tiger.83 Its only shortcoming was its higher sale price, which kept it out of the range of lower wage earners. By 2011, Heineken (alongside subsidiaries Tiger, Namkhong, ABC Stout) only accounted for 28.5% of the market.84 In 2011 the ownership of the LBC was shared between Carlsberg (51%), the Lao Government (29%) and an investment company in Singapore (20%).85

By 2014, an audit of Lao Brewery Company found that the LBC’s total income for 2014 was 3,505,583,290,138 LAK. After tax, the LBC’s net profit was 931,883,345,985 LAK. Hence, the LBC contributed 1,587,543,758,375 LAK to the Lao Government. In a period of one year, the LBC’s tax payment to the Lao Government increased by more than 235.5 billion LAK.86 The LAPB has created other beers. In 2014, it began selling a lager called Namkhong Khao Kam Special Brew. However, production of this beer ceased in 2018 due to costs and a weak market reception. In October 2016, the LBC began producing Tuborg Green, a Pilsner (5%). It enjoyed modest success during its promotional period but has since fallen by the way.87



9.10 Craft Beer Arrives

Craft beers have recently become a trend in Lao, amongst expats, the nouveau riche and the vieux riche.88 The first Lao microbrewery was Batieng Brewery, established in Champasak province by Batieng Products Co. Ltd (BaPro) in 2004.89 The microbrewery began producing two beverages classified as herb/spice beers which were based on the sap of the sugar palm flower: Lao Bia (5%), with a distinctive caramel flavor; and Golden Palm Beer (5.5%) which was reddish in color and sweet.

In 2014, one of the pioneer craft brewers, Corebeer, was established.90 The name was a play on two meanings coming from Lao and English. The first was “Khor” which in Lao means throat. In Lao slang “Khor Thongdaeng” (Copper/Bronze Throat) refers to someone who is a skilled heavy drinker.91 The use of “Core” in English was meant to express the centrality of beer drinking in Lao culture and society. Corebeer started out as a group of 5–6 people led by Xaiyakorn Phounsavan, who were interested in homebrewing. They learnt the process of brewing by searching online with Google and watching do it yourself videos on YouTube. Corebeer produced lagers and stouts which had 4.5–5% alcohol. Corebeer is constantly evolving, but its current brews are Sugar Daddy Pilsner (5.3%), Black Hole Coffee Stout (8.1%), Sarm Ker Ale (5.4%), Corrupt as F---! IPA (5.5%), Beard Man Weizen (5.8%) and Sarmlor Neipa (7.7%).92

In 2015 the Lao craft microbrewery, Patitoh Brewing Co., was established in Don Pamai Village, Sisattanak District, Vientiane, by Anthony (Lao) and David (South Korean). Over the years Patitoh has brewed several ales (golden, blonde, brown, APA and IPA), lagers, fruit beers, wheat beers and stouts. It was initially focused on European pilsners and wheat beers and then expanded its selection with assistance from a Thai brew master, Paul.93 Patitoh uses specially imported hops and malt. Their beers are made at the Le Patitoh Café. It produces craft beers for the Londoner Brew Pub in Bangkok and other Thai customers which are imported by The Key Limited Partnership based at Lad Prao.94

In 2016 the expat-managed microbrewery ‘Rock Brew’, at Sithan Neua, Vientiane, began making craft beers. It was known for its great variety which included various ales (golden, blonde, APA and IPA), bitters, porters, rye beers and stouts.95



9.11 Responding to Craft’s Arrival

In response to the arrival of premium craft beer in Laos, major beer companies created craft beers of their own. LBC was first. In 2018 LBC wanted to re-brand the Beerlao image and create engagement among young Lao who were switching to international brands, namely Heineken and Tiger.96 With a market share of about 98% and an iconic label design from the 1970s, any change or modernization could cause harm to the brand. Consequently, any brand innovation and modernization needed to happen subtly. The Square44 marketing team developed three different Beerlao craft beer identities, namely Hoppy Lager, Amber Lager and White Lager to offer choice and a more stimulating beer experience. They designed patterns linked to Lao symbolism and interpreted them in a modern way. Beerlao craft beer was planned to become a range of beer variants with constant innovations.97 The marketing campaign was titled “What’s you PRIDE-ority?” and was published in Thailand by Workkit in July. It contained five media assets and was broadcast over two years. The LBC launched its craft beer varieties in July.98 The new variants were sold in 330ml bottles and priced at 120 index points versus regular Beerlao. In the first three months of the launch, Beerlao craft beer sold 4 million bottles. For the retail sector, the LBC applied rotational variants and created a gift pack with assorted craft beer types.99 This was a huge success in branding and sales revenue. The LBC paid 2.2 trillion LAK in taxes and invested another $3 million in rice cultivation.100 The company produced 6 million hectoliters of beer.

Not to be left behind, in 2019, the SBC produced a limited edition Savan Craft Beer. SBC also promoted the sale of BeerSavan in its draught form. SBC staff traveled to Thailand to visit the Singha beer factory in Pathum Thani for training.101 In early November, HLB launched Tiger Crystal in Laos. It was well received. A huge marketing campaign was implemented, mostly through social media which largely mimicked the strategies and themes used by the LBC. Meanwhile, after the huge success of the first batch of craft beers, in November the LBC introduced an IPA craft beer which enjoyed success in Laos and Thailand.



9.12 Law with Partial Implementation

By the end of 2014, the beer market in Laos was equal to 483 million USD. The average consumption per capita in value terms reached 73.42 USD per capita (in retail prices). By 2014, the LBC had expanded its production to 500 million liters including beer, carbonated water and drinking water. Consequently, the LBC became the biggest revenue earner for the Lao Government as it paid $200 million in taxes.102

The most significant legal development in the contemporary history of the Lao beer industry was the promulgation of the LABC (Law on Controlling Alcoholic Beverages) in December 2014, which instituted an overarching alcohol control policy. The law defined places where alcoholic beverages could be distributed and advertised, with alcohol being prohibited at schools, religious venues, and hospitals.103 This was the first time the Lao Government addressed the moral dilemma of the beer industry. Still, there are legal loopholes104 that allow commercial beer producers to protect their domineering presence in the Lao market. Creative advertising enables them to transmit messages about friendship. Demonstrations of Corporate Social Responsibility (CSR) have permitted them to capitalize on disaster relief efforts, educational programs, drinking responsibly messages, drink-driving campaigns, and the promotion of local cultures to put them in an altruistic light. Sponsorships and branded events with music, sport and entertainment allow them to associate leisure with their products. It is difficult to restrict branding, brand sharing and brand stretching. This has been demonstrated by the LBC and SBC’s use of logos from their beers with soda and drinking water.105



9.13 Inaugural LBC Congress

The 1st Congress of the Grassroots Party of the LBC was held on February 18, 2015, under the chairmanship of its secretary, Sounthone Sirisack and Kissana Vongxay his deputy. Under the leadership of the Party committee, the LBC had achieved great success in the past three years, namely “an average sales increase of 14% per year, the export of Beerlao to nineteen countries, an average sales revenue of 13% per year, continuously maintaining a market share of [at most] 98% and making tax payments of 1,200 billion LAK in 2012, 1,400 billion LAK in 2013 and 1,600 billion LAK in 2014.”

In 2016, Kissana was replaced as president of the LBC by Sounthone Phommachak, his long-standing deputy.106 Like Kissana, Sounthone has many business interests. Sounthone is a Central Committee member of the Lao Front for National Construction. In this capacity, he serves as the chairman of its advisory board for economics and legislation and is able to tap into mass organizations. In addition, Sounthone is a member of the Laos-Vietnam Friendship Association. Sounthone is a board member of the Laos-UK Friendship Association. He is a committee member of the Lao Education Foundation. Sounthone is the vice president of the Sangha Educational Promotion Foundation. This enables him to gain favor with the Lao Buddhist Organization.

In 2018, Carlsberg secured control of 71% of the LBC after purchasing the share previously held by the Singaporeans.107 In April, the CEO of the Carlsberg Group met with the Prime Minister, Dr. Thongloune, as the LBC only had two shareholders, Carlsberg and the Lao Government. Youth have been the core target of Carlsberg advertising in the region. Young people are bombarded with mobile phone text marketing, merchandise, wind-up emails, festival sponsorships, social networking sites, point-of-sale incentives, competitions, dynamic websites, electronic gadgets, mass media advertising, sports sponsorship, venue advertising and electronic gig guides.

In June 2018, the 2nd General Assembly of the LBC Grassroots Party Branch was held at the company’s meeting hall. The meeting noted that the company had been successful in establishing a joint-venture between the government, local investors, and the Carlsberg Group, which had led to a satisfactory increase in sales, revenue, and earnings, thus enabling LBC to continue to be the market leader.108 In 2019, the LBC implemented a budget of 2,000 billion LAK and contributed more than 3 billion LAK to society and environmental protection.109

On July 14, 2019, the former Party Central Committee member and holder of several government portfolios, Dr. Soulivong Daravong, died from extensive burns resulting from the explosion of his homebrew fermenter at his residence in Xieng Khuang. He was evacuated to Vientiane and then to Thailand for medical treatment, but he succumbed to his injuries. Soulivong had been in retirement for one year and was well regarded as a capable leader with technical expertise. The cause of his death was kept a secret. Hence, it is not known what he was brewing nor what was the origin of his brewing equipment.

In March 2022, LBC launched its Luang Prabang Beer, further enabling the Carlsberg Group to expand its footprint in the premium craft beer segment. The new brand was developed by Square44. It was named after the well-known city in Laos and UNESCO world heritage site and described as a crisp and refreshing lager. Square44 was given a brief to create a brand around the name Luang Phabang, drawing inspiration from the unique famous sights around the city. The brand’s concept was centered around a romanticized, vintage depiction.110

In 2024, the Lao beer market is forecast to reach 927.84 million USD (in retail prices), thus increasing at a CAGR of 5.80% per annum for the period 2019–2024. In the medium term (by 2024), the beer consumption indicator is forecast to slow down its growth and increase at a CAGR of 4.40% per annum.111 In the Lao beer market, there has been a minor shift in consumer preference toward low and non-alcohol beers, as well as craft beers. Alcohol consumption has decreased, while beer consumption worldwide has increased. Premiumization has significantly impacted the market in recent years, as beer producers globally have been more focused on quality.



9.14 Conclusion

Like most beer markets in Southeast Asia, Laos’ is an oligopoly, but clearly dominated by the LBC. The HLB is making inroads but can never dream of securing more than 20–40% of the clientele. The SBC is content to operate as a regional beer, but it is a dark horse with potential. The small group of craft brewers will focus on being a niche market. The LBC appreciates local ingenuity but does not tolerate any potential threat to its lion’s share of the market. This is because there are so many powerful organizations intertwined in the LBC sphere of influence and dependence. The COVID-19 experience demonstrated that the Lao Government seriously sought to protect the integrity of Beerlao by giving the LBC movement privileges.

