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Chapter 3: The construction of America’s modern

brewing industry, 1865-1920

This chapter begins my alternative interpretation of the

American brewing industry from 1865-1940. I use the

data table presented in Chapter Two to address and

interpret the four themes that have dominated standard

writings on the brewing industry: the ascendancy of

large-scale brewing, the tremendous increase in nation-

al output, the rise in per capita consumption, and the

transformation of the product. This chapter examines

the period from 1865-1920. Chapter Four covers the

Prohibition era, 1920-1933. Chapter Five covers the

years between the repeal of Prohibition and the onset of

World War Two, 1933-1940.

The standard story, outlined in Chapter Two, attributes

the brewing industry’s transformation to the growing

number of consumers and to changing consumer pref-

erences. Yet, its authors choose to focus not on the

consumers, but on the breweries themselves, and on

the steps the breweries took to most efficiently meet

consumer demand. What emerges is an industry that

passively responds to external developments such as

new technologies and scientific practices. According to

the story, larger firms were better positioned to adopt

these innovations, and they reaped a disproportionate

share of the benefits. When free from negative external

shocks such as the government, the industry naturally

evolved from one made up of many small breweries to

one led by fewer and fewer nationally oriented firms.   

In this chapter I begin my attempt to show that industry

and firm processes may not unfold naturally or even

beneficially. My emphasis is on how firms and indus-

tries actively interact with their social and economic

environment. The standard story has shown that some

innovative breweries distinguished themselves in the

decades before and after Prohibition through extensive

investments in technology, science, and transportation.

However, in this Quadrant IV story, we go beyond the

documentation of these steps, and evaluate why these

(and other) steps were taken and whether consumers

automatically benefited from them.

Section 3.1 re-examines industry structure and firm and

industry output levels: did shipping breweries propel the

brewing industry forward during these pivotal decades?

(Did packaged, pasteurized, shipped beer dominate the

market?) Section 3.2 considers the issue of efficiency:

(Were the largest, shipping breweries the most efficient

firms?) Section 3.3 reviews the issue of vertical inte-

gration: (Were the national shippers the only breweries

to vertically integrate, and did their upstream and

downstream investments secure them competitive

advantages?) Section 3.4 discusses the rise of bottled

beer: (Was it a natural response to changing consumer

preferences?) Section 3.5 examines the link between the

rise of lager and the influx of German immigrants: (Do

immigration patterns fully account for the ascendancy

of lager beer?) Section 3.6 reviews changes in how

beer was brewed: (Were these developments driven by

consumer preferences?) Section 3.7 looks at the rela-

tionship between product quality and standardization:

(Have these two concepts become synonyms?)

Section 3.1: Another view of industry structure

The standard story’s assumption is that the national

shippers propelled the industry to its great heights dur-
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ing the years 1865 to 1920. Baron claims that while the

pre-Prohibition brewing industry supported many small,

local breweries, ‘it was the few large, highly mecha-

nized factories, with merchandising extending beyond

their own neighborhoods or towns, that controlled the

major part of the market’.1 This view corresponds with

Chandler’s: a small number of national shippers domi-

nated the brewing industry, supplying the majority of

the annual beer production.

Shippers, according to the story, controlled the market

and propelled the industry’s growth. This impression is

based largely on two tables Cochran uses to show how

important the leading breweries were and how quickly

they grew from 1877 to 1895.2 During this period, the

growth rates for the ten largest breweries greatly out-

paced the industry overall. The standard narrative

mistakenly assumes that this trend, once set in motion,

continued unabated until Prohibition.3 A more detailed

review of the data show this view to be incorrect.

While the two largest breweries, Pabst and Anheuser-

Bush, outpaced industry growth from 1877-1895, they

grew more slowly between 1895-1915 than did the

industry overall. Indeed, it seems that all six of the lead-

ing shippers grew at a slower rate than the industry,

whose total output rose from 33.6 million barrels to 54.8

million barrels.

At the very least, these data cast doubt on the pre-

sumption that the shipping breweries were continually

leading the industry forward, and they raise an intrigu-

ing question: If the national shippers were not behind

the momentous increases in industry output from 1895-

1915, who was?

A preliminary answer comes from the 1905 Census of

Manufactures data that can be used to divide the indus-

try into breweries of five levels of annual production:

less than 800 barrels; 800-3,000 barrels; 3,300-15,000

barrels; 15,000-170,000; and greater than 170,000 bar-

rels. One obvious drawback of this approach is the open

end of the last category: it does not distinguish between

breweries making 200,000 barrels, say, and the top pro-

ducers who put out more than a million barrels. This

makes it difficult to highlight the performance of the

national shippers.  

Given the orthodox narrative’s emphasis on the ship-

pers, we might expect that the shippers alone would

dominate national production. If the top category of pro-

ducers includes not only the shippers, but all breweries

producing over 170,000 barrels, we would clearly

expect this group to dominate overall production.  

Data in Table 3.2 show an industry markedly different

from that of the orthodox narrative. In the last column

we see that the most pivotal group of breweries were

those that produced between 15,000 to 170,000 barrels.

They accounted for 62.3% of total output, and they also

dominated production in five of the top seven brewing

states. In the two largest beer-producing states, New

York and Pennsylvania, these medium-sized breweries

manufactured over 70% of the total output. Only in the

states dominated by the national shipping breweries,

Wisconsin and Missouri, did the largest breweries con-

tribute more than 50% of their state’s output.  

Together, Tables 3.1 and 3.2 suggest that the largest

breweries were not the driving force in the brewing

industry. The orthodox narrative makes an additional

Table 3.1. Percentage change in output by the two largest breweries, 1877-1915.

Source. Cochran, T. (1948) Pabst Brewing Company: The History of an American Business. New York:

New York University Press. pp.73-74; Krebs, R. and Orthwein, P. (1953) Making Friends is Our Business:

100 Years of Anheuser-Busch. St. Louis, MO: self published book, Anheuser-Busch. pp.242-243; & United

States Brewers Foundation (1956) Brewers Almanac.p.10.

Period Anheuser-Busch Pabst Industry

1877-1895 1,106% 689% 242%

1895-1915 58% -23% 78%
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error in its categorization of the breweries that made

up the industry during these years: it contrasts large,

shipping breweries with small, local operations. This

characterization over simplifies the brewing industry’s

structure. From the 1870s to the 1910s, the industry was

comprised of four distinct types of breweries: large-scale

shippers, large-scale local breweries, medium-sized ship-

pers, and small-to-medium sized local breweries.

The large nationally oriented shippers studied by

Cochran and Plavchan operated in Milwaukee, St.

Louis, and Cincinnati, cities that were too small to

absorb all their output, and so they systematically set

out to ship their product to other regions. By combining

mass production and mass distribution, they came clos-

est to fitting Chandler’s conception of modern business

enterprises.  

The large local breweries rivaled the national shippers

in size, but concentrated on local markets. Many of

these firms were based in such Eastern cities as New

York, Philadelphia, and Newark; with sizable local mar-

kets, they did not need to ship beer. (New York City’s

Ehert brewery, for example, was the nation’s largest in

1877; by the 1910s, its annual production topped one

million barrels, placing it alongside the largest of the

shipping brewers.) The achievements of these firms

impugn Chandler’s argument that success required

large-scale breweries to combine mass production and

mass distribution.4 A more detailed understanding of the

brewing industry shows that there was not just one pre-

ordained path to market victory: factors such as legal

arrangements and retail practices mattered greatly. As

we shall see later in this chapter, by concentrating on

nearby markets in which they secured their own retail

outlets, locally oriented breweries frequently outper-

formed the national shippers.

Most of the medium-sized shippers had annual produc-

tion levels of at least 30,000 barrels.5 Representative of

this group was Heileman, the second-largest brewery in

LaCrosse, Wisconsin (across town, the Gund brewery

had a capacity of 400,000-500,000 barrels). Heileman

distinguished itself from its local rival by aggressively

shipping large percentages of its beer. The number of

regional brewers who actively shipped beer probably

did not number more than 150-300.6

The small-to-medium sized local breweries had annual

production levels ranging from 500-170,000 barrels.

Estmated Annual

Production Levels New York Pennsylvania New Jersey Ohio Illinois Wisconsin Missouri US

<880 bls 9   0.0% 3   0.0% 6   0.1% 6   0.1% 15   0.2% 128   0.1%

800-3,000 bls 20   0.3% 20   0.7% 5   0.2% 10   0.6% 13   0.7% 49   2.0% 7   0.3% 258   1.0%

3,000-15,000 bls 50   4.7% 97   15.9% 9   3.2% 43   10.3% 32   6.9% 52   8.6% 15   2.8% 479   8.5%

15,000-170,000 bls 121   71.2% 102   72.3% 19   50.3% 52   65.4% 63   84.0% 19   16.6% 16   29.2% 620   62.3%

>170,000 bls 9   23.8% 3   11.2% 4   46.3% 3   23.7% 2   8.0% 4   72.6% 12   67.7% 46   28.2%

Table 3.2. Number of breweries and share of output by brewery size, 1905.*

Source. Census of Manufactures, 1905.

* Production levels are estimated by dividing the value of output by the average price. For Illinois, the two breweries with produc-

tion levels exceeding 170,000 barrels (or value of output >$1 million) were collapsed with the category of breweries making

16,600-170,000 bls. I have estimated these two breweries to have produced 8% of Illinois' total production.
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These locally oriented breweries sold their beer on tap

in saloons that they usually controlled or influenced.

They made up the majority of the nation’s breweries,

and their achievements belie both Chandler’s thesis and

the more traditional arguments that rising minimum-

efficient scales inexorably drove small breweries from

the industry. In fact, many of these small, local brew-

eries thrived in the backyards of the national shippers in

Cincinnati, Milwaukee, and St. Louis. Some of these

breweries were: Schaller Brewing, Fairmount Brewing,

and Jung Brewing in Cincinatti; John Graf Brewing,

Eugene Husting Brewing, and the Independent

Milwaukee Brewery in Milwaukee; and Empire

Brewing, Columbia Brewing, and Forest Park Brewing

in St. Louis.7

The brewing industry was, then, quite different from the

picture presented in the standard story. It did not consist

only of large, shipping breweries and small, local brew-

eries. In fact, the important categorization is not large

vs. small breweries, but shipping vs. local breweries.

Large and small local breweries had more in common

than did the large shippers and large local breweries.

There were two categories of breweries propelling the

brewing industry forward during this period: the hun-

dreds of small and mid-sized local breweries, and the

large, locally oriented breweries such as Ehert,

Bernehimer & Schmid, Ruppert, and Peter Doelger in

New York City, Conrad Seipp in Chicago, the

Massachusetts Breweries Company and the New

England Breweries Company in Boston, Peter

Ballantine and Sons in Newark, the Gottlieb-

Bauernschmidt-Strauss Brewing Company in

Baltimore, Frank Jones Brewing in Portsmouth, New

Hampshire, the Pittsburgh Brewing Company, and

Duquesne Brewing in Pittsburgh, and Bergner & Engel

in Philadelphia.8

Section 3.2: Efficiency and brewery size

Defenders of the standard narrative might object that

even if the national shipping breweries were not pacing

the industry’s growth during these years, their eventual

ascendancy was a natural reflection of their greater pro-

ductive efficiencies. We can use two proxy variables to

evaluate relative levels of efficiency: brewery profitabil-

ity and price per barrel of beer. McGahan, Chandler, and

others argue that the largest breweries were the most

profitable, and had the lowest prices. We can use 1905

Census of Manufacturing data to test this commonly

held belief about the relationship between brewery size

and profitability. Following Lamoreaux’s work with

census data, profitability has been calculated as:

[Annual value of output - (Annual wage bill + Annual

miscellaneous expenses)] / [Value of Capital Invested].9

Column One presents categories of the value of brewery

production, and Column Two provides estimated pro-

duction levels (see Table 3.3).

The standard story presumes that the largest breweries

were the most efficient, and, therefore, enjoyed the

highest profit rates. In this view, small breweries con-

tinued to operate only to the extent that they were

insulated from their larger rivals by distance. While

national profit data are unavailable, we can compare

profit rates for the seven leading brewing states. Table

3.3 clearly indicates that profit rates and brewery size

are not directly correlated. The largest breweries were

not the most profitable in any of these seven key brew-

ing states. This was true even for Wisconsin, which had

only four breweries with output levels above 170,000

barrels: the national shippers Pabst, Schlitz, and Blatz,

all based in Milwaukee, and Gund, located in LaCrosse.

These four breweries, among the largest in the nation,

did not generate the highest profit rates in Wisconsin.

Missouri, which according to Table 3.2 had the greatest

concentration of large breweries of any state, also saw

lower profit rates for its largest firms.

Table 3.3 shows that the most profitable breweries were

the mid-sized firms. This reinforces our earlier finding

that it was these firms that were driving industry

growth.10

These data also reveal that by the early 1900s the

shipping brewers had high profit rates, though not the

highest rates in the industry. However, the figures do not

address the degree to which the continued high profit

rates by smaller brewers reflected their insulation from

the shippers. Were these firms local monopolies that

extorted high prices from consumers? Passel and Atack

argue that for a variety of industries, including brewing,

smaller firms continued to operate longer than was

economically efficient because they were sheltered

from the full brunt of their larger rivals’ price competi-

tiveness.11 According to McGahan:
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The shipping brewers exploited economies of scale in 

production to produce better quality beer more cheaply at the

brewery, but at a higher price once transportation costs

entered into the calculus. The shipper’s distribution range

radiated serially outward along railroad routes as 

transportation costs fell and as production scale economies

mounted. Increments in economical distribution range forced

out marginal brewers in towns along the routes and caused

the total number of brewers gradually to decline.12

The propensity of smaller breweries to exit the industry

during the 1930s followed a trend established in the 1890s. 

A series of increases in economies of scale and scope

accounts for the steady decline.13

This understanding of the role of transportation costs is

incomplete. Smaller breweries did not have to rely on

distance to safeguard their operations, and in fact many

small and medium breweries operated alongside the

largest shipping firms in the same city. St. Louis in 1905

was home to two national shippers, Anheuser-Busch

and Lemp, but it also supported 20 locally oriented

breweries. Among the successful local St. Louis brew-

eries were Missouri Weiss Beer Brewing, Columbia

Brewing, Empire Brewing, Charles G. Stifel’s Brewery,

Forest Park Brewing, Gast Brewing, H. Grone Brewery,

American Brewing, Hyde Park Brewery, National

Brewery, Green Tree Brewery, Schorr-Kolkschneider

Brewing, Schroeder’s Berliner Weiss Beer Brewing,

and Louis Obert Brewing.14 Consumers in Cincinnati

patronized the national shipper Christian Morelin, as

well as 22 other breweries.  Downard, in his study of the

Cincinnati brewing industry, notes that ‘there were

many smaller breweries in business at the turn of the

century whose products were just as popular as those of

the larger establishments’.15 Even Milwaukee, home to

three national shippers (Pabst, Blatz, and Schlitz), could

support ten local breweries.16 Clearly, these firms did

not owe their continued existence to distance and trans-

portation costs.

The experiences of the medium-sized Heileman of

LaCrosse, Wisconsin, also challenges the transporta-

tion-cost argument. LaCrosse is much farther from

Value of Brewery

Output

Estimated Annual

Production Levels

New York Ohio New Jersey Illinois Penn Missouri Wisc

Less than $5,000 <800 bls 6.1% -1.6% 16.9% -6.2% n.a. 11.1%

$5,000-20,000 800-3,300 bls 10.3% 9.9% 16.8% -5.0% 9.5% 19.8% 19.4%

$20,000-100.00 3,300-16,600 bls 9.8% 14.9% 13.6% 11.3% 10.2% 15.9% 18.9%

$100,000-1 million 16,600-170,000 bls 12.2% 15.9% 15.0% 11.0% 12.1% 14.4% 15.0%

>$1 million >170,000 9.6% 9.3% 11.0% 8.6% 8.5% 18.2%

Total Total 11.4% 13.8% 13.1% 10.8% 11.3% 10.0% 17.8%

Table 3.3. Profit margin by brewery size, 1905*

Source. Census of Manufactures, 1905.

*The Census report notes that for Illinois, two breweries which had sales of over $1,000,000 were grouped with the breweries in

the category $100,000-$1,000,000. One of the breweries was the Chicago-based Conrad Seipp, which at the turn of the century

was producing 350,000 bls of beer, for an estimated value of approximately $1.7 million dollars.



