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Thank you Chairman Taylor and members of the committee for the opportunity to 

testify.  I’m Matt Brouillette, President and CEO of the Commonwealth Foundation for 
Public Policy Alternatives.  

 
When the Pennsylvania Liquor Control Board (PLCB) was organized in 1933, Gov. 

Gifford Pinchot declared the PLCB would “discourage the purchase of alcoholic beverages 
by making it as inconvenient and expensive as possible.”  The PLCB continues to succeed at 
this inconvenient and expensive mission, losing significant sales and tax revenue to other 
states as a result and depriving citizens of the conveniences enjoyed in nearly every other 
state in the nation.  

 
It is no coincidence that Utah and Pennsylvania are the only states where government 

has a complete monopoly over wholesale and retail sales of wine and liquor, a remnant of 
Prohibition.  Most states (30) have never had government involved in selling alcohol, and 
those that have are moving toward freer markets, not government monopolies. 

 
Today, the PLCB operates with a clear conflict of interest that costs Pennsylvanians time 

and money.  It acts as both alcohol retailer and regulator, akin to a pyromaniac preaching 
fire prevention.  The PLCB starts the fire by advertising and encouraging liquor sales, like 
the many billboards we see surrounding Harrisburg that tell consumers to stock up at the 
PLCB, spending millions of taxpayer dollars on advertising and marketing each year, then 
tries to put out the fire with alcohol awareness and prevention programs.  This lack of 
accountability goes so far that the State Police, which regularly perform sting operations on 
bars and restaurants, do not perform these same compliance checks in state-run liquor 
stores, instead allowing the PLCB to police its own operations. 
 

Moreover, the efforts to make a government monopoly act more like a private business 
have led to a series of miscues, gaffes, and poor decisions that have cost taxpayers millions 
in wasted dollars.  

 

• The PLCB poured out $66 million and counting in taxpayer money into an inventory 
system that failed to compute adequate inventory, causing widespread shortages.  
These shortages caused massive hoarding by store managers and then led to the over-
ordering of alcohol and a surplus of more than one million bottles.  The Auditor 
General found that the PLCB stored the surplus inventory in non-temperature 
controlled trailers at more than 100 degrees that cost taxpayers an additional 
$500,000 to store in makeshift trailers by temporary employees. 
 

• The PLCB—despite strong reservations about the viability of the idea—thought 
customers would flock to wine kiosks.  This quickly proved to be a customer 
catastrophe and a waste of money.  First shoppers, then retailers like Wegmans and 
Wal-Mart rejected the inconvenient kiosks.  Then PLCB finally nixed the program, 
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with the contractors reportedly owing the state more than $1 million for the failed 
program.  
 

• The PLCB has engaged in rampant cronyism.  A contract that cost Pennsylvanians 
more than $287,000 was awarded to a company owned by the husband of a high-
ranking PLCB official to conduct “courtesy training” to store employees.  And the 
PLCB rewards its own, creating new high-paid positions (the CEO makes more than 
$162,000 annually) on the taxpayers’ dime.  This was also a large problem with the 
wine kiosks, as a single-bid contract was awarded to a company owned by political 
contributors of former Gov. Ed Rendell who contributed more than $400,000 to his 
campaigns.   
 

• Financial records provided by the PLCB indicate that central administrative support 
costs increased 150 percent since 2000 and 94 percent in just the past two years.  
This uncontrolled spending is likely part of the reason why in 2011, the PLCB did 
not have enough money available to cover its $105 million transfer to the state’s 
General Fund, resulting in a year-end fund balance of negative $31 million. 
 

• The PLCB commissioned a private advertising firm to conduct a market analysis, 
which the PLCB used in prior testimony to demonstrate how consumer friendly they 
are.  Yet this analysis found that almost half of Philadelphia area residents cross state 
lines to buy wine and spirits, costing Pennsylvania hundreds of millions of dollars 
each year in “border bleed.” 

 
 



3 
 

The Philadelphia Inquirer recently editorialized about the PLCB, saying, “Rarely before 
has any government agency so succinctly, thoroughly, and convincingly made the case for 
its own elimination.”  We couldn’t agree more.  Government in the booze business is a lose 
business—and the reasons for getting rid of the state monopoly over wine and spirit sales 
are overwhelming.  Yet concerns about the details of privatization are why Pennsylvania 
remains behind the rest of the nation. 

