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Abstract

This article examines the evolution of brewing during the financial crisis on the basis of four countries, Cyprus, Greece, Ireland and Portugal. These
countries asked for financial assistance and imposed restructuring programs that exacerbated the financial crisis. The examined period is extended
from 2008 to 2017 and it is a period during which the adjustment programs were applied to these countries. The purpose of this article is to see if
during the crisis an industry can have growth prospects. This search is based on the fact that during the crisis some countries or sectors or products
can perform better than the whole. The examination was based on a comparative analysis between the four countries but also with the European
Union countries considered as a whole. The paper focused on the comparative evolution regarding production, consumption, number of breweries and
microbreweries and direct employment. The results showed that brewery production in the four countries was affected by the country’s GDP growth.
However it increased particularly in the second half of the period considered. This evolution was positively affected by the growth of tourism,
especially in Greece and Portugal. The creation of breweries by small producers, especially in the second half of the period, is characteristic of the

brewery's growth. New microbreweries have helped to create new jobs in countries with higher unemployment than the EU as a whole.
KEY WORDS: Brewer industry; microbrewery; crisis; Cyprus; Greece; Ireland; European Union; Portugal.

Introduction

The crisis had several aspects such as financial,
economic, productive and national. The crisis
consequences have been different on national
economies and productive sectors. Some countries
suffered more from the crisis; an example is four
European countries, Cyprus, Greece, Ireland and
Portugal. Some sectors suffered from the important
depression such as the case of construction in several
countries and European regions. Other sectors had
significantly better results such as the case of tourism
in tourist regions and agriculture activities, (see for
example the Greek case on tourism, Karafolas, 2018
and agriculture, Karafolas and Alexandrakis, 2015).
The Economic crisis contributed to the professional
transition either by migration abroad or internal
migration. In the latter case, migration from large
urban centers to the countryside is often associated
with employment in agriculture and agro-tourism
activities. One of these cases is the mid-2010 boom in
microbrewery and the creation of microbreweries. The

brewery industry and in particular microbrewery could
be a pole for local development based on local
production.

This article examines the development of the
brewery industry in the period of the financial crisis.
The investigation focuses especially in the four
countries that asked for financial assistance from the
European Bank, the European Commission and the
International Monetary Fund (IMF) and applied
adjustment programs agreed with their lenders. In 2010
and 2012 Greece received financial assistances,
(European Commission 2018a); in 2011 Portugal asked
for  financial assistance, (European Commission
2018b), followed one year later, 2013, by two other
countries, Cyprus, (European Commission 2018c), and
Ireland, (European Commission 2018d). The
economies of these countries had to face the global
financial crisis but also their specific problems. We
may note for example the public debt and public deficit
in the case of Greece, (Karafolas, 2018) and in
Portugal, (IMF, 2012); the involvement of Irish banks
to enormous speculative exposures related to house

Vadyba / Journal of Management, Vol. 36, No. 1 2020, 53-60.



Simeon Karafolas, Konstantinos Tsioras, Maria Papadopoulou, Antonia Farmouzi

loans, (Clarke and Hardiman, 2012); the consequence
of Greek crisis to the Cypriot economy because of the
involvement of Greek banks to Cypriot economy,
(Karafolas, 2019), and Cypriot banks to the Greek
economy.

The international financial assistance was followed
in every one of these countries by stability measures
that caused a major recession in the economy that
resulted in the decline of the gross domestic product
and the growth of unemployment, two of the main
economic indicators examined in this investigation.

The paper focuses on a comparative examination of
the brewery industry in order to investigate a sector
that could present growth possibilities and perspectives
during a period of economic decline. Furthermore, the
microbrewery effect presents a particular interest due
to its development in the decade of 2010. Thus, this
investigation presents a scientific interest because, to
our knowledge, this work is the first to present a
comparative analysis of brewer industry during crisis
and in particular between countries whose economy
received financial assistance.

