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ENSURING COMPETITION REMAINS ON TAP: 
THE AB INBEV/SABMILLER MERGER 
AND THE STATE OF COMPETITION 

IN THE BEER INDUSTRY 

TUESDAY, DECEMBER 8, 2015 

UNITED STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST, COMPETITION POLICY, 

AND CONSUMER RIGHTS, 
COMMITTEE ON THE JUDICIARY, 

Washington, DC. 
The Subcommittee met, pursuant to notice, at 10:01 a.m., in 

Room 226, Dirksen Senate Office Building, Hon. Michael S. Lee, 
Chairman of the Subcommittee, presiding. 

Present: Senators Lee [presiding], Perdue, Tillis, Grassley, Klo-
buchar, Coons, Franken, and Blumenthal. 

Also present: Senator Patrick J. Leahy. 

OPENING STATEMENT OF HON. MICHAEL S. LEE, 
A U.S. SENATOR FROM THE STATE OF UTAH 

Chairman LEE. Welcome to this hearing of the Subcommittee on 
Antitrust, Competition Policy, and Consumer Rights. The title that 
we have chosen for this hearing is ‘‘Ensuring Competition Remains 
on Tap: The AB InBev/SABMiller Merger and the State of Competi-
tion in the Beer Industry.’’ 

Before we start, I would like to thank Ranking Member Klo-
buchar and thank her staff for their attention to this issue and 
their assistance in preparing for today’s hearing. I would also like 
to thank the Chairman of the Full Committee, Senator Grassley, 
for supporting this hearing. 

A few housekeeping matters before we begin. After, Senator Klo-
buchar and Senator Leahy give some opening remarks about this 
hearing, we will hear from our panel of witnesses who I and Sen-
ator Grassley will introduce shortly, and then we’ll have a 5- 
minute—a series of 5-minute question rounds. 

The subject of today’s hearing is the proposed acquisition of 
SABMiller by Anheuser-Busch InBev, the second largest and larg-
est beer producers in the world, respectively. AB InBev announced 
the acquisition for approximately $105 billion on November 11th. 
Concurrent with that transaction, the parties announced a plan to 
divest SABMiller’s stake in MillerCoors to joint venture partner 
Molson Coors Brewing Company. That stake represents the en-
tirety of SABMiller’s U.S. presence. 



2 

As a result, the parties expect their merger to have little, if any, 
impact on the American beer market. If true, this will obviate the 
vast majority of the concerns that would otherwise accompany a 
merger of this size. 

Other market participants, however, have voiced concerns about 
AB InBev’s influence on distribution channels and the market ac-
cess of small craft brewers, alleging that AB InBev is seeking 
greater vertical integration and attempting to exclude craft brewers 
from the market. 

As we examine these central questions today and look at the 
overall state of competition in the beer industry, we must focus 
that review on how the current competitive dynamics will be im-
pacted by the deal at hand. This analysis must consider both com-
ponents of the transaction—the acquisition as well as the divesti-
ture of SABMiller’s entire U.S. business. Moreover, we will do well 
to remember that antitrust analysis is extremely fact-intensive and 
not driven by mere speculation or suggestion. 

While legitimate antitrust concerns may exist with respect to AB 
InBev’s relationship with distributors, this hearing is first and fore-
most about its acquisition of SABMiller. Under the Clayton Act, 
the relevant inquiry is whether the effects of the deal, quote, ‘‘may 
be substantially to lessen competition or to tend to create a monop-
oly,’’ close quote, not whether conditions might be attached to the 
merger’s approval to restructure the market to the liking of the 
Government or private plaintiffs. 

When, as is the case here, the acquiring party intends to divest 
the entirety of the acquired company’s U.S. business, the trans-
action’s effects on competition in American markets are likely to be 
negligible. The American beer market is a more than $100 billion 
business and delivers a product that in both its national brand and 
regional craft brew forms holds a special place in American culture 
and hospitality. Today’s hearing will provide a much needed oppor-
tunity to assess competition in the industry as it relates to this 
particularly historic deal. I look forward to hearing from our es-
teemed witnesses and the productive discussion that their testi-
mony will no doubt inspire today. 

So, Senator Klobuchar will now deliver her opening statement, 
and then I will swear in and introduce our witnesses after we hear 
from Senator Leahy following Senator Klobuchar. 

OPENING STATEMENT OF HON. AMY KLOBUCHAR, 
A U.S. SENATOR FROM THE STATE OF MINNESOTA 

Senator KLOBUCHAR. Thank you very much, Mr. Chairman. 
Thank you. We have worked on this hearing together, as we have 
on all hearings, and I appreciate the partnership we have in taking 
on these important antitrust matters. I also want to thank each of 
the witnesses who have come today to testify. 

I do not come to this hearing with a conclusion, but I do have 
a goal, and that is to protect and foster competition. From one per-
spective, there has been consistent consolidation in the beer indus-
try. Over the last decade, Anheuser-Busch, Miller, and Coors all 
have been involved in major acquisitions. Today Anheuser-Busch 
InBev-ABI—owners of what was Anheuser-Busch, and SABMiller 
account for 70 percent of beer sales in the United States. Within 
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the remaining 30 percent, a different phenomenon is occurring. 
Across the country, craft brewers have brought new competition to 
the United States beer market. In 1978, there were fewer than 50 
brewers in the United States. By one recent count, there are cur-
rently over 4,100 craft brewers, and their sales have grown from 
1 percent of the beer market to 11 percent in the last 20 years. 

In Minnesota, we now have more than 70 breweries, more than 
the entire country had back in 1978 when I graduated from high 
school. It was not legal for me to drink beer back then. 

Chairman LEE. You were not interested in beer at that point? 
Senator KLOBUCHAR. Yes, I just thought it was a good year. 
Senator LEAHY. Did you drink it? 
Senator KLOBUCHAR. We will not—let’s just say you could go to 

Wisconsin. Our beers—— 
[Laughter.] 
Senator KLOBUCHAR. Our beers stretch from Schell’s Goosetown 

to Finnegans Dead Irish Poet to Surly’s Abrasive Ale and every-
thing in between. I will say, that Mr. Chairman, that this was the 
first official Senate tour I took that was one of our breweries that 
my husband actually asked to accompany me on. 

Craft brewers have succeeded, in part, because of the three-tier 
distribution system. Brewers brew the beer, wholesalers distribute 
it, and retailers sell it. Most beer wholesalers are independent but 
rely primarily on either ABI products or SABMiller products. Be-
cause of their independence, wholesalers also distribute a variety 
of smaller independent brands. As a result, today’s beer aisle in 
any retail outlet is a cornucopia of choice. 

Within this context, ABI, the largest brewer in the world, seeks 
to acquire SABMiller, the second largest brewer in the world. The 
size of the transaction is not only cause for concern; the Depart-
ment of Justice, is—in investigating ABI’s previous acquisition of 
Modelo Group, found that larger brewers engage in significant, 
quote, in ‘‘significant levels of coordination, and that coordination 
has reduced competition and increased prices.’’ 

If ABI were simply acquiring SABMiller, the transaction would 
almost certainly be illegal. The merging parties themselves recog-
nize that fact and have offered to divest SABMiller’s stake in the 
MillerCoors joint venture to Molson Coors. That is why we have 
asked Molson Coors to testify to understand how it intends to com-
pete in the United States market. I appreciate that ABI and 
SABMiller have affirmatively offered a solution at the beginning of 
the process. 

The question today, then, is whether the proposed divestiture re-
solves all competition problems. Because the market is highly con-
centrated, the divestiture needs to be nearly perfect. If despite the 
divestiture ABI’s market share were to increase even a small 
amount, the acquisition would likely be presumptively anticompeti-
tive under the Department of Justice and Federal Trade Commis-
sion’s horizontal merger guidelines. 

For the divestiture to be a successful remedy, MillerCoors needs 
to be as independent from ABI after the merger as it is today. We 
also need to make sure that nothing in this merger alters either 
the incentives or the ability for large brewers to foreclose retail ac-
cess from craft brewers. Unless craft brewers have access to whole-
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salers, they will wither on the vine. That’s kind of an wine analogy, 
but it is a good one. Wholesalers make decisions every day on what 
brands and how much of each brand to put on their trucks. I want 
to ensure that consumer choice and not producer power drives 
those decisions. 

Mr. Chairman, the beer industry is moving in a good direction. 
Small, innovative companies are transforming the marketplace 
from Vermont to Minnesota. Although the craft segment may be 
beyond its infancy, it is far from mature. We need to ensure this 
merger does not stunt competition, and that depends on the quality 
of the divestiture. Thank you, Mr. Chairman. 

Chairman LEE. Thank you. Senator Leahy. 

OPENING STATEMENT OF HON. PATRICK J. LEAHY, 
A U.S. SENATOR FROM THE STATE OF VERMONT 

Senator LEAHY. Thank you, Mr. Chairman. I want to thank you 
and Senator Klobuchar for having this hearing. I could legally 
drink beer in 1978. I am considerably older than my colleague from 
Minnesota. But I would say that this hearing on the proposed 
merger of AB InBev and SABMiller is important, as we have point-
ed out, not only to American consumers, but to craft brewers and 
independent distributors—not just to brewers but to independent 
distributors across the country. 

Now, Vermont was one of the earliest incubators of craft brew-
ing. We have 40 breweries now. We are a State of only 600,000 
people, but we have 40 breweries. Some of them are award-winning 
beers, world award-winning beers, and people travel from all over 
the country to visit them. And, of course, they made—they have 
improved our economy, but I like the fact that it is just one more 
thing making Vermont a destination State. Now, we want to make 
sure that these craft brewers and also the brewers of tomorrow in 
any State can competent and that consumers will have the choice. 

The proposed merger we consider today would join the two giants 
of the beer industry. They are 70 percent of the U.S. market. Sev-
enty percent. The parties have announced that AB InBev will di-
vest ownership of SAB’s stake in MillerCoors, selling it to Molson. 
I welcome that effort; it will address some of the concerns we have. 
But, I think, when you still look at the size of what is left, we have 
to take a look at this transaction. I want to know how it is going 
to operate in practice. Will the merger have other consequences for 
the beer market, including given the—given the practice of big 
brewers buying up small craft breweries? But we also have to con-
sider the competition in the market for the hops, the barley, the 
glass, and the aluminum. Now, these may sound like prosaic 
things, but you are not going to be able to compete if you can’t buy 
hops, barley, glass, and aluminum because the giants have cor-
nered the market. 

I want to hear about concerns in distribution. I want to hear es-
pecially the concerns we have that the large brewers’ power over 
distribution is shutting out competitors and undermining consumer 
choice. I met with a number of the independent brewers in 
Vermont here recently, and they pointed out that they can only sell 
their products if a customer can find it. And if they are being 
squeezed off the shelf because of restrictive behavior by the domi-
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nant companies, well, that harms competition and limits con-
sumers’ options. So, we have a whole lot of things in here—the 
basic material of the beers, the distribution of it. 

Of course, one way for large brewers to influence distribution is 
that they buy up the distributors. AB InBev has indicated that, fol-
lowing this merger, it will not increase its ownership of distributors 
above its current level of 10 percent. Mr. Brito, I will ask you dur-
ing your testimony to make a formal commitment to that. And 
Molson has indicated that, after it gains 100 percent ownership of 
MillerCoors, it will not increase its ownership of distributors, nor 
change its current practice of giving distributors leeway to show-
case competitors’ brands. Mr. Hunter, I hope you’ll make a formal 
commitment to that today. It will certainly influence how I’ll feel 
about this merger. 

So, the pathway from brewer to buyer is critical if small compa-
nies are going to compete. State laws regulating distribution vary 
dramatically, and many small brewers feel constrained by the cur-
rent state of distribution. I hope that is going to remain a subject 
of close review. 

But, anyway, as a Vermonter, as one who is so proud of these 
craft brewers in my State—and I see what their creativity does— 
I want to make sure they have a level playing field. If they make 
a bad product, it does not sell. If they make a good product, it 
should sell. But I do not want them closed out because they cannot 
distribute or they cannot get the basic parts that they need. So, 
thank you, Mr. Chairman. 