Journal of the Brewery History Society52

Chicago than Milwaukee, but this did not prove to be an

obstacle for Heileman. In the 1900s and 1910s, it

shipped beer from LaCrosse to the more than 50 saloons

it owned in Chicago, successfully contesting national

shippers, including those based in Milwaukee.17

Heileman’s annual production during these years was

never more than 10% of the output of national shippers

such as Anheuser-Busch or Pabst.18

While Table 3.3 addresses the relationship between prof-

itability and size, we can also consider the connection

between size and efficiency. Plavchan, in his discussion

of Anheuser-Busch, writes approvingly of its fixed-cap-

ital investments in the 1890s: ‘Further enlargement of

the physical plant enabled the Anheuser-Busch brewery

to become not only the largest brewing works in St.

Louis, but also the largest in the world’.19 Interestingly,

though Anheuser-Busch owned the world’s largest

brewery, it was not the world’s leading beer producer.

Comparative data indicate that from 1895 to 1915

Anheuser-Busch’s annual output levels remained

between 36 to 54% of that produced by the leading

UK brewery.20 This finding further weakens claims

that the dominant American shipping breweries were

characterized by their unparalleled productive efficien-

cies..

We can also challenge the presumption that shipping

breweries, through their greater efficiencies, charged

lower prices for their beer. According to McGahan, ‘The

shipping brewers exploited economies of scale in pro-

duction to produce better quality beer more cheaply at

the brewery’.21 Chandler makes a similar argument,

stressing the shippers’ innovative coordination of

production and distribution. Baron also believes that

shippers’ beer was less expensive.  

But, Cochran and Plavchan provide compelling evi-

dence that the shippers did not try to compete on price.

According to Cochran, the shippers ‘tried to sell at a

uniform price above that of the local competitors’ in

Eastern cities.22 Sales for the shippers, he argues,

‘depended more on quality than on price. Where local

demand could be built up for extra quality, Milwaukee

beer obviously could stand a price differential of $1.00

to $1.50’.23 He provides data showing that local New

York breweries would charge $6.00 to $7.00 per barrel,

while national shippers charged around $9.00 a barrel.

He argues, then, that the shippers tried to sell a higher

quality but more costly beer. Plavchan makes a similar

point for Anheuser-Busch, arguing that it charged a

higher price because it made a superior product.24

We can compare the average price per barrel of beer

across the leading brewing states. We know that

Wisconsin’s three shipping breweries and Missouri’s

two shippers accounted for over 50% of the total beer

output in these states.25 If the standard narrative were

correct, we would expect Wisconsin and Missouri to

have significantly lower average prices per barrel of

beer compared to the other leading brewing states in

which medium-sized breweries accounted for between

60 and 80% of the total output. Using U. S. Census of

Manufactures and U.S. Brewers Association data, Table

3.4 estimates the price per barrel of beer in the twelve

leading beer producing states:

The table shows that Illinois had one of the lowest per

barrel prices of any of the top brewing states, 41%

below Wisconsin’s and 39% below Missouri’s.

Chicago, though home to Conrad Seipp, a brewery

making 300,00-350,000 barrels annually by the early

1900s, did not boast any nationally prominent shipping

brewers, as did St. Louis and Milwaukee, or any

dominant local mass producers like Ehert of New York

City. Illinois’s production was concentrated in smaller,

local firms. Thus, there was great local competition in

Chicago and in the rest of the state. Reflecting their

local orientation, these breweries produced cheaper

draught beer, not the more expensive bottled beer

increasingly favored by shippers. We examine the

differences between draught and bottled beer in

Section 3.4.

The nearby shipping breweries in Wisconsin and

Missouri produced more beer than their local markets

could absorb. They looked to Illinois, and particularly

Chicago, as a potential market for their surplus beer.

Cochran discusses in several places the importance of

the Illinois market. From 1909-1913, Pabst’s average

beer sales in Illinois were 244,092 barrels, higher even

than its home state sales of 180,961 barrels.26

The shippers, however, were not uniformly successful

in Chicago. According to a table constructed by

Cochran, Pabst lost more than $850,000 on its Chicago

business between 1904 and 1912.27 Such losses reflect

the competitive nature of the beer market in Chicago
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and Illinois. The concentration of a large number of

medium-sized breweries in the state, along with the

need for nearby shipping breweries to find outlets for

their excess product, resulted in low beer prices for

Illinois.

Table 3.4 also shows that prices per barrel in the top

three producing states - New York, Pennsylvania, and

Illinois - were below the national average.28 The two

states with the highest price per barrel were Wisconsin

($7.04 per barrel) and Missouri ($6.90 per barrel). If the

shippers rose to the fore because of their inherent effi-

ciencies, why was the average price of beer so high in

these two great shipping states? Chandler’s modern

business enterprises (and he cited as an example the

national beer shippers) supposedly drove their competi-

tors out of business through greater productive and

distributive efficiencies. He claims that the national

shipping breweries combined ‘high quality at low

prices’.29 Cochran provides one possible explanation:

the national shippers offered a higher-quality beer, thus

the higher cost.  

State Production (Barrels) Value of Output Average Price per Barrel

New York 11,060,000 $61,958,142 $5.60

Pennsylvania 6,114,000 $34,863,823 $5.70

Illinois 4,777,000 $23,787,036 $4.98

wisconsin 4,078,000 $28,692,340 $7.04

Ohio 3,907,000 $21,620,794 $5.53

Missouri 3,502,000 $24,154,264 $6.90

New Jersey 2,684,000 $17,446,447 $6.50

Massachusetts 1,832,000 $11,080,944 $6.05

Maryland 1,310,000 $4,967,063 $3.79

Michigan 1,217,000 $6,999,251 $5.75

Minnesota 986,000 $6,177,528 $6.27

Connecticut & Rhode Island 937,000 $5,666,332 $6.05

Top twelve States 42,404,000 $247,413,964 $5.83

Total for industry 49,459,000 $298,358,732 $6.03

Table 3.4. Production and price data in the twelve leading brewing States, 1905*

Source. US Brewers Association Year Book, 1911; Census of Manufactures, 1905

* Production data are taken from US Brewers Association Year Book, 1911, and Value data are from 1905 US Census of

Manufactures. Price per barrel is calculated by dividing production levels by the value of the output. These price calculations cor-

respond with historical data, see Cochran, T. (1948) Pabst Brewing Company: The History of an American Business. New York:

New York University Press. pp.160-179; Downard, W. (1973) The Cincinnati Brewing Industry: A Social and Economic History.

Athens: Ohio University Press. p.85.
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I agree with Cochran that the shippers charged much

more for their beer but I find different reasons: they

spent very large sums of money on advertising and

marketing campaigns to construct demand for their

beers, and they began to emphasize bottled beer, which

was much more costly to brew, package, and sell than

the traditional draught beer produced by local firms.  

Looking back to our matrix from Chapter One, we see

that Cochran’s view belongs in Row One: the success of

a firm is simply a reflection of its greater productive

efficiency or higher product quality. In contrast, my

Quadrant IV interpretation can attribute the achievements

of the shippers to historically contingent processes.

We may now examine why the factors adduced in

Chapter Two did not enable the shippers to control the

pre-Prohibition market, and what factors allowed the

local breweries to increase their hold on the market. We

turn our attention away from industry structure and

toward the steps taken by local and shipping breweries

to shape and construct their economic environments. In

Section 3.3 we see how different types of breweries

chose to vertically integrate, and we evaluate how suc-

cessful these efforts were. In Sections 3.4, 3.5, and 3.6

we review changes in how beer was sold, and changes

in the product itself. These four sections demonstrate

that all breweries interacted with their social and eco-

nomic environment: they did not passively respond to

changing consumer preferences, new market demands,

and government policies, but actively worked to shape

these factors.

Section 3.3: Vertical integration and brewery

success

The standard story follows Chandler’s work in arguing

that the national shippers reached greater productive

and distributive efficiencies through their innovative

investments in vertical integration. According to

Lazonick, the innovative firm will be more vertically

integrated than its adaptive counterparts, and he defends

Pabst’s backward integration into timber and barrel

making as an ‘economically rational’ investment to

secure necessary supplies.30 Chandler attributes much

of the successes of modern business enterprises to their

ability to internalize production processes. Though writ-

ing several decades before Chandler, Cochran, too,

highlights several steps taken by Pabst that lessened its

dependence on external suppliers.

Perhaps the most prominent example of backward

integration concerns malting. Cochran discusses Pabst’s

internalization of malting, and Chandler cites this

example as representative of the efforts taken by the

national shippers to gain greater control over their

inputs: ‘In the 1880s a new pneumatic malting process

increased speed and improved control in the process of

brewing beer’.31 By replacing market-purchased malt

with internal malt, the shippers brewed better beer, and

they speeded up the brewing process. 

Leaving aside the effect pneumatic malting has on the

quality of malt,32 Chandler and others overvalue the

gains from internalizing malting, which did not give the

national shipping brewers a competitive advantage.

Independent maltsters met the demands of breweries

which chose not integrate upstream into malting. In a

1909 book sponsored by the United States Brewers

Association, Gallus Thomann argued:

The business of malting has kept pace with the development

of brewing, and one of the inevitable results of the suddenly

large demands was the establishment of many separate 

malt-houses, fitted up with all modern improvements. This

progress, in turn, led, in a very large measure, to the 

discontinuation of malting by brewers. As the present time, a

comparatively small number of brewers malt their own barley,

it being more profitable and, usually, more satisfactory to

draw on the maltster for the requisite supplies.33

Breweries that relied on the market had ready supplies

of efficiently produced malt. For example, Ehert, one of

the nation’s largest pre-Prohibition brewers, bought all

of his barley already malted. This was a common prac-

tice; Census of Manufacturing data for 1900 indicate

there were 146 independent maltsters in the US. They

pioneered many of the changing technologies and

processes of this period, and were able to pass their sav-

ings on to their customers.34

A more important example of integration in the standard

story is the shippers’ forward integration in bottling,

pasteurizing, and transportation. These investments, it

has been argued, enabled the shippers to transport

efficiently their draught and bottled beer. Yet, these

strategic forward integrations were not effective. As we
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have seen in Section 3.1, the shippers saw their relative

share of the industry market fall after the mid-1890s. In

addition, the shippers were unable to foster a wide mar-

ket for pasteurized, packaged, shipped beer: prior to

Prohibition, bottled beer only accounted for 5 to 15% of

total beer sales. Local producers selling draught beer

dominated the pre-Prohibition beer market, accounting

for approximately 85 to 95% of all beer sales. Downard

notes that in Cincinnati in 1894, ‘more than 95 percent

of the local consumption of about 852,000 barrels of

beer was locally brewed’.35 This was also true for the

nation in general. There may have been pockets where

the shippers enjoyed a greater penetration, but the

overall industry was characterized by local producers

brewing for local consumers.  

The next step is to ask why the shippers were unable to

take fuller advantage of their extensive forward invest-

ments: In other words, why were they unable to expand

their sales of both draught and bottled beer? Part of

the answer lies in a competing example of forward inte-

gration. Prior to Prohibition, the American brewing

industry was characterized by the tied-house system, in

which breweries owned or controlled their principal

retail outlets, saloons.36 Duis dates the breweries’ gradual

takeover of the retail trade to the late 19th century:

First came rental of bars, mirrors, sideboards and other 

fixtures to saloonkeepers. By January 1884, the Daily News

counted over 200 such arrangements, but its survey was

incomplete. Less than a decade later the brewers were renting

$210,565 worth of fixtures to several thousand saloons.

Finally, by 1916 the companies [breweries] owned the 

equipment of 4,679 of the 7,000 bars in Chicago.37

Local breweries began to expand their control of

saloons in the 1890s, and then extended this control dur-

ing the 1900s and 1910s, precisely the same period in

which shippers began to see their production levels

beginning to stagnate: as local breweries took fuller

advantage of this integration, they limited the ability of

the shippers to expand their sales - and in some cases,

even to maintain their output levels.

There were two major forces which led to this control.

First, many state and local authorities began imposing

expensive license requirements on saloons, forcing

them to turn to breweries for financial support.38

Second, breweries realized that it was costly and cum-

bersome for saloons to stock a variety of draught beers.

It was far easier for barkeeps to contract with only one

brewery. In return, breweries rewarded these saloons

with financial incentives.

Local breweries only needed to own or control saloons

in their immediate area. National shippers were at a

great disadvantage: to become national brands, they

would have to secure access to saloons throughout the

country. The expense of controlling thousands of

saloons was daunting, and, in a political environment

that gave rise to many local and state prohibition move-

ments, quite risky. National shippers, more attuned to

these developments than local brewers based in brewing

strongholds, had good reasons for limiting their saloon

investments in many parts of the country. Clearly, a

better strategy for them would be to promote a legal

system that formally separated the selling and produc-

ing of beer. Pabst’s rather dismal efforts in the important

Chicago market suggest some of the difficulties the

national shippers encountered. Despite substantial

investments in packaging, pasteurizing, and shipping

beer, they slowly realized they would not reap the ben-

efits of these efforts if they couldn’t place their beer in

the dominant retail outlets.

The expansion of breweries forward into the retail

market is best understood using a Quadrant IV under-

standing of how and why economic processes unfold.

Local breweries of all sizes found they could compete

with the national shippers by securing retail outlets.

This was an innovative and highly effective use of

forward integration, but this example of vertical inte-

gration has less to do with productive and distributive

efficiency than market power. By monopolizing access

to saloons, the local breweries severely limited the ship-

pers’ retail options.

What is remarkable, however, is that some orthodox

commentators have argued that forward integration into

saloons was a waste of time and money. According to

Williamson: 

Pabst Brewing, Schlitz and other large brewers purchased

saloons in the late 1800s and rented them to operators as 

outlets for their brands of beer. Whatever the merits it might

have had at the time-which, except as a short-run expedient,

appear to be doubtful-the shift from kegs to bottled beer 

rendered it nonviable.39
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This passage reflects a poor understanding of the work-

ings of the pre-Prohibition beer industry. The ownership

and control of saloons during these years cannot be dis-

missed as a short-run expedient. In a market in which

draught beer constituted 85-95% of all sales, breweries

needed continual access to retail outlets. In addition,

Williamson does not realize that as local brewers steadi-

ly increased their control of saloons, shippers were left

with fewer and fewer retail outlets for their draught

beer. Shippers found themselves in the dubious position

of trying to secure outlets for their draught beer, while

simultaneously promoting bottled beer, which could be

sold in other venues. The prominence of draught beer

served in saloons is, in fact, only part of a broader story,

that of saloon culture. Burnham discusses the interrela-

tionship of several ‘Bad Habits’, drinking, smoking,

gambling, taking drugs, and swearing, which were

directly shaped by pre-Prohibition saloon culture.40 It

was the importance of the saloon that led the most suc-

cessful anti-Prohibitionists to name their organization

the Anti-Saloon League.41

What was emerging was a situation in which the local

breweries were becoming increasingly tied to saloons,

while the shippers were becoming, for several reasons,

wary of saloons. In a sense, the saloon becomes a crucial

point of intersection between producer and consumer.

There emerges out of these two brewery reactions

towards saloons alternative consumption patterns which

cut across political, cultural, and technological lines.

Local breweries focus on working class drinkers who

prefer the more affordable draught beer provided at the

local saloon-a site which offers far more than beer.

Shippers, in contrast, could begin to think about target-

ing more affluent drinkers who could afford bottled

beer, and who preferred to avoid the saloon-and that was

associated with visits to it.

Williamson ignores not only how beer was sold during

these years, but the environment in which saloons,

breweries, and consumers interacted. To maintain that

the ultimate decline of keg beer rendered nonviable a

key pre-Prohibition distribution tactic is to blithely pre-

sume that the ascendancy of bottled beer was a natural

market process. The legal relationship that allowed

breweries to control or greatly influence the most

important retail outlet for beer was one of the integral

features of the pre-Prohibition brewing industry. As we

shall see in the next chapter, shippers actively lobbied to

change the law allowing ownership of retail outlets

by breweries. Williamson’s projection of a 1930s retail

pattern on pre-Prohibition years manifests a blatant

misunderstanding of how, and why, legal relationships

in these periods evolved. 

The picture now taking form is quite distinct from the

one that is sketched out in the standard narrative. The

national shippers were not the driving force behind the

industry’s dramatic increase in overall production, and

their ‘greater efficiencies’ did not translate into a grow-

ing market share.

Consistent with a Quadrant IV interpretation, power

emerges as an integral explanatory factor. However, the

achievements of local breweries can be attributed to

more than their power over retail outlets. Consumers

had good reasons for supporting local breweries - their

unpasteurized draught lagers were usually cheaper,

fresher, and of high quality. The shippers, in contrast,

were trying to increase bottled beer sales, and to length-

en the shelf life of their draught and bottled beer.  

