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C RAFT Y  MOV ES  print  email

By MICHAEL POOL   

Boutique brewers prepare for hops 
shortages and increases in barley prices.
 
2007 was a good year for beer. Especially craft beer. 

According to the Boulder-based Brewers Association, craft-beer sales increased by about eleven 
percent nationally in the first half of 2007 compared to the same period in 2006, meaning that for 
the first time ever, craft beer surpassed a five-percent dollar share of total beer sales nationally. 
Beer sales as a whole increased nationally by about one million barrels compared to the same 
period in 2006, with craft beers accounting for 400,000 of those barrels. 

In light of all this growth, the future seems unusually bright for the craft-brewing industry. There are 
just a few problems: Drought in Australia, poor crops in Europe two years running, demands for 
ethanol that have caused many farmers to switch from barley to corn, and a decrease in hop 
farming in recent years have led to both a shortage of hops and a hefty increase in malt barley 
prices. Which means that both the cost and the methods of brewing beer may be changing 
considerably in 2008. Especially for smaller craft brewers.

 “There are definitely going to be shortages in 2008,” says Doug Odell, master brewer and owner of
Odell Brewing Company, which grew roughly eighteen percent in 2007. “What we’re finding is that
for the next several years, the supply on malt barley will be fine. The price is just high. But hops
could be a different story.”

Price-increase estimates vary depending on the variety of hops, but some of the more popular 
varieties, such as Cascade hops, nearly tripled in cost in as little as two months last year. Malt 
barley prices have gone up by as much as seventy percent in some cases.

What’s worse, the shortages and high prices probably aren’t going to get better anytime soon. It
takes several years to plant and harvest a crop of hops, and malt barley prices are expected to
continue rising, at least for the near future. 
 
What does this mean for the craft-beer community? It may depend on whom you ask — or rather,
who already has future-supply contracts with suppliers for particular hops varieties, as well as strong
enough sales and distribution to overcome the profit-cut from rising hops and barley costs. 

“It’s like telling a gourmet chef, ‘Okay, you can use salt and pepper but not cayenne or rosemary or
thyme.’ Malt barley is like the raw ingredient in a food dish. Hops are like the spices,” says Tom
Peters, owner of Fort Collins Brewery, which grew a whopping eighty percent in 2007. “It can stifle
your normal creative abilities, because you can’t get some varieties of hops if you’re not already
contracted for that variety.” 

Those breweries with future-supply contracts will still feel the effects of the shortage in other ways. 
For example, Anheuser-Bush is expected to raise prices in early 2008, and both Odell and Fort 
Collins Brewery are also slated to increase prices in early February. Other changes may be about 
more than finances.

“We sign supply contracts every year,” Odell says. “So are we going to be able to get enough hops?
Yes. But are we going to continue to be able to get all of our varieties? It’s not looking good.”

The scarcity of certain specialty hops may ultimately lead to recipe substitutions or even 
experimentation with alternative flowers and grains at some breweries. 

“I think brewing is about to get more creative for everyone,” Odell acknowledges.

Peters agrees.

“I think you’ll definitely see people trying new things,” he says.

As brewing operations adapt to changing market conditions, some feel that the craft-beer market
share might shift a little toward those breweries with the best supply connections, including large
operations such as Coors and Anheuser-Busch, who have already begun to venture into that segment
anyway. But for the moment, both Odell and Peters feel that local breweries with the necessary
supply contracts aren’t in any danger of losing their market.

“Large American brewers are extremely technically advanced. From a quality standpoint, they can
definitely brew great beer of any kind. But I think that if you’re looking for an American-style
pilsner, you’ll go to those breweries. If you’re looking for an IPA or some other craft beer, I think
people prefer to buy those beers from brewers like us,” Odell says.

Peters agrees.
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“If you were going to go out and buy a Lamborgini, and Ford said they were building a car of equal
ability, you’d be skeptical. If they do a good job, competition is a good thing. If they spoil the
craft name, that’s not good.” 
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