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Abstract

The craft beverage industry is facing several threats, including market saturation, changing
consumer preferences, and economic uncertainty. As such, policymakers, industry groups,
and other stakeholders are seeking ways to enhance the longevity, resiliency, and
sustainability of the industry. This report utilizes consumer and producer data, along with a
regulatory benchmarking report, to provide an updated and comprehensive perspective on
the current state of the craft beverage industry. In conducting this analysis, we provide
strategic considerations and recommendations on how to best support the industry moving
forward.
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Executive summary
Michigan’s craft beverage industry faces a difficult inflection point. Markets are maturing,
consumer preferences are evolving, and regulatory complexity and macroeconomic
uncertainty are making it difficult for small and mid-sized firms to adapt. As such,
policymakers and industry groups are seeking ways to support firm profitability and the
industry's long-term sustainability.

This study employed a multi-pronged approach to provide an updated outlook on the
craft beverage industry, using a consumer survey, producer study, and benchmarking
analysis. In doing so, the study (i) gauged consumer purchasing preferences and policy
preferences across local craft beverage markets, (ii) analyzed how craft beverage producers
are responding to recent challenges and how they can best be supported, and (iii) outlined
how current state regulations and consumer characteristics correlate with craft beverage
industry development.

The consumer survey was distributed to a national panel of 1,504 U.S. craft alcohol
consumers to gain insight into their purchasing and policy preferences. The main component
of the survey was an economic experiment that allowed us to understand which
characteristics of craft beverage producers are most and least important to them when
deciding to visit an on-premise location. The list included nine overarching characteristics,
based on a consideration of available literature, online resources, and feedback from
stakeholders. Through advanced choice modeling, we determined the relative importance of
each characteristic, providing valuable insights into the tradeoffs consumers make between
attributes such as product quality and local or sustainable practices. Additionally, we ask
questions related to consumer preferences for policies that can help promote craft beverage
markets, as well as general questions about their drinking patterns. The results can clarify
the evolving consumer drinking landscape, as well as help businesses make informed
decisions about their business model, product offerings, marketing, and other key factors.

The producer survey targeting Michigan craft beverage producers was structured
around three key themes: policy preferences, industry outlook, and general business
operations. It included an economic experiment to understand producer policy preferences,

which can inform policymakers on which issues producers believe should be given the most



attention. Additionally, given the current uncertainty in the industry, we asked
supplementary questions about producers’ perceptions of the industry's state. This included
perceptions of the biggest challenges they are currently facing, how they anticipate adjusting
their business model moving forward, and their overall outlook on the future of the craft
beverage industry.

The benchmarking component of the project aggregated state-level information on
regulations and consumer characteristics to understand the factors related to a stronger or
weaker presence of craft beverages. The analysis was conducted for three segments (beer,
distilled spirits, and wine/cider). Using regression analysis, we identified correlations
between state policies, consumer characteristics, and various outcome variables (e.g., the
number of craft producers, jobs in the industry, and economic impact). These can provide
suggestive trends on how policies correlate with industry performance or development,
although additional work is needed for a more causal interpretation.

Combined, the results offer valuable insights into strategic considerations and
provide recommendations for policymakers, industry groups, and individual businesses. To
convey these results, we have prepared a five-chapter report that outlines our procedures,
presents the results, and provides recommendations. We include strategic considerations for
the MCBC at the end of key chapters, and conclude with additional suggestions.

Some of the common themes and recommendations that emerge throughout the
report include: (i) leading with quality before focusing on value-added attributes, (ii)
prioritizing distribution reform and simplifying regulatory complexity, and (iii) developing
cross-category collaboration on key policy issues and possible business partnerships. We
hope that these results will help the MCBC support its members, inform business decision-

making, and spark avenues for further research in these areas.

ii



Table of contents

Chapter 1. INtrodUCHION. ... 1
MOTIVALION oottt b bbb 1

2 2T 24 (010D e PN 1
RESEATCH ODJECHIVES ...t et 5
Chapter 2. CONSUMET SUIVEY ...ccoimsmmsmssmsmssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssses 7
L83 AT 7

LY =] 0 (o0 (0] (o3 o2 7
RESULES oottt s 11
Sample summary statistics and general drinking trends ... 11
Identifying which characteristics are most important to CONSUMETS.......cococenurneersereeseeseens 20
Exploring differences in preference ordering across sub-groups.......rnenn: 27
Evaluating consumer poliCy preferences..... . 27
ASSOCIATIONS .eveieeerisieis i 29
SErategies T0 EXPLOTE. ...t 31
Lead with quality, then focus on value-added attributes ........covvnnensnnnsnesennesensenens 31
Promoting variety in the taPTrOOIM ... eereceeeeeeeeeeeseeeeseeeesessessesssssssssssssssesssssessssssssssssss 31
Designing on-premise locations for SOCIal EVENLS ........coercerrereereereeneeseeseeseeseeseeseeseeseesersesseens 31
Connecting with the local COMMUNILY ..o 31
Adopt a test-and-1€arn CAUENCE. ... 32
Chapter 3. ProAUCET SUTVEY ....c.cuuiimisissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssens 33
OVEIVIBW ottt bR bbb 33

1LY L0 0 0T (0] (0] = PP 33
] U L3PPSO 34
Summary statistics and producer Profiles ... 34
Producer POliCY PreferEnCes. ...t 36
Sentiment about the outlook of the craft beverage indusStry .......ccoonnenenenenceneneeneneens 40

N 0o LT o O o1 0) 4 1) (6 1< P OO 43
Prioritizing distribution reform and simplifying regulatory complexity ........cccouosenereenas 43
Leveraging tourism and collaborative marketing .......cccooneneneeneereensessenseseesseseeseesessseseesesseens 44
Reframing financial and taX SUPPOTL ... ececerrereeeeeeeeeeeseeeeseesesseessssssessssssssssssssesssssssssssssssas 44

iii



Support adaptive business MOAELS........ccurrnreninenn e ssens 44

Collaboratively address COSt PrESSUTES ... ssssssssesssssssesssssssesssssssens 44
Chapter 4. Benchmarking best practices........smm 45
003 A T 45
Benchmarking in the craft beer INdUSIIY ... s 45
Methodology and data.......eni s 45
] L 3 47
Benchmarking in the craft distilled spirits INAUSEIY ... 48
Methodology and data........ s 48
RESULES oot 51
Benchmarking in the cider and Wine INAUSTTY ......c.oorrerrererneereeneererseeseeseesesseesessessessesssssesssssssseenes 52
Methodology and dAta.......cceererereeereeeeeeeeeee e e e s s s sssss s snnns 52
RESULES oot 54
Practical CONSIAerations..... s 55
Strategic CONSIAETALIONS ... 56
Modernize distribution and licensing frameworkKs.........coumnsssssesses 56
Adopt a portfolio mindset in iNAUSLIY SUPPOTL ..covveererrerriineerirnrses s sesssssssssssens 57
Chapter 5. Policy and marketing recommendations ... 58
Recommendation #1: Promote local adjuncts, but ensure quality and consistency........... 58
Recommendation #2: Cross-category collaboration on key policy issues.......cccccorenrerrerennes 60

Recommendation #3: Embrace the blurred lines of what defines a beverage category ... 61

=Y () =) 1 L e 63

iv



Chapter 1. Introduction

Motivation

Craft beverage value chains generate jobs, enhance consumer satisfaction, and contribute to
the development of local and state economies (Miller et al., 2019). These positive social and
economic impacts make it unsurprising that stakeholders and government officials have
promoted craft beverage value chains. Indeed, there is a growing urgency to identify the
optimal strategies that maximize the benefits a community can expect from the industry. This
is especially true following the recent and ongoing hurdles the industry is facing, including
the COVID-19 pandemic (Staples & Krumel, 2022; Wittwer & Anderson, 2021), input
shortages (Bernot, 2022; Chappell, 2022), and supply chain disruptions (Staples &
McCullough, 2025).

As craftbeverage producers look to remain profitable in an increasingly uncertain and
competitive market, it is important to identify the key factors that promote the long-term
economic sustainability of the industry. This report offers an in-depth assessment and
outlook on the craft beverage industry, drawing on results from consumer and producer
surveys, as well as a benchmarking study. The objective is to provide policymakers and
industry stakeholders with valuable insights into identifying the standards, practices, and

preferences for locally produced craft beverages.

Background
The number of craft beverage producers across alcohol beverage categories has increased
tremendously over the past decade. For example, the number of craft breweries and
distilleries has increased by 200% and 400%, respectively, from 2013 to 2022 (American
Distilling Institute, 2023; Brewers Association, 2025a). This growth is largely attributable to
consumer demand for locally produced goods, as studies suggest that consumers are willing
to pay more for local beer (Hart, 2018), cider (Farris et al., 2019), distilled spirits (Norris et
al,, 2022), and wine (Grebitus et al,, 2013; Everett et al,, 2018).

The growth in the number of craft beverage producers has also opened avenues for
local craft beverage value chain development (Dobis et al., 2019; Hoalst-Pullen et al., 2014).
For example, Dobis et al. (2019) show a positive, lagged correlation between the total

number of breweries in a state and expanded hop acreage in that state. This is even the case
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in non-traditional growing regions for key agricultural inputs, such as wine grapes in
Tennessee (Rihn et al, 2022) and hops in Florida (Agehara et al., 2021). However, the
literature on the feasibility of these markets is thin.

Among the first to consider preferences for locally-sourced inputs in craft beverages
was Atallah et al. (2021). Specifically, the authors used a sample of Indiana consumers to
evaluate consumer preferences for locally sourced hops in Indiana-brewed craft beer. They
found that some Indiana consumers are willing to pay premiums for locally produced hops
in craft beer, provided that product quality and consistency remain unchanged. Other studies
have evaluated preferences within the value chain. For example, Staples et al. (2021; 2022)
analyze Michigan craft brewers' preference for local inputs, suggesting brewers may be
willing to pay more for local hops if they can achieve similar quality and consistency. In the
case of Michigan hops, however, brewers have highlighted a current gap in consistency
between state-grown hops and those from the Pacific Northwest. The study also suggests
additional marketing, economic, and physiological challenges associated with local input
production outside of traditional growing regions. Thus, there are challenges in establishing
and expanding local craft beverage supply chains.

However, there is also growing pressure to support the industry as it matures. For
example, the authors asked the attendees of the 2025 American Association of Wine
Economists Annual Meeting in San Luis Obispo, CA, to report what they considered the
biggest challenges facing craft beverage manufacturers. Figure 1 summarizes their input in

the form of a Word Cloud.
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Figure 1. Word cloud of challenges facing craft beverage producers, according to researchers
and industry members at the 2025 American Association of Wine Economists Annual
Meeting
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The challenge that appears most pressing is market competition, which encompasses
two distinct aspects. The first is market saturation during a period of declining alcohol
consumption (Saad, 2023; 2025). There is increasing competition within beverage categories
while alcohol consumption by volume is declining. Thus, producers within each beverage
category are competing for a share of the pie that continues to shrink. Additionally, there is
competition from non-craft beverage manufacturers, particularly through mergers and
acquisitions, as well as the growth of emerging beverage categories. Mergers and
acquisitions occur when multinational firms purchase small, craft establishments, which
implicitly results in lost market share for the craft sector. Meanwhile, the growth of canned
cocktails, hemp-derived beverages, and other novel beverage categories directly competes
with traditional alcohol. The economies of scale that large-scale multinational firms have
over craft producers give them an advantage in these spaces, allowing them to succeed at
lower average costs. With limited shelf space in retail outlets, the competition from
multinational firms makes it more challenging for craft beverage manufacturers. This

competitive environment has contributed to tighter profit margins and higher closure rates.