The next several sections detail differences in the types

of beer local and shipping breweries made. Section 3.4

examines whether the rise of bottled beer reflected

changes in exogenous consumer preferences, or whether

its growing popularity was a result of steps taken by the

shippers to shape a demand for it? In Sections 3.5

through 3.7, I review changes to the nature of the prod-

uct itself, and I ask the same question: were these

changes driven by the exogenous force of consumer

demand, or did the breweries play key roles in these

developments?

Section 3.4: The introduction of bottled beer and

pasteurization

Cochran, Plavchan, and others presumed that con-

sumers had a natural preference for bottled beer. By

positing the exogenous demand, their objective was to

explicate the developments that facilitated its supply.

They attribute the growth of bottled beer to advances in

technology and science, and to a more fully articulated

railroad system, which lowered transportation costs.

This portrayal highlights a recurring tension in the stan-

dard work. The authors focus almost entirely on factors

that simplified the production of bottled beer, and then
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mention only parenthetically that breweries, in making

bottled beer, were responding to consumer demand. By

arguing that consumer demand drives producer behav-

ior, the standard story maintains that bottled beer was a

quality product. If it were otherwise, rational consumers

would not buy it.

Cochran makes it clear in his chapter ‘Brewing

Becomes More Scientific’ that advances in the technol-

ogy and science of bottling beer were crucial. Writing

about  the pre-Prohibition market, he states ‘In the long

view of the history of brewing, the introduction of large-

scale bottling for shipping purposes may well have been

the most important development in the industry’.42

Large-scale shipping of bottled beer depended upon

Pasteur’s work in biochemistry, as well as innovations

in bottling and bottle washing. 

Even with these advances, there were enormous obsta-

cles. It was difficult to maintain consistency, flavor, and

stability. Furthermore, brewers were subject to an archa-

ic method of taxation not designed for bottled beer. In

this environment, it would appear that the only reason

for expanding into bottled beer - and this is what the

orthodox narrative argues - was to meet a clamorous

consumer demand.  

There are two problems with this interpretation. First, it

ignores the possibility that shippers had underlying

motives for constructing the demand. Second, it moves

the debate away from the quality differences between

local draught beer and bottled beer and concentrates on

the much narrower question of quality variations among

bottled beers.

I argue that bottled beer held five great attractions for

the shippers: 1) it allowed them to decrease their

reliance on saloons, 2) it could be more readily shipped

to dry counties and states,43 3) it facilitated efforts to

construct brand loyalty, 4) it could be directly targeted

to affluent, middle-class consumers, and 5) it offered

higher profit rates. I will expand on each of these points.

First, the shipping breweries desperately needed alter-

natives to locally controlled saloons, and bottled beer

offered them access to new venues, such as restaurants

and nightclubs, which were not contractually tied to

local producers. Pabst sought to expand into New York

City in the 1890s, but it faced nearly insurmountable

obstacles. Ehert Brewery alone controlled between 800

to 1,000 saloons; combined with the scores of other

locally oriented firms, national shippers did not have

ready access to the dominant retail outlet. Pabst

responded in New York by selling its beer in ‘outlets of

real distinction’, prominent hotels and restaurants.44

These upscale venues gave Pabst access to the New

York market, and access to a more upscale clientele that

could afford the more expensive bottled beer.

Second, bottled beer enabled shippers to more easily

penetrate dry counties and states where draught beer’s

bulkiness was a liability. Prior to national prohibition,

several state and local prohibition laws allowed beer to

be imported into the state and sold legally there.

Cochran notes that the prohibition movement ‘did not

stop the consumption of beer, even in the dry states ...

but it continually added to the number of drinking

voters who had no interest in saving the saloon’.45 In

communities that were becoming progressively anti-

saloon, bottled beer clearly offered shippers strategic

advantages.  

Third, breweries used beer bottles, or more specifically

beer bottle labels, in their efforts to construct brand

loyalty. Strasser46 discusses the growing importance of

branding as more and more products were sold in pack-

aged form, rather than out of bins or, as in the case of

draught beer, on tap. Bottled beer helped the shippers to

more readily differentiate their products.47

Fourth, bottled beer helped shippers to target affluent,

middle-class drinkers. Bottled beer’s greater flexibility

in the retail market appealed to many middle-class

drinkers who were less inclined to drink draught beer in

saloons.48

Fifth, and perhaps most important, bottled beer offered

much greater profit potential. Data for Blatz and Pabst

in Table 3.5 show that bottled beer was much more prof-

itable than the more popular draught beer.49

The comparative data for Pabst are particularly sug-

gestive. From 1881 to 1890, the company earned

approximately the same rate of profit from keg and

bottled beer; however, bottled beer began to return con-

sistently higher profit rates in 1891. For the years 1904

to 1918, Pabst enjoyed returns on their bottled beer that

were 300 to 1,000% higher than their keg profit rates.50
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Table 3.5. Pabst and Blatz profit data, 1873-1918.

Source. Cochran, T. (1948) Pabst Brewing Company: The History of an American Business. New York: New York University

Press; Blatz Archives, University of Wyoming.

Pabst Blatz Pabst Blatz

Year

Total profits

per barrel

of beer

Profits per

barrel of

keg beer

Profits per

barrel of

bottled beer

Profits per

barrel of

bottled beer

Year

Total profits

per barrel

of beer

Profits per

barrel of

keg beer

Profits per

barrel of

bottled beer

Profits per

barrel of

bottled beer

1873 $1.88 n.a. n.a. n.a. 1896 n.a. n.a. $0.75 $1.83

1874 $0.16 n.a. n.a. n.a. 1897 n.a. n.a. $2.64 $1.89

1875 $0.34 n.a. n.a. n.a. 1898 n.a. n.a. $2.54 $2.12

1876 $1.53 n.a. n.a. n.a. 1899 n.a. n.a. n.a. $2.25

1877 $1.21 n.a. n.a. n.a. 1900 n.a. n.a. n.a. $1.90

1878 $0.37 n.a. n.a. n.a. 1901 n.a. n.a. n.a. $1.70

1879 $0.83 n.a. n.a. n.a. 1902 n.a. n.a. n.a. $1.87

1880 $0.69 n.a. n.a. n.a. 1903 n.a. n.a. n.a. n.a.

1881 $0.97 $0.96 $1.25 n.a. 1904 $0.77 $0.39 $3.53 n.a.

1882 $0.84 $0.88 $0.13 n.a. 1905 $0.67 $0.27 $3.62 n.a.

1883 $1.03 n.a. loss n.a. 1906 $0.99 $0.41 n.a.

1884 $1.05 $1.10 $0.33 n.a. 1907 $0.77 $0.34 $3.90 n.a.

1885 $1.42 $1.51 $0.52 n.a. 1908 $0.47 $0.06 $3.50 n.a.

1886 $1.14 $1.22 $0.62 n.a. 1909 $0.89 $0.49 $3.80 n.a.

1887 $1.32 $1.45 $0.47 n.a. 1910 $0.97 $0.55 $4.05 n.a.

1888 $1.14 $1.06 $1.67 $2.06 1911 $0.89 $0.44 $4.22 n.a.

1889 $1.61 $1.58 $1.81 $2.27 1912 $0.41 $0.04 $3.13 n.a.

1890 $2.23 $2.23 $2.21 n.a. 1913 $0.59 $0.40 $2.91 n.a.

1891 $1.50 $1.38 $2.37 $2.70 1914 $0.44 $0.20 $2.42 n.a.

1892 $1.25 $1.06 $2.64 $2.01 1915 $0.36 $0.05 $1.76 n.a.

1893 $1.34 $1.29 $1.83 $2.20 1916 $0.46 $0.46 $1.93 n.a.

1894 n.a. n.a. n.a. $1.88 1917 $0.38 $0.12 $1.20 n.a.

1895 n.a. n.a. n.a. $1.73 1918 $0.60 $0.79 $2.54 n.a.
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Data for Blatz from 1888-1901 indicate that it too

earned high rates of return on its bottled beer. In his

study of Anheuser-Busch, Plavchan states, ‘There could

be no denial that it was sometimes difficult to sell keg

beer and still make a profit, but there was less local

competition with bottled beer so that profitable prices

could be kept’.51 The shippers, facing much greater

competition in the draught beer market, actively pro-

moted the more profitable bottled beer which they were

better positioned to provide.

Bottled beer’s greater profits reflected not lower costs

but higher retail prices. Cochran provides 1880s data which

show that the labor cost per barrel of bottled beer was

more than twice that for keg beer.52 Heileman data for the

early 1900s provide a detailed comparison (see Table 3.6).

A further comparison between Heileman’s and Pabst’s

keg and bottled beer profit rates, shows that both firms

had great financial incentives for promoting bottled beer

(see Table 3.7).

Heileman was a mid-sized regional brewer; Pabst the

second largest national brewer. Again it seems clear that 

the proper distinction is not between large and small 

breweries, but between local and shipping breweries.

Many large, local breweries did not bottle their beer,

while many regional brewers followed the national

shippers into packaging. Heileman’s performance

shows that a smaller firm could be quite successful in

bottling and shipping.

Having argued that the shippers had strong motives for

promoting bottled beer, the next step is to prove they

acted on these motives. Whereas the standard story

focuses primarily on investments the shippers made to

more efficiently produce bottled beer, I argue that the

shippers developed a more comprehensive strategy

involving the production, distribution, and consumption

of bottled beer.

As discussed in Chapter Two, shippers made a series of

investments in technology, science, and transportation

that contributed to more efficient bottled beer produc-

tion and distribution. They also worked to change legal

arrangements that impeded their attempts to bottle beer.

The most prominent example concerned taxation. The

federal government first imposed excise taxes on beer in

1862 to help fund its Civil War expenditures. At this

time, practically all beer was sold through kegs; there

was no bottled production. Consequently, the tax law

was written specifically for keg beer, and it specified

that a tax stamp had to be placed on the beer barrel after

production to indicate payment of the excise.  

In the 1870s and 1880s, as the leading shippers began to

produce more and more bottled beer, these regulations

forced brewers to keg the beer, pay the appropriate

Table 3.6. Heilman keg and bottled beer cost data, 1902.

Source. Heileman Annual Report, 1902.

*The Total Cost/Bl for Keg Beer also includes $1.00 for 

federal tax; this amount is included for bottled beer in the

Cost brewing/Bl.

Keg beer Bottled beer

Cost Brewing/Barrel $2.26 $12.54

Cost Selling/Barrel $1.80 $3.31

General Expenses/

Barrel
$0.97 $1.79

Total Cost/Barrel $6.03* $17.64

Average Selling

Price/Barrel
$6.55 $20.80

Profit/Barrel $0.52 $3.17

Keg Profit

Rate Per

Barrel

Bottled Beer

Profit Rate Per

Barrel

Bottled Profit

Rate/Keg

Profit Rate

Heileman

(1902)
$0.52 $3.17 610%

Pabst 

(1904)
$0.39 $3.53 905%

Table 3.7. Heilman and Pabst per barrel profit rates, 1902

and 1904.

Source. Heileman Annual Report, 1902; Cochran, T. (1948)

Pabst Brewing Company: The History of an American

Business. New York: New York University Press.
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taxes, and then transfer the beer to bottles. Captain

Pabst, president of the Pabst brewery, set out to change

this system. In 1889, two Pabst employees, head brew-

er J. Theurer, and mechanical engineer Richard

Birkholz ‘invented a pipe line and bottling system that

would guarantee the government against loss or fraud,

and would greatly improve the mechanics of bottling’.53

Captain Pabst went before Congress in 1890 and rec-

ommended that this pipe line system would ensure the

government of its revenue, while enabling breweries to

bottle beer much more efficiently. On 8 June 1890,

Congress agreed and modified the Internal Revenue

Act.  

While the standard story treats this as an example of

government inhibiting the natural working of the mar-

ket, I see here an example of the steps entrepreneurial

firms take in reconfiguring their market. Captain Pabst

realized that he could greatly increase his profits

through a more direct bottling procedure, and he set

about to change the law that prevented such operations.

In 1890, the year Pabst lobbied to change the tax law,

Pabst earned approximately equal profit rates on its

draught and bottled beer, $2.23/bl of keg beer vs.

$2.21/bl of bottled beer. Presaging future developments,

bottled beer yielded a much greater rate of return in

1891: $2.37/bl for bottled beer vs. $1.38/bl for keg beer.

Paralleling these efforts, breweries also set about to

shape consumer demand. Led by the national shippers,

breweries developed extensive advertising and market-

ing campaigns. From 1897 to 1914, Pabst spent

$3,764,000 on advertising, much of it to promote its

bottled beer. This averages to $209,111 on advertising

per year; for perspective, Coca-Cola spent $102,000 on

advertising in 1902, a level that it is estimated placed it

in the top 30 advertisers.54

These advertising campaigns promoted bottled beer

sales and helped contribute to broader efforts concern-

ing branding.55 One series of Anheuser-Busch print

advertisements showed the product in wholesome fami-

ly settings - even mother is holding a bottle of

Budweiser.56 Another group of ads made the case more

explicitly, in text that proclaimed the purity and whole-

someness of Budweiser.

Other breweries made similar appeals. In an early Blatz

ad, a well-dressed group of people are sitting in a fine

restaurant enjoying bottled Blatz. A Pabst ad from this

period shows two bottles of Pabst beer, corked and look-

ing much like Champagne, next to a platter of oysters.57

In a masterful complement to its advertising campaigns,

Pabst in 1882 began to tie a piece of blue ribbon around

the neck of each bottle of beer. This was the birth of the

very successful brand known as Pabst Blue Ribbon. By

1892, ‘the company was buying over 300,000 yards of

silk annually to tie by hand around the necks of the slop-

ing-shouldered, white bottles’.58 Cochran is correct

when he notes that ‘with Pabst’s Blue Ribbon, bottled

beer had arrived’.

Heileman’s advertisements used German heritage as a

motif. In 1902, Heileman changed the name of its

premier brand from Golden Leaf Beer to Old Style

Lager. Old Style meant Old World, Old World meant

German, and German meant quality.59 A turn-of-the-

century label stated that Heileman didn’t ‘aim to make

the most beer, only the best’.60

Thus, shippers promoted bottled beer through innovative

measures in production, distribution, and advertising.

They contributed to developments in biochemistry

(through pasteurization) and technology that allowed

bottled beer to be transported greater and greater dis-

tances. They lobbied to change the tax code that had

unnecessarily encumbered bottled beer. They spent

large sums of money to promote bottled beer, hoping to

convince consumers that its higher cost was well worth

it. They highlighted the greater flexibility of bottled

beer, emphasizing in particular how it could be enjoyed

at home or in more respectable venues such as restau-

rants and nightclubs. All of these steps are best viewed

as pieces of a comprehensive strategic policy to improve

bottled beer sales.

The next step is to examine how effective these efforts

were. By traditional criteria, they do not appear to have

accomplished much: bottled beer sales remained a small

percentage of total pre-Prohibition production, never

exceeding about 15% of industry output. It is likely,

however, that this share probably rose during the 1900s

and 1910s, though by exactly how much is uncertain.

Despite the limited success of bottled beer during the

pre-Prohibition period, the shippers’ efforts were not in 

vain. From 1901 to 1905 Pabst’s bottled beer sales rose

by 50%, even while its total production fell slightly 
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from 898,000 to 875,000 barrels.61 Bottled beer

accounted for at least half of Pabst’s profits from 1904

to 1915: while volume was important, profits were a

better gauge of how effective bottled beer was for the

shippers.62 In 1911, Anheuser-Busch bottled 34% of its

output. While a significant level of bottling, even more

important were the great profits generated by the high-

er-priced bottled beer.63

Heileman, a regional shipper, was also successful in

increasing demand for its bottled beers (see Table 3.8).

In eleven years, its total output grew over 300%. These

data indicate that even at modest production levels of

30,000 barrels, Heileman was bottling nearly one-fifth

of its output. As its total production during the 1900s

steadily increased, so too did its proportion of bottled to

keg beer rise: by 1909, bottled beer accounted for near-

ly 50% of its production. A company report claims that

Heileman had become the country’s largest shipper of

bottled beer by 1917, a remarkable achievement for a

brewery whose total output never exceeded 10% of the

industry’s leading firms.64

We stated above that the share of bottled beer was prob-

ably increasing in the years leading up to Prohibition.

