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Abstract


This paper will look at the brewing industry by analyzing a small brewery in rural southwest Wisconsin that tells the story of a once prosperous local brewery that eventually could not compete.  The Potosi Brewing Company closed its doors in 1972 after 120 years of brewing, leaving behind another empty brewery and a local community without an industry that provided so much to its identity.   In this paper I will look at the reasons why it closed and whether it can be explained by external factors such as competition or internal factors such as equipment failure and family pressures, or a combination of both.  I will look at the records of the Potosi Brewery that are held by the archives at the University of Wisconsin - Platteville to tell the story of the Potosi Brewing Co. I will also use correspondence with a member of the community of Potosi to explain how the closing of the brewery affected the community.  Several secondary sources will be utilized to help explain the larger trends of the American brewing industry, from its early days up until 1975.  The study of the Potosi Brewing Co will shed new light on the history of American beer and brewing from the viewpoint of small brewery and the community that supported it.
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INTRODUCTION

In a correspondence between the Potosi Brewing Company and Al Weber, Weber explains his relation to the brewery at the end of the 1960’s:

In the year 1969 I was a member of the Grant County Board.  The Potosi Brewery was struggling to stay alive.  I took a cue from Milwaukee where the only beer served at the baseball park was made in Milwaukee.  I put together a resolution that since Grant County owned the fair grounds and Potosi Brewery was a Grant County Industry, the only beer sold on the grounds would be Grant County Beer.  The County Board Passed it.  This worked for the 1969 Fair, but it was not well accepted by the beer drinkers.  It wasn't long until the policy was changed to allow any brand when beer was sold on the grounds.


Al Weber, although without knowing it, was exposing the problems of the small brewery in America in 1969.  Across the nation many of the small breweries were closing their doors, losing their markets to the larger brewers.  Be it the inability to have sole rights to a local fair or losing valuable point of sale positioning in their local taverns and liquor stores, small brewers were being pushed out of the picture.  The Potosi Brewing Company (PBC) stayed in the struggle until 1972, an accomplishment when considering the sizable competition.  By 1973, only eleven breweries existed in Wisconsin compared to the forty-eight that existed just twenty-three years earlier.  The national market situation was worse with only 122 breweries in 1973 as compared to the 392 in 1950.
  


After the Second World War, a new generation of Americans, with the horrors of war and depression behind them, were beginning an era of consumption never before witnessed.  The brewing industry was eager for the change.  Beer consumption in America hit new highs in the post-prohibition era, with Americans drinking 86.9 million barrels nationwide and a per capita consumption of 18.5 gallons in 1948.


This paper is an attempt to understand American beer competition after the Second World War up to 1975.  During this time the national brewers began to control larger percentages of the market.  Using advertising and introducing new beers, they gained more customers, at the same time making the small breweries of America unable to compete.  With the big breweries gaining in size both due to increased consumption and moving into new markets, forcing the small regional breweries out of the picture by either forcing them to close their doors or purchasing their labels, America was left with a new national brewing oligopoly.  This paper is an attempt to tell this story by looking at the story of a small brewery and its struggle to stay in business.


Al Weber also showed the sense of pride from the community of Potosi and Grant County had in the brewery.  The brewery was an industry that had been with the community for 120 years.  The community was not only a loyal consumer of PBC's beer, it also provided the employees.  The brewery over time became something that the community of Potosi saw as a major part of their identity.  As Schlitz was, “The beer that made Milwaukee famous”, the Potosi Brewing Company is the reason anybody knew about the town of Potosi after the Second World War  


The community of Potosi was hard hit by the closing of the brewery.  The main industry provided the community with a sense of pride and employment.  It was the only thing other than agriculture and a few businesses that the community had.  The employees, usually numbering between fifty and seventy, of the brewery were a close knit group of men.
  Generations of family members worked at the brewery. Sons replaced fathers and brothers vouched for each other when applying for jobs. Economically, the closing of the brewery meant the few other industries, in the town began to struggle.  When the brewery closed the effects rippled through the town for years to come.

