Montana: 2009 liquor sales decline: Smoking ban, economy slow alcohol growth rate
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With the economy on the rocks, Montanans tempered their thirst for alcohol last year, according to state sales figures showing a rare growth decline.

Liquor sales grew just 1.9 percent in 2009 after growing at least 5 percent a year over the past decade, according to sales figures from the state Department of Revenue's Liquor Control Division. The division is the state's lone wholesaler for nearly 1,800 liquor and fortified wine products.

The year's worst month for liquor sales was October when the Montana's bars went smokeless under state law. Sales were off more than $1.5 million compared to the same month in 2008 and liquor case sales fell 8,430.

"It's undeniable across the board that the smoking ban had a negative impact on licensed premises," said Mark Staples of the Montana Tavern Association. "Let's not fool ourselves. We said it was going to happen and it happened."

The decline of more than 15 percent was in line with the drop for gambling machine revenue in the last three months of the year, which was 16.8 percent. However, the cash loss was fractional. Taxable gambling receipts were off more than $15 million in the last quarter of the year, according to the state Department of Justice.

Other state industries, such as timber, have been much worse off, Staples said, and tavern owners in no way want to draw comparisons.

Still, the drop in liquor sales after the beginning of the Oct. 1 smoking ban was noticeable in 37 of 49 counties where liquor is sold to bars through agency stores. In Yellowstone County, sales were off 20 percent compared to the same month in 2008.

"What we observed is that people playing a machine will cash out a ticket, go have a cigarette and say 'the heck with it,' and not come back," said Jim Grubbs, owner of the Amvets Club 90 in Billings.

Smokers are now getting used to going outside, having a cigarette, and then returning to the bar, Grubbs said, though business hasn't returned to the way it was before the smoking ban.

An economy-related trend Grubbs has observed is customers buying down. Well drinks are popular as patrons avoid higher prices associated with premium brands.

Doug Kirby, who owns state agency Liquor Store 196, has noticed the same thing.

"I'm finally starting to see people buy cheaper alcohol," said Kirby, who has seen sales of premium brands like Crown Royal, or Gray Goose vodka taper off, except with younger buyers.

The smoking ban didn't exactly drive bar patrons into Kirby's liquor store for sales to go. The weather did.

"I didn't notice it so much when it was still warm out, but once it got really cold, I could tell," Kirby said. "People didn't want to go outside to one of those smoking areas" that have become common sites outside smoke-free bars.

December was good for those sales, according to Kirby who has operated Store 196 for 15 years.

December wasn't good for liquor sales overall. Sales were down

6.3 percent from December 2008, partly because of weather tavern owners speculate, but also because of a recession-related decline in office Christmas parties.

The Bureau of National Affairs reported that 67 percent of surveyed companies had year-end parties compared to 81 percent in 2008. It was the lowest number reported since 1992.

"If they were doing parties, they were spending less on food and spending less on beverages," said Cheri Milne, manger of the Billings Holiday Inn. "The nights ended a little earlier."

State data shows sharp declines in some communities hit hard by the recession. Sales in Flathead County, where unemployment was slightly less than 11 percent at year's end, were off $669,000 from the previous year. That's despite visits to nearby Glacier National Park topping 2 million for only the third time in the park's history.

 