   
Much of the discussion surrounding HB 11 and privatization of the government-run 

liquor stores is about revenue, both in terms of initial investment and annual revenue.  
While state revenue should not be the driving factor behind privatization, it is important to 
the discussion. 

 
The PFM Group report commissioned by Gov. Corbett outlines two models of 

privatization.  Both models include auctioning off wholesale operations (distribution to 
stores, bars and restaurants, hotels and the like) for an estimated one-time value of up to 
$600 million, but the models differ in how they would privatize retail operations.  

 
The first, similar to HB 11, would limit the total number of wine and spirits stores to 

1,500, and would auction off each license to the highest bidder—a one-time auction, for a 
permanent license.  This maximizes up-front revenue (upwards of $1.6 billion in total up-
front money from privatization) but it limits future entry for other retailers.  Annual fees on 
stores would cover the cost of the PLCB role as overseer and regulator of the privatized 
market.   

 
The second model is a market-based approach, in which any private store can enter into 

the liquor sales market by applying to the PLCB and paying an annual license fee.  The 
result would be more stores (PFM estimates the market would bear 3,500 licensed retailers), 
greater competition among stores, with less up-front revenue, but more annual revenue from 
fees. 

 
We favor the second approach.  The one-time windfall may look appealing, but 

consumers don’t want to replace a government alcohol monopoly with a private one; they 
want real choices and real convenience.  Residents want to be able to go to one store to buy 
their groceries, pick up a bottle of wine, and buy a six pack of beer.  In other words, 
Pennsylvanians merely want what citizens enjoy in nearly every other state enjoys—more 
outlets and a greater variety of options.  For example, if Pennsylvania were to be simply at 
the national average in terms of wine and spirits outlets per resident, Pennsylvania should 
have more than 6,000 stores that sell wine and nearly 3,000 stores selling spirits. 

 
The question of replacing annual revenue also looms.  The PLCB returns approximately 

$500 million to the state’s General Fund.  But more than 80 percent of this revenue is from 
taxes collected from consumers—the Johnstown Flood Tax and the sales tax.  Further, any 
revenue a government monopoly takes from consumers above the cost of providing a 
service—the so-called “profits” of the PLCB—is an implicit excise tax, making wine and 
spirits more expensive.   

 
Both HB 11 and the PFM report propose a system of replacing current revenue with a 

gallonage tax.  The gallonage tax is more common in other states than ad valorem taxes.  
The transition from the 18 percent Johnstown Flood Tax would mean some products (lower 
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priced, higher volume) would have a higher tax, and others (higher priced) would have a 
lower tax under the new tax structure. 

 
The form of taxation should be of less concern than how much of a tax burden to impose 

on residents.  Pennsylvania    currently has some of the highest tax rates in the nation on wine 
and spirits.  Retaining the same tax revenue would keep    taxes high.  But privatization 
represents an opportunity to reduce taxes on consumers.  

 
In addition to revenue, the other major cause for concern has been the potential negative 

social impacts of privatization.  While the dangers of alcohol abuse are real and would 
continue to be concern of the PLCB, the picture painted by opponents of privately run 
liquor stores don’t match the reality of the experience of other states. 

 
If government control of wine and spirits sales means a safer state, Pennsylvania should 

be the one of the safest in the country.  This is far from the case.  Compared to bordering 
states and the national average, the commonwealth currently ranks in the middle-of-the-
pack or worse in alcohol-related deaths and alcohol-related traffic fatalities. 

 
• Pennsylvania ranks higher than 5 of 6 border states, and near the U.S. average, in 

alcohol-related deaths per 100,000 residents. 
 

• The commonwealth has more alcohol-related traffic fatalities per 100,000 
residents than 4 of 6 border states (slightly below U.S. average). 

 
• Pennsylvania ranks higher than 5 of 6 border states in the percentage of traffic 

fatalities related to alcohol use, at 32 percent, identical to the U.S. average. 
 

• Mothers Against Drunk Driving ranks Pennsylvania 30th in DUI safety, worse than 
all bordering states except Delaware. 

