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Resiliency and innovation are hallmarks of the craft brewing industry.
From experimenting with new ingredients to finding ways to survive in
the face of prohibition, developing creative solutions to challenges is
something we’ve come to expect from our favorite craft brewers.
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Resiliency and innovation are hallmarks of the craft brewing industry. From experimenting with new
ingredients to finding ways to survive in the face of prohibition, developing creative solutions to challenges
is something we’ve come to expect from our favorite craft brewers. 2018 tested that resiliency, both
politically and economically. Trade policy has created a shifting playing field, with tariffs threatened and
enacted, and trade agreements proposed and dismantled. 2018 ended, and this year began, amidst the
longest federal government shutdown in history. These unique conditions have affected—and continue to
affect—most industries, and the craft beer industry is no exception. As part of an already constantly
changing industry, breweries offer an informative glimpse into possible developments we might see in
coming years.
Trade Policy
Changes in trade policy can have major impacts on the craft beer industry, and over the past year, they have.
The 2018 tariffs the United States levied on steel and aluminum imports are a prime example—most beer
is brewed in elaborate stainless steel setups, and aluminum cans have surpassed glass bottles and continue
to increase in market share as retail beer vessels. The Brewers Association, a trade association for small and
independent craft brewers, has expressed concern about these tariffs, citing the disproportionate effect on
smaller breweries as compared to larger, more established ones. Because the steel and aluminum tariffs
affect, respectively, the cost and availability of materials for producing and for distributing beer, they likely
serve as a barrier to both the creation and expansion of independent breweries. At the other end of the size
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spectrum, multinational beverage companies have also expressed concerns that tariffs on aluminum could
curtail growth and investment in product, as more operating funds will necessarily be diverted to packaging.
The tariffs’ long-term effects remain to be seen, but breweries and many other businesses anticipate raising
prices, slowing hiring, or both, in reaction to the increased cost of necessary raw materials.
Government Shutdown
The government shutdown has also hampered the growth of craft and micro-breweries. During the
shutdown, the federal Alcohol and Tobacco Tax and Trade Bureau (TTB) suspended operations. This entity
is responsible for approving the contents of labels for new beer releases, which must include the disclosure
of certain ingredients such as colors and sweeteners, a health warning statement for beverages with .5
percent alcohol by volume or greater, and the specific alcohol content, if required by state law. Approval of
new labels halted during suspension of TTB operations, meaning new or pending applications were not
reviewed and a backlog developed. Because of the varying timeline from concept development through
brewing and packaging to distribution, this interruption in what most consider a routine application and
approval process will likely mean that some seasonal and other limited-release beers will never reach the
shelves. Breweries must leave partially to chance whether the labels for their new Maibock will be approved
in time for a spring release, and whether the backlog will be alleviated by the time their fruity wheat or
refreshing gose is ready to hit the summer shelves. These delays and cancellations of releases will have a
negative impact on breweries’ profitability, particularly breweries that rely on rotating releases rather
than—or more heavily than—on flagships, and may jeopardize the viability of fledgling would-be startups.
The Small Business Administration (SBA) stopped processing loan applications during the shutdown,
delaying, sometimes indefinitely, the inception of many startups including breweries. Aside from this
obvious short-term effect, the temporary unavailability of small business loans may have longer-reaching
consequences. Loans from the SBA have long been considered reliable, and government funding stable.
However, in light of the recently ended shutdown and the uncertainty of future uninterrupted government
operation, borrowers both in the brewing industry and more broadly may turn to alternative, private-sector
sources of funding. Hesitancy to rely on SBA loans could lead to an increase in reliance on private-sector
funding, and the development of new private-sector funding sources. Indeed, breweries have long embraced
the employee-ownership model, and many are now turning to crowdfunding as a method for recruiting
investors to buy into the company in exchange for start-up cash.
The Farm Bill
While 2018 certainly contained a few setbacks for breweries, particularly smaller, less-established
breweries, the long-awaited Farm Bill—signed into law near the end of December— offers some significant
opportunities for growth in the industry. Key provisions of the Agriculture Improvement Act of 2018
promise safeguards for domestic cultivation of hops and barley, two primary ingredients of beer. The final
version of the act reflected the “Hop Plant Health Initiative,” which provides for high priority research into
diseases affecting hops in the United States. The act similarly promises research into diseases and other
afflictions affecting barley. In addition, the act contemplates expanding crop insurance to cover both hops
and malting barley. These provisions, particularly in conjunction with each other, should stabilize hops and
barley as viable domestic crops. The exact effects of the Farm Bill on the brewing industry are uncertain,
but increased availability of these domestically grown raw ingredients will likely represent increased
opportunity, particularly if trade relations and import barriers remain uncertain. These benefits may be felt
more strongly by smaller, and newer, breweries who either have the flexibility to experiment in small
batches with crops from untried sources, or who have yet to enter into supply contracts from established
producers.
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Looking Ahead
Craft beer has continued to evolve and flourish in this changing climate. Brewers adapt in response to the
issues they encounter—some startups have turned to crowd-funding, while other breweries focus on hyperlocal distribution to limit expenditures on aluminum cans and to avoid federal requirements triggered by
out-of-state shipment. The new year will likely pose new challenges, but new examples of resilience and
innovation are sure to emerge.
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