Brewery and in particular microbrewery has been
the subject of studies examining the development of
the local economy through rural and agro-tourism in
general (see Everett, S. and C. Aitchison, 2008; Fox,
2014; Jakob, 2013) and the job prospects and
entrepreneurship, (see Banks, 2010, Thurnell-Read,
2014). Other studies focused on country’s case such as
United Kingdom (Danson et al., 2015) and Quebec,
(Blanchette, 2016).

After the introduction, section 2 presents the
methodology and data followed by the results in
section 3 and finally the conclusions.

Methodology and data

The examination isbased on a number of
parameters that are production, consumption, number
of active breweries and in particular breweries, as well
as direct to the brewery industry employment. Between
the examined countries, two of them have a similar
population of 10 million, Greece and Portugal, while
Ireland has half, 5 million; Cyprus is one of the less
populated European Union (EU) countries of about 0, 9
million habitants. Consumer population however may
grow considerably in several periods because of the
tourism movement on long holidays or short-day
tourism. Within these countries the beer consumption
is not the same and it is due to the consumption habit.
Consumption per capital is lower in Mediterranean
countries compared to the EU-28 average; on the
contrary it is higher in the case of Ireland, table 1.

Table 1. Beer consumption per capita, average of
period 2008/2017, (in liters)

Country Consumption
Ireland 84
Cyprus 53

54

Portugal 51
Greece 36
EU-28 72

Source: The Brewers of Europe, 2018, and 2014
(author’s calculations)

The examined period is from 2008 to 2017. It
begins at the global financial crisis and it includes the
core of the financial and economic crisis of countries
that asked for financial assistance and adopted austerity
programs. For some of them and for most of the rest of
EU-28 countries this period includes the post crisis
period.

Through the evolution of the mentioned parameters
between the examined countries and compared to the
EU-28 countries the paper poses some questions. Are
there similar or different characteristics in this
evolution and what are they? During this period are
there parameters that differentiate the countries? In
order to have comparative data the main statistical
source is provided by the Brewers of Europe. In some
cases sources providing data on a specific country are
used as well.

Results
The evolution of production

Considerable differences are observed regarding
countries’ production of beer through the example of
EU countries of medium population, between 4 and 11
million, on the basis of the average production during
the period 2008/2017, table 2. Ireland and Portugal
approach the average of 13 countries that is 7, 6 million
hl, (hectoliter=100 liters). On the contrary Greek
production is limited to 3, 9 million hl, which is one of
the lowest productions in this period.

During the examined period, 2008/2017, the
average of beer production presents a negative sign for
all four countries and the total of EU-28 countries,
table 3. The negative sign is not the same during all the
years of the period. It is negative in the beginning of
the financial crisis for all examined cases. In particular
for the four examined countries, it is negative during
the periods that followed the agreement of financial
assistance, table 3. The comparison of beer’s
production and this of gross domestic product, (GDP),
table 4, shows differences in the evolution of the two
aggregates.

Table 2. Beer production of EU countries with medium
population *, average of period 2008/2017, (in 1.000 hl

=)

Country Production
Czech Republic 19.153
Belgium 18.864
Austria 8.978
Ireland 8.060
Average of 13 countries 7.627
Portugal 7.518
Hungary 6.316
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Denmark 6.203 Cyprus** * 346
Bulgaria 4.996 Source: as table 1
Sweden 4.631 * Population between 4 and 11 million habitants.

x ot o S
Finland 4136 “?;}SHectollter is a metric unit of volume equal to 100
Greece 3.896 ##% Cyprus is included for the paper’s comparison
Croatia 3.531 purpose

Slovakia 2.875

Table 3. Annual evolution of beer production, (in %)

