A Gathering
Opportunity
As bars and restaurants recalibrate from the pandemic, openings exist for craft spirits brands
to drive more business in the on-premise. But how long will such opportunities last?
BY ANDREW KAPLAN

N

o one can predict the future,
especially amid a pandemic, but
at least when it comes to bars and
restaurants there are signs of hope
for craft spirits companies. Consumers are
going out again in big numbers, and what’s
more, premium bars, which play a crucial role
in introducing many consumers to craft spirits
brands, are performing the best of all the onpremise channels.
“The on-premise has come back,” says
Matthew Crompton, regional director North
America, of CGA Strategy. This past Mother’s
Day, for example, saw visitors rack up more
food and beverage sales per location than
any other Sunday in 2022. And other spring
events, such as the Kentucky Derby and
Cinco De Mayo, have also helped drive big
business. “Consumers missed out on a lot of
this over the last 18 months to two years or
so, and they really are starting to come back
in droves now,” Crompton says.
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In fact, consumers appear to be more than
willing to part with all that cash they socked
away during the pandemic.
“The young crowd has come back with a
vengeance,” says John Bassett, whose Iron
Vault Distillery, is located in a rural part of
Ohio, in Galion, a city of around 10,000
people. “The bars have reduced hours, but
nobody has said they’ve seen a lack of people
when they are open, though many of the older
patrons have not yet returned. I think they’re
just being safe.”
Some newer distilleries, like R/Farm
Distilling Co. in the small town of Mound City,
Missouri, population 1,004, have found local
residents, as co-owner Dylan Rosier describes,
“kind of chomping at the bit to get out and do
something.” R/Farm opened this past March.
Built on land farmed for four generations, R/
Farm’s story sounds a little bit like the movie
“Field of Dreams.” Pent-up demand has drawn
people from miles away.

“We’re in a rural area, so when everything
was shut down, there was really nothing for
anybody to do,” Rosier says. “Everybody was
really excited to be able to go somewhere and
just see people again, more or less, and be
able to do something fun. Our Saturdays have
been pretty consistent. We didn’t have any
idea what to expect and we’ve had probably
80 to 120 people just about every Saturday
that we’ve been open so far. We’ve been really
happy with that so far.”
CGA data shows the on-premise actually
performed better during the first half or so
of this year than it did than during the same
period in 2019, before the pandemic.
In April, 64% of American consumers
had gone out to eat in the two weeks prior,
according to CGA, and 38% had been out
specifically for a drinking occasion. And when
asked about future plans, the results were
even better, with 70% planning to go out to
eat in the next two weeks, and 43% planning
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to go out for a drink.
But before we get too far ahead of
ourselves, the situation is not all rosy. The
pandemic, for one thing, has left deep scars
that operators are having to adjust to.
“I feel like we lost a lot of residents during
Covid,” says Kathryn Kulczyk, co-owner of
the craft cocktail bar The Alembic in San
Francisco. “There was a mass exodus out of
the city. I noticed a lot of people missing, like
a lot of our regulars in Haight-Ashbury that
would come in all the time. I was like, ‘Oh, I
haven’t seen this person in a while.’ So, the
biggest thing that has changed is that San
Francisco is still a really, really expensive place
to live and unfortunately a lot of people had
to leave because of just the financial strain.”
In fact, operators say they remain faced
with a host of challenges, from the changes in
traffic patterns Kulczyk describes, to supply
chain disruptions, to a very tight labor market.
Many have had to cut back on hours and days
of the week and have raised menu prices or
had to figure out creative ways around the
supply shortages.
“For our beverage program, we’re trying
to have seasonality in what we’re doing, so
stuff that is brought in is seasonal and lowerpriced,” says Steve Lewis, owner/partner of
Chicago’s Meadowlark Hospitality, which
owns several properties in the city’s trendy
Logan Square neighborhood. “We’re also trying to do a lot of our own infusions with citrus
and syrups and fresh products to be able to
make some of our own stuff to keep costs low.
