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Mr. Chairman and members of the Committee, I am a former alcohol regulator who left to join
the alcohol and drug abuse prevention community. As a prevention advocate, my admiration of our state
and local regulatory systems increased as I immersed myself in the research on how to combat underage
drinking and other alcohol problems. My particular mission is to explain alcohol regulations in simple
terms and identify how they work to promote public health and safety. I operate a public education
campaign called the “Campaign for a Healthy Alcohol Marketplace” (www.healthyalcoholmarket.com.).
During the past seven years, I have worked with over 15 states providing advice on alcohol regulation
and have served as a legal expert in several important cases. A detailed statement of qualifications is

attached for your perusal.

Today I have three key messages:

1. Public safety is the overriding priority in maintaining a safe and vibrant public entertainment
venue. I would like to commend this City for establishing a unique venue for community members
and visitors to enjoy. The Fremont Street Experience offers a low cost opportunity for all
community members and visitors to enjoy entertainment. The many “Las Vegas Best” awards
testify to the success FSE has had in serving the community. It revitalizes the downtown area
providing jobs and business income. It also binds the community by forging partnerships between
businesses that normally compete with one another. The City has a very strong interest in
maintaining the health and vitality of this venue.

e The safety of FSE is at risk if alcohol is not adequately controlled. While alcohol can
enhance the enjoyment of entertainment, we must recall that it can also be very destructive.
The Centers for Disease Control estimate that alcohol is responsible for an average of 88,000
deaths annually. Alcohol is a causal factor in crime, domestic violence and other social
problems. In 2012, highway deaths increased to 10,322 due to alcohol, after a period of
decline. According to MADD, 82 people in Nevada died due to drunk driving, which is a
17% increase over the previous year. While underage drinking is at historic lows, too many
kids still drink at dangerous levels and we must continue to progress on this issue. Given
these facts, it is imperative that we do everything possible to prevent these tragedies.

2. Our regulatory systems are effective in reducing social problems and increasing public safety.
After Prohibition, our states and local communities evolved systems that have effectively controlled

the sale of alcohol which, in turn, have minimized problems. Our systems compare very favorably
with other countries. In fact, according to the World Health Organization, the U.S. has one of the
lowest rates of drinking in the developed world. How the product is sold at retail makes a big
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‘ difference. Let me describe the research which supports the elements of control needed for
FSE to maintain public safety.

e Too many outlets are well known to increase problems with alcohol. There is substantial
research to indicate that increased availability of alcohol is related to a myriad of problems
including violence, theft, increased underage drinking and public nuisance crimes. The
Centers for Disease Control and Prevention uses the independent Task Force for Community
Preventive Services to review credible research and make recommendations on policies that
are effective in controlling problems. After review of research, the Task Force recommended
not only that outlet density be limited, but that hours and days of sale be curbed. As an
example, the City of Vallejo, California experienced substantial alcohol related problems in
an area with a high density of outlets. After adoption of new land use and nuisance
abatement policies, they experienced an 18% decline in outlets over a 10 year period and
midway through that period experienced a 53% reduction in nuisance calls for police service.

o Low prices induce excess consumption. Price is a very effective tool in maintaining public
health and safety. Time and again, research has shown that when prices go up, alcohol
consumption and its attendant social problems go down. Inan exhaustive analysis of over
103 studies including 1003 estimates of the effect of price and consumption, Dr. Alexander
Wagenaar and colleagues from the University of Florida simply concluded, “Public policies
that raise prices of alcohol are an effective means to reduce drinking.” In the case of the
Fremont Street Experience, alcohol by the drink is far more expensive than that being sold by
the large number of competing off-sale establishments.

e Tighter control over more dangerous alcohol products promotes safety. In one way or
another, most states require greater control over high alcohol content products. Seventeen of
our states own and control the distilled spirits business because of its high alcohol content.
Studies have shown that “control states” generally have lower levels of consumption.
Recently, we have seen hospitalizations and deaths with products that combine alcohol and
caffeine as well as products of high alcohol content in a single serving container, sometimes
known as “black-out in a can.”

o Promotions and advertising can increase the availability and consumption of alcohol
products. As an alcohol regulator in Oregon, I experienced the problem of bars causing
problems when they used promotions to encourage high volume consumption. An example
is “all you can drink” for a decreased price over a specific period of time. To curb this
problem, we developed a rule prohibiting some of these practices. Surprisingly, we got full
industry support. The reason was that most licensees want safe premises and don’t like to
compete with others that engage in risky practices.

3. A comprehensive approach is needed to maintain the safety and vitality of the Fremont Street Experience
and Fremont East. Based on my experience as a regulator in Oregon, | learned a great deal about public
venues and the methods needed to ensure public safety. Over the years we did experience festivals and
public venues that got out of control. Eventually we adopted a comprehensive rule for large public events
with 2,000 or more attendees. Such venues need special rules because they are different from our usual on
and off premise licenses. Venues that had large events year round, such as stadiums, were required to have
an approved annual operating plan. Based on this experience, let me comment on the Fremont Street

Experience:
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e Itis important to maintain and strengthen the duties of on premise licensees and
security personnel. FSE is a public venue with numerous on-premise licensees responsible for a
shared premise or public space. They are responsible for good serving practices and to monitor
activities. Due to the large space and crowds, additional security is needed to monitor activities and
“axtend” the reach of what a server would normally do. In Oregon, we added a requirement for
“31cohol monitors”. The number of required monitors was based on the anticipated size of the
crowd. The Fremont Street Experience has over 30 security agents which help perform the function
of extended monitoring. However, the casinos cannot be responsible for package store violations or
problems with package store patrons. Package store licensees should be held financially responsible
for any additional security or monitors needed to address violations and problems with their

patrons.

Off-premise licensees must not operate beyond their license privilege. The off-premise license is
not designed to allow immediate consumption in the vicinity, and staff is not trained for that kind of
situation. Moreover, these licensees have no responsibility for monitoring or managing the
behavior in the public space or premise. Off-premise purchases are supposed to be taken by the
customer to a private location for consumption. Actions which facilitate a breach of the license
privilege include opening cans and bottles for the customer, aggressively advertising reduced prices
in order to compete with near-by on-premise outlets and other package stores, selling single serving
and/or high alcohol content products and other actions which foster law violations. These practices
threaten to undermine the safety of the FSE and reduce it to an unattractive or dangerous location
where patrons are reluctant to visit. It is critically important to success of the venue to have the
cooperation and involvement of all licensees. Without such cooperation, failure and venue
deterioration are the risk.

Additional licenses will likely impact public safety. At present, the large number of licensees in a
small area with large crowds is proving difficult to control. Generally, no additions should be
granted due to public safety concerns. It may be possible to have an exemption process. In Oregon,
we allowed exemptions in “alcohol impact areas” if the candidate licensee could effectively
demonstrate that they will not contribute to problems.

Restrictions on products and days/hours of sale may be necessary to ensure public safety. When
public safety problems persist, such restrictions become necessary. In an area with several licensees
and problems in the immediate area, it is difficult to tie problems to a single premise. As a result,
restrictions are necessary to curb problems. For FSE, if off-premise licensees as a group continue to
foster immediate consumption of alcohol sold from their stores, restrictions should be imposed.

Restrictions on immediate consumption of products from off-premise establishments should be
rigorously enforced. The presence of glass bottles and, to a lesser degree, aluminum cans in a large
crowd may be dangerous and represent a public safety threat. A requirement that all alcohol
consumed outdoors be sold in plastic containers will help identify instances where patrons are not
abiding by regulations. Security should look out for licensees that supply plastic cups to facilitate
immediate consumption. Such actions should be considered a violation of the off-premise license

privilege.

Continue to consider the alternative of confining alcohol consumption in specified areas for
certain events. “Walk-arounds” are difficult to control and sometimes the size of the crowd and the
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‘ nature of the event will suggest a higher degree of control. Itis good to empower
management to use that option when it seems wise. Confining consumption to controlled areas
also will make enforcement of off-premise responsibilities easier.