The Potosi Brewery was chosen for a variety of reasons.  The time period in which PBC closed was important because it was part of the thirty-seven breweries in Wisconsin that closed between 1950 and 1975.
  At least seventeen of those breweries are assumed to have closed due to the increased marketing pressures of the larger national brewers, the Potosi Brewing Company was the last of the seventeen to eventually close its doors in 1972.
  These breweries were examples of the turbulent time to be in the brewing industry as a small brewer.   The second reason is that the Potosi Brewing Company held a fairly large market.  Potosi is a rural town of only around 700 people. It supplied a large area and had easy access to four states, Iowa, Wisconsin, Minnesota, and Illinois. With a large market area including the city of Dubuque, Iowa, one could have expected the brewery to be able to hold off the national competition, the same way Point Brewery in Stevens Point, Wisconsin and Leinenkugel’s Brewery in Chippewa Falls, Wisconsin(until eventual a buyout by Miller).  The fact that Potosi had a relatively large market provided more insight into competition over a larger area. PBC also managed to stay in business up until 1972, this will provide me with information on the market competition’s effect on PBC for a longer period of time including external and internal problems that forced them to close.  The final reason that PBC was chosen was that it was directly linked to the community through its owners and its employees.  The locally-owned family company held such importance in a town of 700 people that the closing would have meant major changes for the community.  As many of the breweries that went before it were also local family owned and operated, the decision to sell off to the larger national brewers became a larger question not only to the breweries but also to their communities and families.

Potosi Brewing Company stayed in business until 1972 due to the loyalty of its consumers and the resilience of the owners.  Yet the brewery closed its doors due to the power of the larger brewers and the internal factors that issued the final death blows to the company.  The closing of the brewery left behind a community that once prided itself with an industry it helped to create.  The Potosi Brewing Company held such a large part of the identity of Potosi that without it the people of the community were forced to leave the town and local businesses other than the brewery began to fail.  The closing of the Potosi Brewing Company led directly to a depressed economy and social atmosphere in the town of Potosi until it reemerged and once again anchored the community.
Figure 1:    

                               [image: image1.png]




Source: Potosi/Tennyson Chamber of Commerce.

REVIEW OF SECONDARY SOURCES


The history of American beer, has had significant research from biographies of our first beer barons to many books on the history of Prohibition. There also has been much written in regards to competition of the breweries after the Second World War.  History has not been the only discipline interested in the brewing industry, but also economics and business journals have written on the competition in the brewing industry, specifically on the emergence of a national brewing oligopoly, economies of scale, and concentration and collusion.  The disciplines of economics and business look at the brewing industry as one of the best current examples of an oligopoly. 

Of the first articles written on the brewing industry that I looked at, a few were from The Business History Review published by Harvard University.  One of the most important papers I found was an article written by A.M. McGahan entitled, “The Emergence of the National Brewing Oligopoly.”  McGahan explains in his article that an oligopoly emerged in the twenty-five years after prohibition, before the Justice Department did anything to stop it.


Further reading was necessary to gain a better story. I then decided to look at the scholarly books that were available.  Of the half dozen books that I found dealing with the competition of the American brewing market, each gave me a different look at the same story.  Their story was that the brewing industry became more concentrated and the smaller brewers were forced to close due to the larger brewers taking a greater market share.  Some even claim that this story is false but manage to give a good version of it.
Amy Mittleman gives us an excellent history of American beer and competition but also tells the story from the view point of the brewing industry’s battle with the federal government.  She states, “The book examines the ebb and flow of federal regulation of the brewing industry with Prohibition at its peak.”
  Important aspects to look at when dealing with the anti-trust issues that arise when the national brewers had taken over the majority of the market.  

Philip van Munching's, Beer Blast gives us a look at how the national brewers ate up the market and their continuing battles for consumer’s money through advertising and promotions.  Van Munching worked for the national brewers before his retirement and provides insight into the history of American beer and the measures that the national brewers took to secure markets. Most of the books out there deal directly with the large national brewers and tell the story from their point of view.  Either it is the large national brewers and the ambitions of their main men, or how the national brewers compete among themselves, or even how the large national brewers compete with the government.  The story has been one-sided for a long time.  


Maureen Ogle’s book Ambitious Brew: The Story of American Beer, states that, “I discovered that almost every aspect of that oft-told tale of skullduggery, greed, and woe was false and that the truth was considerably more interesting and complex.”
  Ogle's book does not provide the data to back up her claim that this story is false but rather gives the same story with considerable detail about the main men behind the brewing industry's biggest firms.  Instead of focusing on the smaller brewers and their story, she focuses on the ambitions of the main men in the brewing industry such as Fredrick Miller and Adolphus Busch.  I do not disagree with her that these were men of ambition but contend that many of the small brewers were just as ambitious if not more so.