And sometimes we’re having to completely
rework our cocktail builds because we can’t
R/Farm Distilling Co. in Missouri

get things.”
What’s more, some worry that the relatively
good times the industry is now experiencing
may end just as it’s really getting started, as
inflation and other forces create further instability in the economy. And don’t even mention the
possibility of Covid rearing its ugly head again.
“We’re under no illusions there are still a lot
of tough things out there,” says Crompton.
“But I think for everybody in the industry, bars
and restaurants have managed to come back
perhaps quicker than we thought they would
do after the Covid-19 shut down.”
THE GROWTH IN PREMIUM BARS
While the total on-premise account universe
has shrunk by nearly 5% over the course of
the pandemic, premium bar locations in the
U.S. have risen by 27% over the same period,
according to CGA data. Also doing well are
fast casual restaurants, which saw locations
increase by 17% over the past two years. The
worst performers? Nightclubs, which shrunk
by 28% since 2020 and fine dining, which saw
locations fall by 20%.
The growth in premium bars especially is
good news for the craft spirits industry as the
channel is often a launching point for craft
spirits brands. According to CGA, 53% of
consumers say menu options and drink choice
in bars and restaurants influence their alcohol
purchases in stores. “Craft spirits is one of the
biggest categories that you’ll find in premium
bars,” Crompton says. “And what we’ve actually seen is a lot of places, which closed, reopen
with a more premium proposition.”
Customers expect more of a brand focus
in such premium venues, CGA research finds.
For both fine dining restaurants and premium
bars, 71% of consumers say they expect to
see a cocktail menu with a branded base spirit
listed in drink descriptions. That drops to 56%
at sports bars and casual dining chains, 49%
at neighborhood bars and 35% at dive bars.
“Spirits are driving the trend (at premium
bars),” Crompton says. “These are very much
spirits-focused places with mixologists almost
becoming celebrities in their own right. It’s
everything that young people—the Gen
Zers—love in terms of giving brands a story
and having a real skilled, trained bartender to
talk you through what each brand does, how
it all fits together and make you a great drink
that you can’t get at home.”
THE GREAT RESIGNATION SPELLS
OPPORTUNITIES FOR CRAFT SPIRITS
One of the other changes wrought by the
pandemic, however, is that many of those
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same bartenders are no longer there. The
Great Resignation hit the hospitality industry
just as hard, if not harder, than other industries. Many bartenders either left the industry
entirely during the Covid shutdowns or have
moved into other positions. This has given
rise to a fresh crop of new personnel in many
on-premise locations. The result is a challenge for craft spirits companies, as some of
their advocates may have moved on—but also
potential opportunities.
“We’re seeing a resurgence in newer
faces coming to bartending and wanting to
work with spirits,” says Laura Kanzler, trade
marketing manager for Hotaling & Co. in San
Francisco. “There’s a lot of younger people
entering the industry now who haven’t worked
on that side of the bar.”
Adds Alex Barbatsis, bar director at the
craft cocktail bar and music venue The
Whistler in Chicago: “A lot of people just left
the restaurant industry and the service industry. On the flip side, that opened up a lot of
opportunities for people who want to get into
bartending. At some of these hot spots you
could work for five years as a barback before
somebody left. But now it’s like you could
become a bartender pretty quickly.”
Kanzler sees it all as an enormous opportunity for craft spirits companies wanting to
expand their on-premise footprints. “There is
this fresh wave of people who need to learn
and want to work with products,” she says.
“When I think of it from a sales perspective,
that’s fresh opportunity. This is a chance to
introduce your products, your story, your
brands to people who haven’t been able to
experience them or haven’t been in a decisionmaking capacity yet.”
Adds Barbatsis: “Once you have a favorite,
it’s your favorite, right? So, it’s a good time to
start introducing people to your products, to
get ingratiated.”