In conclusion, it is my belief that all parties stand to lose if these issues are not resolved in a cooperative
manner. The beauty of this venue is that it was developed by community partners for everyone’s
benefit. A very large investment has been made to ensure the success of the Fremont Street Experience
and it will take everyone’s effort to maintain this success.
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2007 to present: President, Public Action Management, PLC

Business dedicated to addressing alcohol problems through public education and public policy
development. Projects include:

Designed and, currently manage, national educational campaign to educate policy
makers about alcohol marketplace regulation. Includes monthly newsletter and website
with extensive educational materials: healthyalcoholmarket.com.

Produced and published five reports: “The Danger of Alcohol Deregulation, the United
Kingdom Experience,” “The Danger of Alcohol Deregulation, the United Kingdom
Experience, 2012 Update,” “The High Cost of Cheap Alcohol,” “Issue briefs for States”
(2011,2012, 2013 and 2014 editions), and “Safe and Sound — How the three-tier alcohol
regulatory system promotes safe products and high revenue collections”.

Frequent presentations to national conferences on regulation topics as well as media
Work with over 15 states on alcohol regulation including expert testimony to legislative
committees, public speaking, assisting with customized educational pieces and work
with local coalitions.

Produce and deliver workshops for local communities to reduce underage drinking and
other problems in their areas.

2003 to June 2007: Advocacy Director, Oregon Partnership

Oregon Partnership is a statewide non-profit dedicated to alcohol and drug abuse prevention
and referral.

Designed and directed “Face it Parents”, Oregon’s statewide media campaign designed
to reduce underage drinking.

Created Leadership for Alcohol Free Kids, a statewide task force that developed
recommendations for Governor Kulongoski. Governor accepted and implemented many
recommendations.

Developed program that changed national alcohol advertising and retailing practices.
Used a system of “Action Alerts”, a national email network, and media relations to call
attention to products that encouraged teens to drink heavily. Several retailers,
including Macy’s and Kohl’s, removed products from their stores. Others dropped sale
of t-shirts encouraging underage drinking.

Obtained grant funds to run two large media campaigns aimed at reducing underage
drinking. Developed media partnerships with radio and TV companies that resulted in
large pro-bono match for small expenditures in advertising. Acted as media
spokesperson on youth substance abuse.



e Developed statewide youth action program to engage youth to write and voice radio
and TV ads for media campaign. TV ad received regional “Youth Emmy” award.

1996-2003: Executive Director, Oregon Liquor Control Commission, Portland, OR

Oregon Liquor Control Commission is the state alcohol regulatory agency for Oregon which
includes a state controlled distilled spirits wholesale and retail business.

e Transformed antiquated bureaucracy into a high performing, results oriented
organization through strategic planning, stakeholder involvement and team building.

e Completely modernized the distilled spirits business. Developed business plan with
social responsibility and service ethic. Replaced all warehouse equipment using manual
forms to scanning technology using bar codes. Upgraded retail stores by focusing on
store appearance, location and customer service. Added stores for first time in 20
years.

e Managed large agency of over 450 employees/contractors and a $250 million annual
budget. Operation included 240 retail stores, a wholesale distribution center, 10,000
liquor licensees, and 24,000 alcohol server permittees. Initiated complete review of
enforcement operations to focus on evidence-based practices including minor decoy
operations and other measures to reduce illegal sales of alcohol to minors.

e Created citizen/stakeholder task forces to propose major changes in rules and laws.

e Chaired Oregon Coalition to Reduce Underage Drinking, a Robert Wood Johnson
Foundation funded coalition dedicated to reduction of underage drinking.

1991-1996: Planning Manager, METRO/Metropolitan
Exposition-Recreation Commission, Portland, OR

METRO is Portland’s regional government.

e Produced business plan for four large facilities (convention center, exposition center,
stadium, basketball arena) Each plan used a citizens’ committee to review and support
business plan efforts

e Conducted extensive financial analysis of each facility to find additional revenue and
areas for cost reduction.

e Initiated Portland’s first sports marketing organization. Created a citizens’ committee to
shepherd its development into a non-profit aimed at attracting major sporting events to
the community. It has since enjoyed many years of success.

e Managed citizen committees to plan a convention center expansion (now complete) and
develop revenue sources for support of large facilities, sports and art programs

1984-1991: Assistant Administrator (major department head) Oregon Employment Division,
Salem, OR

Oregon Employment Division is a state agency managing Unemployment Insurance and
statewide job placement. Primary position was chief of the administrative hearings

unit.

e Created new management structure for Administrative Hearings Unit and restored its
reputation for fairness. Invited to join faculty of National Judicial College. Taught class
on Administrative Law, High Volume Proceedings.

e Efficiently managed 25 lawyers who conducted 10,000 hearings per year.



Directed Field Operations Division consisting of 30 local offices and 900 employees
during Executive job rotation.

Created public-private partnerships to raise private dollars for Oregon Youth
Conservation Corps.

Did extensive public speaking to raise money for youth corps environmental projects.

Positions prior to 1984:

Education:

Publications:

Presentations/Testimony:

Deputy Administrator Oregon State Wage and Hour Division

Deputy Administrator Oregon Criminal Justice Commission

Research Analyst, National Institute of Law Enforcement and Criminal Justice,
Washington, D.C.

Research Staff, The Urban Institute, Washington, D.C.

Deputy Sheriff, Multnomah County, Oregon

M.A. Georgetown University, Government/Public Administration (Honor Society)
B.A. Portland State University, Political Science (With Honors)

“7014 Issue Briefs for States, Brief Explanations of Common Alcohol Regulatory Issues
Facing State and local Communities,” (self-published January, 2014)

“Safe and Sound — How the three-tier alcohol regulatory system promotes safe products
and high revenue collections.” (Self-published 2013)

“3013 Issue Briefs for States, Brief Explanations of Common Alcohol Regulatory Issues
Facing State and local Communities,” (self-published January, 2013)

“The Danger of Alcohol Deregulation: The United Kingdom Experience, 2012 Update.”
(Self-published 2012)

“2012 Issue Briefs for States, Brief Explanations of Common Alcohol Regulatory Issues
Facing State and local Communities,” (self-published February, 2012)

“The High Cost of Cheap Alcohol,” April 2011.

“2011 Issue Briefs for States, Brief Explanations of Common Alcohol Regulatory Issues
Facing State and local Communities,” (self-published January, 2011)

“The Danger of Alcohol Deregulation: The United Kingdom Experience”
(Published by the Center for Alcohol Policy, 2009).

“Campaign for a Healthy Alcohol Market Newsletter,” 40 editions, September 2008
through October 2012 available at www.healthyalcoholmarket.com.

“police Women on Patrol”, with Peter Bloch and Deborah Anderson (authored under
former name of Pamela Gervais), The Urban Institute, 1973.

1. “Lessons from a Regulation Road Warrior,” lowa Alcoholic Beverages Commission for Symposium
21 Des Moines, IA October 2013.



2. Strengthening Alcohol Regulation: How to reduce the availability of cheap alcohol attractive to
youth in your community,” Community Anti-Drug Coalitions of America 23rd National Leadership
Forum, Washington DC February 2013.

3. “Agency Capture & the Ethical Government Lawyer,” panel presenter, National conference of
State Liquor Administrators, Northern-southern Regional conference, October 2012.

4. “The Power of Price. How comprehensive price policies balance market forces and effectively
regulate alcohol,” Center for Alcohol Policy Alcohol Law Symposium, September 2012.

5. “The Value of Alcohol Regulation in today’s Climate,” Keynote speech, Maryland State Regulatory
Meeting, July 2012.

6. “The Alcohol Deregulation Trend and the cost of Getting it Wrong,” Michigan Policy forum Series,
May 2012.