There are a few histories out there that do a good job in telling the story from both sides.  Of these, Jerry Apps book, Breweries of Wisconsin does a good job.  He tells the stories of the large breweries and he also gives mention to the small breweries that were forced to close in one of his final chapters.
  The last source I looked at was David Gerasimow's, “The Failure of Small Breweries after World War II: Wisconsin Case Studies.” This paper looks at the history of two small breweries that closed their doors between 1950 and 1975; one of them is the Potosi Brewing Company.  Gerasimow looks at the closing of the breweries as the result of not only external problems posed by the national brewers but also a result of a series of internal factors that would eventually doom the company.   These two authors tell the story from the aspect of the small brewer, showing that they were very much actors in their own history.


It is my intention to also tell the story from the side of the smaller brewers.  I will focus on their problems both with the national brewers and within their own brewery.  In addition, I will provide a further social history on the town of Potosi and the effects that the town felt after the closing of its major industry. 

HISTORICAL BACKGROUND
Ambition

“They followed the practices of most German brewers of that time, relying on strong backs and shoulders to brew by hand rather than machine.”
  Maureen Ogle is referring to Phillip Best and his lofty ambitions of starting a brewery in the frontier town of Milwaukee in 1844.  In the first half of the 19th century, German immigrants in many major cities in America brought with them a new beer: Lager.  Lager was a beer that was lighter than the normal English ale that had preceded it in America.  Ale is a dark and heavy drink that was easy to brew and just as easy to spoil. Whereas Lager is a light and pampered beer, requiring a good amount of time and care to produce.   Lager required that the fermentation of the brew take place in a regulated cool temperature, provided by caves.  The extra time and care required to brew lager was not unrewarded.  Lager was a beer with a greater fortitude that prevented it from spoiling as fast as Ale.
 

In the 1840s German immigrants were introducing lager into many American cities including, New York, Philadelphia, St. Louis, Chicago, and Milwaukee.  Large numbers of German immigrants also provided the demand.  As with most immigrants, Germans brought with them the amusements and customs of their old home.  Lager was followed by beer gardens.  Often these places were built by the brewers themselves providing a place for people to enjoy their beer and gathering of fellow German immigrants.  These gardens provided immigrants with an array of community activities outside of the surly walls of a tavern.
 

The city of Potosi was no different than many other frontier towns of Wisconsin in the mid 1800s.   Lead mining began the first population movement into Potosi.  Hundreds of speculators found their way to Potosi to mine lead and by 1848, the year Wisconsin became a state, Potosi had a population of 1,500. Gabriel Hail, an English immigrant, saw the community need for a brewery and founded his site along what became Potosi's main street.  Hail chose his brewery's location due to a natural spring that gushed water at 46 degrees Fahrenheit and the presence of a natural cave.  Water and natural refrigeration are basic needs of any brewer at the time and he managed to secure both in one spot.
 The Gabriel Hail Brewery began operations in June of 1852 and experienced considerable success.  The population of Potosi eventually declined with the miners move from lead to gold in the west, but the brewery remained until the death of Hail in 1884.

Potosi, not the size of St. Louis or Milwaukee, was considered a frontier town in the mid 19th century.  These towns received little connection to the rest of the world.  Rough roads and the Mississippi River were the modes of transportation, so distribution of the beer was fairly difficult. Potosi was not the only small town in southwest Wisconsin that had this problem.   The surrounding areas were dotted with small towns.  The poor transportation and weather often meant that people did not stray far from their home town.  Each small town came with its own brewery.  As Jerry Apps explains,

In those days almost every little town in the area boasted its own brewery. Boscobel, British Hollow, Cassville, Galena, Highland, Platteville, and Prairie du Chien all had breweries.  Therefore, the Potosi brewery's intended market was primarily Potosi and the immediate surrounding area.

When Gabriel Hail died in 1884, a former employee of his purchased the vacant brewery two years later and began making German lager.  Adam Schumacher, a native of Bavaria, found a population happy to have the brewery running again and his beer was received well by the community.  He sent his profits back to his family in Bavaria; in return, three of his brothers came to Potosi to help him run the brewery.  Nicholas became the manager of the brewery, Henry became brewmaster, and George held other positions. By 1906, The Adam Schumacher Brewery was incorporated as The Potosi Brewing Company and was producing around 6,500 barrels annually. The change of names can be seen as Schumacher's recognition of the Potosi community's importance to the small brewery.

Innovation and Prohibition

In 1873, America reached its peak in the amount of breweries operating at 4,131, producing nine million barrels of beer annually.
  The over 4,000 breweries operating did not continue for much longer.  The industry became more concentrated through the innovations of bottling, pasteurization, refrigeration, and transportation.
  These innovations expanded the market of the traditional brewery and allowed for growth that breweries once never thought possible.  With this expansive growth also came increased consumption.  By 1900, production reached 39 million barrels and the per capita consumption was 16.1 gallons.  This growth in consumption can be attributed to increased availability to new areas and German immigration during this time, which brought in not only consumers, but also skilled workers.
 

