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LOOKING
LONGTERM

Tequila's steady prograss in the Far East has not matched its recent dramatic
growthin the West, bul exporters are nonetheless contemplating the future
with optimism. Chris Losh reports

hile worldwide
sparits sales
have generally
spent the last
few years strol-

ling the gentle, but inexorable
path of diminishing renwrns and
declining  sales, Tequila has
happily bucked the trend, strut-
ting 1ts way confidently upwards
im the other direction.

Though starting from an
admiteedly loar base, this cactus-

based spimt has taken great |

dlelight in spiking the guns of its
PN [rEStgious comperitars by
increasing sales at a steady bur
cansastent rare of around 3% a
vear, and by 2000 15 expected
camforeably to pass the psycho-
logically important fve malkion

case barnes. I will bea signal that |

the drink i poised vo pass from
PAMOETY CIATI0 D0 SEri0uS player.

Moreover, this pgrowth is
unsmally well-balanced. The
bigger volume value brands are
showing a steady growth, but the
Premmium sector has ssen enor-
mobs inereses, with top-range
brands such as Seagram's Patrdn
and Sarerac’s Herradura showing

40%, figures that any Scoch or
Copnac house would kill for.

The sizns all point roa product
in the redest of health: ane chat
15 antracting new dankers, bt
which is increasingly aliowing
EXTRIG CONSMETs 10 track: up 1o
avaniety of options.

This, at any rare, is the happy
sitwation in che 1S, Tequity'’s mos:
marure market, and one which
takes around 80% of the drink,
bwar there aiee signs thar Eusopean
enarkoets are srarming w follow suit,

"The ethic of buying

on reputation hasn't

changed. However,
these is a damand for
true premium and a

wilingness to fry
the unknown'

ing and the most ohatinate of nus
fowr the drinks” trade o crack.

Youth-driven
1 suocess in the West is any guar-
antee of being a hit out East, then
the o Tequila which should be
abde o make an impoesaon on the
Ausia Pacific soere 15 Jose Cuervo,
comfortably the world's biggest
seller, wath 2.2 million cases,
nearly half the Tequila shifred
thircsghour the wiorld.
According to Ed Hinde, direc-
tor for the brand in the region,
Jose Cuervo s ‘ether plentiful or
gaimirgg. There’s really not a lot

| ot there bessdes us
arowth reckoned to be arcund |

Asian markets, though, have long |

proved 1o be both the mest entic-
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Cuervo began to dabble in the
far east abowt 10 vears ago, barit
i since signing up with 1DV five
years back thar the marker has
really stanted o ke off, aving ot
the best selling Tequila by some
way, Hinide is cagey about exact
saless figures in the region, but he
believes thar Cuervo is, in serms of
volunse, roughly ona par with
Seaarmoi v in terms of sales.

Hinde cites one of the reasons
fior chis impressive return as being
the growh in the young drinkers”
muarket, In the same way that the
urder-30s in Europe tend to reject
the sparies that their parents drink:

{win¢ in France, Scotch m the UK,
for instance] so the vounger
generation i the Far East has
moved away from tradinonal
rice-based spints,

Their search, though, has not
taken them into the waiting fand
desperare] arms of the Cognac
howses, but, for the most part into
the warkd of aleopops, where fun
andd fashion replace hentage, and
the designerlabel is king.

Tequila is, m a sense, the spints
version of the alcopop, making
few claims to veneration and
having 2 decidedly lively image,
This may not be ideal for dark
spints, but i is perfect for
Tedunla's tarpet drinkers.

“The young adult consumers m
Asza Pacific are very open to ocher
consumer tastes,’ says Hinde.
They idenaty with the drnk
a5 being American rather than
Mewican. A lot of the early
CONSUMmETS Carne aver tothe States
1oy stuadly and developed a taste for
the drink while they were here.
They picked up on the Amencan
Ixbestybe and youth culture, and
Tequika isa part of that,”

Increased air travel may have
reduced the size of the world and
encournged cultural homogenety,
Bsut Tequila does have an undeni-
able advantage over mose staid
drinks when it comes to the Far
East in that at taps mio the
regiomal penchant for drinking in
public rather than m povate,

‘Back in the Far Eas, young
peaple tend to come to Tequila
throuph drinking it as slammers
in the bars. Ir's highly rimalised,
and the venues are loud; fun
phices.” says Hinde.