For example, the Brewers Association reports that brewery closures in 2024 outpaced
openings for the first time in nearly two decades (Brewers Association, 2025b).

Paired with market competition are other economic pressures and uncertainties,
including tariffs on key inputs (DeHaven, 2025; Staples & McCullough, 2025), changing
consumer preferences (NielsenlQ, 2025), and other supply chain disruptions (Council on
Food, Agricultural, & Resource Economics, 2025). Tariffs and supply chain disruptions
increase input and production costs, which can reduce a producer’s profit margin, result in
higher prices for consumers, or both. There is also concern over how retaliatory tariffs could
impact craft beverage manufacturers, as it could impact the revenue streams of producers
who rely on export markets (Koller, 2025). Consumer preferences also affect craft beverage
producers in several ways, including general inflation trends that tighten consumers' wallets
and pressure to consistently innovate to keep up with changing preferences.

A final challenge stems from the regulatory burden that craft beverage manufacturers
face. This includes local, state, and federal initiatives. At the federal level, the Alcohol and
Tobacco Tax and Trade Bureau (TTB) is primarily responsible for regulatory and
enforcement actions, although certain situations require the involvement of the Food and
Drug Administration. While there are federal laws each producer must follow, each state has
distinctive policies, regulatory constraints, and institutional structures that influence the
economic viability and reach of the craft beverage community. For example, Staples, Malone,
and Chambers (2022) highlight state-level regulatory restrictions across the beer supply
chains. Their results show extreme differences in how each state regulates beer from the
farm to the retail outlet (Figure 2). Compounding the complexity of expanding craft beverage
markets is that each type of alcohol (beer, cider, spirits, and wine) has its unique supply chain,
subject to different state and federal regulations. These differences, across both state lines
and beverage categories, make it difficult to implement a one-size-fits-all solution for
developing these markets. Thus, each state must consider its unique circumstances when

considering the viability of local craft beverage value chains.
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Figure 2. Variation in state-level regulatory restrictions across the beer supply chain, Source:
Staples et al. (2022)

In light of these ongoing challenges, it is crucial to provide comprehensive
documentation on the current state of the craft beverage industry and identify value-added
marketing opportunities, ways to elicit consumer price premiums, and other business
strategies. To provide this update, this report (i) gauges consumer purchasing preferences
and policy preferences across local craft beverage markets, (ii) analyzes how craft beverage
producers are responding to recent challenges and how they can best be supported, and (iii)
outlines the current structure of state-level craft beverage value chains, determine which

state and federal initiatives and regulations promote or hinder market development.

Research objectives

Objective 1: Analyze consumer purchasing behaviors and policy preferences. Using
survey and experimental data from a national panel of U.S. adults, we provide an in-depth
analysis of the attributes most important to consumers when choosing among different craft
producers. The analysis also identifies preferences across consumer segments, informing
marketing strategies for craft beverage producers. Additionally, survey respondents rank the
perceived importance of various policy levers that could be used to promote the craft
beverage industry. These data enable stakeholders to assess which policies consumers view
as most important, highlighting those likely to garner strong support and identifying areas

where outreach may be needed to build support for policies that stakeholders prioritize. The
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survey data also provide an opportunity for supplemental insights into current craft
beverage drinking patterns, factors influencing on-premise consumption, and other relevant

marketing issues.

Objective 2: Evaluate producer policy preferences and industry perceptions. Given the
current challenges that craft beverage producers are facing, it is crucial to understand how
they are navigating this evolving landscape and how they believe they can be best supported.
We survey Michigan craft beverage producers to assess their preferences for seven broad
policy themes, along with several sub-policy objectives. The insights generated from this
analysis help identify where stakeholders believe policymakers should focus their attention
to best support the industry. The survey data also provides a unique insight into producers’
perspectives on the long-term sustainability of the craft beverage industry, including their

views on the biggest perceived challenges and how they are adapting to them.

Objective 3: Benchmark best practices to promote the craft beverage industry. The
long-term economic sustainability of craft beverage markets depends on state-level policies,
localized consumer support, and a range of other market dynamics. Variation in these factors
across states makes it challenging to establish best practices for developing these markets.
Our goal is to create comprehensive documentation that analyzes state-level policies,
consumer factors, and other market conditions surrounding local beverage value chains. By
aggregating these data, we provide insights into state-level policy, regulatory, and market

differences that support or impede local beer, cider, distilled spirits, and wine value chains.

Objective 4: Offer policy and marketing recommendations. The results of Objectives 1
through 3 are combined to provide data-driven recommendations on ways that stakeholders
and policymakers can support the industry. These recommendations focus on policy
development, input sourcing, and industry collaboration to promote cross-beverage category
collaboration and identify avenues for future work. Strategic considerations are also

provided following each individual research objective.



Chapter 2. Consumer Survey
Overview
Understanding consumer demand is critical to determining the long-term viability of the
craft beverage industry. Here, we survey U.S. craft beverage consumers to understand the
characteristics of craft beverage manufacturers that are most important to them, their policy
preferences, and other general trends in alcohol consumption. Tracking this information can
inform industry members while guiding marketing strategies, policy development, and local

value chain development.

Methodology

We designed and distributed an online survey to a national panel of U.S. craft beverage
consumers. The survey data were collected from Qualtrics, an online provider, from April 29
to May 13, 2025. The survey began with general questions about demographics, where
quotas were set to ensure the sample closely matched the U.S. population in terms of gender,
age, income, and region. Additionally, we included a screener question to ensure that each
respondent had consumed a craft beverage at least once in the three months before the
survey.

Respondents then answered questions about their drinking patterns and preferences.
This included questions on the specific type(s) of alcohol they have consumed in the past
three months, the approximate proportion of alcohol that they consume that they consider
“craft,” and trends in on-premise alcohol consumption, among others. These questions are
primarily asked for marketing purposes, but they also enable sub-sample analysis to examine
how preferences, purchasing behaviors, and policy preferences may vary across different
segments of the population.

Following these questions, respondents engaged in an economic experiment, known
as a best-worst scaling (BWS) experiment (Louviere, Flynn, & Marley, 2015). BWS
experiments are a common method for evaluating consumer preferences in food and
beverage markets (e.g., Caputo & Lusk, 2020), including the hard cider industry (Staples et
al,, 2023). In the experiment, respondents are presented with a set of alternatives and asked
to select the one they consider best (or most important) and the one they consider worst (or

least important). In our context, respondents were presented with characteristics of craft
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beverage producers and were asked to select the most and least important characteristics
when deciding on which one they would visit. Thus, the overall objective is to provide a
ranking, or relative importance, of different craft beverage characteristics.

Nine characteristics were included, and follow-up questions were asked after the
experiment to identify important subthemes. The main characteristics and sub-attributes
were identified through a literature review, an evaluation of online resources, and a request

for input from craft beverage producers. The nine main characteristics are listed in Table 1.

Table 1. Nine characteristics included in the consumer best-worst scaling experiment

Characteristics
1. Product quality 6. Pricing
2. Setting and experience 7. Accessibility and location
3. Customer service 8. Brand story and authenticity
4. Product variety or selection 9. Food options

5. Local and sustainable practices

Each respondent answered 12 questions, where each question presented three
possible characteristics. The experimental design was selected to fulfill desired statistical
properties, such as orthogonality and balance. The order of the questions and the
alternatives within each question were randomized to prevent ordering effects. Figure 3
presents an example choice task. By asking respondents to complete 12 choice exercises, it
forces them to consider trade-offs between attributes. This allows us to infer the importance,
or relative ranking, of different attributes in decision-making without requiring respondents
to explicitly rank them. This is done using standard summary statistics and advanced choice

modeling techniques.



Please select the craft brewery, cidery, distillery, or winery
characteristic that is most and least important to you.

Figure 3. Example choice task in the best-worst scaling experiment

After answering the main questions of the experiment, respondents answered follow-
up questions about what they primarily thought about when they heard the nine different
characteristics. Respondents could select up to three sub-characteristics from a list of sub-
attributes, where the total number varied across the nine main characteristics. For example,
there were 12 sub-characteristics for setting and experience versus five for pricing and food
options. The order in which these questions were presented to the respondent was
randomized, as were the sub-characteristics within each question.

We then transitioned to questions on policy preferences. Specifically, respondents
were asked to rank the importance of seven broad policy themes, from most important to
least important. These policy themes centered on different levers policymakers could pull to
support the craft beverage industry. The themes, which are presented in Figure 4, were
included based on insights from existing literature and industry sources. The policies were
presented in a random order, and respondents were asked to drag each policy to their

preferred spot (1 = most important, ..., 7 = least important).



Please rank your preferences for the following government
policies and interventions that states could implement to support
entrepreneurs in the craft beverage industry.

I = most important, ..., 7 = least important

Modernizing distribution regulations

Easing small business taxation policies

Promoting tourism and economic development
Simplifying licensing, zoning, and permitting policies
Expanding market access opportunities

Offering grants and other funding sources

Providing workforce education and development programs

Figure 4. The policy ranking task is included in the consumer survey

The survey also included a section asking respondents to report which activities or
experiences they associate with craft or locally-produced beverages. Asking these questions
generates interesting marketing insights into which beverage category consumers tend to
gravitate towards for specific occasions. There were four questions, one for each beverage
category (beer, cider, distilled spirits, and wine). Each question contained the same seven
potential responses, including: (i) socializing with friends, (ii) attending festivals or events,
(iii) pairing with food, (iv) relaxing at home, (v) exploring new flavors, (vi) outdoor activities,
(vii) celebrating special occasions. These were selected based on consulting online resources.
Responses could select all that applied, and there was also an option for “other” and “none.”
The ordering of the four questions and potential responses was randomized to prevent
ordering effects.

Finally, respondents answered a few general questions about their household
composition, political affiliation, and other relevant details. Once the data were collected,
they were cleaned and analyzed in Stata, our preferred statistical software, using traditional
summary statistics, comparisons of means, various statistical tests, and choice modeling

techniques.
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Results

Sample summary statistics and general drinking trends

A total of 1,504 respondents completed the survey. Table 2 presents the demographics of the
sample relative to the U.S. census. The sample closely matches the U.S. population in terms of
gender, age, and census region. However, there is a statistically significant difference in
education, where a higher proportion of the sample holds a college degree compared to the
broader population. There is also a lower share of households with an income of at least
$100,000. Deviations in the demographics of online samples compared to the broader
population are common, particularly in terms of income and education. Additionally, the
demographics of a national panel of beer drinkers may not accurately reflect those of the
broader sample (Staples et al., 2020). Thus, drawing parallels to national estimates is only

done as a reference point to gauge relative representativeness.