Figure 2:
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Source: William Downard, Dictionary of the History of American Brewing and Distilling


The brewing industry was not alone in its growth.  American businesses in the first half of the 20th century began a steady growth.  Alfred D. Chandler Jr. points to the modern growth as a direct response to the new forms of transportation of communication that were becoming more common, such as the telegraph and the railroad system. He states that, “New forms of transportation and communication, in turn permitted the rise of modern mass marketing and modern mass production.”
  
This held true for the breweries as well and the industry continued to grow throughout the late 19th and early 20th centuries due to the increased production capacity and the ability for breweries to move their product into a larger market.  Pasteurization and transportation technologies allowed for some brewers to ship their beer long distances without the fear that the beer would spoil.  The first brewery to take advantage of this was Anheuser - Busch brewing company, recognizing that they could now ship long distances with a consistent quality and taste.
 The company began shipping into the southwest United States by using the technologies available such as pasteurization, bottling, and refrigeration.
  The transportation of beer changed the industry.  With the introduction of refrigerated rail cars and pasteurization, brewers now had an outlet to sell more beer.  To sell more beer, the larger breweries invested in large scale operations with new brew vats and bottling houses.  These investments furthered the continued growth of these larger brewers.  As Maureen Ogle notes, “The bigger his market grew, the more brewing capacity he needed; and the bigger his brew vats, the more beer he had to sell in order to make the investment pay off.”
   With the large breweries of America all expanding their markets they were eventually bound to run into each other, resulting in ruthless competition.


As Philip van Munching explains, “By 1910, the national tally of breweries had fallen back to 1,568 from its high of over 4,000 just thirty-seven years earlier, though the combined output in 1910 was fifty-three million barrels, nearly six times as much volume from well under half the breweries.”
 Larger brewers were able to keep expanding by setting up new plants and transporting their beers across the nation.  By the start of the 20th century, America had its first big three in brewing, consisting of Anheuser – Busch, Pabst, and Schlitz.


The Potosi Brewing Company adjusted to this new competition by introducing its own innovations to stay competitive.  Adam Schumacher recognized that transporting his beer across the Mississippi River to Dubuque, Iowa would provide the brewery with a larger market in which to sell Potosi beer.  He proceeded to purchase a steam boat and send daily deliveries into Dubuque.  This innovation, which is the only known steam boat beer delivery in the nation, not only provided PBC with a much needed larger market, it also served as a great marketing strategy.  The steam boat was also used to take groups of people to and from the sandbars of the Mississippi River for picnics with a local orchestra providing picnickers with entertainment.
 

Transportation seemed to be an area of expertise for the Schumacher brothers.  By 1919, they had converted their teams of horses and wagons into a fleet of gas powered trucks that could deliver the beer faster and more efficiently. The brewery completed their three-point transportation system by the utilization of the rail system that ran along the Mississippi River.  The rails brought in ingredients and took out the finished product as far as New York and California.


The innovation of the brewing industry brought about a new era of brewing in America where every brewer was forced to search out new markets.  In order to keep up in the industry, breweries had to be able to maintain a quality product over long distances and be able to compete with other brewers that were striving to do the same.  The larger national brewers such as Anheuser-Busch, Schlitz, and Pabst achieved the first levels of success relatively early.  They were able to market their beer further and with more advertising than their smaller counterparts.  Beer was now available in more places than before thanks to the innovations of the late 19th century.  The smaller brewers struggled to keep up with the continuing growth and many of them were forced to close their doors.


The continued growth of the national brewers would have been inevitable, with innovations allowing for greater markets.  Larger markets would lead to increase production and greater investment in capitol, allowing for larger economies of scale.  Yet, there were those that saw alcohol as the largest contributor to the social ills of the day.  The growing movement against alcohol led directly to Prohibition.  Prohibition meant disaster for many of the breweries in the United States.  The 18th Amendment and the Volstead Act in 1919 brought the brewing industry to a complete stand still by stopping the legal production of beer and liquor in the United States.
  Breweries tried to stay in business during this time by producing near-beer, a beer with very low alcohol content.
  Surviving Prohibition meant that many breweries had to put their large equipment to new uses.  Potosi Brewing Company did not fail due to Prohibition, taking on several entrepreneurial activities including, making near-beer, starting a dairy farm, and delivering ice, coal, and milk to the people of Potosi; by doing this they were able to keep twenty to thirty men employed at the brewery to the relief of them and their families.