“There’s a bit of a vacuum going on that
needs to be filled,” says Crompton. “And that
gives an opportunity to craft spirits because
not everyone’s going to be trained upon major
supplier A’s portfolio and so on.”
CGA has found bars and restaurants have
enormous influence on consumers when it
comes to spirits. The research firm found
62% of them do not decide what they will be
drinking before visiting the venue every time
or almost every time. Males are more likely to
decide in advance (47%) while females are
less likely to decide in advance (30%).
The firm also found that bartenders and
servers are essential to drink choice. The number of customers who take recommendations
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At Bozeman Spirits in Montana, founder Jim Harris (bottom right) has noticed that
the busy time for visitors has gone from late afternoon and early evening to midday.
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from venue staff about what to drink was
56%. And the younger they are, the more
likely they are to take recommendations.
Those between 21 and 34 years old were 70%
likely to take recommendations, those 35-54
years old 66%, while those 55 and older, 39%.
CONSUMERS ARE LOOKING
FOR EXPERIENCES
Another segment of the on-premise that is
growing are experience-led bars, also known
these days as eatertainment venues. They can
include bars with arcade games, bowling, ping
pong, etc. According to CGA research, between the fall of 2020 and the spring of 2021,
such venues saw visitation grow by 4 percentage points, from 4% of on-premise venues
to 8%, or from 9.5 million to approximately
18.3 million people, as consumers who had
been quarantining were eager to re-engage in
activities outside the home.
“People want to have an experience that
they can’t get at home and they’ve not been
able to do that for so long,” says Crompton.
Kanzler even predicts 1980s-style flair
bartending (think Tom Cruise in the movie
“Cocktail”) will return. “I think that creative
service is going to make a big comeback,”
she says. “A little bit of a nod to the 80’s flair
bartending will probably be a thing. It’s something that’s still around now, but you don’t see
it very often. Showmanship I think is coming
back a little bit. And not in a serious way,
more like ‘watch and be dazzled.’”
While one in four nightclubs have by now
closed across the country, Crompton also sees
this as leaving potential new opportunities.
“This is not to say that nightclubs are dead,
of course not,” he says. “The nightclubs which
survived are the ones which are truly doing
something different, giving their consumers a
great offer, and a great experience. And that’s
really what the on-premise is all about.
“People love to have a reason to go out, it’s
a new way of socializing and doing different things,” he continues. “It’s the Instagram
culture of the world. You’ve got your fancy
cocktail while you’re launching an axe at the
wall. Anything for that Instagram moment and
those places give you that in abundance.”
He says such venues, along with casinos,
stadiums and the like, are also fertile ground
for canned or ready-to-drink (RTD) cocktails.
But there is also room for RTDs in regular
restaurants or bars as well. Some 18% of
on-premise visitors say they drink RTDs in a
restaurant or bar, with 53% of that being a
spirits RTD. “So, they are gaining popularity
in the on-premise, but it’s still relatively small
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compared to the off,” Crompton says.
CONSUMER HABITS SHIFT
The shift to more people working from home,
which continues often as hybrid working today, has also had an enormous impact on the
on-premise, the depth of which is still being
revealed.
For example, Crompton says more hybrid
working-from-home has given birth to a
“weekend millionaire” trend, with customers
going out more frequently on the weekends
instead of after work on weekdays.
As a result, many bars and restaurants
have recalibrated their businesses to this new
normal, taking advantage of the new traffic
patterns, while also finding it provides some
benefits to their own business models.
For example, The Whistler in Chicago has
changed the days it is open from seven days
a week to Wednesday through Saturday, with
possible expansion back into Tuesdays coming soon as traffic picks up again. Barbatsis
says the change has provided the best of all
worlds for The Whistler team. Having SundayTuesday off from work provides a much-needed mental health breather since business gets
compressed into those days they are open,
while also fitting with the busier times of the
week at this point in the pandemic for a bar
like The Whistler.
