Brand Analysis of Budweiser 22

          
[image: image1.png]



Brand Analysis Project

Budweiser In Europe

Jeremy Quattlebaum

704715068

Rand Robins

708218639

Ferrin Schriner

705602334

JOMC 170.1

June 21st, 2002

Sue Westcott Alessnadri

Honor Court Pledge:

Budweiser, the self-imposed “King of Beers,” has been opening its doors to the global market. Since launching Budweiser UK in 1985, the brewery has re-invented itself numerous times before grabbing a significant share in the European marketplace. Although Budweiser has captured much of the UK market, it has only just begun to make a dent in the remainder of the continent. Through harsh stigma’s against Budweiser to the endless rounds of court litigations based on its name, Budweiser has shown considerable reliance. Budweiser has used advertising and integrated promotions to not only increase brand identity, but also to become an international icon. With brand recognition higher than any other beer in the world, Budweiser has become “The World’s Beer.”


History

“And on the Eighth Day, God created Beer.”









-Genesis


Budweiser began as the initial beer of the E. Anheuser and Company in 1876. The E. Anheuser and Company of St. Louis became the current producer of Budweiser, and renamed itself Anheuser-Busch Brewing Association in 1883. The Budweiser name originates from the Bohemian town of Budweis, a popular brewing town in Germany. Adolphus Busch traveled to the town of Budejovicky in Czechoslovakia where he learned and adopted the brewing techniques of the region. Coming back to America, Adolphus began using the brewing techniques he picked up in Czechoslovakia and created Budweiser.
 Adolphus Busch began brewing Budweiser to please all the many tastes of the different beer drinkers. Busch wanted Budweiser to have a dissimilar taste similar to the foreign beers around in the latter half of the 19th century.


To preserve this flavor, Busch built and purchased rail-side icehouses to cool the beer during transit. He also built the first refrigerated train cars and was a pioneer in the pasteurization of beer. All these contributions led to many of the modern brewing techniques.


Budweiser began to form partnerships with bars and pubs around the country where they would exclusively sell the brew. This led to a dramatic increase in sales, and by 1901 Budweiser had sold over 1 million barrels of beer nationwide. Prohibition struck the brewery hard but it soon reclaimed the sales after the Amendment was repealed. To celebrate the end of Prohibition, August A. Busch Jr. gave his father August A. Busch a team of Clydesdales, which became the symbol of Anheuser-Busch.


In 1936 Budweiser was first introduced in cans, and soon after the company broke the 2 million-bottles-of-beer-a-year mark in 1938. Busch Beer was introduced in 1955 as A-B’s first subpremium beer followed by Natural Light in 1977. The Michelob families of beers were introduced in the mid-seventies to compete with the higher end beers. Bud Light, the first extension of the Budweiser name, was introduced in 1984, being Budweiser’s first premium light beer.


In 1980 A-B was sold for the first time on the New York stock exchange, under the name BUD, and on the Tokyo Stock Exchange in 1987. In 1986 Budweiser witnessed another major milestone: A-B brewed over 1 billion barrels of the beer since it’s induction in 1876
.


Budweiser witnessed rising sales from the 40’s to the early 80’s. Starting in the early 1980’s A-B’s sales began to flatten out causing the company to look at foreign markets as new sources of income. 


Finance


“Because all the money in the world isn’t enough.”


Because Budweiser is a subsidiary company of Anheuser-Busch, financial reports of Budweiser are unavailable to the public; however, Anheuser-Busch’s annual report is available. Anheuser-Busch’s 2002 financial statement reported that international beer sales were up from 647, 800,000 dollars worldwide in 2001 to 669, 800,000 in 2002; however, both of these figures are down from 1999 international beer sales, which totaled 763, 300,000 dollars. This drop off is due, according to the report, to weakening sales in Asian markets. Worldwide A-B sells 105.4 million barrels of beer to 86 countries, most going to Latin America and Europe. The 1998 financial report stated that the volume of products sold in Europe rose 9%. Most of the growth occurred in the United Kingdom due to an increase in advertising and promotions. The off premise beer sales of Budweiser rose 6% in 2001 from the previous year
. The UK is also the only European country with a Budweiser brewery brewing 400,000 barrels of beer annually.
 Ireland is the most profitable country in Europe for Budweiser, being the second most popular brew, followed by the UK where the beer has been hovering at the number four spot for several years
. In other countries Budweiser has licensing contracts with local breweries and investment partners. Budweiser Ireland has a brewing contract with the Guinness Ireland Ltd., who deals with most of the brewing, wholesale, and distribution of Budweiser and other Anheuser-Busch products. One of the main promotions Budweiser has been attending to is the sponsorship of the World Cup. In order to become “an official partner” of the FIFA World Cup, Budweiser reportedly paid 32 million dollars
. Overall, A-B spent $722,300,000 on advertising worldwide in 2001, a dramatic drop from the previous year where they spent $728,300,000. The 2001 expenditures on advertising are more comparable to the 1999 budget, where they spent 721,800,000
. These figures show why Budweiser is the number one advertised brand in the world, doubling the second place expenses on advertising
.


