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Good afternoon Chairman Taylor, Chairman Santoni and members of the committee.  My 
name is Neil Cashman and I am appearing today on behalf of the Independent State Store 
Union (ISSU), which represents the first level supervisory personnel employed in the 623 
state owned and operated liquor stores throughout the Commonwealth.   
 
Accompanying me today is Dennis Harty, ISSU President and David Wanamaker, Immediate 
Past-President and current Executive Board member.   We truly appreciate the opportunity to 
appear before you today to discuss the issue of privatization of the state liquor store system.  
 
Responsible and Reasonable Alcohol Policy 
 

In the past, ISSU has defended the existing state store system based on the responsible and 
reasonable alcohol policy argument and “public good” benefits, and we will continue to focus 
our defense of the current system based on those arguments going forward.   
 
We strongly believe that Pennsylvania has the most responsible and effective alcohol 
distribution system in the world.  We believe that our system is far superior in curbing and 
reducing the harms associated with the irresponsible use and abuse of alcohol that occur 
under privatized distribution systems.  
 
The current system protects all Pennsylvanians -- drinkers and non-drinkers; urban, suburban 
and rural residents; Republicans, Democrats and Independents -- and has done so for more 
than seventy-seven years. 
 
It is imperative to remember that alcohol is the most widely used and abused drug in the 
nation -- both for “of age” and “underage” individuals.  Irresponsible use and abuse of alcohol 
comes with attendant societal ills, harms and health related issues.  Numerous research and 
policy studies have consistently concluded that state controlled alcohol distribution systems -- 
such as the system Pennsylvania currently has in place -- reduces the harms associated with 
alcohol abuse by promoting the responsible distribution and consumption of alcohol.  We 
have included copies of several of those studies with our testimony for your review.   
 
The first document is a copy of testimony offered by Dr. Ted Miller before the Senate Law 
and Justice Committee in February of 2011.  Dr. Miller is a researcher with the Pacific 
Institute for Research and Evaluation (PIRE), a non-profit organization specializing in 
preventative health research.  In his testimony, Dr. Miller clearly and succinctly addressed a 
variety of social harms and issues associated with alcohol use or abuse and assessed the 
impact a privatized alcohol sale system in Pennsylvania would have on several quality of life 
issues including costs associated with substance abuse, underage drinking, juvenile violence 
and alcohol related crime.   
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Dr. Miller’s testimony raises a number of issues and questions that the legislature should 
consider when contemplating a major policy decision such as privatizing the current alcohol 
distribution system.  
 
Other states that have privatized their retail liquor systems have often experienced a dramatic 
increase in retail liquor outlets.  To fully understand the impact of such an increase, we have 
provided several research documents discussing retail alcohol outlet density and the impact 
on public health, consumption, abuse, crime, violence and other negative consequences 
associated with an increase in retail alcohol outlets.   
 
While we are not going to discuss these studies point by point, we want to provide this 
information to the committee so you have resources available to assess the impact of 
privatization on your communities and your constituents while considering such a major 
policy shift.   
 
Cost of the Current System 
 

In his first budget address, the Governor stated that “the cost of government will never be 
cost free,” but, our current alcohol control and distribution system is exactly that – cost free.   
 
The current system has not cost the state, or more importantly, its taxpayers, one penny in 
over seventy-seven years.  The system is self-supporting and pays all costs associated with 
its operation – including salaries, benefits, pensions and related cost for all its employees – 
out of its sales revenue.  Under the current system, if you do not consume alcohol, you do not 
pay one cent toward the operation of the system.   
 
In fact, the current system is not only totally self-supporting, but has generated over $503.8 
million in revenue to the state budget during last year alone and provided an additional $26.5 
million in funding for alcohol enforcement, drug and alcohol programs and municipal budgets.   
 
At a time when every elected official throughout this Commonwealth is concerned with 
decreasing revenue and financial support necessary to maintain programs and services, it 
makes no sense to target for elimination an income producing system solely for the purpose 
of making government smaller.   
 