Chairman LEE. Thank you, Senator Leahy. 
I will now ask the witnesses to stand and be sworn. Do you af-

firm that the testimony that you are about to give before the Com-
mittee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. BRITO. I do. 
Mr. PEASE. I do. 
Mr. PURSER. I do. 
Mr. WILSON. I do. 
Ms. MOSS. I do. 
Mr. HUNTER. I do. 
[Witnesses are sworn in.] 
Chairman LEE. Thank you. Okay. We will now begin introducing 

our witnesses. I will start with Mr. Brito. 
Carlos Brito is the chief executive officer of AB InBev. Born in 

1960, he is a Brazilian citizen and received a degree in mechanical 
engineering from the University of Federal do Rio de Janeiro and 
an MBA from Stanford University. He held positions at Shell Oil 
and Daimler Benz prior to joining Ambev in 1989. At Ambev he 
had roles in Finance, Operations, and Sales, before being appointed 
chief executive officer in January 2004. He was appointed zone 
president of North America at InBev in January 2005 and chief ex-
ecutive officer in December 2005. He is also a member of the Board 
of Directors of Ambev and Grupo Modelo. 

Bob Pease is the president and chief executive officer for the 
Brewers Association. He assumed the role of CEO in August 2014 
after serving for 4 years as the organization’s chief operating offi-
cer. He worked at the Brewers Association—has worked at the 
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Brewers Association for over 21 years. Mr. Pease has a degree in 
political science from the University of Colorado. He is a member 
of the American Society of Association Executives, a graduate of 
the Siebel Institute Professional Beer Tasting and Styles course, 
and is a certified TIPS trainer. 

Craig Purser serves as the president and chief executive officer 
of the National Beer Wholesalers Association. Purser serves as a 
trustee for the Alcohol Beverage Medical Research Foundation and 
the Center for Alcohol Policy. He also serves as a member of the 
U.S. Chamber of Commerce’s Association Committee of 100, the 
ASAE’s Key Industry Association Committee, the Association Ex-
ecutives Council of the National Association of Wholesale Distribu-
tors, and the Bryce Harlow Foundation’s Board of Governors. Purs-
er has served as a guest lecturer at the University of North Caro-
lina and the George Washington University and the University of 
Oklahoma. A native of Oklahoma, Purser is a graduate of the Uni-
versity of Oklahoma. 

And now Senator Grassley would like to introduce the witness 
from Iowa. 

Chairman GRASSLEY. Yes, I am happy to introduce J. Wilson. He 
is a constituent of mine. Mr. Wilson is from a small community, 
Prescott, Iowa. He represents the Iowa Brewers Guild, organized to 
represent the interests of Iowa’s craft brewing industry. Mr. Wilson 
is a certified beer judge and an award-winning home brewer. He’s 
a published author and a freelance writer for several print and on-
line publications. I appreciate the Chairman inviting Mr. Wilson so 
that he can give a small business perspective on the possible im-
pact of the proposed acquisition on the marketplace and ultimately 
the American consumer. Thank you. 

Chairman LEE. Thank you, Senator Grassley. 
Diana Moss became the president of the American Antitrust In-

stitute in January 2015. Her work spans both antitrust and regula-
tion with industry expertise in electricity, petroleum, agriculture, 
airlines, telecommunications, and health care. Before joining AAI, 
Dr. Moss was a senior staff economist at the Federal Energy Regu-
latory Commission where she coordinated competition analysis for 
electricity mergers. From 1989 to 1994, she consulted in private 
practice in the areas of regulation and antitrust at the National 
Economic Research Associates and Putnam Hayes and Bartlett. Dr. 
Moss has spoken widely on various topics on antitrust and regula-
tion, testified before Congress, appeared before State and Federal 
regulatory commissions, and made numerous radio and television 
appearances. She has published articles in a number of economic 
and legal academic journals, including American Economic Review, 
Journal of Industrial Organization, the Energy Law Journal, and 
the Antitrust Bulletin. She’s editor of Network Access, Regulation 
and Antitrust. Dr. Moss is adjunct faculty in the Department of Ec-
onomics at the University of Colorado at Boulder. She holds an 
M.A. degree from the University of Denver and a Ph.D. from the 
Colorado School of Mines. 

Mark Hunter is a graduate of the University of Strathclyde and 
has spent the last 32 years in a variety of sales, marketing, and 
general management positions, primarily in Europe and North 
America. As president and CEO of Molson Coors Brewing Com-
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pany, based in Denver, Colorado, Mark leads one of the world’s 
leading beer companies with extraordinary brands such as Coors, 
Molson, Carling, and Staropramen. The Molson Coors purpose is to 
delight the world’s beer drinkers, and Mark is a passionate believer 
in championing beer and building respect for the category through 
responsible drinking. 

We will now hear opening statements from the witnesses, begin-
ning with Mr. Brito. Go ahead, Mr. Brito. 

STATEMENT OF CARLOS BRITO, CHIEF EXECUTIVE 
OFFICER, ANHEUSER-BUSCH INBEV, 

GREENWICH, CONNECTICUT 

Mr. BRITO. Thank you. Chairman Lee, Ranking Member Klo-
buchar, Chairman Grassley, Ranking Member Leahy, and Mem-
bers of the Subcommittee, thank you for the opportunity to appear 
before this Subcommittee. My name is Carlos Brito, and I am CEO 
of AB InBev. 

AB InBev is a global brewer and the parent company of An-
heuser-Busch. We have the privilege of continuing Anheuser- 
Busch’s proud history as a brewer in America since 1852. We have 
more than 16,000 U.S. employees across 49 States, and we com-
mitted in June to investing an additional $1.5 billion by 2018 in 
our U.S. operations. I am proud to say that 98 percent of our prod-
ucts sold in the U.S. are made in the U.S. 

I am here today to discuss AB InBev’s proposed acquisition of 
SABMiller and our agreement with Molson Coors to divest 
SABMiller’s interest in MillerCoors conditioned upon completion of 
our culmination with SABMiller. 

I would like to share with you the rationale for this transaction 
and the impact—or more precisely, the lack of impact—that this 
transaction will have on our competitive position in the United 
States. 

The purpose of this transaction is to enhance our ability to serve 
new markets, particularly in Africa, Asia, and Central and South 
America. It’s about bringing more choices to more consumers 
around the world, including extending the reach of iconic American 
brands such as Budweiser to new markets. What this combination 
is not about is changing the competitive landscape of the U.S. beer 
market. 

The U.S. beer industry is more competitive than ever, with more 
than 4,000 breweries in all 50 States and, on average, two new 
breweries opening every day. Just take a walk down the aisle of 
your local grocery store, and you will see the incredible amount of 
choice beer drinkers have, more than ever before. 

This competition is being driven first and foremost by the growth 
of craft brewers, which rose from 3.8 percent of the market in 2007 
to 11 percent in 2014, and is expected to reach 20 percent market 
share by 2020. 

In addition to robust competition from craft, the beer industry 
itself faces ever-growing competition from wine and liquor. Nothing 
in AB InBev’s combination with SABMiller will lessen that com-
petition. 

The divestiture of MillerCoors ensures that our market share in 
the U.S. will not change as a result of the combination. Our total 
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beer production will not increase. Our utilization of beer ingredi-
ents and supplies will not change. Our distribution system will not 
be impacted. And our commitment to the three-tier system will not 
waver. 

Beyond the transaction, let me address two other topics within 
the industry: distribution, and ingredients and supplies for beer. 

I would like to state very clearly that we do not expect any 
changes to the Anheuser-Busch distribution system as a result of 
the combination or divestiture. There are approximately 3,300 
wholesalers across America, and more than 35 States allow for 
some form of self-distribution of beer. Together, these distribution 
options ensure that brewers of all sizes can access the market. 

It is our intention that approximately 90 percent of our volume 
be distributed by independent wholesalers. Around 10 percent of 
our volume will be distributed by our wholly owned distributor-
ships. 

In addition to a strong, independent distribution tier, the indus-
try is supported by broad, responsive markets for the ingredients 
and supplies that brewers rely upon, including aluminum cans, 
barley, and hops. These ingredients and supplies are generally pro-
duced within large, highly responsive local, national, or global mar-
kets. In none of these markets would the combined company be in 
a position to constrain competitors’ access to those ingredients and 
supplies. The marketplace sets the prices and terms of ingredients 
and supplies. 

In closing, we are proud of our contribution to the highly com-
petitive U.S. beer market and excited for the future of beer—both 
in the U.S. and around the world. The combination of AB InBev 
and SABMiller will bring more choices to consumers. We look for-
ward to the day when American travelers can find a cold 
Budweiser anywhere in the world. 

Again, thank you for the opportunity to appear before you. I look 
forward to answering your questions. 

[The prepared statement of Mr. Brito appears as a submission 
for the record.] 

Chairman LEE. Thank you, sir. Mr. Pease. 

STATEMENT OF BOB PEASE, CHIEF EXECUTIVE 
OFFICER, BREWERS ASSOCIATION, BOULDER, COLORADO 

Mr. PEASE. Mr. Chairman, Senator Klobuchar, Chairman Grass-
ley, Members of the Subcommittee, good morning. My name is Bob 
Pease. I am the chief executive officer of the Brewers Association. 
My organization represents over 2,800 small and independent craft 
breweries and over 1,100 industry suppliers. My members are lo-
cated in every State and in virtually every congressional district. 

At the outset, I would like to make it perfectly clear that the 
Brewers Association is not opposed to fair competition. My mem-
bers have built thousands of successful small and medium-sized 
business from scratch in a very competitive environment. Many 
others have failed at great personal loss. My members are the em-
bodiment of the American entrepreneurial spirit. We understand 
that antitrust laws are designed to protect competition and they 
are not designed to protect any specific individual company or any 
segment of the industry. 
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The proposed acquisition of South African Breweries by An-
heuser-Busch InBev must be viewed in light of other developments 
affecting competition in the beer industry. 

To understand the competitive landscape, we need to review the 
basic beer industry regulatory framework. Federal alcohol laws and 
the 21st Amendment to the U.S. Constitution authorize each State 
to regulate beverage sales and distribution within their respective 
borders. That’s important because the beer industry does not oper-
ate under the normal principles of interstate commerce. Beer and 
other alcohol beverages are subject to 50 different State regulatory 
systems. 

State laws in many places effectively mandate the use of beer 
wholesalers and prevent a brewer from changing wholesalers ab-
sent extraordinary circumstances. State laws are generally in-
tended to protect the independence of wholesalers, which is a laud-
able goal. If the wholesale tier of the beer industry is truly inde-
pendent of the major brewers, it can then promote competition. But 
that goal has been thwarted by other developments. 

Two of largest international brewers now control over 70 percent 
of U.S. beer sales. They have also actively fostered the rapid con-
solidation of the wholesale tier and the evolution of the multistate 
wholesaler networks under common ownership. Today, the 30 larg-
est wholesalers control almost one-third of all U.S. beer sales to re-
tailers. 

Most markets in the U.S. are now served by only two substantial 
wholesalers—an ABI wholesaler and a MillerCoors wholesaler. 
While the two primary wholesalers are generally known by the 
names of their largest suppliers, the wholesalers will also sell other 
brands. So, for example, an ABI distributor will sell Corona, Sam 
Adams, and dozens of other smaller brands. But newer craft brew-
ers face significant challenges in gaining access to retailers and 
consumers. 

States have generally failed to respond to changes in the beer in-
dustry to the detriment of new competitors and new business mod-
els. Over the last three decades, the Federal Trade Commission has 
consistently, repeatedly called out States for enacting or refusing to 
change blatantly anticompetitive distribution laws, most of which 
are still on the books and are aggressively enforced through private 
and Government action. States have granted exceptions to allow 
limited self-distribution by craft brewers, but those exceptions are 
insignificant in terms of the overall market and total and totally 
inadequate to address the imbalance that currently exists. 

In 15 States, large brewers are allowed to own wholesalers. So, 
at present, Anheuser-Busch InBev is the largest supplier of beer in 
the United States, and in nine States it is the largest beer distribu-
tors. In major population centers in those nine States, Anheuser- 
Busch InBev effectively controls one of the two routes to market 
that craft brewers must effectively use to sell their beer to retail-
ers. Moreover, Anheuser-Busch also enjoys the same privileges—li-
censing privileges and franchise protections that were intended to 
protect independent wholesalers. 

ABI has further diminished the independence of the wholesalers 
that it does not own through several different strategies. ABI has 
a subsidiary that finances wholesaler acquisitions and consolida-
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tions. ABI also maintains incentive programs that provide millions 
of dollars to wholesalers that severely limit the sales of brands of 
competing beers. 

As a condition of approving the ABI acquisition of South African 
Breweries, the BA strongly believes that the Department of Justice 
should require ABI to divest its company-owned wholesalers and 
modify its anticompetitive assistance and incentives to wholesalers 
to refrain from distributing other brands of beer. 

Left unchecked, these practices will further restrict competition 
and access to market for the smallest players. Alternatives such as 
Government oversight, supervision, and enforcement would take 
years of effort. 