7.  “Preserving a Healthy Alcohol Marketplace: Why can’t we sell alcohol like tires and
mayonnaise?” Basic presentation customized and presented to:

Georgia School of Addiction Studies, August 2012

NW Alcohol Policy Conference, July 2012

National Leadership Conference, Enforcing Underage Drinking Laws, August 2010
Montana Legislative Committee, April 2010

Oregon Webinar for prevention specialists, April 2010

Kansas Legislative Committee, March 2010

e lllinois Beer Distributors, February 2010

e Tennessee Legislative Committee, December 2009

Wine and Spirits Wholesalers Association State Policy Conference, December 2009
American Public Health Association Annual Conference, November 2009

Indiana Legislative Committee, September 2009

NCSLA Annual Conference, June 2009

NABCA Legal Symposium, March 2009

NABCA Board of Directors, January 2009

e  Oregon prevention, enforcement and moderation groups-2008

e  Washington prevention and moderation groups-2008

8. “The Danger of Alcohol Deregulation: The United Kingdom Experience,” Basic presentation
customized and presented to:

e Utah Legislative Alcohol Policy summit, September 2012

e Alcohol Policy 15 (World alcohol policy conference), December 2010
Center for Alcohol Policy, national webinar, November 2010

Beer Industry League of Louisiana, July 2010

Center for Alcohol Policy Law Symposium, October 2009

Webinar for Arizona prevention specialists, October 2009

NBWA Annual Convention, September 2009

Western States NCSLA Conference, September 2009

9.  “The High Cost of Cheap Alcohol,” Basic presentation customized and presented to:



e  Georgia School of Addiction Studies, August 2012
e National Leadership Conference, Enforcing Underage Drinking Laws, August 2011
e Western/Central States NCSLA, October 2010

10. “How Control Systems Address Public Health Concerns,” Center for Alcohol Policy Alcohol Law
Conference, October 2011.

11. “Lies, Damned Lies and Statistics...so what are they good for?” NCSLA Annual Conference, June
2011.

12. “24/7 Openings: Panacea or Curse?” NABCA Legal Symposium, March 2011.

13. “The Important Role of Tied House Laws in Today’s Market,” NABCA Administrators’ Conference,
October 2010

Congressional Testimony: “The Danger of Alcohol Deregulation: The United Kingdom Experience”,
oral and written testimony

e  Written Statement of Pamela S. Erickson, Chief Executive Officer, Public Action
Management, Scottsdale, Arizona to the Subcommittee on Courts and Competition _
Policy, Committee on the Judiciary House of Representatives, US Congress, Hearing on:
“Legal Issues Concerning State Alcohol Regulation” March 18, 2010

e Additional Statement Regarding Court Decisions Which Adversely Impacts State’s Ability
to Regulate Alcohol, By Pamela S. Erickson, Chief Executive Officer, Public Action
Management, Scottsdale, Arizona to the Subcommittee on Courts and Competition
Policy, Committee on the Judiciary House of Representatives, US Congress Hearing on:
“Legal Issues Concerning State Alcohol Regulation” March 18, 2010

14. Affidavit of Pamela S. Erickson, In the United States District Court for the Northern District of
illinois Eastern Division, Anheuser-Busch, Inc. et al., v. Stephen B. Schnorf, et al., Case No: 10-CV-
01601, May 2010.

Memberships:
Phoenix 100 Rotary Club
National Alcohol Beverage Control Association, Public Health Advisory Committee
National Conference of State Liquor Administrators
National Liquor Law Enforcement Association (NLLEA)
Community Anti-Drug Coalitions of America (CADCA)
Arizona Prevention Partners
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All alcohol products are not equal.
Some require greater care.

By Pamela S. Erickson

Have you heard the phrase “alcohol is alcohol is alcohol”? It
refers to the standard drink equivalents for beer, wine and
spirits: 12 oz. of 5% beer = 5 oz. of 12% wine = 1.5 oz. of 40%
spirits.

The “drink equivalent” is sometimes used as a
rationale for selling all forms of alcohol wherever low alcohol
content products are sold. Proponents argue that treating
alcohol products differently amounts to discrimination and
that the source of alcohol should not make a difference. But
common sense and science suggests otherwise. If a product
has a higher concentration of alcohol, it is easier to abuse. If
the objective is to “get drunk”, it's quicker with a potent
product. Unfortunately, surveys show that underage drinking
is mostly binge drinking and that kids are primarily interested
in intoxication. Surveys also indicate that many kids—
particularly girls—are favoring spirits over beer.

The container size typical for wine and spirits
presents problems for potential over-consumption. The
typical 12 oz. beer you buy in a store is usually close to the
standard drink size. Wine and spirits are more often sold in
larger 750 ml bottles. For spirits, a typical 750 ml bottle
contains about 17 standard drinks. For wine, it is 5 standard
drinks. And, now craft beer is sold in large containers called
“growlers.” Thus, how much alcohol is drunk depends on
who is pouring. It is hard to imagine that youth are careful
about pouring or even know about standard sizes. Even
adults don’t always possess that knowledge.

Also what is “typical” for beer, wine and spirits is
changing. A typical bottled beer used to be 3.2% alcohol, but
now stronger beer is increasingly popular with alcohol
content of 6-12%. And then, you have malt-based products
that come under the definition of “beer”, but are 12% alcohol
in a 24 oz. can. These are often sold cheaply and equate to
4.8 standard drinks. They are aptly called “Black-out in a
can!” Sweet, fruity ready-to-drink products are made with
malt, wine and spirits and sometimes are favored by
underage female drinkers. In a recent study of brand
preference for youth by the Center on Alcohol Marketing and
Youth, spirit/malt based “alcopops” were two of the top ten
brands. Also in the top ten were 4 beer and 4 spirit brands.
So there is good reason to consider greater control over
products that are more potent and that are highly favored by
teens.

Historically, we have recognized that high alcohol

products have more potential for harm and warrant tighter
regulation. A recent court ruling affirmed that idea. In the
case of Maxwell’s Pic-Pac_v. Dehner, the US Circuit Court,
Sixth Circuit, ruled that “The state indisputably maintains a
legitimate interest in reducing access to products with high
alcohol content.” Click here to read judges decision.

That case involved a Kentucky law which prohibited grocery
and convenience stores from having a license to sell wine
and liquor unless the products were located in a
separate area with an outside entrance. The plaintiff claimed
that prohibiting grocery stores from selling alcohol on their
shelves like beer amounted to a violation of their
constitutional right to equal protection of the law. In serving
as a legal expert in that case, | wrote extensively about the
history and rationale for having greater control over products
of high alcohol content. | described how most states used the
research work of Raymond Fosdick and Albert Scott in their
book, Toward Liguor Control to design their regulatory
systems. The judges used these resources in their order and
quoted Fosdick and Scott when they said, “states must use
their control systems to steer society to lower alcohol forms
of products.”

Based on the work of Fosdick and Scott, most states
originally created a system of liquor or package stores to
specialize in alcohol sales. In the case of 18 states, alcohol
was originally sold primarily in state stores. Other states,
licensed private individuals to sell products in a “package
liquor store. These specialty store systems allow a more
careful sale for more potent products. They usually don't

For more information, see www.healihyalcoholmarket.com Contact Pam Erickson at pam@ pamaction.com
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allow those under 21 to enter. Clerks are often older and
trained in regulatory compliance. Promotion and advertising
of alcohol products takes place inside the store where minors
are not permitted, so they are not exposed to advertising.
Aggressive product promotion—such as using loss leaders-- is
less likely because the store sells only a few other products
where they could make up the profit loss. Contrast this to
states which have deregulated their markets so all forms of
alcohol are sold in grocery, convenience, and other types of
stores. Youth are frequently in these stores. Clerks are
sometimes underage. Alcohol is promoted and marketed
aggressively throughout the store with sales, coupons and
suggestions for drinking at every holiday. Products are
vulnerable to theft and self-service doesn’t always prevent
sales to underage and intoxicated persons.

Given that April is Alcohol Awareness Month, it is a good time
to reaffirm our sensible alcohol regulations which require
greater care in selling more potent products. It may be time
to reevaluate our regulations that govern marketing,
distribution and retail sales of alcohol products given the new
package sizes, ingredients, and alcohol content. We must
also acknowledge that any form of alcohol can be abused
which means we need to consider each type of alcohol and its
impact on public health and safety.

For more information, see www.healthyalcoholmarket.com Contact Pam Erickson at pam @ pamaction com
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An Introduction to the
2014 Issue Briefs for State Policy-Makers

This is a package of simple briefs that address common issues about alcohol regulation. It is designed
for community leaders, elected officials and other policy-makers who need a short, straightforward
explanation of a given issue.