Country 2000 2010 2011 2012 2013 2014 2015 2016 2017 ‘Average
2017/08
Cyprus -10,1 -4,5 -7,6 4.8 -2,1 -1,2 7,2 7,0 4,9 -0,2
Greece -7,2 -5,7 -6,1 1,2 0,1 -1,3 3,2 0,2 -0,7 -1,8
Ireland -9,1 2,6 3,2 -3,7 -2,3 -9,0 6,4 -1,0 4,4 -0,9
Portugal -4,6 6,1 -0,2 -3,8 -8,3 -05 -11,3 0,1 8,0 -1,6
Total EU 28 -3,8 -1,5 1,4 -0,6 -0,8 0,2 1,6 0,6 0,2 -0,3
Source: As table 1
Note: compared to previous year
Table 4. Annual evolution of gross domestic product, (in %)
Average
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2008/17
Cyprus 36 -20 13 04 -29 -58 -13 2,0 4,8 4,5 0,5
Greece -03 43 55 91 -73 -32 07 -04 -0,2 15 -2,8
Ireland 45 51 1,8 0,3 0,2 1,4 86 252 3,7 8,1 4,0
Portugal 02 -30 19 -18 40 -11 0,9 18 1,9 2,8 0,0
EU-28 05 -43 2,1 1,7 -04 0,3 1,8 2,3 2,0 2,5 0,8
Source: The World Bank, 2019 (author’s calculations)
Note: compared to previous year
In the case of EU-28 an almost similar evolution is
observed even if the GDP has a higher growth during Table 5. Number of arrivals in tourist accommodation,
all the examined years. An analogous evolution is (in millions)
presented for the Irish case for which GDP has a higher
growth compared to beer production, tables 3 and 4. Cyprus  Greece Ireland Portugal
For the other countries differences on the evolution of 2006 2,3 14,0 8,0 13,1
tc):oth _agt;gregatesiharebmore ogvi(:_us. Ifn I}he Greerlf_ arL]nd 2007 23 16,0 8.3 14,0
ypriot cases the beer production follows a higher 5 5 1 144
growth compared to the GDP in the second half of the 2883 2’§ 288 ?g 14’1
examined period, which is during the period of the ' ' ' '
application of the adjustment programs, tables 3 and 4. 2010 24 20,6 71 14,5
This could predict development potentialities of beer 2011 25 211 7,6 14,9
production in both cases. Higher fluctuations of beer 2012 2,5 18,2 7,6 14,6
production compared to this of GDP are observed in 2013 2,4 20,1 8,3 15,9
the Portuguese case. By the end of the period, the 2014 2.4 21,8 8,8 17,9
growth on beer production replaced a period of long 2015 23 24.1 95 19,8
decline; we note that GDP’s growth had begun two 2016 27 250 10.1 219
years earlier, tables 3 and 4. ' ' ' '
The tourism effect is not negligible at all, especially 2017 3,0 261 nfa 24,6
in this period. Especially in the Greece and Portuguese 2018 312 28,7 nia 25,9
and less for Ireland an important growth on arrivals Source: &/ Statista, 2019: cases of Cyprus, Greece and
appears the time period 2013-2018, table 5. Portugal, b/ CEIC, 2019: case of Ireland, (author’s

calculations)
n/a.: Not available
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The comparative analysis shows important margins
for growth in all cases. Two parameters that can help to
better understand potentialities of production are the
evolution of consumption and the number of breweries
created.

Does production volume cover the countries
demand for consumption?

Table 6 presents the production volume compared
to consumption for every one of the examined cases.
One has to note that while production volume refers to
the domestic one, the demand for consumption may
covered partly by imports. Production volume is higher
to consumption for

EU-28 countries and it is much higher in the case of
Ireland and Portugal, table 6. On the contrary
production volume is significantly lower to
consumption demand in the case of Cyprus. In the
Greek case production almost covers the demand for
consumption. In both, Greek and Cypriot cases a
significant part of consumption demand is covered by
local production the last years of the examined period,
table 6.

This evolution shows the potentialities of beer
production in both countries.
One question rises through this evolution; is this
evolution related to a growth of production units or
even new companies?

Table 6. Percentage of beer production volume to beer consumption volume, (in %)

Country 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Cyprus 90 74 66 69 70 67 75 75 78 74
Greece 98 96 96 90 95 96 96 100 99 100
Ireland 170 166 171 180 175 185 163 176 168 179
Portugal 132 128 141 156 162 148 153 136 132 133
Total EU-28 108 108 109 109 109 110 110 110 110 111

Source: As table 1 (author’s calculations)

The evolution of breweries

The number of active breweries grew considerably
during the examined period for the EU-28 countries,

table 7; it grew in the second half of the period on a
much higher level for the three examined countries,
Greece, Ireland and especially Portugal, table 7.