Much of this was driven by shippers such as Pabst,

Anheuser-Busch, and Heileman. However, there was

also a growing trend for more regional shippers. One

indication of this development was the increase in the

number of firms that took advantage of the change in tax

laws allowing breweries to link their storage cellars to

bottling houses through pipelines. We can presume that

the only breweries going to the expense and effort of

installing pipelines were those looking to increase their

sales of bottled beer.

While the number of breweries that made the change

represented a minority of all breweries, this number

doubled in the six years from 1911-1917 (see Table 3.9).

We must now evaluate the consequences of this concen-

trated effort to promote bottled beer: Did consumers

benefit from a higher quality, if more costly, product?

Year

Total

Production

(Bls)

Keg (Bls)
Bottled

(Bls)

% of beer

bottled

1900 30,601 25,484 5,117 16.7%

1901 34,864 28,230 6,634 19.0%

1902 37,462 28,262 9,200 24.6%

1903 38,057 27,781 10,276 27.0%

1904 43,933 29,831 14,082 32.1%

1905 52,833 35,245 17,588 33.3%

1906 63,989 41,632 22,537 34.9%

1907 69,490 44,806 24,684 35.5%

1908 76,736 46,370 30,366 39.6%

1909 92,841 47,795 45,046 48.5%

1910 98,165 53,909 44,256 45.1%

1911 102,201 59,152 43,049 42.1%

Table 3.8. Heilman beer production, 1900-1911

Source. Heileman Annual Reports, 1902,1911.

Table 3.9. Breweries using pipelines to bottling houses, 1911

to 1917.

Source. Brewers Almanac, 1956, 90; US Treasury Department

Annual Report, 1911-1917.

Year Total US

Breweries

Breweries with

Pipelines

% of Breweries

with Pipelines

1911 1,524 223 15%

1912 1,506 226 15%

1913 1,462 296 20%

1914 1,392 n.a. -

1915 1,345 362 27%

1916 1,313 374 28%

1917 1,247 367 29%
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Section 3.4A: The arrival of pasteurization

Shipping breweries needed a product with a long shelf

life. This need went unmet until the introduction of pas-

teurization, which Plavchan calls ‘the most important

contribution to practical brewing’ in modern times. Yet,

in its discussion of pasteurization, the orthodox narra-

tive has not examined the effects this process had on the

product and, by extension, the consumer.

There are several ways to pasteurize bottled beer, but

the most common during the late 19th century was to

place bottled beers on a type of conveyor belt and run

them through the pasteurizer, a mechanism that would

heat the bottles to a temperature of 140oF, for about 20

minutes.65 Today, this process is called tunnel pasteur-

ization.66 Another technique - flash pasteurization - consists

of passing beer through two heat exchangers. Beer is

pumped through the first exchange and heated very

quickly to 160oF. Since this temperature is much higher

than that used in tunnel pasteurization, the beer needs to

heated for a much shorter time, approximately 20 sec-

onds, before passing into the second exchange where it

is cooled.67

By killing all active fermentables, this process stabilizes

the beer and extends its shelf life. Yet, these results

come at a heavy price. Brewing chemists and brewers

alike agree that all methods of pasteurization affect the

flavor and nature of beer:

Pasteurization damages beer by greatly accelerating 

oxidation. Obviously, the degree of damage depends on both

the time and temperature of the pasteurization cycle and the

on the oxidation potential of the beer itself. Beer oxidizes in

the bottle because of oxygen dissolved in the finished beer

(mostly during filling) and because oxidized tannins and

melanoidins that are created by hot-side wort aeration.

Clearly, the lower the dissolved oxygen in the bottle and the

better the hot wort was handled, the less pasteurization will

damage it. Nonetheless, pasteurization always does some

damage ... Flash pasteurization is less damaging, in terms of

oxidation, than an equivalent degree of tunnel 

pasteurization.68

The very nature of the pasteurization process damages

beer, and the tunnel technique used prior to Prohibition

for bottled beer was especially harmful. As noted in the

discussion at the beginning of Chapter Two, beer is a

fragile product, one that is usually best served fresh.

The very act of changing the nature of the product for

commercial goals leads to an inferior product. The

question of course is how much flavor will breweries

be willing to trade-off for pasteurization’s greater con-

venience?

The standard story focuses on innovations in science

and technology which made pasteurization possible, but

it ignores the effect on beer. Typical is Elzinga’s sum-

mary: 

Pasteurization, a process originally devised to preserve 

wine and beer, was adopted during this period. This 

meant that beer did not have to be kept cold, could be 

shipped into hot areas, and could be stored for a longer 

period of time with refermenting. Once the stability of 

beer was secured through pasteurization, the way was 

opened for wide-scale bottling and off-premise consumption

of beer.69

For Elzinga, beer is a neutral substance, which can and

should be heated, cooled, filtered, and pasteurized if

these steps will improve its shelf-life or transportability.

The commercial convenience of shipping breweries

reign supreme in this view. McGahan does consider

briefly the effects of this procedure. She writes that

‘pasteurization (which was not applied to draught beer)

slightly damaged the taste of the bottled lager, leading

brewers to hesitate to distribute it for fear of hurting

their reputations’.70 She claims that the leading ship-

pers, aware that pasteurization might compromise the

flavor of their beer, viewed this new process with some

ambivalence..  

In fact, it was these very firms that introduced pasteur-

ization. A 7 July 1892 Anheuser-Busch advertisement

states in bold letters that it was the first brewery to

introduce ‘PASTEURIZED BOTTLED BEER IN

AMERICA’.71 Clearly, it was anything but discreet

about its pioneering use of pasteurization. Pabst and the

other national shippers quickly followed Anheuser-

Busch’s lead, and by the 1890s they too were pasteuriz-

ing their bottled beer.

McGahan’s ‘slightly damaged’ taste seems a remarkable

understatement when compared with the assertions of

most writers on the subject of beer quality. Roger Protz

of the British consumer movement Campaign for Real
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Ale (CAMRA) goes so far as to say that pasteurization

ruins the flavor of beer.72 Several large international

breweries, like Coors in the US and Grolsch in Holland

have never pasteurized their beer. Protz quotes the head

brewer of Brand, another Dutch firm, as saying that

‘pasteurization is for the cow shed, not the brew

house’.73 Protz, along with the majority of contempo-

rary beer experts, is a vocal advocate for fresh, unpas-

teurized draught beer.74

Brewing chemists have also written about the deleteri-

ous effects of pasteurization. In 1945 and 1950, the

British-based Journal of the Institute of Brewing pub-

lished review articles on pasteurization. Even at these

relatively late dates, the authors discuss many problems

that plagued pasteurized beer. Cosbie states, ‘The

increasing use of pasteurization is to be regretted’, as ‘it

is difficult to believe beer, qua beer, is improved by this

process’.75 Pasteurization, Cosbie notes, is designed to

ensure beer stability and shelf life, and it realizes these

ends at the expense of intrinsic product characteristics.

Mendlik notes that some of the problems associated

with pasteurization can be tempered if brewers modify

their brewing process to better withstand the debilitating

effects of pasteurization.76 Implicit in both of these arti-

cles is the fact that if technical problems persisted into

the 1950s, then the effects of pasteurization on beer dur-

ing the years of this study were even greater.  

This presumption is borne out, interestingly enough, in

a story relating to Anheuser-Busch. Several years after

its pioneering use of pasteurization, it introduced a pre-

mium brand of beer, Michelob. In contrast to its

Budweiser brand, which was America’s best-selling bot-

tled beer, Michelob was served only on draught: ‘The

nature of Michelob was such that it could not be bottled

because pasteurization would work to the disadvantage

of its elusive fragrance and taste’.77 That is, Anheuser-

Busch knew in 1896 that pasteurization altered and low-

ered the quality of beer. It did not begin pasteurizing and

bottling Michelob until 1961.78

Pasteurization’s provision of greater shelf-life necessi-

tated a tradeoff of freshness, flavor, fullness of palate,

and head retention.79 Thus, it is not surprising that most

consumers continued to prefer locally produced, unpas-

teurized, draught beer.80 By seeking to increase their

bottled beer sales, shippers were willing to sacrifice

beer quality for high profit rates.  

Having examined how beer was sold in the pre-

Prohibition market, we turn next to the changes in beer

itself that took place during these years. Were these

moves, as the standard story asserts, passive responses

by breweries to exogenous consumer demand? We

examine first the rise of lager beer, and then consider

changes in how beer was brewed.

Section 3.5: The ascendancy of lager beer

In Chapter Two we showed that lager quickly supplant-

ed ale as the beer of choice in America: by 1900, lager

accounted for approximately 90% of industry output.

The prevailing story holds that breweries switched to

lager because German-American consumers demanded

it over ale. Cochran’s demographic argument attributes

lager’s popularity and the tremendous increases in per

capita consumption detailed in Table 2.1 to the large

19th century influx of German immigrants who demand-

ed the beer they had been drinking in Germany. Thus,

German immigrants provided a direct link between the

change in product and rising per capita consumption

levels. In this view, breweries passively responded to

changing consumers and consumer preferences by

replacing ale with lager beer.

But, is this picture complete? A closer review of the data

calls this into question. During this period there were

other important beer-drinking immigrant groups, most

notably those from England and Ireland. Consumers in

these countries continued to drink only ales and stouts

throughout this period, so we would expect that immi-

grants from these lands would favor ales just as

German-Americans preferred lager.

Table 3.10 details the Irish, English, and German

immigrant populations in 1870 for the 22 largest cities;

all but three of them (New Orleans, San Francisco, and

Louisville) are in the twelve most important beer-pro-

ducing and beer-consuming states.  

German immigrants dominated in several cities which

came to support substantial brewing centers, notably

Milwaukee, St. Louis, and Cincinnati. Overall, however,

Anglo and Irish immigrants outnumbered German-

Americans by 37% in these top 22 cities combined.81 If

the key factor was the immigrant’s old world beer culture,

why didn’t they demand their traditional ales and stouts?
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Total population Irish English Irish + England Germans (Irish+English) /

Germans

NYC 942,292 202,000 24,408 226,408 151,203 1.50

Philadelphia 674,022 96,698 22,034 118,732 50,746 2.34

Brooklyn 376,099 73,985 18,832 92,817 36,769 2.52

St. Louis 310,864 32,239 5,366 37,605 59,040 0.64

Chicago 298,977 40,000 10,026 50,026 52,316 0.96

Baltimore 267,354 15,223 2,138 17,361 35,276 0.49

Boston 250,526 56,900 6,000 62,900 5,606 11.22

Cincinnati 216,239 18,624 3,524 22,148 49,446 0.45

New Orleans 191,418 14,693 2,005 19,698 15,224 1.10

San Francisco 149,473 25,864 5,166 31,030 13,602 2.28

Buffalo 117,714 11,264 3,558 14,822 22,8220.67 0.67

Washington DC 109,200 6,948 1,231 8,179 4,131 1.98

Newark 105,059 12,481 4,040 16,521 15,873 1.04

Louisville 100,753 7,626 930 8,556 14,380 0.59

Cleveland 92,829 9,964 4,530 14,494 15,855 0.91

Pittsburgh 86,076 13,119 2,838 15,957 8,703 1.83

Jersey City 82,546 17,665 4,005 21,670 7,151 3.03

Detroit 79,577 6,970 3,282 10,252 12,647 0.81

Milwaukee 71,440 3,784 1,395 5,179 22,600 0.23

Albany 69,422 13,276 1,572 14,848 5,168 2.87

Providence 68,904 12,085 2,426 14,511 596 24.35

Rochester 62,386 6,078 2,530 8,608 7,730 1.11

Total 697,486 131,836 829,322 606,311 1.37

Table 3.10. Urban immigrants, 1870.

Source. Dinnerstein, L. and Reimers, D. (1988) Ethnic Americans: A History of Immigration. New York: HarperCollins. p.28.
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Second, an examination of per capita consumption data

shows that Germany did not have the highest per capita

beer drinking levels.

In fact, German per capita consumption levels trailed

those in Belgium and the United Kingdom (Table 3.11).  

Despite the German immigrants, the US never

approached Great Britain’s levels of per capita beer con-

sumption (Table 3.12). This challenges the assumption

that large numbers of Germans were necessary for the rapid

rise in US per capita consumption, as well as the broad-

er assumption that consumers were responsible for the

replacement of ale by lager. If breweries had passively

responded to the market, they would have capitalized on

the opportunity to meet this demand for ales and stouts.

I argue that the move from ale to lager was not a natu-

ral, consumer-led process, but was instead driven by the

producers. German-Americans owned most America’s

breweries during this period, and they shared a common

interest in brewing lager. In general, German-

Americans were highly skilled and highly educated, and

so were better positioned to set up new breweries than

many Anglo-Irish immigrants.82 These new owners (and

their head brewers) trained or apprenticed in Germany

in a lager brewery, or they enrolled in one of the brew-

ing schools that Germans had established in America.83

German-Americans were both producers and consumers

of beer, while the poorer, lower skilled, Anglo and Irish

immigrants were only consumers, not producers. 

Lager was a more predictable and stable product than

ale, and better withstood the rigors of bottling, shipping,

and storage.84 Pasteur himself, in accounting for the

tremendous successes of lager beer in late 19th century

continental Europe, concluded that the brewing industry

required ‘more stability and uniformity, both in produc-

tion and the sale of its good’ than ale afforded.85 He

recognized that breweries valued lager’s commercial

attributes despite its greater production difficulties.

Local and shipping breweries helped transform the

American beer market from ale to lager. However, there

were key differences between these two types of brew-

eries. Local breweries produced unpasteurized draught

lager, while the shippers were seeking to promote a uni-

form, standardized lager, one capable of being shipped

and stored for long periods of time.

The next step is to consider one of the fundamental

assertions of the prevailing narrative, that the shippers

made a higher-quality beer.

Per Capita Beer Consumption

(Gallons)

Belgium 49

United Kingdom 27

Germany 24

United States 17

Table 3.11. Comparative per capita beer consumption, 1905-

1909.

Source. United States Brewers Association Year Book (1911)

p.129.

Table 3.12. Comparative per capita consumption data, 1830-

1910.

Source. Brewers Almanac (1956); Gourvish, T.R. and Wilson.

R.G. (1994) The British Brewing Industry: 1830-1980.

Cambridge: Cambridge University Press.

Year United

Kingdom

(gallons)

United States

(gallons)

US 

consumption as

a % of UK

consumption

1830 40.4 1.0 2.5%

1840 47.4 1.0 2.1%

1850 33.9 1.0 3.0%

1860 39.2 1.0 2.6%

1870 42.4 5.3 12.5%

1875 49.1 6.6 13.4%

1880 45.6 8.2 18.0%

1885 39.0 10.5 26.9%

1890 40.7 13.6 33.4%

1895 39.4 15.0 38.1%

1900 41.6 16.0 38.5%

1905 36.2 18.3 50.6%

1910 33.3 20.0 60.1%

1915 34.5 18.7 54.3%
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Section 3.6: The changing nature of beer

In the standard story, the local breweries had, as it were,

captive consumers, who had to make do with an inferi-

or product. The shippers, Cochran maintains, charged

higher prices because ‘they offered a higher quality

product’. Chandler makes the same statement: the rise

of modern business enterprises such as the national

breweries can be attributed to their ability to offer ‘high

quality at low prices’.86 Another echo is found in

McGahan: ‘The larger shipping brewers produced better

beer less expensively (before transportation costs) than

local draft producers’.87 These authors equate the ship-

ping brewers with quality and value, arguing in essence

that what was good for Pabst and Anheuser-Busch was

good for the consumer. This interpretation raises two

questions: How can beer quality be measured or evalu-

ated, and, using these criteria, did the shippers make

better beer? Though many factors affect beer quality,

three pre-Prohibition developments were of crucial

importance: changes in the types of raw materials used

in brewing, the amount and mix of raw materials used

per barrel of beer, and the length of time the beer was

lagered.

According to Cochran: ‘Careful selection of the finest

materials and the adoption of the newest brewing

processes made Pabst beer generally superior to that

produced by some two thousand smaller brewers’.88 To

evaluate such an assertion, we need to look at what

those materials were. I wish to show that the leading

shippers used inferior barley, low grade hops and hops

extract, and cheap adjuncts such as corn and rice. There

is no evidence that the shippers used higher-quality

inputs than local breweries; in fact, one can argue that

some local breweries brewed more consistently with

traditional and arguably better inputs.

