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Abstract
This paper investigates the impact of corporate expansion in the alcohol retail industry on
small-scale retailers. Our empirical approach exploits the timing of corporate entries across
U.S. states that do not have a state monopoly to examine entry effects based on proximity to
incumbent retailers.The analysis, drawing on a comprehensive dataset ofU.S. alcohol retail-
ers from2000 to 2020, reveals that corporate entrieswithin a 1-mile radius positively impact
the employment and revenue of nearby small-scale retailers, with these effects intensifying
over time and being more pronounced in metropolitan markets. Despite these localized
impacts, the overall market structure and firm behavior remain largely unaffected.

Keywords: alcohol retail industry; corporate expansion; small-scale retailers; incumbent behavior;
entry proximity
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I. Introduction
The U.S. alcohol retail market has seen several changes over the past two decades,
with the growth of large-scale, multiregional vendors (Jernigan and Ross, 2020). This
phenomenon, characterized by the proliferation of large-scale corporate retailers—
albeit often with a regional presence—presents a modern-day “David versus Goliath”
scenario, where small-scale independent retailers face increasing competition from
corporate entities. The dynamics of this competition are complex, often reflecting
broader economic and regulatory adjustments. For instance, changes in licensing laws,
consumer preferences, and distribution channels have played a crucial role in shap-
ing the current market structure (Anderson et al., 2018). These developments have
led to a reconfiguration of the (off-premises) alcohol retail industry, raising ques-
tions about the competitiveness of small-scale alcohol retailers (Connolly et al., 2023).

© The Author(s), 2024. Published by Cambridge University Press on behalf of American Association of Wine Economists.
This is an Open Access article, distributed under the terms of the Creative Commons Attribution licence (http://
creativecommons.org/licenses/by/4.0), which permits unrestricted re-use, distribution and reproduction, provided the
original article is properly cited.

https://doi.org/10.1017/jw
e.2024.24

D
ow

nloaded from
 https://w

w
w

.cam
bridge.org/core . IP address: 3.145.162.155 , on 25 D

ec 2024 at 08:41:52 , subject to the Cam
bridge Core term

s of use, available at https://w
w

w
.cam

bridge.org/core/term
s .

https://orcid.org/0000-0001-6283-7920
mailto:sandro.steinbach@gmail.com
http://creativecommons.org/licenses/by/4.0
http://creativecommons.org/licenses/by/4.0
https://doi.org/10.1017/jwe.2024.24
https://www.cambridge.org/core
https://www.cambridge.org/core/terms


2 Cristina Connolly et al.

This paper studies this transformation in two ways. First, we analyze the impact of
corporate expansion on the market structure of the alcohol retail industry. Then,
we examine the broader competitive implications of this shift in industry dynam-
ics for incumbent, noncorporate businesses. The research is critical in understanding
the evolving landscape of the U.S. alcohol retail sector and the potential chal-
lenges independent retailers face in an increasingly corporatized and multichannel
market.

An expanding body of literature assesses the repercussions of competitive market
entry on the economic outcomes of established firms. Related studies encompass var-
ious sectors, including banking (Berger et al., 2004), craft beer (Fan and Yang, 2022),
digital services (Calvano and Polo, 2021), energy (Koh et al., 2022), food retailing
(Arcidiacono et al., 2020; Basker, 2007; Chenarides et al., 2024; Lopez et al., 2024),
hospitality (Chang and Sokol, 2022; Mazzeo, 2002), pharmaceuticals (Li et al., 2021),
religious services (Rennhoff and Owens, 2012), and telecommunication (Bourreau
et al., 2021). While the conventional practice of studying the impact of corporate entry
entails relying on administrative or statistical units, such as census tracts or counties,
as proxies for market boundaries (as in Berger et al., 2004; Chenarides et al., 2024;
Lopez et al., 2024), other recent research had assessed the impact of market entry by
employing distance bands to gauge the exposure of incumbent firms to new competi-
tors (e.g., Arcidiacono et al., 2020; Rennhoff and Owens, 2012; Seim, 2006). One of
the few empirical investigations addressing market power in the alcohol retail indus-
try offers evidence regarding market concentration and a heterogeneous response of
firms to alcohol policy shifts (Illanes andMoshary, 2020).More recently, Connolly et al.
(2023) showed that partial competition from corporate retailers in the form of gro-
cery store chains has had limited effects on liquor store turnaround and survivability,
although limited to beer sales in one state.

