
Prohibition: Unintended Consequences
When the Mayor of Berlin, Gustav Boess, visited 
New York City in the fall of 1929, one of the 
questions he had for his host, Mayor James J. Walker, 
was when Prohibition was to go into effect. The 
problem was that Prohibition had already been the 
law of the United States for nearly a decade. That 
Boess had to ask tells you plenty about how well it 
was working.

The Noble Experiment
When the Prohibition era in the United States began 
on January 19, 1920, a few sage observers predicted it 
would not go well. Certainly, previous attempts to 
outlaw the use of alcohol in American history had 
fared poorly. When a Massachusetts town banned the 

sale of alcohol in 1844, an enterprising tavern owner took to charging patrons for the price of seeing a striped 
pig—the drinks came free with the price of admission. When Maine passed a strict prohibition law in 1851, the 
result was not temperance, but resentment among the city's working class and Irish immigrant population. A 
deadly riot in Portland in 1855 lead to the law's repeal. Now, Prohibition was being implemented on a national 
scale, and being enshrined in the Constitution no less. What followed was a litany of unintended consequences.
This should have come as no surprise with a venture as experimental as Prohibition. It is no mistake that 
President Herbert Hoover's 1928 description of Prohibition as "a great social and economic experiment, noble in 
motive and far-reaching in purpose" entered the popular lexicon as "the noble experiment." It was unfortunate 

for the entire nation that the experiment failed as miserably 
as it did.

Economics of Prohibition
Prohibition's supporters were initially surprised by what did 
not come to pass during the dry era. When the law went into 
effect, they expected sales of clothing and household goods 
to skyrocket. Real estate developers and landlords expected 
rents to rise as saloons closed and neighborhoods improved. 
Chewing gum, grape juice, and soft drink companies all 
expected growth. Theater producers expected new crowds 
as Americans looked for new ways to entertain themselves 
without alcohol. None of it came to pass.

Instead, the unintended consequences proved to be a decline in amusement and entertainment industries across 
the board. Restaurants failed, as they could no longer make a profit without legal liquor sales. Theater revenues 
declined rather than increase, and few of the other economic benefits that had been predicted came to pass.

On the whole, the initial economic effects of Prohibition were largely negative. The closing of breweries, 
distilleries and saloons led to the elimination of thousands of jobs, and in turn thousands more jobs were 
eliminated for barrel makers, truckers, waiters, and other related trades.

The unintended economic consequences of Prohibition didn't stop there. One of the most profound effects of 
Prohibition was on government tax revenues. Before Prohibition, many states relied heavily on excise taxes in 
liquor sales to fund their budgets. In New York, almost 75% of the state's revenue was derived from liquor 
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taxes. With Prohibition in effect, that revenue was immediately lost. At the national 
level, Prohibition cost the federal government a total of $11 billion in lost tax 
revenue, while costing over $300 million to enforce. The most lasting consequence 
was that many states and the federal government would come to rely on income tax 
revenue to fund their budgets going forward.

"Cat and Mouse"

Prohibition led to many more unintended
consequences because of the cat and mouse nature of Prohibition enforcement. While the Eighteenth 
Amendment prohibited the manufacture, sale and transportation of intoxicating beverages, it did not outlaw the 
possession or consumption of alcohol in the United 
States. The Volstead Act, the federal law that provided 
for the enforcement of Prohibition, also left enough 
loopholes and quirks that it opened the door to myriad 
schemes to evade the dry mandate.

One of the legal exceptions to the Prohibition law was 
that pharmacists were allowed to dispense whiskey by 
prescription for any number of ailments, ranging from 
anxiety to influenza. Bootleggers quickly discovered 
that running a pharmacy was a perfect front for their 
trade. As a result, the number of registered pharmacists 
in New York State tripled during the Prohibition era.

Because Americans were also allowed to obtain wine 
for religious purposes, enrollments rose at churches and 
synagogues, and cities saw a large increase in the 
number of self-professed rabbis who could obtain wine for their congregations.

The law was unclear when it came to Americans making wine at home. With a wink and a nod, the American 
grape industry began selling kits of juice concentrate with warnings not to leave them sitting too long or else 
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they could ferment and turn into wine. Home stills were technically illegal, but Americans found they could 
purchase them at many hardware stores, while instructions for distilling could be found in public libraries in 
pamphlets issued by the U.S. Department of Agriculture. The law that was meant to stop Americans from 
drinking was instead turning many of them into experts on how to make it.

The trade in unregulated alcohol had serious consequences for public health. As the trade in illegal alcohol 
became more lucrative, the quality of alcohol on the black market declined. On average, 1000 Americans died 
every year during the Prohibition from the effects of drinking tainted liquor.

The Greatest Consequence

The effects of Prohibition on law enforcement were also negative. The sums of money being exchanged during 
the dry era proved a corrupting influence in both the federal Bureau of Prohibition and at the state and local 
level. Police officers and Prohibition agents alike were frequently tempted by bribes or the lucrative opportunity 
to go into bootlegging themselves. Many stayed 
honest, but enough succumbed to the temptation 
that the stereotype of the corrupt Prohibition 
agent or local cop undermined public trust in law 
enforcement for the duration of the era.

The growth of the illegal liquor trade under 
Prohibition made criminals of millions of 
Americans. As the decade progressed, court 
rooms and jails overflowed, and the legal system 
failed to keep up. Many defendants in 
prohibition cases waited over a year to be 
brought to trial. As the backlog of cases 
increased, the judicial system turned to the "plea 
bargain" to clear hundreds of cases at a time, 
making a it common practice in American 
jurisprudence for the first time.

The greatest unintended consequence of Prohibition however, was the plainest to see. For over a decade, the law 
that was meant to foster temperance instead fostered intemperance and excess. The solution the United States 
had devised to address the problem of alcohol abuse had instead made the problem even worse. The statistics of 
the period are notoriously unreliable, but it is very clear that in many parts of the United States more people 
were drinking, and people were drinking more.

There is little doubt that Prohibition failed to achieve what it set out to do, and that its unintended consequences 
were far more far reaching than its few benefits. The ultimate lesson is two-fold. Watch out for solutions that 
end up worse than the problems they set out to solve, and remember that the Constitution is no place for 
experiments, noble or otherwise.

By Michael Lerner, historian
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