 

MADD Ranking

State Population

Total Alcohol 

Related Deaths 

(Avg. 2001-05)

Per 100,000 

Residents Number

% of total 

fatalities

Per 

100,000 

Residents

Per 1,000 

State Hwy 

Miles

DUI-related 

accidents per 

capita

Pennsylvania 12,632,780 3,210 25.41 406 32 3.21 3.33 30

Delaware 891,464 220 24.68 45 38 5.05 7.14 39

Maryland 5,737,274 1,278 22.28 162 30 2.82 5.15 17

New Jersey 8,732,811 1,772 20.29 149 25 1.71 3.84 3

New York 19,577,730 3,825 19.54 321 28 1.64 2.80 11

Ohio 11,532,111 2,875 24.93 324 32 2.81 2.63 26

West Virginia 1,825,513 573 31.39 115 32 6.30 2.98 29

United States 309,050,816 79,646 25.77 10,839 32 3.51 2.68

Alcohol Related Deaths Alcohol Related Traffic Fatalities, 2009

Pennsylvania Alcohol Related Deaths and Traffic Fatalities Compared to Bordering States

So urces: A lcohol Related Deaths: http://apps.nccd.cdc.go v/DA CH_ARDI/Default/Default.aspx;  Alco ho l Related Traffic Fatalities: http://www-

nrd.nhtsa.do t.gov/P ubs/811363.pdf;  Highway M iles: http://www.fhwa.dot.go v/po licyinfo rmatio n/statistics/2009/hm20.cfm;  M ADD Rankings: 

http://www.madd.o rg/drunk-driving/campaign/state-ranking/
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A survey by the U.S. Department of Health and Human Services ranks Pennsylvania 

higher than the national average in underage drinking, binge drinking, and underage binge 

drinking. 

 
 
If this seems counterintuitive, consider this related fact: In other states, most underage 

drinkers aren’t going into stores to buy liquor. Almost 90 percent of underage drinkers get 
their alcohol from someone else. Less than 5 percent of underage drinkers bought their own 
alcohol in a store.  Indeed, even looking at the context in Pennsylvania—almost three-
fourths of the alcohol consumed in Pennsylvania (which includes beer, along with wine and 
spirits consumed at restaurants and bars) isn’t sold at PLCB stores—shows why underage 
drinking isn’t tied to government monopolies over liquor stores. 

 
Critics of privatization claim the Center for Disease Control concluded that liquor store 

privatization increases alcohol consumption.  But the “CDC study” is really the preliminary 
recommendation of a task force under the CDC, and not yet “peer reviewed.”  The task force 
reviewed 21 studies with more than 30-year-old sales data, some of which found increased 
consumption following privatization; others found no change or decreases.  That is, the 
findings are mixed.  Moreover, none of the studies sampled showed that privatization 
increased DUIs, alcohol related deaths, underage drinking, or any other social harms. 

 
A 2009 review of the existing literature by Dr. Antony Davies of Duquesne University 

revealed numerous studies that came to no clear consensus.  For example, a 2003 study of 
alcohol outlet density and DUI fatalities in California over an eight-year period found that 
increased outlet density was associated either with no change in DUI fatalities or a decrease 
in DUI fatalities, depending on how one defines “density.”  A 2003 study of outlet density 
among students at eight public universities found a positive relationship between outlet 
density and self-reported drinking problems.  A 2005 study of alcohol privatization in 
Alberta over the period 1950 through 2000 found no relationship between privatization and 
DUI fatalities.  A 2006 study looking at privatization across all states for a single year found 
a positive relationship between privatization and DUI fatalities.  These and other studies 
provide conflicting stories as to the relationship between privatization and social outcomes. 

 
A study by Dr. Antony Davies and John Pulito of Duquesne University, commissioned by 

the Commonwealth Foundation, showed that the level of state control over alcohol sales has 

Alcohol Use in past month Age 12-20 Binge Drinking Age 12-20 Binge Drinking Age 12 +

Pennsylvania 29% 19% 24%

Delaware 30% 21% 25%

Maryland 28% 18% 22%

New Jersey 26% 18% 23%

New York 32% 20% 23%

Ohio 29% 21% 26%

West Virginia 24% 16% 19%

United States 27% 18% 23%

So urce: U.S. Department o f Health and Human Services, Substance A buse and M ental Health Statistics, 

http://www.oas.samhsa.go v/2k8State/AppB.htm

Underage and Binge Drinking Rates Among Pennsylvania and Its Border States
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no link to underage drinking, binge drinking, and DUI fatalities.  A follow-up study by 
Davies and Pulito examined 49 states over 21 years using sophisticated analytic techniques 
and finds that states with private alcohol markets have lower alcohol-related fatality rates. 