For each brief, research citations are given where they exist. The Appendix lists resources for further
information about a given issue as well as the sources for quotations and facts cited. This publication is issued
annually in order to incorporate current information.

Alcohol problems are complex and impacted by a variety of factors. Drinking is more prevalent in
northern countries and in northern US states. Religious prohibitions may lower consumption rates. Young
people, males and some ethnic groups drink at higher rates. A complex social problem generally requires a
comprehensive system of regulation to address all its facets.

A growing body of research points to the need for a comprehensive system with multiple methods to
contain price, availability, potentially dangerous products and aggressive promotions. These regulations work
together, so changing a single regulation can change the workings of the entire system.

The primary purpose of the alcohol regulatory system and its individual regulations is to protect public
health and safety. Whenever a change is proposed, the first question should be: How will this change affect
public health and safety?

How to use these briefs:

Each brief'is designed to stand alone. Please feel free to copy any of them including the attribution to
healthyalcoholmarket.com. If you wish to modify one or more of the briefs, please contact the author, Pamela
S. Erickson, and she will attempt to accommodate your needs. She can be reached at pam@pamaction,com.
Further information can be found at healthyalcoholmarket.com.

New is this edition:

Most of the briefs have received minor editing for updated information and additional clarity. Brief #6
regarding why some states own and operate the liquor business was extensively revised to provide updated
information on Washington state’s recent privatization. A new brief (Brief #16) was added on the value of a
strong wholesale sector. New research on privatization and the efficacy of forty-seven alcohol policies was
incorporated into Brief #6 and Brief #16.

This publication is available in pdf format at healthyalcoholmarket.com. Each brief is also available

as a single pdf on the same website.

For more information: www.healthyalcoholmarket.com



Issues

Contents:

relating to the history and purpose of alcohol regulation:

1. Aren’t our alcohol regulations antiquated? Weren’t they designed to prevent organized crime and other

2.
3.

problems of Prohibition?
Why do we need regulations to balance our alcohol market systems?
Since alcohol is a legal product, why can’t it be sold like orange juice or any other legal product?

4, What are some real-world examples of what happened when alcohol was deregulated?

How our regulatory system works:

5.
6.

7.
8.
9.

What does a good alcohol regulatory system look like?
Why are some states in the liquor business? Can’t a control state just convert to a license state and save

money?
Why are beer, wine and spirits regulated differently?
What are the benefits of the three-tier system of alcohol control?
Isn’t alcohol regulation bad for business? Shouldn’t we loosen alcohol regulations to help local

business?

Individual system elements:

10.

11.

12.
13.

Since the recession, all Americans expect good values, so what’s the problem with lower prices for

alcohol?
Why shouldn’t alcohol be more convenient for customers to buy? Shouldn’t those who drink exercise

personal responsibility?
What is the problem with allowing more stores to sell alcohol?
Why are there special hours for alcohol sales? Why do some states prohibit alcohol sales on Sunday

or holidays?

Revenue and safety:

14.

Can’t we save taxpayers some money by eliminating the liquor cops and using local law enforcement
or state police instead?

15. Why don’t we have problems with fake alcohol or tax revenue loss?
16. Why do we need a strong wholesale tier?

For more information: www healthyalcoholmarket.com



Issue Brief #1:

Aren’t our alcohol regulations antiquated? Weren’t
they designed to prevent organized crime and other
problems of Prohibition?

Today’s alcohol regulations were primarily designed to prevent problems which m ‘
occurred before Prohibition. As Historian W.J. Rorabaugh reminds us, “For generations,
Americans had been heavy drinkers, and by 1900 saloons were identified with political
corruption, prostitution, gambling, crime, poverty and family destruction.” Prior to
Prohibition alcohol was sold in a free-market scenario with little regulation. National
manufacturers controlled the industry and owned retail saloons—called “tied houses”—
where almost all alcohol was consumed. To compete, each national company saturated
neighborhoods with multiple outlets which were often located near factories to attract
workers. Aggressive promotions encouraged high volume consumption and money was
used to dissuade politicians from crack-downs.

Most of our alcohol regulations are designed to prevent companies from dominating local markets by
heavily promoting large amounts of cheap alcohol. That is a very modern concern given the propensity of
large corporations to do that with other commodities and to do that in countries where alcohol can be sold in
virtual free-market scenarios.

The lessons from Prohibition are different. A primary lesson is that extreme measures applicable to
the entire country with very little flexibility do not work. Second, laws must have public support to be
effective. ~ As a result, our alcohol regulations are state-based, allowing for differences and for

experimentation.

Currently, our regulations enjoy a high level of support as evidenced in numerous surveys. Based on a
national survey, Alexander Wagenaar and his colleagues found that the “Results showed high levels of public
support for most alcohol control policies. Over 80% support restrictions on alcohol use in public places, such
as parks, beaches, concert venues, and on college campuses. Eighty-two percent support increased alcohol
taxes, provided the funds are used for treatment or prevention programs. Over 60% support alcohol advertising
and promotion restrictions, such as banning billboard advertising, banning promotion at sporting events, or
banning liquor and beer advertising on television.”

"Those who cannot
remember the past are
condemned to repeat
itl L

George Santayana,

Reason in Common Sense,
The Life of Reason, Vol.1.

For more information: www.healthyalcoholmarket.com




Issue Brief #2:

Why do we need regulations to balance our alcohol
market systems?

J

The reason for regulations in the alcohol market is very simple: some common business practices can
produce social harm. These practices often work well for other products, but not for alcohol.

Consider this example of three typical business plan strategies:

1. Efforts to retain and increase purchases by customers who are “frequent buyers.”
2. Discounts and promotions to gain new frequent buyer customers.

3. Advertising to young people to build a future customer base.

When applied to alcohol sales, such business practices would:

1. Increase sales to frequent buyers, including heavy drinkers and alcoholics.
2. Use volume discounts and incentives to encourage heavy use.

3. Market alcohol to youth, thus encouraging underage drinking.

Alcohol regulatory systems seek to achieve a healthy balance of business practices which keep prices
moderate: not too low to push consumption, not too high to push bootlegging or theft. They also make
products reasonably available for customers, prohibit promotions that foster heavy consumption and strictly
control sales to minors. These things are designed to foster moderation because we know from research that
moderation in consumption of alcohol avoids most problems. One should be skeptical of cries for a free
market environment with no regulations. A truly free-market, devoid of any rules at all, does not really exist
for any commodity; for alcohol, it would result in serious unintended consequences.

Estimates indicate the alcohol market includes:

. 17.5% underage drinkers

« 20+% adult abusive/dependent drinkers

« 10-20% of alcohol sold is consumed by underage drinkers
Archives of Pediatrics and Adolescent Medicine, 2006

For more information: www.healthyalcoholmarket.com



Issue Brief #3:

Since alcohol is a legal product, why can’t it be sold like
orange juice or any other legal product?

_/

Most “legal” products are regulated to protect the public’s health and safety. In the US, food products
are regulated by the Food and Drug Administration to ensure that products are safe and that the contents match
their labels. When regulation is weak or sloppy, we are at risk of food poisoning, food-borne illnesses, fraudulent
packaging and other problems. For similar reasons, restaurants are regularly inspected locally to ensure that they
serve only safe and healthy products. Fines and other penalties are issued to those in violation. No one would
suggest that we should have no food regulations merely because the sale of food products is legal.

One highly regulated product in today’s market is the automobile.
Regulations require that each car sold must contain a long list of equipment to
ensure its safety, fuel economy, and to reduce air pollution. Once you buy a car,
= there are more regulations to follow, including those for proper use of children’s
car seats, seat belts, safe driving speeds, and so on. Once again, no one would ever
suggest that we should eliminate regulations just because the automobile is a legal
product.

Cigarettes are highly regulated products that have some interesting parallels with
alcohol. While cigarettes are legal to buy and smoke, there are many restrictions on their
sale and use. You have to be 18 to purchase cigarettes. You may not smoke in most public
places. And you may have to pay higher insurance fees if you are a smoker. We all know
that the reason behind these regulations is the great harm cigarettes can cause to the human
body, including to those who inhale passive smoke from others. Research has shown a
connection between cigarette smoke and cancer and many other health problems.