Table 7. Number of active breweries

Average
Country 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 growth

2008/17
Cyprus 2 2 2 2 2 2 4 4 3 3 8,3%
Greece 11 11 11 17 18 20 20 28 43 43 18,3%
Ireland 26 26 26 26 26 30 50 64 93 102 18,3%
Portugal 7 7 7 7 9 18 35 64 94 120 42,3%
Total EU-28  3.454 3.714 3988 4393 5081 5770 6528 7.410 8501 8.350 10,4%

Source: As table 1 (author’s calculations)

This evolution was influenced by the creation of
microbreweries, table 8. While at the beginning of the
examined period for Greece and Portugal no
microbrewery is mentioned, since 2011 their number
multiplied. In Portugal, the number of microbreweries
grew from 0 in 2010 to 115 in 2017 and in Greece from
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7 in 2011 to 30 in 2017, table 8. An analogous
phenomenon is observed in Ireland that had already a
significant number of microbreweries. The creation and
development of microbreweries contributed to the
observed growth of beer production during the last
years of the examined period.
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Table 8. Number of microbreweries

Average
Country 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 growth

2011/17
Cyprus n/a n/a n/a 0 0 2 2 1 1 -5,6%
Greece n/a n/a n/a 7 8 9 10 15 25 30 19,4%
Ireland 15 17 20 24 29 40 60 76 99 105 19,1%
Portugal 0 0 0 1 3 12 30 60 89 115 91,9%
Total EU-28 1755 2123 2407 2670 3.094 3.616 4.626 5225 6.433 6.998 11,7%

Source: As table 1 and Shawn Day, 2018 (author’s calculations)
n/a: Not available

During the growth of microbreweries the growth
of investments is observed for the four countries. After
a long period of decline, in 2104, investments growth
begun for Ireland and Portugal; it followed in the next
years for Cyprus and Greece, table 9. The growth of
investments in the case of microbreweries was financed
through several forms. Beyond the traditional ways of
financing investment, self-financed and banking
financing, other forms related to public financing or
non-banking financing tools are used. Funds from
European Union and national programs are one of
these tools. The European Regional Development Fund

financed projects related to small beer craft as in the
case of the UK, (Beach, 2019). European and national
programs lunched through specific programs as the
Rural Development Program and the Community Led
Local development/LEADER (Liaison Entre Actions
de Développement de 1' Economie Rurale —Links
between actions for the development of the rural
economy) that are interested on the rural activities,
(National Rural network, 2018). An interesting case
presents the financing through crowd funding; Mac an
Bhaird et all. (2019) examined the financing of Irish
craft brewers through the crowd funding platforms.

Table 9. Annual evolution of gross fixed capital formation (investments), (in %)

2009 2010 2011 2012 2013 2014 2015 2016 2017
Cyprus -153 -04 -135 -20,1 -157 -118 06 489 261
Greece -14,3 -196 -204 -236 -90 -61 -06 3,9 9,2
Ireland  -229 -180 -36 21,1 -29 206 573 531 -37
Portugal -91 -06 -122 -179 -56 3,4 7,2 3,6 13,8

Source: Eurostat, 2019, (author’s calculations)

Consequences on the employment

Has the growth of breweries influenced the
employment in this industry? The creation of new
companies produces new jobs. The question that is
raised is on the consequences overall in the brewery
industry. Before we answer the question two
parameters have to be mentioned; a/The brewery
industry is mostly capital intense and consequently

creates less jobs compared to labor-intensive industry;
b/Any employment effect of this industry must be
compared to the unemployment of the economy for
every examined case. The table 10 presents the annual
unemployment rate in the five examined cases the
same period.

