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Introduction
The United States brewery industry has moved through repeated cycles of expansion, consolidation,
regulation, innovation, and correction. The original case study focused on the growth of breweries,
barriers to entry, the development of Lagunitas Brewing Company, and the strategic problem of
expanding without losing identity or financial control. Those themes remain useful, although several
historical numbers in the original article were inaccurate. The United States had thousands of
breweries in the late nineteenth century, not six, followed by sharp consolidation during the twentieth
century and a major craft-beer revival beginning in the late 1970s. By 2025, the country had
approximately 9,724 breweries, including about 9,578 small and independent craft breweries,
according to the Brewers Association. The industry is now mature and highly competitive: production
and brewery counts declined in 2025, costs increased, and consumers shifted toward spirits, ready-to-
drink beverages, non-alcoholic products, and moderation. Strategy therefore depends less on entering
an automatically growing market and more on choosing a defensible position.

Historical Development of the American Brewery
Industry
Brewing in the United States developed through local and regional production because beer was
difficult to transport and preserve before modern refrigeration and logistics. German immigration
strengthened lager production in the nineteenth century, and many cities supported numerous small
breweries. Industrialization later allowed larger firms to use pasteurization, bottling, rail distribution,
advertising, and economies of scale. Prohibition from 1920 to 1933 destroyed or transformed many
breweries, while the post-Prohibition market became increasingly concentrated. National companies
gained advantages through television advertising, standardized products, distribution, and purchasing
power. By the late twentieth century, a relatively small number of corporations dominated volume,
but consumer interest in distinctive styles and local identity created space for craft brewing.
(Tremblay, 2005)

The Craft-Beer Revival
Changes in law and consumer taste helped create the modern craft sector. Legalization of
homebrewing at the federal level in 1978 encouraged experimentation and skill development. Early
microbreweries and brewpubs introduced styles that were uncommon in the mass market, including



Copyright © 2026 Academic Master. | 2

pale ales, porters, stouts, wheat beers, and strongly hopped ales. Craft producers competed through
flavor, authenticity, local identity, direct customer relationships, and storytelling rather than cost
leadership. The number of breweries rose rapidly for decades. This growth changed retail shelves,
restaurant menus, tourism, and consumer expectations. Large companies responded by acquiring
craft brands, developing specialty products, and investing in distribution. The market’s success
eventually created saturation, making differentiation more difficult.

Current Industry Conditions
The industry has entered a period of correction. Brewers Association data show that total United
States beer production and imports fell in 2025, while craft volume declined by 4 percent. Craft
retained a meaningful share of the market and contributed billions of dollars and hundreds of
thousands of jobs, but brewery closures exceeded openings. The decline does not mean that every
brewery is failing. Some brewpubs, taprooms, and small community-focused producers continue to
grow. It means that average demand no longer supports expansion based only on the assumption
that craft beer will keep gaining volume. Strategy must account for slower consumption, inflation,
labor costs, aluminum and ingredient prices, distributor consolidation, retailer selection, and changing
drinking habits. (Brewers Association, 2026a; Brewers Association, 2026c)

Industry Structure and Competition
Competition occurs at several levels. Large multinational brewers possess scale, national distribution,
advertising budgets, data, purchasing power, and extensive brand portfolios. Regional craft breweries
compete for packaged distribution across several states. Microbreweries and taprooms depend more
heavily on local sales and hospitality. Brewpubs combine production with food service. Contract
breweries and alternating-proprietorship arrangements reduce capital requirements for some
entrants. The relevant competitors are not only other beers. Wine, spirits, canned cocktails, hard
seltzers, cannabis beverages where legal, coffee, soft drinks, and non-alcoholic products compete for
consumer occasions. A brewery must therefore define the customer need it serves rather than
treating all beer drinkers as one market. (Brewers Association, 2026b)

Government Regulation as a Barrier
The original essay correctly identified regulation as a major barrier. Alcohol is regulated at federal,
state, and local levels. A producer may need federal approval, state manufacturing and distribution
licenses, local zoning, health and safety compliance, environmental permits, tax reporting, label
approval, and rules governing sales channels. The three-tier system generally separates producers,
distributors, and retailers, although state exceptions allow taproom sales, self-distribution, brewpubs,
or direct shipping under specific conditions. Rules vary considerably by state. Regulation protects tax
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collection, public health, and market order, but complexity can impose disproportionate costs on
small firms. An entrant must understand licensing timelines and distribution law before committing
capital. (Mitchell, 2015)