Alcohol is unique in that it is invariably harmful when used to excess. The Centers for Disease Control
and Prevention estimate that 80,000 deaths occur annually due to alcohol. In 2012, drunk driving alone caused
10,322 deaths (this is an increase from 2011 and amounts to 1 every 51 minutes), 345,000 injuries and $132
billion in costs, according to Mothers Against Drunk Driving. These data alone justify the need for significant
regulation.

Although there are some situations where alcohol should not be used at all, alcohol can usually be
enjoyed if used in moderation. Alcohol regulations both encourage moderation and restrict excessive use. This
preserves individual choice while protecting public health and safety.

For more information: www.healthvalcoholmarket.com




Issue Brief #4:

What are some real-world examples of what happened
when alcohol was deregulated?

J

The United Kingdom is today’s best example, although the State of Washington recently passed a
ballot measure which will make it one of the least regulated states. Over time, we will be able to measure the
impact on public health and safety.

The United Kingdom deregulated over a long period of time with an increase in problems following
closely in the wake. It began in the 1960’s with allowing all forms of alcohol in grocery stores. As
competition heated up, alcohol became cheaper and even more available. Closing hours and other controls
were abandoned. Today in the UK you can buy all forms of alcohol everywhere with few restrictions, 24
hours a day, 7 days a weck; this “convenience” has caused a serious alcohol epidemic. For example, hospital
admissions for liver disease and acute intoxication have more than doubled over 10 years. Underage drinking
in the UK is almost twice the US rate.

Alcohol-related deaths in the United Kingdom, 1991 to 2010
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Source: Office of National Statistics, United Kingdom

Other countries have also suffered severe problems from alcohol deregulation:

Finland: Since the early 1960s, Finland gradually liberalized alcohol regulations and cut taxes. As a
result, average consumption for those over age 15 increased fourfold - from 3 liters per capita in 1969 to 12
liters in 2004. In 1998, Finland decreased its excise duties for some alcohol products by 17%. Again in 2004, it
was dropped another 33% in an effort to compete with other European Union countries. In the case of each
tax cut, consumption rose by 10%. Alcohol problems rose in tandem. In 1995, alcohol-related mortality rose

For more information: www.healthyalcoholmarket.com




Issue Brief #4: What are some real-world examples of what happened when alcohol
was deregulated? Continued

by 14% and in 2004 by 20%. Also in 2004, deaths from liver disease increased by 30%. The pressure for
these changes came from the EU, which favored deregulation for alcohol and lower taxes. Since 2004,
Finland has done a “U-turn” and raised taxes twice in an effort to reduce harm.

Russia: Alcohol is a primary cause for drastically reduced life | |
expectancy for men. In Russia, where men are very heavy drinkers, life <
expectancy for men is 63, versus 75 for women. Per capita consumption of
alcohol is enormous — about 4 gallons. This is twice the level the World
Health Organizations considers the “danger level.” The number of deaths is
staggering: an estimated 500,000 annually. 59% of deaths of Russians aged e be s Nl &

15 — 54 were caused by alcohol. President Putin is working to curb this problem with a series of tax increases,
penalties for sales to minors, restrictions on where liquor can be sold, health warnings, and regulations for
advertisers.

New Zealand: Loosened regulations in 1989 and
problems increased. Since that time there have been numerous
discussions, committees, and cries for re-regulation. In 2010, an
i ' Alcohol Reform Bill was developed. In December 2012,
o We have a problem in§  parjiament passed the reform bill which will allow communities
New Zealand with the sale of really cheap . .
alcohol. Cheaper alcohol tends to be bought to.reg.ulate outlet density and hours / days of sale, increase the
more by harmful drinkers than moderate | drinking age, ban dangerous products and products appealing to
drinkers and studies show that it is also youth, limit the size and strength of alcohol and increase

attractive to veling paople:: penalties. An entire year was given to enact these new rules.
Alcohol Advisory Council Chief Executive Indeed, re-regulation takes a very long time.
Gerard Vaughan

For more information: www.healthyalcoholmarket.com



Issue Brief #5:

What does a good alcohol regulatory system look like?

J

Today we know a great deal about what works in alcohol regulation thanks to a large body of high-
quality research. The World Health Organization has done extensive review of this research and developed
recommendations on how best to regulate alcohol. The following chart presents many of those
recommendations in an easy-to-understand “alphabet” format:

Our greatest protection is an effective alcohol control system which addresses the
ABC’s of regulation:

e Availability. Allows alcohol to be sold by the bottle and the drink, but limits
the number, location, types of alcohol products, and hours of outlets.

e No “Bargain Booze”. Regulations balance prices, control price competition,
and restrict dangerous marketing and promotional practices.

e Children and Teens. Age restrictions protect young people from the serious
problems of underage drinking.

e Drunk Driving. Creates and enforces strict measures against drinking and
driving- sobriety checks, blood alcohol limits, driver’s license suspension.

e Education and Enforcement. Uses the carrot of education (alcohol awareness
programs, “schools” for offenders) and the stick of enforcement (fines,
community service and jail) when education fails.

Source: Adapted from World Health Organization recommendations.

In a recent article in the American Journal of Preventive Medicine, "Efficacy and the Strength of
Evidence of U.S., Alcohol Control Policies," a highly respected team of experts rated 47 different policies on
their efficacy and strength of evidence in reducing binge drinking and alcohol-impaired driving among the
general population and among the youth population. The top ten policies in rank order were:

Alcohol excise taxes

State alcohol control systems

Bans on alcohol sales

Outlet density restrictions

Wholesale price restrictions

Retail price restrictions

ABCs (Alcohol Beverage Control agencies) present, functional, adequately staffed
Dram shop liability laws

Hours of sale restrictions

Alcohol consumption restricted in public

For more information: www.healthyalcoholmarket.com




Issue Brief #6:

Why are some states in the liquor business? Can’t a control
state convert to a license state and save money?

J

After Prohibition, eighteen of the states and a few individual local governments adopted the “control system”
(government-owned liquor business) because that removed the profit motive from selling alcohol. Before Prohibition,
large alcohol companies were strongly profit driven and pushed retailers to sell alcohol aggressively to factory workers,
heavy drinkers and even to children. They used credit, volume discounts, and other inducements to increase the sale and
consumption of alcohol. This encouraged intoxication and created major social problems.

\.

A Control System ensures that no one will have a profit
incentive to sell alcohol to people who shouldn’t drink, such as
youth and intoxicated persons. Several states, some local
governments, most Canadian provinces and some Northern
European countries have some version of a control system. Since
the state takes the profit from the sale of alcohol, it can then use
those funds to offset the costs to taxpayers of alcohol abuse. These
costs are substantial. According to the Centers for Disease Control
and Prevention, “...excessive alcohol consumption cost the United
States $223.5 billion in 2006, or about $1.90 per drink.”

Conversion from a control to a license system is far from simple and has consequences for public health and
safety, revenue, and the local business markets. And, we now have a specific state example that illustrates the issues and
complexity of conversion. In November 2011, the state of Washington passed a ballot measure (I-1183), written and
sponsored by the Costco Corporation, that converted Washington’s control system for spirits to a license system and
eliminated other regulations so that wine and spirits could be sold in a highly deregulated environment.

It will take a few years to fully assess the impact on revenue, public health safety, and business, but some
impacts are immediately apparent.

Price increase: If a control state’s business is eliminated, the only way to replace lost revenue with a privatized
system is to impose new, high taxes. The reason is that control systems provide revenue through both business profit and
tax collection. So, you have to replace both. This is exactly what the Washington ballot measure did. First, the retail
sales tax of 20.5% and the $3.77 per liter taxes were retained. Then, two new “fees” were added, a 10% distribution fee
and a 17% retail fee. On top of all of these taxes and fees, an amount for profit must be added. As a result, the average
price per liter of hard liquor after taxes increased by almost $4: from $24.06 to $21.59 according to the Washington State
Department of Revenue. The price at the register is so high that customers have been shopping across the border in Idaho
and Oregon for bargains.