Competition

The ambitions and innovations continued throughout these years.  The 1930s brought with them the repeal of prohibition and if those thirsting for the lagers of Anheuser-Busch, Schlitz, and Pabst had not gotten too sick from the home-brews and bathtub gins, they were ready to celebrate the end of a long drought.  There was a problem though; the 1930s also brought the Great Depression. This did not hamper the ambitions of the brewers who saw the Great Depression as a reason to innovate and move forward.  Take-home packaging was made available by the soda-pop industry and was the great reliever of the Great Depression's grip on the beer drinker.  The metal can allowed breweries to market their beer in supermarkets and in convenient and affordable amounts.  The can also allowed for greater quality control of the beer by relieving the effects of sunlight on the beer and avoiding glass bottle breakages.  By the 1940s, take-home beer accounted for nearly fifty percent of all beer sold in America.

After Prohibition, the emergence of the national brands that spent the years before Prohibition sizing up their operations and expanding their markets soon began to take hold of the national market.  The years between 1935 and 1958 saw an increasing trend of the national breweries taking larger percentages of the national market.   A.M. McGahan sees these years as the emergence of the national brewing oligopoly.  He states that, “Growth by large brewers came largely at the expense of smaller competitors.  In 1935, 766 breweries operated, but only 252 existed in 1958.”


The 1940s brought with them another World War and rationing.  The brewers took their fair share of rationing, and at the same time made up to fifteen percent of their output available to the military.  By being patriotic they also managed to market their beers to our soldiers who came home and recognized the beers they had during the war.  This production put more breweries into the million barrel club, a club once only exclusive of the top three, Anheuser Busch, Schlitz, and Pabst.


After the war in Europe and the Pacific, the market war in the United States began between the major brewers, according to Philip van Munching:

For the big brewers from St. Louis and Milwaukee, the postwar challenge was to expand their positions as national brewers. Pabst would crack the New York market as early as 1946, by buying Newark brewery.  They were followed east by Schlitz, which bought a Brooklyn brewery in 1949, and Anheuser-Busch which built a new brewery in Newark two years later.


The expansion did not end on the east coast.  The top two, Anheuser-Busch and Schlitz, went to the west coast and other larger markets, setting up operations in California, Kansas City, and Tampa.
   Other brewers did not have to look nationally to take advantage of the market. G. Heileman Brewing, a regional brewer that supplied the area of Wisconsin, Illinois, Minnesota, and Iowa, bought up over a dozen labels (breweries and their products) throughout the Midwest including large brewing companies such as the once great Valentine Blatz Brewing Company and Minnesota's Grain Belt Beer.  With the profits they made from their Midwest accusations they furthered their influence throughout the country by buying up breweries in Washington, Kentucky, and Pennsylvania.  In their acquisitions between 1960 and 1987, Heileman Brewing found their way into fourth place among the ranks of Anheuser-Busch, Miller, and Stroh.


The large brewers were able to make larger profits and were able to make their product at a lower unit cost than the smaller brewers. This was common throughout American industries. Alfred D. Chandler Jr. explains American industries now enjoyed, “new and improved processes of production, which for the first time in history enjoyed substantial economies of scale and scope.  Large manufacturing works applying the new technologies that could produce at lower unit costs than could the smaller works.”

The series of events that transpired during the years of 1935 and 1975 changed the face of the brewing industry.  The innovations and ambitions of the larger breweries during this time began to push the smaller brewers out of the business.  The depression and the war years were a time of little success from either side, but those that made their fortunes before it were now in position to take control once the market reemerged.  McGahan notes that, “During the war, large and small brewers earned comparable rates of return, but after 1947 larger brewers consistently outperformed their smaller rivals.”
  


One of those smaller brewers that were consistently outdone was the Potosi Brewing Company.  PBC found themselves unable to compete with the larger brewers elaborate advertising, multi-plant operations, and instances of price-cutting.  The trying years from 1947 to 1972 for Potosi Brewing Company is known as the great shakedown, a shakedown from the national brands that forced many smaller brewers to close, and changed the face of American beer.
CLOSING OF THE BREWERY

The Great Shakedown

The Potosi Brewing Company found itself in the middle of the national brewers’ market war.  The years between 1947 and 1972 are referred to as the great shakedown because of the national brewers’ practice of systematically eating up the small brewer’s market share.
  In 1971, it was all too obvious to the small brewers what was going on.  That year, “Beer sales grew to 126.7 million barrels... an increase of 5 million over 1970.”
  Although things were looking good for the brewing industry, only a few saw the increase, “the sales of the nation's top three brewers – Anheuser-Busch, Schlitz, and Pabst – increased by 5.1 million barrels.”
  We can see by the simple math that this left the rest of the industry with a decrease in sales.