In conclusion, the Department of Justice must also closely scruti-
nize ABI’s activities that affect U.S. and global markets for goods 
and services used by brewers. ABI is already vertically integrated 
through ownership of agricultural and packaging subsidiaries. Its 
increasing global presence creates many opportunities to adversely 
affect competition for goods and services in the beer industry. 

We applaud the Subcommittee for asking the hard questions to 
support aggressive antitrust enforcement and fair competition in 
the beer industry. On behalf of the over 4,100 small and inde-
pendent craft breweries and their 115,000 employees, I thank you 
for the opportunity to appear before you today. 

[The prepared statement of Mr. Pease appears as a submission 
for the record.] 

Chairman LEE. Thank you, sir. Mr. Purser. 

STATEMENT OF CRAIG PURSER, 
PRESIDENT AND CHIEF EXECUTIVE OFFICER, 

NATIONAL BEER WHOLESALERS ASSOCIATION, 
ALEXANDRIA, VIRGINIA 

Mr. PURSER. Thank you. Chairman Grassley, Chairman Lee, 
Ranking Member Klobuchar, and distinguished Members of the 
Subcommittee, on behalf of the Nation’s independent beer distribu-
tors and their 133,000 employees, thank you for the opportunity to 
testify today. 

There is no question that America is in a golden age for beer, 
with unprecedented variety and quality offered by more than 4,000 
breweries, compared to fewer than 50 in the 1980s. Sales by craft 
brewers grew nearly 18 percent in 2014, representing more than 11 
percent of the beer market. You would be hard pressed to identify 
another industry that has experienced the same explosive growth 
in such a short period of time. 

The true winner is the American consumer, who enjoys a broad 
spectrum of innovative, independently produced beer products for 
every taste. 

But what makes this consumer choice possible? The answer: a ro-
bust and competitive system of independent distribution. Inde-
pendent distributors, or wholesalers, provide access to market for 
brewers of all sizes. They create a competitive playing field, and 
they keep pricing fair for consumers. 

A critical issue before this Committee is how to preserve Amer-
ica’s golden age of beer and the effective system of independent dis-
tribution which delivers benefits to beer lovers everywhere. 
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Now, consumer advocates, craft brewers, retailers, and inde-
pendent distributors have all expressed concern about the global 
transactions around the ABI/SABMiller tie-up and how it could re-
duce access to distribution—reducing choice and potentially raising 
prices for consumers. Included with my written testimony is a 
study by the Boston Consulting Group, which finds that America’s 
independent beer distribution system is, quote, ‘‘open, freely com-
petitive, and driven by consumer choice.’’ 

Independent distributors provide access to capital. They provide 
access to scale for mid-sized and small brewers. Distributors also 
take on responsibilities, including warehousing, marketing, pro-
motion, sales, and delivery of a heavy, perishable product. Distribu-
tors have solid, time-tested relationships with retailers in their 
markets, from the corner pub on Main Street to your hometown 
grocery store. In other words, distributor interests are perfectly 
aligned with that of the American consumer. 

Allow me to provide a snapshot of the value that independent 
distributors offer and contrast that with other beverages. Think 
about walking down the beer aisle in your favorite store. Think 
about the vast choice and selection right on the store shelves, from 
the most familiar and iconic national brands to imports from 
around the world and new, innovative American craft beers. 

Now, head over to the soft drink aisle. You pretty much have a 
choice between two suppliers. Quite a contrast between the beer 
aisle and the soft drink aisle. 

There are concerns that the proposed acquisitions could result in 
less craft beer and fewer imported brands getting to market and 
on the trucks of independent distributors. For one thing, consider 
ABI’s recent purchase of some independent distributors. Anheuser- 
Busch InBev is the fastest growing distributor in the country. The 
very day that the merger was revealed, it was announced that the 
Department of Justice and the California Attorney General were 
investigating some of the recent ABI acquisitions of its independent 
distributors. Some have suggested that ABI’s business tactics could 
stifle growth for independent distributors who represent brands 
that are not approved by ABI. 

It’s also worth noting that the Department of Justice placed re-
strictions on ABI’s previous acquisition of Modelo to protect dis-
tributors and consumers. ABI claims that the proposed MillerCoors 
divestiture solves any competitive problems, yet some have cast 
doubt that the proposed sale of SAB’s stake in the Molson Coors 
joint venture would be an effective remedy. 

Recent studies have shown that mergers often fail to deliver true 
consumer benefits, and the Modelo deal actually underscored the 
limitations even of judicial intervention to reach a reasonable rem-
edy that included vertical restraints. In order to ensure that a com-
bination with the size and scale of this one does not disrupt the 
American beer market, DOJ needs to do the following: 

Number one, protect independent distribution by prohibiting any 
termination of local distributors as a result of this global combina-
tion. Number two, DOJ must make certain that these independent 
distributors are free to provide their best efforts to all brewers and 
importers. 
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Let me say that again: DOJ must ensure that these independent 
distributors are free to provide their best efforts to all brewers and 
importers. I look forward to answering your questions, and thank 
you for the opportunity to join you this morning. 

[The prepared statement of Mr. Purser appears as a submission 
for the record.] 

Chairman LEE. Thank you, Mr. Purser. Mr. Wilson. 

STATEMENT OF J. WILSON, MINISTER OF 
IOWA BEER, IOWA BREWERS GUILD, PRESCOTT, IOWA 

Mr. WILSON. I would like to thank the Subcommittee as well as 
my home Senator, Chairman Grassley, for this opportunity. I speak 
on behalf over 50 IBG members and perhaps thousands more small 
brewers around the country that share our concern over the pro-
posed Anheuser-Busch InBev, or ABI, acquisition of SABMiller. 

Our disquiet is two-fold. If this deal is allowed to proceed, grow-
ing craft breweries in Iowa and elsewhere fear difficulty with ac-
cess to both market and raw materials. 

Critical to our success, a licensed and regulated alcohol beverage 
distribution system was designed following the repeal of Prohibi-
tion to curtail overly aggressive sales and marketing practices. 
With the help of this independent wholesale tier, our members 
have created new Iowa brands and helped the U.S. craft beer in-
dustry grow from 0 to 11 percent of the market since the 1970s. 

Our colleagues in the wholesale tier in Iowa and around the 
country have embraced the diversity that craft beer offers their 
portfolios in a time when palates are shifting, and consumer knowl-
edge and demand are asking that these beers be made available to 
them. Like many brewery owners I have spoken to, independent 
wholesalers have also expressed their apprehension about the 
power a larger ABI would hold over the market and especially the 
distribution tier. 

With deep pockets already allowing ABI to hold sway over many 
wholesalers on marketing incentives, the amount of influence a 
combined company of this magnitude would have over market ac-
cess is startling. This is especially the case given ABI’s past actions 
toward vertical integration in countries like Brazil and efforts cur-
rently to procure wholesalers here in the U.S. 

Currently the United States’ fastest growing wholesaler, ABI has 
acquired 12 independent distributors in nine States since 2012. In 
addition, according to a June 2008 article in the St. Louis Business 
Journal, Busch family members personally own five additional ABI 
distributorships in three more States, carving out market shares as 
high as 74 percent. One of those, Krey Distributing Company, 
made headlines in the St. Louis Post-Dispatch in March 2013 when 
it dropped six craft breweries from its portfolio. 

While Krey asserted that these brands were underperforming, 
Wolfbrau House of Beer owner Ryan Wolf indicated in the article 
that Krey wouldn’t deliver the craft beers he had ordered, and I 
quote: ‘‘I have not had a single case of 2nd Shift in here in almost 
a year despite the fact that I ordered three varieties every week, 
week after week, for 6 months,’’ end quote. 

Due to my proximity and friendship with the owners of one of 
the affected breweries—Nebraska Brewing Company—I am privy 
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to how their situation was handled—poorly—and at this time, they 
no longer sell their award-winning beers in the St. Louis market. 

Washington State’s beer market has been hit especially hard by 
ABI’s aggressive tactics after ABI acquired Anheuser-Busch Sales 
of Washington, or ABSW. 

According to Heather McClung, the Washington Brewers Guild 
board president, ABSW’s hostile tactics have grown so egregious 
that they have now drawn the attention of and an investigation by 
the Washington State Liquor and Cannabis Board. Please refer to 
my written testimony for specific examples of what is happening in 
Washington State. 

While market access is an ongoing battle that small craft brew-
ers have infiltrated by offering a wide range of locally produced, 
flavor-forward products, the ability to produce or package them 
could soon be hindered if the merger is allowed. This megabrewery 
would have an even greater impact on brewing inputs such as 
malted barley and hops and packaging materials like bottles and 
cans. The hop supply is already tenuous, and while malt production 
can easily be increased, expansion of hop acreage is costly and hop 
plants take 3 years to reach maturity. If there is a hop shortage, 
the price per pint will undoubtedly rise for consumers. 

As the craft brewing industry continues to represent true job and 
sales growth in an otherwise flat sector, craft breweries may en-
counter problems if this acquisition proceeds. I favor healthy com-
petition, but a merger of this magnitude could impact supply access 
and threaten the wholesale tier of the system. I urge you to protect 
competition and consumer choice in the beer market by recom-
mending the divestiture of ABI-owned distributors, a halt to incen-
tives designed to push other brands out of ABI distributorships, 
and a careful monitoring on how the transaction will impact raw 
materials. Thank you. 

[The prepared statement of Mr. Wilson appears as a submission 
for the record.] 

Chairman LEE. Thank you, Mr. Wilson. Dr. Moss. 

STATEMENT OF DIANA L. MOSS, PH.D., 
PRESIDENT, AMERICAN ANTITRUST INSTITUTE, 

BOULDER, COLORADO 

Dr. MOSS. I would like to thank Chairman Grassley, Chairman 
Lee, Ranking Member Senator Klobuchar, and the Members of the 
Subcommittee for holding this hearing. I appreciate the oppor-
tunity to share the American Antitrust Institute’s views on com-
petition in the U.S. beer industry and the proposed merger of ABI 
and SABMiller. 

My final testimony highlights the landscape of the U.S. beer 
market against which this proposed merger will occur. There have 
been five major mergers in the last 10 years. ABI and MillerCoors 
account for over 70c, if over 70 percent of the U.S. market. There 
is now economic evidence of price increases for beer in the wake 
of previous mergers even against declining demand for popular, 
mass market beer. 

These developments pose real challenges for competition and con-
sumers, particularly in regard to the downstream part of the sup-
ply chain—distribution. For consumers that prefer traditional mass 
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market beers or the craft beers that have emerged from a growing 
entrepreneurial business model, the goal should be to ensure com-
petitive prices, choice, innovation, and quality. 

We know that the ABI/SABMiller merger would produce a large 
increase in market concentration. We also know that the merged 
firm would control wholesale distribution that is critical for smaller 
rivals to get their products onto retail shelves. If unremedied, the 
merger would result in stronger incentives to exercise market 
power. 

Given what we know, the debate is here not whether the merger 
is likely to lessen competition in the U.S. market for beer. Presum-
ably, if the merger were not potentially harmful, the parties would 
not have offered up front to divest SABMiller’s share of the 
MillerCoors JV. The AAI has, therefore, focused attention on the 
substantive debate about whether this proposal would make for an 
effective remedy. 

For example, it is unclear—excuse me. An effective remedy fully 
restores competition lost by a merger. But there are now multiple 
examples of failed remedies, especially in highly concentrated mar-
kets. In both Safeway/Albertson’s and Hertz-Dollar/Thrifty, buyers 
of divested assets proved unviable, filed for bankruptcy protection, 
and fully or partially exited the market. These cases are warning 
signs. In an ABI/SABMiller merger, a well-crafted remedy would 
fully restore competition lost by the merger at the same time it 
would promote competition moving forward. 

The parties may well reveal more of their divestiture proposal to 
the DOJ when the time comes. Now, based on publicly available in-
formation, it is not clear how or whether the current divestiture 
proposal will accomplish this important objective. 

For example, it is unclear how the independent distribution con-
tracts currently controlled by MillerCoors will be handled as part 
of a divestiture proposal. As compared to ABI, SABMiller has re-
portedly taken a less adversarial approach to distributors that 
carry rival brands. The loss of this dynamic after the merger is im-
portant. It should focus attention on the distribution policies that 
Molson Coors will adopt when it takes control of all the MillerCoors 
assets and contracts. 

There is also concern that the proposed divestiture not be a mov-
ing target. Public announcements regarding the closure of the 
MillerCoors plant in Eden, North Carolina, raise questions. Is it a 
preemptive attempt to withdraw capacity from the market? It 
would change the package of assets that Molson Coors takes con-
trol of. Could this affect post-merger incentives and dynamics? 

