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Introduction

What beer label that comes to mind when thinking crisp and light imported Mexican brew?  Here is a hint. It has become one of the most popularly advertised beers in the world and most desired when vacationing on the beach! The unsurprisingly answer is the decedent Mexican cerveza, Corona Extra.  In 1925, Corona was first produced in Mexico City by Grupo Modelo and began US imports to California and Texas officially in 1981.  Now it can be found almost anywhere in the world.  

Crown Imports currently imports Corona and Grupo Modelo’s other mainstream beer, Modelo Especial.  Corona has enjoyed exceptional success in the US market.  One of the top sellers produced by the Modelo group happens to be the prestigious Corona Extra, topping the import beer market in sales. From the television commercials to billboards plastered all over our freeways, Corona has successfully reached the eye of many beer customers.  The quality and taste of Corona is described as crisp, refreshing, and superb.  So what makes this beer different from the rest?  You can never find this quality beer on tap (in a keg) and it is bottled in clear bottles with blue Old English style writing.

Until 2008, consumers in the US were increasingly infatuated with what the world’s foreign countries had to offer.  Imported beer enjoyed the same popularity.  According to Jack Robertiello, author of Beverage Dynamics, the volume of imported beers had grown at a healthy 3.6% in 2007, with two imported beers (Corona and Heineken) making the top 10 best-selling beers in America.  

However, since the start of the current recession (in late 2007), imported beer sales have softened. Like so many other premium-priced products, they have lost sales to lower-priced alternatives.  They have also lost to the growing craft beer niche segment.  Beer shoppers face a choice between spending $8.99 on a six-pack of Corona Extra and domestic brews for only $6.49.  Despite the economic downturn, Corona Extra, like many other imported beers, continues to be sold at a higher/premium price.  Will Corona sales regain momentum once economic growth returns – or do they face a longer-term challenge from changing attitudes (e.g., beer drinkers seeking new, novel flavors through craft beers)?

Competitive Profile
Corona Extra is the leading imported beer in the US and is ranked sixth when including domestic beers.  Like other imports, Corona is priced at a premium to the other brand leaders (which are all domestic) and enjoyed an extraordinary average sales growth rate of 8% from 1998-2007, exceeding the industry’s average growth rate of less than one percent a year.  Corona Light is the leading imported light beer in the US and grew 17% per year during the same period.  
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In the US industry, there are three groups of beer producers: 1) traditional mass producers, 2) importers and 3) craft/specialty brewers.  Traditional mass producers have been around since the 1930’s and sell the vast majority of beer in the US through the leading domestic brands.  Anheuser-Busch InBev has 49% share with brands including:  Budweiser, Busch, and Michelob.  MillerCoors holds a 29% share with brands including Coors, Miller and Milwaukee.  The two major importers are Crown Imports, with 5% share, which carries Corona, Modelo, and Pacifico (all brewed by Grupo Modelo), and Heineken USA, with 4% share, which sells Heineken, Dos Equis, Newcastle Brown, among others.  Craft/specialty brewers are small-scale producers and recent market entries.  They offer darker “craft-style” beers and ales, often called specialty beers. For a more complete list of leading brands by brewer, see Exhibit I at the end of this document.

Imports’ popularity had been growing until it dropped in 2008.  Imports grew from a 10% to 14% share of US beer shipments between 2001 and 2007 – falling to 13.1% in 2008.  Corona sales have also fallen since late 2007, as have sales of the #2 imported beer, Heineken.  (See chart for 2007 market shares of imported beers.)  During 2008, industry growth was 0.5 percent.  Import sales were down 2.3% in 2008 while domestic beer sales were flat and craft beer sales grew. 
Corona’s main competitors include Budweiser and Modelo Especial.  Budweiser, the #1 brand in the US, is a pale premium lager like Corona, and is also associated with “social” time.  Of note, it too suffered a sales decline during the first half of 2009.  Modelo Especial, the #3 imported beer, from Mexico like Corona, is brewed by the same company, Grupo Modelo.  Modelo Especial sales grew by 10.6% in 2008 – bucking the trend of declining imported beer sales.  Then, in 2009, the new Modelo Especial Draft was expanded nationally, after a limited geographic launch in Southwestern US during 2008 (supported by the brand’s first-ever English advertising). 

Competitor #1:  Budweiser

	Strengths

· #1 selling brand in the US

· High brand recognition (huge ad support)

· Virtually 100% distribution

· The “default” beer, synonymous with beer. “Hey, would you pick up some ‘Bud’ for the party?”