Along with extensive advertising, the larger brewers were accused of taking illegal measures to ensure their gains.  The use of cut-price promotions was of the greatest concern.  The Brewers Association of America, which was comprised of small breweries including Joseph Huber Brewing Co. in Monroe, Wisconsin, Jacob Lienenkugel Brewing Co. in Chippewa Falls, Wisconsin, and the Potosi Brewing Co., stated in a front page article entitled “How it Happened” of their January, 1972 bulletin exactly what was going on as they saw it:

Each month both of these Breweries [A-B and Schlitz] selected certain territories of Small Brewers – and for one month the Brewery would reduce its price by 25 cents to the Wholesaler – and the Wholesaler was asked to reduce his profit by 25 cents – meaning the retailer bought the Beer for 50 cents a case off...

...and during the month of the cut-price promotion – the big Brewers would “load up” the retailers with so much Beer – that in the month or two following the cut-price promotion the Small Brewer would have no sales as well.


During this month the small brewer was unable to compete.  After being in a relatively bad position before the national brewers started this promotion they found themselves in shock.  Unable to compete and unable to sell their product at a price that the national brewers were undercutting them at, many smaller brewers found themselves at the front doors with a chain and padlock.  The Potosi Brewing Company was aware of the practices of these national brewers and there were hints of a request of investigation by the Federal Trade Commission within the records of the Potosi Brewing Company.  


The Brewers' Association of America also made a point to file complaints with the FTC, being that their association was comprised of the small brewers that were being undercut.  The “How it Happened” article was hopeful and “convinced”
 that the national brewers would be brought to justice after a considerable amount of time.  Time was not something that PBC had a lot of by January 1972.  “How it Happened” also explains what the larger brewers end game, “by the time justice is secured, and the cut-price promotions are stopped – that practically all of the small brewers will be out of business.”
  


In 1965, a message to the union employees gives us the best look at the early trying times of the brewery.  Vice President of the company, Edward Ragatz, explained the problems that were hurting the brewery, the attempts that were made by PBC to counter these trends, and to plea that the union takes these issues into account when they drafted their new contract.  Ragatz explained that profits have been falling for some time and the first reason he gave for this was that PBC found it necessary to expand their markets, essentially selling the same amount of beer in a larger area.  Explaining that, “We are finding it necessary to secure outlets in markets at greater distance from the plant and at prices where the cost of delivery dissipates the profits.”
 The decline in sales in local markets he directly links to the national company’s encroachment.  As a response to this, Ragatz explains that stronger representation of PBC will be made through advertising in radio, newspapers, and billboards.


The second reason Ragatz gave for the problems of the small brewer, was the developments in packaging that had transpired in the recent years.  He notes that the national brewers were beginning to experiment with new forms of packaging including small keg like containers, and that the new pop top had been extensively adopted by the industry.  He provided the solution to this as an investment in a new “JAK-ET-PAK”, which is a six pack carton machine that will reduce cost and speed up production.


These are the main points that Ragatz points out.  The purpose of this message is an invitation to negotiation with the union employees at the brewery, but from it we get a good look at how the brewery is managing in the shadows of the giants.  

Figure 3
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Source: William Downard. Dictionary of the History of American Brewing and Distilling.

Renovations
The brewery found itself in a series of situations outside of the competition of the national brewers.  The brewery began to fall apart and continued innovations of the brewing industry forced PBC into a corner.  New bottling techniques were beginning to take over the industry and these were not cheap to purchase and install.  In a report to the stockholders, Ragatz explained the problems of new packaging stating that:

It is in this category where we find ourselves at a considerable disadvantage, as the price structure on non-returnable packages is highly competitive, resulting in a considerably smaller margin of profit for slow speed, low volume operations such as ours.


The challenges that the brewery faced in regards to its packaging were only the beginning of issues regarding equipment.  In 1972, two considerably large machines broke down.  They were fixed but would not remain fixed for long.
  It is not mentioned which two machines broke down but with the importance that was stressed, we can expect that they were vital to the operation of the brewery.


The failing equipment and the innovations of the larger brewers became a force in and of itself.  The brewery was not making enough of a profit to afford the renovations that needed to take place for the brewery to stay in business.  Regarding renovations that needed to take place, current resident of Potosi and long time volunteer at the brewery, Frank Fiorenza states that, “They probably needed to invest a million dollars in to a new canning and bottling facility.”  With a declining market share, the owners could not find it justifiable to invest that kind of money with little hope for the future.