It is also unclear what SABMiller brands not currently imported 
into the U.S. might be imported after the merger. A changed port-
folio of post-merger brands, particularly one that includes more 
craft beers, could change incentives for strategic conduct by the 
merged company toward smaller rivals. 

These are major sources of uncertainty over the proposed divesti-
ture. Given the magnitude and implications of an ABI/SABMiller 
merger, the AAI believes more specificity is needed. A fully effec-
tive remedy would, at a minimum, address at least a number of 
issues. 
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For example, a remedy would create a fully independent Molson 
Coors. Molson Coors would, therefore, not depend in any way on 
ABI for contract brewing of former MillerCoors brands or similar 
supply agreements for any services. 

Equally important is to ensure the independence and impar-
tiality of the independent wholesale distribution channel. Policies 
designed to incentivize independent distributors to be exclusive or 
to discriminate against smaller rivals would be prohibited. 

ABI and Molson Coors should also compete head to head in the 
independent distribution channel, minimizing any opportunities for 
tacit coordination. As such, some thought should be given to wheth-
er distributors can carry both ABI and MillerCoors brands. 

These are just a few considerations that will factor into a remedy 
that will fully restore competition lost by the merger. There are 
likely to be other considerations should a merger review proceed to 
that point. Thank you very much for the opportunity to testify. 

[The prepared statement of Dr. Moss appears as a submission for 
the record.] 

Chairman LEE. Thank you, Dr. Moss. Mr. Hunter. 

STATEMENT OF MARK HUNTER, PRESIDENT AND 
CHIEF EXECUTIVE OFFICER, MOLSON COORS, 

DENVER, COLORADO 

Mr. HUNTER. Good morning, Chairman Lee, Ranking Member 
Klobuchar, and Members of the Committee. My name is Mark 
Hunter, and I am the CEO of Molson Coors Brewing Company. We 
are a U.S.-listed company principally based in Denver, Colorado, 
with a brewing heritage that goes back well over 200 years, and 
I appreciate the opportunity to explain our role in serving as the 
solution to U.S. antitrust concerns related to the proposed AB 
InBev/SABMiller merger. 

Let me say up front that our transaction does not injure competi-
tion but enhances it. Molson Coors’ purchase of the remaining in-
terest in MillerCoors means ABI gets nothing in the United States. 
MillerCoors will remain unchanged after the merger. The only dif-
ference is that Molson Coors would be the single U.S. owner rather 
than a partial owner of MillerCoors. 

Having played a crucial role in the direction of this business for 
the past 7 years, there is no company more knowledgeable than 
Molson Coors to operate it going forward. 

Now, before I get into specific comments, I would like to tell you 
about Molson Coors, the creation of MillerCoors, and how we help 
support competition in this increasingly dynamic beer industry. 
Molson Coors was created in 2005 and brought together the family 
brewing legacies of John Molson in Montreal and Adolph Coors, 
who set up his first brewery in 1873 in Golden, Colorado. 

In 2008, we formed the MillerCoors joint venture with SABMiller 
to create a more effective number two player in the U.S. beer mar-
ket. At that point, all of SABMiller’s U.S. operations were contrib-
uted to the joint venture. We have 50/50 governance rights and 
split the economic interest, with Molson Coors owning 42 percent 
and SABMiller owning 58 percent. 

MillerCoors has approximately 8,000 U.S.-based employees and 
pays more than $1.1 billion in annual compensation and benefits. 
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We spend more than $5 billion annually for goods and services and 
pay more than $1 billion in Federal excise taxes. 

MillerCoors goes to market in the U.S. through an independent 
network of 569 distributors who know how deeply we value the 
three-tier system, and we have received positive feedback from 
these distributors because they also know they can continue to 
have access to a wide range of beer brands, including craft brands. 

By way of example, MillerCoors owns only one distributor, which 
distributes 625 brands, from 29 suppliers, and almost 67 percent 
of these brands are craft brands. To be clear, we have no intention 
of purchasing other distributors. Both MillerCoors and Molson 
Coors take seriously our role as an economic growth engine for our 
employees, our communities, and the many businesses that support 
us. This will only be enhanced through single ownership of the U.S. 
business. 

For example, growth would allow MillerCoors to boost production 
at its nine U.S. breweries, including the Leinenkugel brewery in 
Wisconsin. It would open up opportunities to purchase more barley 
from the four Western States and North Dakota and malt more 
barley in Minnesota. And it would allow the company to spend 
more on hops from Washington as well as corn from Iowa and Illi-
nois. 

Although we and SABMiller have been successful in building 
MillerCoors into a strong number two player in the U.S., it’s impor-
tant to note how much the beer industry has changed since we set 
up the JV. 

The craft brewing industry in the United States has grown very 
rapidly over the past few years. As of June of this year, there were 
5,525 active brewery permits registered with the TTB, and the 
growth of craft has helped create a renaissance in beer and has cre-
ated a far more diverse and competitive marketplace. 

In closing, nothing changes for our consumers, our customers, 
our distributors, or our communities as a result of our purchase of 
SABMiller’s ownership interest in MillerCoors. It will not change 
consumer choice, it will not change the competitive pricing environ-
ment, and it will not change our market share or our longstanding 
support for the three-tier system. It will not change our support of 
U.S. growers and suppliers, and it will certainly not change the ex-
plosive growth of craft brewers or their access to the market 
through the MillerCoors distributor network. 

The transaction will allow us to simplify decision-making and re-
duce the complexities of dual ownership. It will allow us to become 
a more integrated and efficient brewer. In simple terms, 
MillerCoors will evolve from two shareholders—SABMiller and 
Molson Coors—to one shareholder—Molson Coors. Molson Coors is 
a U.S.-listed and domiciled international brewer. It is still served 
by our founding families and, despite being the third largest brew-
er globally, will have 70 percent of its profit generated in the U.S. 

On behalf of Molson Coors, I thank the Committee for inviting 
me to appear and testify today, and I am happy to answer any 
questions that you may have. Thank you. 

[The prepared statement of Mr. Hunter appears as a submission 
for the record.] 
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Chairman LEE. Thank you very much. Thanks to all of you for 
your statements. 

I will now start the questioning. I would like to start with Mr. 
Pease and Mr. Purser. Gentlemen, the two of you have each identi-
fied concerns relating to the way that AB InBev interacts with its 
distributors, suggesting that this acquisition could make that situa-
tion worse. 

Now, if AB InBev is not acquiring any assets in the U.S., how 
will this deal have any impact on distribution? And going along 
with that, can you identify any way in which—in which this trans-
action in particular will lead to any new problems or any more se-
vere existing problems for distributors? And also going along with 
that, along the same vein, isn’t it true that AB InBev’s negotiating 
leverage will be no greater the day after this deal closes than the 
day before? We will start with Mr. Pease and then go to Mr. Purs-
er. 

Mr. PEASE. Thank you, Senator. Well, I think you have, you 
know, to examine that question from a variety of perspectives. The 
combined company that could come out of this merger will now con-
trol 58 percent of the global profit pool in the beer industry. This 
is a $107 billion deal. This is the fourth largest merger of all time. 
Our biggest concern will be that the company like this will be able 
to use its increased market power to even greatly—further greatly 
influence the independent distributors that ABI interacts with. The 
Anheuser-Busch incentive programs that currently are in place, 
while we certainly understand incentivizing your distributors to 
sell their products, but it seems to us that at some level some of 
those incentive programs are more designed to encourage their dis-
tributors not to sell the products of the independent smaller play-
ers, and we feel that is anticompetitive. 

Chairman LEE. Mr. Purser. 
Mr. PURSER. I would—I would echo the sentiments as it relates 

to the increase in the global profit pool. By comparison, if you look 
at the distinction of 57 percent of the global profit pool with a 
newly combined ABI/SAB compared to its largest American contrib-
utor—competitor right at three percent, that’s a big disparate com-
petitive disadvantage as it relates to share of the global profit pool. 

But I also think you have got to move on and look at recent be-
haviors. You have got to look at the recent Modelo acquisition and 
the supplier behavior as it relates to what’s being investigated in 
California. What, I think, you want to do is ensure that the remedy 
is sufficient to ensure that you don’t have additional problems. 

There’s a lot of talk about carrots and sticks and the whole no-
tion of incentives. There is a very fine line between an incentive 
program and when that incentive can switch and become actually, 
you know, a stick that is held over an independent distributor. 

Chairman LEE. Mr. Brito, as we have heard, one of the concerns 
regarding this acquisition is that the deal will have some impact 
on beer distributors right here in the United States. Can you re-
spond to that concern generally and also answer the question of 
whether AB InBev’s acquisition of SABMiller is likely to trigger the 
renegotiation of AB InBev’s distribution contracts or change those 
relationships in any way? 
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Mr. BRITO. Well, thank you, Chairman, for the opportunity to 
clarify. This transaction is really about the rest of the world. It is 
not about the U.S., so much so that we sold whatever assets were 
owned by SABMiller to Molson Coors the same day we announced 
the global transaction. This transaction is really about getting ac-
cess to markets where today we have no presence, like Africa, parts 
of Asia, parts of Latin America. And, again, because of that, there 
will be no impact on the way we conduct our business in the U.S. 

Chairman LEE. Okay. So, your response then to these statements 
is that with respect to the U.S. market it’s not going to have an 
impact that is significant for U.S. antitrust law purposes. 

Mr. BRITO. No. 
Chairman LEE. Mr. Pease and Mr. Purser, how do you respond 

to that? 
Mr. PURSER. Well, I think that the acquisition itself could trigger 

terminations, and that is one of the things that we are seeking, 
that is one of the things I tried to talk about in my comments, is 
assurances that because of this global combination, there will be no 
terminations of either company’s independent distributors, because 
if we all agree that independent distribution facilitates competition, 
that ought to be at the minimum something that is guaranteed as 
a condition of approval for this transaction. 

Chairman LEE. Okay. Senator Klobuchar. 
Senator KLOBUCHAR. Thank you very much, Mr. Chairman. 
I think I’ll start by following up on that. Both Mr. Brito and Mr. 

Hunter have stressed that, due to the divestiture, there is no im-
pact on the U.S. market. Dr. Moss raised concerns that under some 
States’ laws a change in ownership structure could create an oppor-
tunity to renegotiate or terminate wholesaler relationships. There 
may be other issues that are raised by the Justice Department 
with regard to distribution. 

If it turns out that the divestiture creates opportunities to alter 
relationships with wholesalers, are you willing to agree not to take 
advantage of such relationships? Are there conditions you would 
agree to that would assuage some of these concerns to the—from 
the craft brewers and also from the distributors? 

Mr. BRITO. Well, Chairman, in terms of our transaction, the com-
pany that will change its ownership is SABMiller, because we are 
going to be acquiring them. There will be no change in ownership 
for our company, and, therefore, there will be no trigger of any con-
tracts in the U.S. market because, again, this transaction is about 
the rest of the world, not about the U.S.; therefore, no impact on 
the way we operate our business in the U.S. 

Senator KLOBUCHAR. Okay. Mr. Hunter. 
Mr. HUNTER. Senator Klobuchar, I can confirm that certainly 

from a Molson Coors and a MillerCoors perspective, there are no 
anticipated changes. It will be very much business as usual at 
MillerCoors. All that is happening is, as I mentioned in my com-
ments, the ownership of that business moves from two share-
holders—SABMiller and Molson Coors—to one shareholder— 
Molson Coors. And business continues on a business-as-usual basis. 
All of the brands that are currently available to all of our distribu-
tors through the MillerCoors arrangement will continue to be avail-
able. And I think it is very important as well to just factor in the 
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fact if you consider the Molson Coors business, we started as a 
craft brewer in Colorado. We know what it is like to build your 
business over the long term in the United States of America. And 
we have a policy of supporting the three-tier system. We only own 
one distributor. And we welcome the renaissance in beer that we 
are seeing through the growth in craft over the course of the last 
two decades in particular. 

Senator KLOBUCHAR. The three of you there in the middle, Mr. 
Pease, Mr. Purser, and Mr. Wilson, could you—it sounds like a 
good law firm. 

[Laughter.] 
Senator KLOBUCHAR. Could you—could you talk through, if the 

Justice Department decides to approve this merger, what kind of 
conditions you think would be helpful to you to assure that the 
craft brewery industry can continue to grow and that distribution 
is open and free? 

Mr. PEASE. Well, as I mentioned in my opening statement, Sen-
ator, we believe that ABI should be required to divest its wholesale 
operations and that they should also be forced to limit these incen-
tive programs which we feel exist now, which already we feel are 
anticompetitive. 