Competition


“It’s a dog-eat-dog world out there and I’m wearing Milkbone underwear.”


 There are three main types of competition in Europe that Budweiser is contending to. Large Breweries, regional microbrews, and cultural alcohols all have their share of the market. Budweiser continues to deal with each aspect of this volatile market


The large macro breweries were the initial concern of Budweiser as it entered the market. Heineken, Carlsberg, Guinness, and Interbrew all were heavily bought all over Europe. Every one of these companies has their own cultural identities associated throughout the continent much like Budweiser does in America. Heineken is the most prevalent European Macro brewery, being the largest brewer in Europe and its sales far surpass those of any other premium beers. From January 1992 through October of the same year, Germans consumed only 64,000 cases of American beer. On the other hand, Americans drank 9.8 million cases of Beck’s during the same 10 months. The larger brewing companies were the largest of the concerns Budweiser had, forcing the company to change it’s identity four times before having an impact
.



While these breweries are the largest of Budweiser’s European based competitors, the majority of beers brewed are done so by microbreweries like Budejovicky Budvar of central Czechoslovakia. Because Europeans tend to be very particular about their beer, microbreweries tend to do well, although on a much smaller scale than Budweiser; in fact, Budweiser brews 250 times more beer than does Budvar
. Regional identities are highly influential when examining who chooses what beers. For example, Bavarian Weissebier, brewed in Munich of the Bavarian region of Germany is extremely popular in Bavaria, while Kölsch, brewed in Cologne, is the dominant seller in the southern Rhine region.
In addition to the competition with other beers, Budweiser must deal with the cultural brews from each country
. 

Beer is not the predominant alcoholic beverage in all of Europe. Wines, liquors, schnapps, and other beverages have a strong holds in the European alcohol market. France, for example, is a predominantly wine country, not only producing the majority of wine for the continent of Europe, but also consuming over twice as much wine as beer. The Scandinavian Countries also are not predominantly beer drinkers, but rather choose to consume hard liquors and schnapps. These two cultures mean little or no beer sales in these countries forcing Budweiser fewer sales opportunities.

European Expansion

“Go East Young Man, Go East.”


Regional brewing and licensing contracts were Budweiser’s initial step into the market. Because of dipping US sales, Budweiser looked to other markets, especially Europe. Budweiser had to establish a base of operations for the continent and hop from market to market. Ireland and England were the initial markets to be flooded with Budweiser commercials and campaigns. This decision was based on language and cultural similarities. Budweiser began a licensing contract with Guinness in Ireland to produce, package, and distribute the American brew. This was a tactic common for the European market; many popular English beers are licensed with large American breweries. Budweiser also began to brew from it’s own brewery in London, one of the only two Anheuser-Busch breweries outside of the United States
.


Once the modes of transportation were established in England, the country was bombarded with advertising from the American beer. Budweiser tried to adapt to many different cultures of England that had their own unique tastes. This lead to repeated failures until a new advertising agency changed the identity, marketing, and creative strategy of the beer and started one of the most profitable advertising campaigns ever.

 
Unfortunately for Budweiser, the rest of the continent did not accept the brew so quickly. Legal problems all over the continent meant virtually no sales, weakening the staying power Budweiser established in the UK.

European Problems

“Selling American Beer in Europe is like selling parkas in the Sahara.”










-Czech bar owner 

Legal Issues

Perhaps the most significant obstacle facing Budweiser in Europe is the courtroom battle with Czech brewer Budejovicky Budvar. A-B Budweiser first trademarked its beer name in 1878, over a decade before the Budejovicky Budvar brewery was officially founded. The first name dispute emerged in 1907 upon A-B’s attempt to trademark its first brand name; this legal battle has escalated through the course of the past century to include over 60 suits. Located in central Czechoslovakia, this brewery has been producing a beer called Budweiser, or “from Budweis,” since the 13th century. Budweis is the Austro-Hungarian word for that particular town in Bohemia, thus Budejovicky Budvar calls their beer Budweiser
. Having used the name Budweiser since 1876, Anheuser-Busch contends that the name Budweiser is theirs because Budejovicky Budvar was not officially founded until 19 years later in 1895. The argument put forth in court by Budvar is that the name Budweiser is exclusively theirs because their beer is brewed in Budweis, just like real Champagne is made in Champagne, France, and the only ham called Parma is from Parma, Italy. However, it seems this argument does not carry the same force it does for wine
. 