Table 2. Consumer sample demographics (n=1,504)

Characteristic Sample
Male 0.48
Age
21-34 0.28
35-54 0.32
55+ 0.40
Household income
$49K or less 0.35
$50K - 99K 0.35
$100K or more 0.30
College degree 0.55
Region
Midwest 0.21
Northeast 0.17
South 0.38
West 0.24

Respondents also reported their drinking tendencies, including the types of craft
beverages they had consumed in the past three months, their primary type of craft beverage,
and the frequency with which they consumed craft beverages and visited craft beverage
taprooms. Table 3 summarizes these data. Craft beer was the most commonly reported type

of craft beverage consumed, with 64% of respondents reporting craft beer consumption in
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the last three months. Craft or local wine ranked second (42%), followed by distilled spirits
(34%) and cider (24%). The ranking remains the same when respondents are asked to select
the craft alcohol they have consumed the most in the past three months. Approximately half
of the respondents state that craft beer is their most commonly consumed craft beverage,
with wine ranking second at 23%, and distilled spirits in third at 17%. Just 8% of

respondents state that cider is their most commonly consumed craft beverage.

Table 3. Alcohol consumption characteristics of the sample (n = 1,504)

Characteristic Sample
Type consumed in the past 3 months (all that apply)
Beer 0.64
Cider 0.24
Distilled spirits 0.34
Wine 0.42
Other beverage 0.05
Preferred craft beverage
Beer 0.48
Cider 0.08
Distilled spirits 0.17
Wine 0.23
Other beverage 0.04
Freq. consume their preferred craft beverage
Less than monthly 0.11
About once per month 0.18
A few times per month 0.25
About weekly 0.17
A few times per week or more 0.29
Freq. visit a craft beverage producer
Never or less than once per month 0.53
About once per month 0.17
A few times per month 0.14
About once per week 0.07
A few times per week or more 0.10

Interestingly, by allowing respondents to select all the craft beverages they had
consumed in the last three months, we can also explore the share of consumers who are
drinking across alcohol beverage categories. We find that 56% of our sample only consumes
one type of alcohol. Diving deeper into this trend, we see that beer drinkers are most likely

to respond in this way, with 52% of self-reported beer drinkers only consuming beer. This is
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much lower for all other beverage alcohol categories: 5% for cider drinkers, 13% for distilled
spirits, and 23% for wine. In other words, beer drinkers are much more likely to consume
beer exclusively.

Approximately 24% of the sample reported consuming two different types of craft or
locally-produced alcohol in the last three months, 13% reported three types, and 6%
reported all four alcoholic beverage categories. The most common category pairs included
craft beer with wine and craft beer with distilled spirits, which is unsurprising given that
beer was the most commonly consumed product in the sample.

Consumers most commonly report consuming their preferred category of craft
beverage a few times per month (25%), followed by a few times per week (21%). Just 11%
state that they consume their preferred craft beverage less than once a month. Interestingly,
however, the most common response for visiting a craft beverage producer is less than once
a month, with roughly one-third of the sample responding this way. Only 17% of respondents
report visiting a craft beverage producer at least once a week or more frequently.

Respondents were also asked to report the percentage of their alcohol consumption
that they believe is craft alcohol. No definition of craft was provided. Thus, it may represent
an upper-bound estimate, as some respondents may believe some products are craft when
they are not in reality (Howard, 2017). Figure 5 Error! Reference source not
found.presents the distribution of responses, which were presented to respondents on a
sliding scale ranging from 0 to 100%. The most common response was that 50% of their total
alcohol consumption was from craft products. While this may be overreported given
consumer perceptions, it is also expected to be higher than the national average because
consuming craft beverages was a screening criterion for the survey. Less than 10% of the
sample states that 90% or more of their alcohol consumption is craft, highlighting that only

a small segment of consumers are (near) exclusive craft drinkers.
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Figure 5. Perceived amount of alcohol consumption that is craft (n = 1,504)

Given the substantial variation in craft drinking behaviors among the sample, it is
worthwhile to examine whether the proportion of craft varies by beverage category. To test
this, we segment the sample by their preferred beverage category and compare the
distributions across these subsamples (Figure 6). Overall, the results highlight that
consumers across each beverage category commonly mix craft beverages with non-craft
beverages. Only 7-13% of respondents state that 90% or more of their consumption of a
given beverage comes from within a select beverage category. Cider tends to have the highest
share of craft or local products, with 64% of cider drinkers reporting that at least half of their
cider consumption is craft or local. In fact, the most common response among cider drinkers
was that 80-89% of their cider was craft or locally produced.

Respondents also reported how they expect their craft beverage consumption to
compare to one year ago, as well as how they anticipate craft consumption will change over
the next year (Figure 7). About 53% report consuming the same amount of craft beverages
as they did one year ago. Even more expect to consume the same amount now as they will in
one year (61%). Roughly 28% reported that they are drinking more craft beverages than they

did one year ago, and 22% expect to consume more craft beverages next year.
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Figure 7. Perceptions of the amount of craft alcohol consumption now, relative to one year
in the past and one year in the future
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Given the importance of on-premise consumption for the craft beverage industry,
respondents were asked to report what percentage of total alcohol consumption (craft and
non-craft) they consume at on-premise locations. Figure 8 presents these results.
Importantly, this response includes bars, restaurants, and other establishments, not just craft
beverage taprooms. The most common response was 0-9% of total alcohol consumption,
with approximately 25% of the sample responding this way. In fact, roughly 75% of
respondents state that less than half of their total alcohol consumption occurs at on-premise
locations. Just 10% of respondents state that 80% or more of their alcohol consumption
occurs at off-premise locations.

When assessing their perceptions of their alcohol consumption away from home now
compared to one year ago and one year in the future, the most common response is about
the same (Figure 9). Approximately 45% of respondents report consuming about the same
amount as they did one year ago, while 54% expect to consume about the same amount away

from home as they do now. About 23% of respondents believe they will consume more

30%
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Figure 8. Stated percentage of alcohol consumption away from home
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Figure 9. Perceptions of the percentage of alcohol consumption at on-premise locations now
versus one year ago and one year in the future

Respondents were also asked which factors are most important in contributing to
their decisions to consume alcohol away from home. Respondents were presented with a list
of 14 possible factors, randomly ordered, and could select up to three factors. There was also
an option to select that they do not typically consume alcohol away from home. Figure 10
presents these results.

The results suggest that socializing with family and friends (57%), celebrating special
occasions (38%), and the establishment’s atmosphere and ambiance (37%) are the leading
factors that contribute to a consumer’s decision to consume alcohol away from home. Other
factors that are closely behind these top three are food and drink pairings (36%) and price
(35%). Among the least important factors to the overall sample are networking or
professional events and access to limited-release products. This is not to say that these
factors are unimportant, as some businesses cultivate taproom demand specifically from
their special releases. Instead, these results showcase that these factors appeal to a smaller

segment of the target population.
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Socializing with friends or family
Celebration or special event
Atmosphere or ambiance

Food and drink pairings

Price and affordability of drinks or food
Convenience or location
Entertainment

Special events or promotions

Trying something new or unique
Quality of service/staff knowledge
Supporting local businesses

My overall financial situation or budget
Networking or professional setting

Access to limited-release products

[ don't typically consume alcohol on-premise
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Figure 10. Factors contributing to the decision to consume alcohol away from home

We also segment these results based on which craft beverage products the
respondents consume, allowing craft beverage producers to cater to specific environments
that best suit their consumers’ needs. Table 4 summarizes these results. Note that the total
across products exceeds the full sample, as respondents could select more than one type of
beverage. A strong link exists between social connections with family and friends across all
beverage categories, although some variation is observed in responses across categories. For
instance, craft beer drinkers are more likely to state supporting local businesses as a factor
than wine consumers. In contrast, consumers of wine and distilled spirits are more likely to

associate their consumption with celebrations, special events, or promotions.
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Table 4. Factors contributing to on-premise alcohol consumption, segmented by whether the respondents consumed each of
the following craft beverages in the past three months

Respondent has consumed the
following craft beverage in the
past three months

Factors contributing to on-premise alcohol consumption Full sample Beer Cider Spirits Wine

Socializing with friends or family 57% 61% 45% 51% 59%
Celebration or special event 38% 36% 35% 40% 44%
Atmosphere or ambiance 37% 39% 35% 43% 34%
Food and drink pairings 36% 37%  41% 33% 37%
Price and affordability of the food and drinks 35% 37% 32% 40% 31%
Convenience or location 33% 36% 31% 35% 28%
Entertainment 30% 31% 29% 34% 29%
Special events or promotions 29% 28% 22% 37% 30%
Trying something new or unique 25% 28% 26% 30% 21%
Quality of service and staff knowledge 23% 24% 31% 23% 20%
Supporting local businesses 22% 26% 23% 23% 15%
My overall financial situation or budget 20% 23% 23% 24% 14%
Networking or a professional setting 12% 10% 18% 13% 13%
Access to limited-release products 8% 7% 15% 13% 6%
I don't typically consume alcohol on-premise 6% 5% 3% 3% 7%
N 1,504 715 121 257 347
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Identifying which characteristics are most important to consumers

The main portion of the survey was a BWS experiment to understand which characteristics
are most important to consumers when deciding to visit a craft beverage producer. The BWS
experiment data were analyzed using traditional summary statistics and advanced choice
modeling. We first emphasize the traditional summary statistics, which are more intuitive
and easier to communicate without the need for mathematical formulas. Then, we briefly
summarize the choice modeling output to demonstrate the robustness of our results.

Figure 11 shows the frequency with which each characteristic was selected as the
most and least important when presented in a choice task. Figure 12 illustrates the
percentage point differential between the frequency of being selected as the best when
present and the frequency of being selected as the worst. This is known as a maxdiff analysis
and informs us of the relative preference ordering of each characteristic. In other words, the
larger the percentage point differential, the more important it is to the average consumer.

Unsurprisingly, the results demonstrate that product quality ranks as the most
important characteristic, with a relative importance roughly twice that of any other product
characteristic. The best-worst differential for product quality is 55%, where it was selected
as the most important in 65% of the choice tasks where it was present, and the least
important in 10% of the choice tasks when present. Product variety and selection ranks
second, with a best-worst differential score of 20%, while price ranks third at 8%. All other
characteristics have a negative best-worst differential score, indicating that the six remaining
characteristics were more commonly selected as least important than most important. For
example, food options are selected as the most important attribute in only 21% of the choice
tasks where they are present, compared to being selected as the least important attribute in
48% of the choice tasks when present. This leads to an overall net rating of -27%, ranking it
as the least important of the nine attributes.

This is not to say that these lower-ranked attributes are unimportant. In fact, research
suggests that having food options on the menu can increase consumer spending, encourage
longer stays, and appeal to a broader consumer base (Yarar, 2024). Thus, value is still gained
from offering and marketing these features. The results simply demonstrate how much more

important beverage quality is than the other characteristics.
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As a more mathematically intensive approach to these summary statistics, we employ
advanced choice modeling techniques to estimate the relative importance parameters (Lusk
& Briggeman, 2009). It provides a robust framework for assessing preferences that can also
be used to explore differences in preferences across subgroups. We begin by estimating a
multinomial logit model for the full sample and calculating the preference shares, or the
relative importance of each attribute (Lusk & Briggeman, 2009).