Our paper assesses the impact of corporate, multi-store entry on independent
alcohol retailers using establishment-level data for the entire United States. We con-
structed a unique panel dataset of alcohol retail business activities from the National
Establishment Time Series (NETS) database, which covers all U.S. businesses at the
establishment level from 1991 to 2021 (Walls & Associates, 2024). For each alco-
hol retailer location, we have access to a time series of employment counts, gross
sales, business locations, headquarters linkages (to gauge the business type), and
years of activity. To identify alcohol retail businesses, we rely on the North American
Industry Classification System (NAICS) codes. We focus on NAICS code 445310
(Beer, Wine, and Liquor Stores) for the analysis and the period from 2000 to 2020
to exclude the potential effects of the COVID-19 pandemic. Our empirical approach
exploits the unique spatial and temporal characteristics of the panel dataset, focusing
on states without an alcohol monopoly, to assess the impact of corporate expansion
on the exit probability, employment, and revenue of incumbent small-scale alco-
hol retailers. To do so, we calculate the distance between each small-scale retailer
and a corporate entry location within 25 miles Euclidian distance of the incumbent
coordinates. We then count the entries based on the distance band and rely on an
empirical specification of competitive entry that accounts for establishment character-
istics, common time shocks, and market trends following the related literature (e.g.,
Arcidiacono et al., 2020; Rennhoff and Owens, 2012; Seim, 2006). This empirical
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specification allows us to exploit the timing of corporate entries across states to
assess the causal effect of corporate entry proximity on incumbent small-scale alcohol
retailers.

Our study of the U.S. alcohol retail industry reveals significant findings related
to the impact of corporate entries on small-scale retailers. At the national level,
market concentration, measured by the Herfindahl–Hirschman Index (HHI), indi-
cates a low but slowly increasing trend in market concentration. However, at the
county level, a notably higher market concentration is observed, especially in non-
metropolitan areas, where it has gradually increased between 2000 and 2020, signaling
a degree of regionalization. Our results show that corporate entries within a 1-mile
radius of incumbent small-scale retailers have a slight positive impact on the sur-
vival rates of these retailers, increasing by about 1.1%. This positive effect lessens with
increased distance, with a negligible increase in survival probability when corporate
entries occur 10–25 miles away. Employment and revenue also benefit within the 1-
mile radius (0.4% higher), but no significant effects are observed beyond this range.
This result indicates that proximity to corporate retailers can lead to agglomeration
economies, benefiting nearby small-scale businesses by increasing consumer traffic
and potentially enhancing their competitiveness. Over time, the positive impacts on
survival probabilities from incumbents near corporate entries havemore than doubled
within the immediate vicinity, suggesting an intensification of co-location benefits.
However, for small-scale retailers located 10–25 miles away, the revenue effects of
corporate entries appear detrimental, possibly due to consumer substitution effects.
These findings are driven by metropolitan areas, where agglomeration economies are
more pronounced, contrasting with nonmetropolitan areas without significant cor-
porate proximity benefits. This pattern highlights the varying impact of corporate
entries depending on regionalmarket characteristics and the density of the competitive
landscape.

This paper is relevant to the discussion on the current economic climate, where
the scale and scope of corporate influence in various industries are subjects of intense
debate and scrutiny, especially within highly regulated markets. First, our study con-
tributes to the broader understanding of how medium and large-scale corporate
entities reshape the competitive landscape in the retail sector (Arcidiacono et al.,
2020; Basker, 2007; Chenarides et al., 2024; Lopez et al., 2024). It further provides
insights into the strategies employed by corporate retailers and their effects on the
market share, financial health, and operational capabilities of incumbent small-scale
retailers. This analysis is crucial for policymakers, industry stakeholders, and small
business owners navigating the challenges of suchmarket transformations. Second, our
research offers empirical evidence on the broader implications of corporate expansion
for industry dynamics (Illanes and Moshary, 2020; Rennhoff and Owens, 2012; Seim,
2006). By revealing that corporate entry benefits incumbent small-scale retailers due
to agglomeration economies, our paper provides an essential piece to the puzzle for
understanding if and how further liberalization of the U.S. off-premises alcohol indus-
try may affect the market structure and performance of small-scale alcohol retailers
(Rosenthal and Strange, 2020). This aspect of our paper is essential in informing ongo-
ing discussions aboutmarket regulation and the supportmechanisms necessary for the
financial sustainability of small-scale businesses.
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II. Methods and data
a. Methods
Our empirical strategy employs the unique spatial and temporal characteristics of our
panel dataset to investigate the implications of corporate expansion in the alcohol retail
industry. The empirical analysis is conducted at the establishment-year level, focus-
ing on the exit probability, employment, and revenue of small-scale alcohol retailers,
hereafter denoted as SARrt , in the following log-linear regression specification:

SARrt = 𝛼r + 𝛼t + 𝛼m(r)(t) +
B

∑
b=0

𝛽b ∑
j

(Drj)CARjt + 𝜂rt, (1)

where the retailer is denoted by r, the year by t, and the alcohol retail market with m.
CARjt is an indicator variable denoting the presence of the jth corporate alcohol retailer
in driving distance band b. The term ∑B

b=0 𝛽b ∑j (Drj)CARjt assesses the corporate
alcohol retailer entry effect for six driving distance cumulative bands within 25miles of
the small-scale alcohol retailer following Arcidiacono et al. (2020). This specification
is implemented with a set of indicator variables that take on a value of one or larger
when the independent retailer r is exposed to corporate retailer j within distance band
b. Using discrete driving-distance bands allows us to determine the distance at which
the corporate entry effect on the economic outcomes of incumbent firms becomes zero.
The fixed effects at the small-scale alcohol retailer and year levels are represented by
𝛼r and 𝛼t , respectively, and 𝜂rt is the error term, which we cluster at the market level
m. This model assumes that the effect of a specific corporate entry on the economic
outcomes of small-scale alcohol retailers is independent of prior exposure.

To address potential estimation biases, such as the strategic location choices of cor-
porate retailers, we include market-specific time trends 𝛼m(r) (t) (Arcidiacono et al.,
2020). To delineate markets, we rely on the metropolitan statistical area (MSA) codes
from the U.S. Census Bureau (2024) for market delineation and use state-specific time
trends for census tracts not belonging to anMSA. For a given corporate alcohol retailer
entry, the control includes independent retailers who were never exposed and those
exposed earlier or later during the sample period. The distance band specification
extends this logic to compare independent small-scale alcohol retailers treated at differ-
ent driving distances. The empirical model operates under the identifying assumption
that the timing and location of corporate retailer entry are independent of the error
term conditional on retailer fixed effects, year dummies, and linear market trends.
Importantly, we focus on states without an alcohol monopoly during the study period.

b. Data
NETS is a microlevel business dataset by Walls & Associates that relies on Dun &
Bradstreet’s archival dataset (Walls & Associates, 2024). It covers all U.S. businesses at
the establishment level from 1991 to 2021. Each establishment is assigned a unique
Data Universal Numbering System (DUNS) number, which follows that establish-
ment over time, relocations, and acquisitions. NETS provides the North American

https://doi.org/10.1017/jw
e.2024.24

D
ow

nloaded from
 https://w

w
w

.cam
bridge.org/core . IP address: 3.145.162.155 , on 25 D

ec 2024 at 08:41:52 , subject to the Cam
bridge Core term

s of use, available at https://w
w

w
.cam

bridge.org/core/term
s .

https://doi.org/10.1017/jwe.2024.24
https://www.cambridge.org/core
https://www.cambridge.org/core/terms


Journal of Wine Economics 5

Table 1. Descriptive Statistics

Mean Median SD Min. Max. Obs.

Panel (a): Small-scale Retailer Outcomes

Survival 0.35 0 0.48 0 1 2,380,686

Employment 1.40 0 4.88 0 1,061 2,380,686

Revenue 210.67 0 871.66 0 249,800 2,380,686

Panel (b): Corporate Entry by Distance Band

Less than 1 mile 0.17 0 0.53 0 11 2,380,686

1–5 Miles 1.95 1 3.36 0 59 2,380,686

5–10 Miles 3.86 2 5.82 0 88 2,380,686

10–25 Miles 13.78 7 16.29 0 183 2,380,686

Note. The table shows the descriptive statistics of the outcome and treatment variables. We calculated the sum, mean,
median, standarddeviation (SD),minimum(min.),maximum(max.), andobservationnumbers (obs.) for the threeoutcome
variables (survival, employment, and revenue). The revenue descriptive statistics are scaled in $1,000.

