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Yes They Can

o say that cumrent sales trends for Oskaor Blues

Berewery are the emvy of the indusery would be an

understatement. The Lyons, Colormdo, brewer—
a pioneer of the booming canned craft beer segment—
enjoyed a 70-percent volume surge last vear. In 2010,
sales are projecred to jump another 50 percent, despire
curtaibed :hi[.'q'nh'lh o deven dates this sumimer o6 demand
mil]'\-.i-n*d u||1-p|'!.'.

Founder and owner Dale Eatechis 1V Okkar Blues”
tight supply is just the company’s lavest challenge, as it
has encountered a series of obstacles since lmunching
14 vears apo, including financing and the decision w
can, amsd riot botebe, s beer. But while any beer marketer
would be giddy with delighs over high double-digie sales
gains in a declining beer market, that's not the case for
Karechis. “Today, our big issue is holding on to the soul
of cur company, while seizing the opportunicy o grow,”
e sanys.

Oukar Blues' remarkable gains have even outpaced
thee crafr beer Categon. Theeir trend appear: Lo l'l-;' |;|1.-¢
result of sudden acceptance by consumers of craft beer
in cans, a8 well a5 the brewer’s introduction of highly
regarded labels like Gubna Imperial IPA. Volume in

Oskar Blues created the market for canned crajft beers,
and now it’s looking to the next level BY TERRI ALLAN

2009 mas 29,000 bamrels, and this yeas that number was
projecied to reach 43,000 barrels. Oslear Blues” brands
ane currently available in 25 states—genemally on the
western and eastem comsts—as well s Waishingron, DUC.
Its largest markets are Colorada, Mew York, Mew Jemey,
Massachusetts and Maryland, sccording to president
John Beyana.

Supply ismses over the summer forced the company
to temporarily stop shipping beer 1o several states,
including California. But thanks to thres capacity
upgrades in pao months, supply began flowing again in
thee fall, wath the exception of Mevada and Idaho, where
thee beers are no longer available. Oskar Blues” brewery
in Longmont, Colorado, now has an anmual capacicy of
T0,000 barrels. Bryans says the company’s gross revenus
is between 312 million and $15 million this year, Oskar
Blues employs abour 200 people.

Calling Card

I{mt-:hﬂglmrw that he was taking a big risk when he
lasmiched his beers in cane. Ai the time, he and his
colleagues thought bt was funny that no scclaimed craft
brewer in the country wed cans. “Eight vears ago when

Colorada’s Oskar Bhies Brewery hos enjoyed rapdd sales growth over the Last fiw years, Founder and owmer Dale Katechis
(opposdee e, bedtom right) apermtes the brewery and several restmerane concepds (epposite, top and bottom lefi),
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we started canning. it was I'mh.-rlc.-l to us because no other
craft brewer was doing it,” Katechis explains. Bug the company
soon discovered that cans keep beer fresher than glass bostles,
i addinion 1o being more convenient and better for the envi-
ronment. Consumer perceptions that only cheap beer, mo
-|_1|_|_"_.|'\-.|.|.\_'|'|\ r.1|.1 !w.\_'.. B 1',|-,..J. -'I-,T\‘l imy camnes becamic I:I'Il\.' l"l;;_".."f'\-l
obstacle for Oskar Blues, he says. But through persistent
educarion effors and word-of mouth suppon, cran beer dninkens
soon discovered thar high-aquadity brews and canmed beer aren’
mutually exclasive.

Inschewd, im thee past year or vwo, numerous craft brewers have
itaken to canning. Kagechis says the entry of other craft brewers
“legitimizes the package.” Bryant adds chat the move has
hu,-l|w,-\._1 prove thai “a 'ls:-:-r.lc':-c of craft canmved beer can sell for
£9.99." Due o Oslear Blues' emphasis on cans, the comipany's
sales split is 77-percent off-premise to 2 -percent on-premise,
Firyanc zays.

Katechis, a native of Alabama, grew up in the restaurmnt
business. An avid mountain biker and ourdoorsman, he
moved o the Boulder/Lyons, Colorado, area, in the focthills
of Bocky Mountain Marional Park, in 1992, and fve years
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(Frosd LEFT) Katechds sad his leadershdp temm—
comparry presidend John Brmomt and marketing
chirpctoe Chusl Melis—are porweers in the mesemerd
to com cvaft beeri, Aaaloble n 25 states, the
bresvers’s Diale's Pale Ale label fabove] is its
fagship product and its best-selling offering-

later opened Oskar Blues Grill & Brew, a
restaurant thae specializes in southern
'I':..'\.-L'r1|:;|t|11,' l-||-|.ﬂ Ihl_- 1]|,|1_-\ T‘-\.‘\.r TR I..-lrl:'I:.
Katechis added a senall brew r"lll'\- SYFLETL G
thie eacery, amd Dale’s Pale Ale, Oskar Blues
flagship label, was born. “Early om, bt wasn't
a greal beer, but we refined it over the years,”
|'||_I \.n'\_;hﬂm;.: lh.l.l I S .an.". -n"||l|'\-."\.| il ..'.Il!
follcrwriing

I 2002, the company was approsd hed by
Cask Brewing Systems about inscalling an
affcrdable canning line designed specifically
for craft Prewers. Since then, Oskar Blues
hasn't looked back. The company soon outgrew its original
Lyons facilicy, and in 2008, a larger production facility in
Lowngmona was added, complete with the Tasey Wease| Taprocm,
a restmrant that offers Oskar Blues brews on draft and in
;.:r.'\-wlrrn. The u'\-lnpdrn"x Lyons site remained a '|"'I'h-"-i[".l|."
And in 2009, Oskar Blues opened Home Made Liguids &
Sollicls, o beer bar and restourant that serves southem-inspined
barbecue and is bocaved just one block from the Longmont
brewing facility