Although Budvar and A-B have been embroiled in this litigation for almost a century, it was not until 1989 that A-B decided to start leaning heavily on Budvar; this date is significant because it marked the fall of Communism and the start of the so-called “Velvet Revolution.” A-B wanted to rid itself of the impediment of this trademark dispute by buying Budejovicky Budvar from the state, hoping to finally open up the hostile European beer market that is dominated by smaller breweries and is composed of very stubborn, serious, and proud beer drinkers. 

As of 2002, Anheuser-Busch sells Budweiser under the name Bud in 11 European countries and has trademark protection in 10. A-B has been denied the right to sell Budweiser or Bud in Germany, Austria, and Switzerland; instead of Budweiser or Bud, the beer is sold under the name “Anheuser-Busch B,” while in the UK, both Budvar and A-B have the right to sell Budweiser beer
. Currently A-B Budweiser is sold under the original name in France, the United Kingdom, Spain, Sweden, Portugal and Morocco
. When Czechoslovakia joins in 2004 they will gain the right to sell Budweiser in all E.U. countries, although not exclusively
. 

In another legal case, German courts ruled that the name “Bud” is too phonically similar to “Bit,” a well-established German beer. Budweiser is virtually non-existent in the country, because no seller would buy the brew, and no German would purchase the beer. Germans attached a stigma to Budweiser as the obtrusive, American beer, and that it is produced from inferior brewing techniques. With no name and few fans, Budweiser has to find something to hold on to before slipping in the market.

Budweiser is also having problems advertising in France because of strict laws. Budweiser is forbidden from showing television commercials, and information is limited on the billboards and print ads. This law, known as Loi Evin (see appendix), prevents any alcohol company from advertising on television and billboard ads must. The ads can only contain the name and where the alcohol can be purchased, which prevents Budweiser from using spokespeople and campaigns
. This law is a major hurdle for Budweiser, who is overcoming it with interesting ads that fall within the context of the law. 

Cultural Issues


Alcohol has long played a central role in the lives of Europeans, whether it is made from grapes or wheat, barley, and hops. Because of this long-standing tradition, Europeans are proud, picky, and unwelcoming drinkers. For example, from 1516 until 1992 a law stood in Germany governing the purity and pricing of beer (see appendix). Even today, these regulations are closely followed regardless of the law being repealed in 1992. A young German businessman explains, “You will never see our beer in cans- we use cans for sauerkraut only. (Walsh)” This European, and in particular the German, image of beer drinking is stifling the growth of Budweiser
. 

European tastes lean much more toward heavier, darker, more robust flavors whereas Americans have grown used to sweeter, lighter tastes in beer. Budweiser’s venture in Europe appears to have been launched with very little foresight and investigative work overseas. Forcing Budweiser in an unwelcoming European market was a fatal initial error on the part of the marketing team
. 

The UK and Ireland were the first markets Budweiser entered because of similar language and culture. Budweiser’s European efforts have been most successful in Ireland and England where American trends and fashions are much more influential. Budweiser went into various bars fact finding and investigating the best avenue to approach when entering the market. The English Pub culture is a major factor in beer consumption. Pub sales double the take home sales of beer, and each community has its special beer. Each age group has it’s own beer of choice, be it from Stout, Ales, or Lager. Budweiser, being a lager, entered into the lager market, the beer of choice for the new drinkers and students
. Budweiser had problems infiltrating the younger lager crowed because the culture changed so rapidly. Campaigns and agencies came and went, as Budweiser tried to create an identity that would that would boost sales
.

Advertising In Europe

“For the first time in human history, support from Soccer Hooligans is a good thing.”