· Large marketing and support budgets

· Full line of beers:  premium and light – the two largest beer segments
	Weaknesses

· Taste is perceived as light, nothing special, “generic”

· Old franchise vulnerable to newer, fresher products

· Recent purchase of AB by InBev puts Bud in the largest beer portfolio in the world, and may find management focus elsewhere

· Sales declined in early 2009 

	Opportunities

· Recent success of Bud Light Lime supports the idea of new line extensions and entering new beer segments

· Beneficiary of consumer price sensitivity during prolonged recession (consumers trade down to good brand names at lower prices)
	Threats

· Vulnerable to consumer shift to specialty beers, desire for flavor variety

· Growth of imports and craft/specialties educates consumers to the taste benefits of better beers 


Competitor #2:  Modelo Especial

	Strengths

· Third largest imported beer in US 

· Perceived in some taste tests as better than Corona

· Launched first-ever mainstream (English) ad campaign in 2008 

· Brewed by Grupo Modelo, which also brews Corona, so they have experience in segment

· More “Mexican” brand imagery than Corona
	Weaknesses

· Historically low advertising support in the US (just focusing on the Hispanic market).  

· Is it “too Mexican?”



	Opportunities

· Heighten the Mexican imagery, to ride the demand for specialty beers

· Become a substitute for Corona, among consumers who view Corona as mainstream 

· Launch new flavors/varieties 

· Increase ad spending (yielded growth in 2008-09)
	Threats

· Vulnerable to consumer shift away from Mexican beers to other types of specialty beers, desire for flavor variety

· If Grupo Modelo sells to AB InBev, Modela Especial may not receive the management attention it has enjoyed in the past.


The softness in high-priced import beer sales during 2008 and early 2009 raises the question of whether premium priced imports such as Corona are recession-resistant.  A few key competitive dynamics have also been in play:  

· In late 2007, Corona Extra raised its prices, just as the recession started.  Domestic beers followed although it was months later, after consumers had already begun to trade down.

· In May 2008, Bud Light Lime was launched, which outsold Corona Light in 2008.  
· There is overlap between with consumers of imported beer and craft beer.  Could this relatively new segment present a threat to more established higher-priced imported beers?

It’s also possible that Corona suffers less from its high price than from simply entering a mature phase of its life-cycle, where beer drinkers perceive it as “less special” and closer to lower priced domestic beers.

Company Profile

Grupo Modelo, founded in 1925, is the leader in Mexico for beer production, distribution and marketing.  The company has seven brewing plants in Mexico and currently brews and distributes 13 different brands of beer, including Corona.  Grupo Modelo exports five of those brands and is present in 159 countries.  Brands include:  Corona Extra, Modelo Especial, Victoria, Pacifico, Negra Modelo, Modelo Light, Leon, Montejo, Estrella, Barrilito, Corona Light, Tropical Light and Pacifico Light.  In addition, Grupo Modelo is the importer of Anheuser-Busch's products in Mexico, including Budweiser, Bud Light and O’Doul’s.  They also import the Chinese Tsingtao brand and the Danish beer Carlsberg.  Group Modelo also works with Nestlé Waters and produces and distributes in Mexico bottled water brands Sta Maria and Nestlé Pureza Vital as well as the imported water brands San Pellegrino, Perrier and Aqua Panna.

Grupo Modelo offers all three types of beer within their product line, Lager, Ale and Lambic.  Out of the 13 brands of beer, Modelo and Corona brands were first sold consisting of over 8 Million in 1928.  In 1933 Modelo began to export beer to the U.S.  They offered the first beer in a can in the Mexico market in 1966 and moved on to European exports in 1985 to places such as Japan, Australia, New Zeland and other European countries.  Today, Corona is the leading brand in Mexico, the number one imported beer in the United States and the most popular Mexican beer worldwide.  

Grupo Modelo is a public company with about 40,000 employees nationwide.  The brewer dominates the Mexican beer market with 63% of the market share as of December 31, 2008.  As of Q2 2009 the brewer has sold 4.5 million hectoliters of beer in exports, alone which resulted in $777 Million in sales. Grupo Modelo produces some of their own inputs such as raw materials, cans and bottles, packaging and machinery with subsidiary and associated companies.  This helps guarantee and ensure the quality of the materials, efficient production and on-time distribution.