Sign in a Washington State Grocery Store

Liquor Price Estimator
20.5% Sales
Tax Bottle Size Liter Tax Total
If the shelf price is = $ 10.00 $2.05 750 ml. $2.83 | Yourfinal priceis= | $ 14.88
If the shelf price is = $10.00 $2.05 1.75 ml. $6.60 | Yourfinal priceis= | $18.65
If the shelf price is = $15.00 $3.08 750 ml. $2.83 | Yourfinal price is = | $20.91
If the shelf price is = $ 15.00 $3.08 1.75 ml. $6.60 Your final priceis = | $24.68
If the shelf price is = $20.00 $4.10 750 ml. $2.83 | Yourfinal priceis = | $26.93
If the shelf price is = $ 20.00 $4.10 1.75 ml. $6.60 | Your final priceis = | $30.70
If the shelf price is = $25.00 $5.13 750 ml. $2.83 | Yourfinal priceis= | $ 32.96
If the shelf price is = $ 25.00 $5.13 1.75 ml. $6.60 | Your final priceis = [ $36.73

For more information: www.healthyalcoholmarket.com



Issue Brief #6: Why are some states in the liquor business? Can’t a control state convert
to a license state and save money? Continued

Large, national corporations will likely dominate all tiers of the liquor business: Conversion will invariably
change local markets to favor large retail, wholesale and manufacturing corporations. Since the need to replace revenue
leaves a small margin for profit, large corporations are at an advantage and small businesses have difficulty surviving.

In Washington, Costco wrote the ballot measure to eliminate any barriers to large-scale purchasing directly from
suppliers at discount. While Washington auctioned off all of its former state stores, these stores are finding it difficult to
survive. Those located near the Oregon and Idaho border face loss of business to those states due to high prices. But,
they also face competition from the large grocery retailers who can sell products cheaper thanks to their ability to execute
large wholesale purchases at discount and store those products in a large warehouse.

At the wholesale level, it is difficult for small local operators to gain a foothold in newly converted markets.
Established wholesalers have systems, national contracts with distillers and considerable know-how. It is relatively easy
for them to step quickly into the market and capture much of the business. In Washington, two large national wine and
spirits distributors immediately captured most of the market share. For the first calendar year of operation, these two
companies had 93% of the total market according to the Washington State Liquor Board website.

3 Ry e L [y ol ey e TP D B8 B T vmal Al ame Ana1 A ot 4l S P M T2 oo
Before conversion, Washington had a fledgling craft spirits business. Local distillers could get their products in

state stores by using the state’s listing process. State stores typically carried a wide variety of products. This made it
easier to get a specialty product listed. After conversion, large grocery chains carried a more limited product line than
state stores. Small liquor stores struggling to compete may be less willing to take a chance on buying new specialty
products. All of these factors will likely thin the ranks of craft distillers. Some local wineries will also be impacted as the
state stores carried wine, particularly local wine.

Privatization usually results in increased problems with alcohol due to greater availability and higher
consumption. Privatization invariably makes alcohol more available with less regulation, which leads to more
aggressive promotions and inducement for purchase. Higher consumption usually follows along with the associated
social problems. Research on previous instances of privatization is sufficient to convince health authorities to recommend
against privatization. While it is too early to clearly assess the public health and safety problems with Washington’s
privatization, availability has clearly increased. Under the state system there were 325 state and contract stores. Now
there are over 1,400 and it will likely go higher. That is a fourfold increase in availability. While high prices may inhibit
consumption, retailers now have the ability to offer inducements such as sale prices at cost (though not below cost),
discounts for volume purchase, and advertising with few restrictions. These things could readily boost sales. During the
first six months of conversion, reports of liquor theft were high.

A new research report by Roland Zullo et al of the University of Michigan found that state monopolies had the
potential to generate 2-3 times the revenue from alcohol sales than license states. And, those that had both the retail and
wholesale business did the best. Moreover, “The more valuable advantage in state ownership of retail is a reduction in
alcohol-related social harm, especially alcohol-related vehicle fatalities and some types of crime.”

“Based on its charge to identify effective disease and injury prevention measures, the Task Force on Community

Preventive Services 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.”

Centers for Disease Control and Prevention

For more information: www.healthyalcoholmarket.com



Issue Brief #7:

Why are beer, wine and spirits regulated differently?

J

After Prohibition, both a new alcohol marketplace and a new regulatory system had to be created. Since
state legislators knew little about alcohol markets, all states relied—more or less—on a study called Toward
Liquor Control by R. B. Fosdick and A.L. Scott. This work was sponsored by John D. Rockefeller, a leading
entrepreneur of the day. The two authors studied alcohol regulatory systems in other countries and developed a
set of recommendations designed to foster public safety by eliminating violence in public drinking places and
encouraging moderation among those who wanted to drink. To encourage moderate consumption, they
recommended two types of licenses that would encourage consumption of “light alcohol products” in single-
serving containers and discourage consumption of more potent products.

The first license type was for retailers who sold “lighter” beverages, which usually meant 3.2% beer
because Americans did not drink much wine. The idea was to have widespread availability for the sale of these
“light” products. The new approach meant that beer would no longer be sold primarily in kegs and buckets, as it
was before Prohibition, but in single-serving size cans and bottles. These smaller size containers were meant to
limit intake or, at least, give the consumer some idea of how much they were drinking. The license for these
stores usually allowed the sale of other products, so the grocery store became the most common type of licensee.

The second type of license (or state-operated store) was the liquor store—often referred to as a “package
store.” There were fewer of these stores, their hours were curtailed, they did not permit entrance to those
underage, and they were the only places where hard liquor and high-alcohol wine or beer could be sold.
Generally, these licenses did not permit extensive sale of other products. The idea was that licensees would
become specialists in the proper selling of alcohol. Moreover, they would not be able to sell alcohol very
cheaply because they had no other products from which to make up profits lost by deep discounting.

Grocery Store Liquor Store
- Low alcohol beer in single
1 i a (o]
i Ijgmc\%n%o?é?tg?qsz(o;:'? f’30/§; )A’) - Spirits _and other higher alcohol cor]ten.t products
- Other products such as groceries | < ltems Sold> |~ Pnrnanly sell alcohol. Loss leader is difficult _
available without non-alcohol products to sell. Promotion /
advertising sometimes controlled.

- Sale of alcohol not necessary to
be a profitable store

- Outlets widely available < Ou_tlet -Outlets limited by §tate guotas, local ordinance
Density > or state ownership
< Hours of -Limited hours / days of sales: generally no
Greate] daysiabiCHIiONEalg Sale > Sunday, holiday or late-night sales
. - Customers must be 21+. Some states cite minors
- Customers of any age < Minors > oo
for being in store.
- Usually clerks can be under 21
- High turnover provides less - Clerks must be 21+.
expertise in regulatory < Employees > | - Mandatory training in alcohol regulation is
requirements to avoid sales to common.

minors and intoxicated persons.

For more information: www.healthyalcoholmarket.com




Issue Brief #7: Why are beer, wine and spirits regulated differently? Continued

Pressure to move from tight to light control for all alcohol products.

The original dual license system has eroded in several ways:

The alcohol content of “lighter” products has increased. While 3.2% beer is still produced, the
alcohol content of beer now averages around 4-5%, with some craft brews much higher. Many
states have increased the allowable percentage of alcohol in beer sold in stores to as high as 8-12
percent. The percentage of alcohol in wine has increased from around 12% to 13-14%, with some
varieties much higher.

The place of wine in our markets has changed. For some time after Prohibition, few Americans
drank wine. That has changed as about 1/3 of Americans now drink wine as their primary
alcoholic beverage. And, the availability of wine has increased as more states have allowed it to
be sold in grocery and convenience stores.

New products, many of which appeal primarily to youth, are sold in grocery and convenience
stores because they are “malt-based” and qualify as beer, or they are “wine-based” and qualify as
wine.

Products which appeal to youth or problem drinkers are often sold in large containers--over 20
ounces with 12% alcohol.