Mr. PURSER. I would reiterate my concerns about ensuring that 
there are no terminations of local distributors as a result of this 
global deal, and that independent distributors be guaranteed the 
freedom to give their best efforts to competing brands. That’s part 
of what competition is all about. And, I think, part of this exercise 
is so important, and it’s very important for the Department of Jus-
tice as they review this, but the old adage of ‘‘Trust, but verify’’ 
comes to mind here. We want to provide assurances to help make 
certain that we aren’t looking a year from now at behavior that is 
somehow anticompetitive. 

Senator KLOBUCHAR. Thank you. Mr. Wilson. 
Mr. WILSON. I will come back to my final paragraph here. My 

three asks were basically to protect competition and consumer 
choice in the beer market by, you know, the divestiture of the ABI- 
owned distributors, halt these incentive programs. We saw just last 
Friday in the Wall Street Journal discussion about some of their 
incentive programs that feel much less pro-sell more ABI products 
and much more don’t sell any of those, and here’s the opportunity, 
the financial opportunity, that you get in exchange for that. Cer-
tainly careful monitoring of how the transaction will impact raw 
material supplies, which is also a concern. 

Senator KLOBUCHAR. Very good. And going back to that, being 
from Iowa like you are, and as Mr. Hunter noted, there is barley 
in Minnesota and there is corn in Minnesota and Iowa, and maybe 
some barley, too, but could you talk about just how—Mr. Hunter 
made the point he thinks we are going to have expanded need for 
those raw materials because of the merger, just because of the 
growth, and just how do you see it impacting those—those prod-
ucts? 

Mr. WILSON. Well, I guess maybe I could come back to a com-
ment that Mr. Brito made in his opening statement, mentioning 
that there would be no increase in ingredient usage, among other 
things, and to me that sounds like freezing production and being 
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happy with just exactly where they are in the U.S. market. I guess, 
I mean, that’s delightful if that’s the case, but that doesn’t sound 
like somebody looking to compete, I guess. That feels like just a 
simple statement that comforts you in my view, I think. So, I guess 
they are expecting us to take market share, and we are happy to 
do that. 

Senator KLOBUCHAR. Okay. You know what I think I will do? Be-
cause I want to—I will have a second round here, and I see our 
colleagues—and we will get back to this hops/barley discussion. I 
know Mr. Brito wants to respond later in the second round, so 
thank you very much. I appreciate it. 

Chairman LEE. Senator Grassley. 
Chairman GRASSLEY. I have a short statement and only one 

question now that we have had this discussion by my two col-
leagues. 

As a result of the growth of craft breweries throughout the coun-
try, Americans are enjoying a tremendous variety of options. Not 
only has this trend increased choices for consumers, it has created 
new economic opportunities. In Iowa, for example, the craft indus-
try has grown from just one brewery in 1985 to approximately 60 
breweries today, and that expansion has generated new businesses 
and jobs and also has spurred tourism. So, it is important that we 
maintain robust and competitive marketplaces. 

We’ve heard concerns voiced by small and independent brewers, 
as you have heard here today, but also from retailers, independent 
distributors, and consumer advocates about this merger to ad-
versely impact inputs and supply chains, distribution avenues, 
competition generally is a vibrant market. Many of the concerns 
are about the increased leverage that the combined company would 
enjoy and what that might mean for the thriving industry as well 
as consumer choice and products. 

Obviously, the antitrust regulators will be looking at this deal to 
determine whether there are any anticompetitive aspects that need 
to be addressed. But it is important that we, in Congress, have an 
opportunity to flesh out these concerns. 

So, my one question is to Mr. Wilson, which basically gives him 
an opportunity to expand on some of the things that he can’t do 
in those 5 minutes, and I would ask if they have something to add, 
Mr. Purser and Mr. Brito, to share a reaction. 

Mr. Wilson, you’ve indicated in your testimony that small and 
independent brewers are concerned about the proposed merged 
company’s ability to engage in anticompetitive conduct and aggres-
sive practices. Please give us some more specifics than you have al-
ready expressed about your concerns with the proposed merged 
company’s ownership of multi-brand beer distributors in some 
States and how that could impact market access. 

Mr. WILSON. Certainly. So, we’ve seen situations where craft 
brands have been pushed out of—you know, the St. Louis example 
that I gave earlier. If I were to scooch on over to Washington State 
in the Seattle market, what we have seen are some questionable 
tactics. One, craft breweries are certainly being squeezed out of 
those distributorships. ABSW had a really vibrant craft portfolio 
prior to the purchase, and now that has been almost completely di-
minished, as I understand it. 
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One of the things that we’ve seen happen—there is no problem 
with buying paid advertisement with, say, the football stadium in 
Seattle, but there is terminology that I guess is better left for 
somebody at a higher pay grade than me to determine what that 
means, but no undue influence, and so the number of ABI or ABI- 
sanctioned or approved brands on sale at the football stadium is 
awfully skewed toward ABI. There is another similar deal, not ex-
actly, as I understand it, paid advertisement but a, quote-unquote, 
alignment deal with a large music—most of the large music 
venues, and they are almost 100 percent ABI products, and that’s 
one that I believe is being investigated out that way. 

Chairman GRASSLEY. Mr. Purser and Mr. Brito, do you have any-
thing you want to respond to that? 

Mr. BRITO. Yes, sure. I think in terms of supplies, that’s a very 
important issue, and I would like to bring to the attention of this 
Committee some numbers in terms of supplies. 

First, this deal will have no impact in the U.S. business and, 
therefore, will have no impact on the amount of supplies we pur-
chase and procure today. For example, in hops, we purchase 8 per-
cent of the hops in the U.S. Eight percent. Okay? On cans, we pur-
chase—we manufacture some, but in the open market we purchase 
12 percent of the cans available in the marketplace. In barley, we 
purchase 25 percent of the barley available in the marketplace, and 
all those figures will remain the same pre- and post-transaction. 
And in terms of bottles, we purchase in the open market 27 percent 
of what’s out there. 

So, all those numbers will remain the same and will have no im-
pact because, again, this transaction is about the rest of the world. 

Chairman GRASSLEY. I will yield back my time. 
Chairman LEE. Thank you, Senator Grassley. Senator 

Blumenthal. 
Senator BLUMENTHAL. Thanks, Mr. Chairman, and thank you 

and Ranking Member Klobuchar for having this hearing on a very 
profoundly important topic. I want to thank our witnesses for being 
here today, all of you with diverse and different viewpoints. Mr. 
Brito, thank you for making the trip from Connecticut today. We 
welcome you, and thanks for your involvement in our community 
in Connecticut. 

I want to say that I am a nondrinker, so I have to disclose that 
fact right at the outset, although our four children I think at var-
ious points may have imbibed. And I have had the privilege of vis-
iting a number of our brewers in Connecticut—Thomas Hooker 
Brewing Company, Blackie’s Brewing Company—and have hosted 
here in Washington, DC, a number of others—Two Roads Brewing 
Company, Shebeen Brewing, Stony Creek Brewery. In fact, I am 
going to ask, if there is no objection, to enter the list of Connecticut 
brewers, which is very extensive, into the record because I am very 
proud of them. 

[The information appears as a submission for the record.] 
Senator BLUMENTHAL. Let me be very blunt. What we have seen 

over the past years is a trend toward mammoth beer behemoths in 
our market, and the result has not been a happy one for many con-
sumers. As you remarked, Dr. Moss, what we have seen as con-
sumers is higher prices. Whatever the complex analyses may be of 
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the market and the metrics and the legal issues, through the eyes 
of consumers, the result has been higher prices. These mega merg-
ers may have been good for shareholders, but not so much for beer 
drinkers. 

So, I think we need to be very careful here and to regard with 
a high degree of skepticism the kind of conventional divestiture 
that is proposed as a remedy. And I would urge the Department 
of Justice to think beyond the divestiture that has been proposed 
to other safeguards for consumers, because I think that this merger 
has tremendous ramifications for consumers here, despite the rep-
resentations—and I take them in good faith—that there will be no 
impact on the U.S. market. Maybe not on day one, but on day two 
and three and year two and three, the ramifications could be huge. 
And we have seen this movie before in the airline industry, to take 
one, and it may not end all that happily for consumers. 

So, let me just be very direct, Mr. Brito. You’ve heard Mr. Purser 
say that what he is looking for—and I think I am quoting almost 
directly—is that there be no termination of independent distribu-
tors. Will you commit to this Committee that there will be no ter-
mination of distributors as a result of this merger? 

Mr. BRITO. That is a very good point, Senator, and thank you for 
the question. Again, this transaction is not about the U.S. It’s 
about the rest of the world, and, therefore, and therefore nothing 
that relates to the transaction, to this transaction, will impact any 
distributor. 

Senator BLUMENTHAL. And I don’t mean to be impolite, but I 
take that as a ‘‘no’’ answer. You can commit to this Committee 
there will be no termination of any distributor and no renegotiation 
that will end contracts with any distributors. Is that correct? 

Mr. BRITO. Yes, I can commit as a result of this transaction there 
will be no such a thing. 

Senator BLUMENTHAL. And let me ask you, ABI intends to own, 
you have said in your testimony, no more than 10 percent of its 
distribution. Can you commit to maintaining no more than 10 per-
cent? 

Mr. BRITO. That’s correct. I mean, that is our commitment we 
have out there in the marketplace with our wholesalers, our inves-
tors, our stakeholders in general, around 10 percent. And today, by 
the way, Senator, if I could expand a little bit, we are between 7 
and 8. So, we said 10. It could be 7 or 8; it could be 11 or 12. But 
it is going to be around 10. That I can commit. 

Senator BLUMENTHAL. Well, 11 or 12 is different from 7 to 8. If 
you—— 

Mr. BRITO. That is why we said ‘‘around 10.’’ 
Senator BLUMENTHAL. You said it would be no higher than 10 

percent. 
Mr. BRITO. That is why we said ‘‘around 10.’’ 
Senator BLUMENTHAL. And let me ask, furthermore, in terms of 

retail penetration, can you commit that there will be no effort to 
penetrate the retail market? 

Mr. BRITO. Well, what we have done in terms of the retail mar-
ket—and I thank you for the question. The three-tiered system in 
the U.S. is regulated at the State level, so 50 different States, 50 
different sets of regulations. So, in some States, for example, 15 
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States, brewers can own wholesalers. In the others, we can’t. In 
other States, we can own brew pubs. In some others, we cannot. 
So, we comply with the law. We have been owning wholesalers for 
more than 100 years, and let me tell you why we do this. The beau-
ty of this is that if you own a couple wholesalers—and, again, it 
is 7 to 8 percent of our volume, and it is going to be around 10 per-
cent; that is our commitment—you are able to develop people with-
in the company, our colleagues, that understand the distribution 
system, that understand the second tier, and, therefore, are able to 
talk to wholesalers on an equal basis because they face their reali-
ties that our wholesalers face on a daily basis in our company- 
owned wholesalers. 

So, that’s the reason why we have been in this business for 100 
years, because it provided us the knowledge about being closer to 
the market and being able to talk and understand wholesalers in 
a much better way. 

Senator BLUMENTHAL. My time has expired. I thank you for that. 
Mr. BRITO. Thank you very much. 
Senator BLUMENTHAL. And I look forward to the second round. 

Thanks, Mr. Chairman. 
Chairman LEE. Thank you, Senator Blumenthal. Senator Perdue. 
Senator PERDUE. Thank you, Mr. Chairman. I appreciate you 

guys being here. I just have a couple quick questions. 
Look, I appreciate the fact that we are here on an information 

basis talking about antitrust and the consequences on not only con-
sumers but also investors—without one, the other doesn’t exist— 
and also with your employees, really fulfill the three stakeholders 
that you as CEOs have to deal with. I just have a question for the 
two people who are going to make this deal happen, possibly, Mr. 
Brito and Mr. Hunter. I would like both of you to respond. 

Why is the 10-percent number, Mr. Brito, important to you? In 
other words, I know that number just does not come out of the air. 
And when you look at going vertical, there is balance in your own 
business when you look at the matrix you have to deal with, going 
across products and across countries. Talk to me just a little bit 
about how that calculation—why that is important. 

Mr. BRITO. Sure. Thank you. Thank you for the question. Again, 
if you look at the last few years, Senator, our volume done through 
our company-owned wholesalers has always been around 7 to 8 
percent. So, we said around 10. And the reason for having those 
wholesalers, company-owned wholesalers, I explained to Senator 
Blumenthal, is that we can develop people that understand that 
business. 

