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Abstract

Aspects of the history and current position of alcohol monopolies, particularly in
English-speaking and Nordic countries, are considered. Two maor issues for ther relation to
acohal control measures are posed: (1) that, in contrast with their beginnings, monopolies today are
little involved in on-premises consumption, where there is probably the greatest opportunity for
effective control or intervention; (2) that the genera ideologica condraints on differentiated controls
of availability leave rdatively little scope for specific prevention gains from the acohol monopoly
mechaniam.

In recent years, the hitory, functioning and effects of governmenta acohol monopolies have
drawn some research attention (see, for example, Room, 1984; 1985a; 1985b; 1987; Kortteinen,
1989; Holder and Wagenaar, 1990; Wagenaar and Holder, 1991). For many years, these
inditutiond legacies of the later half of the 19th and earlier haf of the 20th centuries had been nearly
invisblein the research literature. The renewed attention comes a an ironic moment. Inan erain
which privatization is often seen asagood in itsdlf, the monopolies are under attack in many
capitdist or mixed-economy countries. Meanwhile, the acohol monopolies of eastern Europe are
being dismantled in step with the privatization of other state monopolies.

The present paper draws on the recent work on acohol monopolies, summarizing some of
what we have learned about their history and functioning, and about their potentia effectiveness as
an ingrument for the prevention of acohal-related problems.

(1) State monopolies of production and distribution of goods have a very long history, and
have been adopted for many purposes. Whatever the political or economic complexion of the
modern state, monopolization of some goodsis part of the essence of its existence. Thisis notably
true of a least some of the means of violence. Wetake it for granted, and do not normdly question,
for ingance, that the U.S. citizen's "right to bear ams' does not extend to aright to own an atomic
bomb or to surround one's home with a battery of functioning cannon. While modern satesvary in
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the degree to which they monopolize the distribution of dangerous commaodities, no Saeis
completely laissez-faire about al commodities.

(2) In the longer sweep of higtory, fiscd interests have probably been the strongest reason
for state monopolies of everyday or luxury consumer goods. As 17th-century Venice demonstrated
with its tobacco monopoly (Augtin, 1978:11), such a system can be an efficient way of gathering the
maximum of state revenue from grategicaly chosen consumer goods. Important determinants of the
choice from the state's fisca perspective are that the supply of the commodity should be controllable
and that the commodity should be widely and habitualy used (so that the revenue base is broad and
the demand is rdatively indadtic). Along with food flavorings and preservatives -- salt, spicesand
sugar -- psychoactive drugs (tea, coffee, opium, chocolate, tobacco, acohol) have been
congpicuous choices as such commodities. Partly because the supply of an imported or
manufactured commodity can be more effectively controlled over alarger area, and partly because
the fiscal benefits are so marked, fiscdly-oriented monopolies have tended to become a prerogetive
of the state rather than of local government. Severad European anciens régimes -- notably, Russia,
Poland and Sweden -- a some time had aform of acohol monopoly, usudly over soirits.

(3) Theidea of agovernmental monopoly at least partly motivated by public order or public
hedlth concernsfirst arose in Falun, Sweden in 1859, and the idea spread to the English-speaking
world and dsawhere in the late 19th century as the " Gothenburg system”. Prior to the First World
War, it showed up in diverse forms and places: in the "dispensary system” in the American South, in
the Community Hotd in Renmark, South Audrdia, and in the "municipa beer hdls' in British
southern Africa (Room, 1984; 1987). It was no accident that these monopolies were usudly at a
loca government leve: that isthe level of government which hasto deal most directly with public
order and public hedth problems. These 19th century local monopolies were primarily of
on-premises drinking places -- which is where most of the drinking was going on.

(4) In English-speeking countries, at least, the idea of an alcohol monopoly emerged in the
context of discussions of prohibition, and as an dternative to prohibition. The ideawas, therefore,
usudly opposed by the temperance movement. Proposals for government acohol monopolies were
the first expresson of a self-conscious "acohol control” strategy, where governments took on the
task of managing the dcohol market to limit the damages from drinking. As prohibition ams moved
from "local option” towards prohibition a a sate or nationd leve (partly because prohibition was
inherently hard to enforce a aloca levd), counterproposas for "acohol control” tended adso to
move away from loca government levels.