Capital Requirements
Brewing requires equipment, premises, utilities, fermentation capacity, refrigeration, quality control,
packaging, wastewater management, inventory, and working capital. A large production brewery
requires substantial investment before revenue is certain. Smaller models can reduce risk by
beginning with a taproom, contract production, or limited packaging, but they still need cash for
permits, rent, ingredients, labor, insurance, and marketing. Beer also ties up capital during production
and storage. Expansion creates additional strain because new tanks and buildings may be paid for
before sales grow. The original Lagunitas discussion correctly emphasized capital allocation. Growth
should be financed according to realistic demand and cash-flow scenarios rather than founder
optimism alone.

Distribution and Access to Market
A brewery can make a strong product and still fail if it cannot reach customers profitably. Distributors
provide sales relationships, delivery, warehousing, and regulatory compliance, but distributor
portfolios are crowded and incentives may favor larger brands. Franchise laws in some states make
distributor relationships difficult to change. Retailers reduce slow-moving products, while shelf and
tap space are limited. Direct taproom sales offer higher margins and customer feedback, but
geographic reach is narrow and hospitality requires different skills. A strategic channel mix should
match the brewery’s scale. A local taproom should not imitate the cost structure of a national
packaged brand, while a regional producer cannot depend only on visitors to one location.

Brand Differentiation
Early craft breweries could differentiate simply by offering styles unavailable from national brands.
Today, consumers face thousands of options, and product novelty is quickly copied. Sustainable
differentiation may come from consistent quality, recognizable flagship beers, regional identity,
hospitality, community involvement, packaging, specialized styles, or a clearly defined customer
segment. Constantly releasing new products can generate attention but also complicate production,
inventory, and consumer understanding. A brewery needs an innovation portfolio rather than
innovation without discipline. Flagship products can provide efficiency and recognition, while limited
releases maintain interest.
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Lagunitas Brewing Company as a Case
Lagunitas was founded in California in 1993 by Tony Magee and developed a reputation for hop-
forward beer, unconventional branding, and a founder-driven identity. The original essay referred to
internal conflict and Magee’s initial ambivalence about growth. Those issues illustrate the tension
between entrepreneurial control and organizational expansion. A founder may value independence,
improvisation, and product culture, while national growth requires systems, managers, capital, quality
consistency, distribution planning, and formal governance. Lagunitas expanded production in
Petaluma and later opened a Chicago facility to serve wider markets. The expansion reduced shipping
distances and increased capacity, but it also required confidence that demand would justify fixed
costs.

Founder Vision and Strategic Clarity
Founder-led companies often benefit from authenticity and quick decisions, but they can suffer when
strategy remains implicit. The original case stated that Lagunitas lacked a clear expansion strategy. A
company considering nationwide growth must specify target markets, channel priorities, capacity
stages, financing, brand architecture, and decision criteria. “Going national” is not itself a strategy.
The firm should know where its brand has traction, what distributor support exists, which products will
lead, and how quality will be protected. It should also decide which aspects of founder culture are
essential and which must change. Strategic clarity allows employees and investors to act consistently
even when the founder is not making every decision.

Capacity Expansion and Timing
Breweries face a difficult capacity problem. Underinvestment can cause shortages, inconsistent
schedules, and missed opportunities. Overinvestment creates debt and idle equipment when demand
slows. Expansion should be modular where possible and based on verified sales rather than
temporary enthusiasm. Scenario analysis can compare conservative, expected, and high-growth
cases. Contract production or partnerships may test new markets before construction. A second
facility can improve logistics and resilience, but it duplicates management and quality-control
challenges. The Chicago plant in the Lagunitas case represented a commitment to national
distribution, not merely additional tanks.

International Expansion
The original essay identified international expansion as a long-term objective requiring capital.
International growth introduces additional complexity: importers, tariffs, labeling, alcohol law,
exchange rates, cold-chain quality, brand recognition, and different taste preferences. Exporting
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packaged beer over long distances can be costly and environmentally inefficient. Licensing or local
production can reduce freight but risks inconsistency and loss of control. A brewery should prioritize
countries where demand, partners, pricing, and brand fit justify the investment. International
expansion should not be pursued merely because domestic growth is slowing.