Grupo Modelo’s website (www.gmodelo.com) is a very nice, interactive website.  The look and feel is professional and polished.  It is attractive to the eye and is easy to navigate through.  They provide substantial information such as e-commerce, services provided, locations and brands offered.  They emphasize their company culture and core values as well as their concern for the environment and responsible drinking.  In addition they provide full video and audio of the beer production and process as well as an option to request a site visit at one of their brewery locations.

Corona Extra Customer Profile

As the number one beer in sold in Mexico and the number one imported beer in the US, Corona Extra is the only brand that proudly represents Mexican pride all around the world. Closely associated with Mexico’s image as a fun and relaxed vacation destination, Corona’s customer profile is a youthful and energetic person who wants to take a moment to relax and enjoy life.

Primary Target

In the US beer is generally marketed to adult males and is closely associated with sporting events, with men representing over 80% of total US beer sales. Corona Extra does not try to alienate the broader beer consumer base, but research does show that more expensive domestic beers tend to be consumed in larger quantity by higher income earners (people earning over $60,000 or more). Low income earners tend to prefer the cheaper domestic beers.

In order to differentiate from the sports oriented, cheaper domestics and reach a wealthier slightly more education target market, Corona Extra associates the brand with summer fun and relaxation. Campaigns use imagery of beautiful sandy beaches in front of a crystal clear blue ocean. Marketing events have summer themes and generally are at beach locations or feature beach themes. Similar to other imports beers Corona Extra leverages its exotic and vaguely foreign image to create a more slightly more sophisticated and multicultural brand image. 

Primary Target Characteristics:

Age: 21 to 35

Gender: Men

Income: Low / Middle to High

Education: College

Geography: Entire US, Urban centers of 500,000 or more

Lifestyle: Semi-Professional, Professional

Secondary Target

Given Corona Extra’s unique position as the number one beer in Mexico, Mexican-Americans, Hispanics and other Spanish speakers in the US represent a large and fast growing market segment for Corona Extra. While smaller in size than the general male beer consumer, Hispanics as a group tend to prefer beer consumption in greater numbers over Caucasians in the US. A Deutsche Bank survey found 57% of young Hispanic adults "favor beer," compared with 51% of Caucasians. Additionally, sales tend to be very strong in the South Western region of the US including Texas, New Mexico, Arizona, and California. These locations represent an important geographic location for targeting both general and Hispanic specific advertising.

Secondary Target Characteristics:

Age: 21 to 35

Gender: Men

Income: Low to Middle

Education: Some High School / GED

Geography: Southwestern US

Lifestyle: Blue Collar / Retail / Semi Professional

Language: Spanish spoken in the home

Product Profile

There is a lot of disagreement on beer fanatic websites about what type of beer Corona Extra is. According to the parent company website of Corona, Grupo Modelo Corona Extra is a Pilsener style beer that is brewed in one of seven different breweries all located in Mexico. Pilseners are a pale lager type of beer. The name comes from the city Plzeň located in the Czech Republic where it was developed in the 19th century.

Like all commercial beers in the US, Corona Extra strive to achieve the absolute best quality product through a rigorous and consistent brewing process that ensures each batch made will have exactly the same taste, color, smell and other characteristics that make a Corona Extra beer. This is a significantly different product strategy from many microbrews that can’t or don’t want to maintain the same level of consistency in their product’s taste, color, carbonation level, etc. year and year out.

Corona Extra has a very light, smooth taste and is commonly served with a slice of lime inserted into the top of bottle which then floats in the neck to add extra flavor. Although it’s important to note that in Mexico the addition of lime is not very popular. It’s viewed as something that tourists do.

Beer Brewing Styles

There are three main types of beer. These are top-fermenting, bottom-fermenting and spontaneous-fermenting beer.

	Top-fermenting

Generally these beers are brewed at higher temperatures than bottom-fermented beers. This process generally produces secondary aromas and flavors that have what is generally considered fruit overtones.

Examples:
· Ales
· Altbeer

· Special

· Wheatbeers

	Bottom-fermenting

This process that requires colder temperatures and producers a crisper cleaner tasting beverage. This is generally what is bottled and served as beer in most parts of the world.

Examples:
· Lagers
· Vienna, Marzen

· Munich, Bock, Dopple Bock, Rauchbeer

	Spontanious-fermenting

This process produces ales that use wild yeasts, rather than cultivated ones. It was once how all beer was brewed but is now a specialty segment with a small following.

Examples:
· Lambics
· Geuze

· Faro,

· Kriek 


Product Pricing

Corona (both Extra and Light)’s premium price is evident in comparison to the leading beer, Budweiser.  It is priced at a +39% premium, at $8.99 versus $6.49 for a 6-pack for Budweiser.  Budweiser Light Lime, however, is priced in the middle at $7.49, which is higher than the other Budweiser products.  