Industry Classification System (NAICS) codes, which are self-reported by each estab-
lishment. The NAICS codes in our NETS version are from the 2017 NAICS classifica-
tion. To identify alcohol retail businesses, we rely on the North American Industry
Classification System (NAICS) codes for each establishment. We use NAICS code
445310 (Beer, Wine, and Liquor Stores) for the analysis and focus on the period
from 2000 to 2020 to exclude the potential effects of the COVID-19 pandemic.
Barnatchez et al. (2017) find that NETS correlates strongly with official statistics but
does not entirely cover the same firm universe. Lastly, we use the 2013 Rural-Urban
Continuum Codes (RUCC) codes to distinguish metropolitan from nonmetropolitan
areas as a proxy for urbanization, where 2013 represents the midpoint of the sample
period (Economic Research Service, 2024). The descriptive statistics for corporate and
small-scale alcohol retailers are provided in Table 1.

III. Results and discussion
Table 2 illustrates the trends in market concentration within the U.S. alcohol retail
industry, analyzed in 5-year intervals from 2000 to 2020. This analysis utilizes the HHI
across four market segments in both metropolitan and nonmetropolitan alcohol retail
markets.TheHHI quantifiesmarket concentration by summing the squares of the indi-
vidualmarket shares of all firmswithin the industry; it ranges fromnearly 0 (indicating
very low concentration) to 10,000 (signifying high concentration). According to the
Antitrust Division of the U.S. Department of Justice (2024), a market with an HHI
between 1,000 and 1,800 is moderately concentrated, while an HHI above 1,800 indi-
cates a high concentration. Our findings reveal that, at the national level, the HHI is
below 10 and has been rising by approximately 1.6% annually since 2000. However,
when focusing on smaller market definitions, the average HHI is significantly larger.
For example, at the county level, the HHI exceeds 4,000, with a decrease of about 0.5%
annually in metropolitan areas and an increase of 0.3% annually in nonmetropolitan
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Table 3. Corporate retailer entry effects by distance band

Survival Employment Revenue

Less than 1 mile 0.0112*** 0.0035** 0.0037**

(0.0011) (0.0014) (0.0016)

1–5 Miles 0.0050*** 0.0001 −0.0003

(0.0003) (0.0004) (0.0004)

5–10 Miles 0.0026*** 0.0003 0.0001

(0.0002) (0.0003) (0.0003)

10–25 Miles 0.0000 0.0001 0.0001

(0.0001) (0.0001) (0.0001)

Adjusted R-squared 0.520 0.910 0.918

Observations 1,814,200 635,459 635,431

Note. The table shows estimates of the corporate retailer entry effect on the survival, employment, and revenue of small-
scale alcohol retailers by distance band. All regressions include retailer location fixed effects, year dummies, and linear
market trends. Standard errors are adjusted for within-cluster correlation at the retailer level.
***, **, and * indicate statistical significance at the 1%, 5%, and 10% confidence levels, respectively.

areas since 2000. This suggests that the U.S. alcohol retail industry exhibits high con-
centration at the substate level, with nonmetropolitan areas displaying nearly double
the HHI of metropolitan regions at the same level.

Table 3 shows the impact of corporate entry on the survival, employment, and
revenue of incumbent small-scale alcohol retailers by distance band. Each regres-
sion includes retailer location fixed effects, year dummies, and linear market trends.
Corporate entry within 1 mile of the incumbent retailer increases the survival proba-
bility by 1.1%.This effect decreaseswith distance. An additional entry between 5 and 10
miles from the small-scale retailer increases the survival probability by less than 0.3%.
Interestingly, the impact of corporate entry on employment and revenue is positive
within the 1-mile distance band but statistically insignificant further away. Corporate
entry within 1 mile of the incumbent location results in 0.4% higher employment and
revenue for those small-scale retailers. In contrast, entry beyond has no discernible
impact on their employment and revenue. These estimates imply that corporate entry
has a negligible or small positive impact on incumbent small-scale retailers.Thepattern
can be explained by agglomeration economies, which benefit small-scale incumbents
when corporate entry takes place in proximity. Agglomeration economies benefit
small-scale retailers by lowering search costs when consumers choose among differ-
entiated services (Ahn, 2019; Rosenthal and Strange, 2020). This pattern implies that
any reduction in sales from increased competition is more than offset by increased
sales from higher customer traffic. (Sharma and Chung, 2022), a likely driver for
the observed positive survival effects and the minimal impact on employment and
revenue.