(5) The monopoly idea dso became away for farming interests to get the saeshelpin
smoothing out and organizing the market for their fruit products, with the state becoming the
wholesder of fruit liquors and brandies (and in the process securing control over production). This
model, pioneered in the Swiss federal alcohol law of 1885 (Cahannes, 1981), spread in the decades
that followed to France and Germany. The public order and public hedlth aspects of such wholesde
monopoly mechanisms tend to be very limited (see Fahrenkrug in Kortteinen, 1989).

(6) By 1920, at least in the English-speaking and Nordic countries, it was assumed that the
dternative to prohibition was an explicit "dcohol control” structure, with the main lines of the
dructure set at a tate rather than locd level. Two aternatives were seen for "acohol control": a
gtate monopoly system or alicense system (Room, 1987). Almost al monopoly systems aso
included a gate license eement, for aspects of adcohol production or marketing (particularly for
beer) that were not monopolized by the state. Monopoly systems were particularly likely to be
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adopted where there had been a period of prohibition (in part, perhaps, because there were fewer
vested private interests). In the Nordic countries, production as well as distribution was
monopolized; North American monopolies cover only digtribution. All provincid and Sate
monopoliesin North America monopolize the wholesale levd, at least for spirits; in severd U.S.
"monopoly saes' (Wyoming, Missssippi, Oregon, Michigan, lowa) the retail level iswhally or
mostly privatized. Besidesthese states, some states and provinces have demonopolized retail wine
sdes.

(7) North American acohol monopolies have evolved consderably since the Second
World War, away from a control mentality and towards a marketing mentdity (Room, 1987). In
Spite of their efforts to be responsive to their customers, there have been growing efforts to privetize
them, and U.S. monopoaliesin particular fed under Sege. Their main protection has been their
enormous profitability for the state.

(8) Although conventiondly-trained U.S. economigts find it hard to believe, U.S. state
acohol monopolies can be argued to operate more efficiently than their licensed-industry dternatives
(see Simon, 1966; Whden, 1967; Zardkoohi and Sheer, 1984). Alcohol saesin the monopoly
gtates contribute proportionaly much more revenue to their state treasuries. The wages of
liquor-store employees are consderably higher in monopoly states than in the non-unionized stores
of the license sates. And yet the price of abottle of liquor to the consumer is congstently somewhat
lower in monopoly states than in license gtates. This economic miracle partly reflects the monopoly
states economies of scale and their monopsony position with respect to the producers and
importers, it partly reflects the high profits and limited price competition of the licensed industries
(after Al thefact of licensing creates apartia private monopoly); and perhapsit partly reflects that
the monopolies fed a political need to be responsive to the voters as consumers. But it adso reflects
that the State stores tend to operate with fewer stores per capita and for shorter hours. From a
conventiona economist's perspective, this means that some extra costs are being borne by the
consumer. From apublic hedth perspective, of course, it may be seen instead as conferring
bendfits. in limiting consumption in generd, and in diminating impulse purchases a times when the
problems per litre may be higher. Recent time-series anayses showed that purchases did in fact rise
when the state privatized the retall sdes of wine bottlesin lowaand West Virginia (Wagenaar and
Holder, 1991) and spirits bottles in lowa (Holder and Wagenaar, 1990).

(9) Government commodity monopolies are in generd threatened by negotiations to
eliminate trade barriers through trade agreements and common markets (on the European Common
Market's thregt to the Nordic acohol monopolies, see Tigerstedt, 1991). Thereis no question that
government monopolies have often discriminated againgt imported products in their pricing policies
(such preferences for loca products aso show up, of course, in other governmentd actions). But
breeking the monopoly often involves neutraizing control structures which impact on public hedth
interests. In the wake of successful U.S. pressure to break government tobacco monopoliesin
Tawan, South Korea and Japan, U.S. tobacco companies have come into the market with greatly
intengfied promotionda drategies. As can perhaps be seen dso in the export efforts of the Nordic
acohal production monopalies, public hedth interests are particularly likely to be subordinated to
fiscal interests when foreign trade (and other people's hedth) is at stake.