In the past, there was an unclear boundary between the state-owned and privately owned wings of the LBC. Now, the rise of Carlsberg in the region has seen the LBC adopt the functioning spirit of a multinational corporation. The Lao Government benefits from the sale of beer on two levels. First, it creates huge revenues for the state. Secondly, it helps to sedate the populace on a broad scale. When underpaid civil servants are able to clock off work early and enjoy a group drinking session with either colleagues, family or friends it helps distract their attention from chronic problems such as delayed salaries, deteriorating workplaces, virtually non-existent welfare and a casual regard for law.

The path dependence of a highly influential beer industry in Laos has contributed to an ineffective LABC alcohol control policy. The LBC has a close, long-term engagement with policy makers using its CSR which involves the cultivation of public-private partnerships. With regards to lobbying, all the major beer companies created developed counterarguments to deflect attention away from the impact of their products and practices. The impact on beer in Lao from Carlsberg and Heineken is massive due to their huge resources. The Lao Government’s reliance on financial and charitable agreements with the LBC caused it to neglect the thorough implementation of the LABC.

As the LBC and Laos near their 50th anniversaries (2023 founding and 2025 revolution respectively), more questions will be raised about the scope and influence of beer in Lao society. The bulk of the population has grown up with Beerlao and regards it as a traditional institution and a core element of the festive lifestyle. They do not hold any reservations regarding the wealth being amassed by its privileged shareholders or how dependent the Lao Government has become on its revenue-generating powers. Opponents of beer have suggested a tobacco and alcohol surveillance system, which is a mobile application to report violations. Others have recommended plain packaging for beer bottles and a total ban on advertising. These proposals will not see the light of day as LBC executives and stakeholders hold sizeable influence in party and state organs. Their almost unassailable position in Lao society allows them to manipulate or veto any unfavorable laws or regulations.

Beer will continue to be enjoyed in the sweltering heat of Lao New Year and every other occasion due to its affordability and availability. The oligopoly in the long term risks a weakening of its hold from the development of road and rail infrastructure which have the potential to ship in new choices. However, as experience of Carlsberg shows, it is essential to collaborate with the local beer industry if a foreign company wishes to achieve a lasting presence in Laos. As China becomes more endeared with Beerlao it will be interesting to see if the LBC can maintain its patriotic rhetoric. Indeed, Carlsberg’s majority ownership of the LBC and Heineken’s majority share of the HLB leaves the SBC as the lone truly Lao-owned and managed beer company. Another question is, will the new generation of beer consumers grow bored with the same formulaic branding and product story from the LBC or will imported creativity from Carlsberg’s global enterprise rescue it?

This chapter began with Theroux’s morose assessment of the beer scene in Vientiane on the eve of the Pathet Lao’s seizure of power. In 2023, beer is in abundance across the LPDR. In fact, it is easier to find a bottle shop than a bookshop in any part of the country. Most Lao people are not literary, so the LBC, HLB and SBC have shrewdly built up a huge array of audio-visual media to convert the vast majority of the nation’s populace into loyal devotees of the amber fluid. They are content to perpetuate the rhetoric of the Beerlao commercials because they perceive it to be a continuity of Lao culture and a safeguard against the uncertainties of the 21st century.
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	Beerlao White was described as “well balanced, uniquely bold and refreshing with hints of citrus and notes of banana and exotic fruits, delivering a perfectly smooth lager”. Beerlao Amber was characterized as “full bodied and balances caramel and macerated fruit scents with delicate banana notes”. Beerlao Hoppy was defined as a “gently bitter blonde lager that features combination of malts and hops, with fruity citrus notes, delivering a refreshing, smooth yet intense flavor”.

	Square44, https://www.square44.com/work/beerlao

	Vientiane Times, “Ministry Calls for End to Alcohol Advertising”, 7/5/2019, https://jclao.com/ministry-calls-for-end-to-alcohol-advertising/

	SDC Facebook page: https://www.facebook.com/BeerSavan-ເບຍສະຫວັນ-253603588130164

	Patrick Siegfried, “Chapter 17: LBC Lao Brewery Company”, in Business Management Case Studies, Norderstedt: Books on Demand, 2021, pp. 277–290.

	LABC (2014), Article 29, 73, Law of LPDR; LABC (2014).

	Vientiane Times, “New Law Promulgated to Regulate Alcoholic Beverages”, 13/5/2015, https://jclao.com/new-law-promulgated-to-regulate-alcoholic-beverages/.

	S. Chaiyasong, K. Markchang and R. Trairatananusorn, Alcohol Legislations and Policies in Cambodia, Lao PDR, Malaysia, Myanmar and Vietnam: The Global Strategy Perspective, Health Promotion Policy Research Center, International Health Policy Program Foundation and Social Pharmacy Research Unit, Faculty of Pharmacy, Mahasarakham University Thailand, 2017, 52-page PDF document.

	Sounthone joined the LBC in 1982 and became its Vice President in 1989.

	Carlsberg Laos Facebook: https://www.facebook.com/CarlsbergLaos; Kim Choong, “A Glance at the Southeast Asia Beer Industry”, 5 June 2019, https://www.sea-brew.com/post/a-glance-at-the-southeast-asia-beer-industry

	Kuanjai, ຊົມເຊີຍ!! ສໍາເລັດກອງປະຊຸມໃຫຍ່ ຄັ້ງທີ II ຄະນະພັກຮາກຖານບໍລິສັດເບຍລາວຈຳກັດ July 3, 2020, [Congratulations!! Completed the 2nd General Assembly of the Party Committee of Beer Lao Co., Ltd., July 3, 2020]: https://kuanjailao.com/article/41552

	LBC website: https://www.beerlao.la/

	LBC website: https://www.beerlao.la/

	Dalavieng Vongsalavane, International Master of Public Administration, University of International Business and Economics (Beijing), 21 October 2020, https://prezi.com/p/ueg-8mwabvc7/lao-brewery-company/
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10.1 Introduction

Beer today is ubiquitous in Cambodia. It is relatively cheap, easy to find and enjoys mass appeal. As in other countries of Asia, it has grown to become the principal alcoholic beverage consumed in Cambodia, rising ahead of spirits and wine in 2004.3 Though the country is one of the smallest in Southeast Asia, Cambodia’s beer market is the fifth largest in the region with around 136 million estimated liters, just ahead of neighboring Lao PDR, though far behind neighbors Vietnam and Thailand.4 Data in 2017 showed that Cambodians as a whole were drinking approximately 6.1 million hecto-liters of beer per year, or 38.6 liters per person.5 By 2018, Cambodia was being cited as “the market in the Asia Pacific with the highest per capita consumption of beer.”6 In 2019 there were already at least eleven craft breweries in Cambodia.7 Meanwhile, “as per capita income has risen” (Cambodia became a lower middle-income country in 2015), “beer consumption has grown.”8 Though the import of spirits and wine has always produced the most revenues, since 2014 beer has become the most significant contributor to alcohol tax earnings.9 Clearly beer today is important to Cambodia’s society and economy.

Using Historical Institutionalism, this chapter examines the social, economic, and political drivers which have propelled the evolution of beer in Cambodia. The chapter visualizes Cambodia as tending toward a “predatory state.” A predatory state is dominated by a regime (oscillating around one person) which maximizes the revenue of groups holding power regardless of the effect on economic development, specifically promoting powerful private interests such as those of politicians, bureaucrats, and the military.10 The chapter investigates the role of the state, political actors, and private enterprises as well as influence from abroad in the shaping of Cambodia’s beer industry. The analysis asks the following questions. To what extent have state, society and capital influenced the path of beer production, and how? To what extent has beer production changed since the onset of the path? Was there a critical juncture in the history of beer production that abruptly changed its course? To what extent is there a craft beer industry in Cambodia?

The chapter contends that when there has been sufficient stability for a beer industry to exist in Cambodia, it has always been dominated by a partnership between global capitalist entities and predatory ruling elites. In 1927 Cambodia began a path dependence of domestic beer production through international beers could generally enter the country unimpeded. In 1964, Head of State Prince Norodom Sihanouk (of now-independent Cambodia) and his political/economic allies began to influence the domestic production of beer such that any international beer company had to work with them to be legally allowed into Cambodia. However, an intense political interruption in 1975 ended beer production altogether. The a priori arrangement between state elites and breweries was resurrected in 1992 following the arrival of United Nations Peacekeepers who attempted to re-establish political order. This represented a critical juncture because it facilitated the revival and expansion of Cambodia’s beer industry with control under a new set of actors—an alliance among international and domestic corporations, state agencies and political players, specifically bigwigs from the Cambodian People’s Party (CPP). Since then, the path-dependent pattern of the political economy of beer in Cambodia has become even more concentrated in the hands of these actors.

This chapter is organized into four parts. First, following the Introduction, it looks at the history of Cambodian beer until 1992. Second, it examines beer in Cambodia from the 1992 critical juncture until 2022. Third, it scrutinizes Cambodia’s beer industry today: the principal beer companies, the international share of the market, the role of the state, political actors, and the advent of Cambodia’s craft beer industry. Finally, the chapter offers a conclusion.



10.2 Beer in Cambodia (until 1992)

During French colonial times, beer was available in Cambodia through foreign import. However, as in other parts of Asia at the time, there were few ways to prevent beer from coming into the colony untaxed. Together with Annam, Tonkin and Cochinchina, colonial Cambodia had been part of France’s Union Indochinoise [Union of Indochina]) since 1887 (Laos was added in 1893). Meanwhile, back in 1875, brothers Victor and Gabriel Larue had opened a small icehouse/brewery in Saigon.11 Victor Larue was himself a then-recently-demobilized sergeant-chief of the French army in colonial Indochina.12 The brothers fittingly called their beer “Biere Larue” and rapidly began to expand their business across French Indochina.

In 1895, on Street 154 in Phnom Penh, the French Resident Superieur and King Norodom granted a concession to M. Borrelly of Saigon to open a factory to produce “ice to be made with filtered water, clear without strange odors or taste.” The Larue brothers, who acquired control over Borrelly’s Phnom Penh facility in January 1906, immediately diversified its production capacities. They made the Phnom Penh plant a branch of their now-enlarged Larue Frères Industriels-Glacières-Brasseries operation, and, within weeks of commencing business, had already begun petitioning authorities to allow for an increase in the regulated price of ice supposedly “for the protection and betterment of the ice industry.”13

French colonial authorities in Cambodia saw concessions for beer as a much less lucrative commodity than state-regulated opium. Indeed, French Protectorate tax revenue statistics in 1881 revealed that sales of liquid opium and opium boules earned twice the profit of alcohol sales. Some French reformers sought to prohibit the sale of alcohol and opium in its colonies, seeing them as immoral vices which were degrading the local population. In 1927, based on both ethical and pragmatic reasons, the French Minister of Colonies proposed a prohibition on the sale of alcohol in the colonies. However, Kampong Cham’s Chief Medical Officer voiced adamant opposition, seeing prohibition of alcohol as countering French culture. Other French officials viewed the alcohol industry as a potential source for more state income.14

Beginning in 1922, the Larue brothers had begun negotiating with the French government to allow the manufacture of beer in breweries throughout French Indochina, including in Phnom Penh.15 The negotiations continued for several years. Following the death of Victor Larue, the Denis Frères House (from Bordeaux, France), took over BGI. In 1927, they renamed the company “Brasseries et Glacières de L’Indochine (BGI),” merging with Alfred Hommel’s Hommel Beer Company of Hanoi, with the idea to manufacturing ice, beverages as well as beer across French Indochina. But only in 1929 did BGI start production of beer, including in colonial Cambodia.16 This represented the onset of the path of beer production in Cambodia.