However, it is important to remember that the justification for a state owned and operated 
alcohol monopoly is to promote and protect public health and minimize the potential harmful 
effects of alcohol consumption.   The revenue generated from such a system should be 
secondary to the public health and safety issues.   
 
While it is difficult to ignore the financial benefit of such a system to the Commonwealth, we 
should not let it become the primary focus of this debate.  This debate should be about good 
alcohol policy for ALL the residents of Pennsylvania.  
 
Access to Alcohol by Minors 
 

Access to and consumption of alcohol by underage individuals is obviously a huge concern 
and issue in the privatization debate. To illustrate the degree and frequency that sales to 
minors occur in privatized states, we have included press clips indicating multiple instances 
of sales to minors by private liquor retailers in privatized states.  
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Of particular note is an article from just last week where the New York Liquor Authority, in a 
joint operation with the NYPD, nabbed 118 out of 234 licensed grocery and liquor stores for 
sales of alcohol to minors.  Also of interest is an article where a private liquor retailer was 
cited for not only selling to minors but also delivering the liquor to underage students at a 
Boston area college.   
 
Despite claims from privatization proponents that sales to minors will not be a problem, these 
news stories prove that alcohol sales to minors by private liquor stores is a serious and 
growing problem in privatized sales states. If our current liquor distribution system is 
privatized, similar headlines may be appearing in your local paper in the near future. 
 
Preventing Excessive Alcohol Consumption 
 

To support our argument that a state owned and operated alcohol monopoly is better suited 
to promote and protect public health and minimize the potential harmful effects of alcohol 
consumption, we have enclosed a copy of the report entitled Preventing Excessive Alcohol 
Consumption: Privatization of Retail Alcohol Sales.  The report was issued in March of this 
year by the Centers for Disease Control and represents the work of the Task Force on 
Community Preventive Services.   
 
The Task Force issued the following findings and recommendations:   
 

“Based on its charge to identify effective disease and injury prevention measures, 
the Task Force recommends against the further privatization of alcohol sales in 
settings with current government control of retail sales, based on strong evidence 
that privatization results in increased per capita alcohol consumption, a well-
established proxy for excessive consumption.” 

 
The CDC’s Task Force on Community Preventative Services also conducted studies that 
address other systematic issues and concerns generally associated with privatization 
including pricing of alcohol products, limiting days of alcohol sales, limiting hours of alcohol 
sales and outlet density.  These reports list harms associated with each issue and I would 
strongly suggest that each member take the time to read them. 
 
Appropriate Roll of States 
 

The privatization profiteers involved in this debate continually say that the current retail 
distribution system of wine and liquor in Pennsylvania is not a core function of government 
and states should not be in the business.   
 
We strongly disagree and completely reject that premise.  Numerous research and policy 
studies, including the CDC report referenced above, have repeatedly concluded that the 
responsible control and distribution of alcohol promotes and protects the health, safety and 
welfare of the public.  We can think of nothing that defines “core function of government” 
more than protecting the health, safety and welfare of all our citizens.   
 
The same “core function of government” argument has been used by privatization proponents 
in other states as well and has been rejected.  For example, in Virginia, the privatization 
proponents have been using the all too familiar argument that the state has no business 
selling distilled spirits.   

http://www.thecommunityguide.org/about/methods.html#categories


4 
 

That declaration drew the following response from prominent Republican Delegate R. Lee 
Ware. Jr.;  
 

“The control of the sale of alcoholic beverages is a legitimate function of state 
government in serving the public good.  Consequently, the free-market assertion 
regarding privatization is at best secondary to the public good."   

 
The fact that a prominent Republican legislator in Virginia is willing to speak out in opposition 
to a privatization plan proposed by a governor of his own political party helps to emphasize 
that this is not a Republican versus Democrat issue – it is an issue of public good and public 
protection. 
 
Likewise, as the debate begins to intensify here, it also would be wise to remember that this 
issue is not about Republicans or Democrats -- it is about all Pennsylvanians in urban, 
suburban and rural communities in every region of this Commonwealth.  It is also important to 
remember that alcohol is not an ordinary commodity and should not be treated as such.  It is 
the number one abused drug in the nation.  
 