For Budweiser to enter into the market successfully, the company and it’s advertising partner had to produce a creative and marketing strategy that would have a considerable sized impact on the UK and the rest of Europe. Bill McNulty was the first man in charge of European marketing, working with numerous ad agencies to create the brand image. The image they created portrayed the beer as a longstanding American cultural icon similar to that of Coca Cola
. This campaign was not as successful as hoped and new agencies and a new marketing director were installed. Randall Blackford, the current UK marketing director, explains that for the past decade, Budweiser has been creating an image of a “fun, cool, high quality American brand. (Blackford)” Focusing on the young adults as their focus, Budweiser has incorporated much of English culture into their creative program. This integration has led to an increase of sales for the past decade
.


The marketing strategy of Budweiser incorporated the largest lager media investments. The past two television commercial campaigns along with the current ads have made a considerable impact in the European market as they promote the beer.  By hosting numerous sponsorships with the World Cup and Manchester United, Budweiser was able to connect with more potential buyers than ever before
. 

The Agencies


Bill McNulty was the first person in charge of marketing for Budweiser UK, and his task seemed impossible. He had to crack into a market that did not want an American beer. To change this stigma, Budweiser had to hire the right advertising agency to change the identity of the brand.


Abbott Mead Vickers of England was the first agency Budweiser turned to. Budweiser wanted to show the image of American culture like Coca Cola and Levi’s have done in the past. The initial campaigns were sentimental but missed the mark causing Budweiser to look elsewhere for advertising help. McCormick Publicis was the second agency that tried to mesh English pub culture and American culture together. The ads were another failure causing Budweiser to move to D’arcy Masius Benton and Bowles (DMB&B). This agency created a popular tag line for England that was adopted in the US: the “True” campaign
. This campaign is still the tag line for Budweiser throughout the world. After several stagnant television commercials, Budweiser moved to OMD UK who produced Budweiser’s most successful campaigns, “The Chameleons,” and “Whassup.” Both of these campaigns were taken from the US, and changed to fit the British culture
. This agency was well recognized for it’s success and won many awards throughout Europe. Both campaigns became more than just television commercials but promotional activity as well. After a quarter slump following the September 11th attacks, Budweiser decided to release OMD UK and use an in house agency. This agency has successfully handled sponsoring the World Cup, and it has introduced new campaigns too.

The Identities and Campaigns


Budweiser went through phases before adopting it’s current identity. Initially Budweiser tried to target the younger audience by showing its role in American culture. Hoping to catch on like Coca Cola and Levi’s Jeans, Budweiser advertised as the All “American Beer.” This campaign created by AMV showed Budweiser as the beer of the WWII generation, and jazz music played in the background. These ads did little to help Budweiser build a brand image and a following. The “Genuine Article” Campaign was also not very successful. Instead of creating an image similar to that of Coke, Budweiser was portrayed as an old man beer, with little cultural connections to the younger focus group. Created by McCormick Publicis, the “Genuine Article” campaign featured commercials that blended American and British culture together. By trying to blend the cultures, McCormick Publicis tried to keep to the identity of the American cultural beer, but use English themes as the vehicle. The ads featured stereotypical “lager heads” in the pub singing American songs. This ad campaign failed to attract the young audience
. 

DMB&B created the tagline “True” and created memorable commercials for England. The biggest hit was an ad called “Pale Rider.” This campaign was the first major step after the launching the new marketing and creative strategy. Now using the humorous and fun approach instead of tying it to the American culture. This ad showed a trucker driving through the American desert. He stops at a bar and enters, realizing that the bar is filled entirely with Native Americans. The patrons of the bar begin to become restless until the trucker whips off his dusty face to reveal that he too is a member of the tribe. The patrons buy him a round of Budweiser and a party erupts. This ad was popular in the UK and caused American Indians to protest the ads for their portrayal of Native Americans. The ads were pulled soon after, but enough attention was received to make a major increase in sales
.

The OMD UK agency took over in the end of 1991, and helped the company carve out a substantial amount of the market. At first OMD UK fumbled with the campaigns, dealing mainly with promotions. Initially this looked to be a failure but the returns from the FIAA World Cup sponsorship were twice as what was expected. All over Europe, new markets were consuming Budweiser. Budweiser, creating a strong brand identity for the beer, sponsored the following World Cups. In 1996 Budweiser began the “Louie the Chameleon” ads in the UK, changing many of the commercials to fit with the English culture. The ads were another hit, creating an ongoing series of commercials, fan websites, and millions in merchandising
.


