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Chairs Taylor and Santoni and members of the committee, we appreciate the opportunity to 

testify before you on the potential social impacts of privatizing Pennsylvania’s state wholesale 

and retail wine and spirit monopoly. Both of us are Ph.D. economists who work for Keystone 

Research Center (www.keystoneresearch.org), an independent non-partisan economic research 

and policy organization. 

 

Our testimony today divides into two parts. In the first part, we summarize the findings of the 

most authoritative recent analysis of research on the social impacts of privatizing retail liquor 

operations. This analysis recommends against retail privatization because it would likely increase 

negative social impacts. In the second part, we re-analyze recent research—published in one 

form by Pennsylvania’s Commonwealth Foundation—which is at odds with the most recent 

authoritative analysis on the social impacts of privatization. This Commonwealth-published 

research purports to show that privatization of liquor distribution does not increase (and may 

even decrease) alcohol-related traffic fatalities. Our preliminary re-analysis of this research 

reveals that the results reflect  the inappropriate exclusion of key variables known to influence 

alcohol related fatality rates.  

 

The bottom line implication of both parts of our testimony is simple: the best available research 

shows that privatization of Pennsylvania’s wine and spirits stores would likely have negative 

social impacts; privatization would likely increase excessive drinking, alcohol-related traffic 

fatalities, and other social and health problems associated with heavy drinking. If these impacts 

are of concern to lawmakers they should oppose privatization. 

 

The National Public Health Consensus: Do Not Private Retail Liquor Distribution 
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In April of this year, a Task Force of national public health experts recommended against further 

privatization of retail alcohol sales.1 Since the Task Force report is the most definitive statement 

on retail alcohol privatization issued recently by U.S. public health researchers, it deserves close 

examination as Pennsylvania lawmakers consider a proposal to privatize wine and spirits 

distribution. 

 

The April statement was issued by The Task Force on Community Preventive Service, 

established in 1996 by the U.S. Department of Health and Human Services (HHS). The Task 

Force is an independent, nonfederal, volunteer body of experts in public health and prevention 

research, practice and policy. It is appointed by the Director of the Centers for Disease Control 

(CDC) and supported in part by CDC staff. 

 

The Task Force oversees “systematic reviews” in 18 topic areas, including “Excessive Alcohol 

Use,” and makes recommendations based on the evidence gathered from its reviews. 

 

The Task Force bases its recommendations on “systematic reviews” of all available research. 

These reviews are conducted by an interdisciplinary team, in collaboration with federal 

(including CDC) and nonfederal experts in research, practice and policy. The systematic reviews 

represent the “gold standard” when it comes to finding research, evaluating its quality and 

arriving at consensus conclusions based on the best available evidence. Towards the end of each 

systematic review process, the team produces “summary evidence” tables detailing the studies 

that meet its quality standards for inclusion.  

 

The Task Force has a rigorous process for identifying the research studies that it considers as part 

of its systematic review. It only considers studies published in peer-refereed journals and uses 

explicit criteria for inclusion designed to avoid the cherry picking of studies that come to 

particular conclusions. In its report on retail alcohol privatization, the Task Force used as 

primary evidence only studies that evaluated the effects of an actual privatization (or re-
                                                            
1 This section of this testimony slightly abbreviates Stephen Herzenberg, National Public Health Task Force 
Recommends Against Privatization of Retail Alcohol Sales, Keystone Research Center policy brief, online at 
http://keystoneresearch.org/publications/research/national-public-health-task-force-recommends-against-
privatization-retail-alco. 
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monopolization) of retail alcohol distribution. The Task Force found 12 research papers that 

analyzed 21 privatization “events” (some papers analyzed more than one event).2 

  

These studies analyzed retail alcohol privatizations in seven U.S. states, two Canadian provinces, 

and two European countries (Finland and Sweden). Studies of these types of “natural 

experiments” are preferable to studies comparing different jurisdictions at a single point in time 

(“cross-sectional studies”) or to panel data sets that include many states over time. In such panel 

data sets, it can be difficult to separate out the impact of any particular factor on alcohol 

consumption (or health and social indicators) from all other factors.  