Clearly, then, the rise of Tequila
and the prodhems faced by Scotch
and Cognae are not related, The



IeuuILAa

dmnk s carving ot s own niche,
not poaching disaffected con-
sumers fram the more cradinonal
(mirsthy cark ] Asian spanrs.

"Cogmac, whisky and Tequila
appeal wo quire different con-
sumers, savs Johm Rodsers, vice
preswlent, ntermanonal  brand
director  for Tequila  Sausa.
“Conyad conipetes direct |y againse
wehisky and shochm for busings-
memaboe 35, Conversely, Tequika
% picking up new consumers
emerging from the initanon seape
of aloohed comsumption,

|1' is Ihi.s {w|'i|:]_; of |:\1_'ing 1 G4
the birth of 2 new market which
is exciting the Tequila haroas,
thowgth every producer active in
the regeon stresses thar this 15 a
muarket thar iz really wairing o
ake off rather than one which is
semang pulses racing reght now,

The Mexican Desnileria Por-
fider 15 unusual in citing the Far
Easx as being one of s maper
expont markets, vet the remon il
lags behind the LiE T
wears, accord
the compar
There s, th
tn thiss el
TEFIRY,

M —tencal
Tor qualiey's inevia bly
T s FTls1A |lm-:'|’ \-'l'.lll!llt‘lﬁ.

A por l,'|!|||'l|u¢-.$ i phice
on higher qualine, estare-botled
Tequila heanck o heanded Toquiliz
in general msacad of poce-hyper-
sersicive BOR bolk Tequils for
\h[g.qriu;. which acoount for the
mapr |:1.|r|icn'|-:|l’|.'x|x.|r|.‘u.' he gy,

Max [ Shapira, executive vice
president of Heaven Hill dis-
tillers. maker of Two Fingers,
agrees with this, pointing out thar
simply studving ehe sales figures
dosn't el the whole story.
Whale sull relanively soall ax chis
time, the category is positonssd
fepr - suberantial growth m the
future,” b says.

MNaturally; the swost matuee of
the markets e Asia Pazific &
Japan, with areund quarter of 2
malliom hires of Tequila consumed
a vear. A small bue signibcant
menver here 55 the LS based
Robert Denton & Co, which
eschews pedding the langeeselling
ghevhal brands in faveur of work-
g the wpend mche market,
with ies El Tesoro de Don Felipe
andd Chimaco Teguikas.

ur sales i Japan have
increaseed merementally over the
last three vears,” savs Rober

Dencon, dhe company's direcron
“There is a prowing marker for
high-end products such a5 ours.

Though Demon concedes thar
the problems Faced are, ar this
stage, larger than che acrual
skt b £osp 15 optstic abour
the long-term funare for Tequala in
the repion, pointng our thar
culoal differersoes may noc be so
grear x5 ar Hrstappears.

'Mo brand can
survive [ong term
based on packagng.
The major emphasis
has to be on the
product quadity itself
| MatnGossl |

“The complea narure of “face”
15 alwaws a novstery to Westomers,
bt i, ‘Boe 1 don'e chink that
there 55 50 mach 2 “face problem”
A% percepaion of qualicy problen.

Tequala s almostabways i acock- |
il im fapan., and cockrails aze a |

voung persons drink.”

Al of which means thar iris or
*face” thar i Impootant, so mach
as hipness or conlnass, As Sanza’s
Rosdoers neatly pues i “This MTV
generarion has mose in comimon
with iz western countespares than
was the case bor their Cognas and
Seorch donkimg alder brothers.

Mg bevond being 2 “drnk
of the wroment’, could. indeed,
be Tequila's banpese challenpe.
Eastern markers are notoriousky
fickle, and though the drink is
happily surfing ehe yourh weave ar

| the moment, there 35 mo relling | unlocked the Onenral waller.
whether im 2 vear's nme this wave |
will be approaching txdal propor-

wionws or will have crashed on the
share of discarded fashien.