“I think a lot of people are just mostly going
out [on] weekend nights now,” he says. “(The
other) days are not going to be profitable for
the foreseeable future and so let’s just make
sure we have built-in days off for our staff,
which is awesome because Saturday night gets
done, we clean up and then we just relax and
we can sleep in, not have to worry about things
like is someone going to get sick and we have
to cover their shift or things like that. We can
do whatever we want for the next few days and
that’s it. It’s just a more pleasant lifestyle.”
CGA has also noticed a shift to younger
drinkers going out earlier in the day.
Specifically, CGA has tracked a fall-off of
traffic in the early evening, 5 p.m. to 8 p.m.,
since the pandemic. That part of the day for
a drink occasion has fallen by 9 percentage
points between the fall of 2020 and fall of
2021 to 53%, though it is still the busiest time
for visits.
For example, Jim Harris, founder of Bozeman
Spirits in Montana, noticed that the busy time
for visitors to his distillery has gone from 4 p.m.
to 8 p.m. pre-pandemic, to midday. “The majority
of our sales are done during the day time now,”
he says. “It totally flipped. Is it people working
from home and they can go out whenever they

“Craft spirits is
one of the biggest
categories that you’ll
find in premium
bars. And what we’ve
actually seen is a
lot of places, which
closed, reopen with
a more premium
proposition.”
—Matthew Crompton
of CGA Strategy
want? I don’t know.”
Growth overall, according to CGA, has
been in brunch and lunch visitations, which
have increased by 5 and 3 percentage points
respectively. Also up are midafternoon visits,
by 1 percentage point. “The big change is
brunch and lunch,” Crompton says. “Brunch
and lunch were big anyway, but it’s gotten
even bigger on Saturday and Sunday with
people going out on the weekend.”
Crompton says spirits are positioned
particularly well for such changes. “When we
talk about why the spirits category is winning,
partly it’s because it plays so well across all
dayparts,” Crompton says. “While some of the
other beverage alcohol categories have had a
harder time selling throughout the day.”
Out of every dollar spent in the on-premise
at a bar or restaurant, 44.7% is on a spirit
brand, up 2.1 percentage points from January
2020 to January 2022, according to CGA.
That is compared with 39.4% for beer with
hard seltzer (down 0.5 percentage points),
15.9% for wine (down 1.6 percentage points),
and 38.1% for beer without hard seltzer (down
1.2 percentage points). “Two percentage
points doesn’t sound like a lot,” Crompton
says, “but that’s a hell of a lot of money when
we look at the full size of the pie here. So,
spirits very much is the winning category at
the moment.”
In fact, Lewis, of Meadowlark, says that a
saving grace during this time of shortages has
been the craft spirits industry. “I think it’s a
fun thing that there are so many other smallbatch distillers that are still producing great
stuff that there’s a ton of options,” he says.
Along with weekends, some have also
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Alex Barbatsis of The Whistler

noticed the middle of the week, especially
Wednesday and Thursday, becoming more
popular for the on-premise. The theory among
some is that it’s become the most popular day
of the week for hybrid workers to be in the
office. “People are commuting, or they have
meetings that they’re having again,” says
Kanzler, “and nobody wants to have a Friday
afternoon meeting, right?”
Nels Wroe, founder, Dry Land Distillers
in Longmont, Colorado, says his downtown
business community has noticed the impact
of the newfound popularity of Wednesdays.
“That day has become a new bright spot for
everybody which I don’t think any of us saw
coming,” he says. “We heard this from a lot
of restaurant owners. And Wednesdays were
never anything that anybody would have
banked on before. We weren’t even open on
Wednesdays prior to this because they were
pretty lackluster.”
As a result, the City of Longmont’s downtown historic district decided to launch a
downtown Wednesday happy hour program
with multiple businesses participating. “We’ve
done a couple of them,” Wroe says, “and
they’ve been phenomenal, strong or stronger
than some of our Fridays and Saturdays.”