BGI managed to keep their ice and beverage business afloat across French Indochina unencumbered by colonial rules for four reasons. First was the post-1929 global economic crisis or Great Depression. The crisis decreased private investment in French Indochina, weakening the businesses of most French, Chinese and Indochinese entrepreneurs in the colony and debilitating Paris’s private sector control over colonial industries. Second, with the private sector weakened, France’s Bank of Indochina and Credit foncier de l’lndochine—became the colony’s major landowners, enhancing economic linkages between France and her colony. Indeed, Indochina’s economy was reoriented away from markets in Asia and more towards the French imperial market. Thus, Indochinese markets and products became more economically important to France as French industries themselves stood battered by economic crisis.17 Third, amidst the crisis’ weakening of companies competing with BGI, the latter’s close connections with French Indochinese colonial authorities paid off. Where others failed, they gained concessions from the state which helped them to survive. It is no coincidence that the government allowed BGI to begin manufacturing beer across French Indochina simultaneous to the beginning of the economic crisis. Fourth, BGI survived because of the company’s innovative marketing, advertising, and production campaigns across the colony. The Resident Supérieure even permitted BGI to construct a “seven meter by two meters replica of a bottle of Larue” close to the road leaving Phnom Penh for Saigon near the Monivong Bridge.18 BGI produced several beers to choose from, including Biere Larue, Biere Royal (Blonde Export), Hommel Beer, “33” Export and Tiger Beer. By the late 1930s, BGI Phnom Penh (as well as factories in colonial Hanoi and Vientiane) was producing increasing amounts of ice, beer, lemonade, soft drinks, syrups, and other products.19 Each bottle of beer labeled BGI or Larue featured a black jaguar profile, a full-bodied tiger or a tiger face logo.

In 1927, BGI’s initial Board of Directors was chaired by majority-owner Denis Frères House’s Étienne Denis junior who remained in that position until his death in 1962. Vice President was BGI-co-founder Louis Palanque while Alfred Hommel’ son Maurice was also on the board. Most importantly, Édouard de Laboulaye of France’s Bank of Indochine sat on the board, guaranteeing French state support for the company.20 BGI’s control over beer in French Indochine entrenched a path dependence representing an intra-imperial partnership between global capitalist entities (private and public investors in France) as well as the predatory ruling elites (the men on the Board of Directors who nurtured and sustained BGI). BGI continued to operate in Indochina throughout World War II, even while the pro-Nazi Vichy government ruled France and Japanese troops occupied Indochina. To stay in business, it is almost certain that BGI sold beer to Japan’s soldiers at discounted prices.

Following the country’s independence in 1953, BGI’s beer business persevered in Cambodia. As a France-headquartered multinational, it had sufficient capital to dominate Cambodia’s beer industry. In 1960, Prime Minister-turned-Head of State Prince Norodom Sihanouk established several state enterprises as a way to grow and protect fledgling indigenous companies and protect them from foreign control. One of the state enterprises he created in 1960 was the “Societe des Khmer Distilleries (SKD),”21 forming it from two French distilleries which Cambodia had bought with state funds.22 SKD oversaw a new domestic (but French-created) brewery called Angkor Beer Company (also established in 1960). But in January 1964, alleging that foreign private distilleries operating in Cambodia had been evading taxation (including BGI), Sihanouk imposed a state monopoly on the production, distribution, and sale of alcohol in Cambodia.23 He then formally inaugurated the SKD brewery in 1966 and that year it began to produce two beers: Bayon and Angkor. The modernistic-looking SKD facility was built for SKD under the direction of visionary architect Vann Molyvann in the country’s only deep water port of Kampong Som (which had been renamed as Sihanoukville in 1958).24 By 1969 the SKD brewery was providing employment to 150 Cambodians.25 However, it was managed by a Sihanouk crony who treated it as his economic fief and under whom there was fraud and certain “employees absconded with cash.”26 As for BGI, its production in Cambodia decreased dramatically, given that the Cambodian government required it to come under state managerial control. At the same time, the country’s post-1969 civil war increasingly cut Phnom Penh’s BGI plant off from supplies.

By December 1970, a combined offensive of North Vietnamese troops and Khmer Rouge guerrillas against the Lon Nol regime was proving increasingly successful in cutting off roads leading to the capital of Phnom Penh, the port city of Sihanoukville, and the farming center of Battambang. As a result, there was a shortage of commodities including petrol, sugar, and beer in the capital. Cambodian state officials began planning to ship badly needed supplies from around the southern coast of South Vietnam and up the Mekong Delta, itself an expensive and dangerous journey.27

Regarding beer in particular, Phnom Penh was running particularly low on the beverage because SKD (following Sihanouk’s nationalization of alcohol [which severely weakened BGI in Cambodia]), had become the only largescale beer producer in the country, and its brewery, located in Sihanoukville, was 120 miles southwest of the capital. Indeed, in 1970, the roads between Phnom Penh and Sihanoukville were overrun by North Vietnamese soldiers and Khmer Rouge guerrillas. Beer bottles, however, were manufactured in Phnom Penh. State officials were now planning to ship the bottles down the Mekong river, fill them with beer in Sihanoukville and then ship them back up the river to Phnom Penh. According to Phlek Phoeum, an economic counselor for the then-Lon Nol government, the price of beer was controlled by the state and would not rise despite the high shipping cost. At the time, a bottle of Bayon beer cost US$0.15 cents while Angkor beer sold for US$0.18 cents per bottle.28 However, by 1974, as Lon Nol’s government increasingly lost territory to the North Vietnamese and guerrillas, the price of beer skyrocketed, and the continuing violent disruptions destroyed the Cambodian economy. Immediately following Cambodia’s April 17, 1975, Revolution, both the SKD and BGI breweries were shuttered. The Revolution ended SKD permanently. With its operations continuing outside of Cambodia, Vietnam and Laos, BGI in mid-1975 changed its name from “Brasseries et Glacières de’l Indochine” to “Brasseries et Glacières Internationales.”

From 1975 to 1991, beer production in Cambodia was nonexistent. There is no evidence that any beer was produced under Pol Pot’s Khmer Rouge government (1975–1979). Nevertheless, Cambodia’s Foreign Ministry propaganda at the time claimed that government-run factories had “produced tens of tons of …beer…per day.”29 With Vietnam’s ouster of the Khmer Rouge regime in 1979, insurrection mostly along the borders of Cambodia persisted until 1991. But chaos from the civil war, a lack of investors, and the government’s ambivalence toward beer production during the 1980s prevented a resurgence of domestically manufactured beer in the country—up until the 1990s. Beginning in 1988, Singapore’s Tiger was the principal beer being distributed in Cambodia. A fluid, partially stable, quasi-democracy only arrived in Cambodia following the signing of the October 1991 Comprehensive Cambodian Peace Agreements by the four principal Cambodian leaders (as brokered by the US, China, and the Soviet Union). The Accord paved the way for the United Nations Transitional Authority in Cambodia (UNTAC), a UN peace-keeping operation, to assume direct control over the country in 1992–1993, a period during which it established a new constitution, attempted security sector reform, and oversaw a new general election. Also, during this period, there were upwards of 40 beer brands being sold in Cambodia from countries around the world.30

The then-no-longer-functioning BGI and SKD breweries in Cambodia suffered different fates. In Phnom Penh, the old BGI facility, which had remained on Street 154, became a smelter operation, producing scrap iron. By the early 1980s, the facility was producing bottle caps. In the 1990s it became a storage depot for Coca Cola but was vacated after 199731 and has since become a dilapidated wreck of the past likely soon to be demolished. The SKD brewery in Sihanoukville was much more fortunate. Like the BGI plant, it survived the ravages of the 1979–1991 civil war. However, in 1991, it became the Sihanoukville-based brewery for the currently operating Cambrew beer company,32 and remains as such in 2022.



10.3 Dominant Beer in Cambodia (1992–2021)33

UNTAC’s 1992 assumption of direct control over Cambodia represented a critical juncture in the path dependence of Cambodian beer. This is because UNTAC resurrected a sufficient amount of orders for most Cambodian businesses to resume operations, including the beer industry. In addition, in 1991 the government had already inaugurated a full-scale privatization program, selling off nationalized enterprises to the private sector and encouraging businesses, including beer companies, to revitalize themselves in Cambodia.34

The rapid liberalization of Cambodian laws not only inspired Cambodian entrepreneurs to get back into business but also encouraged international beer companies to enter the Cambodian market. Prior to 1994, foreign investors could have a 49% stake in a project in Cambodia, except for land ownership, which was forbidden. In 1994, the Cambodian government began to allow 100% ownership for foreign investors in Cambodia in all sectors or industries except for land (Articles 8, 16).35 Cambodia’s 2021 Investment law continued to allow foreign investors 100% ownership in the Cambodian economy in all sectors (again except for land) but also introduced even new benefits such as income tax exemptions for foreigners.36