The campaign that followed the Chameleon advertisements was a groundbreaking event that had the entire word saying a simple phrase. The “Whassup” campaigns, started in 2000 were a hit in the US, UK, and all over Europe. The ads were so popular everyone from soccer stars to members of Parliament were using the phrase. Budweiser brand recognition was at an all time high, and foreign sales were up significantly. Sales increased significantly the year the ads were running, causing a difference of $6 million in sales from 1999 to 2000
. The worldwide marketing vice president, Augustus Busch IV, explained, “In our lifetimes, we’ll never see so much value created from a single idea. It makes Budweiser a brand for every culture, every demographic, and every community. It makes Budweiser a younger, hipper, more contemporary brand.
” The “Whassup” campaigned featured more than ten television commercials; several print ads, on location talent searches for the next “Whassup face,” and radio ads
.

Soon after the attacks of September 11th, Budweiser decided to pull out of the partnership with OMD UK to go with an in house agency. Budweiser decided to break the 9 million British Pound deal with OMD UK after a drop in sales. The in house agency is responsible for the current campaigns and the sponsorship of the 2002 World Cup
.

Promotions

Budweiser Europe has masterfully used promotions to raise brand awareness throughout Europe. The first major step was the sponsoring of the World Cup. This promotion helped Budweiser sales across the continent. The World Cups also helped Budweiser achieve its goal as a recognizable part of American society. The contests that Budweiser was able to sponsor in coordination with the World Cup helped brand identity by showing that they knew what Europeans wanted and appreciated. The contests ranged from a “twist and win” game to the current GPS game. 

Promotions in the UK were interesting and successful in reaching the targeted audience. They began by starting a yearly rock tour called the “Gatecrasher Tour” featuring Britain’s current stars. They have also sponsored the Manchester United Football Team. This sponsorship has led to increased sales in Manchester and brings up the prospect of other sports sponsorships
. The Budweiser Internet site for Budweiser UK, built by Circle.com, is completely designed for the “lager head” culture. Featuring flashy colors and popular music, the website is another step Budweiser is taking in the right direction
.

The current campaign in Germany is also bringing the much-needed exposure. Budweiser has launched the “Name the Beer” campaign. Since Budweiser cannot use the Budweiser or Bud name, Budweiser is running a campaign where contestants can name the beer. The beer packaging itself is interesting; the labels have been removed, leaving white paper labels. Through a series of newspaper articles, Germans are now aware that the new torn label bottles were American Budweiser. This campaign has led to a short rise in Budweiser consumption; unfortunately it is not enough to secure the German market
.

 Budweiser’s campaign in France is beginning to roll thanks to the help of some creative billboards. The billboards fall within the Loi Evin, stating only the name of the beer and where it can be purchased. The ads are blue with white letters saying the phrases, “Empire State Bud” and “Bud 66.” Both locations serve Budweiser therefore making the ad legal, and its relates to the brand’s creative strategy in France of being the American beer
. 

The Present and Future


“The future’s so bright I gotta wear shades.”


Budweiser is beginning to make a dent in the European market. The company’s current creative strategy is its connection to the World Cup and its positioning in UK society. The current television advertisements are titled, “Rules of Football: Watching.” These ads give the rules behind the interactions of men watching the World Cup. The ads show a breakdown of what is happening in the social setting with a voiceover telling what is happening. Every commercial ends with a “Budweiser solution” in which everyone ends up with a Budweiser in their hand. This strategy is trying to separate the identity of the American beer into the idea of Budweiser as being the world’s beer
.


If Budweiser wants to be successful in Europe like it has been in England it must start to push harder in untapped markets. Germany and France should be the next major step in European integration. Although both of these countries have barriers preventing much of the advertising for Budweiser, they are also the largest markets in Europe. Budweiser needs to come up with a new recognizable name in Germany while in France the beer company needs to come up with more billboards that tie Budweiser’s American image to the ads while staying within the boundaries of the law.


As a brand, Budweiser has arrived at its present status by reinventing its image according to social trends while at the same time defining those same social trends. Budweiser must continue to monitor European society and adapt to the changes occurring overseas in order to remain a prosperous and profitable brand. Having made significant progress since its introduction into European markets, Budweiser needs to resist the temptation to impose American images and ideas on consumers and instead, focus on catering to the changing tastes of the European people. Budweiser must continue to produce cutting edge television commercials and integrated promotional campaigns in order to remain a significant brewer in the UK and Europe.


Budweiser has made considerable progress since it’s induction on the continent over 15 years ago. Using US profits to support the fledgling Budweiser UK, the company has used advertising and promotion to build brand identity. From the successful “Whassup” campaign to the World Cup sponsoring, Budweiser has become the top beer of the world by integrating a well-devised creative and marketing strategy that employs all aspects of an integrated marketing campaign. 
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