The issue of what constitutes ‘quality’ in brewing inputs

is highly contentious, but a few general statements can

be made. First, of the two types of barley, six-row and

two-row, it is generally accepted that six-row barley

yields a sharper, husky flavor.89 According to Protz, 

The particular type of six-row barley that grows in the United

States is rich in enzymes and allowed brewers to use large

amounts of unmalted cereals, such as rice and corn, in their

beers to cheapen production costs. The result has been the rise

of bland ... uninteresting interpretations of ... lager.90

Second, turn-of-the-century American hops are not

believed to have been of the highest quality. Jackson

notes that ‘many Europeans are often critical of

American hops’,91 and Fix, in his work on pre-

Prohibition American beers, contrasts noble European

hops with cruder American hops.92 Indeed, Anheuser-

Busch has historically touted its use of ‘the finest

imported hops’.93

Third, though adjuncts have a long history in beermak-

ing, this does not imply that their use has always been

beneficial or desirable. Brewing experts argue that

though ‘rice provides simple sugars for conversion

during fermentation, it lends nothing in the way of

flavor to the finished beer’.94 Renner states that rice is

a ‘flavor/body diluent’.95 Fix and Renner, while critical

of the use of rice, defend the use of a small amount of

corn in pre-Prohibition beer. Other commentators are

critical of both rice and corn, claiming they are used

only to lower production costs and to lighten the flavor

and color of the beer.96

Cochran notes that Pabst used six-row barley, and he

defends this usage, claiming that it yielded higher-

quality beer. However, Frederick Bock, Pabst’s head-

brewer from 1902 to about 1915,97 states openly that

he preferred two-row barley. In a 1911/12 article in

Letters on Brewing, he argued that ‘it will be absolutely

in the interest of the American brewing industry to

encourage the raising of pedigreed two-rowed barley in

preference to the six-rowed barley in this country’.98

Pabst did not follow Bock’s recommendation, and it

appears that one key reason was the higher cost of two-

row barley.99

Archival data for Blatz show that it did not brew exten-

sively with high-grade hops. For example, ledger

accounts show that in April 1891 Blatz spent nearly

$29,000 on hops. Of this amount, $2,100 was spent on

imported, premium Bavarian Saaz hops, $14,800 on

domestic hops, and $12,100 on hops extract.100 Like

Anheuser-Busch, Blatz and the other shippers pro-

claimed the superior quality of imported hops in their

advertising while using mostly American hops and

hops extract.101 Anheuser-Busch advertised that its

‘premium’ Michelob brand contained only imported

hops, which gave it ‘a flavor that captivated people

capable of judging an unusual beer’.102 From such a

statement itself, an astute consumer could conclude
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that the American hops in the company’s other beers

were inferior.

Finally, the national shippers willingly substituted cheap

adjuncts such as corn and rice for malted barley.103

While some local breweries followed suit, many did not.

George Ehert, a large local New York City brewer

shunned adjuncts and emphasized the importance of

quality inputs. He used only malted barley and hops in

his famous and quite popular beer.104

Pabst brewed all malt beers until 1877 when it made the

rather modest compromise of brewing at a ratio of 16/17

malt, 1/17 rice. It switched to corn as the cereal adjunct

in 1878, but did not alter the ratio. Beginning in 1879,

however, Pabst began to increase its use of adjuncts,

raising its ratio of corn to malt from 1/17 to 1/11. By

1893, the beer was two-thirds malted barley, one-third

corn.105 This was a rise from less than 6% of the fer-

mentable base to 33%.

Blatz and Anheuser-Busch were also brewing with

adjuncts by the 1880s. In advertisements in the 1890s,

Anheuser-Busch sought to set itself apart by its disdain

for one type of adjunct: ‘Of materials we use only the

most excellent, regardless of cost. Corn, the one

important substitute, which, on account of its cheap-

ness, has been extensively adopted, never enters our

brewery’.106

Krebs and Orthwein, in their company-sponsored histo-

ry, note that Anheuser-Busch’s motto was ‘Not how

cheap but how good’. They summarize the development

in the 1870s of Budweiser, Anheuser-Busch’s most suc-

cessful brand, and indeed the most successful in the

world.

It was to be brewed from premium-priced ingredients.

The barley was to be carefully graded and the smaller 

grains discarded because their ratio of husk to 

carbohydrate and protein was too great. Since 

American barley contains more protein in proportion 

to carbohydrates than European barleys, the 

supplemental carbohydrates would come from 

costly brewers’ rice, not corn grits. The choice of 

rice over corn was a fateful one. Rice contains much 

less oil than grits and that little oil is so bland as to 

make rancidity no problem. Moreover, brewers’ rice 

contributes to the quality of the beer’s foam, its brilliance 

and its stability. Through the years, brewers’ rice has been

considerably more costly than brewers’ corn grits.107

This passage is revealing on two accounts. First, it

asserts that Budweiser only used ‘premium’ ingredients,

yet it does not detail the types or proportions of barley

and hops that were used. Second, by trumpeting the

value of rice over corn, it seeks to move the debate from

all malt vs. adjunct to adjunct vs. adjunct. Moreover,

most beer experts regard rice as the most inferior

adjunct. 

The ratio of adjuncts used by Pabst and the other ship-

pers in their popular brands greatly exceeds what most

beer experts take to be the maximum that may be used

without impairing the flavor, color, and body of beer. As

Protz argues, if rice and corn are to be used (and he

argues strongly against them) then they must be used

sparingly.108

Krebs and Orthwein make mention of the fact that

Michelob was an all-malt beer: ‘the barley malt was

very carefully chosen for its protein-to-carbohydrate

ratio so that it was not necessary to add a supplemental

carbohydrate such as rice’.109 Pabst too viewed its turn-

of-the century all-malt beer Doppel Brau as a premium

product, but did not promote it very aggressively.110 The

all-malt beers were more expensive to produce, and the

shippers preferred to concentrate their energies on pop-

ular brands such as Pabst Blue Ribbon and Budweiser,

which made extensive use of cheap adjuncts.

Just as the quality of the input affects the character of

the beer, so too does the proportion of raw materials:

using high-grade hops will not offset a brewery’s deci-

sion to economize on its overall use of hops. Cochran

was aware of the importance of this issue, writing that

‘the question confronting brewmasters was how much

[corn and rice] could be used without substantially less-

ening the fine flavor produced by the barley malt’.111

How, then, did breweries change their input proportions

during these years?

Table 3.13 details 20th century trends in raw materials

usage. Unfortunately, there are few pre-Prohibition data

points.
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Year Malt Corn Rice Hops 

1900 n.a. 12.0 n.a. 1.0

1915 35.8 10.1 2.8 0.65

1917 45.6 10.9 2.1 0.68

1934 38.1 6.8 2.7 0.7

1940 35.7 8.0 3.4 0.58

1950 30.5 9.6 3.6 0.43

1960 28.5 11.2 3.7 0.33

1970 27.6 10.8 3.8 0.23

1980 26.7 8.0 4.3 0.22

Table 3.13. Pounds of raw materials per barrel of beer, 1900-

1991

Source. Brewers Almanac, 1956; Brewers Almanac, 1985;

Census of Manufactures, 1900.

These data clearly show that the use of beer’s funda-

mental ingredients, malt and hops, has fallen throughout

the century. By the 1980s, hops rates were only one-fifth

of the level in 1900; malt usage was about two-thirds of

the level in the 1910s. However, it must be pointed out

that national data can obscure firm-specific trends, and

that a few breweries continued to produce highly

hopped, malty beers.

But the overriding trend toward lower amounts of malt

and hops coincides with the general though gradual

trend of national shippers replacing local breweries.

Brewing historians George Fix and Jeff Renner have

published pre-Prohibition recipes from local breweries

which called for 60-75 pounds of malt and 1-1.5 pounds

of hops per barrel of beer. These findings indicate that

many local breweries, despite the assertions of the

orthodox narrative, made very well balanced, full-

flavored, quality beers. Perhaps the shippers did so as

well, but evidence suggests that they were progressive-

ly lowering their use of key brewing inputs.

One of the key differences between lager and ale is that

lager requires a longer time to reach its flavor potential.

Lisheron states that pre-Prohibition recipes for full-fla-

vored, high-quality American pilsners called for five to

eight weeks of lagering,112 which raises the question of

whether there was a tradeoff of quality for efficiency?

Many local breweries, it appears, continued to opt for

quality, and in the pre-Prohibition market they were

rewarded for their commitment.

Section 3.6a: The role of the government in 

regulating changes in beer

As the shipping breweries were modifying their beer,

a potential threat came from the government. On 30

June 1906, President Theodore Roosevelt signed into

law the Pure Food and Drug Act, which was intended to

‘prevent the manufacture, sale, or transportation of

adulterated or misbranded or poisonous or deleterious

foods, drugs, medicines, and liquors’.

This broadly worded legislation left much room for inter-

pretation, and the group assigned to interpret its meaning

for the brewing industry was a committee headed by Dr

Harvey Wiley, head of the Department of Agriculture’s

Bureau of Chemistry. Under his direction, a Joint

Committee on Food Standards came up with criteria that

American beers would have to meet. This group considered

a wide range of topics, including which ingredients brew-

ers could use and how long lager beer should be stored.

Wiley’s work drew attention not only for the con-

tentious topics he proposed to review, but for his par-

ticular view on the role of this new legislation. The

motivating force for many in government was to ensure

the elimination of dangerous additives or unhealthy

production practices, goals that industries could not

publicly oppose. Wiley, however, had a more ambitious

agenda. A biographer notes that his

principal objection of much adulteration...was that it 

injured not so much the health of the consumer as his 

pocketbook. Glucose, for example, was mixed extensively

with honey. Though wholesome enough, it was cheaper 

than the natural product of the bee. To add it without 

notice was to defraud the consumer and to take unfair 

advantage of the honest producer.113

These views had serious implications for the brewing

industry. Corn and rice were not harmful additives, but

they were cheap adjuncts. Was Wiley going to argue that

their use ‘defrauded the consumer’ and took advantage

of local breweries who eschewed adjuncts?  

Shippers were not encouraged by Wiley’s initial steps.

The Joint Committee on Food Standards proposed to

discriminate between all-malt beer and beer brewed

from adjuncts. The reaction of the industry was as furi-

ous as this passage from a trade journal indicates: 
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To restrict American beers to the all-malt type and require

that beers made otherwise be called something else, or

labeled ‘imitation’ is not only evil - it is unprogressive and 

un-American. The Board of Food and Drug Inspection has a

chance to do justice to all brewers by refusing to do an 

injustice to a majority of them.114

What has gone largely unnoticed is that this legislation

applied only to interstate commerce and exports - that

is, to the shipping breweries. In the locally oriented

pre-Prohibition market, the vast majority of the indus-

try would be exempt from the law. It is a testimony to

the organizational abilities of the shippers that they

were able to marshal many important forces in the

brewing industry in their assault on Wiley and his

committee.

The Department of Agriculture backed down from its

most ambitious proposals after much lobbying by a

coalition of the leading shippers, the United States

Brewers Association, and several technical institutes.

The committee decided not to differentiate between all

malt and adjunct beers: as all the leading shippers were

using adjuncts in their beers by the 1900s, this was a

huge victory. As noted above, Wiley took a broad view

of adulteration, and he had an important precedent on

his side. For centuries, German breweries had operated

in accordance with the Reinheitsgebot, the Bavarian

pure-beer law of 1516. This legislation specified that

brewers could use only malted grain, hops, yeast, and

water in brewing beer.115 Most of the American brew-

ers were trained either in Germany or in German-

founded beer institutes in America, and would have

been familiar with this legislation. Local brewers,

brewing draught beer for local consumers, continued to

honor the spirit if not the letter of the Reinheitsgebot,

and many of them had hoped for legislation that would

recognize the quality of their more traditional beer.

Wiley bent to industry pressure, however, and choose

not to implement a similar purity law regulating ingre-

dient usage.

The committee also considered the issue of lagering

time. It set forth the proposal that ‘Lager beer, stored

beer, is beer which has been stored in casks for a period

of at least three months’.116 Members of the Hantke

brewing school complained that ‘This time for storage is

excessive and few European and American beer are

stored for this length of time’.117

In retrospect, it can be seen that the committee was too

ambitious: if it had specified a lagering time of four to

eight weeks, the shippers and their allies might have still

complained, but they would have been unable to argue

that the requirements were excessive. The committee

drew such criticism for what was perhaps an unreason-

able requirement that it ended up not legislating at all on

lagering time. As a result, mass-produced American

beers are insufficiently lagered; most are now  produced

in 15 to 18 days.118 A British chemist, writing about

post-Prohibition mass market American beers, argues

‘In the United States, higher temperatures are used, both

during fermentation and storage, to speed up produc-

tion, but in Europe, such methods are considered

detrimental to the final flavor of the lager’.119 The fed-

eral government had the opportunity to legislate longer

lagering periods, and thus better quality, but it declined

to do so in the pre-Prohibition market. It has never again

taken up the issue.

Just as firms and industries do not take consumer pref-

erences as givens, neither do they passively react to

government legislation and regulation. The shipping

brewers actively led the fight against government reg-

ulations that directly affected interstate sales, and they

sought to use government legislation to further their

own goals and aims. While not always successful in

these efforts, they were certainly able to mold the 1906

Food and Drug Act.

Section 3.7: Quality, standardization and the 

consumer

The standard story makes the consumer the underlying

agent of change in the brewing industry. Exogenous

consumer preferences led inexorably to a new industry

structure dominated by breweries best-suited to produce

the new style of beer that was now in demand. In this

picture, firms passively respond to consumers, and the

market responds with efficiently produced, high-quality

beer.

Yet, no attempt is made to explain why, for example,

German-American beer drinkers changed their taste for

all-malt beer brewed according to the Reinheitsgebot to

the adulterated beer produced by the national shippers.

In addition, no effort is made to explain why the sizable

population of immigrants from the United Kingdom did
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not continue to demand the ales and stouts that dominat-

ed their homeland.  

The orthodox narrative, consistent with Row One inter-

pretations, presumes that changes in market structure

and in the product are natural, efficient, and beneficial

responses to new consumer demands. The new market

structure must be more efficient than its predecessor, or

there would not have been any reason for change. The

new beer supplied by the shippers must be a better prod-

uct, or consumers would not buy it.

I propose an alternative interpretation, one which high-

lights the steps firms take to shape their social and

economic environment. In the pre-Prohibition market

two groups of breweries jockeyed for control, local

firms and shippers. They had different motivations and

goals.

Local breweries took full advantage of a legal system

that allowed them to purchase or indirectly control

saloons, the dominant retail outlet of the day. By gain-

ing control over these most important retail outlets,

local breweries checked the ability of their rivals to

expand. But, were consumers disadvantaged through

this process which curbed competition? While the num-

ber of beers some consumers had access to was limited,

they benefited from locally-produced beer that was

high-quality, fresh, unpasteurized, and inexpensive.

Here was an instance of a group of firms acting in their

own self-interest - to limit outside competition by

monopolizing retail outlets - that did not harm the con-

sumers.

The shippers, too, sought to shape their economic and

social environment. Initially concentrating on draught

production, they saw tremendous increases in output

from the 1870s to the 1890s. A number of factors con-

tributed to these achievements, including significant

investments on plant and equipment, and aggressive

advertising, marketing, and distribution strategies.

However, as local breweries extended their control

over saloons, shippers saw their draught sales begin to

stagnate. To counter the growing successes of local

breweries in the saloon-based draught market, shippers

began to emphasize packaged beer which could be con-

sumed at home, or in other retail establishments.

In this light, bottled beer appears, not as a response to

exogenous consumer demand, but as a result of ship-

pers’ trying to construct an alternative to the increas-

ingly competitive draught beer market. Shippers had

several strong reasons for seeking to promote bottled

beer, yet it was more expensive than draught beer, and

certainly not of higher quality. Consumers did not nec-

essarily profit from efforts to expand sales of bottled

beer. 

Shippers also began to modify the product itself.

Beginning in the 1870s, they moved away from all-malt

beer to beer brewed with increasing amounts of adjuncts

such as rice and corn. With the money they saved by

economizing on raw materials, they invested in exten-

sive and costly marketing and advertising campaigns. 

Through these campaigns, they sought to differentiate

their beers, not on the basis of inherent product attrib-

utes, but through constructed images. This claim builds

on the work of Casson, who criticizes the neoclassical

view of rational consumers who ‘cannot be misled by

branding’ and who ‘will only buy branded products

(particularly for a second time) only if it is in their inter-

ests to do so’.120 Arguing that ‘advertisers derive their

professional expertise not from economic models but

from psychological theories of cognition and motiva-

tion’, Casson supports the view that branding and

advertising have long been important strategies for

manufacturers.  