By 2018, three beer companies had succeeded together in dominating approximately 80% of the country’s beer market (with the remaining 20% scattered among smaller beer companies). The three big firms were Carlsberg Cambodia (previously Cambrew), Heineken Cambodia (previously Cambodia Brewery Limited (CBL)), and Khmer Beverages (KHB) (previously Khmer Brewery).37 Because of their ubiquitous presence and cheaply priced beer, they have become the “Big Three” of Cambodia. Each has an interesting history.
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In 1991, a Malaysian entrepreneur named Goh Nan Kiow purchased the former SKD brewery in Sihanoukville which had become dilapidated and unused.38 Following nine months of renovation, in 1992, the brewery re-opened, and beer began to be produced in Cambodia for the first time since 1975.39 Goh’s Malaysian company Cambrew, which was incorporated in Cambodia, thus became the first beer company (in terms of production, distribution, and sales) to exist in post-war Cambodia. Initially, Cambrew was very successful and in 1995 Koh’s Cambrew opened a subsidiary non-alcohol drinks business called Angkor Beverage Company.40 By May 1995, Cambrew’s Angkor Beer was capturing approximately 35–45% of Cambodia’s beer market, followed by Tiger Beer, followed by San Miguel, Carlsberg, Heineken, BGI VB, Fosters and ABC Stout (a sister beer to Tiger), Guinness Stout and Budweiser.41 Also, beginning in 1992, Cambrew began partnering with PepsiCo, bottling, and distributing soft drinks in Cambodia including Pepsi, Mirinda, 7 Up, and Sting. Angkor’s marketing leadership came at a cost: US$2.5 million per year on advertising and promotional activities (bottle cap lucky draws and beer girls).42 Goh Nan Kiow continues to hold diverse business interests across Asia. He is the Board Chairperson of Mega First Corporation Berhad, an investment holding company which does business across Asia, especially in Lao PDR.43 In 2013, Mega First began pushing for the construction of the controversial Don Sahong dam in southern Lao PDR. When it was revealed that Goh was the leader of both companies and has personally spearheaded the building of the dam, Cambodian environmentalists protested and called on Cambodians to boycott Angkor beer.44 In 2005, Cambrew entered into a joint partnership with the Danish company Carlsberg Group, and Carlsberg gained 50% control over Cambrew.45 Then in 2018, Carlsberg increased its stake in Cambrew from 50% to 75%. Finally, in 2019, the Danish company purchased the final remaining 25% of Cambrew and changed the company’s name to Carlsberg Cambodia.46 In 2022, Carlsberg Cambodia produces several beers, including Carlsberg, Angkor, Bayon, Klang, Angkor Extra Stout, and Black Panther Premium Stout.47

The second post-war beer producer to establish itself in Cambodia did so in 1994. This was CBL.48 CBL was a joint venture between the Progress Import-Export Company (a subsidiary of Vattanac Group) and Asia Pacific Brewery Limited (APB), then mostly owned by Fraser & Neave (of Singapore). In 2012, Heineken bought Fraser & Neave’s shares in APB for US$4.1 billion. In 2014 Heineken bought the CBL shares held by Vattanac Group and became the 100% owner of CBL.49 CBL’s name was then changed to Heineken Cambodia, and in 2022 it manufactures six beers in Cambodia: Heineken, Tiger, Tiger Crystal, Anchor, Gold Crown, and Gold Crown Stout.50 Heineken has tried its best to obtain positive popular attention as well as work with the government. In May 2021, amidst the COVID-19 pandemic, Heineken’s Anchor Beer team members handed out COVID-19 relief packages to a local governor for distribution to thousands of families containing rice, noodles, cooking oil, canned fish, soap, and masks at a ceremony that took place next to Heineken Cambodia’s brewery.51 In November 2021, General Department of Taxation (GDT) director-general Kong Vibol visited a Heineken Cambodia Brewery and extolled the company as a role model of tax compliance for other beer companies. Hun Sen even sent a letter of appreciation to Heineken Cambodia, noting that the firm was the “number one taxpayer in the country.”52

A third important beer company is Khmer Beverages, the new name in 2017 for the previous firm Khmer Brewery (founded in 2009). KHB is a subsidiary of the Chip Mong Group (created in 1982), which possesses numerous diversified interests, including construction, real estate, hotels, cement, banking, beverages (such as beer), hotels and more.53 KHB prides itself on being 100% owned by Cambodian investors. Moreover, according to its website, the company purportedly employs over 1000 Cambodians full-time.54 The Chip Mong Group is owned by one of the wealthiest Cambodian families, which enjoys close ties to Prime Minister Hun Sen. Chip Mong’s founder and chair is oknha Lauk Chumteav Pheap Heak. Her two sons oknha Leang Khun and oknha Leang Meng prominently assist her55 although five other family members also encompass the company board of directors.56 KHB’s premier alcohol is Cambodia Beer, launched in 2011. The company’s other two beers are Barley Black Extra Stout and Kudo Lager. Other beverages include Wurkz Energy Drink, Ize Cola, Ize Lemon, Ize Soda, Ize Fruit Punch and Cambodia Water.57 In 2016, Chip Mong’s Khmer Brewery and Crown Holdings, a US company which makes cans for foods and beverages, entered into a joint venture called Crown Khmer Beverage Cans Limited, both producing and supplying cans to KHB, also of Chip Mong.58 In 2021, Chip Mong gained notoriety when it was discovered that the government had initiated a landfill and development project at Boeng Tompun lake, in southern Phnom Penh, which would cause the immediate eviction of 1000 Cambodian families. The three beneficiaries of the landfill were Senator Ing Bunjoaw’s ING Holdings, Hun Sen’s daughter Hun Mana’s Orkide Villa and oknha Pheap Heak’s Chip Mong Group.59
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Four smaller companies have been trying to expand across or break into Cambodia’s national beer market. Aside from Medai, the other three breweries have been constructed by German manufacturer Ziemann Holvrieka, which is itself controlled by China International Maritime Containers, a Chinese state-owned group.60

The oldest of the four breweries is Medai G.B. Enterprise Company, Ltd. Though Medai’s website states that it had “humble origins” in Cambodia in 1997, it was formally incorporated in 2012. Medai is completely owned by the Sok family, of which all of the Board of Directors are the members. Sok Leng is the chairperson of the board of directors while his brothers Sok Chhourng, Sok Heng and Sok Mab are also on the board.61 Employing close to 1000 people, Medai is a leading food and beverage in Cambodia, producing Freshy Strawberry Yogurt, Freshy Orange Yogurt, Boostrong drink, Freshy Mixed Fruit Drink, Freshy Grape Drink, Freshy Apple Juice, Soybean Juice, and Melon Juice. The only alcohol which Medai produces, distributes and sells is Ganzberg German Premium Beer, though in fact it is not a German beer but rather originated in Cambodia.62 Nevertheless, its brew master is German native Bernd Kirsch. Medai concentrates on beer consumers in provincial Cambodia, and one can find Ganzberg signs and banners in rural homes and stores. At the same time, Ganzberg runs perhaps the most ubiquitous advertising campaign among Cambodian beers.63 Also, Medai has curried favor with the government by assisting in state-led initiatives. In 2018, in a move which earned the praise of Hun Sen, the Ganzberg brewery donated over 100 buses to provide free bus services to over 8,835 Cambodians seeking to return from Phnom Penh to their home provinces during the Khmer New Year from April 12 to April 18, 2018.64

A second new national brewery is Vattanac Food and Beverages, founded in 2013.65 It is a subsidiary of Vattanac Group (established in 2002). Vattanac Group itself possesses several diverse interests and other subsidiary companies in banking, real estate, hospitality, consumer goods, construction, golf resorts and education. Vattanac also owns Vattanac Capital, the 39-storey skyscraper in downtown Phnom Penh. Vattana is owned by Neak Oknha Sam Ang and Neak Oknha Chhun Leang, the company’s co-founders, their son, Neak Oknha Sam Ang Vattanac, and their daughters Sam Ang Kanika and Sam Ang Leakhena.66 In 2017, Sok Sokan, the son of the late Council of Ministers president Sok San married to Sam Ang Leakhena in a wedding attended by Cambodia’s wealthiest and presided over by Hun Sen himself.67 Vattanac had previously been involved in Cambodian beer until Heineken bought up its shares in 2014. In 2021, the Group thus invested US$140 million to start up a new brewery. The state approved the construction of the brewery in 2020, and despite the beginning of the COVID-19 pandemic that year, the facility was finished in only 483 days. The brewery can produce 76 million cases of beer per year, has already provided employment to 1,000 persons and the company boasts that it will create jobs for close to 1,500 more Cambodians.68 Following the October inauguration of the brewery, in December Vattanac launched two beers in December: Vattanac Premium Beer and Krud Pilsner Beer. Krud’s brand identity was established by the Singapore company The Secret Little Agency (TSLA), which began work as Vattanac’s creative agency in April 2021. “Krud” is from the Khmer word for Garuda, a warrior bird-like creature from Hindu, Buddhist and Jain mythology. Representations of Kruds can be found on temples and homes throughout Cambodia.69 Through a slick and costly marketing and advertising campaign, Vattanac is attempting to tap into Cambodia’s beer market, specifically looking to offer stiff competition to Angkor, Anchor and Cambodia Beer. In June 2022, Hun Sen awarded a commendation to Vattanac Brewery for being the first local brewery to voluntarily install the beer and non-alcoholic beverage flow-meter system to ensure transparency for the collection of national tax revenue, even though the company has just started its business over a short period of time.70

A third new national beer company is Hanuman Beverages (founded in 2018). Its name comes from the monkey god who assisted the Hindu deity Rama to defeat his enemies.

Previously a microbrewery and brewpub in 2019 selling a few craft beers, Hanuman Beverages obtained state approval in April 2020 to open a US$160.6 million brewery in Phnom Penh. It is because of Hanuman’s move to the mass market that this chapter does not classify this firm as a microbrewery. The company has an initial production capacity of 300 million cans and bottles for 330 milliliters (11.15 ounces) of beer. Hanuman is looking to employ 1,545 Cambodians.71 The private company’s sole beer so far is Hanuman Premium Lager. Hanuman’s director and CEO is Ms. Khieu Sarsileap.72 The chair of five other Cambodian firms, Ms. Sarsileap was also the majority shareholder of infamous logging company Timbergreen, which became at the focus of illegal logging allegations in Cambodia in 2012. When famed environmentalist Chut Wutty also made the charges, he was slain on April 26, 2012, in a circumstance involving one of Timbergreen’s security officials. However, Ms. Sarsileap denied that Timbergreen was in any way involved in the illegal sale of timber.73 Hanuman’s CEO Chas Geschke states that Hanuman, at US$13.30 per case being more expensive than large-scale industrial beers such as Angkor or Anchor, attempts to appeal to the quality-conscious, urban and semi-urban market. “Hanuman is definitely more targeted at the higher end of the mass market,” he said.74

The fourth new brewery is a little-known Inter-Mattrid Beverage, which does not even have a website. The Facebook page for this company is incredibly vague though it speaks of job opportunities at the company and says that “Mattrid Beer is brewed with the finest ingredients and the latest technology from Europe to YOU for the best-testing (sic) beer.”75 The State Council for the Development of Cambodia issued the company a registration certificate to construct its brewery/beverage plant (worth US$78 million) on December 4, 2020. The brewery is located in Kien Syay district of Kandal province and has created 550 jobs.76 The company manufactures M Mattrid Premium beer, which is cheap and targeted toward rural beer drinkers, apparently competing with Ganzberg.

Five other registered, national-level breweries/beverage companies are Ana Water and Smiler Beverage Company, Asian Sunrise Company, Daun Penh Food and Beverage Company, Far East Import Export Company, and Phnom Penh Beer Company. In all, except for microbreweries, fourteen beer companies have been legally registered in Cambodia over time.