Table 10. Annual Unemployment rate, (in %)

Cyprus Greece Ireland Portugal EU-28
2008 3,7 7,8 6,8 8,8 6,4
2009 54 9,6 12,6 10,7 9,0
2010 6,3 12,7 14,6 12,0 10,2
2011 7,9 17,9 15,4 12,9 10,1
2012 11,9 24,5 15,5 15,8 10,8
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2013 15,9 27,5
2014 16,1 26,5
2015 15,0 24,9
2016 13,0 23,6
2017 111 21,5
2018 8,4 19,3

13,8 16,4 11,2
11,9 14,1 10,5
10,0 12,6 9,6
8,4 11,2 8,7
6,7 9,0 7,6
5,8 7,0 6,6

Source: Eurostat, 2019a, (author’s calculations)

The unemployment rate of the four examined
countries is higher, even double in some cases,
compared to the average of EU-28. In the four
countries unemployment grew considerably in the
periods following the adjustments programs. Only by
the end of the examined period notable decline of
unemployment is observed; although it remains higher
than the average of EU-28, except Ireland on 2008-
2017, table 10.

Table 11 presents the number of employees
working directly in breweries; the data does not include
related sectors such as agriculture offering the raw

material for brewing. The total of EU-28 direct
employment declined by 1, 1% over the examined
period, mainly in the first half of the period that is
during and just after the global financial crisis, table
11. For two countries, Cyprus and Ireland, a notable
decline of direct employment is observed, especially at
the end of the period. In two other countries, Greece
and Portugal, the microbrewery effect permitted the
growth of direct employment. In the Greek case this
effect has an additional importance because of the high
unemployment rate in the country, table 10.

Table 11. Direct employment to brewery industry on 2008-2017 (rounded to units 100) and average growth of the
period (in %)

Average

Country 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 evolution
2017/08 *

Cyprus 0,8 0,8 0,8 0,7 0,6 0,6 0,6 0,6 0,6 0,6 -3,0%
Greece 1,8 19 19 1,9 1,9 1,9 1,9 2 2 2 1,2%
Ireland 1,8 19 19 1,6 1,5 2 2 1,7 14 11 -4,1%
Portugal 1,5 1,5 1,5 1,5 1,4 1,5 2,1 19 2,1 n/a 5,2%
Total EU- 28 138 131 129 128 125 124 126 122 122 125 -1,1%

Source: as Table 1 (author’s calculations)
* For Portugal the average is the period of 2016/08
n/a: Not available

Conclusions

This paper examines the brewery industry during
the crisis period and in particular in four countries that
faced the consequences of adjustment programs
following the financial assistance, Cyprus, Greece,
Ireland and Portugal. The question was if in these
specific countries economic consequences could lead to
the search for new investment opportunities. The
examination was based on some parameters that were
the evolution of brewery production and consumption
on the one hand and on the other hand the evolution of
the number of breweries and the consequences in
employment. A comparative analysis between four
countries and the total of EU-28 countries could help to
better understand the examined issues. Further,
evolution of production and employment would be
better understood when compared to the GDP growth
and unemployment. A main conclusion on the beer
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production is that it is influenced by the evolution of
GDP and it presents a strong growth in the four
examined countries by the end of the examined period,
since 2015 for the three and 2014 for Portugal; the
same period investments increased significantly. The
growth in this specific period is much higher compared
to the total of EU-28 countries. For Greece and
Portugal the parameter of tourism seems to have a
positive effect especially after 2014. The growth of
beer production permitted in the Greek case to cover
the consumption by its national production as in the
case of Ireland and Portugal. The second half of the
examined period the huge growth of microbreweries is
observed, especially for Portugal, Ireland and Greece.
This growth offered new jobs. The employment effect
is very important to the examined countries that had
unemployment rates much higher compared to the EU-
28 average in the examined period.

The paper shows overall an interest of producers to
the small brewery industry. A policy favoring this
interest should have positive effects by growing the
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employment. Policies of facilitating the financing of
small craft industries should have positive results.
Creation of clusters between these craft industries
could facilitate the entry on the national market as well.
The creation of a kind of “Beer Roads” should
facilitate the access and knowledge to microbreweries.
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