 

“Natural experiments” make it easier to separate the impact of privatization from other variables 

that impact alcohol consumption and which may be difficult to measure consistently across time 

and place (e.g., religious and other cultural differences, the density of bars or restaurants that 

serve alcohol on premises). When there is a significant change in the extent of privatization over 

a short period of time, other variables that impact consumption are unlikely to change a lot and 

are less likely to confound the analysis.  

 

In 16 of 21 of the highest-quality studies considered by the Task Force, changes in the 

consumption of the privatized beverage were analyzed in conjunction with concurrent changes in 

consumption of other beverages that were not privatized, either in the same place (state, province 

or country) or in a neighboring state or province. Beverages that were not privatized thus served 

as a control group against which privatized beverages could be compared. 

 

After privatization, consumption of privatized beverages increased “substantially”—the median 

increase was 48.2%. Meanwhile, consumption of non-privatized beverages increased very 

little—the median change was a fall of 2%. Thus, overall consumption of alcohol increased a lot. 

 

                                                            
2 The tables summarizing the studies used as primary evidence in analyzing the impact of retail alcohol sales 
privatization are at http://www.thecommunityguide.org/alcohol/supportingmaterials/index.html (click on 
“Privatization of Retail Alcohol Sales,” in the sub-section entitled “Summary Evidence Tables”). 
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The Task Force also concluded based on extensive evidence that “when privatization results in 

substantial increases in alcohol consumption, there are at the same time substantial increases in 

excessive consumption.” The extensive evidence consists of research documenting across many 

societies that most people drink a small or moderate amount, while a few people drink a large 

amount. Since the top 10% of drinkers account for the bulk of consumption, any sizable increase 

in consumption goes along with increases in excessive consumption.  

 

The Task Force acknowledged that only three of its “highest quality” studies—two of 

privatization and one study of “re-monopolization”—directly assessed the health effects of 

privatization and other alcohol-related harms (i.e., motor vehicle fatalities). Two of these studies 

had methodological limitations; the third did find decreases in alcohol-related hospitalizations 

when Sweden re-monopolized alcohol distribution, but the findings were not statistically 

significant.3 Although the natural experiment studies have not focused much on health effects 

and other alcohol-related harms, the larger body of cross-sectional and panel studies do show 

direct effects of privatized retail alcohol distribution on public health, binge drinking, DUI 

citations, traffic fatalities, etc. The Task Force lists 16 such cross-sectional or panel studies that 

met its quality criteria to be included as “secondary evidence.”4 In most of the studies used as 

secondary evidence, the effect of private alcohol distribution was to increase health and other 

social problems. Most of the studies which showed statistically significant effects also indicated 

that privatization increases health or other social problems. 

 

The Task Force concluded its “Finding and Rationale Statement” by writing: “The maintenance 

of government control of off-premise sale of alcoholic beverages is one of many effective 

strategies to prevent or reduce excessive consumption which is one of the leading causes of 

preventable death and disability.” 

 

                                                            
3 Since the Task Force finished its literature review, a new analysis has found that, during British Columbia’s 
privatization of liquor stores from 2003 to 2008, there was an increase in alcohol-related deaths of 3.25% for each 
20% increase in private store density. See Tim Stockwell et al., “Impact on Alcohol-related Mortality of a Rapid 
Rise in the Density of Private Liquor Outlets in British Columbia: a local area multi-level analysis,” Addiction, 
2011.  
4 Go to http://www.thecommunityguide.org/alcohol/supportingmaterials/ISprivatization.html for a full list of the 16 
cross-sectional or panel studies included as “secondary evidence.” 
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Anomalous Findings on Traffic Fatalities: Are These Results Credible?   

 

Despite the findings of the Task Force, a contrary view on social impacts has been expressed in a 

number of writings by Antony Davies and John Pulito. These findings have been published by 

Pennsylvania’s self-described “free market” (i.e., pro privatization) think tank, the 

Commonwealth Foundation and another free-market research center at George Mason 

University.5 These findings have not been published in any peer-refereed scholarly journal and 

none of the Pulito and Davies’ research made it through the quality screens necessary to be 

included as primary or secondary evidence by the Task Force.  

 

Nonetheless, Keystone Research Center decided to take its own look at the research by Pulito 

and Davies. Our reanalysis focused on a version of the research which the authors provided to us 

in summer 2011, explaining that the new version improved on earlier versions published by the 

Commonwealth Foundation and George Mason Mercatus Center.6 (The core of our critique of 

this version also applies to the earlier versions.) 