Looking beyond Cambodia’s domestic beers, close to 30% of Cambodia’s beer market is actually imported. It was estimated in 2014 that there were five times more illegal imports of beer into Cambodia than legal imports, including (at the time) Heineken, Budweiser, Thailand’s Singha and Leo, and Belgium’s Maredsous Brune and Duvel.77 Cambodia’s imported beer market has continued to expand incrementally with overall market growth. The largest premium alcohol distributor of imported brands in Cambodia is Attwood Investment Group, Ltd. It holds exclusive Cambodian distribution rights to premium brands – Corona beer, Budweiser, and Beck’s Ice. Hun Sen’s youngest sister, Hun Seng Ny, controls 50% of the shares of Attwood.78

The success of the “Big Three” beer companies reflects the growing popularity of beer in Cambodia in Cambodia over the last eighteen years. Indeed, since 2004, the fortunes of beer have been on the upswing in Cambodia. According to the Asia Foundation, the consumption of beer in Cambodia increased in 2004, and since 2010 surpassed per capita levels of spirit (liquor) consumption.79 In 2014, imports of beer into Cambodia increased dramatically (32.3 million liters), from a mere 2,069,955 million liters in 2013, alongside continually expanding per capita rates of beer consumption. In 2015, spirit and wine imports plunged while beer imports kept growing.80 Meanwhile, beer exports from Cambodia steadily expanded beginning in 2011, skyrocketed in 2013, and continue to grow year by year since then (simultaneous to the tapering off of spirit and wine exports).81 Though the 2020 advent of the COVID-19 pandemic led to a temporary lull in alcohol consumption (including beer), it again expanded in 2021. The continuing and growing consumption of beer in Cambodia has led to financial benefits for the Cambodian state in the form of taxation. A 10% value-added tax applies to all Cambodian alcoholic products. In addition, a customs duty rate of 15% and 35% is applied to imported beer. Finally, in 2016, a special tax rate increased to 30% for beer.82 In 2020, these taxes were updated: under “Prakas 012,” beer producers must pay a specific tax of 30% on the “ex-factory selling price,” defined as 90% of the selling price excluding Value Added Tax and Specific Tax and Public Lighting Tax. With taxation on beer producing enormous revenue for the state, there is no incentive for the state to transform the taxation system. Rather, taxes on beer continue to increase each year. Moreover, it is in the interest of the state to promote domestic demand for beer. In January 2021, the Ministry of Economy and Finance issued Prakas No. 010 on “the Local Manufacturers Obligation to place devices for measuring the volume of beer and non-alcoholic drinks.” 010’s purpose was to establish new rules for managing the use of flow meter devices which measure the volume of locally produced beer and/or non-alcoholic beverages to strengthen the effective collection of tax revenue.83

Though revenue from beer companies has been advantageous to the state, Cambodia’s taxes on alcohol are some of the lowest in Southeast Asia. It is perhaps because of the state’s benefits from this revenue that Cambodia has not institute a minimum drinking age, a government limitation on beer advertising, and programs to build awareness of health risks of alcohol (especially among youths). Finally, the state has done nothing to curb the beer industry’s use of scantily clad “beer girls” (who sell beer at beer gardens), which tends toward prostitution and violence against women.84

Despite the taxation, the country’s “Big Three” beer companies (Heineken Cambodia, Carlsberg Cambodia, and KHB) have been able to entrench their domination over the country’s beer market, based upon the low prices of their products, advertising and marketing, connections to international conglomerates (for the former two) and subsidiary status as part of a Cambodian conglomerate (for the latter).


“[These three] largest producers of beer…have strong affiliations with the dominant political party – the Cambodian People’s Party – through shareholding and relationships at the Ministerial level and with senior government officials. Large producers can influence new laws and regulations. In practice this means that large producers and government officials, including Ministers and family members of high ranking officials, are involved in various businesses together.”85



In 2022, despite the continuing supremacy of the “Big Three (they collectively control 78 percent of the domestic market),” other beer companies have made in-roads. Finally, a very small portion of the market consists of craft beer (see Figure 10.1).
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Figure 10.1 Domestic Beer Market Share in Cambodia 2022

Source: Author’s calculations of financial capacity, production capacity and demand.





10.4 Craft Beer in Cambodia

Microbreweries have been a fast-growing movement in Cambodia, catering to urban, middle-upper class Cambodians or to expatriates living in Cambodia who have pallets for more sophisticated and diverse beers. These beers are thus relatively expensive and produced for limited consumption rather than mass distribution. But the initial drivers for the growth of Cambodia’s craft beer market were institutional: high legal restrictions and prices for producing, distributing, and selling beer in Cambodia’s neighboring countries (e.g. Thailand). Such hindrances encouraged small foreign companies to use or establish breweries in Cambodia and export the beers back to foreign locales. At the same time, setting up and operating breweries in Cambodia were cheap relative to in other countries. For those microbreweries geared toward manufacturing beers from Cambodia for export abroad, turning around and producing them for consumption in Cambodia was an afterthought. But in around 2009 a small elite market for craft beer emerged in Phnom Penh and other Cambodian urban centers. This lasted until 2020 when the COVID-19 pandemic commenced, and the government banned alcohol sales. But since the reopening of businesses following the downturn in COVID-19, most microbreweries have reopened and initiated both dine-in and delivery options. Moreover, since 2022, with COVID-19 greatly diminished and so many microbreweries having opened up in Phnom Penh, craft beer competition in Cambodia has become enormous. Such expanding rivalry comes from the growing microbrewery market which itself is based upon intensifying demand.

The oldest microbrewery in Cambodia is tiny Munich (founded in 2007), and it manufactures Munich Free Beer.86 Munich Free Beer is sold in its two Phnom Penh brewpubs, one in Aeon Mall, and the other in Central Mall. While the company boasts that its beer has a “smooth and flavored taste,” 87 its detractors gave it a 5.2/10.88 This author disagrees. It at least has a better taste than the mass-market beers saturating Cambodia.

Another microbrewery in Cambodia (the largest in Southeast Asia) is Kingdom Breweries (founded in 2009). Located in Phnom Penh, it is housed in a refurbished facility formerly owned by Nestlé. Leopard Capital, a private equity fund manager specializing in frontier markets, initially owned 55.5% of Kingdom’s US$4 million brewery.89 Charles Street International Holdings is the minority shareholder. More than any other Cambodian microbrewery, Kingdom initially turned profits as the contract brewing backend for breweries (e.g. Chiang Mai Brewery’s Chiang Mai Red Truck IPA) from abroad seeking to avoid harsh beer laws in their own countries (e.g. the duopoly of Boonrawd and ThaiBev in Thailand). By 2020 Kingdom was manufacturing thirty craft beers for microbeer businesses in Thailand, Hong Kong, the Philippines, Singapore, and beyond.90 But within Cambodia, Kingdom was not as successful. When Kingdom’s initial CEO Peter Brongers departed the company in 2011, it shifted to try to compete in the mass market, producing Kingdom Gold and Kingdom Max. By 2012, it was estimated that Kingdom held 0.5% share of the Cambodian beer market, though sales were sinking. “It is really a pity that they left the idea of making a craft boutique beer,” Brongers said.91 In 2014, Leopard Capital considered selling its majority stake in the boutique brewer, but its head Douglas Clayton changed his mind. Clayton has remained the CEO of Kingdom Breweries.92 Instead, Kingdom returned to emphasize its craft beer roots in Cambodia. In 2022 it manufactures four craft beers: Kingdom Pilsner, Kingdom IPA, Kingdom Mango IPA, and Kingdom White.93 Kingdom Breweries also dabbles in beer tourism, leading regular tours of its facility and holding nightly events in its bar “The Taproom,” where there are unlimited samples of Kingdom beer (for a price).

A third Cambodian microbrewery is Himawari Breweries (founded in 2012). The beers from this brewery can in general only be found at hotel bar and microbrewery at the five-star Himawari Hotel Apartment, a resort in Phnom Penh inaugurated originally by Hun Sen in 2001, built alongside the Tonlé Sap river close by the royal palace, and catering primarily to a higher class, international clientele, including Japanese tourists (Himari means “sunflower” in Japanese).94 The brewery is popular among well-to-do expatriates and internationalized Cambodians alike. Singaporean brew master Neo Say Wee is the person who created Himawari’s microbrewery before later returning to a beer career in Singapore.95 He was hired by the hotel’s owner, fellow Singaporean Andrew Tay, whose late father’s conglomerate SUTL had originally constructed Himawari.96 Tay is married to Cambodian Alicia Lim. Himawari has offered at least six beers. These include its signature brew Apsara Gold Pale Ale, CentenniALE IPA, Oats Oatmeal Stout, Bassac Belgian Witbier, Gem & Jade Golden Ale, and Mekong Zest Blonde Ale.97

A fourth Cambodian microbrewery is Riel Brewing and Distilling (founded in 2013). Its owners are Australian Tyler Bareither and American Andrew Strugnell, who have managed to keep their company at the forefront of the country’s craft beer scene for eight years. The brewery has produced over twenty types of beer but in 2022 was manufacturing the following four: Citra Pale Ale, Intergalactic Planetary Ale IPA, a low-alcohol Raspberry Sour, and Belgian Wit Wheat Beer. Riel Brewing’s beer is available at Noisy Chilli Taphouse, a brewpub which is only a two-minute walk from Phnom Penh’s tourist attraction, the Tuol Sleng Genocide Museum (and after seeing that nightmarish place, one might need some alcohol).98 Finally, Riel has won more awards for beer than most Cambodian microbreweries.

A fifth Cambodian microbrewery is Stone Head (founded in 2015). Its founders were Thais Dusadee Thummarat, Lapada Nualin, and Wichit Saiklao. Its current CEO is Dussadee Thummarat.99 Unlike other Cambodian microbreweries, Stone Head’s only original reason for establishing itself in Cambodia was to escape Thai laws which protected the “duopoly” of Thai beer giants Boonrawd and ThaiBev. Because of those laws, the company had been unable to produce its own craft beer. Thus, Stone Head established itself in Koh Kong, just outside of Thailand’s eastern border, as a means of producing it in Cambodia and then selling it back into Thailand (though it would be subject to Thai import tariffs). Moreover, the name of the beer (in Thai, “Hua Kheng”), implies that the company’s hardheadedness or stubborn resolve to keep producing beer led to its move to Cambodia. In May 2019, Stone Head granted Koh Kong Brewers Distribution Company Ltd the license to distribute Stone Head beer in Phnom Penh. But with the advent of COVID-19, the government implemented an alcohol sales ban. When this was lifted in 2021, Stone Head relocated its operations to Phnom Penh, opening a brewery and taproom, with special guided tours and other events in Sen Sok, Chhuk Meas. Stone Head possesses a capacity of up to 20,000 liters of beer per month.100 It sells several types of beer. These include Lemon Grass Kölsch, Seven Days Belgian Witbier, Hazelnut Chocolate Stout, Tire Burning Weizen, Smiling Evil Pale Ale, The Dark Side Stout, Butterfly Pea Wheat Beer, Gancore IPA, Coconut Cream Ale, and Tuk Tuk Cream Ale.101 Ironically, Stone Head’s brew master, Sermsak Tangsiripatporn, who previously studied at Isara Academy, a Boonrawd-sponsored school for making craft beer and states that though Stone Head is part of Thailand’s beer underground, “Singha gave us a chance.”102

A sixth Cambodian microbrewery is Two Birds Brewery (founded in 2016), owned by BeerPro Import Export Company. It has six principal products: Timeless Lager, German Wheat, Mighty Stout, Colonial IPA, Mango Cider and Snake Bite. The company is led by Bernd Kirsch, the brew master for Ganzberg. His son Connor Kirsch is the Chief Marketing Officer and General Manager of BeerPro. Two Birds beers are available at the “The Factory” brewpub in Phnom Penh (a former garment factory), which opened in August 2020. According to Connor Kirsch, “The Factory” has “a beverage tasting area with pool, darts, kicker and beer pong, an event space with a stage and live music and a brewery shop.”103 In 2021, they added a beer museum and a brewery school. Also in January 2021, Two Birds became internationally famous for beginning post-COVID-19-pandemic-lockdown beer yoga classes as a means of reducing tension. The exercises involved holding yoga poses while clutching beer made by Two Birds. Though Beer Yoga originally began in 2013 at the Burning Man Festival in the USA, Two Birds initiated it in Cambodia.105

Besides these six, there are several other craft beer companies in Cambodia (Table 10.1). Beyond these, the number of microbreweries continues to grow.