Table 5 presents the output, which includes the marginal utility estimates and the
mean preference shares. The preference ordering closely matches the ordering presented in
Figure 12. Best-worst differential for each characteristic, conveying the relative preference
ordering of the characteristics included in the experimentFigure 12. For example, the three
most important attributes by preference share are product quality (24%), product variety
(14%), and pricing (11%). In contrast, food options (7%) and local and sustainable practices

(8%) have the three lowest preference shares.

Table 5. Multinomial output marginal utility estimates and preference shares to assess the
relative importance of each characteristic

Coef. Preference
Characteristic (std. error) share
Product quality 1.240*** 0
(0.038) 24.2%
Product variety or selection 0.667*** 0
(0.031) 13.6%
Pricing 0.492%** 0
(0.033) 11.4%
Setting and experience 0.337%*** o
(0.028) 9-8%
Customer service 0.287***
0,
(0.029) 9.3%
Accessibility and location 0.222%** 0
(0.030) 8.7%
Brand story and authenticity 0.178***
8.4%
(0.032)
Local and sustainable practices 0.081**
7.6%
(0.032)
Food options (baseline) 7.0%
N 1,504
Log-likelihood -30,205
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AIC 60,427
BIC 60,504

Note: Superscripts ***, ** and * denote statistical significance at the one, five, and
ten percent levels, respectively.

It is essential to reiterate that these results do not imply that the lower-ranking

characteristics are unimportant to the consumer experience. Instead, these results
demonstrate the relative ranking of each characteristic. To illustrate, the results from Table
5 highlight that the average consumer considers product quality to be more than three times
more important than local and sustainable practices. This does not mean local and
sustainable practices are unimportant. It simply indicates that the average consumer will not
sacrifice quality (i.e., taste) to consume a product marketed as local or sustainable.

Important insights are also garnered through follow-up questions that ask
respondents what they primarily think about when they hear each characteristic. Subthemes
were generated through online searches and feedback from industry stakeholders. Table 6
presents the three most important sub-themes for each characteristic, along with the
percentage of respondents who selected each sub-theme. Note that the percentage could
vary substantially from one primary characteristic to another, as the total number of sub-
attributes varied. For example, there were 12 sub-themes for setting and experience,
compared to just five for price. This could lead to substantial variation in the percentage of
respondents who select each sub-theme, as respondents were limited to a maximum of three
selections. Thus, the percentages are intended to serve as a reference and should not be used
to draw cross-category comparisons.

Several noteworthy findings emerge when evaluating the sub-themes. One of
particular interest is in local and sustainable practices. The most commonly selected sub-
theme was sourcing local ingredients (54.2%). There has been growing attention to using
local inputs to produce craft beverages (e.g., Atallah et al., 2021). While local and sustainable
practices ranked lower in priority for the average consumer, utilizing local ingredients or
adjuncts could serve as a potential value-added opportunity for craft beverage producers. It
could be highlighted on menus, chalkboards, and labels to increase consumer attention, but
product quality must remain consistent to encourage repeat purchases. Another marketing
avenue emerges when considering the sub-themes that drive the brand's story and

authenticity. Having clear connections to the local community on the company website can
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boost popularity among consumers, particularly by sharing personal stories or showcasing
that a business is family-owned. As consumers enjoy supporting local businesses,

demonstrating a clear connection to the local community can be highly beneficial.
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Table 6. Most frequently selected sub-attributes for each broad characteristic

Characteristic (% of respondents who listed it in their top 3)

Product quality

1. Product taste (81.5%)
2. Product freshness (70.5%)
3. Product consistency (67.6%)

Pricing

1. Perceived value for money (57.7%)
2. Price competitiveness with similar establishments (52.3%)
3. Pricing strategies (51.0%)

Setting and experience

1. Cleanliness and maintenance (53.3%)
2. Comfort and seating arrangements (47.2%)
3. Outdoor seating and views (29.4%)

Local and sustainable practices

1. Sourcing of local ingredients (54.2%)
2. Transparency in sourcing and production practices (42.5%)
3. Eco-friendly production processes (42.4%)

Food options

1. Variety of food offerings (79.8%)
2. Quality of food offerings (78.5%)
3. Presence of food trucks or local vendors (41.9%)

Product variety or selection

1. Range of product styles (54.6%)
T2. Different alcohol types on premise (47.8%)
T2. Allowing for tasting flights or samples (47.8%)

Accessibility and location

1. Availability of parking and public transport options (63.1%)
2. Hours of operation (60.1%)
3. Visibility and signage of the establishment (40.7%)

Customer service

1. Staff friendliness and approachability (71.1%)
2. Knowledge of products and recommendations (62.2%)
3. Service efficiency and responsiveness (60.4%)

Brand story and authenticity

1. Connection to local culture or heritage (54.1%)
2. Personal stories from founders (44.5%)
3. Family-owned (43.6%)
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Exploring differences in preference ordering across sub-groups

We explored whether there were differences in the preference ordering across consumers in
two ways. First, we assessed whether there are differences in the craft beverage category that
the respondent primarily consumes: beer, cider, distilled spirits, and wine. Exploring this is
important to know whether, for instance, craft distilleries should have a different emphasis
on the attributes than wineries. The other way we considered heterogeneity is across gender,
assessing whether there were different preference orderings for producer characteristics
between males and females. Overall, there are minimal differences in preference ordering
when the sample is split by beverage category and gender. With minimal differences across

preference ordering, it suggests that preferences are stable across consumer groups.

Evaluating consumer policy preferences

Respondents ranked the importance of different policies that policymakers could implement
to support the longevity of local craft beverage markets. Specifically, they were shown seven
different policy options in a randomized order. Table 7 summarizes the policy preferences. A
more detailed breakdown of the ranking for each policy is presented in Figure 13. Consumers
rank easing small business taxation policies and simplifying policies related to licensing,
zoning, and permits as the most important policy initiatives to support craft beverage
producers. Providing workforce education and development programs is viewed as the least
important policy. While the general public may not be perfectly informed on the effectiveness
of each of these policies, it provides context for the public’s perceptions. This can be valuable

to stakeholder groups in advocating for policy issues or driving educational campaigns.

Table 7. Average and median policy ranking for the importance of different policy initiatives

Policy Average Median
Easing small business taxation policies 3.35 3
Simplifying licensing, zoning, and permitting policies 3.43 3
Offering grants and other funding sources 4.07 4
Modernizing distribution regulations 4.18 4
Promoting tourism and economic development 4.21 4
Expanding market access opportunities 4.29 4
Providing workforce education and development programs 4.46 5
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Associations

Panel A of Figure 14 presents which activities or experiences the full sample associates with
different craft beverages. Beer is most associated with social and outdoor events. For
example, it has the highest association with socializing with family and friends, attending
festivals and events, and outdoor activities. Alternatively, wine has the strongest association
for pairing with food and relaxing at home. It also has high associations with socializing,
exploring new flavors, and celebrating special occasions. Distilled spirits have the strongest
association with celebrating special occasions and are well-suited for exploring new flavors
and relaxing at home. Lastly, cider shows the weakest associations among the general
sample, with the lowest percentages across most categories and a much higher percentage
saying they have no associations with hard cider. Very few respondents select 'other;
suggesting that our list effectively captures the primary associations of each product.

If, however, we constrain the sample to respondents who consumed the respective
beverage in the past three months, we see some notable changes (Panel B of Figure 14). First,
the percentages for each association and product category are higher and more evenly
distributed. This suggests that consumers who are more familiar with these products have
stronger associations across each category. The greatest difference is for cider, where the
association with “none or unsure” falls to zero, and cider leads all beverage categories in
associations with new flavors. Its other associations are also closer in line with the other
beverages. This suggests that cider appeals to a niche but engaged audience, and those who
do not consume cider often struggle to classify it. This could be particularly important for

cider producers in developing effective marketing strategies.
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Figure 14. Associations respondents make between different craft alcohols and activities
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Strategies to explore

Lead with quality, then focus on value-added attributes

Product quality dominates consumer choices. The MCBC and industry stakeholders could
consider promoting and sharing resources, as well as developing sensory training, to
enhance quality and consistency. There is also the potential for signaling quality on menus,

labels, and websites, perhaps through a Michigan “quality seal” tied to quality standards.

Promoting variety in the taproom

Having flagship offerings is crucial to establishing a strong brand identity. However, exploring
new flavors is a commonly cited reason for exploring local craft beverage options, and
increased variety can attract a broader consumer base. Considerations include smaller pours
with tiered pricing, rotating tap handles (perhaps through collaborations), and limited

releases on a predictable schedule. Variety should also include non-alcoholic alternatives.

Designing on-premise locations for social events

Socializing with family and friends is often considered a primary reason to visit a craft
brewery, cidery, distillery, or winery. With this in mind, businesses should consider seating
layouts that accommodate different group sizes, publish a monthly calendar with well-
marketed events, and ensure they have photo-friendly spaces. There is also ample

opportunity for membership perks, such as mug clubs, to encourage repeat visits.

Connecting with the local community

Craft brewers have become cornerstones in their local communities, inspiring a strong sense
of pride among local customers. Communicating ties to the local community, whether
through sharing origin stories, making charitable donations, or forming partnerships with
other local businesses, can be beneficial in developing this connection with consumers. If a
producer wants to use local inputs in their production, there is potential value in considering
co-branding efforts with Michigan producers. Another idea is seasonal “Michigan ingredient
spotlights” featuring products that incorporate different adjuncts. For example, promoting a
wheat beer with Michigan berries in the summer versus a West Coast IPA with spruce tips

from Michigan Christmas trees around the holidays.
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Adopt a test-and-learn cadence

This is a difficult time for craft beverage producers. The usual strategies of product and brand
differentiation are becoming more competitive, forcing businesses to think outside the box.
Firms must remain true to their business plan and brand identity, while also being willing to
take calculated risks. When testing new ideas, develop clear key performance indicators

(KPIs) to measure what is working with your consumers and what is not. Use these KPIs to

learn and make continuous adjustments.
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Chapter 3. Producer survey
Overview
While understanding consumer demand is crucial to understanding the future of the craft
beverage market, it is equally critical to gain the perspective of beverage manufacturers.
Thus, for a more holistic approach, we also survey Michigan craft beverage producers to
understand their policy preferences and outlook on the industry's future direction. The
objective of this chapter is to help identify where stakeholders believe policymakers should

focus their attention to best support the industry.

Methodology

We constructed a survey instrument in Qualtrics to evaluate producer policy preferences and
sentiments about the industry. The survey was distributed to Michigan Craft Beverage
Council members via an e-newsletter on May 29, 2025. The survey instrument received IRB
approval from the lead author’s home institution at the time of data collection. It was
structured around three key themes: (i) policy preferences and perceptions, (ii) current
industry challenges, and (iii) general business operations.