Family Matters

The problems did not stop with the failure of equipment and falling profits.  The Potosi Brewing Co. was a family owned and operated company. The Schumacher family had operated the brewery since the death of Gabriel Hail in 1886.  Adam Schumacher was the original owner of the company, and he was followed shortly by his three brothers from Germany.  In the 1960s the brewery was headed by Adolph Schumacher, Virgil Miller, and Edward Ragatz, all of whom were part of the family or married into it.  The family was moving out of the area and getting older, without the interest of another generation to take over the brewery.


In 1962, Adolph sold most of his shares to Virgil and Edward.  Virgil and Edward although content with their larger shares now had to find a way for the brewery to survive.  It seems as though in this trying time that the men realized that the brewery would not be able to continue to operate.  As the miners did over a century earlier, members of the family saw little hope in the future and moved to California.  Virgil remained in town but his health was starting to deteriorate, having a stroke in January of 1972.  In a correspondence between Edward Ragatz and the secretary of the Brewers Association of America, William O'Shea, Ragatz confides in O'Shea that the brewery is without hope for the future when it comes to the family.
  O'Shea suggests getting some younger professionals to train and help run things in the brewery, and there is no evidence that this ever happened, it was too late for the brewery to think about surviving.


Although the brewery was mainly operated by the Schumachers, the brew master was the heart of the operation. Toby Christianson was the brew master at PBC since 1955 and in 1968 he notified the Schumacher of his decision to retire.


This posed a major problem to the brewery.  In a letter to a member of the Wisconsin Senate, James Flynn, Edward Ragatz explained the problem, “One important factor in our decision to close was not being able to employ a good brew master as wages we could pay were not sufficient.” 
  Although little has been written in regards to the history of brew masters, they were not prevalent during this time.  Most brew masters studied their craft in the breweries of Europe, in Germany and the Czechoslovakia, and very few schools were available in America during this time.  One can also assume that during this time, brew masters were hesitant to become part of a small brewery's operation, as many were failing and the national brewers could pay a larger wage.  The brewery did secure several other brew masters after Christianson left, but the newcomers had little success in helping the brewery.

EFFECTS ON THE TOWN OF POTOSI

In the end the brewery failed due to the overwhelming power of the national brewers and the internal problems that the brewery was facing.  The national brewers took a large part of the market through their cut-price promotions and extensive advertising, without the market it was only a matter of time before the internal problems forced the brewery to close.  The brewery was falling apart and the family was not interested in throwing good money at bad.  The family also could not find a generation to continue the operations.  When the brewery closed it had a large influence on the town of Potosi.  The town changed and faced an identity crisis.  What happens when the one and only industry in town closes?  This is the question that faced the people of Potosi.


In an interview with two current residents of Potosi, we begin to understand what the town went through socially and economically to cope with the changing identity. Frank Fiorenza was willing to share his view of the story.  


Frank Fiorenza although not growing up in the town of Potosi, has been a resident for over 30 years and has researched PBC.  Frank was a high school teacher in the town of Potosi, and current Village President.  He explains how the closing of the brewery forced people to move out of the town in search of work contributing to a local economic depression:
I can tell you one thing that happened, it didn't happen instantly, the brewery closed in 1972 I came here to start teaching in 1975, at that time there were 388 kids just in the high school, by the time I retired 30 years later there were 156 kids in the high school, it had an economic impact, negative impact on the community.


Over the years people moved out of Potosi because they did not see any opportunities left in the town.  The brewery had major economic impacts throughout the town.  When the brewery was in operation, the train made regular deliveries of ingredients to the brewery.  There was a depot that not only served the industrial aspects of Potosi but also the community with passenger cars.  There were two lumber yards in Potosi that provided supplies to the brewery and the rest of the town.  When the brewery was in operation it provided jobs for people to live and work in the town, an industry that others could build off.  Frank explains, “Anything you needed you could get it right here in town, whether it was clothes or shoes or automobiles, you never had to go out of town to get anything.  So the negative impact was that it changed the complexion of the town completely.”


When PBC closed, it not only changed the economics of the town of Potosi but the general attitudes of the people.  Frank explained that there were hard feelings when it came to the brewery that could still be felt when he arrived in 1975.  Many people felt let down after it closed and there were hurt feelings.  The brewery played a major part in the community by providing jobs, sponsoring sports teams, and everybody knew the people working there.  The town of Potosi is small and people are familiar with everybody in town, so it was likely that if you lived in Potosi you or someone you lived next to worked at the brewery. Many people felt that if the brewery closed it was the end of the town.