But the biggest asset we have other than our people and brands 
is our wholesalers in the U.S. These are savvy business people, 
independent business people. They carry, by the way, competitive 
brands. They can carry whichever brands they want. They are non- 
exclusive, totally open, and they are amazing. They really execute 
in the marketplace, and they really build brands in the market-
place. 

So, our intention is to continue to have the bulk, that is, 90 per-
cent of our volume, being done by the savvy, independent entre-
preneurs as opposed to our people. Our people, it is good because 
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we learn about the business, and we can talk to them and ex-
change best practices in a more direct way. 

Senator PERDUE. Thank you. Mr. Hunter, do you have anything 
to add to that? 

Mr. HUNTER. Senator, the only thing I would add is that cur-
rently we own one distributor. It is a local distributor in Denver. 
And I can commit that certainly at this stage we have no plans to 
extend our direct ownership and distributor network. We partner 
with 569 distributors. We rely on them as business partners. They 
take our brands to market, and they are the face of our company 
in their local markets. We are strong advocates of the three-tier 
system, and certainly under Molson Coors ownership there will be 
no change at MillerCoors. 

Senator PERDUE. In one of the recent communications to your 
shareholders, you talked about the synergies of this deal. Can you 
explain a little bit more in detail about what those synergies are 
from your perspective, your shareholder perspective? 

Mr. HUNTER. Certainly. Our aspiration is to be a growth busi-
ness. We want to be a stronger, more assertive competitor in the 
United States, and we believe that under the ownership of one 
shareholder, Molson Coors, we can move with more pace, and we 
can build our business to be a long-term stronger business in the 
United States. 

One of the advantages that we have on the back of this deal is 
that we can start to look at our network from a North American 
perspective. We have a big business in Canada, so when it comes 
to breweries, distribution, procurement, shared services, and our 
ability to move our brands between markets more quickly, that will 
make us certainly a more able competitor in the marketplace. 

Senator PERDUE. So, one of the most important pieces of your 
business, as I understand it, is procurement of raw material—the 
hops, the barley, et cetera. Do you anticipate any impact, both 
CEOs, on the agricultural business by this transaction? And have 
you heard from any of your primary suppliers of barley, hops, other 
agricultural commodity providers? Do you want to start, Mr. Hun-
ter, since your light is on? 

Mr. HUNTER. Sure. I would anticipate an impact, if I am success-
ful and the business is successful, when we grow our business on 
the basis that we go to procure more in the United States. We have 
longstanding relationships with barley owners in a number of 
States, and Pete Coors still regularly visits, and we have long-seat-
ed personal and business relationships with those barley growers. 
Interestingly, the National Barley Association has said this deal 
will have no impact in terms of availability of raw materials. 

There is a pinch point at the moment in the hops market. Craft 
brewers have been growing very successfully. They are about 12 or 
13 percent of the market. They are using about 50 percent of some 
variations of hops because they are very flavor-forward beers. So, 
clearly, some work needs to be done there to improve some of the 
supply chain management and procurement and forecasting, but 
generally there’s no issue with availability of hops. And certainly 
from bottles, as you heard from Mr. Brito, the glass manufacturers 
have said that there is no issue with supply. And aluminium, or 
aluminum, is certainly something that is not controlled by us. It is 
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a much bigger game in the global market, and, interestingly, Bill 
Coors, who was 99 back in August, the grandson of our founder, 
invented the aluminum can. So, some things that is close to our 
heart, but we see no pressure in that part of the market from a 
supply point of view. 

Senator PERDUE. Thank you. Mr. Brito. 
Mr. BRITO. Yeah. Since this transaction will have no impact in 

the U.S. market—it is about the rest of the world—what we pro-
cure today in terms of supplies and raw materials will be the same 
pre- and post-transaction. So, for example, today we procure 8 per-
cent of the hops supply in the U.S. That will not change. Of course, 
as we grow the business, yes, but as a result of the transaction, it 
will not change. We procure in the open market 12 percent of the 
cans because we also self-manufacture cans. That will not change. 
We procure 25 percent of the barley. That will not change. We pro-
cure 27 percent in the open market of the bottles because we also 
produce some on our own, and that will not change. 

So, there will be no change or pressure in any supply system in 
the U.S. as a result of this transaction. 

Senator PERDUE. Thank you. Thank you, Mr. Chairman. 
Chairman LEE. Senator Coons. 
Senator COONS. Thank you, Chairman Lee and Ranking Member 

Klobuchar, and thank you to all the witnesses for your presence 
here today and for testifying on this important subject matter. 

Craft breweries are an important part of my home State of Dela-
ware. From Dogfish Head to Twin Lakes to 16 Mile, we have got 
some great craft brewers that are creating jobs and innovating new 
products and, frankly, brewing some great beer. And I think we all 
want to make sure that we have an open marketplace in which 
they can continue to thrive and grow and where we safeguard their 
ability to compete on a fair and level playing field and where we 
also maintain access to distribution options and consumer choice. 
So, I just want to make sure I have asked some relevant questions 
on that as we consider this very large merger. 

Mr. Brito, in the wake of increased competition from independent 
brewers, ABI has made an effort to acquire craft breweries and dis-
tributors, and some have suggested ABI is using these acquisitions 
to constrain some of the distribution channels of competitors, in-
cluding craft breweries. 

How do you respond to these questions, these allegations? And 
will ABI be using profits from the merger to continue the process 
of acquiring craft brewers and their related distributors? 

Mr. BRITO. Well, thank you for the question. I think the facts can 
help us here. 

In terms of the 4,000 breweries that we have in this country and 
opening two a day, we own five, and we have a minority stake in 
a sixth one. So, let us say five plus a minority stake. So, the reason 
we do that, just like we do with our company-owned wholesalers, 
is that we can learn from those amazing entrepreneurs who created 
brands and how they connected to local constituencies so that we 
can learn from that. We build our company by learning from oth-
ers, so that’s one thing. 

In terms of—in terms of WODs, out of the 500-plus wholesalers 
that are so-called AB wholesalers, we own 21, and we do 7 to 8 per-
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cent of our volume through those WODs. And the reason for own-
ing those WODs—and we have owned them for more than 100 
years—has been always to learn and develop people through the 
WODs so they understand the marketplace. 

But what I can say is that, first, this transaction has no impact 
on the U.S. market, and the U.S. market has never been so com-
petitive and so open. I mean, never—if you walk down the aisle of 
your grocery store, I bet you’ll find more options than you would 
5 or 10 years ago. So, that attests to the fact that this market is 
very open, very fragmented, and craft beers have no issues in find-
ing ways to get to the shelves. I would like to remind the Com-
mittee that 35 States out of the 50 permit or allow some sort of 
self-distribution of beer. And other than that, in any market you 
go, you have at least two or three or four wholesalers, one being 
ours. 

So, there are many options to distribute. And wholesalers, let me 
tell you, 94 percent of our wholesalers carry competitive brands, 
and what a wholesaler wants at the end is to carry brands that 
consumers want to buy and customers want to stock. And that’s 
what they do. That’s why the craft brewers have been growing. 

I would offer one last comment. When you think about it, we 
have been in the business since 1852, so more than 160 years. And 
together with our wholesalers, we have built a whole system— 
trucks, warehouses—to get products from breweries to shelves. And 
the craft brewers have been enjoying that system that was set by 
others, and I think that’s the beauty of the American market. It’s 
a very open market, and nothing in this transaction will change 
the competitiveness and the openness of the U.S. market. 

Senator COONS. Thank you. Mr. Pease, nobody wants to take a 
seat at a bar and discover their only choices are between a Bud 
and a Miller. We want to continue the dramatic growth in craft 
breweries, in opportunities for consumers, and in the jobs that they 
create. And I found the testimony of Mr. Brito encouraging, but I 
would be interested in hearing your view on how these huge inter-
national companies and their potential mergers may or may not 
impact craft breweries, distributors, and the impact on consumers. 
Have your companies faced competition or challenges due not only 
to ABI’s ownership of distributors but also due to some of their use 
of market pressure on distributors? 

Mr. PEASE. Thank you, Senator. I think there’s—you have to, 
again, look at that question from a variety of different levels. I 
think fundamentally Mr. Brito and I probably differ on the degree 
of independence that currently exists at the distribution tier. I 
think everyone has to keep in mind that my members, by and 
large, are required by State-based regulation to use a distributor 
to get their beer effectively to a retailer. Self-distribution is an op-
tion in some States, but usually that is very limited. 

If you want to grow your business as a craft brewer, if you want 
to get your beer into a chain store, if you want to get your beer 
into the stadium, you need to use the Anheuser-Busch distributor 
or the MillerCoors distributor. Those are the only two options in 
most markets that have the horsepower to effectively bring your 
beer to the retail market. 
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If the ABI distributor is a wholly owned distributor, which it is 
in nine States, then that option is pretty much effectively shut off 
for a craft brewer, so then you are down to really just the 
MillerCoors distributor. 

So, at the end of the day, we don’t feel the existing playing field 
is exactly level, and we’re very concerned that the increased mar-
ket power of the combined entity will be able to further influence 
the distribution tier to the disadvantage of Dogfish Head, 16 Mile, 
you know, companies like that. Dogfish Head now employs over 
200 people in Milton, Delaware, and we just want to make sure 
that those American success stories are not negatively impacted by 
this merger. 

Senator COONS. Well, thank you. If I might, Mr. Chairman, could 
Mr. Purser just comment on that same question in closing? I know 
we are running tight on time, but do you agree with that same as-
sessment about the access to distribution options? 

Mr. PURSER. I think that there is a scalability that comes with 
a more established distribution network, and the MillerCoors and 
the Anheuser-Busch InBev distribution networks are more estab-
lished. They have got that access to scale. That is part of the eco-
nomic reality. 

Interestingly, those networks were preceded 50 years ago with 
different brewers, you know, with Schlitz or Falstaff or built on 
other brand names that once upon a time were more dominant 
players. Beer’s history was more bifurcated. There were more re-
gional players, a whole host-we could wax poetic and open a couple 
of cold ones and talk about the history of beer in America. Oh, I 
see somebody is getting a head start there. 

But in all—but in all seriousness, the outlets and the access need 
to be maintained through these independent channels. And when 
you do have the presence of a company-owned distributor, that pre-
cludes the ability of some of those products to get to market. And 
sometimes, Senator, even the presence in a State of a small player 
can limit the ability of some of those brands to get to market be-
cause when some of Mr. Pease’s members want to go into a new 
State, when Dogfish Head was growing and getting established, 
they would decide to go into a State, and they might make an in-
vestment or make a decision based on an entire statewide network 
with one of the legacy brewers. And if one of—some of those legacy 
brewers are owned by their competitor, they may choose—they may 
in their mind only have one choice, or they may not choose to enter 
that State that has a company-owned presence in it. 

Senator COONS. Thank you. Dogfish Head is celebrating 20 years, 
and I recognize that there are other players who are decades older 
or a century older. What we’re just trying to do here, Mr. Chair-
man, is make sure that we preserve competitiveness, a level play-
ing field, and opportunities for our consumers and constituents. 

Thank you all very much. 
Chairman LEE. Senator Tillis is next, but I wanted to comment 

briefly. They’re about to call a vote in a few minutes, so I’ll be leav-
ing in a few moments to go vote. I’ll come back. Senator Klobuchar 
will chair while I am gone, and we will sort of trade on and off 
while we continue the hearing. Senator Tillis. 
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Senator TILLIS. Thank you, Mr. Chair. Dr. Moss and gentlemen, 
thank you for being here as witnesses. 

As everybody has bragged on their States, I have to brag on 
North Carolina. We have got nearly 150 microbrews now. In fact, 
over about the last 5 or 6 years, we have also added Sierra Nevada, 
Oskar Blues, and are about to bring New Belgium online. So, this 
is obviously a very important industry to our State. As a matter 
of fact, App State is offering now a bachelor’s degree in fermenta-
tion sciences. 

I actually want to go to a more parochial issue for the State of 
North Carolina. I think my colleagues have done a good job of cov-
ering the broader landscape. Mr. Hunter, I would like to maybe 
start with you. I have got a letter signed by about 115 of the State 
legislators and a similar letter from the Governor that I am going 
to submit for the record and provide you with an opportunity to re-
spond to the specific questions. But I do want to go back and ask 
one that is a consistent theme with some of the people I have heard 
from back in my State. 