Table 10.1 Other Craft Breweries in Cambodia104


	Name
	Founded
	Beers
	Location





	Cerevisia
	2013
	15
	Phnom Penh



	Elite Craft Beer (Cambodian-owned)
	2019
	4
	Phnom Penh



	Hops Craft Beer Garden and Restaurant
	2016
	4
	Phnom Penh



	Harvest Craft Beer
	2019
	1 (Pale Ale)
	Phnom Penh



	Two Rivers Ale
	2020
	19
	Phnom Penh



	Hypelab
	2019
	1 (Big Drip White Beer [Wheat Beer])
	Phnom Penh



	Flowers Nanobrewery
	2016
	24
	Phnom Penh



	Freak Brothers
	2019
	2 (Amber Ale, Brown Ale)
	Kampot



	Baby Bird Brewing Company
	2020
	1 (Pale Ale)
	Kampot



	Projekt Brews Craft Beer
	2020
	4
	Kampot



	Notorious Bong
	2022
	3
	Kampot



	Fuzzy Logic
	2019 (originated in Vietnam)
	At least two (Thunderslap IPA and Celestial Blonde)
	Siem Reap



	Pour Decisions
	2020
	4
	Siem Reap



	Siem Reap Brewpub
	2014
	10
	Siem Reap



	The Local Brewpub
	NA
	25
	Siem Reap








10.5 Conclusion

Beer in Cambodia has become the most significant part of the country’s alcohol industry, appealing to all strata of society. Though COVID-19 temporarily weakened the consumption of beer, in 2022 it is again thriving. Once male-dominated, the beer market has shifted to include women. Moreover, increasing numbers of young people are drinking beer in Cambodia. Cambodians have been drinking more beer, relative to other alcoholic drinks, most likely because it is cheaper and also because beer companies have increasingly marketed their products while increasing their supply of beer to sell.

This chapter has argued that when there has been sufficient stability for a beer industry to exist in Cambodia, it has always been dominated by a partnership between global capitalist entities and predatory ruling elites. At the beginning of the chapter, four questions were asked. To what extent have state, society and capital influenced the path of beer production, and how? To what extent has beer production changed since the onset of the path? Was there a critical juncture in the history of beer production that abruptly changed its course? To what extent is there a craft beer industry in Cambodia?

Turning to the first question, in Cambodia’s arena of state-society relations, beer has evolved as a commodity which time-and-again has enriched big business (capitalist) supporters of a predatory state, working through either a partnership between (1) Paris-based capitalists and local colonial French or (2) European brewers and Prime Minister Norodom Sihanouk or (3) international brewers and Hun Sen. In the first era, beer production was influenced so as to benefit one company, BGI. Indeed, a member of the colonial Bank of Indochine was on BGI’s Board of Directors! As for the Sihanouk era, the French Angkor Beer Company came under state control, and it thus remained under the Prime Minister’s thumb. As for the Hun Sen era, Cambodia’s beer industry has become liberalized, but any successful brewery must still maintain close relations with the Prime Minister.

Regarding the second question, Cambodia’s path of beer production did not change until 1992. It initially followed a path of control by French businessmen and their colonial French allies. Following Cambodian independence, the path became controlled by Cambodians themselves, and the beer industry was nationalized under Sihanouk’s predatory state, after which it was abruptly ended by the Khmer Rouge in 1975. 1991 saw the beginning of its resurrection. As for the third question, 1992–1993 provided the space for a critical juncture to resurrect Cambodian beer because during that period UNTAC offered a general level of stability, undergirded by post-1989 laws which encouraged the growth of a private sector. Regarding the fourth question, a craft beer industry exists in Cambodia today because the country’s neighbors require contract backend brewing and also because sufficient numbers of Cambodia-based expatriates and moneyed Cambodians possess the necessary beer palettes to enjoy craft beer.

Ultimately, the path dependence of Khmer beer (in different varieties) remains alive and well today. Though international in origin, it has become Cambodia’s own.
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11.1 Introduction

Myanmar has a long tradition of locally brewed alcoholic drinks and has always had the potential for a significant beer industry – but one that has never been fully realised. The reasons for that missed potential are numerous and varied, but in the end, boil down to political economy challenges in successive political eras. There have been false dawns – economic openings in the 1990s and 2010s – which drew large investments from regional and global beer brands, but political turmoil and economic instability prompted many to withdraw with a nasty hangover. But the party has never ended for the armed militias operating illegal smuggling rackets for beer and other consumer items, mostly on the Thai border.

The February 2021 coup d’état and subsequent violent turmoil could have been the nail in the coffin for foreign brewers. The outbreak of armed conflict, economic crisis and the reversion of the political economy to the patronage and rent-seeking model of the 1990s all shrank demand for beer. Japanese brewer Kirin sold out to its military-owned joint venture partner and left the country. But other foreign brewers stayed. Massive public resistance to the coup led to a widespread and effective boycott, sometimes violently enforced, of the military-produced Myanmar Beer. Thus, despite the economic headwinds, the remaining foreign brewers have seen their production volumes and market share increase. It remains to be seen whether this is sustainable, and indeed whether the military will accept this loss of market share without reverting to strong-arm tactics to protect its economic interests.



11.2 Colonial Rule, Independence and Socialism

For centuries – and possibly longer – peoples within the borders of modern-day Myanmar have brewed beer from local grains using traditional techniques of varying complexity. While the majority of Bamar have generally favoured wine and spirit made from the toddy palm, ethnic minorities in upland areas have brewed a wide range of alcoholic beverages. Examples still found today include dajeh, a sweet fresh beer the Pa-O of Shan State produce from coarse red rice; chiya, a sorghum beer from southwest Kayah State; and sapi, a red rice beer from Kachin State that is brewed with yeast cakes that contain ginger, chilli and local bitter herbs.1

The first references to European-style beer in Myanmar appeared in the early 19th century.2 It is likely that some beer was making its way to Myanmar with traders in the years prior to this, particularly after the British began exporting beer to India in the early 18th century. However, these exports to India only gained momentum towards the end of the century, spurred along by Hodgson’s Bow Brewery increasing the alcohol content and hops of its pale ale to aid preservation on the long voyage.3 By the 1820s, beer was being exported to India in large quantities, with Burton-based brewers Bass and Allsopp quickly eclipsing Hodgson.4

At the start of the 19th century, the small European community clustered around southern Burma’s seaports, particularly Dagon (now Yangon), would almost certainly have consumed beer. By the 1820s, beer drinking was also evident among Burmese elites; not only did Prince Tharawaddy – later king of the Burmese kingdom of Ava (Inwa) from 1837 to 1846 – have a taste for European beer, but so did his guards.5 However, this depended at least in part on the views of the king of the day; while some like Tharawaddy were famous for their carousing, others enacted bans on alcohol consumption under the threat of execution. In one prominent case, the Yaw governor U Po Hlaing was placed under house arrest by King Mindon, who was known for his religious piety and disliked alcohol, for supposedly commenting that there was nothing wrong with drinking beer in small quantities mixed with medicine.6

As in India, the British East India Company and the UK government were integral to the rise of beer in Burma. The first Anglo-Burmese War (1824–1826) resulted in the British East India Company gaining control of present-day Rakhine State and southeastern Myanmar, and a sizeable European community built up at the town of Moulmein (Mawlamyine, in present-day Mon State). British soldiers received a beer ration, but demand for beer went beyond this; from its first issue in 1837, the Maulmain Chronicle reported hundreds or even thousands of litres of beer arriving each week from British India.7 Consumption also likely grew in what remained of the Burmese kingdom, particularly after the second Anglo-Burmese War (1852), which resulted in the annexation of Rangoon and the separation of Lower Burma (part of British India) from Upper Burma.

The first brewery was established in Burma in 1886, shortly after Britain took full control of the country following the third Anglo-Burmese War (1885). Edward Dyer, a prominent brewer in India, quickly secured a five-year contract to supply beer to British troops in Upper Burma and received strong support from colonial authorities, who believed that low-ranking soldiers needed alcohol (but not too much) to do their jobs effectively.8 The E Dyer & Co Brewery in Mandalay was established on the site of a cannon factory built during the reign of the reform-minded King Mindon and soon began distributing its first beer.9 Production rose sharply in the late 19th century, but fluctuated significantly, in some years rising close to 300,000 gallons and in others falling below 150,000 gallons.