Modelo Especial’s pricing matches Corona’s.  Pricing for a sample of other imported beers and craft/specialty beers illustrates the premium commanded by these two segments in comparison to Budweiser.  The chart below summarizes pricing by brand.

Average Retail Pricing by Brand*

Corona, Budweiser, Modelo Especial and Others

 October 2009
	Brand
	6-Pack (Bottles)
	Premium vs Budweiser

	Corona
	$8.99
	+39%

	Corona Light
	8.99
	+39%

	Budweiser
	6.49
	__

	Bud Light
	6.49
	__

	Bud Light Lime
	7.49
	+15%

	Modelo Especial
	8.99
	+39%

	Other Brands (Sample)

       Imports:

Heineken

New Castle (England)

       Craft/Specialty:

Red Hook

Blue Moon

Fat Tire

Sierra Nevada
	9.99

9.49

8.99

8.99

8.99

9.49
	+54%

+46%

+39%

+39%

+39%

+46%


*Promotional prices for Octoberfest are not reflected.

Distribution

The popularity of imported beer has grown amazingly all throughout the United States.  The shelving spaces at a majority of the grocery stores and wine & beer warehouses are stacked with packs of not just domestic brew but also many foreign beers.  The most recognizable labels that stand out in retail stores are Corona Extra, Heineken, Guinness, and Becks (just to name a few).   

Crown, the importers for Grupo Modelo who produce Corona, Pacifico, and Modelo Especial, are on the rise in the beer market.  Most Modelo group beers are sold in six-packs with the exception of the highly advertised beers such as Corona and Modelo which can be found in 12-packs as well.  Specifically, when observing how Corona Extra is distributed throughout many retail stores in San Francisco, it appears that the shelves are well stocked, usually in between other imported beers and typically next to Bud Light.  Corona can be found at almost any store that sells alcohol, always fully stocked and ready to be purchased.  

Corona Extra (Imported Beers)/Retail Shops:

	Retail Store


	Shelf level
	Comments

	Jug Shop (Pacific Ave, SF)


	Top middle refrigerator
	Corona Extra was smack in the middle of the beer refrigerator.  To the left were all imports and to the right were all domestic microbrews.  

	Whole Foods (California St., SF)


	Corner of bottom left shelf
	Corona Extra is at the edge of the bottom shelf.  Surrounded by a Negro Modelo, Heineken, and other popular imports.

	Safeway (Marina Blvd, SF)
	Center bottom of beer isle
	Corona Extra is fully stocked with 6 packs and 12 packs right in center of the beer isle.  Surrounded by tecate, dos equis, bud light, Heineken, and Pacifico.

	Safeway-Moraga


	Center/below eye level
	Flanked by Pacifico and Tecate; Bud to left; Heineken to right; specialties above.

	Safeway-Walnut Creek


	Ctr/below eye level
	Same as above except that Bud to right; Heineken to left.

	Diablo Foods-Lafayette


	Left/below eye level
	Flanked by Pacifico; Modelo and Don Equis above it.(not with specialties)

	Trader Joes-Lafayette
	Left/eye level
	Corona is the only mainstream brand carried by this Trader Joes and is included with all specialty beers.

	BevMo-Orinda
	End/below eye level
	Flanked by Pacifico and PBR

	Safeway-SOMA
	Ctr/eye level
	Flanked by Pacifico and Tecate; Bud to left; Heineken to right; specialties above.


Product Promotion & Reviews

Corona Extra has been the number one imported beer in the USA since 1997. By 2004, the changing demographics, competition and retail consolidation posed many a challenge to Corona Extra. Carlos Fernandez, Chief Executive Officer of Grupo Modelo at the time, reorganized the company's marketing strategies and concentrated on the growing market through new ads and promotional offers to improve the sales.

With a strong marketing team, the company hasn’t been afraid of investing a large piece of its budge on events, sponsorships, partnership, social media, TV commercial and magazines ads to promote its beer. 

Events

In 2008, a big event called “My Corona” was launched all over US. The promotional team visited pubs & clubs all over the country spreading My Corona love and snapping fun pictures of Corona customers and their bottle of Corona Extra. Goodies and prizes were given away and consumers got a chance to win the My Corona Pic of the Pub on that night. 5 de mayo, 4th July, Super Bowl and St. Patrick’s Day are important event days when Corona offers discounts, coupons and souvenir to its consumers. For instances, “Buy 2 bags of Mission chips and get $2.00 off 1 Corona 12pks"(cross promotions), or coupons of "Buy 1 Corona 12pks and get $2.00 refund by mail."