Several states have allowed hard liquor and other high-alcohol content products to be sold in
grocery and convenience stores without the additional controls that liquor stores have.

Hours and days of sale have been extended; and many states are moving toward allowing the sale
of all forms of alcohol for extended hours, seven days a week.

Many grocery and convenience stores have lightly controlled check-out systems. Large grocery
stores use self-service lines and many stores are lightly staffed which can increase theft as well as
sale of alcohol to youth and intoxicated persons.

Retail Distribution Channels — A Comparison

Source: National Alcohol Beverage Control Association.

For more information: www.healthyalcoholmarket.com



Issue Brief #8:

What are the benefits of a three-tier system of alcohol

control?

\ J

The United States has a unique system that requires alcohol to be sold through three separate market
tiers: manufacturer/supplier, wholesaler, and retailer.

Generally, the tiers must be separately licensed and owned, independent of one another. This prevents
marketplace domination by large companies that seek to greatly increase the sale of alcohol through aggressive
sales practices, or by controlling the entire alcohol distribution chain, from manufacturer to consumer.

Before Prohibition, large manufacturers dominated the alcohol marketplace by owning chains of retail
establishments. They pushed the retailers to sell very aggressively to make high profits. A modern version of
marketplace domination can be found in the United Kingdom, where four large grocery chains dominate the
market and sell alcohol so cheaply that it has fueled an epidemic of alcohol-related illnesses. It is also
believed that this domination has caused many traditional pubs to close since more people are drinking cheap

alcohol at home.

The tiered system in the US keeps prices balanced, prohibits or inhibits aggressive sales practices, and
allows both small and large operators to be profitable. This system also uses checks and balances from one
tier to another to enforce many provisions, and the middle tier is used to collect taxes and track products (a
function the government would otherwise have to perform at extra cost to the taxpayers).

Below is a general illustration of how the three-tier system works. Each state does it somewhat
differently and all are subject to some federal regulations preventing ownership or financial ties between
manufacturers and retailers. A publication that features just two of the benefits of the three tiered system
called, “Safe and Sound”. How the three-tier system of U.S. alcohol regulations helps ensure safe products
and protects against revenue loss, is available at healthyalcoholmarket.com.

® Financial Independence prevents business practices which
promote increased and high-volume consumption through
How the Three-Tier Alcohol price reductions. (Ownership prohibited between sectors)

Control System Supports a ® Functional Independence protects the integrity of the three-

Healthy Alcohol Marketplace tier system by prohibiting ways to circumvent it. (One sector
can’t perform function of another)

® Price Regulations prevent increased consumption that
would occur by selling large quantities of very cheap product.
(Uniform pricing, ban on volume discounts

@ Promotion and Advertising Regulations prevent business
practices that target high-drinking groups and promote
volume consumption.

® Tax Collection provides for an efficient tax collection
system.

® Product Tracking prevents sale of tainted and counterfeit
product.

® Age Restrictions prevent sales to underage youth.

® Availability Limits reduce consumption, social problems
and burden on law enforcement.

For more information: www.healthyalcoholmarket.com




Issue Brief #9:

Isn’t alcohol regulation bad for business? Shouldn’t we
loosen alcohol regulations to help local business?

J/

The answer is generally no to both questions. In fact, for most businesses alcohol regulation offers some real benefits.
While the system sometimes seems cumbersome and a business owner may wish for a free market system, most free markets
end up benefiting only a few large companies. The states’ alcohol regulatory systems are designed to foster alcohol moderation,
prevent underage drinking and other problems AND to allow the owners of all sizes and types of businesses to make a
reasonable profit. Much has been said about the public safety issues, but policy-makers should also consider the following
benefits to business:

The Three-Tier System prevents market domination: Look at the soda pop shelf in your grocery store and you
have an idea of what alcohol might look like in a deregulated environment. The soda space is occupied by two major
companies. The alcohol regulatory system requires that alcohol be sold through three separate, independent tiers: manufacturer,
wholesaler and retailer. In addition, most states require price policies that level the playing field. For example, uniform price
laws require the wholesaler to sell their products at the same price to all retailers. This means the large corporation can’t get a
better deal than the local mom-and-pop store. It also keeps prices from going so low that “bargains™ encourage people to drink
more.

Regulations reduce some costs of doing business: For most
commodities, large grocery stores require slotting fees; that is, payments made to
the grocer to assure products a place on their shelves. Manufacturers and
wholesalers may also have to stock shelves, pay for advertising, provide
promotional point-of-sale items, and buy refrigerated units. These are generally
illegal for alcohol products. If controls are removed, small players would not be
able to get their product to market without paying for these “extras.”

Freedom from price wars and other forms of market volatility:
Most states have several ways of keeping the price of alcohol balanced, i.. not low enough to encourage volume consumption,
nor so high as to encourage bootlegging and illegal importation. Laws such as bans on volume discounts and selling below cost
keep prices reasonably stable. Without these laws, large corporations with huge economic buying power would undercut
small—usually local—businesses, and possibly put them out of operation.

Product tracking protects against unwarranted business ruination: Even the best manufacturing companies can
make a mistake that creates a tainted batch or product. In today’s market, even minor problems with product quality can ruin a
company or disrupt a commodity market. This is much less likely to happen in the alcohol marketplace because wholesalers are
required to track every bottle and can. With this system, a problem batch or product can be quickly identified and removed
from the retail shelf. This minimizes harm and can save a business.

Predictability: Because the regulations keep the alcohol marketplace balanced and free from extreme volatility,
business owners can have confidence in their investments. Predictability reduces risks and makes business planning easier.

Compliance with regulations helps prevent neighborhood and community problems: Most business people find
that a clean and safe neighborhood is good for business. Alcohol regulations help. By preventing sales to underage youth and
intoxicated people, fewer neighborhood problems are likely.

Policy-makers should consider these points very carefully when alcohol deregulation measures are under review.
While being free of regulations may sound good, the reality is often very different. Remember that the change in rules must
apply to all licensees. For example, if the law requiring uniform prices is abandoned, wholesalers would then be allowed to give
some retailers special prices. Who would get that special price and how would that impact local businesses? Chances are that
large, global corporations would be the only ones getting the best deals because they alone can buy a very large volume of
product. Thus, a so-called “free market” would only benefit a few companies.

For more information: www.healthyalcoholmarket.com




Issue Brief #10:

Since the recession, all Americans expect good values,
so what’s the problem with lower prices for alcohol?

The answer is simple: lower prices increase drinking and the problems that
come with drinking. Price is one of the most powerful tools available to reduce
social problems with alcohol. Consider this evidence: a team of researchers from
the University of Florida reviewed over 100 separate studies that had over 1000
statistical estimates of price versus consumption. The showing was very consistent,
demonstrating that alcohol taxes and prices impact the level of drinking.

For Americans alcohol prices have seen primarily modest increases except
for prices in bars and restaurants where they have gone up steadily and now
represent a major difference between prices for at home versus away from home.
This likely reflects the hyper-competitive environment of the grocery business today
and the extensive use of price reductions to draw customers into a store.

Consumer prices, 1978-2013
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Offering cheap prices for alcohol facilitates excess consumption in various ways. For example,
underage drinkers are price-sensitive and generally drink to intoxication. They are the consumers who likely

purchase inexpensive products in stores since they can’t readily drink in bars. The rising gap also fosters pre-
drinking practices which means drinkers may be impaired before and after going out.

For more information: www healthyalcoholmarket.com



Issue Brief #11:

Why shouldn’t alcohol be more convenient for customers
to buy? Shouldn’t these who drink exercise personal
responsibility?

J

Additional convenience for alcohol consumers would mean more stores, longer opening hours, and
more forms of alcohol in more locations. A review of the research indicates that all of these things increase
consumption, which leads to more social problems. This, in turn, puts a large and costly burden on social
services and law enforcement. When regulations are relaxed, most of the additional alcohol sold is purchased
by heavy drinkers, a category which also includes youth.

A survey by the Centers for Disease Control and Prevention reveals that most Americans do not
consume alcohol regularly.