FUTURE OPPORTUNITIES
If hybrid working continues to be a thing, as
most suspect it will be, look for the middle
of the workweek to continue to take on new
importance for bars and restaurants.
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“A lot of the trends we’re seeing now were
happening previously. It’s just that they’ve
been accelerated because of Covid,” he says.
“So, with that in mind, I think a lot of things
will stay around.”
Along with RTDs, non-alcohol spirits also
continue to perform strongly with lots of
white space for them in the on-premise.
“It’s still relatively small in the on-premise,
but definitely getting harder and harder to
ignore,” he says. “We’re seeing more and
more brands enter the space, not just low and
no-alcohol beer, but also actual non-alcoholic
spirit companies as well. There’s many of them
out there.”
Kanzler, of Hotaling, thinks consumers will
be of two minds when it comes to cocktails.
“We’re probably going to see lower alcohol
options continuing to grow, like aperitifs and
non-alcoholic cocktails and we’re also going
to see heavy, large format, high-octane fun
things happening as well,” she says. She also
predicts shared formats like Scorpion Bowls
will grow in popularity, for example, as the
fear of spreading germs fades away.
Crompton also sees some potential for
growth of craft spirits in the fast casual segment of the industry. “The challenge is what
can be done in this type of location to bring
your products to the market? Because you’re
not going to have a skilled bartender working
here.” He suggests RTDs and hard seltzers
can grow in this channel because they provide
a quick turnkey solution for busy locations.
The better use of outdoor spaces for the
on-premise is another change caused by the
pandemic that many distillers believe will
stick around. Highside Distilling, located on
Bainbridge Island, Washington, near Seattle,
was able to convert some of its parking lot
space to seating. “We’re still seeing people
Steve Lewis of Meadowlark Hospitality

that will even when it’s rainy or cold out
request to sit outside just because it makes
them more comfortable,” says co-owner Matt
Glenn. “Being able to have that has been
huge because we have such a small indoor
space that it probably would turn people away
if we didn’t have the option to sit outdoors.
We’ve been in touch with our landlord and we
have the intention of keeping that as kind of a
permanent fixture for our facility.”
Adds Wroe, of Dry Land, “The change we
see with patrons is very much around cautious optimism that, ‘OK, maybe we’re out of
the woods, but we’re going to be a little more
careful.’ So we have many patrons that choose
to sit outside more than they would have in
the past. And so we see some permanent
changes [to] making that outdoor space more
of a true extension of the distillery.” For example, state and local governments are working with them to encourage and facilitate the
expanded use of outdoor space, Wroe says.
After two years of being knocked back on
their heels by the pandemic, Crompton would
also like to see a shift to a more proactive
approach by beverage brands. “This means
actually leaning into operators and truly understanding what they want—it’s not one size
fits all—but offering proper solutions, great
stories, and really helping them in a proactive way rather than waiting for the next rule
change or the next whatever it may be,” he
says. “And really helping them promote different types of drinks on the menu.”
The million-dollar question is just how long
will these good times for the on-premise last?
Already, mounting strains on the economy
are appearing. Supply chain disruptions
and rising prices are already having some
impacts that could cut down on the ability to
craft spirits brands to take full advantage of
today’s reopenings.
Rob Lewis, co-founder Spiritus Law, a
hospitality and alcohol law firm, says he is already noticing venues beginning to cut back.
“They’re limiting their menus, they’re really
focusing on high demand items and readily available ingredients and locally sourced
ingredients because it’s just easier for them
and less expensive for them,” he says.
And yet while no one can predict the
future, on-premise operators are, at least for
now, celebrating the first extended period of
stable sales in two years. As are their customers. Says The Whistler’s Barbatsis: “People
are happy to be back, happy to be partying,
happy to be dancing, happy to hear live music—that part’s nice. It’s just a little different
from before.” ■
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