Many pre-Prohibition firms, including, but certainly not

limited to breweries, used advertising and marketing to

differentiate their products, and to construct demand

for their particular brands. But, were these campaigns

effective? In Chapter One, we reviewed Chandler’s dis-

cussion of how Henry Crowell, the founder of Quaker

Oats, used advertising to increase its market share.

Quaker Oats’ accomplishments reflect the growing pop-

ularity of  branded, packaged goods. Bulk oatmeal sold

from bins was certainly cheaper, but Quaker Oats was

able to convince consumers to pay more for it in a

package. Fully aware of these developments, shipping

breweries had good reasons for believing that their

efforts to replace draught beer with packaged beer

would, eventually, be successful.

Breakfast cereal provides another lesson: it shows how

entrepreneurs can shape, indeed, invent markets.

Levenstein121 shows that the replacement of meat by
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breakfast cereals in the late 19th century is the only time

in recent food history in which an affluent society will-

ingly substituted grain for meat at a major meal. Cereal

makers such as Crowell constructed a new market for

their product, and in the process, defied history. Such

findings help explain how the shippers were able to sell

more-expensive yet lower-quality beer: innovative pro-

motional campaigns combined with entrepreneurial zeal

could construct new markets and redefine existing ones.

Strasser122 details the turn-of-the-century rise of brand-

ed, packaged goods, and shows that this development

was integral to the successes of many large manufactur-

ing firms. The shippers benefited from - and contributed

to - these broader trends favoring branding and packag-

ing. There was, however, an additional part of this

process that has garnered less attention, the rise in stan-

dardization. The shipping breweries played a role in this

development: in their efforts to create national brands,

they worked to develop standardized beers that would

be the same any where, any time of the year. At a time

when beer often varied from batch to batch, the ability

of the shippers’ to standardize their beer was quite a

technical feat.  

However, this does not mean that consumers necessar-

ily benefited from this introduction of more rigorous

biochemistry into the brewing process. The standard

story comes to equate standardization and consistency

with quality. McGahan states that: ‘Quality was associ-

ated with consistency in flavor over each produced

batch. The shipping brewers produced lighter lager with

greater consistency, so lightness also tended to be asso-

ciated with quality’.123 However, she does not identify

who came to associate quality with consistency and

lightness. Was it the consumer, or was it the shipping

breweries, the group who most stood to gain from this

redefinition of quality?

McGahan argues that consumers came to prefer stan-

dardized products, and that they were the driving force

behind the move to product uniformity. This view is not

convincing. Standardization did not just emerge as a

result of new consumer preferences, but was construct-

ed by powerful economic and industry forces in the late

19th century. It was neither natural nor necessarily ben-

eficial: consumers did not profit as a wide range of

product styles gave way to an increasingly uniform

good.124 Standardization was not led by consumers, but

by a small number of nationally oriented producers

looking to unify distinct local markets into a more

homogenous national market. The national shippers

capitalized on these developments. One of the appeals

of mass produced products was that consumers could

rely on a certain label or brand over time: for shippers,

this meant making beer that always tasted, looked, and

smelled the same. They worked to develop beers that

were consistent, that promised consumers reliability.

By promoting their mass produced, homogenous lager,

they participated in the broad transformation of

American consumer tastes and preferences during these

decades.125

Shippers and local breweries competed against each

other during a period of fundamental change.

Economy-wide forces were coming to favor homoge-

nized and branded goods in many industries, yet the

pre-Prohibition beer market, though seemingly ripe

for national beer brands, was still dominated by local

breweries making draught beer for sale in saloons.

Shippers had found some success in creating demand

for their brands and their bottled beers, but as late as

1915, the top national shippers controlled less than

15% of the national market.  

In their efforts to create national brands and to eliminate

their local rivals, they received an inadvertent boost -

national Prohibition. While at the time this was a favor

that they most certainly would rather have done without,

as we will argue in the next chapter, it provided the ship-

pers with a golden opportunity.

Chapter 4

Prohibition, oppression or opportunity?

In 1914, American breweries reached a peak output

of 66.1 million barrels.1 By the decade’s end, this

vibrant and seemingly powerful industry was shut down

by the federal government. The Eighteenth Amendment

to the United States Constitution, signed into law in

January 1920, prohibited the production, distribution,

and sale of alcoholic beverages. It remained in effect

until December 1933.

The standard story has treated Prohibition as an

exogenous event, and has portrayed the industry as
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unsuspecting of its advent and ineffectual in its own

defense.  According to Elzinga, breweries were ‘bliss-

fully ignorant’ of the collection of temperance forces

that succeeded in putting them out of business.2

According to Baron, they were ‘surprisingly maladroit

in their public relations’ during the 1900s-1910s.3

McGahan4 simply elides the Prohibition years. Handler,

Lazonick, and Williamson seem interested only in

explaining why large, vertically integrated firms arose

at the turn of the century. When economists discuss

Prohibition in any detail, they tend to focus on two

important but very narrow issues: the production of ‘near

beer’ and the decision to retain or sell the brewery’s

plant, equipment, and other assets. Thus, the standard

story has largely ignored why Prohibition was intro-

duced, and then why, very abruptly, it was repealed only

13 years after it became national law. Beyond this

superficial handling of motive, it has also neglected

what forces were behind the introduction and repeal of

Prohibition.

Prohibition impulses in America date at least to 1850,

when Maine passed the first state prohibition law. Soon

after, twelve other states passed similar legislation.

Most of these laws were repealed during the Civil War.

From the late 1860s to the 1880s, prohibitionists

launched their second effort. Organizers founded the

Prohibition party in 1869 and the Women’s Christian

Temperance Union (WCTU) in 1874. Though these two

groups enjoyed some successes, they were unable to

secure any wide-ranging national legislation. Alcohol

production continued to increase, as did per capita

consumption. Reacting to the continued growth of the

alcohol industry and to the modest achievements of the

Prohibition party and the WCTU, prohibitionists in

1893 established the Anti-Saloon League (ASL).5 The

ASL had two primary goals: to achieve prohibition and

to build support for temperance legislation .6 From the

1890s to the 1920s, the ASL built a powerful organiza-

tion that successfully navigated interest group politics at

the local, state, and, eventually, national levels.

Though the ASL ultimately prevailed in its goal of

national prohibition, it is not correct to assume that dur-

ing these years breweries and distilleries sat idly by,

‘blissfully ignorant’ of these developments. I will argue

that the brewing industry and key firms were not

unalarmed by, nor unprepared for, the measures taken

by temperance advocates and their friends in govern-

ment. They were not only opposed to Prohibition, they

strategically worked to mold any legal changes in their

favor. Breweries could even argue that they were for

prohibition, if it meant that society could rid itself of

destructive intoxicating liquors, while allowing con-

sumers to enjoy non-intoxicating beer. Ultimately,

breweries and distilleries were unable to prevent

national prohibition. The reasons for this are far more

complicated than the standard story’s line that breweries

were unaware of the threat the ASL posed, and that they

fumbled all of their opportunities to respond.  

After passage of the very strict national Prohibition law

of 1920, breweries continued to work in their own self-

interest. After 1920 they moved from defense to offense.

There were many groups who were opposed to

Prohibition. A repeal alliance quickly came into being

composed not only of alcohol manufacturers but others

who opposed Prohibition for a variety of reasons. In

1920, just as the Eighteenth Amendment was being

signed into law, opponents formed the Association

Against the Prohibition Amendment (AAPA). Initially,

the AAPA and other like-minded groups stumbled in

their efforts to overturn the Eighteenth Amendment.

Their early miscues reflected in large part their poor

organization, an ironic parallel to the unsuccessful

efforts of prohibitionists prior to the ASL. However, just

as the ASL eventually provided the needed organiza-

tional acumen for effecting a national temperance

agenda, so too did the AAPA ultimately form the nucle-

us around which the repeal movement coalesced.

Initially, the early opponents of Prohibition consisted of

the alcohol manufacturers and prominent individuals

such as William Stayton and Pierre DuPont, who

opposed Prohibition as ‘a new example of the federal

government’s growing threat to private property, indi-

vidual liberty, and personal choice’.7 As the 1920s wore

on, however, they were joined by those disillusioned by

the lawlessness engendered by this unpopular act. One

of the more notable defections from the prohibitionist to

the repeal camp was John D. Rockefeller Jr., who came

to believe that only through a regulated system could

true alcohol reform be accomplished. 

The large shipping breweries remained active during

Prohibition. They worked with an emerging alliance of

forces who (though for varying reasons) favored repeal

or modification of the Eighteenth Amendment. The

shippers saw in Prohibition an opportunity to disad-
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vantage the local breweries who had presented quite a

formidable challenge in the decades leading up to

Prohibition. Local breweries had used adeptly their con-

trol of saloons to prevent shippers from competing in

their markets. The ASL and their sympathizers strongly

complained about the abuses they attributed to saloons,

most of which were owned or controlled by breweries.

The shippers, then, in a remarkable move, began to

advocate that the post-repeal brewing industry would

have to be different, and that one of the key differences

would be a strict separation in the manufacturing and

retailing of beer. Former supporters of the ASL like

Rockefeller could now join the cause for repeal. The

alliance for repeal continued to grow in strength through

the late 1920s and early 1930s, and with the Democratic

landslide in 1932, the question became not whether

Prohibition would be repealed, but under what conditions.

This chapter begins with the rise to power of the temper-

ance movement, and the brewing industry’s varying

responses to this threat. Section 4.2 looks at the role of

the government during the First World War in aiding

prohibition forces. Section 4.3 reviews the commercial

operations of breweries from 1920 to 1933. Section 4.4

considers the relationship between breweries and the

leading anti-Prohibition forces. Section 4.5 considers

several developments that affected consumer behavior

during this period and had important repercussions for

the post-repeal market for beer.

One of my central concerns is with firm agency.

Because there was no legal beer production, we cannot

evaluate brewery efficiency or product quality. These

evaluations, crucial to my overall story, reappear in

Chapter Five.  

4.1: The temperance movement and the brewing

industry

The industry had for years battled anti-drink forces on

the local and state levels. These battles had begun in the

1850s, and hostilities flared up periodically through the

1890s. With the formation of the ASL in 1893, the brew-

ing industry realized that their foe had graduated to a

higher degree of threat. From 1909 to 1920, the United

States Brewers Association Year Books devote more

pages to local, state, and national prohibition forces than

to any other topic. In a book sponsored by the brewing

industry and published in 1880, Salem addresses prohi-

bition laws in several chapters, a clear indication that

the industry was paying close attention as early as the

late 19th century.8 The only issue of any complexity is

not whether breweries were aware of the threat, but

whether they answered it appropriately.

After decades of waxing and waning influence, oppo-

nents of alcohol began to gain momentum in the early

1900s. The most significant of the many organizations

leading the fight against ‘demon rum’ was the ASL.

Kerr provides an excellent history of this group, in

which he describes efforts by certain brewers to ally

themselves with the temperance movement in order to

fight a common foe, the distilleries. These men, he

argues, completely misunderstood the objectives of the

movement, and their ascension to positions of power in

the United States Brewing Association (USBA) facili-

tated the prohibition of both beer and spirits.9 One of

these men was Christian Feinspagn. In 1916, Feinspagn,

a vocal advocate of separating beer from spirits, was

elected president of the USBA.10 Jacob Ruppert, presi-

dent of a large, local New York brewery, and Chairman

of the USBA’s Finance Committee, was another. He too

supported differentiating beer from liquor, and he

believed that wartime policies in 1917 (discussed in

Section 4.2) affirmed the wisdom of this position.11 As

men such as these came to positions of power in the

USBA, the brewing industry continued to splinter, with

some firmly supportive of an alliance with distillers, but

with the new power structure of the USBA adamantly

opposed to extending an olive branch to the distillers. 

I believe that the industry had good reasons for seeking

to differentiate itself from distillers, but that this strate-

gy was overwhelmed by external events. American

brewers were well aware of a long-standing government

partiality for beer, in America and abroad. In 18th

century England, Parliament responded to a ‘gin epi-

demic’ by promoting beer consumption. The painter

William Hogarth contributed to this campaign two alle-

gorical pictures: Gin Lane, which shows a dissolute

populace, laid waste by the destructive powers of hard

alcohol, and Beer Street, which shows in contrast a pros-

perous people enjoying the more temperate beverage.12

Of more immediate bearing were the compromises

effected by governments and anti-drink forces in the

early 20th century. Belgium introduced the Vandervelde
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Law in 1919, which severely restricted the retailing of

spirits and imposed a much higher tax on spirits than on

beer.13 In the 1910s, Canada imposed laws that, at their

most restrictive, allowed 2.5% beer while completely

forbidding wine and spirits.14

In America, there had been a strong government bias

toward beer since the Civil War era. From 1864 to 1917,

the Treasury Department taxed beer at the rate of $1/bl,

or approximately $.03/gallon; the excise on spirits was

$.70/gallon in 1872 and $1.10/gallon in 1917.15

Adjusting for levels of alcohol, the tax on liquor was

two to three times higher than for beer. Breweries

enjoyed constant nominal rates for nearly the entire

period 1864-1917;16 distillers saw their rates increase

three times from 1872 to 1894.  

Kerr points our the brewing industry’s inability to match

the ASL’s organizational acumen: ‘In the end, the down-

fall of the brewers involved a failure to pursue a mana-

gerial and bureaucratic procedure countervailing to that

of the Anti-Saloon League’.17 Be that as it may, I see

this long history of preferential treatment as a triumph

of the industry’s well-established lobbying power.   

The brewing industry had worked for decades to distin-

guish its product from spirits - this was not a desperate

ploy on the eve of Prohibition. Salem ended his 1880

book with this passage: ‘We close as we began, with the

words which seem to us to indicate the only practical

road to real temperance, and record again our motto

BEER AGAINST WHISKY’.18 Gustave Pabst, in a

statement printed in the United States Brewers

Associations Year Book, argued that 

Beer instead of being a destroyer of efficiency is a great, the

great, temperance drink-a true conservator of health, if used

in moderation. And the brewers of this country stand for 

temperance, in the true sense of the word.19

Pabst’s distinction between temperate beer and exces-

sive spirits is echoed in countless trade journal articles

and USBA publications.

Breweries realized that if even if Prohibition was to be

enacted, legislators would then have to define what con-

stituted ‘intoxicating alcohol’. Societies continually

define and redefine what are acceptable levels of

alcohol: for example, during World War II the federal

government permitted the sale of 3.2% beer (by weight)

on army bases, ruling that it was non-intoxicating.

While Prohibition forces ultimately were ultimately

successful in securing a quite restrictive definition -

alcohol in excess of ½% by weight - the issue was hotly

debated through the 1910s.

This definition was based not on rigorous scientific test-

ing but on a standard put forth rather by the Treasury

Department for taxation purposes. In 1864, when the

federal government first began to tax beer, Treasury

officials selected this level in order to maximize tax rev-

enues from malt beverages.20 Yet, the brewing industry

knew that it did not automatically follow that the rate

used by the Treasury Department for taxation purposes

would necessarily be the same level used by Congress.

The United States Brewing Association made public the

many different alcohol levels which were defined as

‘non-intoxicating’ in other countries. In 1909, Iceland

passed ‘total prohibition’, yet permitted the production

of 2.25% beer.21 Great Britain, Ireland, and Germany

defined beer ‘as a liquor ... contain[ing] more than 2 per

cent of proof spirit’. In Norway, Sweden, and Denmark,

beer was either exempted below 2.25% or taxed it at

very low rates.22 Canada prohibited all alcohol above

2.5%. Clearly, there were many precedents for

American brewers to use in support of their position that

beer, at some low level of alcohol, should be exempt

from prohibitory legislation.

Finally, the brewing industry, perhaps overly confident

from its recent legislative triumphs regarding the 1906

Food and Drug Act, saw the temperance movement as a

means to eliminate one of its chief competitors: the dis-

tillers. Some brewers believed that they could profit at

the expense of the distillers seemingly until the day

Prohibition was enacted. We have already discussed

how Charles Feinspagn, who was elected President of

the USBA in 1916 and J. Ruppert, who also had a high

ranking position in USBA hierarchy, reflected the feel-

ing of those brewers who were anti-spirit and who felt

that the brewing industry should continue to disassoci-

ate itself from the liquor industry. Another example

concerns the National Association of Commerce and

Labor (NACL). The NACL was founded by brewers in

1913 to promote pro-alcohol policies. The head of the

NACL, Percy Andrae, convinced the liquor industry to

support his efforts financially. After some important
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losses regarding state prohibition policies in 1913 and

1914, the spirits industry asked for joint control of the

NACL so that they and the brewers could put forth a

coordinated program. In late 1914, Hugh Fox, the

Secretary of the USBA, told them that there would

never be a formal, coordinated policy between the brew-

ers and the distillers. As Kerr notes: ‘The apparent

national strength of the prohibition movement was not

sufficient ... to allow some brewers to overlook their

market rivalry with the distillers in a defense of their

common interests’.23

Breweries had good reasons for being willing to gamble

and rid themselves of the distilleries. Per capita liquor

consumption peaked in the 1820s and 1830s, but always

remained high, despite steadily rising excise taxes.  

