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Mr. Dieffenbach, who declines to disclose how much he spent
on the three Hendrix parties, says he intends to use video from
the bashes in promotional materials. "It was fantastic," he says.
"It's unbelievable branding."

Near-Mythic Story

Behind the escalating vodka race are booming sales in hard
liquor and the near-mythic story of one brand: Grey Goose,
vodka's answer to Google. Launched in 1997 by veteran liquor
marketer Sidney Frank, Grey Goose was priced at almost $30 a
bottle, far surpassing Absolut, which sold for about $15 at the
time. Overcoming skeptics, Grey Goose was an overnight
success, selling 100,000 cases in less than two years. In 2004,
when the brand's sales hit 1.8 million cases, Mr. Frank sold
Grey Goose to Bacardi Ltd. for $2 billion.

"Ever since Grey Goose
got sold for $2 billion,
people have been seeing
dollar signs," says Kay
Olsen, a former marketer
for Smirnoff vodka who is
now handling the U.S.
launch of a small Swiss
vodka.

While beer sales have been largely stagnant, spirits sales
are up strongly, thanks to the cocktail craze and a
marketing blitz by spirits makers. In addition to launching
a slew of promotions at bars and other nightspots, liquor
companies have dramatically ramped up television
advertising. In 1996, the spirits industry ended its self-
imposed ban on television spots.

Sales of vodka, which blends easily into the sweet-tasting
cocktails young drinkers prefer, have grown even faster.

Vodka sales in the U.S. rose 4.5% in 2005 compared with the prior year. Sales of the most
expensive vodkas -- some priced at more than $20 a bottle -- rose nearly 11%, according to
market-research firm Impact. Since vodka is relatively cheap to make, profit margins on high-
end vodkas can top 40%, industry executives say.

Unusual Factor

One unusual factor helping many entrepreneurs rush into the market is the liquor industry's
antiquated structure of distillers, bottlers and distributors. Stemming from rules passed in the
wake of Prohibition in the 1930s, this "three-tier system" was long viewed as a hurdle to
efficiency. But it also creates easy points of entry for unknown small brands.

The result: Anyone with a name, a marketing pitch and some cash can launch a vodka, and
outsource everything else. In fact, while few of the new vodkas are expected to make it big,
many distillers, bottlers and distributors are profiting handsomely from selling their expertise to
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often vacationed.
Setting up a
distillery proved to
be too difficult, so
Mr. Bonder decided
to have the vodka
made in the
Midwest.

In 1999, when he launched Hamptons vodka, Mr. Bonder hoped to sell 100,000 cases within
five years. Instead, he peaked at about 10,000 cases in 2004. Then his distributor in California,
which represented half of his sales, started to push a rival vodka instead of his.

Mr. Bonder devised cherry-vanilla and chocolate-raspberry flavors. He ordered slimmer bottles
that fit better into the slots where bartenders keep liquor bottles behind the bar. The efforts
didn't work, and his sales fell to just 5,000 cases in 2005. With money tight, Mr. Bonder fired
his two salespeople.

But he hasn't given up. Dipping into the income he makes from other business activities, Mr.
Bonder -- who will only say he is over the age of 50 -- flies around the country to make sales
calls himself, often bunking with friends.

"It's been hard for him because there's a lot of competition," says Leonard Phillips, owner of
Ambassador Liquors in New York, which sells Hamptons vodka. Mr. Bonder "has to do a lot
more marketing, and he can't really afford it."

Last year, Mr. Bonder signed on with a new California distributor. He contacted nearly 200
bars and restaurants in California to talk them into restocking Hamptons vodka. In 2006, Mr.
Bonder sold 5,000 cases.

Nonetheless, he's still optimistic. "I had a five-year plan to get to 100,000 cases, but now it's
become a seven-year plan," he says. "I believe that it's going to do tremendously well."

Write to Deborah Ball at deborah.ball@wsj.com
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