Alcohol Enforcement 
 

Despite the fact that House Bill 11 purports to increase enforcement efforts for alcohol related 
laws and regulations, the bill does not provide any funding for those increased enforcement 
efforts.  As drafted, HB 11 merely provides that municipal police departments have 
concurrent jurisdiction to enforce such laws.   
 
At a time when every municipal government is struggling to provide and maintain current 
services, why does the bill assume that municipalities and their police departments will be 
able to undertake and effectively administer these new responsibilities?   
 
Who is going to pay for increased costs associated with overtime for enforcement efforts?  
What happens in municipalities that have part time law enforcement agencies?  What 
happens in municipalities that have no police department?  
 
As illustrated in the press clips provided with our testimony, many local liquor law 
enforcement efforts are funded through special grants for this specific purpose.  The grants, 
not unlike grants for DUI or traffic safety enforcement, are provided for a specific and limited 
period of intense enforcement.  The grants are needed because municipalities and their 
police departments do not have the requisite financial resources to conduct adequate or 
regular enforcement efforts – let alone such targeted enforcement.  
 
Even if such special targeted enforcement efforts are funded, will municipal governments 
have the financial resources available from their general fund budgets to ensure that 
adequate and effective liquor law enforcement efforts are available throughout the year?   
 
Emergency Tax on Alcohol 
 

Privatization proponents consistently cite 18% emergency tax on alcohol as a burden on 
consumers and state that it inflates prices of alcohol in Pennsylvania.  They have also taken 
the liberty to declare that the elimination of the “Johnstown Flood Tax” is a key provision of 
HB 11 and a beneficial reform realized through privatization.   
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However, while HB 11 may in fact eliminate the emergency tax on alcohol, the bill replaces it 
with a gallonage tax that will produce the same level of revenue. 
 
We believe that it is disingenuous and outright deceitful to cite the elimination of the 
emergency tax on alcohol as a reason to support HB 11 when in reality the taxes do not 
really disappear.  In fact, under the gallonage tax proposed in HB 11, taxes on certain 
products will increase.  Because the gallonage tax is based on volume rather than price, it 
has a greater impact on lower priced products and less impact on higher priced products.  As 
a result, the most popular low to moderate priced products will actually increase because of 
the new tax. 
 
Additionally, as currently proposed, the gallonage tax contained in HB 11 will create the 
highest tax in the nation on wine and one of the highest on spirits – so much for the 
elimination of a burdensome tax on consumers. 
 
Cheaper Product Prices 
 

Again, in an effort to gain support for privatization in general and HB 11 specifically, 
proponents consistently cite reduced prices for consumers as a stated objective and goal.  
However, the PFM report suggests that there will be no change in prices or a minor price 
increase depending on how privatization is implemented. 
 
The PFM report indicates that there are only 18 counties out of 67 that will be able to 
experience competitive price pressures significant enough to influence the pricing model 
discussed above.  And then only to a point where prices in those 18 counties will be slightly 
lower than the model discussed above.   
 
The bottom line is residents in 18 counties may experience a slight price decrease from 
current prices and residents in the remaining 49 counties will experience no change or will 
experience a slight price increase.   
 
The PFM report clearly indicates that HB 11 fails to meet its stated objective of reducing 
prices of alcohol products in the Commonwealth.  Absent the dramatic product price 
reductions promised under privatization, it becomes clear that HB 11 is not the consumer 
oriented proposal that it was marketed as.   
 
Winners and Losers 
 

Because HB 11 restricts the number of licenses available statewide and also limits them to 
certain geographic areas, there will not be enough licenses available to award all “eligible” 
entities a license to operate a liquor store. 
 
As a result, not every grocery store in a chain of grocery stores will be able to secure a 
license for liquor sales and not every grocery store in the state will be able to operate as a 
liquor store.   This will create winners and losers within chain store operations and among 
rival store chains. 
 