They feel like that the decision to close the Eden plant—for those 
of you who are not familiar, this is a plant that has been in North 
Carolina for about 30 years, employs about 500 people, that is 
going to be closed. Many of them believe that there is a curious 
timing between the announcement of the merger and the an-
nouncement of the closing of the plant sometime next year. Can 
you explain the timing of the announcement of the merger and the 
decision to close the brewery and when the decision was made to 
close the Eden plant and whether or not it had anything to do with 
the merger discussions? And, Mr. Brito, I will ask you, just for the 
purposes of closing the loop at the ends of the witness stand? But 
with you, Mr. Hunter? 

Mr. HUNTER. Thank you, Senator Tillis, and let me start with 
your last question first. The merger discussions that emerged be-
tween SAB and ABI had absolutely no impact at all on the discus-
sions that had been taking place for a long period of time within 
the MillerCoors organization with regard to how we manage our 
brewing network and our brewing infrastructure. 

So, to get to the specifics, the board and executive team of 
MillerCoors had been reviewing our brewing requirements for quite 
a significant period of time, at least a year, as they have been 
building through their 2015 plan, so through the middle part and 
toward the end of 2014 had been discussing and looking at some 
of the challenges within the MillerCoors business. 

Since the MillerCoors business was created in 2008, the business 
has lost about 10 million barrels in total volume, and if you look 
at our brewery network, that meant that many of our breweries 
were underutilized, not performing efficiently or effectively. And 
the decision was taken that one of the breweries would need to 
close to take some capacity out of our network to ensure that our 
network was efficient so we can compete effectively. 

As you can imagine, long discussions, because these are probably 
the last kind of discussion any business wants because it affects 
our people, and we were faced with a decision that we have a very 
modern brewery in Shenandoah, about 180 miles away from Eden, 
which has been well invested. And we had to look at routes to mar-
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ket, our geographical footprint and presence, and the decision was 
made as we came into 2015 to close the Eden brewery. And, clear-
ly, something like that then takes months of planning to ensure 
that all of our communication and all of the welfare considerations 
for employees are put in place effectively. And it was nothing more 
than coincidence, and clearly I am certainly not party to ABI’s in-
tent and their approach to SAB. It was pure coincidence that our 
announcement occurred at roughly the same time that ABI an-
nounced that they had approached the board of SAB. It was fur-
ther, I think, 4 or 6 weeks after that date before ABI and Molson 
Coors connected to talk about a remedy in the U.S. So, the two 
events are in no way connected. 

Senator TILLIS. Mr. Brito, from your side of the discussions, was 
there any, to your knowledge, any discussion between the two enti-
ties with respect to the disposition of the Eden facility? 

Mr. BRITO. No, never. 
Senator TILLIS. The only question I would have—and I think it 

is very important, Mr. Hunter, that I think if you go at least in ref-
erence to the letter that I received from the president pro tem, they 
viewed the Eden plant as a state-of-the-art facility, that it had had 
some capital improvements in the recent past, and so many of the 
people down there are wondering what the real differences are be-
tween, say, Shenandoah, which would, I guess, take on some of the 
capacity over time as your demand increases. So, it sounds like 
that at a minimum there is a disconnect in terms of some of the 
communications on the ground, and I think it is something that’s 
very important for us to look at. It is a significant economic impact 
to an area that’s already struggling, and as we move forward, I’ll 
pass on some additional questions I’ve because I believe we are 
about to move to the vote, and the questions from the legislative 
leadership, I look forward to your responses. 

Thank you. Thank you all for being here. 
Senator KLOBUCHAR [presiding]. Thank you very much, Senator. 
Senator Franken, from the home of 70 breweries, the State of 

Minnesota. 
Senator FRANKEN. Yes, beer is very important to Minnesotans, 

and I want to thank you, the Ranking Member, and Chairman Lee 
for holding this important hearing. 

Beer is extremely important to Minnesotans, and nothing illus-
trates this more than the 2011 State government shutdown. We 
faced a—we had a 3-week government shutdown that suspended 
critical State services, including transportation construction, crimi-
nal background checks, the issuing of fishing and hunting and 
boating licenses, and this was during the summer, and it had an 
effect on our lodges and resorts. But Minnesotans really weren’t 
putting pressure on the State legislature and the Governor to re-
solve this. But then the State beer licenses expired. 

[Laughter.] 
Senator FRANKEN. And more than 300 bars and liquor stores 

were no longer able to sell beer because the license had expired, 
the alcohol license had expired, and then the public became out-
raged. And this got settled right away. 

[Laughter.] 
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Senator FRANKEN. So, beer is very important to Minnesota, and 
this was also obviously about a lot of businesses, too. It was beer. 
And the beer industry in the United States has evolved in recent 
years, and we have our craft breweries, great craft breweries in 
Minnesota. But I want to discuss how, given the importance of beer 
to Minnesotans, how we can keep a truly competitive landscape in 
the United States. And we really have to review the impact of this 
deal at hand. 

Now, Mr. Brito, I understand that deals of this size often involve 
very complex business decisions, especially when companies take 
on a significant amount of debt to complete the deal. I also under-
stand that you have an obligation to look out for your shareholders 
and save money wherever possible. 

Unfortunately, those decisions can have harsh consequences for 
American families. In 2008, following InBev’s acquisition of An-
heuser-Busch, the newly formed entity announced—and a few 
weeks before Christmas, I might add—that it would be laying off 
1,400 U.S. workers and over 400 contractors. 

This time around, AB InBev is taking on $75 billion in debt, over 
$20 billion more than last time, and I know you’ll be facing some 
tough decisions about where to cut costs. 

So, Mr. Brito, my question is pretty simple: What can Americans 
expect this time around? Where will you be cutting costs? Will 
there be job losses, brewery closing, distributor terminations? Or 
will you face pressure to raise prices to pay back that debt? 

Mr. BRITO. Senator, thank you for the opportunity to clarify. This 
transaction we are proposing here today is about the rest of the 
world. It is about getting access to new markets like in Africa, 
parts of Asia, parts of Latin America. This transaction has nothing 
to do with the U.S. Therefore, it will have no impact in our oper-
ations in the U.S. market. That I can guarantee. 

Senator FRANKEN. So, basically what you are saying is that this 
$75 billion of debt is not going to have any effect on—on decisions 
that you might have to make in the same way you did last time. 

Mr. BRITO. Well, last time, we have to remember, we had an eco-
nomic crisis, 2008. Last time, we have to remember that the trans-
action in terms of the size of InBev was a similar size. Today this 
transaction, as big as it is, is way smaller than AB was at the time. 
So, what I am saying is that there is no impact—there will be no 
impact as a result of this transaction in the way we conduct busi-
ness in the U.S. We are going to produce the same amount of beer. 
We are going to have the same market share. We are going to carry 
the same brands, no impact on our distribution system. This trans-
action is about getting access to new markets. 

Senator FRANKEN. Is anybody here skeptical about that answer? 
Would anyone like to speak to that skepticism? 

Mr. PEASE. Senator Franken, I would comment. I do take Mr. 
Brito at his word that this transaction is more about the rest of the 
world than it is the United States. The point I want to make is 
that it is the small and independent craft brewer that is the growth 
segment of the American beer market. Now, it is the American 
craft brewer that is creating jobs in every State and in every con-
gressional district. And we just want to make sure that nothing 
arises or is the result of this transaction that would hinder that. 
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If the American beer drinker is left to be the deciding force and 
their access to products from small and independent breweries is 
unfettered, then we are going to be comfortable. But we have sig-
nificant concerns about how this deal could impact both access to 
market for the small craft brewers and access to raw materials. 

Senator FRANKEN. Mr. Hunter, could you just respond briefly to 
my question, the question I asked of Mr. Brito? 

Mr. HUNTER. Certainly, Senator. From a MillerCoors perspective, 
it is business as usual. As I tried to explain earlier, the MillerCoors 
business currently has two shareholders: Molson Coors and 
SABMiller. It will have one shareholder going forward, which is 
Molson Coors, and we will continue to build our business and at-
tempt to be a very assertive competitor in the U.S. beer business. 
We need to invest more in our business because of the changing 
nature of the competitive environment. The U.S. beer industry has 
probably never been as competitive as it currently is. 

Senator FRANKEN [presiding]. Thank you. Thank you for your in-
dulgence. Senator Blumenthal, as Chairman, I recognize you. 

[Laughter.] 
Senator FRANKEN. And I deputize you as Chairman. 
Senator BLUMENTHAL. I am the last man sitting. And I know 

that Senator Lee is going to be returning. I have to leave shortly 
to vote as well. We have a vote that is going on right now. 

Let me just ask, Mr. Brito, I take it by your unequivocal rep-
resentation to me that there will be no termination of distributors 
that you would be willing to incorporate that commitment in a con-
sent order as part of the resolution of this merger. 

Mr. BRITO. Well, that is for the DOJ to decide. What I am saying 
is that—— 

Senator BLUMENTHAL. Well, it is for you to decide whether you 
would be willing, since a consent order is dependent on the consent 
of the parties, whether you as the CEO of your company would con-
sent to that condition incorporated in an order that there be no ter-
mination of distributors. 

Mr. BRITO. Well, what we tried to do here when we draft the con-
tract of the divestiture is we look at the consent decree that we had 
for the Grupo Modelo deal 2 years ago, and we tried to replicate 
all the important clauses in that new contract so as to mirror what 
we had back then negotiated with them. But, again, it is their final 
decision—— 

Senator BLUMENTHAL. But in terms of—I take that, I hope, as a 
yes, because you’ve made the commitment here, and for it to be en-
forceable more easily, it should be part of an order that the Justice 
Department would join. And I would just say I take it at full face 
value the commitments that you are making here in good faith. 
But I think the important lesson of many mergers is trust, but 
verify. And verification and enforcement are critically important in 
this watershed moment for this industry. And so, I hope that you 
will be willing to incorporate that commitment as part of a legally 
binding document. That is essentially what the consent order is. 

Mr. BRITO. Yes, we as a company, when we commit, we deliver. 
And what I would like to remind us here, the fact I think can help 
us here, this industry has never been more-the beer industry in the 
U.S. has never been more open to new entrants. When you look at 
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the market share of craft beers in 1997, it was under 4 percent. 
Last year, it reached 11 percent. And the trajectory points, accord-
ing to the Brewers Association, that this market share will get to 
20 percent, 1 in 5, by 2020. So, this tells you that this is a very—— 

Senator BLUMENTHAL. That may be little benefit to consumers if 
the 80 percent of the industry, or the, 85 percent or perhaps larger, 
if you go into purchasing those craft brewers, as your company has 
done, is in the hands of a small number of behemoth beer makers 
and the consumer has, in effect, less choice. 

Mr. BRITO. Well, my view here is today we have five micro, you 
know, beers that we bought out of 4,000, and we have a minority 
stake in one more, so six. That’s it. I think in 4,000, having five, 
that is, again, more to learn, to have those entrepreneurs join us 
as partners, and to get us the DNA of what they know that we do 
not know. That’s the beauty of this transaction. The same thing as 
owning company-owned wholesalers. That is the only reason why 
we do it. 

Senator BLUMENTHAL. In the limited time I have left, I would 
like to ask Ms. Moss, you raised the concern in one of the papers 
that I read about the need for a remedy to establish the Molson 
Coors enterprise as a completely independent company given the 
evidence of anticompetitive coordination after the MillerCoors JV 
in 2008. Could you perhaps tell us whether you think that the ex-
isting divestiture plan provides sufficient guarantees of the inde-
pendence of that new competitor? 

Dr. MOSS. Thank you, Senator. I think that’s the million dollar 
question. This merger is not over until a remedy is in place. The 
fact that the companies have stepped forward to offer an up-front 
fix I think is evidence that this deal does—does have potential anti-
competitive implications. 

So, the importance of a remedy, a fully effective remedy, I think 
is critical. And I think there are really open questions about that. 
The disposition of MillerCoors independent distributor contracts, 
how those contracts will be renegotiated, any change in the dy-
namic in the market post-merger would be important. 

Miller has taken a reportedly much less adversarial approach to 
independent distributors than has ABI. We want to make sure that 
an effective remedy would, in the hands of Molson Coors, would not 
change—or create a dynamic where independent distributors are 
pressured to create exclusivity or to discriminate against smaller 
rivals. 

Anything that changes the incentive or the ability of the com-
pany post-merger to compete effectively I think would be—would be 
suspect. These are things that the DOJ I think will have to look 
very carefully at. And there’s quite a bit of murk, or the devil will 
be in the details, shall we say, about how that remedy is ultimately 
negotiated. And I think the DOJ had a very good approach in 
Grupo Modelo. I think that is a template, but it is—it is something 
that will require very close scrutiny. 