 
Many of the arguments against privatization aren’t about these true social harms—for 

which the evidence shows no link with government control—but increased “consumption” 
following privatization.  Consumption could increase dramatically if every adult drinker 
had one more glass of wine each month, but this does not create a policy problem.  And as 
long as “consumption” is measured in terms of sales, we expect to see an increase.   

 
In fact, the PFM study estimated sales of wine and spirits in Pennsylvania would 

increase by $100 million following privatization simply by reducing “border bleed.”  That 
is, fewer Pennsylvanians would buy their liquor in other states.  This matches the evidence 
from the PLCB survey mentioned above, which found that 45 percent of residents in the 
Philadelphia region bought wine and spirits outside Pennsylvania, even though it is illegal 
to transport it back into the state. 

 
The reality is that privatization creates no threat to public safety, but will result in 

economic gains.  The increase in sales and tax revenue in Pennsylvania from reduced border 
bleed would undoubtedly be even greater if we reduce taxes and increase competition. 

 
Here are several ways HB 11 can be improved to achieve a stronger free-market 

approach—one that Pennsylvanians both expect and deserve. 
 
First, remove or increase the arbitrary caps on the number of liquor stores proposed on 

the number of licenses each retailer can hold.  Limiting licenses prevents a truly 
competitive market from emerging.  More licenses generate more competition, better 
selection and lower prices for consumers.  Increasing the number of retail stores means 
more revenue, recapturing the hundreds of millions of dollars the state loses each year to 
border bleed, which means more jobs for Pennsylvanians.   

 
Second, we recommend eliminating unnecessary barriers to entry and protections 

against competition.  The prohibition of retail stores selling fuel prevents retailers with gas 
stations from obtaining licenses. Furthermore, the mandate to construct separate self-
contained areas solely for wine and spirits sales creates logistical problems and unnecessary 
additional costs for stores seeking licenses, while denying consumers real convenience.  
Provisions preventing competitors within one-quarter mile of a licensed store and limiting 
Class A licenses to one per zone should be eliminated to prevent a state monopoly from 
being replaced with several local monopolies. 

     
Third, all cities should be permitted to apply for space exemptions.  Class A retail stores 

in Philadelphia are exempt from the minimum square feet requirement of retail space.  This 
provision accounts for the higher costs and limited space in cities, but other areas of the 
state besides Philadelphia face these constraints as well. 

    
Fourth, current wholesalers should be exempt from unaffordable brand licensing fees.  

Pennsylvania has several small wine boutiques selling brands the PLCB does not carry.  
Some of these would be unable to continue doing business with the brand license fees 
under HB 11. 
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Fifth, taxes do not need to replace current levels.  Rather than replacing the current tax 

revenue through a gallonage tax, lawmakers should consider lowering the taxes paid by 
consumers.  Alcohol taxes should be set according to the rates needed to regulate and 
oversee the industry, not at levels to subsidize other government spending desires. 

 
Finally, the inclusion of expanded beer sales should be considered.  There are ways to 

ensure current distributors are held-harmless in this process, and a comprehensive 
modernization of Pennsylvania’s alcohol policies would further benefit consumers in the 
commonwealth. 

 
Poll after poll reveals that super-majorities of Pennsylvania voters want the government 

out of the booze business.  Support for privatization transcends party lines, gender, union 
membership, economic means, and all geographic regions of the state.  Pennsylvanians want 
more convenience, greater selection, and lower prices.  Privatization would certainly help 
deliver this demand for voters, and HB 11—with our recommendations for improvement—is 
a good step toward creating a real marketplace in wine and spirits sales.   

 
I thank you again for the opportunity to share our perspective, and I look forward to your 

questions. 

 

 