To better understand how the corporate effect effects evolved, we estimate
Equation 1, including an interaction termwith 5-year intervals.The results of this anal-
ysis are presented in Table 4. Interestingly, the positive impact of corporate entry on the
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survival probability more than doubled from 0.8% to 1.7% within the last 20 years for
the less than 1-mile distance band.Although there is no consistent evidence for positive
revenue effects within this distance band, the employment of incumbent small-scale
retailers is about 0.7% higher between 2016 and 2020. Interestingly, we also find evi-
dence of adverse corporate entry effects for the distance band 10–25 miles. This speaks
to potential customer substitution between small-scale and corporate alcohol retailers
within this distance band. To further understand how the corporate entry effect may
differ between urban and rural communities, we estimate Equation 1 with an inter-
action term for metropolitan and nonmetropolitan alcohol retail markets. The results
in Table 5 indicate that the agglomeration economies caused by corporate entrymainly
operate in metropolitan markets. The magnitude of those estimates is like that of the
baseline estimates. In contrast, there is no evidence of a positive association between
corporate entry and the survival, employment, and revenue of incumbent small-scale
retailers in nonmetropolitan markets, which supports our hypothesis that agglomera-
tion economies drive the observed positive survival effects for incumbent small-scale
alcohol retailers (Rosenthal and Strange, 2020).

IV. Conclusion
This paper investigated the consequences of corporate expansion in the U.S. alcohol
retail sector on incumbent small-scale retailers. We utilized establishment-level data
from NETS covering all U.S. alcohol retail businesses from 2000 to 2020 to explore
market competition dynamics in states without alcohol monopolies. Our analysis
focused on geographical proximity between new corporate entries and existing small-
scale retailers, examining the implications for survival rates, employment, and revenue
within a 25-mile radius. Our empirical strategy quantified the impact of corporate
entries on the alcohol retail landscape by isolating the effects of these entries from
broader market trends (Arcidiacono et al., 2020).

The core findings of our empirical analysis show that proximity to corporate entries
correlates with a positive impact on the economic performance of small-scale alcohol
retailers. This could be driven by the specialization of small-scale retailers on higher-
end products. Although there is minimal evidence that the presence of corporate
retailers improves the employment and revenue of small-scale businesses within a 1-
mile radius, these entries significantly increase the survivability of incumbent retailers.
This trend is primarily driven by incumbent retailers in metropolitan markets, where
the density of both consumer base and corporate entries amplifies competitive pres-
sures but also leads to agglomeration economies (Rosenthal and Strange, 2020). Over
time, these positive effects have persisted and intensified, suggesting that corporate
growth strategies may be progressively benefiting smaller alcohol retail establishments
in metropolitan markets (Jernigan and Ross, 2020; Connolly et al., 2023).

Our analysis highlights important considerations for policymakers and industry
stakeholders. These insights underscore the need for regulatory frameworks that con-
sider the spatial dimensions of market competition and the unique vulnerabilities of
small-scale retailers in corporatizing sectors. By providing a nuanced understanding
of how corporate retail strategies affect local market dynamics, our research con-
tributes to ongoing discussions about market regulation and the necessary support
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Table 4. Treatment heterogeneity over time

Survival Employment Revenue

Panel (a): 2001–2005

Less than 1 mile 0.0081*** 0.0024 0.0052

(0.0030) (0.0036) (0.0044)

1–5 Miles 0.0049*** −0.0015 −0.0012

(0.0007) (0.0010) (0.0011)

5–10 Miles 0.0027*** 0.0006 0.0001

(0.0005) (0.0007) (0.0007)

10–25 Miles 0.0000 0.0004* 0.0006**

(0.0002) (0.0002) (0.0003)

Panel (b): 2006–2010

Less than 1 mile 0.0102*** 0.0026 0.0033

(0.0028) (0.0028) (0.0031)