After providing informed consent, respondents were asked about their policy
preferences and ways that state legislators could help alleviate barriers and support the
industry's trajectory. In total, seven policies were evaluated using a best-worst scaling
experiment (Louviere et al.,, 2015). These policies, which are listed in Table 8 were selected
based on an evaluation of the current literature, state policies, and engagement with
stakeholder groups. Respondents answered seven questions, each of which varied from a set
of three policies presented to them. Following these questions, respondents answered
follow-up questions where they ranked the importance of sub-policies within each major

policy theme. This enables a more in-depth examination of the policy preferences.
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Table 8. Policies included in the producer best-worst scaling experiment

Policies

1. Modernizing distribution regulations

2. Easing small business taxation policies

3. Expanding market access opportunities

4. Offering grants and other funding sources

5. Promoting tourism and economic development

6. Modifying licensing, zoning, and permitting policies

7. Providing workforce education and development programs

The second survey theme assessed producer sentiment regarding the state of the craft
beverage industry and their own businesses. Questions included assessing the current and
long-term outlook for the state of the craft beverage industry, both nationally and within
Michigan, as well as in other states. We also asked respondents to select up to three states
with policy environments, consumer support, and other market conditions that they felt
were more favorable than Michigan (which is used to support insights provided in the next
chapter on benchmarking). Respondents also described the most pressing challenges their
businesses face, explained how they anticipated adjusting various segments of their business
models over the next few years, and provided insights into affordable workforce housing as
a growing policy concern.

Finally, respondents were asked general questions about their business profile and
personal characteristics. This included questions about their beverage category, relative size,
distribution channels, and other relevant details. Obtaining this information allows us to
better understand the sample's representativeness and perform subsample analysis. For

example, we can segment preferences and beliefs across beverage categories.

Results

Summary statistics and producer profiles

In total, 33 respondents started the survey between May 29 and July 3. However, only 19
provided the necessary information for analysis.

Table 9 presents some characteristics of these respondents, including their primary beverage

category, revenue streams, relative size, and perceptions of their relative size.
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About 84% of the participants were (co)owners of their establishments, and there
was a notable variation in the alcohol beverage categories served at these establishments. In
terms of the primary beverage category, however, the sample consists of firms primarily
involved in beer and wine production. Most considered themselves small relative to industry
standards and relied most heavily on on-site sales. Yet, there was some geographic dispersion

in distribution networks outside of the respondent’s immediate county.

Table 9. Characteristics of craft beverage producers in the sample (n = 19)

Characteristics Sample
Beverage category served (select all that apply)
Beer 0.42
Cider 0.47
Distilled Spirits 0.42
Wine 0.68
Primary beverage category
Beer 0.42
Cider 0.00
Distilled Spirits 0.05
Wine 0.47
Relative production size to industry standards
Small 0.63
Average 0.21
Large 0.16
Revenue channels (select all that apply)
On-site sales 0.89
Direct-to-consumer 0.42
Self-distribution to retail or bars/restaurants 0.42
Distribution through wholesalers 0.53
Percentage of sales in the county
0-19% 0.42
20-39% 0.11
40-59% 0.11
60-69% 0.16
80-100% 0.21
Gender of respondent
Male 0.63
Female 0.37
Owner or co-owner 0.84
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Producer policy preferences
With the best-worst scaling experiment data, we can evaluate how commonly each policy
was selected as the most and least important. Figure 15 presents these results, while Figure

16 takes the difference between these two scores.
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Figure 15. Summary statistics for the producer best-worst scaling experiment on most and
least important policies
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Figure 16. Best-worst differential for the producer experiment
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The results indicate that modernizing distribution regulations is viewed as the most
important policy issue for these producers, followed closely by modifying licensing, zoning,
and permitting policies. These two policies were selected more than half of the time they
were presented in the experiment. They were chosen as the least important policy on
approximately 20% of the choice occasions where they were present. This leads to an overall
best-worst differential score of 33.3% and 31.6%, respectively. The next highest scores are
for promoting tourism and economic development (15.8%) and easing small business
taxation policies.

The remaining three policies (expanding market access opportunities, offering grants
or funding opportunities, and providing workforce education and development programs)
each have negative best-worst differentials. This means each of these policies is more
commonly selected as the least important than the most important. This is particularly true
for offering grants or funding sources and providing workforce education and development
programs. Both policies are selected as the least important more than half the time they are
presented in the experiment, resulting in best-worst differential scores of -32% and -44%,
respectively.

To validate this, we confirm the robustness of these results using mathematical choice
modeling. These results are presented in Figure 17, where we show the relative importance
(i.e., preference share) of each of the seven polices. These results are largely consistent with
the previously presented summary statistics, suggesting that our findings are robust.
Ultimately, these findings highlight the importance of modernizing or modifying distribution,
licensing, zoning, and permitting policies to support craft beverage manufacturers.
According to the producers in our sample, a smaller share of the overall attention should be
given to offering funding programs and providing workforce education and development

programs.
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Figure 17. Mean preference shares indicating the relative importance of each policy theme

It is critical to reiterate that these results do not indicate that the least important
policies in the experiment are unimportant to producers. Instead, they highlight where
attention should be placed from a policymaker perspective, as producers find these to be the
most important. Unfortunately, given the small sample size, we cannot engage in subsample
analysis across the beverage categories. Put differently, the small sample size does not allow
us to determine whether craft brewers, for example, have different policy preferences than
the other producers.

The results presented above are based on the seven general policies, but producers
were also asked to consider sub-policy themes. Specifically, for each of the seven policies, we
have a collection of sub-policies and ask respondents to rank their relative importance. Table
10 presents these results, where sub-policies are ordered by their overall ranking within
each overarching policy theme. The main policy themes have also been ranked in order of
importance, following the results presented above. There is some variation in the sample size

across these seven questions, as respondents were able to skip them if they chose to do so.
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Table 10. Ranking the sub-themes by overall importance for each overarching policy

Avg.
Theme and subthemes ranking
1. Modernizing distribution regulations (n = 14) _/6
1. Allowing direct-to-consumer shipments 2.8
T2. Reducing restrictions on self-distribution 3.1
T2. Modifying distribution contract exit clauses 3.1
4. Harmonizing distribution policies across all alcohol types 3.4
5. Allowing on and off-premise sales and service 4.2
6. Increased educational outreach from regulators 4.4
2. Modifying licensing, zoning, and permitting policies (n = 15) _/5
1. Streamlining MLCC licensing and compliance requirements 1.7
2. Reducing regulatory hurdles for new and expanding businesses 2.3
T3. Harmonizing local ordinances at the state level 3.4
T3. Updating zoning laws for mixed-use sales and services in licensed spaces 3.4
5. Promoting farm-to-tap policies (e.g., farm brewery license) 4.2
3. Promoting tourism and economic development (n = 13) _/3
1. Establishing collaborative marketing or branding efforts 1.8
2. Creating craft beverage trails and other campaigns to boost visibility 2.0
3. Investing in public-private partnerships to promote craft beverages 2.2
4. Expanding market access opportunities (n = 16) _/3
1. Promoting markets that make craft more competitive with large
producers 1.8
2. Allowing flexible licensed retail partnerships 2.1
3. Reducing the regulatory burden to allow sales at licensed special events 2.2
5. Easing small business taxation policies (n = 13) _/3
1. Maintaining lower excise taxes for small producers 1.5
2. Offering tax credits for business investments 1.9
3. Creating tax incentives for retailers to sell craft beverages 2.6
6. Offering grants and other funding sources (n = 13) _/4
1. Supporting or incentivizing the use of local inputs 2.2
2. Supporting marketing initiatives, including those in R&D 2.5
3. Supporting investments in quality control programs or equipment 2.6
4. Supporting local supply chain development, including those in R&D 2.7
7. Providing workforce education and development programs (n = 13) _/4
1. Hosting industry workshops and training events 1.8
2. Partnering with colleges/universities to offer certifications or degrees 2.1
3. Establishing incubator programs 2.8
4. Providing business plan templates and other resources 3.4
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Starting with the modernization of distribution regulations, the policy that received
the highest overall ranking was allowing for direct-to-consumer shipments, followed by
reducing restrictions on self-distribution and modifying distribution contract exit clauses.

In terms of modifying licensing, zoning, and permitting policies, the subtheme of
streamlining MLCC licensing and compliance requirements was ranked as the top subtheme.
This was followed by the reduction of regulatory hurdles for new and expanding businesses.
Harmonizing local ordinances at the state level and updating zoning laws for mixed-use sales
and services were tied for third, while promoting farm-to-tap laws (e.g., farm brewery laws)
was viewed as the least important of the subthemes.

As an exploratory question, respondents were also asked to report which states they
felt had better policy environments, consumer support, and other market conditions to
support the craft beverage industry than Michigan. Given that all the respondents were from
Michigan, they were shown a list of the other 49 states and the District of Columbia.
Respondents could select up to three states, but they were also given the opportunity to
select none. Ultimately, 18 of the 19 respondents answered this question.

New York was the most commonly selected state with five votes, followed by
Washington with four. Four of the five votes for New York come from respondents who
primarily produce wine, as do three of the four votes for Washington. California, Colorado,
and Wisconsin each received three votes. Amongst the eight craft breweries, the most
common responses are for North Carolina (two votes) and Wisconsin (two votes). The
primary reason for asking this question is that it facilitates an interesting evaluation and

conversation when presenting the results on policy variation across states in Chapter 4.

Sentiment about the outlook of the craft beverage industry

Table 11 summarizes respondents' outlook on the future of the industry, including their
perceptions of both the short-term and long-term prospects. In the current situation, the
most common response was that the situation was somewhat unfavorable, with eight of the
19 producers responding this way. The next most common answers were somewhat
favorable and very favorable, each with four responses. No producer stated that the current

situation was very unfavorable.
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Table 11. Outlook on the state of the craft beverage industry (n = 19)

Question Sample

How would you describe the current state of the craft

beverage industry?
Very unfavorable 0.00
Somewhat unfavorable 0.42
Neutral 0.16
Somewhat favorable 0.21
Very favorable 0.21

How would you describe the long-term (3-5 years)
outlook of the craft beverage industry?

Very unfavorable 0.05
Somewhat unfavorable 0.21
Neutral 0.16
Somewhat favorable 0.37
Very favorable 0.21

Figure 18 summarizes the perceived challenges that craft beverage producers are
currently facing, allowing respondents to select up to three current challenges. The most
commonly selected challenges include rising production costs and an economic downturn or
uncertainty. Both of these responses were selected by 13 of the 19 (68%) producers who
answered this question. The third most popular selected option was changing consumer
preferences, followed by competition from larger brewing companies. Interestingly, despite
some media coverage of market saturation, only one of the 19 respondents selected
competition from other craft beverage producers as one of their top three challenges. This
could highlight the more collaborative environment within some craft sectors, or simply
showcase how much more significant the other challenges are.

