It’s important to understand
the difference between local,
licensed delivery from a
community retailer vs. the
obscured DTC transactions
carried out across state lines
by a common carrier that
Dieterle advocates for.

Dieterle isn’t interestied in
informing his readers that
same-day delivery from a

local, licensed retailer
commitied to the safety and
well being of its community
is ALREADY AVAILABLE IN
43 STATES AND
WASHINGTON, D.C.

The U.S. alcohol marketplace
is the MOST DIVERSE in the
world thanks in large part to
the three-tier system that
allows craft, startup and
small production brands to
thrive.

If deregulation like Dieterle
promotes occurs, the
marketplace will be
dominated by producers
with large enough marketing
budgets to compete for a
national instead of local
audience.

Dieterle doesn’t seem to
understand what 82% of
Americans do based on a

2019 Center of Alcohol

Policy study - AirPods aren't
alcohol and shouldn’t be
regulated the same way. If
ear buds go into the hands of
a teenager, it's a good day -
quite the opposite for spirits.

Also - Apple ONLY sells
licensed products to certified
retailers thereby establishing

a chain of custody in an
otherwise unregulated

marketplace. There is a

RATHER LARGE BLACK

MARKET of knock-off Apple
products on major DTC
markeiplaces like Amazon.
Apple spends millions
fighting this - so will spirits
producers.

That’s right - THE
MAJORITY OF AMERICAN
MOMS ARE concerned that
DTC spirits shipping will lead
to underage access.

I¥’s actually not that straight
forward - Dieterle confuses
the concepts of “causation”

and “correlation’

The methodology used
behind the R Street survey
and Dieterle’s argument is a
gross misrepresentation of
data. This extremely simple
examination of underage
drinking rates in states
nationwide, with zero control
variables or consideration for
environmental factors, yields
beyond unreliable figures.

It doesn’t take a PhD to know
that comparing two broad
variables does not imply
causation.

Again, Dieterle fails to inform
his readers that same-day
delivery from local, licensed
retailers ALREADY EXISTS
with delivery personnel who
are trained and civilly liable
should alcohol make it into
the hands of a minor.
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The Truth About Alcohol Delivery and Underage
Drinking

The COVID-19 global pandemic has led to a broad re-thinking of American alcoholic

beverage laws. That's because, in a time of lockdowns, more and more consumers

transitioned to a delivery-based model of purchasing daily household products. In doing so,

they were naturally interested in having a six-pack of beer or a bottle of their favorite whiskey
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So does every state

legislature that has reviewed
permanent DTC spirits
shipping since 2020.
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delivered to their homes.
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During COVlD-]Q@;T(;tUCk? passed comprehensive reforms to allow distillers and

brewers to deliver their products directly to consumers—a practice which is known as Direct-

to-Consumer (DtC) shipping. DtC has long been practiced in the American wine industry—
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the vast majority of states allow wineries to deliver bottles to their customers homes—but it

is much rarer in the brewing and distilling industry. All told, only a small handful of states

permit breweries and distilleries to engage in DtC shipments.
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And«certain influential interest gr-ﬁups want to keep it that way. A new survey by alcohol

wholesalers blares a warning tha erican mothers are "concerned” that reforms like DtC

delivery could be a gateway to more kids getting their hands on alcohol. Scary warnings

A Long-Boiling Debate

To understand the dynamics at play, it's important to break down how the alcohol industry

works. The system predominantly operates under what is known as the three-tier system,

which requires legal separation between producers, wholesalers and retailers of alcohol.

The three-tier system impacts the alcohol supply chain in myriad ways, but it makes it more
difficult for businesses like breweries and distilleries to sell and deliver their products straight
to ﬁﬂnsumefs. Instead, they have to route those products through a wholesaler and then a
retailer—only then can they be sold to the customer. If this sounds anachronistic in modern

day America, that's because it is: It would be analogous to Apple only being allowed to sell its

products at a store like Best Buy, rather than also being able to sell directly from the online

S ———

Apple Store.