 

In our reanalysis, we began by making the same assumptions as Pulito and Davies and 

reproducing their results—doing this confirms that we have the same data on traffic fatalities and 

on independent variables which they used to explain variations across states in traffic fatalities.   

 

The problem we discovered with the Pulito and Davies’ analysis, however, is that these authors 

omit from their analysis two variables known to impact the number of alcohol-related traffic 

fatalities in a state. The first of these missing variables is average vehicle miles traveled: states in 

which drivers travel further each year tend to have more traffic fatalities including alcohol-

                                                            
5 See, for example, John Pulito and Antony Davies, Government-Run Liquor Stores: the Social Impact of 
Privatization, Commonwealth Foundation Policy Brief, 21(3): 1-16; Antony Davies, “Review of studies on liquor 
control and consumption,” Commonwealth Foundation, 2010; Antony Davies and John Pulito, “Binge Thinking: A 
Look at the Social Impact of State Liquor Controls,” Mercatus Center Working Paper, no. 10-70. 
6 See John Pulito and Antony Davies, Does State Monopolization of Alcohol Markets Save Lives? This version of 
the paper was provided to KRC by Dr. Pulito. As of August 2011, the following link was to a previous version of the 
paper - http://www.antolin-davies.com/research/alcohol.pdf. Our reanalysis of Pulito and Davies was undertaken 
with the assistance of Jue Wang, an economics major at Dickenson College.  
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related ones. The second missing variable is per capita income: states with higher per capita 

income tend to have lower numbers of alcohol-related traffic fatalities.  

 

In statistical analysis, missing variables distort (or “bias”) estimates of the impact of included 

variables when the missing variables correlate with included variables. In this case, the missing 

variables do correlate with whether states are “control” or privatized (“license”) states. 

Specifically, drivers in “control” states, on average, travel more miles per capita on average than 

drivers in “license” (privatized distribution) states. For example, drivers in light control states 

drive 21% more than drivers in license states and drivers in moderate control states drive 6.3% 

further. (Drivers in heavy control states drive 3% less.) It also turns out that control states have 

lower per capita incomes than license states. For example, heavy control states have a per capita 

income that is 12.4% less than in license states. 

 

Since the missing variables both correlate with “control” of alcohol distribution, the variables for 

“control” pick up some of the variation in alcohol-related fatalities that is really a result of 

differences in income and miles traveled. That is, the impact of “control” of liquor distribution 

on alcohol-related traffic fatalities is biased upwards because these control states have lower 

incomes and more per capita miles traveled on average. 

 

Adding the missing variables into the statistical analysis fixes the “bias” in estimates of the 

impact of “control” of liquor distribution on traffic fatalities. Our preliminary analysis reveals 

that including these missing variables in the statistical analysis reverses the findings using Pulito 

and Davies’s own data set: some control states now do have lower alcohol-related fatalities rates 

for adults than either states that do not regulate or lightly regulate alcohol sales. Our preliminary 

analysis does not find a difference in fatality rates for youth aged 15 to 19. Among children 

under age 15, a group for which Pulito and Davies did not report results, adding in the two 

missing variables reveals lower fatality rates in states that exert the most control over the 

distribution and sale of alcohol (such as Pennsylvania). 
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Bottom Line: Privatization Will Have Negative Social Impacts 

 

Our reanalysis of the data on alcohol-related traffic fatalities is no surprise: it is consistent with 

the preponderance of “secondary” evidence reviewed by the Task Force showing negative social 

impacts from privatization. Based on our preliminary reanalysis of the traffic fatality data, the 

impact of privatization on alcohol-related traffic fatalities is modest in percentage terms: that is, 

control vs. license status explain only a small part of the variation in alcohol-related fatalities. 

The difference in fatalities between heavy control and license  states is, however, statistically 

significant. The difference is also meaningful in human terms. For a state with the characteristics 

of Pennsylvania, for example, our preliminary estimates reveal that moving from the current 

“heavy control” situation to privatized distribution would increase alcohol-related fatalities 

annually by 58 deaths. 

 

In sum, lawmakers concerned that privatization might increase alcohol-related traffic fatalities 

and other negative social impacts are right to be concerned. The best research shows that 

privatization will increase negative social impacts. 

 

  

 