Despite the short-term perspective among respondents that is less favorable, their
long-term outlook is more positive. Here, seven of the 19 respondents select somewhat
favorable, with another four saying very favorable. Thus, 11 of the 19 respondents have a
generally positive outlook. In an effort to better understand long-term perspectives, Figure
19 presents how the respondents anticipate adjusting their business model over the next few
years. Respondents were asked about 18 different factors, with possible responses of
decreasing, keeping constant, or increasing. Their responses are sorted by the percentage by

which they state they will increase for convenience.
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Rising production costs

Economic downturn or uncertainty

Changing consumer preferences

Competition from larger beverage companies
Labor shortages and retention

State regulatory challenges

Federal regulatory challenges

Difficulty accessing distribution channels

Other

Competition from other craft beverage companies

Access to capital and funding sources

Tariffs and trade policies

0% 20% 40% 60% 80%
% of sample (n = 19)

Figure 18. Perceptions of the biggest challenges craft beverage manufacturers are facing
today, select up to three challenges

Visitor experience enhancements
Marketing efforts

Strategic partnerships or collaborations
Club, membership, or subscription services
Average prices for consumers

Online direct-to-consumer

On-premise sales

Off-premise distribution

Launching new products

Production volume

Capital investments

Investment in sustainability practices
Investment in technology and automation
Geographic presence

Investment in supply chain management
Staffing levels

Regulatory engagement or advocacy
Education and training programs

0% 20% 40% 60% 80% 100%
B Increase MEKeep constant ODecrease

Figure 19. Producer expectations about the adjustments in their business model over the
next few years (n = 19)
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Overall, the respondents in our sample indicated that they would most likely place
greater emphasis on enhancing visitors’ experiences, followed by increasing marketing
efforts. Other categories to receive more than 50% of respondents saying they would
increase include strategic partnerships and club, membership, or subscription services. The
emphasis on visitor experiences and marketing highlights how on-premise locations have
become more than simply a place to drink craft beverages. Instead, they have become social
settings for the local community, stressing the importance of consumer-oriented events,
activities, and perks described in Chapter 2.

Most other categories are most likely to be kept constant. In fact, this was the most
common response for 11 of the 18 categories presented in the survey. The two categories
most commonly stated to decrease in the next few years were production volume and capital
investments. This demonstrates that producers are already considering adapting their
production in response to economic uncertainty, declining consumption rates, and the other
challenges summarized previously. With higher margins for on-premise consumption and
growing competition for shelf space in retail outlets, craft producers may continue to see a
shift toward increased on-premise sales (i.e., a reduced emphasis on expanded distribution
networks). When paired with the expectation of enhanced visitor experiences, this could be
appealing in adjusting to the heightened uncertainty.

There are two important and related caveats when interpreting these results. First,
there is the small sample size, comprising 19 Michigan craft beverage producers completing
the survey. The second possible limitation is the potential for a non-representative sample.
The 19 craft beverage producers could have unique characteristics that could limit the
generalizability of the findings to the broader population. Nonetheless, the survey results
still offer some valuable insights into how certain producers are adapting to the evolving

market and how they believe policymakers can best support them.

Strategies to consider

Prioritizing distribution reform and simplifying regulatory complexity

The producers in our survey state that modernizing distribution reform is the most
important policy to support craft beverage producers, followed by the complexity of

licensing, zoning, and permitting regulations. Consideration could be given to legislation that
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expands self-distribution allowances, enables direct-to-consumer shipments, or modifies
exit clause contracts. Legislative frameworks could be drafted based on states that already
have these policies in place. Supporting small businesses could be a primary driver of these
policy considerations, whether through a one-stop regulatory information portal or a “fast-

track” application based on standard procedures.

Leveraging tourism and collaborative marketing

With a robust tourism industry and a strong craft beverage community, there are
opportunities to strengthen partnerships with Pure Michigan marketing and events. This
could include the development of cross-category “craft beverage passports” or investments

in signature events that position Michigan as a craft beverage aficionado’s top destination.

Reframing financial and tax support

There are considerations that could be given to financial or tax support for craft producers.
A common avenue is maintaining small-producer excise tax advantages, which allows for
competitiveness among businesses that cannot typically leverage the advantages of
economies of scale. Other ideas include targeted tax credits related to product quality or
sustainability investments and local input use. Lastly, there could be shifts in grant programs

toward co-investments in marketing, quality-assurance programs, and infrastructure.

Support adaptive business models

Craft beverage producers are pushing the boundaries of innovation in this competitive yet
collaborative sector. Industry groups could consider developing training on hospitality
design, providing support for cross-category beverage production, and establishing a set of

best practices to help businesses overcome common hurdles when testing new concepts.

Collaboratively address cost pressures

Rising input costs, supply chain issues, and economic uncertainty are putting additional
stress on craft producers. Industry groups could evaluate the market potential for
cooperative purchasing agreements, investments in shared logistics solutions, and

partnerships with local and regional producers as levers for enhancing resilience.
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Chapter 4. Benchmarking best practices

Overview

This chapter analyzes the state-level policies and consumer characteristics correlating with
a stronger or weaker craft beverage industry presence. Specifically, we examine the presence
of various craft beverage sectors in each state, drawing on information from national
associations and other online resources. This includes the number of manufacturers, the
number of jobs supported by the industry, the total volume of production, and the economic
impact. Then, for each beverage category, we collect relevant state-level policy information,
along with consumer characteristics. These data are then aggregated and quantified to
enable regression analysis, which identifies the key state policies and characteristics that
correlate with craft beverage value chain development. The chapter is divided into four
sections, starting with an in-depth overview of three beverage categories and concluding

with a discussion on future considerations.

Benchmarking in the craft beer industry
Methodology and data
We started our craft beer search by obtaining state-level estimates of craft beer’s presence in
all 50 states. This information comes from the Brewers Association’s State Stats webpage
(Brewers Association, 2025c). The site provides information on the total number of craft
breweries in 2024, the volume of craft beer produced in barrels, and the economic impact of
the craft beer industry. Since we are comparing outcomes across states, it is critical to
account for differences in state characteristics. Most notably, we aim to account for
differences in state populations, ensuring that our analysis accurately captures how states
with larger populations are likely to have more total breweries, a higher economic impact,
and so on. By dividing each outcome variable by the population above 21 years old, we obtain
per capita terms. This enables more standardized comparisons between states with small
populations (e.g.,, Wyoming and Vermont) and those with larger populations (e.g., California
and Texas). These measures are the values used in estimation.

For the state-level policies, we aggregated resources from the Brewers Association's
State & Legal Resources webpage and other online outlets to create a spreadsheet containing

current laws for all 50 states. These laws included whether the state operates as a control or
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open state, allows self-distribution, and allows interstate direct-to-consumer shipping. Data
on whether the state is a control or open state are sourced from the National Alcohol
Beverage Control Association (2025), while data on self-distribution and interstate direct-
to-consumer laws are from the Brewers Association (2025d). Each variable was coded as a
binary indicator. For example, we created a variable called control that equaled one if the
state had control policies, zero otherwise. The variables for allowing self-distribution and
direct-to-consumer equaled one if the state had that policy in place, zero otherwise.

Additionally, we collect information on the current excise tax rates and licensing fees
for craft breweries. The excise tax rates came from the Tax Foundation (Macumber-Rosin &
Hoffer, 2025b), while licensing fees are summarized on the Brewers Association webpage
(Brewers Association, 2025d). Unfortunately, there is substantial nuance in policy regimes
that can make it difficult to collapse information into a single variable. For example, some
states have standardized license fees for all breweries. In contrast, others have different fee
structures based on total production, whether the business operates as a microbrewery or a
brewpub, etc. For estimation purposes, this variable needs to be quantified into a single
value. We achieve this by utilizing information from the Brewers Association (2025d) and
generating a binary indicator based on overall restrictiveness: 1 if more restrictive, 0 if less
restrictive. For example, those with higher license fees and limited flexibilities for small
producers were assigned a value of one. While aggregating to the state-level comparison
inherently leads to a loss of some details, this classification allows us to see whether more
restrictive licensing fees are correlated with a reduced presence of craft beer.

The final variable we collect is per capita beer consumption. These data, sourced from
Zhu (2024a), serve as a proxy for consumer preference. States with higher per capita
consumption are expected to have a greater craft beer industry presence, measured by the
number of breweries, production, and economic impact per capita.

Once these data are compiled, we regress each outcome variable on the policy and
consumer characteristics. While it would be beneficial to have additional variables in the
dataset, for estimation purposes, we need to reduce the number of explanatory variables
given the small sample size (n = 50 states) and limited degrees of freedom. The models are
estimated separately and should be interpreted as correlations between policy and

consumer variables and outcome metrics. Positive and statistically significant coefficient
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estimates suggest a positive correlation between the variable and outcome variable, and vice
versa for a negative coefficient. This analysis only takes a snapshot of time, and given the
industry’s rapid maturation, it cannot convey how laws have evolved and how that could

impact outcomes. We discuss our limitations in the final subsection of this section.

Results
Table 12 presents the results of the regression analysis, where columns 1 - 3 correspond to
the per capita outcome variables for total craft breweries, volume of craft beer, and economic

impact, respectively.

Table 12. Model output regressing brewery outcome variables on state-level policies and
characteristics

Outcome variable (per capita)

(1) (2) (3)
Total Total Economic
Variables breweries production impact
Control state model 1.74* 1.11 30.72
(0.89) (1.08) (37.67)
Allows self-distribution 2.09* 0.94 72.98
(1.13) (1.37) (48.04)
Allows interstate direct-to-consumer 0.79 1.93 83.24*
(1.04) (1.26) (44.05)
Excise tax rate -0.66 -0.24 -55.65
(1.48) (1.79) (62.61)
Restrictive license structure -1.16 -0.33 -64.56*
(0.89) (1.08) (37.59)
Beer consumption per capita 5.471%*** 5.47** 320.46%**
(1.86) (2.25) (78.62)
Constant -2.29 -3.78 -44.23
(2.48) (3.01) (105.09)
Observations 50 50 50
R-squared 0.44 0.30 0.53

Standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.10

Starting with column 1, a positive correlation exists between control states and the
number of breweries per capita. This suggests that, on average, there are more breweries per

capita in states with a control system. However, as will be discussed later in this section, this
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variable loses statistical significance in relation to the other outcome variables. Allowing self-
distribution and higher beer consumption per capita is also correlated with a higher number
of breweries per capita. This aligns with some past research on self-distribution policies
(Harrison & Glaser, 2025; Malone & Lusk, 2016), as well as the expectation that demand for
local breweries is higher in states that consume more beer per capita.

Column 2 reports the output for total craft beer production volume. Here, only one
variable is statistically significant: beer consumption per capita. Again, this indicates that,
holding all else constant (e.g., population and state laws), the states with higher beer
consumption also see higher craft beer production by volume. While this may be intuitive, it
is worth noting that the beer consumption per capita metric also accounts for non-craft beer
consumption (i.e., non-craft domestic and imported beer).

Moving to column 3, three variables have a statistically significant coefficient. First,
there is a positive correlation between the per capita total economic impact of the craft beer
industry and the allowance of interstate direct-to-consumer shipments. Since the economic
impact metric includes value added down the supply chain, this reduced barrier could help
churn some additional revenue and sales that spill over from the policy. Additionally, the
coefficient estimate for beer consumption per capita remains positive and statistically
significant. Lastly, the binary indicator for licensing fees is negative and statistically
significant at the ten percent level. Recall that the variable was set equal to one if the state
had more restrictive licensing fees (i.e., higher annual fees, limited carve-outs for small
producers), so the coefficient estimate indicates that higher financial burdens for licensing
are negatively correlated with the state’s per capita economic impact from the craft beer

sector.