Acquisition and Strategic Partnership
Many successful craft breweries have accepted investment or acquisition from larger companies.
Such deals provide capital, distribution, purchasing power, and access to international markets, but
they can affect the brand’s independent identity. Heineken acquired a 50 percent interest in
Lagunitas in 2015 and the remaining interest in 2017. The transaction demonstrates one response to
the challenge of scaling. It gave Lagunitas access to a global network, while critics questioned
whether the brand remained craft under industry definitions. Strategic analysis should examine more
than the sale price. It should consider founder goals, employee opportunity, consumer trust, control,
distribution, and long-term brand meaning.

Porter’s Five Forces
Porter’s framework helps organize industry pressure. Rivalry is high because brewery numbers are
large and overall beer volume is contracting. Buyer power is significant because distributors, retailers,
bars, and consumers have many alternatives. Supplier power varies; specialized hops, cans,
equipment, energy, and logistics can become costly or constrained. The threat of substitutes is high
because consumers can choose other alcoholic and non-alcoholic beverages. Entry is possible at small
scale, but sustainable profitability is difficult because regulation, capital, brand building, and
distribution create barriers. These forces explain why product quality alone is insufficient. (Porter,
1980)

Health, Calories, and Consumer Change
The original essay suggested that competition encouraged high-calorie craft beer. Some styles do
contain more alcohol, residual carbohydrates, or calories, but flavor intensity is not automatically
unhealthy and calorie content varies widely. The larger strategic issue is changing consumer
behavior. Many drinkers are moderating alcohol use, tracking calories, choosing low- and no-alcohol
products, or drinking less frequently but purchasing premium beverages. Breweries can respond
through transparent information, smaller serving sizes, non-alcoholic beer, lower-alcohol styles, and
hospitality experiences that do not pressure excessive consumption. Responsible marketing is both
an ethical obligation and a source of long-term trust.
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Quality and Operational Discipline
Consumers may forgive limited selection but rarely forgive inconsistent or contaminated beer. Quality
systems should cover raw materials, water, yeast management, fermentation, cleaning, oxygen
control, packaging, storage, and sensory evaluation. As a brewery expands, informal knowledge must
become documented procedure. Laboratory testing and traceability become more important when
products travel farther and remain in distribution longer. Quality is strategic because one defective
batch can damage a small brand disproportionately.

Hospitality and Community
Taprooms and brewpubs compete partly as places rather than only as manufacturers. Events, food,
service, atmosphere, accessibility, and community relationships can produce loyalty even when
packaged-beer growth is weak. Current industry analysis suggests that small, locally integrated
models may be more resilient than firms dependent on broad distribution. Community orientation
must be genuine. A brewery that supports local organizations, creates an inclusive environment, and
responds to neighbors can develop social value that national brands cannot easily copy.

Sustainability
Brewing uses water, energy, grain, packaging, refrigeration, and transportation. Wastewater and
spent grain require management. Sustainability can reduce cost through heat recovery, efficient
cleaning, water reuse where safe, renewable energy, lighter packaging, and local by-product
partnerships. Environmental claims should be measurable rather than decorative. Climate change
also affects barley and hop supply, making resource efficiency part of risk management.

Recommended Strategy for a Growing Brewery
A brewery seeking long-term growth should first choose its strategic scope. It may become a strong
local hospitality brand, a focused regional producer, a specialist in one category, or a scaled national
company. Each model requires different capital and capabilities. Management should protect a small
number of reliable core products, use limited innovation selectively, build direct customer data,
diversify sales without overextending, and invest in quality before capacity. Expansion should follow
demonstrated demand. Partnerships should be evaluated according to strategic fit and control. The
organization also needs formal financial planning, leadership development, and succession beyond
the founder.

https://academic-master.com/financial-planning-in-the-organization/
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Conclusion
The American brewery industry developed from local nineteenth-century firms through consolidation
and then a remarkable craft revival. The market now contains thousands of breweries but faces
declining volume, intense competition, rising costs, regulation, and changing preferences. The
Lagunitas case illustrates both the opportunity and difficulty of growth. Founder identity and product
creativity created value, but national expansion required capital, capacity, systems, and eventually
partnership with a global brewer. The original recommendation to prioritize resources for expansion
remains valid only when demand and strategy justify the investment. In the current market,
disciplined positioning is more important than growth for its own sake. Breweries that align scale,
channel, brand, quality, community, and financial capacity have the best chance of surviving a
mature industry.
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