Beer imports continued alongside this domestic production, and British administrative records suggest these imports dwarfed the output of the Mandalay brewery. One report noted that “locally manufactured [alcohol] products cannot vie in popularity with the imported articles”.10 When production at the Mandalay Brewery fell 35% in 1920–1921 to just 135,152 gallons, it was attributed to “increased facilities for the import of foreign beer, and to smaller demand from military canteens”.11 British breweries, including William McEwan’s Fountain Brewery, James Aitken & Co and George Younger were producing beer specifically for export to Burma, complete with Burmese-language labels.12 Although British beers dominated, others were also available; Sofaer’s in downtown Rangoon was a noted retailer of German beer, which the character Florey also drank at the British Club in George Orwell’s Burmese Days.13 Although there are references to the sale of European beer to locals being prohibited, anecdotal and fictional accounts from the period suggest more and more Burmese were drinking beer, including in Rangoon, by then a major port city.14 Even colonial administrators noted the “Burman’s fondness for beer as a medicine and tonic” – along with a corresponding rise in temperance movements among the local population.15

The steady growth of beer consumption in Burma was interrupted by World War II and the Japanese invasion in December 1942. The Japanese placed the brewery under the Takasago Malted Beer Company, but it was later converted to making soy sauce. The brewery was restored to Dyer, Meakin (Burma) Ltd after the war but was nationalised in 1954, six years after Burma gained independence.16 Despite the Burmese government’s socialist leanings, foreign goods were still widely available in Rangoon during this time, as a visiting Nikita Khrushchev discovered in late 1955. Quenching his thirst on a boat ride on a hot afternoon, he looked at the label and was surprised to find that “with their trading skills the Czechs had already succeeded in promoting their beer as far away as Burma”.17

Over the next decade, the brewery was shunted from various government agencies and departments until it found a home in 1965 in the Ministry of Industry’s Foodstuff Management Unit as the “People’s Beer and Alcohol Plant”. Some attempt was made at modernisation, with a brewer brought in to shift from ales to the globally ubiquitous bottom-fermenting lagers.18 But the socialist autarky General Ne Win imposed following his 1962 coup d’etat cruelled opportunities for further growth of the beer market. Imported consumer goods were banned almost entirely, and the state brewery’s low capacity and shortages of ingredients ensured production remained limited. As a result, locally made beer was generally available only to the elite; for everyone else, it was simply unaffordable.19 One soldier recalled that a bottle of Mandalay Beer cost 10 kyat in the 1980s, and their monthly salary was just 180 kyat; the only time they consumed beer was at state functions, such as Armed Forces Day, when it was provided free to soldiers in unlimited quantities.20 The few tourists who visited Rangoon in the 1970s and 1980s found beer available in just a handful of locations, such as the Strand and Inya Lake hotels. An expansion of the brewery in the 1980s, through a contract with a Czech firm, had a little discernible impact.21 Foreign beer, including Tiger and Anchor, was smuggled into southern Myanmar by boat from Penang and Singapore and distributed at least as far as Yangon, but the quantities were relatively small.22

The beer market, thus, remained tiny; possibly smaller even than during the late 19th century. In 1988, however, political unrest sparked by the country’s economic decline toppled the socialist regime, ushering in direct military rule – as well as sweeping changes that would breathe new life into the beer industry and beer consumption.



11.3 Military Rule

The military regime that took power in September 1988 ended the failed socialist experiment of the preceding twenty-six years and attempted to shift to a more outward-looking capitalist system, with the military exerting tight political control. The generals retained many of the interventionist, command-and-control economic reflexes that had been instilled during the socialist period, and these also facilitated rent-seeking and other forms of graft as well as satisfying their instinct to retain tight control over national affairs. Distrustful of civilians, and with little economic training themselves, they had a very weak technocratic launchpad for their economic reforms, which were aimed at market liberalisation and attracting foreign investment.23

The economic liberalisation process quickly stalled, in part due to the regime’s inconsistent and unsound policy approach, but also because of Western sanctions and boycott campaigns in response to the regime’s brutality and its failure to honour the results of the 1990 election that was won in a landslide by Aung San Suu Kyi’s National League for Democracy. The military also established monopolies or restricted foreign investment in the most lucrative sectors of the economy, including alcohol, tobacco, and refined fuel.24

As part of those monopolistic moves, in 1990 the regime established Myanmar Economic Holdings Limited (MEHL), under the 1950 Special Companies Act. Originally under the authority of the Adjutant General, it was later moved to the Office of Defence Industries (and in 2016 it transformed into a public company, with most shares owned by the military). MEHL operates dozens of companies in hospitality, construction, transport, telecommunications, gems, tobacco and a bank.25 But the undoubted “jewel in its crown” was Myanmar Brewery Limited (MBL), which produces Myanmar Beer, until recently the most popular beer brand in the country by a considerable margin.26

MBL was established in 1994 as a joint venture between MEHL and Asia Pacific Breweries (itself co-owned by Fraser & Neave and Heineken). The first brew was scheduled for September 1996, but pressure had been building on Heineken to withdraw from Myanmar, through a boycott in Western countries and a threat by advocacy groups to take their campaign against the company (and other Western brands in Myanmar) to college campuses. As a result, in July 1996, even before the brewery made its first batch of beer, Heineken announced its withdrawal from Myanmar.27 This came the day after competitor Carlsberg announced that it was abandoning plans to set up a joint venture in the country, also under threat of a boycott.28 As a result, when MBL launched its first beer onto the market in October 1997, it was its own Myanmar Beer brand, and it also produced Heineken’s popular regional brands Tiger Beer and ABC Stout under license, a right which only expired in 2016.29

Long before the first bottles rolled off production lines at these breweries, consumers were already getting a taste of new beer brands. Shortly after seizing power, the military junta had lifted the near-total ban on imports, including beer. By one account, fifty brands from twenty different countries, including Tiger, Heineken and Carlsberg, soon “flooded the market”; although the import duty was set at 300%, it was calculated based on the official exchange rate of around K6 to the dollar, far below the market rate, so in practice tax was low.30 In 1995, the military regime took action, banning nearly all imports of alcohol in order to support local producers, including its own MBL.31

With potential foreign competition removed or deterred by the boycott campaigns and the import ban, MBL’s only real challenger was Mandalay Beer, the legacy of the original 1886 Dyer brewery, now in the hands of the Ministry of Industry. The brewery had stagnated (literally) during its time as the People’s Beer and Alcohol Plant under the socialist government, and by the early 1990s was producing small quantities of “expensive”, “watery” and “poorly filtered” beer that people drank as a last resort when foreign brands had run out.32 But in 1994 the ministry formed a joint venture, Myanmar Yaung Chi Oo Company, together with a Singapore-based expatriate Myanmar female entrepreneur, Win Win Nu. Her business acumen and an investment of around US$7 million transformed the fortunes of Mandalay Beer, which saw a sixteen-fold increase in production volumes by 1997, generating significant profits and positive reviews from customers.33

However, Win Win Nu quickly faced the consequences of success in a market where the military was intent on holding monopolistic control of the most profitable sectors. Its first warning came in December 1997, when soldiers stormed the Mandalay Beer factory, stopped production, and held the facility for almost a month.34 This seizure took place just a few weeks after the military’s own Myanmar Beer was launched onto a market largely controlled by its rival. Although troops ultimately relinquished the brewery, they had interrupted supplies at a critical time for their own product launch. In November 1998, the brewery was once again raided by dozens of fully armed soldiers and expropriated by the military. Win Win Nu fled the country, unsuccessfully challenged the expropriation in Myanmar courts, and instituted arbitration proceedings under an ASEAN investment protection treaty, with the case eventually rejected by a Tribunal established by the President of the International Court of Justice.35 Mandalay Beer came under the control of MEHL, which until a joint investment with Kirin in 2017 kept it as a lower-quality niche product with little advertising, seemingly confirming that the armed raid on the brewery was intended as a “killer acquisition” of a competitor.36

Meanwhile, shifts in the Myanmar political economy were having other impacts on the beer market. The country’s largest insurgency, the Communist Party of Burma, collapsed in 1989 and the regime quickly agreed on ceasefires with its successor ethnic armed groups along the Chinese border. This opened the possibility of trade across the China-Myanmar border that had been long closed. Crucially, neighbouring Yunnan province, and China as a whole, were undergoing rapid economic development at this time. Over the 1990s, a huge quantity of raw materials from Myanmar were sold across the border to China, often illicitly – including jade, timber, gems, gold and minerals.37 Cheap Chinese consumer goods flowed the other way, largely unregulated and sometimes smuggled, including beer. Especially in northern Myanmar, consumers developed a taste for Chinese beers, including Zhujiang and Tsing Tao, which being unregulated imports (and therefore untaxed) were cheaper than beers produced in Myanmar.38

Similarly, a military campaign in the mid-1990s ended the Karen National Union’s stranglehold on border trade with Thailand, indirectly reshaping the political economy of beer. In late 1994, a group of KNU soldiers broke away, formed the Democratic Karen Buddhist Army (DKBA) and aligned themselves with the Myanmar military. This defection proved decisive; the KNU rapidly lost its headquarters and then its last stronghold, a lucrative black market trade point called Kawmoora, in early 1995.39 Formal trade between Myanmar and Thailand began almost immediately at Myawaddy, about 20 kilometres south of Kawmoora, and in 1997 the first “Friendship Bridge” opened, enabling trucks to drive across the border. As infrastructure improved and Myanmar’s economy grew through the 2000s, Thai exports to Myanmar steadily increased.40 For its loyalty to the military, the DKBA was allowed to run informal border crossings that soon surpassed the old sea and land smuggling routes. Eventually, hundreds of millions of dollars of beer would be smuggled through these gates, bypassing both the ban on imports and excise.41



11.4 Liberalisation

Trendy bars, Western restaurants and heaving Yangon nightclubs were among the quintessential images of post-liberalisation Myanmar. They reflected increased wealth, a loosening of social restrictions, an openness to foreign culture – and growing consumption of alcohol, particularly beer.

Shortly after taking office, Thein Sein’s government embarked on a series of economic reforms that laid the foundation for a decade of strong economic growth, transforming Myanmar’s politics, economy and society – and, with it, beer production and consumption.42 Trade and investment increased rapidly, even amid an uncertain transition in 2015–2016 to Aung San Suu Kyi’s NLD government. Yet the reality of doing business in Myanmar often struggled to live up to the hype, with new entrants forced to navigate a maze of red tape, corruption and hostile incumbents. The official numbers also failed to capture the sizeable black-market economy.

Developments in the beer industry reflected all of these dynamics. In 2013, the Myanmar Investment Commission approved two new joint ventures in the sector, one involving Heineken and the other Carlsberg, ending the military’s monopoly.43 The European giants collectively invested hundreds of millions of dollars in their new ventures, both opening breweries in 2015 and launching a range of products. They brought new dynamism and competition to the sector, further aiding its growth.44

Even prior to their arrival, Myanmar’s reforms had fuelled a significant increase in beer drinking, albeit off a very low base. Consumption more than doubled from 2013 to 2015 – from just 169 million litres to 396.5 million – and sales were estimated to have risen from K356 billion to K959 billion.45 Not only did consumers have more money to spend, but the new political environment encouraged people to shed traditional customs that inhibited beer drinking, particularly among women. Western-style bars – a rarity prior to 2011 – opened first across Yangon, and then other areas of the country, creating the possibility of new market segments, particularly for premium beer. In the three years after Heineken and Carlsberg’s arrival, the market continued to expand rapidly, with consumption rising to an estimated 506.8 million litres and sales revenue to almost K2 trillion. This breakneck expansion slowed only in 2020 when COVID-19 caused significant economic and social disruption, including the closure of many drinking venues. But with a population of more than 50 million, there was still plenty of growth potential left in the Myanmar market.