Benchmarking in the craft distilled spirits industry

Methodology and data

To explore the policies and characteristics associated with better-performing distilled spirit
sectors, we collected data from a variety of resources. The primary outcome variables we use
in this section are the number of distilleries, the number of jobs supported by the distilling
industry, and the sector's economic activity. The data on the total number of distilleries is

sourced from the American Distilling Institute (2023), while the data on jobs and economic
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activity is derived from the Distilled Spirits Council of the United States (2025). The total
number of distilleries is based on 2022 estimates, while the jobs and economic activity reflect
2023 values, based on available data.

To account for differences in state populations, each outcome value is measured in
per-capita terms. This is achieved by dividing the outcome variable by the total population
(measured in millions). The calculation allows a more standardized comparison across the
states. For example, it allows for more fair comparisons between small states (e.g., Rhode
[sland) and large states (e.g., California). Of course, California will have more distilleries than
Rhode Island, but by standardizing it by total population, we can account for this difference.
The state’s population estimates come from the U.S. Census Bureau.

For the state policies, we collect information on five overarching categories. As in the
previous section, we are limited in the number of policies that can be included in the
regression analysis to retain sufficient statistical power to test for statistical significance.
Thus, we aggregate where possible, recognizing that this might mask potential nuances or
caveats in state policies. For example, we collected and cross-referenced information on the
licensing, permit, and other fees for distilleries from the American Distilling Institute (2025)
and the Distilled Spirits Council of the United States (2025). There is tremendous complexity
in the fee structure across state lines, but nuances often exist within a single state. One
common distinction came in different fee structures for small versus large producers. This
makes it challenging to create an objective measure of licensing, permit, and other fee
structures based solely on dollar values. Thus, we created a three-tier license and fees tier
that ranks states from least restrictive to most restrictive. The least restrictive states (i.e.,
those with a score of 1) have low license fees and few additional hurdles. The most restrictive
states (i.e., those with a score of 3) have higher license fees and additional fee structures. The
remaining states are viewed as having medium restrictiveness (i.e., a score of 2) on licensing
and permits.

Similarly, we collected data on whether each state allowed self-distribution, as well as
whether it allowed on-premise spirit sales. While these may appear to be binary variables,
there are nuances to the laws that impose restrictions or additional administrative burdens.
To account for this, rather than coding the variables as a zero or one, we use a “sliding scale”

that gives values between zero and one based on the structure of the policy. For example, for
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on-premise spirit sales, a state may not allow it (=0) or fully allow it (=1). However, there are
also instances where it falls in the middle. Examples include allowing the sales but requiring
an additional license, limiting sales to 1 - 3 oz. per person per day, and only allowing cocktail
sales (not full pours), among others. Thus, we incorporate quarter-values (0.25, 0.50, and
0.75), where values closer to zero are more restrictive and values closer to one are less
restrictive. A similar approach was used for self-distribution policies.

The two remaining variables were more straightforward to quantify. First was
identifying whether the state was a control or three-tier state for distilled spirits. According
to documentation from the Distilled Spirits Council of the United States, 17 states are
classified as control states for distilled spirits, while the remaining 33 have three-tier systems
(2025). For the regression analysis, we create a dummy variable that equals 1 for states with
a control system; 0 otherwise. The final state policy to include is the excise tax rate for
distilled spirits. Since our measure of the number of distilleries is based on final 2022
estimates, we use the reported state excise tax as of January 2023. This data was collected
from the Tax Foundation, measuring the distilled spirit excise tax rate in dollars per gallon
(Macumber-Rosin & Hoffer, 2025a).

We also include two state-level characteristics that could correlate with the industry’s
performance. First, we collect information on whether the state has a guild or association
that supports and lobbies for producers within the state. This information comes from the
American Distilling Institute’s Survey of Tasting Room Laws for Craft Distillers (American
Distilling Institute, 2025). Specifically, there is a column for each state indicating whether it
has a distilling guild or association. Those who have a guild are coded with a value of one,
while those without receive a value of zero. The second state-level characteristic we collect
is distilled spirit consumption per capita, accounting for consumer preference for these
products. This data is from 2022 and was obtained from Zhu (2024c).

Once all these data were formatted, we regressed each of the main outcome variables
of interest (distilleries per capita, distillery jobs per capita, and economic impact per capita)
on the explanatory variables described above. As before, positive coefficients indicate a
positive correlation between the respective variable and the outcome variable, and vice versa

for a negative coefficient.
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Results

Table 13 presents the regression output, where columns (1) - (3) correspond to the

relationship between the explanatory variables and the number of distilleries, distillery jobs,

and economic activity, respectively.

Overall, the results across the columns are noisy. For example, in the first column, the
only statistically significant variable is the binary indicator for whether the state is a control
or three-tier state. The results suggest a positive correlation between control state laws and
the number of distilleries per capita. It is critical to stress that this does not suggest that
switching from the three-tier system to control state policies leads to more distilleries per

capita. Instead, it is a spurious correlation that, with the effect only significant at the ten

percent level.

Table 13. Model output regressing distilled spirit outcome variables on state-level policies

and characteristics

Outcome variable (per capita)

(1) (2) (3)
Total Distillery Economic
VARIABLES distilleries jobs activity
State guild 2.03 -159.10 0.05
(1.66) (249.81) (0.09)
Control state 3.15* -707.99** -0.13
(1.75) (262.70) (0.09)
License and fees tier -1.57 88.53 0.01
(0.94) (141.40) (0.05)
Allow self-distribution 2.12 75.20 -0.08
(1.99) (298.07) (0.11)
Allows on-premise spirit sales 1.50 580.22** 0.08
(1.69) (253.85) (0.09)
Excise tax rate 0.07 20.73 0.00
(0.13) (19.50) (0.01)
Per capita distilled spirit consumption 2.13 2,235.16%** 0.21*
(2.26) (338.68) (0.12)
Constant 2.42 137.78 0.07
(4.13) (620.55) (0.22)
Observations 50 50 50
R-squared 0.28 0.66 0.17

Standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.10
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In fact, when moving into the number of jobs per capita, the direction of the sign for
the control state variable switches from positive to negative. The negative coefficient
estimate would suggest that control state policies are associated with fewer jobs in the
distilled spirits industry. Two other variables become statistically significant when
examining the number of jobs per capita: allowing on-premise spirit sales and per capita
distilled spirit consumption. Recall that allowing on-premise spirit sales was captured by a
variable that ranged from zero to one, with values closer to one indicating more lenient on-
premise sales policies. Thus, the positive coefficient estimate suggests a positive correlation
between the number of jobs in the distilled spirits industry and more lenient on-premise
sales policies. This was likely expected, as allowing on-premise sales creates opportunities
for roles in a business that would otherwise not be necessary (e.g., bartender). Relatedly,
states with higher per capita distilled spirit consumption tend to have more jobs in the
distilled spirits industry, as demand for these types of establishments is high.

For the final column on economic activity, the only variable with a statistically
significant estimate is for the per-capita distilled spirit consumption. This result is intuitive,
as it suggests that states with consumers who drink more distilled spirits tend to have a

higher economic impact, controlling for the population size.

Benchmarking in the cider and wine industry

Methodology and data

Given the existing regulatory framework, the benchmarking for wine and cider is
summarized within a single section. For traceable parsimony, we focus predominantly on the
wine industry, given its size and the availability of online resources. For this analysis, we aim
to understand the relationship between various state-level policies and the performance of
the wine industry.

To measure the performance of the wine industry, we collect data on the total number
of wineries, the number of winery jobs, and the number of winery tourist visits. Each of these
data sources originates from the Wine America 2025 Economic Impact Study, conducted by
the National Association of American Wineries (2025). These variables serve as our main

outcome variables, but it is first necessary to convert them into per capita terms. This
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transformation takes the total number of wineries, jobs, and visits, then divides them by the
state’s population.

Once we have these variables, we then collect data on the state policies. These are
collected from the Wine Institute (2025b) and other online resources. It includes information
on the restrictiveness of direct shipping laws, interstate retailer to consumer laws, self-
distribution laws, farm winery laws, excise tax rates, and more. There are nuances to state
laws that can make it difficult to codify for estimation. For example, some states (Alabama,
Idaho, Montana, and more) specify that wines with an alcohol content above a certain
threshold fall under state control rather than a three-tier system. The level varies across
states (e.g., above 16.5% for Alabama versus above 21.25% ABV for lowa). As most wines are
under these alcohol thresholds, states with this restriction on fortified wine are coded as
three-tier. Additionally, there are nuances to direct-to-consumer laws that created several
challenges during the coding process. For example, some states require specific licenses or
impose additional policies based on a winery’s designation, production threshold, or other
factors. Thus, to create a quantitative entry for the regression analysis, we quantitatively
summarized each state’s wine licensing and permit policies using a tiered base assessment
presented in Haas (2021), which is based on information from Sovos ShipCompliant (2025).
We use these data to categorize each state into one of four tiers, where one is the least
restrictive and four is the most restrictive.

Other factors besides state-level policies could also contribute to the state’s wine
industry’s performance, including consumer characteristics and viticultural areas. We
incorporate per capita wine consumption of the state’s population to serve as a proxy for
consumer preference for wine. These estimates come from Zhu (2024b). Data on established
American viticultural areas (AVAs) are also collected from the TTB. AVAs are federally-
established geographical indicators, where laws state that wines bearing a specific AVA label
must have “85 percent or more of the wine is derived from grapes grown within the
boundaries of that TTB-established AVA and that the wine is fully finished within the state or
one of the states in which the AVA is located” (Wine Institute, 2025a). There are single and
multi-state AVAs, and for the analysis, we sum the two together.

We then run three regressions, one for each outcome variable of interest (wineries,

jobs, and tourist visits), to gauge the consistency of the results. We take the per capita metric
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for each outcome variable and regress it on the state policies and characteristics listed above.
The coefficient estimates on the output inform us of the relationship between each variable
and the outcome metric. A positive and statistically significant coefficient would suggest that
the policy or characteristic, on average, correlates with more wineries, jobs, or tourist visits.

A negative and statistically significant coefficient would suggest the opposite.

Results

Table 14 presents the regression results. Column 1 presents the results for the number of
wineries per capita, whereas winery jobs per capita and winery tourist visits per capita are
presented in columns 2 and 3, respectively. Given the exploratory nature of this analysis, we
are primarily concerned with the direction of the sign rather than the magnitude of the point
estimate.

Starting with column 1, the results suggest only indicate that the number of AVAs is
positively correlated with the number of wineries per capita. This may be driven by
California, which has 154 AVAs, whereas the next closest is Oregon with 19. All other
variables are statistically insignificant.

For the number of jobs (column 2), there are more statistically significant
correlations. First, there is a negative and statistically significant coefficient on the variable
for restrictive direct-to-consumer laws. This suggests that states with more restrictive
licensing and permitting frameworks tend to have fewer winery jobs per capita. There is also
a negative and statistically significant coefficient for states that regulate the wine industry as
a control state. Alternatively, there are positive and statistically significant coefficients for
interstate retailer-to-consumer laws, the number of AVAs, and wine consumption per capita.
These are indicative of positive correlations with the number of winery jobs per capita in the
state.

For the number of tourist visits per capita (column 3), there are positive and
statistically significant estimates for the interstate retailer-to-consumer laws and the

number of AVAs. All other variables are statistically insignificant.