Brewers continued to view distillers as a threat, and they

believed that they could redirect much of the anger of

the prohibition forces to the liquor industry. The ques-

tion now is why they failed.  

Several factors mitigated the brewing industry’s ability

to keep beer legal at some level of alcohol. First, the

Anti-Saloon League (ASL), as its name makes clear,

took particular aim at excesses associated with saloons.

To fully appreciate the source of the ASL’s antipathy

towards saloons, it is worth noting that even the USBA,

in its 1909 Year Book, discussed the ‘Problem of the

Saloon’. Competition between saloons in the 1890s

and 1900s often led to a narrow profit margin in selling

beer. To increase sales, saloon owners began to flout

regulations concerning hours of operation and age

requirements. In addition, many saloons also began to

support illegal activities such as prostitution and gam-

bling. To offer these illegal but profitable sidelines,

saloon owners found it necessary to bribe police offi-

cials and politicians. A tangled web involving corrupt

politicians, gambling, prostitution, and drunkenness

was spun, and the saloon was at the center.24 Though the

ASL might not have compromised with the industry

under any circumstances, it certainly would not consid-

er promoting low-alcohol beer unless the issue of

saloons was resolved.

Second, there was great discord between shipping and

local breweries. If the brewing industry itself had been

able to find a coherent strategy, it would have presented

a much more formidable force. A perfect example of

intra-industry tensions concerned reform of the saloon.

Even though brewing industry officials conceded the

difficulties that saloons were causing, many breweries,

especially the local firms, made saloons an integral part

of their operations, and they were unwilling to cede

them. Ohio was the scene of one the great pre-

Prohibition struggles between pro and anti-drink forces,

and the skirmishes there showed the tensions not just

between breweries and the ASL, but also between brew-

eries themselves. In 1909, the state legislature passed a

law designed to temper some of the excesses of the

saloon. The Dean Character Law required that saloon

keepers ‘be local residents with no other connection to

the liquor industry’; this in turn required that retailing

would be separated from brewing. Compromises like

this might have benefited the brewing industry overall,

but it specifically helped the shippers in their struggles

against local firms.  

Third, US entry into World War One brought with it a

strong anti-German backlash in the United States. The

brewing industry, dominated by German-Americans,

came under the kind of suspicions exemplified by a

three volume report titled Brewing and Liquor Interests

and German Propaganda, published in 1919 by the

House Sub-Committee on the Judiciary. Many people,

Table 4.1. Liquor and beer per capita consumption (gallons), 

1870-1915.

Source. Rorbaugh, W. (1979) The Alcoholic Republic. New

York: Oxford University Press; United States Brewers

Foundation (1956) Brewers Almanac. p.10.

Year Liquor Per Capita

Consumption

Beer Per Capita

Consumption

1870 1.9 5.3

1880 1.5 8.2

1890 1.4 13.6

1900 1.2 16.0

1905 1.3 18.3

1910 1.4 20.0

1915 1.2 18.7
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notably many legislators, came to associate prohibition-

ism with patriotism.

Fourth, the federal government introduced a national

income tax in 1913, a measure that immediately less-

ened the importance of revenues collected from excise

taxes on beer and liquor. Any arguments that empha-

sized this importance were considerably weakened.25

Fifth, the ASL was a very focused organization, and

they were more effective in their lobbying of govern-

ment policy than was the brewing industry. I agree with

Kerr on this finding, which is, indeed, consistent with a

general theme of this work: organizations, be they

industries, firms, or interest groups, do not passively

wait for outcomes, but actively promote their own ends.

The triumph of temperance forces means the brewing

industry failed in its attempts to shape Prohibition legis-

lation and to differentiate beer from liquor. That it was

ultimately unsuccessful, however, does not imply that it

did not actively seek to advance its own ends.

Section 4.2: World War One and the government’s

role in the brewing industry

The beer industry could bask in its 1906 legislative

achievements for just a decade, until World War One

presented a new set of legislative challenges. In 1916

and 1917, Prohibition forces began to lobby the govern-

ment to ‘ban the use of grains in distilling and brewing

as a food conservation measure’,26 and to prohibit mili-

tary personnel from using alcohol. Their allies in

Congress eagerly responded to this as a call to action.

According to Rubin, lawmakers

seeking to protect the health, morals, and proficiency of

newly conscripted American troops, ... legislated rigid bans

on military drinking. The Selective Services Act of May 1917

established dry zones around military camps throughout the

United States and prohibited individuals from selling or 

serving alcoholic beverages to members of the armed 

forces - even in private houses.27

The new law contrasted sharply with the government’s

alcohol policy during the Civil War, when it provided

beer rations to Union troops, and World War Two, when

it allowed military personal to drink beer. It does not

appear that there were any specific incidents which trig-

gered this more restrictive alcohol policy by the military

in World War One; their actions appear to have been a

reflection of broader social currents: if the nation is

moving towards prohibition, then so too should the

armed forces.

President Wilson named Herbert Hoover to head the

newly formed Food Administration Agency in 1917.

Hoover immediately called for Wilson to require ‘a

reduction of the alcoholic content of beer to under 3 per-

cent, and a halving of the use of grain from peacetime

levels’.28 The Levey Food and Fuel Control Act, passed

in August 1917, prohibited the production of spirits,

required brewers to cut (though not halve) their use of

grains, and lowered the alcohol level of beer to 2.75%.

Wilson had tempered Hoover’s recommendations some-

what, but these restrictions were enough to greatly

diminish the flavor, color, and body of beer.  

Though enacted as a wartime exigency, the legislation

had long-term ramifications: it reinforced the shipping

brewers’ moves toward homogenization. By mandating

a light, bland beer, the federal government became an

accomplice in the complicated process of redefining the

nature of the product. This does not deny the primacy of

firm action; it merely shows that there were accidental,

unintentional factors working for the benefit of the shippers.

Temperance advocates in Congress passed the

Eighteenth Amendment in December 1917. It was

ratified by the necessary 36th state, Nebraska, on 16

January 1919.29 To enforce its provisions, Congress,

after much fierce debate, passed the Volstead Act.

According to Kerr, ‘The two biggest battles in the

legislative history of the Volstead Act regarded the def-

inition of intoxicating alcohol and the possession of

alcoholic beverages’.30 Temperance advocates fought

off the brewing industry’s efforts to define intoxicating

alcohol as above 2.75%, but these efforts were not all in

vain. Many federal and state officials reintroduced the

idea of low alcohol beer (2.75% was a common recom-

mendation) during the 13 years of official Prohibition.

Somewhat surprisingly, the ASL did not win the debate

over possession. The Eighteenth Amendment and the

Volstead Act prohibited the manufacture, distribution,

and sale of alcohol, but not its possession. This distinc-

tion contributed to much of the turbulence of the

Prohibition years.
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Section 4.3: Brewery commercial operations during

Prohibition

Cochran, Plavchan, and Baron have reviewed the busi-

ness activities and investment decisions of the breweries

during Prohibition. Of particular relevance here is a

series of business moves that strengthened the shippers’

ability to re-enter the market in 1933.  

The most important decision all breweries had to make

after 1920 was what to do with their plants and equip-

ment. As they grappled with this question, they made

implicit bets as to whether Prohibition would prove to

be merely a temporary irritant. Pessimists immediately

divested themselves of all their brewing equipment,

often at substantial losses. Other firms decided to carry

on with related products, and so stay prepared for any

modifications to the Volstead Act which would allow for

beer. Schlitz, Blatz, Pabst, and Anheuser-Busch, the

leading pre-Prohibition shippers began producing near

beer, a malt beverage with under ½% alcohol. While it

was not a commercial success, its production allowed

these firms to keep current their beer-making skills.

According to Krebs and Orthwein, Anheuser-Busch

called its near beer ‘Budweiser’. It was, Krebs and

Orthwein asserted, ‘simply the old Budweiser lager

beer, brewed according to the traditional method, and

then de-alcoholized. ... August Busch took the same care

in purchasing the costly materials as he had done during

pre-prohibition days’.31 Anheuser-Busch and some of

the other leading breweries were granted special licens-

es by the federal government for brewing alcohol

greater than ½% for ‘medicinal purposes’.32 Receiving

these licensees gave these breweries a competitive

advantage as they were able to keep their brewing staff

active in beer-making; unfortunately, it does not appear

that there are any records indicating which breweries

received licensees.  

The shippers, and some local breweries, also made malt

syrup. While they officially advertised it as an ingredi-

ent for baking cookies, and while its production was left

alone by the government, it was readily apparent to all

that its primary use was for homemade beer.

Of perhaps equal importance to the day-to-day business

activities of the breweries were their investment deci-

sions. Here, as in so many other places, the shippers

exhibited true entrepreneurial insight. Blatz, Pabst, and

Anheuser-Busch all expanded their inventories of auto-

mobiles and trucks, which became key assets after

repeal. In the 1910s, Anheuser-Busch invested in

motorized vehicles to deliver beer; by the 1920s, it was

building its own trucks in great numbers. While it never

sought to become a major producer of delivery vehicles,

its forward expansion in this area reflected its apprecia-

tion of the growing importance of motorized delivery,

an insight which they built on after repeal.

The leading shippers also furthered their investments in

bottling equipment and machinery, which was used in

the production of near beer, root beer, ginger ale, and

soft drinks. These products were not the commercial

successes beer had been, but they gave breweries

important experience in bottling. While 85% of pre-

Prohibition beer was kegged, during Prohibition over

80% of near beer and a smaller, though growing, per-

centage of soft drinks was sold in bottles.

Near Beer Keg $    164,387 

Root Beer Keg $      42,209 

Near Beer Bottle $ 1,291,808 

Root Beer Bottle $    279,067 

Malt Syrup bulk $    448,324 

Malt Syrup canned $ 1,339,923 

Tobacco $    970,603 

Table 4.2. Blatz commercial sales

Source.BAW, Supplemental List A, Volume 5.

In 1925, Blatz sold $164,387 of near beer in kegs and

more than $1.2 million in bottles. Combined bottle sales

of near beer and root beer were $1,570,000, while total

keg sales were only $207,000.

This remarkable increase in packaged product impelled

breweries to refine their packaging skills and modify

their retailing practice. As they sold near beer and soft

drinks to drugstores and drink stands, they encountered

new marketing problems.33 Experience gained during

these years helped the shippers meet radically differ-

ent distribution requirements of the post-repeal beer

market.
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They were learning about canning as well as bottling.

In 1925, Blatz’s canned malt syrup sales were more than

$1.3 million, significantly greater than its bulk sales.

Anheuser-Busch used cans from the American Can

Company for its malt syrup in the early 1920s, a firm

which would gain national prominence in 1935 for help-

ing to pioneer the beer can.  Thus, the canning of malt

syrup helped create the first contacts between the lead-

ing shipping brewers and American Can Company.34

These expensive investments in automobiles and bot-

tling equipment were paid for in part by selling off

branch properties, namely saloons.35 Some had

equipped their saloons with furniture and bar fixtures,

but as Prohibition wore on, they divested themselves of

these assets. Blatz archival data detail the many proper-

ties it sold during these years.36 Prohibition, in effect,

forced breweries after repeal to go into bottled beer after

they had disposed of their saloons in the 1920s.

In addition to providing much needed capital, this broad

divestiture shaped the way beer would be retailed fol-

lowing repeal. Local breweries, which had skillfully used

tied saloons to exclude or limit shipped beer, joined the

selling trend during Prohibition. As I discuss in Chapter

Five, many local firms found themselves ill-equipped to

compete in the new market for beer after repeal.

Section 4.4 Breweries and anti-Prohibition forces

The next issue to address is the role breweries played (or

did not play) in the repeal movement. Were they active-

ly engaged in efforts to repeal or amend Prohibition, or

did they simply make the best of these new business

activities? 

There were several organizations fighting for the over-

turn of the 18th Amendment, and the most prominent

was the Association Against the Prohibition

Amendment (AAPA). According to Kyvig, this group

refused to accept the support of the brewing industry,

and suffered some financial troubles as a result.

‘Ironically’, he says, ‘the effort to remain untainted did

not keep the impression from spreading that the AAPA

was a front for liquor interests’.37 While it may be true

that the organization was not influenced by the industry,

it is also true that many of its positions paralleled those

articulated by the leading breweries.  

For example, in 1924 the AAPA joined the American

Federation of Labor and other groups in support of legal-

izing 2.75% beer.38 Throughout the 1920s, in statements

which could easily have been issued by breweries, lead-

ing members of the AAPA called for the government to

distinguish between ‘moderate beer’ and ‘hard spirits’.

Though Kyvig seeks to minimize the brewing industry’s

influence on the AAPA, it is clear that it made strenuous

efforts in support of this and similar organizations.  

Dobyns quotes from a 1926 letter from the Gotfried

Krueger Brewing Company:

Gentlemen: We are deeply interested in the Association

Against the Prohibition Amendment and have been asked to

solicit donations from our many creditors who would be 

benefited if the present prohibition laws were modified.

This money would be used for the continued support of the

association, and we know of no way in which prohibition

could be better combated. The association is one of the

strongest of its kind in the country and we earnestly believe

that it should be heartily supported by those who would be

benefited if the Volstead Act were repealed. If you are 

interested in the work of this association, kindly return the

enclosed card with your check to our office.39

Apps reprints part of a letter from W. Gatz, president of

the Oshkosh brewery to one of his suppliers:

In forwarding to you our check in settlement of attached

invoice, less the amount of one percent represented by 

discount stamps of the National Association of Commerce

and Labor, we desire to explain that these stamps, purchased

by us from said Association, represent the contribution which

members of the Association have offered to make towards the

educational campaign now being carried on by it against

nationwide prohibition.  

We have been asked to aid in the collection of this 

contribution by deducting one percent from the invoices 

of all members of trades and industries allied with our own,

who, realizing that their interests and ours in this campaign

are identical, have consented to the same, and it is with this

understanding that you are one of these that we have deducted

said discount from your invoice.40

As this passage indicates, breweries sought to comple-

ment their own efforts by strongly encouraging their
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suppliers to participate in the campaign against prohibi-

tion.  

Dobyns lists many of the brewers and maltsters who

supported the AAPA financially, including Fred Pabst

and W. Fred Anheuser, leaders of the two largest pre-

Prohibition breweries.41 Cochran mentions that Pabst

contributed funds to the AAPA in 1923, and Dobyns

shows that Pabst and Anheuser-Busch sent checks in

1928 and 1929.42 In addition to money, there were other

links between breweries and the AAPA. For instance,

George Eads, the AAPA’s secretary,  had previously

worked for Anheuser-Busch as a publicist.43

From the beginning of Prohibition, the leading shippers

continually emphasized the need to promote beer as a

temperance beverage and to prohibit the return of the

saloon (that is, the tied house). Anheuser-Busch saw in

the uproar of Prohibition the opportunity to shape post-

repeal legislation in order to emasculate both distillers

and local brewers.  

On 15 October 1923, August Busch wrote to President

Coolidge to press for modification of the Prohibition

legislation, which, he asserted 

set back the cause of real temperance many years by driving

the illicit manufacture of alcoholic beverages into the home;

by flooding the country with all sorts of imported or 

smuggled beverages, and creating an army of manufacturers

and purveyors of beverages of doubtful or harmful quality.44

Busch sought to capitalize on the difficulties of enforc-

ing Prohibition by arguing that beer, the moderate drink,

would aid the cause of ‘real temperance’. Coolidge did

not act on this proposal, but some members of Congress

did respond sympathetically, and in 1924 a bill was

introduced to allow 2.75% beer.45 Around the same

time, Senator Walter Edge of New Jersey made a speech

in which he firmly distinguished between intemperate

spirits and temperate beer. He claimed that evidence

presented during Senate Committee hearings on the

Volstead Act showed that ‘it was impossible to become

intoxicated by a consumption of [2.75%] beer’.46

Following Coolidge’s rejection, Busch took his case to

the public by publishing pamphlets. A 1923 publication

included a translation of a report from the Quebec

Liquor Commission.47 The introduction hailed the suc-

cess that Quebec had in creating ‘a system of liquor con-

trol [which completely divorced] beer from hard

liquors’. It also argued that ‘the objectionable saloon’

should be eliminated, that hotels and restaurants should

sell only bottled beer, and that a strict separation of

manufacturing and retailing would end the policy of tied

houses.  