Permission to enter this fast-growing market was no guarantee of success, however. Both joint ventures – despite their well-connected local partners – struggled to make inroads against the military-owned incumbent MBL. By 2018, Heineken had an estimated 8% market share, and Carlsberg just 4.5%; despite the new competition, MBL’s share of the market actually grew over this period.46

The military-linked brewery had not been standing still. In 2015, it welcomed a new partner, Japanese beverage giant Kirin, and launched premium products, overhauled its marketing (launching the successful “brimming with optimism” campaign) and added a 100-million-litres-a-year production line.47 But its rivals soon found they were competing on a playing field that was anything but level.

Myanmar’s constitutional arrangements indirectly gave the military significant control over the production, distribution and sale of alcohol, including beer. Tax on beer is collected by the Internal Revenue Department, but most regulation – including an interminable number of permits and licences issued under the century-old Excise Act – is the responsibility of the General Administration Department (GAD). This includes the issuing of around two dozen licences related to the sale of alcohol, most of which need to be renewed on an annual basis.48

The GAD is a powerful institution, responsible for many aspects of public administration beyond alcohol licensing.49 Until December 2018, the GAD was part of the Ministry of Home Affairs, which under the 2008 Constitution is led by a serving military officer appointed by the commander-in-chief.50 The NLD’s decision to transfer the GAD to a new Ministry of the Union Government was billed as an important political reform that would introduce civilian oversight of the department for the first time. In practice, there was a significant degree of continuity: not only did the NLD retain the department’s senior personnel – many of whom were ex-military officers – and most of its policies, including on alcohol regulation, but it also put ex-military officers in charge of the new ministry.

Carlsberg, which had been less successful at making inroads into MBL’s market share, was most vocal about the challenges it faced. In 2018, its managing director, Michael Jensen, complained publicly that the system of retail licences and distribution permits – in which a new permit is required every time beer is transported – was discouraging Carlsberg from expanding its business. As an example, he said the company had developed a new product, but had to wait six months for permission from GAD to distribute it to supermarkets, bars and restaurants.51

Carlsberg and Heineken also frequently complained about Myanmar’s ad valorem taxation system, which they argued put them at a disadvantage to both domestic spirits manufacturers (which are mostly taxed based on volume) and smuggled beer, which is not taxed (at least formally). As a result, smuggled beer is on average 30% cheaper than locally produced varieties, while a bottle of local whisky is often around the same price as a large bottle of beer. Although military-owned MBL operated within the same legal and regulatory environment, it was more willing to skirt the rules when it could, and benefited from them because they stifled competition and protected its market share.

A longstanding ban on beer imports, coupled with porous borders, has made beer smuggling a big business. In 2018, the Brewers Association of Myanmar, an industry body set up by the two European giants, publicised research showing that 1 million hectolitres of beer were being smuggled into the country each year, costing the state an estimated US$50 million in tax revenues.

Smuggling also cut into MBL sales but served the military’s interests in other ways. The largest and most formalised of the smuggling rackets – those that import legal goods, but without paying duties – are run by armed groups aligned with the military, part of a quid pro quo to buy their loyalty, an conflict management approach that has been called “ceasefire capitalism”.52 The clearest example, and the one most associated with beer smuggling, is the Kayin State Border Guard Force, formerly known as the DKBA (see above).53 The BGF operates twenty-seven trade gates along the Thaung Yin River in the border town of Myawaddy, opposite Thailand’s Tak Province; each year more than a billion dollars of cars, motorbikes, food products, soft drinks, alcoholic beverages, household appliances, fuel and clothing are ferried across the river on small boats in broad daylight.54 Beer, particularly the Chang, Singha and Leo brands, is among the most smuggled products; Euromonitor estimates that 80% of all beer smuggled into Myanmar comes from Thailand, and the BGF operates four boat gates exclusively for beer.55

In the final years of Myanmar’s period of liberalisation, the country welcomed a fourth player into the market: Emerald Brewery. A joint venture between Singapore’s Fraser & Neave and a local firm, it began producing Chang under a licence from ThaiBev in late 2019. Chang was already widely available in Myanmar due to rampant smuggling.56 In 2013, it held the dubious distinction of being the beer brand most regularly seized by government anti-smuggling teams.57 This smuggling has continued despite Emerald Brewery’s launch, with the imported version still more popular (and cheaper, because it is tax-free) in areas close to the Thai border.

Craft beer also began to emerge in 2016, when two Myanmar entrepreneurs unexpectedly received a brewing licence after three years of rejections. Naming their brewery Burbrit (a portmanteau of Burma and Britain), they tapped their first keg in December 2016 and opened to customers in Yangon the following month.58 They have since expanded to a wide range of beers, sometimes experimenting with local ingredients, such as mango and red-fleshed dragon fruit. Burbrit products, including a more affordable range called “Peacock Beer”, were soon appearing in the country’s largest supermarket chain, City Mart. Nevertheless, Burbrit’s founders have been careful not to openly challenge the major brewers, particularly military-backed MBL.



11.5 Post-coup Chaos

The military coup on 1 February 2021 tipped Myanmar into turmoil. Mass protests erupted and national strikes were called in opposition to the new military junta led by Senior General Min Aung Hlaing. The security forces violently repressed those protests and strikes, triggering the emergence of armed resistance in both urban and rural areas. The economy nosedived, with GDP shrinking 18% in fiscal 2021 from the combined impacts of COVID-19 and the coup and only a very modest rebound of 3% projected for 2022.59

The coup transformed Myanmar’s economy and political economy. Facing renewed sanctions, a loss of business confidence and collapse in foreign investment, and the suspension of most overseas development assistance, the regime saw its current account under strain, its foreign currency reserves being depleted and significant downward pressure on the local currency, the kyat. It abandoned the floating exchange rate, introducing an unrealistic currency peg, and giving rise to a significant currency black market. It also instituted a series of capital controls and introduced new permits for a range of imports and some key exports.60

Foreign companies faced the multiple blows of economic policy uncertainty, reputational risk, and – for consumer goods companies – a smaller market for their products in Myanmar given the collapse in household incomes. Unsurprisingly, many multinationals decided to withdraw, including TotalEnergies, Chevron, Woodside, Telenor and British American Tobacco.61

Foreign companies in joint ventures with military-owned conglomerates such as MEHL faced severe reputational risks, domestically and internationally. This included Kirin, which was already under pressure before the coup for its joint venture with MEHL and in particular for a donation made by MBL to the Myanmar military at the height of its violent expulsion of Rohingya in 2017.62 A few days after the coup, Kirin announced that it would terminate its partnership with MEHL.63 This was not straightforward to do in a responsible way, with the company finding no willing international buyers for its stake. As a result, it sold its shares back to MBL and Mandalay Brewery, and hence in effect to its joint venture partner MEHL, at a considerable discount to its original investment – a move criticised by activist groups for providing a cash windfall to the military-owned conglomerate.64

In fact, however, Kirin’s exit may not turn out to be a windfall for MEHL. All breweries in Myanmar are facing a more uncertain economic future, as the combined economic effects of COVID-19 and the coup have decimated the spending power of consumers, and eroded the discretionary income of the more affluent middle class who typically drink beer. Beer production is also reliant on imported ingredients – malt, yeast, hops – that have become much more expensive as the kyat has weakened and global prices have increased. This will lead to an inevitable increase in local prices of beers, which will further constrain demand.

The situation is particularly serious for MBL, which has become one of the highest-profile targets of a widespread domestic boycott of military-linked companies since the coup. Many shops and restaurants have stopped stocking Myanmar Beer, and with many consumers refusing to patronise establishments that display the beer’s logo, establishments have been asking MBL to take back its branded chairs, tables and umbrellas.65 In March 2021, demonstrators in Monywa poured Myanmar beer over the feet of passers-by to show their contempt for the military.66 Those that do not join the boycott face more than lost customers. In September 2021, the Myanmar Beer warehouse in Monywa was bombed, 67 and in March 2022, bombs were set off outside two Yangon bars and a restaurant in Mandalay that was still selling beer.68 Cargoes of Myanmar Beer have been stopped at checkpoints and destroyed by resistance groups, and trucking companies charge a premium for transporting this and other military-made products due to the higher risks involved.69 Ethnic armed groups, including the Kachin Independence Army and Ta’ang National Liberation Army, have also forced stores in and around their territory to stop selling Myanmar Beer. The brewery’s response has been to focus on its entry-level brand, Andaman Gold, which fewer consumers realise is produced by MBL. Nevertheless, the boycott has caused a “catastrophic drop” in MBL’s beer sales and potentially wiped more than $1 billion off its valuation.70

The decimation of MBL’s market share has created an opportunity for other beer brands that have struggled against MBL’s massive incumbent advantage. Fraser & Neave told shareholders that in 2021 its Emerald Brewery, which has brewed Chang Beer in Myanmar since late 2019 (see above), had “strong year-on-year volume gain, and revenue growth of 77 per cent” and that “[e]xcluding foreign exchange losses, EBML turned profitable in just its second year of operations”.71 MBL’s troubles also helped Heineken to deal with the economic challenges in Myanmar, with the company reporting “double digit growth” in beer volume in 2021.72 Carlsberg made little mention of its Myanmar operations in its annual report and did not break out results.73

The illicit dimension of Myanmar’s beer market has also thrived since the coup, as smugglers benefitted from shifts in the political economy. Prior to the coup, the Myanmar military was concerned at the huge wealth that some military-aligned militias were accumulating from the drug trade and other illicit activities, worrying that these groups were becoming too well-armed and powerful to take on.74 The military had begun cracking down on some of the most powerful groups, including the Karen State Border Guard Force which was heavily involved in smuggling of consumer goods into Myanmar from Thailand.75 The military strictly enforced the government’s COVID-19 border closures, shutting down much of the smuggling, and also put pressure on the militia to give up other illicit activities, such as a casino development at Shwe Kokko.76

However, since the coup the military has had to focus on battling a range of determined new resistance forces, and on clashes with old foes who have resumed fighting, such as the Karen National Union.77 It cannot afford to make more enemies and needs the BGF to reinforce its overstretched forces in Kayin State. As a result, the military is once again looking the other way as the BGF ramps up its illicit activities. The group was allowed to re-open its trade gates after the coup, and since late 2021 the amount of smuggled beer has increased significantly – and could rebound to close to 2 billion baht in 2022.78



11.6 Conclusion

What a difference a coup makes. After a decade where Myanmar flirted with liberalisation, foreign investment and a more level economic playing field, the coup has turned back the clock to a time of trade barriers, economic distortions, and an economy where patronage relations allow those few with powerful connections to profit from rent-seeking, monopolies and privileged access to licenses and permits – at the expense of the broader economy and ordinary livelihoods. Myanmar beer has long since lost its monopoly, and boycotts have dramatically shrunk its market share. But with MBL estimated to have provided more than half of MEHL’s total annual profits before the coup,79 the military must be looking back with nostalgia at the days when MBL had a virtual monopoly on domestic beer production. Its competitors could be excused for worrying that it may move to reinstate that monopoly, as it did with the 1998 seizure of Mandalay Brewery.
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