54



Table 14. Model output regressing wine outcome variables on state-level policies and
characteristics

Outcome variable (per capita)

(1) (2) (3)
Variables Wineries Winery Jobs  Tourist visits
Restrictive DTC laws -5.52 -659.00%** -25,112.67
(3.79) (174.10) (16,266.31)
Interstate retailer to consumer 12.39 991.35** 74,398.35*
(9.41) (432.47) (40,405.98)
Excise tax rate -3.55 -283.54 -9,536.66
(6.88) (316.58) (29,577.67)
Farm winery designation -7.42 -679.25 -40,460.94
(10.00) (459.90) (42,968.51)
Self-distribution to retailers 11.12 -119.53 32,844.41
(8.44) (388.01) (36,251.37)
Control state -4.40 -1,322.35** -34,086.65
(11.88) (546.49) (51,058.26)
Number of AVAs 0.62%** 17.55%* 6,268.79%**
(0.19) (8.51) (795.19)
Wine consumption per capita 15.97 3,857.52%** 86,802.80
(24.51) (1,126.97) (105,292.62)
Constant 20.93 4,792.08*** 87,351.46
(14.28) (656.75) (61,359.93)
Observations 50 50 50
R-squared 0.47 0.65 0.74

Standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.10

Practical considerations
The benchmarking exercise outlined here provides a snapshot of the current laws and
regulations governing different sectors of the craft beverage industry. While valuable, the
analysis has important limitations that should be considered. Over time, the craft beverage
landscape has evolved and matured, and state-level policies have adapted accordingly. A
cross-sectional policy evaluation cannot fully capture the policy dynamics that could have
shaped market trajectories during the craft beverage boom over the past decade or so.

For example, Harrison and Glaser (2024) suggest that changes in self-distribution
laws promote industry growth, reflected in higher brewery counts and employment metrics.
Their study leverages a panel data research design that tracks the number of breweries and

brewery employment per county over time. By identifying when different states changed
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their self-distribution policies, they could causally estimate the impact of changes in self-
distribution laws through robust econometric estimation. More specifically, their multi-
period framework allowed them to distinguish between control and treatment states, as well
as compare outcomes across pre- and post-policy periods using a difference-in-differences
framework. This design provided a comprehensive understanding of the relationship
between self-distribution laws and outcomes in the craft beer industry. In contrast, this
benchmarking study is restricted to a single snapshot of the 50 states.

Within this scope, our results offer exploratory insights into the correlations between
laws and the performance of the craft beverage market. It provides descriptive patterns that
may inform policymakers and stakeholders, but it does not replace the need for future work
with longitudinal data to better identify cause and effect. Future research could expand on
this work by introducing a temporal aspect, identifying how policy reforms interact with
craft beverage sector performance across space and time. Such an approach would enable
the dynamic and causal inference that is desired. Undertaking such an analysis would require
substantially greater resources, particularly given the complexity of a multi-sector, multi-law
framework. Nonetheless, the potential payoff is substantial, as it would yield stronger

evidence on the role of different state-level policies in shaping the craft beverage economy.

Strategic considerations

Modernize distribution and licensing frameworks

More flexible distribution and licensing are commonly associated with a stronger per capita
presence of craft beverage industries, whether measured through the number of
establishments, jobs, or economic impact. Policymakers can explore ways to ease regulatory
frameworks that promote market access without sacrificing safety, consumer trust, or
responsible oversight. Stakeholder feedback should be actively incorporated to ensure the
reforms address the most prominent challenges and opportunities. Pilot initiatives on
expanded self-distribution, eased direct-to-consumer laws, or other reforms could provide
valuable insights into how regulatory flexibility affects business strategy and industry

performance.
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Adopt a portfolio mindset in industry support

There is no one-size-fits-all solution to stabilizing the long-term growth and competitiveness
of each craft beverage sector. Policymakers can instead adopt a portfolio mindset toward
policy development, recognizing how incremental gains across multiple regulatory
dimensions can collectively create significant opportunities for small businesses, even when
a single minor policy change may not appear transformative on its own. The approach must
recognize that each craft beverage sector has unique needs and ensure all voices are
represented in the policymaking process. Stakeholders can further advance this goal through
cross-category collaboration, such as coordinated policy campaigns. Strengthening
collaboration among policymakers, state guilds, and other industry stakeholders will help

build a more resilient and innovative craft beverage ecosystem.
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Chapter 5. Policy and marketing recommendations
Overview
We consider the results presented in the previous chapters to offer recommendations to
solidify and support Michigan craft beverage producers. We also collected responses from
attendees at the 2025 American Association of Wine Economists Annual Meeting (Figure 20).
By identifying consumer and producer preferences and benchmarking national practices, we
generate insights and recommendations that enable policymakers and stakeholders to

navigate the future of local craft beverage markets.
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Figure 20. Word cloud on ways to support craft beverage producers according to researchers
and industry members at the 2025 American Association of Wine Economists conference
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Recommendation #1: Promote local adjuncts, but ensure quality and consistency

Craft beverage industries have their roots in consumer demand for local and regional
products, with many studies suggesting consumers are willing to pay price premiums for
these locally manufactured beverages (Farris et al., 2019; Moreno & Malone, 2021; Staples,
Malone, & Sirrine, 2021). Producers are consistently seeking ways to differentiate their
products from the competition, identify value-added opportunities, and support local
farmers. As such, there has been heightened interest in increased use and availability of

locally sourced inputs.
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While the average consumer values localness, product quality, and taste reign
supreme. One limitation of relying heavily on local inputs is the potential perception of
decreased product quality or consistency, as well as the possibility of higher prices (Staples
et al,, 2021). Therefore, although consumers may value the use of local agriculture in their
craft beverages, producers must prioritize quality and consistency above all else. This
potential tradeoff may cause hesitation among producers to embrace local inputs in their
production process, but there are opportunities to embrace and utilize local agriculture.

In fact, producers should be encouraged to use local adjuncts where feasible to
stimulate demand for a value-added product that could garner a price premium. For example,
Michigan is one of the most agriculturally diverse states in the nation, yielding a unique
opportunity for craft beverage manufacturers across all alcohol categories. To illustrate this
versatility, Table 15 highlights examples of Michigan’s agricultural commodities that can be
incorporated into the beer, cider, distilled spirit, and wine-making processes. Some of these
products could be featured as primary ingredients in flagship products (e.g., grapes for wine
or barley for whiskey), while others could be used as adjuncts for experimental options (e.g.,
jalapefios for spicy hard cider, blueberries for a wheat ale). While not exhaustive, the table
highlights the flexibility that producers can have in utilizing local inputs in production.

Equally important in the decision to use local inputs is effective communication about
these value-added attributes to consumers. Localness must be made visible through
marketing, labeling, and messaging on menus, chalkboards, and other promotional materials.
Even when price premiums are not charged to the consumer, marketing the use of local
inputs can increase the likelihood of a consumer selecting it in on- or off-premise settings.
Consumers may be interested in exploring new flavors, supporting local businesses, or for
any number of other reasons. Regardless, the only way they can “see” this value-added

localness attribute is if it is effectively communicated to them at the point of purchase.
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Table 15. Examples of Michigan-grown inputs that could be used as inputs to local craft
beverage production in traditional and experimental products

MI-grown inputs Beverage categories

Apples Cider, Distilled spirits

Barley Beer, distilled spirits
Blueberries Beer, cider, wine

Cherries Beer, cider, distilled spirits, wine
Corn Beer, distilled spirits

Grapes Wine

Herbs and botanicals Beer, cider, distilled spirits,
Honey Beer, cider, distilled spirits, mead, wine
Hops Beer (hop water)

Jalapefios Beer, cider

Maple syrup Beer, cider, distilled spirits

Oats Beer, distilled spirits

Peaches Beer, cider, wine

Plums Cider, wine

Rye Beer, distilled spirits

Spices Beer, cider, distilled spirits, wine
Wheat Beer, distilled spirits

Recommendation #2: Cross-category collaboration on key policy issues

The producer survey stressed the importance of modernizing distribution regulations and
modifying licensing, zoning, and permitting policies. Deregulation and removing
unnecessary barriers were also themes highlighted in the feedback from attendees at the
2025 American Association of Wine Economists Annual Meeting (Figure 20). Some

»n o«

responses included “removing unnecessary barriers,” “ease up on outdated laws,” and
multiple replies of “deregulation.”

Craft beverage producers across various categories should organize to address key
legislative issues. With limited resources and significant time commitments required to
change policy, combining resources and a unified front can reduce the burden on
stakeholders. A coordinated approach ensures that the concerns of small businesses, which
often lack the lobbying power of larger entities, are more effectively represented. This is
critical, as small businesses are often disproportionately harmed by widespread policy

changes due to their limited economies of scale and narrower profit margins. Additionally,

heightened coordination across beverage categories can facilitate the identification of shared
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policy concerns, while still allowing for category-specific priorities. By working together,
producers can reduce the costs of political lobbying while strengthening visibility and
political influence.

On arelated note, industry groups could aggregate resources to enable their members
to more clearly access and understand existing regulations and their potential impact on
business performance. For example, the Brewers Association website contained a detailed
set of regulations that was easily accessible, even to non-members. For other sectors, this
information was tougher to aggregate. Of course, laws can be complex, but aggregating
resources can provide a helpful starting point for small businesses and entrepreneurs in this
space. The spreadsheets developed for this report were done at a national level to see how
laws varied across states. However, a localized version at the state level would likely prove

even more beneficial.

Recommendation #3: Embrace the blurred lines of what defines a beverage category
Nearly half of the respondents in our consumer sample report consuming more than one
type of alcohol in the last three months, supporting claims that cross-category drinking is
becoming more common among consumers. These drinking trends have also been
complicated by the emergence of products that do not fit in traditional categories (e.g., hard
seltzers), the expansions of product lines (e.g., canned wine, ready-to-drink cocktails), and
innovation in novel beverage categories (e.g., hemp-infused beverages). Thus, consumers are
no longer confined to a single product category and are becoming increasingly variety-
seeking as the number of new products on retail shelves continues to expand.

As such, we can see craft beverage producers beginning to market themselves more
as beverage manufacturers rather than simply as craft brewers, for example. In fact, many
multinational brewing companies now have alcohol and non-alcoholic beverages in their
portfolios. Some larger craft producers have also diversified their offerings and adjusted
their branding. For example, the historic beer company Odell Brewing Company in Fort
Collins, Colorado, converted part of its brewery to launch its OBC Wine Project in 2020
(Johnson-Greenough, 2021). This initiative created a new social setting that appealed to a

more diverse consumer base, serving beer and wine consumers in an urban area.
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This is not to say that producers should abandon their core principles and business
plan. Flagship offerings remain essential to the brand's stability and retention of its core
consumer base. However, supplementing this product line with unique offerings and
multiple beverage categories, including both alcoholic and non-alcoholic options, can appeal
to a broader audience and create a more welcoming environment. Of course, producing
across multiple beverage categories can create additional legal and administrative headaches
for small businesses. One solution could be partnerships and collaborations with local,
regional, or national businesses to offer multiple beverage categories at a single location. This

could be as simple as alcoholic and non-alcoholic alternatives in refrigerators or guest taps.
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