1–5 Miles 0.0040*** 0.0001 −0.0007

(0.0007) (0.0007) (0.0008)

5–10 Miles 0.0034*** −0.0002 −0.0006

(0.0005) (0.0005) (0.0006)

10–25 Miles −0.0003 0.0001 0.0001

(0.0002) (0.0002) (0.0002)

Panel (c): 2011–2015

Less than 1 mile 0.0117*** 0.0069** 0.0070*

(0.0030) (0.0033) (0.0038)

1–5 Miles 0.0050*** 0.0008 −0.0004

(0.0008) (0.0008) (0.0009)

5–10 Miles 0.0024*** −0.0003 −0.0008

(0.0005) (0.0006) (0.0006)

10–25 Miles −0.0003 −0.0003 −0.0005*

(0.0002) (0.0002) (0.0003)

Panel (d): 2016–2020

Less than 1 mile 0.0168*** 0.0070** 0.0032

(0.0033) (0.0034) (0.0038)

1–5 Miles 0.0060*** 0.0019** 0.0009

(0.0008) (0.0008) (0.0009)

5–10 Miles 0.0018*** −0.0001 −0.0005

(0.0006) (0.0006) (0.0007)

(Continued)

https://doi.org/10.1017/jw
e.2024.24

D
ow

nloaded from
 https://w

w
w

.cam
bridge.org/core . IP address: 3.145.162.155 , on 25 D

ec 2024 at 08:41:52 , subject to the Cam
bridge Core term

s of use, available at https://w
w

w
.cam

bridge.org/core/term
s .

https://doi.org/10.1017/jwe.2024.24
https://www.cambridge.org/core
https://www.cambridge.org/core/terms


Journal of Wine Economics 11

Table 4. (Continued.)

Survival Employment Revenue

10–25 Miles −0.0002 −0.0007*** −0.0007***

(0.0002) (0.0002) (0.0002)

Adjusted R-squared 0.520 0.910 0.918

Observations 1,814,200 635,459 635,431

Note. The table shows estimates of the corporate retailer entry effect on the survival, employment, and revenue of small-
scale alcohol retailers by distance band over time. All regressions include retailer location fixed effects, year dummies, and
linear market trends. Standard errors are adjusted for within-cluster correlation at the retailer level.
***, **, and * indicate statistical significance at the 1%, 5%, and 10% confidence levels, respectively.

Table 5. Treatment effects for metro and nonmetro markets

Survival Employment Revenue

Panel (a): Metropolitan Markets

Less than 1 mile 0.0112*** 0.0038 0.0038

(0.0025) (0.0027) (0.0030)

1–5 Miles 0.0049*** 0.0001 −0.0003

(0.0007) (0.0007) (0.0008)

5–10 Miles 0.0026*** 0.0003 0.0001

(0.0005) (0.0005) (0.0006)

10–25 Miles 0.0000 0.0001 0.0002

(0.0002) (0.0002) (0.0002)

Panel (b): Nonmetropolitan Markets

Less than 1 mile 0.0072 −0.0134 −0.0001

(0.0204) (0.0232) (0.0266)

1–5 Miles 0.0130 0.0009 0.0045

(0.0095) (0.0100) (0.0106)

5–10 Miles 0.0066 0.0067 0.0097

(0.0088) (0.0075) (0.0097)

10–25 Miles 0.0007 −0.0014 −0.0038*

(0.0025) (0.0018) (0.0022)

Adjusted R-squared 0.520 0.910 0.918

Observations 1,814,200 635,459 635,431

Note. The table shows estimates of the corporate retailer entry effect on the survival, employment, and revenue of
small-scale alcohol retailers by distance band for metropolitan and nonmetropolitan alcohol retail markets. All regres-
sions include retailer location fixed effects, year dummies, and linear market trends. Standard errors are adjusted for
within-cluster correlation at the retailer level.
***, **, and * indicate statistical significance at the 1%, 5%, and 10% confidence levels, respectively.

mechanisms to ensure the financial sustainability of small-scale businesses. The evi-
dence presented here supports a reevaluation of competitive strategies considering
their long-term effects on the industry’s structure and the economic health of smaller
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market participants. This paper thus adds a critical perspective to debates concerning
economic policy and market regulation in the evolving U.S. alcohol retail landscape.
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