The three-tier system traces its roots to the immediate aftermath of Prohibition, and—
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unsurprisingly Fc:ur@ﬁat_has been around for so long—it has created significant

reliance interests. Namely, alcohol wholesalers and retailers are often leery of reforms like

DtC shipments, since those delivery models circomqvent the three-tier model by allowing

producers to sell straight to consumers.

ample of economic

reforms like DtC

While this type of resistance is an unremarkable, albeit unfortunate,
protectionism, it rarely manifests itself in these terms. Instead, opponents
argue that the real dangers of producers being able to ship their products straiig ~

consumers are potential health and societal harms.
A Renewed Warning

One of the most-repeated arguments by opponents is that reforms like DtC could lead to

more underage individuals gaining access to alcohol. These worries, while understandable, are

devoid of significant data to support them. Perhaps in an attempt to adduce such evidence,
a recent survey conducted on behalf of the Wine and Spirits Wholesalers of America

(WSWA) features an eye-catching headline: "New WSWA Study Finds U.S. Mothers
Concerned that Direct-to-Consumer Spirits Shipping Endangers Children.”

When one digs down into the details, however, there is less to these purported findings than

meets the eye.

For one, the survey framing likely influenced the results. The survey methodology included
polling 2,000 mothers nationwide via online interviews. An additional 600 mothers were
surveyed in New York and Texas, because both states are scheduled to consider pending DtC
reform bills in upcoming legislative sessions. Why only mothers, and not fathers, were

sampled in the survey is a curiosity that goes unexplained.
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These mothers were asked to agree or disagree with broad questions, like if it was “important
for lawmakers to consider [preventing underage alcohol access] when deciding alcohol laws
‘and regulations like DtC spirits shipping privileges?” Over 90 percent of mothers answered
“in the affirmative. Another question asked the mothers if they were “concerned” that DtC

| shipping of spirits “will lead to underage access?” Over /0 percent answered in the

| affirmative.
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In order to qualify as a mother who thought it was “important” for lawmakers to consider
underage alcohol access when deciding issues like DtC shipping, the respondent had to think
it was either "somewhat important” or “extremely important.” Similarly, a mother “concerned”
that DtC would lead to more underage access was one who was either “somewhat

concerned” or "extremely concerned.’

Needless to say, it does not take a PhD in polling data to see the inherent limits of this type

The truth s, in the last two
years, ZERO states that have

faced new spirits shipping bills

have enacted them.

Kentucky is the ONLY state

since 2020 to enact permanent
DTC spirits shipping legislation.

Wine DTC has existed for
decades - enough time for
regulators to accurately
measure the negative impact
in the marketplace. States
across the country are
recognizing that DTC wine
shipments lead to more
bureaucracy, more
enforcement action, and the
spending of more taxpayer
dollars.

FACT: States are enacting
stricter enforcement
measures fo better account
for the damage DTC wine
shipping has done to their
state tax revenue, the
transparency of the supply
chain, and more.

In 2021, the VA ABC was
granted an additional $1
million to fund 10 new DTC
enforcement positions while
five other states (TN, KS, HI,
OH, and AL) passed stricter
reporting measures for
those operating in the wine
DTC marketplace.

In 2022, the state of
Oklahoma even held a
committee hearing solely to
discuss DTC penalties after a
senator twice shipped a
bottle of whiskey to himself
and no signature was
required upon delivery.

The three-tier system
continues to thrive because
it is successful - the U.S.
alcohol marketplace is the
safest and most diverse in
the world thanks in large
part to the strong
state-based regulatory
structures that don’t exist
anywhere else.

That’s right - despite
geographic and idealogical
differences, THE VAST
MAJORITY OF AMERICAN
MOMS AGREE that it is
important that lawmakers
consider underage access
when deciding alcohol laws
and regulations.
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~ of questioning: Ask any parent if they are at least "somewhat concerned” about pretty much

Public policy
should always
put public health
and safety at the
forefront.
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any topic that could affect their children’s lives, and you'll likely get a chorus of head-nods
and affirmations. "Are you at least somewhat concerned your child might get lost at the zoo
on the field trip?” "Are you at least somewhat concerned your kid might be exposed to drugs
at an after-school party?” Pretty much every parent has fears about their children, which

makes affirmative responses about those fears fairly unremarkable.

To be clear, being concerned about your child’s well-being is an extremely rational impulse for

T

any parent. But when@estn determining public policy questions, good empirical data,

esults about "concern’ levels, is still the best guide.

The survey also portrays completely non-controversial sentiments by mothers as somehow
indicative of opposition to DtC delivery in all forms. For instance, few rationale observers—
even those most in favor of DtC delivery—would dispute that it is "important” for lawmakers
to consider underage drinking when analyzing DtC reforms. Of course, taking something
into account while developing smart reforms is far different from rejecting a reform outright

—a distinction that gets lost in the way the survey was administered.