While the restricted number of licenses available under HB 11 is reasonable and necessary 
to prevent outright proliferation of alcohol outlets, it is another indication that the bill is not the 
consumer friendly legislation that was promised to the public.   
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HB 11 is being marketed and sold as a way to provide convenience for shoppers – pick up a 
bottle of wine or spirits as you shop for your dinner party needs.  What they didn’t tell the 
public was that if your grocery store doesn’t get a license, you will have to go to a different 
grocery store for your wine – still sounds like two stops to me.  And, since beer sales are not 
addressed in this bill, you will still have to make a third stop for a case of beer. 
 
Not Ready for Prime Time 
 

With most legislative proposals, it is said that “the devil is in the detail” but it may be more 
appropriate to say “the devil is the detail” when discussing HB 11-- it promises one thing and 
delivers another.   
 
Proponents of state store privatization claim that the public overwhelmingly supports 
privatization but we wonder how many of their constituents really know what HB 11 offers.   
 

 Do they know prices are not dramatically reduced as was promised? 

 Do they know convenience is not greatly improved as was promised? 

 Do they know selection is not significantly expanded as was promised?   

 Do they know rural areas of the state will likely be underserved? 

 Do they know it does not produce the $2 billion that was originally promised? 

 Do they know the “Johnstown Flood Tax” really doesn’t go away – it is just replaced 
with a new tax which increases the prices of popular items? 

 Do they know the bill creates 1250, 1500 or maybe as many as 3500 private retail 
outlets but there are no real enforcement provisions? 

 Do they know the bill gives local police the responsibility for enforcement without 
providing necessary and much needed funding for those enforcement efforts? 

 
Despite the hype of a more consumer responsive, revenue enhancing, free enterprise friendly 
alternative to the current state store system, HB 11 is simply an ill-conceived plan to transfer 
this valuable public asset and proven revenue generator to selected businesses in the private 
sector – big box stores, large retail operations, and supermarket chain stores. 
 
 
Conclusion 
 

With all due respect, we would suggest that House Bill 11 is not yet ready for prime time – 
there are still numerous questions unanswered, impacts on affected interests need to be 
assessed and major policy implications should be more thoroughly addressed.   
 
Additionally, we would also suggest that the issue of privatization itself may not yet be ready 
for prime time either.  A recent poll by Franklin and Marshall College showed that 52% of 
those surveyed said privatization of the state stores was one of the least important issues the 
legislature should be considering while only 5% said it was the most important. 
 
Likewise, now that the bill is receiving more public scrutiny, we question if the majority of the 
public would support the bill.  The simple question of “do you favor privatization” or “do you 
favor privatization for $2 billion in revenue” is likely to receive a higher percent of support than 
a question on privatization with specific details and implications of such a plan.   
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With this in mind, we would request that you not rush one of the most important public policy 
issues facing the legislature in over a decade through the committee process.  We would ask 
that you continue conducting hearings on the proposal in order to hear from all represented 
and affected groups.   
 
We are aware that a voting meeting is scheduled to consider the bill on December 13th, and 
we are cognizant that there will likely be numerous or substantial amendments to the bill at 
that time.  If the bill is amended in committee, we would respectfully request that the bill be 
tabled so that the affected parties have adequate time to assess any such amendment and 
offer feedback on its implications.   
 
Finally, as I stated earlier, this debate should be about good alcohol policy.  We firmly believe 
our current system is prepared to address, minimize and even prevent a number of negative 
social and public health and safety issues associated with alcohol consumption better than 
any privatized sale and distribution system.    
 
In our opinion, and we hope yours, the current system is more than adequately performing a 
critical public health, safety and welfare function. 
 
The privatization of the current state store system is not only an ill-conceived plan financially 
but, more importantly, it is an irresponsible alcohol policy.  We see no public benefit to a 
system that elevates alcohol to the status of a “staple” in the lives of Pennsylvanians to the 
point that they need to access to it when they purchase their bread, milk and eggs. 
 
We hope that you and your colleagues in the General Assembly will seriously consider the 
concerns raised here today – and the many more that will surely surface at future hearings – 
when considering any privatization bill.  We hope that ultimately you will reject the selfish 
motives of the privatization profiteers in favor of the Common Good for the Commonwealth. 
 