There were a lot of hurt feelings and because the brewery offered so much to the community there was also an identity crisis.  What was Potosi without a Brewery?  In 1972, nobody alive could remember the town without a brewery.  In larger cities, when one industry closed, others are available to take the place.  Frank explains how Potosi dealt with the closing of the only industry and how a small town finds it more difficult, “[If] you had ten industries, if one goes you got nine more to keep that town going. That is not what happens in a small town, if it goes everything goes. At least that is what people thought.”


The Brewery reopened in 2008.  The town of Potosi was set on reinventing its identity once again, from lead to beer to tourism.  PBC reemerged from the dust and gravel into a restored brewery, museum, and restaurant.  With the new operations at the brewery other businesses were able to set up in Potosi, including an art gallery, lodging, and a bank. These new businesses were directly linked to the brewery reopening.
 
Frank quoted Richard Moe, president of the national trust for historic preservation to explain why the community saw the need to renovate the brewery and reestablish it as a main part of the community. “There was a time when preservation was in the business of saving an old building here or there, today that is not the case, preservation is in the business of saving communities and the values they embody.”
  The brewery museum has not only given the community of Potosi a new identity but has re-invigorated the town’s economy.  Not only with the new businesses that came as a direct result but also in terms of its appeal to tourists.  “In the first eighteen months we had fifty thousand people go through the brewery, from every state and thirty-seven foreign countries.”

The new brewery and museum is a success for the town of Potosi, but when they first started working on the renovations some people in the community thought the brewery would never be able to come back.

When our new brewing equipment came rolling down the street on flatbed trucks, there were two older gentlemen in the gas station, one of them never believed that the brewery would operate again, he stood up and looked, turned and said, “I guess it’s going to happen”


The operation of the museum and brewery will continue to draw people to the town of Potosi.  The American Breweriana Association, an organization of close to, 3000 members, will continue to hold a six-day meeting in Dubuque, only eighteen miles away.  By contract with the Potosi Brewery Foundation, their annual convention will be held in the region at least once every five years.
  The brewery has become what it always was to the community of Potosi, an anchor that can provide the community with a sense of pride and identity.
FURTHER STUDY

Potosi gives us great insight into how a town can reinvent itself from time to time in order to survive.  The community of Potosi has an exceptionally great story with their brewery, the closing and re-opening of it to provide an identity to the town.  Other communities throughout the nation have had similar things happen to them. When their main industry closed, the town tends to go with it.  Potosi is an example of how historic preservation can save a town. 


In regards to PBC, there is a lot of information dealing with labor issues in the archives.  From this we can learn a lot.  One of the points that I chose to leave out of this paper was that, sometime in 1972, when all hope was lost for the brewery, there were rumors of a labor buyout of the brewery.  This story can provide us with more information of why the Schumacher family refused to hold on to the company and can show how the community of Potosi reacted to the closing of the brewery.  There still are people in the community of Potosi that worked at the brewery when it was in operation.  These people can provide valuable insights into community and labor reactions.

The Potosi Brewing Company today has taken the initiative to preserve their historic landmark and make it, once again, the cornerstone of its community.  Many people there are willing to talk about the things that happened.  Some issues are difficult to talk about such as the closing and the bad feeling that remained after the brewery closed, but overall there seems to be a willingness by the people of Potosi to share their story. 

CONCLUSION

The Potosi Brewing Company has had a long history that was stalled in 1972 when it eventually closed due to the overwhelming powers of the national brewers.  Yet, it was not only the national brewers that forced the brewery to close.  PBC played a very large role in their own story.  Internal factors tore the company apart at a time when their market shares were dwindling.  PBC is not alone in its story of a once prosperous brewery that was forced to close after being unable to compete after the Second World War.  The community of Potosi is also not alone in the problems they faced after the main industry closed.  The unique story comes from how Potosi has reinvented itself with the historic preservation of its brewery.  PBC once was the backbone of a community, without it, an economic and social depression over took the town for close to three decades until the brewery was reopened, opened as a museum and a tourist destination providing an economic solution to the once vanishing small town.  Since the brewery reopened the town has experienced revitalization, with new businesses opening and a new interest in the town.  

The internal and external problems faced by the brewery lead to the eventual closing in 1972.  Once the brewery closed, the town was left without an identity.  PBC provided an anchor to the community of Potosi by holding jobs and businesses in the town.  It also brought money into the town through the employees of the brewery.  Today the brewery once again has become the anchor of Potosi, providing jobs and the infrastructure to build on.  The community of Potosi has been forced to reinvent itself several times in its history from a lead mining town, to agriculture and industry based town, into what it now has become a tourist town.
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