In sddition po Dale's Pale Ale and Gubna Imperial 1PA,
Olebnr Bhaes come Labels ||h|l.h!i.'|.l!’L||‘.1'l'.II"':":l. otch Ale, Gordon
Ale. Mama’s Litcle Yella Pils and Ten Fidy |n'.rh.'-r|.|.| Stout.
Six-packs of | 2-ounce cams of Diale’s Pabe Ade, Old Chub amd
Sama’s are penerally priced between $8.99 and $9.99 ar retail,
while the other brews, which have higher alcobod -by-volsme
contents, are priced ot approximately $12 1o 315 for a four-
pack of cans

“We provide some of the best profic per SKL sold for a
distributor of tetail accouant,” Bryans l.':lir:ﬂlill'\-. chee ro branads
like Gubna (315 a -|'.||;-|--i-.u;L_'I. which has 100 Intermnational
Bittermess Units and 10.5-percent alcohol-by-volume. The
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advaniage for reiailers whao carry & Sknr Blues brands, he adds,
is that they can be stacked in the cooler, unlike botles, so
merchanes can offer moee variety and have more sheli-holding
power. “That retailer can sl more beer and make more money
per aquare foat,” Bryant says.

Baryant concedes that Oskar Blues beers aren’s widely avail-
able in chain storcs—and thar’s intentlonal, = We're making
sure every Independent liquor store, grocery stone, bar or pub
Peansnes alear |'||ur'-." |_-;-;|1|;||-|:.-. Hnr'.'.m:, ] l"ﬂ.'r-lndl.h-ir,.' vebenmn
whe joined Ohilkar Bloes last year. “If sales continus o grow,
we'll have o better story o take 1o the chains.” He says the
company i focused on building the higher end of the craft
segmecnt. | he company's distributor network 8 a hybeid of
MillerCooes, Anhewser-Busch InBev, and independent beer,
wine and spirits distribubors.

Katechis adds that beer retailers have been integral in building
the Ohkoar Blues brand and deserve much of the credie for i
sucoess. |n the early years, he says, they provided “direct feed-
bsck. They helped build our conbidence early on.”

Grass-Roots Support

Like most craft brewers, Oskar Blues docsn't spend a kot of
modwey on advertising. “Right now, the priosity is investing in
irifrastructuse and q.||.u||.I1..' 31::'1'4:'." :trﬂ:nm muarket g dlirector
Chad Melis. Limited print advertising in consumer beer
magazines an the satirical newspaper The Onion began this
year, and retaiber peoes inclsdes shelf mlkers outing the benefin
of cans. The current theme of the company's sdvertising is
“Evolve,” Melis sy, *ln the pass eight years, we've grown so
maich,” he explaing. “Croft beer ina can is the next step in the
evolution of beer.” The Internet and social media, meanwhile,
play a big part in Oskar Blues” marketing campaign. "The
Ingemiet b a cheap and acoesible mediom,” he says. And social
webdites like Facebook help the company interact with its
consumers and promote special events, like tappings of new
beers at its venes.

The grassroots approach employed by Oskar Blues to educare
comnsumers and market ies brands has served the company well.
In Oskar Blues" early years, Batechis sought out potential
corsumers at biking events. And even today, sales scaff work
to educate remmibers and consumerns aboir the benefin of cans
fior craft brews.

The craft beer industry generally goes to market one beer
at & time, notes Katechiv “Craft brewers are in this busines
fior the right ressons. [t not sbouwt curthroar games, creating
:I'I:I.IE:LTHJ MATRIE. "I'I-t 2O Insce r|'|:-: I‘l||.1.1|'||,-l|.1. hl_'l_’;luu: Ll
praksELale bt '-l.ll"ul:lhmu Yomi can't weach jatitiiig B The
consumer soes that and enjoys it”

Because of the camaraderie among craft brewers, Katechis
says he's unconcerned about competition from octher craft
brewers who are now canning their brews, such as Mew
B lgham Brewing Co. and Wiynkoop Brewing Co. “l see them
ol a8 COmperiton, bt colleagues,” he savs. "Crult brewers
are a brotherhood ™ Katechis expects that brotherhood 1o geow
even stronger, projecting thar the craft beer caregory will
COnTinae 1o post SIFong Eains for vears o come. He says craft
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The Taney Weanel Taproom im Longmont, Colomade, is anached io
Cskor Flhues" msin prodiecolon faclliey and provides brewsry tourn 1o
puests, The restmaremi powrs sovwmn beers on g anad affers provelirs,

Beer showald soon grow from its current market share of abouwt
4 percent of total beer toas much as 10 percent. *And it showld
continue expanding from there,” he adds.

For now the Colorado brewer has no plans 1o expand distri-
buithon, despite ¢lamoring consumer and retailer demand. “In
2011, we're focusing on getting the beer to market—producing
encuagh for our distribution foocprin,” Katechis says. “We won't be
introchacing sny new packepes. Insread, we'll woek on enhancing
ouir pelathonships with our distributor.” Rather chan adding
markets, he continues, “We're digging deeper into the locationa
we're in already.”

Biryant notes that while the company’s recent growth has
been exciting, Oidear Blues' poal is “not 1o be che bigees craft
brewer in the Unived Seanes.” Katechis says he doubis the
company will bottle s beer. “Cans are our soul. [t the best
way to deliver fresh beer to the markes.™ he mainmins, “Oskar
Blues' vision is 1o continue to brew three- and fous-dimensional
beers and to have fan dodng in, while also holding on to the soul
and passbon that this company wis founded on®

Terd Allan & a conribmcing edicor of MARKET WATCH,