Sponsorships
Grupo Modelo sponsors large events such as Cork Film Festivals, Corona Pro Surf Circuit, U.S. Open of Surfing and VIP launch party for H magazine at the Ritz Carlton Hotel in Miami.

Partnerships
In 2008 Corona's partnership with country singer Kenny Chesney was extended. Corona developed a display card to promote Chesney's new album 'Lucky Old Sun’. The card could be used to gain two dollars off the CD or a digital download from the album's website. 

Social Media

Corona has its own Facebook group profile with 281,797 fans. In June 2009, Corona was selected in a Facebook “Pick Five” survey where users worldwide choose their favorite five things based on different topics. The Favorite Beers survey collected the opinions of 2.5 million people on FB, according to PC World. Corona is also in the Twitter with 1,216 followers.

TV Commercial & Magazine Ads

Summer time is when we will see more Corona’s TV commercial and magazine ads. Consumer research revealed that Corona ads are as appealing and effective for today's consumers as they were nearly two decades ago. The theme of temporarily escaping from stress and communication overload has added resonance in the current economic climate.

Corona was nominated the best beer by its consumers at Facebook (June 2009) and Lovemarks (January 2005).

Conclusion

Given the severe impact that the global recession has had on all premium beer sales including Corona, it’s not clear if import beers in the US will be able to preserve their premium price point. It’s even possible that some brands will simply not survive. The growing popularity of other alcoholic beverages including wine and spirits also pose significant threats to import beer’s market share. Corona and the import category face significant challenges going forward.

Future economic forecasts are across the board, but they all agree on two points. The first is that the recession will end at some point. There is data out this week suggesting that this may have already occurred. The second point they all agree on is that the recovery will be weak. It is this point that Corona needs to seriously consider. The scenario that they need to plan for is one in which the consumer is less likely to pay a premium for products when cheaper alternatives are readily available.

Given all of these factors, we would suggest that Corona consider a complete re-branding that will update their positioning slightly, putting them in touch with a younger most cost conscious consumer. We do not suggest lowering prices, as this will certainly signal to consumers that there has been some reduction in product quality. Also Corona should double down efforts to reach the Hispanic and Spanish speaking community in the US who should be viewed as its most important secondary target market. Given the growth targets for this demographic and their propensity to consume beer at a greater percentage than other targets, this group represents a growth opportunity that Corona needs to carefully develop a long term strategy for.

Exhibit I
Leading Beer Breweries and Their Brands

Domestic, Imported, and Craft/Specialty

	Producer

Share of U.S. Shipments 2008
	Domestic Brands


	Imported Brands
	Craft/Specialty Brands

	Anheuser-

Busch InBev

Share: 49%
	Budweiser

Bud Light

Bud Light Lime Busch

Busch Light

Michelob

Rolling Rock


	Stella Artois (Belgian)  Premium Lager.  “Brewed to perfection using the original Stella Artois yeast including Saaz hops”

Becks (Germany)

Purity (only 5 brew masters in 125 year history)
	Redhook Ale Brewery of Seattle

	MillerCoors

Share:  29%
	Coors Banquet

Coors Light

Extra Gold Lager

Miller Genuine Draft

Miller High Life

Miller Lite

Milwaukee’s Best Light (premium light)

Red Dog
	Cristal (Peru’s #1 selling beer, light-bodied, with Andean imagery)

Pilsner Urguell (Czech Republic,  first brewed in 1842,defines a category of beer)

Molson Canadian (Canada, malted barley and the finest hops.  Classic lager)

Aguila (Colombian)
	Blue Moon Belgian White 

Henry Weinhard’s Private Reserve (Northwest)

Leinenkugel’s Sunset Wheat (Wisconsin)

Foster

Sharp Sparks

George Killien

	Grupo Modelo

(Mexico)

Share:  5%
	
	Corona 

Corona Light

Modelo Especial

Negro Modelo

Pacifico

St. Pauli

Tsingtao
	

	Heineken (Dutch)

Share:  4%
	
	Heineken Lager (positioned as the leading international premium lager)

Heineken Premium Light (The leading imported light beer brand)
Amstel Light

Newcastle Brown Ale

Dos Equis

Tecate
	


Sources: Websites and annual reports for each brewery; Share of shipments from Beer Insights, Inc. www.beerinsights.com/docs/majorshipments.html
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