(10) Although, as we have seen, public health-oriented acohol monopolies were origindly
primarily focused on drinking on the premises in bars or restaurants, the emphasis is now dmost
wholly on sdes by the bottle (and thus usudly off-premises). It istrue that in most indudtria
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countries there has been a shift in consumption avay from on-premises and toward off-premises
consumption (Makdaet d., 1981). But the shift in the focus of the monopolies over the last century
is much more dramétic than the shifts in drinking behavior. Besdes such places as military canteens,
to my knowledge the only government-run on-premises outletsin North Americaand the Nordic
countries are some municipdaly-run taverns in Minnesota and Alko's involvement in resaurantsin
Finland. There are dso community-run hotels (taverns) in anumber of areasin New Zedland
(Stewart and Casswell, 1987), and amunicipa hotel in Renmark, South Australia (Room, 1988).
Aswe have noted, there is dso atendency in the U.S. monopolies to withdraw to the wholesdle
levd, and thus avoid contact with retail customers dtogether.

From the point of view of public health and order interests, the prioritieswould lie in exactly
the oppodite direction. From this perspective, amonopoly at the wholesde leve isdmost entirely
irrdlevant. There arefar greater opportunities to influence the drinking occasion and minimize any
harm with on-premises consumption than with off-premises consumption. In a bottle-shop, the
possible targets of "server intervention” are limited to those who are obvioudy intoxicated before
they even open the bottle. With abar or restaurant, there is not only the possibility of intervening
before each new drink, but aso the opportunity to influence the nature and consequences of the
drinking occasion through the decor, music, seating arrangements, and other elements of the
ambiance.

Why has the State tended to withdraw from the most promising avenues for alcohol control?

Onereason may befiscd. Theretall leve isnot the main locus for the Sate's revenues. In fact, the
Minnesota municipa bars and bottle shops, at the mercy of private wholesders, often have trouble
breaking even (Carlson, 1986). And civil servants, many of whom are organized in unions, are
reaively expendve employees. Besides, employment is necessarily much greater per unit of sdesin
on-premises than in off-premises sales, and much greeter in retall sales than in wholesale operations.

From amanagerid perspective, withdrawing from customer contacts can only make the baance
sheet of the monopoly look better. The fiscd incentives are thus just the reverse of the public health
interests. It isthe very intengty of the labor input in abar or restaurant which makes these places
such apromising venue for server intervention. And presumably better-paid, more long-term
employees will be better agents of socid control than the young, poorly-paid casua workers found
inmany U.S. bars, restaurants and liquor stores (for an unusua counterinstance, see London, 1991).

Perhaps there is dso another reason for the state's withdrawad. The state wants its hands to
look as clean as possible. Any trouble there may be begins only after the bottle is opened. It isthe
retal level, and particularly bars and restaurants, that bears the burden of association with troubles
dueto drinking. The Tsarigt state thus bore a particular burden for its association with the sordid
on-premises drinking in the kabaks. At the end of Prohibition in the U.S,, "the old-time saloon”
became the scapegoat for any evilsinvolved in pre-Prohibition drinking. Recognizing thislink
between acohol problems and the retail leve, the U.S. beverage producers accepted without much
complaint the "tied-house laws' that kept them insulated from retail operations (see Room, 1973).

These qualms about the state's being involved in a dirty trade have dways been the Achilles
hed of "state management of the liquor trade’. Inthe U.S,, a least, people are unessy if the
contradictions of state involvement are too nakedly displayed: as an lowalegidator put it in 1982, "it
gtrikes me as hypocritica to have lowadl up-tight about drunk drivers and aso sl the stuff"
(Room, 1987). For a state monopoly agency to take the potentialy most effective role in acohol
problems prevention, then, it hasto override this unease. For public hedth activigts, used to
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involving the state in condom giveaways, needle exchanges, and other undignified activities, thiswill
be afamiliar issue.