The Quebec campaign, it noted, cost Canadian brew-

eries a million dollars. The message to other American

breweries was clear: direct action, while costly, was

effective.

By the late 1920s, the brewing industry could argue

against Prohibition on the grounds of its economic costs

to the U.S. economy. Opponents of alcohol had often

argued that Prohibition would be economically benefi-

cial; after the stock market crash, brewers and their

allies provided copious amounts of data showing how

many people would be put to work by repealing it. In

1931, August Busch wrote that ‘the manufacture and

sale of wholesome 4% beer would be a good thing, eco-

nomically and socially, for the nation’.48

The Congressional Record for these years is replete

with financial data showing the potential value of the

brewing industry.  Anti-prohibitionists adduced data

showing how expensive the ‘Noble Experiment’ had

been. One estimate put the cost of Prohibition at

$5,610,000,000, or a third of the national debt.49 This

same entry argued that the total revenue from personal

income taxes in 1931 might not have equaled what an

excise tax on alcohol would have generated. Another

entry in the Congressional Record showed how much

other countries were relying on alcohol excise taxes. In

1930, excise revenue on beer, spirits, and wine generat-

ed 20% of the total tax revenue in England, and 33% of

the revenue for the Canadian provinces.50 Several 1931

entries focused on how many jobs would be created if

the Volstead Act was repealed, or at least amended to

allow for beer. One estimate claimed that legalizing beer

would create two million jobs.51

Even before the decisive 1932 presidential election, the

shippers and their legislative allies in Congress were

already showing signs of great confidence. Busch began

to push not just for the legalization of 2.75%, but

stronger 4% beer. According to Cochran, Pabst ‘started

acquiring new storage tanks, kegs, and other equipment
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necessary for brewing’.52 It spent nearly $1 million on

this modernization in 1930.53

Fully three years ahead of the formal repeal, Fred

Pabst, acting perhaps on knowledge gained from his

relationships with AAPA and other organizations, began

to prepare for full-scale brewing. Commenting on this

investment, Pabst stated, ‘It’s a risk, I know, however,

public opinion is a pretty good barometer. It is my own

firm opinion that beer will return in the not distant

future, and I am willing to take the chance’.54 Plavchan

notes that August Busch Jr. also readied his brewery

for operation months in advance of repeal. In August

1932, he reported to the board of directors that

‘$75,000 would be necessary to repair and improve

plant facilities in order to put them into proper condi-

tion to produce approximately 800,000 barrels of beer

annually’.55

These activities by Pabst and Busch accord well with

our Quadrant IV view of entrepreneurship.  Rather than

passively waiting for government legislation and public

opinion to change, they advanced their own agenda.

They worked with the leading anti-Prohibition organiza-

tions and they extended an olive branch to individuals

who had been sympathetic to temperance, but who by

the late 1920s were disillusioned with the lawlessness.

Perhaps the most symbolic defection from the prohibi-

tion side was John D. Rockefeller Jr. His father had

begun making contributions to the ASL in 1894, and he

continued to support the league financially through the

early years of national Prohibition.56 By the mid 1920s,

John D. Rockefeller and John D. Rockefeller Jr. had

become increasingly dissatisfied with the workings of

Prohibition, and in 1926 they stopped making donations

to the ASL.57 By the early 1930s, Rockefeller Jr. had

come to the conclusion that Prohibition would need to

be repealed, and he recognized, along with others

including the shipping breweries, that the next big

debate would concern how repeal would be implement-

ed. A statement he had released to the New York Herald

Tribune on 7 June 1932 was entered into the

Congressional Record the same day. In it he stated that

while the abolition of the saloon had been a great bless-

ing, Prohibition had not been a success:

There are many who, feeling as I do, that the eighteenth

amendment has not accomplished the object which its 

enactment sought to attain, would willingly favor its repeal

were some alternate method that gave promise of better

results offered as a substitute.58

Not willing to blindly accept the substitutes proposed by

others, he sponsored a 1933 book (co-authored by

Raymond Fosdick and Albert Scott) which laid out his

views on ‘liquor control’.

Chapter Five examines in more detail the alignment of

forces in support of repeal and the different visions

these groups had for the manufacturing and retailing of

alcohol in a post-repeal America. Neither the shippers

nor temperance forces wanted a return to pre-

Prohibition conditions - both groups decried the

excesses associated with hard liquor and saloons,

though of course they had different motivations.

Together, as the next chapter shows, this odd couple

began to articulate their vision of what a new regulato-

ry environment for beer would look like.

Section 4.5: Changes in the consumer market

Thus far, we have focused on how breweries sought to

turn events to their own advantage. This section intro-

duces a series of developments that were out of the

breweries control; however, this does not mean that

breweries - in particular the shippers - did not actively

seek to turn these events to their advantage. The con-

sumer market for beer emerged from Prohibition as

something very different than what it had been before.

One of the key issues, then, is how these shippers react-

ed to these to these changes: did they passively respond

to events beyond their range of influence, or did they

consciously search for ways in which they might capi-

talize on these broader developments?

4.5.A: The importance of time

Prohibition can be looked at as a gap - a period in which

consumers had no access to brewery beer. I argue that

this cessation helped the shippers succeed in institution-

alizing a homogenous style of beer in America. 14 years

is enough of a stretch for the consumer memory, but it

is important to remember that the time in which con-

sumers could not buy real beer was even longer: we

must tack on the two and a half years of the World War

One-era Levey Food and Fuel Control Act. For a total of
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16 years, then, traditional beer was not available. One

result was a slow but steady erosion of the ability of

consumers to distinguish between types and styles of

beer. Shippers were well aware that consumer memories

of beer were fading, and that they would have opportu-

nities to help fill in the missing pages upon repeal.

Section 4.5.B: Alternative beverages

The second important development was the rising pop-

ularity of non-alcoholic drinks.

As we can see in Table 4.3, there were particular con-

sumption patterns for each of these beverages. As the

third and fourth columns illustrate, the consumption of

coffee and canned fruit juice was not greatly affected

by Prohibition. The big increase was from the mid-

1930s to World War Two, a development discussed in

more detail in the next chapter.

Per capita sales of soft drinks doubled between 1909 to

1919, a gain that may have been related to the state and

local prohibition measures of this period. As would be

expected, per capita consumption continued to rise dur-

ing the national Prohibition, peaking in 1929. It fell

steadily during the early years of the Depression, 1929

to 1934, but then increased fourfold from 1934 to 1941,

a remarkable showing for this still-lean time. The

American love affair with soda proved to be enduring,

and it stood as proof of a changing American taste. One

way breweries responded was by altering their post-

repeal beer to suit this taste: they used fewer hops (to

make it less bitter) and less malt (to lighten the flavor,

body, and color).59

The data on per capita milk consumption present some

problems. Historical Statistics of the United States, pub-

lished by the Department of Commerce, puts milk and

cream consumption in terms of pounds, and these num-

bers do not accord with other consumption data when

converted into gallons.60 The three data points provided

in Table 4.3 appear to be the most accepted estimates for

these years: while not a complete time series, they do

show that milk consumption rose by 20 to 50% during

Prohibition.

While milk production and distribution remained

decentralized, prominent soft drink firms, most notably

Coca-Cola, emerged during Prohibition. There are sev-

eral interesting parallels between Coca-Cola and the

national shipping breweries: 1) they operated in indus-

tries that traditionally had supported large numbers of

locally oriented firms, but which were becoming more

concentrated; 2) they were trying to foster national mar-

kets for their products; 3) they introduced intensive and

expensive advertising and marketing campaigns in their

efforts to win national markets; 4) they appreciated the

value of trademarks and branding, key insights which

aided them in their national efforts; and 5) they sought

to replace draught or soda fountain sales with packaged

sales. Coke did not become a national force until sever-

Table 4.3. Non-alcoholic beverage per capita consumption, 

1909-1941.

Source. Riley, J. (1958) A History of the American Soft Drink

Industry. Washington D.C: American Bottlers of Carbonated

Beverages. p.275; Lender, M. and Martin, J. (1987)  Drinking

in America. New York: The Free Press. pp.146-147; and

Historical Statistics of the United States, 1976, pp.330-331. 

Year Soda

(bottles)

Milk

(gallons)

Coffee

(lbs)

Canned Fruit

Juice (lbs)

1909 16.2 n.a. 9.2 .5

1914 18.9 n.a. 9.2 .1

1919 38.4 34 11.8 .3

1921 42.1 n.a. 12.0 .3

1923 41.1 n.a. 12.6 .3

1925 44.1 n.a. 10.6 .2

1927 47.6 n.a. 12.2 .3

1928 50.5 n.a. 11.9 .1

1929 53.1 41 12.2 .3

1930 49.0 49 12.5 .3

1931 38.3 n.a. 13.0 .4

1932 27.1 n.a. 12.4 .4

1933 33.1 n.a. 12.8 .5

1934 31.9 n.a. 12.3 .5

1935 37.1 n.a. 13.4 2.0

1936 54.9 n.a. 13.7 2.4

1937 67.5 n.a. 13.3 4.5

1938 75.4 n.a. 14.9 4.6

1939 88.6 n.a. 14.9 5.9

1940 100.1 n.a. 15.5 7.2

1941 133.6 n.a. 15.9 8.5
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al decades after the large shipping breweries, but it

incorporated and expanded upon several marketing and

imaging techniques that the shippers had used to great

effect. The shippers, in turn, could find many lessons in

the rise of Coke.

Capitalizing on Prohibition, the nominal dollar value of

Coca-Cola’s sales increased by 202%, and its profits

rose by 218% from 1916 to 1934. However, as Table 4.4

shows, Coca-Cola’s achievements did not end with

repeal in 1933: from 1934 to 1939, the dollar value of

sales and profits more than doubled. Not lost on the

shipping brewers was the importance of bottling in this

tremendous expansion. In addition, the shippers paid

special attention to the enormous successes that a car-

bonated, sugary drink had in their absence. If they failed

to respond to this threat, they might not be able to regain

their pre-Prohibition sales. But, if they modified their

beers-made them a bit more carbonated, a bit less bitter

(less hoppy), then they would have a product that better

fit the changing tastes, especially if the local breweries

remained true to their traditional brewing styles and did

not make these product changes.

Section 4.5.C: The rising role of packaging

In 1928, Coca Cola saw its bottled sales surpass its

fountain sales for the first time. This was indicative of

the third key factor of the changing consumer market:

the ever-increasing popularity of packaged goods,61

which was boosted along by the rise of home refrigera-

tion.

By 1933, the year of repeal, one out of every four U.S.

households wired with electricity had a refrigerator.62

This new appliance not only accommodated goods that

needed to be kept cold, but increased demand for them.

In the case of beverages, it helped shape these prefer-

ences: ice cold became the ideal temperature for beer

and soda. 

The colder a drink is served, the more difficult it

becomes to evaluate specific flavors and aromas. The

shipping breweries, looking to compete less on the

nature of the product itself than on images of the prod-

uct, helped to promote this preference.

Section 4.5.D: The continued roles of mass 

production and product homogenization 

The fourth factor is the increased consumer regard for

standardization and consistency over uniqueness and

individuality. In the 1920s and 1930s, intrinsic product

Table 4.4. Coca Cola sales and profits, 1910-1939.

Source. Tedlow, R. (1990) New and Improved: The Story of

Mass Marketing in America. New York: Basic Books. pp.29,

57, 63, 85.

Year Unit Sales

(millions of gallons)

Dollar Sales

(millions)

Profit

(millions)

1910 4.9 5.5 n.a.

1915 7.5 10.3 n.a.

1916 9.7 13.2 n.a.

1917 12.0 16.4 n.a.

1918 10.3 13.6 n.a.

1919 18.7 27.3 n.a.

1920 18.7 32.3 n.a.

1921 15.8 28.5 n.a.

1922 15.4 21.1 n.a.

1923 17.3 24.3 4.5

1924 17.5 25.4 5.7

1925 20.1 28.6 7.9

1926 21.2 30.1 8.4

1927 22.8 32.5 9.2

1928 24.2 34.7 10.2

1929 27.0 39.3 12.8

1930 27.8 41.3 13.5

1931 n.a. 40.3 14.0

1932 n.a. 33.6 10.7

1933 n.a. 32.3 10.8

1934 n.a. 39.8 14.3

1935 n.a. 45.5 15.8

1936 n.a. 58.0 20.4

1937 n.a. 70.4 24.7

1938 n.a. 78.1 25.6

1939 n.a. 90.5 29.0
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characteristics began to yield to marketing-inspired

attributes. Hess and Hess discuss the negative effects

mass production and product homogenization had on

the quality of food and drink in America during the late

19th and 20th centuries. Scranton notes that some com-

panies suppressed differences between commodities in

an effort to construct generic products; this process, he

argues, benefited firms looking to minimize costs rather

than to promote quality and diversity.63

The rise of branded, packaged and homogenized goods

was not a natural market response to changing consumer

preferences. These products appeared as part of a con-

centrated strategy by many leading firms in a host of

industries to move the debate away from inherent prod-

uct attributes to socially constructed conceptions of the

products. A broad consumer culture valuing branded,

packaged goods does emerge, but it is not a natural, nor

beneficial process. Breweries witnessed these changes

in the 1920s, and the prescient among them understood

that the post-repeal market would be radically different

from the not-too-distant pre-Prohibition market.

Section 4.6: The impact of Prohibition

Economists and economic historians writing on the

brewing industry have largely ignored the Prohibition

period. Those who have commented on it have empha-

sized how unaware the brewing industry was of the

temperance movement, and how flawed their response

to this threat was. I do not accept this characterization.

The brewing industry was well aware of the specter of

prohibition. There were, as Kerr argues, differences in

opinion between brewers as to how they should combat

this menace. That the brewers were ultimately unsuccess-

ful in winning for beer a dispensation from prohibitory

legislation does not mean their efforts were inherently

flawed or ill-conceived.  

This review of the events leading up to Prohibition

shows that the brewing industry and its leading firms

did not passively wait for other forces to decide their

fate. They continued to emphasize, as they had for

decades, that beer was a temperance drink, and that pro-

hibition should focus on spirits. Even after Congress

passed the Eighteenth Amendment, brewers worked

to exclude beer from the definition of ‘intoxicating

alcohol’. After losing this definitional battle, several of

the national shippers and some local breweries immedi-

ately began to work with organizations seeking to repeal

or modify Prohibition.

The leading pre-Prohibition shipping brewers distin-

guished themselves during these dark years: they kept

Year Number of

Refrigerators sold

in the US

Percentage of US

wired households

with a Refrigerator

1920 10,000 <1%

1921 5,000 <1%

1922 12,000 <1%

1923 18,000 <1%

1924 30,000 <1%

1925 75,000 1.0%

1926 210,000 2.4%

1927 390,000 4.3%

1928 560,000 6.4%

1929 800,000 9.4%

1930 848,508 12.8%

1931 986,680 17.1%

1932 853,784 21.6%

1933 1,082,302 24.7%

1934 1,388,450 29.3%

1935 1,732,347 34.2%

1936 2,211,751 41.1%

1937 2,567,836 49.4%

1938 1,423,437 51.7%

1939 2,118,823 56.0%

1940 2,828,690 63.0%

1941 3,783,551 72.0%

Table 4.5. The development of refrigeration in the US,

1920-1941.

Source. Tedlow, R. (1990)  New and Improved: The Story

of Mass Marketing in America. New York: Basic Books.

pp.313-314, 321; Bowden, S. and Offer, A. (1994)

‘Household appliances and the use of time: the United

States and Britain since the 1920s’, Economic History

Review. 48. pp.725-748.
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current with developments in commercial brewing, they

invested in bottling and canning equipment, and they

worked directly to repeal or modify the Volstead Act

and the Eighteenth Amendment. Moreover, they used

Prohibition as a vehicle to further their own objectives.

Throughout these years, they spoke tirelessly of the

need to promote real temperance through the promotion

of beer over spirits, and to end the control of saloons by

breweries themselves.

The Prohibition era witnessed many changes in con-

sumer behavior that would greatly affect the post-repeal

market for beer. These external developments - not

addressed consistently, if at all, in the standard narrative

- worked to the advantage of the shipping breweries

who, even in the pre-Prohibition period were trying to

promote bottled, branded beer.

The next chapter traces the post-repeal successes of the

shipping brewers and the demise of the local firms.

The third and final part of this study will appear in the

Autumn edition of Brewery History.
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