Senator BLUMENTHAL. I thank you very much. I thank all the 
witnesses. I think you have really hit the nail on the head. On its 
face, this merger would clearly break the law. The divestiture is an 
effort to avoid that issue. Whether the remedy can be fashioned ef-
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fectively I think is, in fact, the million dollar or maybe billion dol-
lar question. Again, my thanks, Mr. Chairman. 

Chairman LEE [presiding]. Thank you, Senator Blumenthal. 
Mr. Pease, why should AB InBev be required to divest whole-

salers when it is not acquiring any wholesalers, let alone any as-
sets at all in the United States? 

Mr. PEASE. You are referring to that ABI is not acquiring any 
distributors through the purchase of South African Breweries. 

Chairman LEE. Right. 
Mr. PEASE. Because they are acquiring independent AB distribu-

tors currently. They have acquired five in the last few months and 
consolidated those into company-owned distributorships that then 
reduced the access for my members to get to market. I think we 
have to keep in mind that, again, my members are required by 
State-based regulation to use a distributor to get their products to 
market, and in the States where—in the metropolitan areas where 
ABI controls that distributor, they have a wholly owned distributor, 
that effectively shuts off one of the two plausible paths to market 
for my members. 

Chairman LEE. Mr. Brito, what is your response to that? 
Mr. BRITO. Well, we have owned wholesalers for more than 100 

years. This transaction will have no impact in the U.S. in the way 
we go to market, in our brand portfolio or anything. We own 21 
wholesalers out of a universe of 500-plus AB wholesalers. And it’s 
interesting to see that despite us having owned wholesalers for 100 
years, crafts have grown from 4 percent in the 1990s to 11 percent 
last year, to and the Brewers Association is saying it will get to 20 
percent by 2020. And, more interesting, the major wholesalers that 
we own are in New York, Boston, San Diego, and Denver, one of 
the, you know, hottest beds for the growth of craft beers in this 
country. 

So, I do not see any link between us owning wholesalers and 
craft brewers being disadvantaged in the marketplace. The facts 
prove quite the opposite, and I think the facts can help us here. 

Chairman LEE. Dr. Moss, your testimony indicates that the dis-
cussion really comes down to the sufficiency of the divestiture and 
the scope of the divestiture. Given that AB InBev has stated that 
Molson Coors will acquire 100 percent of SABMiller’s, quote, 
‘‘brands, breweries, intellectual property, and other assets,’’ close 
quote, doesn’t that mean that—that this merger will have little or 
no effect on the state of competition in the United States? 

Dr. MOSS. Senator, thank you for the question. I think you raise 
sort of the critical point in this case. Were there no remedy in this 
merger, it would be a presumptively illegal merger—a big increase 
in concentration, lots of control of really critical distribution. 

I would note that this merger is occurring against a relatively 
troubled backdrop in the U.S. beer market, evidence of coordination 
in the wake of the MillerCoors JV, lots of control of distribution, 
but also a growth of a really important segment that provides 
choice and diversity to consumers. 

So, I think getting it right, getting this merger right—and that 
means getting the remedy right—is really critically important in 
this case. So, backdrop is important, context is really important, 
which means, moving forward, whether that transfer of the 
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MillerCoors assets fully to Molson Coors really is fully effective, 
that has to be scrutinized very carefully. And so, that means really 
digging into the details of how that divestiture is going to occur 
and whether it will, in fact, create a fully independent Molson 
Coors. 

You know, I think this provides a really good opportunity to not 
only address some of the competitive concerns that are in the in-
dustry, at the same time we look at a remedy that fully restores 
competition. So, I think moving forward there’s an opportunity here 
to make some significant improvements in terms of protecting the 
independent distribution channel because craft brewers are so de-
pendent on it, and to—to perhaps prohibit certain types of behav-
iors that have historically been entrenched in the industry that 
make it more difficult for rivals to compete. 

Chairman LEE. So, ultimately the effect of the divestiture will 
depend on how it is executed, the implementation and the details 
of how it is actually carried out. 

Dr. MOSS. Yes. 
Chairman LEE. Mr. Hunter, let’s talk about this for a minute. 

Tell us how the operation of MillerCoors will be expected to change 
after Molson Coors acquires SABMiller’s interest in the joint ven-
ture. 

Mr. HUNTER. Thank you. thank you, Chairman Lee, and I think 
I am probably best placed to talk about the independence of Molson 
Coors. So, Molson Coors as a business is a U.S.-listed business. We 
will be the single shareholder, the single owner of the MillerCoors 
business going forward. Currently, we have 50/50 governance and 
42 percent economic interest in the business. And this is an asset 
transaction, so all of the MillerCoors assets will transfer to Molson 
Coors, and the MillerCoors business will be run as one of our busi-
ness units. We have a business unit in Canada, one in Europe, an 
international business unit, a global office, and the U.S. will be our 
fifth business unit. 

All of the brands are currently available to consumers, to cus-
tomers, and distributors through MillerCoors will remain in place. 
For those brands that we do not own—and it is a very, very small 
percentage of the volume—we have agreed a perpetual, royalty-free 
license arrangement. So, those brands are basically our brands to 
do as we see fit and grow those brands in the United States. So, 
it was very, very important that we could talk to our distributors 
about the maintenance of the business that they know and have 
been investing in since the joint venture was formed back in 2008. 

So, it really is business as usual, and I am very clear on the 
independence of Molson Coors. We are a U.S.-listed business, an 
independent business, and we still have the benefit of the govern-
ance from our founding families on our board, which makes us 
quite unique in the world of beer. 

Chairman LEE. Thank you. Senator Klobuchar. 
Senator KLOBUCHAR. Thank you very much. Thank you, all of 

you. Just a few more questions. 
Mr. Hunter, in the consent order resolving ABI’s acquisition of 

Modelo, the buyer of the divested assets, Constellation Brands, was 
made a party to the order. If the Department of Justice determines 
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that Molson Coors should be named as a party for the purposes of 
a remedy, would you have any objections to that? 

Mr. HUNTER. Senator Klobuchar, our view at this stage is that 
there is nothing anticompetitive about this arrangement and our 
taking full ownership of MillerCoors, and that is something I think 
we would need to discuss with the DOJ in due course. 

Senator KLOBUCHAR. Okay. According to your testimony, you 
talked about how this will allow you to boost production at 
MillerCoors’ nine U.S. breweries, create the opportunity to increase 
the barley purchases, which you mentioned about Minnesota. Could 
you provide a little more detail on how changing from the joint ven-
ture to the single ownership will actually boost competitiveness for 
you, make you a more effective competitor? 

Mr. HUNTER. Yes. The challenge for our business is to grow our 
business, and that is my intent as the CEO of the organization, 
and it is the intent of the 8,000 people that we have who are beer 
champions right across the MillerCoors organization. Our business 
has, since the joint venture was formed, been an effective number 
two in the U.S. market, but the market has changed pretty signifi-
cantly, as I think we have heard in detail through the course of 
this morning. Our intent is to get the business back into a stable 
position by 2018 and back into volume growth by 2019. That’s the 
ambition we have set for the business. And by being part of the 
Molson Coors organization, we move from two shareholders to one, 
simpler and faster from a decision-making perspective. We can uti-
lize our total North American footprint, so our Canadian business 
and our U.S. business, to drive further operational efficiencies and 
allow us to invest even more assertively at the front end of our 
business to compete more assertively. That is what we are about 
as a business. We have been here for the long term, and we want 
to be here for the long term. 

Senator KLOBUCHAR. Thank you. Mr. Brito, why does ABI want 
or need this acquisition? 

Mr. BRITO. Well, the main reason, Chairman, for this acquisition 
is really to get access to new markets in Africa, parts of Asia, parts 
of Latin America, and complement our portfolio. The beauty of this 
transaction in terms of strategic rationale is that the footprints of 
both companies are highly complementary, the markets where they 
operate. So, with this operation, with a few exceptions like the 
U.S., where we divested the assets, there will be no increase in 
market concentration in any of our markets around the world on 
either companies. So, that is the beauty of it. 

Senator KLOBUCHAR. All right. Thank you. 
Mr. Pease, just one more question on sort of the wholesaler issue. 

There have been described in your testimonies some allegations 
about wholesalers being coerced into dropping—dropping craft 
brew products by the major brewers. Some say there are many 
ways to distribute beer and that access to wholesalers that also 
carry ABI or MillerCoors products, not necessary. That is what 
some people say. I did notice from Exhibit C of your testimony that 
each of the 30 large—largest beer wholesalers carries either ABI or 
MillerCoors. So, do you think using non—and these guys are not 
alleging that is what they want, of course, but using non-ABI or 
MillerCoors wholesalers, is that even a possibility for the market? 
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Mr. PEASE. It is a possibility if you only are content to take your 
brand to a certain level. The true distribution horsepower is with 
the ABI option or the MillerCoors option. The small, independent 
option is feasible, again, to a degree, but you are basically going 
to be constrained to a fairly small geographic footprint. If you want 
to grow your business, say like a Surly, and you want to get into 
the chain grocery store or you want to get into the big-box retailer, 
you want to get into the sports venue, you are pretty much limited 
to one of those two options. And so, that’s why our focus on all of 
this is just about fair access to market for the smallest players. If 
nothing negative comes out of this deal that further restricts access 
to market for small and independent craft brewers, we’re going to 
be more comfortable. But there has been past and even current be-
havior of the relatively so-called independent ABI distributors that 
we would call into question. 

Senator KLOBUCHAR. Okay. And I will say that—you know, we 
have mentioned some of our brewers. Everyone has mentioned 
their own. But I think it is important to note there are big ones 
like what we have, Schell’s and some of the large—Surly’s, and 
then there are ones like Fitger’s, which is a restaurant in Duluth, 
and Canal Brewing, Lake Superior Brewing, and one that I visited 
called Castle Danger, which is literally in kind of—it is not a ga-
rage. That would be more dramatic. 

Mr. PEASE. But it is close. 
Senator KLOBUCHAR. It is close, in Two Harbors, Minnesota. So, 

as you know, the distribution is everything for these brewers. So, 
thank you for acknowledging that. 

Dr. Moss, one more question. I will ask you this question—or 
maybe someone else did when I was gone—but as we look at if 
there is some kind of—if the Justice Department believes there 
should be conditions on this but approves it, what conditions do 
you think would be helpful? 

Dr. MOSS. Thank you. So, again, I think that is—that is the key 
question here. I think, as I said earlier, any remedy will have to 
create a fully independent Molson Coors for it to fully restore com-
petition in the market. And, again, this is a troubled market land-
scape against which this merger is occurring. So, I think lifting up 
the Grupo Modelo divestiture package of conditions and moving it 
over to this particular merger may not be a sufficient approach. I 
think additional details, additional conditions on post-merger con-
duct of the companies will be important. 

For example, a remedy—a remedy would include at a minimum 
any prohibitions on contract brewing. Any supply agreements 
would continue to link the two companies together between Molson 
Coors and ABI. So, full independence means no supply agreements, 
no contract brewing. 

I think a good remedy would include prohibitions on any—any 
contracts with independent distributors that created incentives for 
exclusivity. I think that has been conduct that has greatly troubled 
this industry. Now, is the time where that conduct can be dealt 
with effectively through a merger remedy. So, prohibitions on ex-
clusivity provisions. 

I also think a remedy would address even preemptively any clo-
sures of capacity that are in very close proximity to this merger. 
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I have to say those types of closures are highly suspect given the 
proximity to this merger deal. 

Senator KLOBUCHAR. What was the last one? 
Dr. MOSS. Any preemptive closures of capacity at any existing 

MillerCoors facilities. And I would emphasize that a fully inde-
pendent Molson Coors would—would not have incentives to tacitly 
coordinate with ABI. We have economic evidence that shows that 
there was tacit coordination and price increases came out of that. 
So this, again, is an opportunity in creating a fully independent 
Molson Coors to prevent any further tacit coordination in the in-
dustry. So, I think a remedy is going to have to be really carefully 
thought out. 

Senator KLOBUCHAR. Very good. Thank you. Responses, anyone? 
I think we got through the barley/hops discussion. Mr. Brito, you 
responded to another Senator. Very good. So, we do not have to go 
there. All right. Well, I do not have any further questions. Thank 
you very much, Mr. Chairman. 

Chairman LEE. Thank you, Senator Klobuchar. Thanks again to 
all of our witnesses. This has been an informative hearing. We ap-
preciate your testimony today. 

The record will remain open for 1 week. We will be adjourned. 
Thank you. 

[Whereupon, at 12:03 p.m., the hearing was adjourned.] 
[Additional material submitted for the record follows.] 
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