In a follow-up post, the WSWA did attempt to cite to an actual empirical study on underage

access and alcohol delivery. According to that study, 45 percent of alcohol orders by
underage buyers were successfully received during the course of the study. Once again,

though, there are clear limitations to this data.

First, this study suffered from a severely limited sample size, both numerically and
geographically: It involved a mere eight buyers, all located in North Carolina, who placed a
grand total of 100 alcohol orders over a two-week period. Additionally, the study is now over

a decade old and apparently was never expanded beyond these original constraints.

Attempting to base widescale public policy decisions on the experience of eight people, all
located in one locale, is risky and unnecessary given that better data on the history of alcohol

shipments exists, as discussed below.

The Facts About Underage Drinking and DtC Reforms

Fortunately, such data exists. Earlier this year, the R Street Institute published @;I -
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study: "Alcohol Delivery and Underage Drinking: Data-Driven Lessons from Direct-to-
Consumer Wine Shipping.’ This research was based on a simple concept—since DtC wine

shipping has existed for decades in America, it is a relatively straightforward endeavor to

evaluate empirically whether such shipments led to a rise in underage drinking over that time.

As noted, DtC shipping for beer and spirits remain less widespread across America, but over

45 states currently allow some form of DtC wine shipments. The trend toward DtC wine has

developed over the past few decades, providing ample opportunity to measure its effects.

We used data from the Center for Disease Control's long-standing Youth Risk Behavior
Surveillance SYStm—ﬁ@ r decades, the YRBSS has asked high school students
whether they currently drink alcohol, defined a3
past 30 days.

1suming at least one alcoholic drink in the

't should be noted that asking a respondent a simple "yes" or "no” factual question—as in, did .

you or did you not have a drink within the past 50 days?—produces a more specific,

s

objectively quantifiable answer than inquiring into a respondent’s subjective “concern level”

about a certain topic. To conceptualize this, consider the difference between asking a
respondent "Are you concerned about high gas prices?” versus "Did you vote for candidate X
on November 87" The prior question involves a subjective value judgment—i.e., how
important are higher gas prices to me and how much do | care about this issue?—versus the

objective "yes" or 'no" factual answer for the latter.

Overlaying the YRBSS' underage drinking data with state laws governing DtC wine shipping

over time allows one to compare the change in underage drinking rates in states that have

allowed DtC wine shipping versus those that have not.

't's important to note that underage drinking has declined precipitously across America over

the past few decades. From 1991 to 2019, the number of high school students who drank fell

from 50 percent to 29 percent. While every state saw a decline in its underage drinking rates
in recent decades, our research was able to determine if the extent of those declines were

impacted by a state’s laws on DtC wine shipping.

Our research produced the following conclusions:

States that allowed DtC wine shipments in 2003 and in 2019 showed an
average drop of 44.3 percent in the underage drinking rate. States that did not
allow DtC wine shipments in 2003 and still did not in 2019 showed an average
drop of 43 percent. In other words, underage drinking rates declined a few
percentage points more in states that have continuously allowed DtC wine
shipments over the past few decades versus ones that have continuously
prohibited it. This is not to suggest that DtC wine shipments necessarily reduce
underage drinking, but, at the very least, it does suggest that DtC wine

shipments have not led to an increase in underage drinking rates.

Put another way, there is no empirical evidence to suggest that states that legalized DtC

wine shipments over the past few decades saw greater levels of underage drinking.
Moving Forward

Given that there is an overall lack of evidence that allowing alcohol to be shipped directly to
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consumers homes has led to more underage drinking, the focus for policymakers should be
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on continuing to emphasize proper |Ding pr-::;tc:u-::nl and training of delivery personnel—tools

which can ensure that alcohol is delivered in a safe and responsible manner.
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Rather than relying on surveys attempting to gauge a respondent’s subject "concern” about
whether an issue is "important” to them, policymakers should look to hard data. The history
of DtC shipping in America provides an ample empirical paper trail to show that DtC does

not increase underage drinking.
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The misinformation
continues - over and over
again, Dieterle calls into
question survey
methodology but his ill
informed opinion doesn’t
change social science - or
the fact that his preferred,
cited YRBSS study uses the
SAME METHODOLOGY.

Measuring a respondent’s
“concern level” is known as
using the “likert scale’ It is
commonly used by social
scientists in policy
evaluation and is often found
to be more informative in
review than a simple binary
“yes' or "no.