The only way 1o safeguard
apainst this empocaress is (o
buald o foundarions  solid
cnowgh o mrancoend chec, and chis
i5 where the producr’s ranaway
snccess in Europe and de U5
realty pavs divsdends.

“The ethi o8 baving ou repaca-
tion basn'r changed much,' savs
Deenten. “There never seems oo be

i mich demand fn?mdm:ts tha
are nor great lars elsewhere, This
ig nwon the marker vo launch new
conepis. However, i s3vang that,
there 85 a  demand e
preminm and 2 willingnes t oy
the tmknown.”

The right look

When it comes to moving the
unknown, packaging has histor-
walle been the keyv with which
the Western producer bas

SOUTH EAST ASIA SPIRITS MARKET VALUE
1995 AND FORECAST VALUE 2000

19498 2000 % ohangn
Iapan 12,2360 11,7350 -5
Hong Kong 206.0 274.0 a4
Indonosia 0.7 11 K
Molpysia &7.3 B0 i
Fhilippines 1,020.4 13781 35
Singapore 14z2.0 143.4 o |
South Koren ATE.E a82.7 T |
Talwnn 284 116.7 % |
Thailand 93.0 1131 22
TOTAL 14,3426 14,323.4 -

Source: Euromonitor

‘Make it fancy and play the
hericage card and you can charge
thee earth’ ran the argumenr. Bur
this armude, which relied on the
ignorance of both buyer and
seller, 55 chanpng.

impressive array of differ-
ent borde stvles in this Geld
depends largely on whether the
exporters are feving o hisch
the donk o rhe American or
Mexican bandwagons.

Two Fingers Tequila, which
sells throwghour somheast Asia, is
perhaps the mosr abvious exam-
phe ot what Heaven Hill's $hapira
salle*eradinonal non-madivonally
packaged Tequils'. The bortle,
unnsially, i blagk, and chough
“Proctiscr e Mestion” is writ lange
on the babel, che lack of Azeec
clichés gives the spirir an almast
stareless feel.

Ser against this philosophy 15
Porfidio Tequila, whose ‘cacnss in
abortle’ is abour as Mexican asir
i possible vo ger. According o
Grrzessl, | 8- 'n-.;.vﬁajlr
it 38 4n
buair, 15

suarvive bong-rerm tased on p
aging alons, he save, “The major
emphasis has o be bated on
the produc quality iself, with
congraens prckaging ehar reflocrs
dhequahicy of the contenzs.”

‘The Japansse consamers, espe-
cially the vounger ones, are
becoming wiser,” agress Danton,
‘Discounting is the thing now. The
ofd concepe thae., in the Orient,
*Hizher poces mean hagher qual-
ity and 30 we'll price it high” is
becoming 2 dead issve.”

Tequila has mot plunged head-

inro the Far Easern market

| wirh wild abardon, bur mhere

are oprimistic conchasions ta be
drawn from its demre, cautious
entry. The era of svernight rags-
to-riches drinks sales in the Far
Eastmay be gone, bura growing
sophisticarion, an ncreasingly
SWAIC VOIUGEr generanon of
drinkers, and, crucially, produet
appreciation could herald grear
daysahead for chose wirk the fore-
sight and panence ro rake chem.
As Denvon savs: “The fmre is
bright. Wi are in the marker and
growing: constantly @rowi
Where 5J':1.'|]| it sopd gﬁ‘ﬁ-’e :i
riowhere near the o, ]
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The Mexican Destileria Por-
fidio 1s unusual in citing the Far
East as being one of its major
export markets, vet the region still
lags behind the US by a couple of
vears, according to Martin Girassl,
the company’s export director.
There is, though, he believes more
to this than just the relative imma-
rurity of the market: the orienrtal
penchant tor quality is inevitably
going to mean lower volumes.



Set against this philosophy is
Porfidio Tequila, whose ‘cactus in
a bortle’ 1s about as Mexican as it
is possible to get. According to
Grassl, however, packaging, while
it is an important initial consumer
bait, i1s no longer enough to guar-
antee repeat purchase of a product
in the way it once did.

‘No brand can expect to
survive long-term based on pack-
aging alone,’ he says. “The major
emphasis has to be based on
the product quality itself, with
congruent packaging that reflects
the quality of the contents.’