(12) Swift'sstory of Gulliver in Lilliput tels of a powerful giant who is hed down, inaland
of miniature people, by the many threads with which they have bound him. In the modern
consumer-oriented state, monopolies as a public hedth mechanism -- in fact, dcohal controlsin
generd -- are as condrained as Gulliver in Lilliput, hemmed in by avariety of competing values. We
live in societies where marketplace equdity istaken for granted: the access of dl adultsto any legd
commodity should be equd, limited only by their financid means. We tend to consder it aviolation
of civil libertiesif customers are refused service because they belong to a particular socid category
(e.g., women) or because they are not well-dressed. Exceptionsto this premise are rare: service
can be refused if the customer behaves unacceptably in the immediate Stuation (e.g., is
obstreporoudy drunk); and some potentialy dangerous commodities are dispensed through specia
channels and only with an individud certificate of need (e.g., prescription drugs). In our era,
acohalic beverages have been "normalized” to the extent that they are available on demand to any
adult.

Things are very different in many traditiona societies. In the firgt place, in avillage society,
access to manufactured dcohol is often limited by limited cash resources and by limited
trangportation; and access to home-made acohal is often limited by the availability of raw materids,
by the limited shef-life of traditiond fermented beverages, and by the willingness of the makers.
Beyond this, accessto dcohal in traditiond societies is often controlled by socia norms which limit
most drinking by particular categories of age, sex and other socid divisons -- in many societies,
heavy drinking is a prerogetive of the powerful (Roizen, 1986).

There used to be equivalents for these kinds of differentiated control measures in some
societieslike ours. Thereis dtill an unenforced law on the books in many American sates that
provides for posting lists of "habitua drunkards' who must be refused service. Around 1900, a
respectable woman would never have entered a North American saloon. And, of course, the
Swedish "motbok system rationed access to adcohol on the basis of the individuad purchaser's
characteristics (giving greater rations to men and to the better off) (see Franberg, 1987; Jarvinen,
1991).

We used to think that rationing and other "buyer surveillance’ systems were quite ineffective,
sance the ways in which they didn't work were quite visble. In achanged socid dimate, where there
was increasing pressure to gpply the norm of consumer equaity to acohoal, this apparent
ineffectiveness became an argument for sweeping them away. Recent sudies, however, have taught
ustha rationing in Sweden and e sawhere seems to have had a strong effect on heavy drinkers
(Norstrdm, 1987; Schechter, 1986; Wad and Moskalewicz, 1984). The only problemisthatitis
paliticaly inconcelvable nearly everywhere now to impose a rationing scheme.

Given that it isno longer seen as acceptable to formdly limit any particular adult's accessto
acohol, what we have had |€ft, a the margin of politica acceptability in modern times, are
manipulations of availability that in principle affect everyone. Priceis one available lever, dthough it
is more often pulled for fisca than for public hedth reasons. Changing the opening and closing
hours, and limiting the number of outlets, are other potentid limits on availability. But while everyone
is affected by these measures, some are affected more than others. Therich are affected less by
price and other changesin availability than the poor. Those with the resources and forethought to
buy ahead, and those who can dip out from their work for long enough to get to the liquor store,

-5-



have the advantage if liquor stores open only on weekdays during business hours. Thusthe limited
range of availability measures that remain are certainly not equa in their effects. 1t may be because
of their unequd effects, in fact, that they "work™ to the extent they do.

Given this condriction in the range of availability measures which are politicaly concelvable,
what difference can the dcohol monopoly mechanism make? For off-premises saes, probably the
main difference is that restricting the role of private interests makes it easier to hold down the
number of outlets and hours of sde. State civil service employees are probably dso lesslikdy to
sl to minors and the obvioudy intoxicated. Unless availability is very redtricted, the public hedth
gains from these factors are likely to be modest. Gains from government management of
on-premises consumption might be more promising -- but, as we have noted, thisis an arenafrom
which the state has mostly exited.
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