As one can see, 35% of Americans do not drink at all, and another 13% drink only a few times a year.
In addition, 31% have three drinks or fewer per week, which means they buy less than a six-pack of beer or
one bottle of wine a week. This leaves moderate drinkers (1-2 drinks per day) and heavy drinkers (3 or more
drinks per day) as regular alcohol customers. Thus, the expanded availability of alcohol would benefit only
20% of the population at most, but the increased social and law enforcement costs would be borne by every
taxpayer.

US Alcoheol Consumption Another point of this survey is that the vast
majority of Americans already exercise personal
Heavier responsibility by limiting their consumption of alcohol.
52, Only 5% are heavy drinkers, and only a portion of these
Moderate drinkers cause serious public health and safety problems.

Nondrinker L ' Given these statistics, the question becomes: “Is

35% = it sensible to inconvenience 20% of the population to
i protect the other 80% from the social ills and law
enforcement costs that occur when problem drinkers have
unlimited access to alcohol?”

As it is not illegal to be a heavy drinker,
regulating the availability of alcohol remains a highly
effective way to control problem drinking.  Such
regulations have the added benefit of being minimally
intrusive for the rest of society because they affect just a

Source: National Institutes of ]
Health Interview Survey, 2008-2010 small percentage of the population.
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Issue Brief #12:

What is the problem with allowing more stores to sell
alcohol?

o

We’ve always known that a neighborhood saturated with bars, liquor stores and other alcohol outlets
can be a recipe for disaster. Now we have research that confirms this idea. The Centers for Disease Control
and Prevention hosts an independent task force that reviews credible research. That group, the Community
Preventative Services Task Force, recommends using regulatory authority, such as licensing and zoning, to
limit outlet. Their research shows a positive link between the number of establishments selling alcohol, over-
consumption and related harms.

Here are some examples of specific research
findings: Two Indiana University professors reported on
their analysis of crime and outlet density in Cincinnati. They
found that off-premise outlets were responsible for one in
four simple assaults and one in three aggravated assaults. In
another study of eight college communities, E. R. Weitzman
and her team from the Harvard School of Public Health
found that alcohol outlet density was correlated with heavy
drinking, frequent drinking, and drink-related problems,
particularly among women, underage students, and students
who did not drink prior to coming to college.

Using alcohol regulation or local zoning to reduce outlet
concentration can be complicated. It usually involves a process of
establishing problem areas by mapping crime and nuisance incidents
and locations of licenses. These are the areas where caution is needed
when considering applications for new licenses. This is particularly
true for the types of licenses that generate the most police calls, i.e.
places where alcohol constitutes the bulk of sales. In Glendale,
Arizona, police found that the top six convenience stores for police
calls cost the city $39,000 a year. Four of those six had over 1,000
calls to police in just one year. While most licensees are responsible,
adding many more outlets can overwhelm law enforcement. There are
helpful resources available to guide local communities in dealing with
this issue. The Center for Alcohol Marketing and Youth (camy.org)
and the Community Anti-Drug Coalitions of America (cadca.org) have
an action guide for use by local coalitions.

For more information: www.healthvalcoholmarket.com




Issue Brief #13:

Why are there special hours for alcohol sales? Why
do some states prohibit alcohol sales on Sunday or
holidays?

y

Research shows that when regulations change to allow more hours and days of sale, alcohol problems
get worse. In fact, a national task force has generally recommended that these types of limits be retained. The
Task Force on Community Preventive Services states, “On the basis of strong evidence of effectiveness, the
Task Force recommends maintaining existing limits on the days on which alcoholic beverages are sold as one
strategy for the prevention of excessive alcohol consumption and related harms.” This evidence came from
the Task Force’s assessment of studies on the impact of repeal of these limits. The Task Force is an
independent, nonfederal group that is developing a Guide to Community Prevention Services with the support
of the US Department of Health and Human Services.

Generally, research has found that the more widely available alcohol
is in a community, the more problems that community has with alcohol. The cnmmunuy
The Task Force, which conducted a systemanp review of research, noted Preventaﬁve SBMGQS
that removal of days of sale for off-premise licensees (grocery and ‘
convenience stores) resulted in small increases in alcohol consumption and ‘Iask Force on ; o
motor vehicle fatalities. Removal of such limits for on-premise licensees mommends— {} SRl
(bars, taverns, restaurants) was associated with substantial increases in mﬁﬁﬂlniny Kis ﬁﬂ“ Lj:";"
motor vehicle related harm and smaller increases in consumption. Iimlts of the élﬂys ﬁl‘l '

Regarding h f sale, the Task F tates, “On the basis of wtitch aiﬁghphc

egarding hours of sale, the Task Force states, “On the basis o

sufficient evidence of effectiveness, the Task Force recommends beverages am so[d as
maintaining existing limits on the hours during which alcoholic beverages
are sold at on-premise outlets as another strategy for preventing alcohol-
related harms.” It found that increasing hours of sale by two or more hours
for on-premise places resulted in significant increases in vehicle crash
injuries, emergency room admissions, and alcohol-related assault and injury.

Changes of less than two hours showed inconsistent results, and there were
no studies of off-premises hour changes to review.

The United Kingdom has generally abandoned limits on hours and days of sale, now allowing alcohol
to be sold 24 hours a day. The theory was that bar violence would decrease when there was no “last call” for
drinks, and patrons could exit any time of the day or night. This regulation is now widely recognized as a
failure because patrons drink for more hours per bar visit, and police and emergency medical resources are
experiencing greater stress and utilization.

A final consideration is that of police resources. Laws cannot be effective with little or no
enforcement. As more hours and days of sale are added, this puts a strain on enforcement agencies that work
to prevent illegal sales to minors, sales to intoxicated patrons, disturbances at bars and drunk driving. All of
these things increase with longer hours, creating dangers for our communities.

For more information: www.healthyalcoholmarket.com



Issue Brief #14:

Can’t we save taxpayers some money by eliminating
the liquor cops and using local law enforcement or
state police instead?

J

Today, states are under great pressure to reduce budgets. All government agencies are vulnerable.
However, budget changes which result in greatly reduced alcohol law enforcement can have serious

consequences.

There are some disturbing trends. According to former Michigan regulator Pat Gagliardi, the burden
for liquor enforcement has increased significantly. The number of licensees per liquor enforcement agent went
up 22% from 2003 to 2012. While some states added staff, more of them decreased it. Some states have taken
drastic steps to downgrade liquor law enforcement, adding this function to already burdened local or state law
enforcement, or merging with other agencies such as lottery or tobacco.

All states should carefully review these kinds of proposals to clearly understand the losses and gains.
While merging liquor enforcement with a criminal justice or other regulatory agency may gain some
administrative efficiency, it may result in less effective liquor law enforcement. Here are some potential
impacts of such a measure:

Loss of effective industry partnerships: Regulating the alcohol industry is very different from
enforcing criminal laws. It requires an effective and active
working relationship with the regulated community. The reason
is that major responsibilities for prevention of problems are
placed on the shoulders of licensees. These include stopping
sales to minors and intoxicated persons. For these functions the
retail licensee is the front line of defense.  Substantial
responsibilities are also required of licensed wholesalers. They
collect the excise tax. They must track every bottle and can to
guard against fake and tainted products. When a damaged
product is identified, they must quickly remove it from the
market. In some states, wholesalers are required to implement
pricing regulations to prevent price wars. Such price practices
invariably increase consumption, particularly among young
people.

Low priority for liquor enforcement: Local law enforcement naturally puts a priority on serious
criminal offenses such as murder, robbery, rape and assault. While law enforcement is kecnly aware that a
large portion of those crimes are committed under the influence of alcohol, they are often overwhelmed with
the need to respond to specific criminal incidents. In many instances, they have sustained recent budget cuts,
are already over-burdened with responsibility, and don’t have much capacity for additional functions.

Loss of effective means to control underage drinking and intoxication: Public health officials
have consistently recommended that enforcement of liquor laws be strengthened in order to reduce commercial
availability of alcohol to minors. Programs to reduce public intoxication and bar violence are critical to
community livability. While local law enforcement has often been active in conducting compliance checks to
reduce underage drinking, the alcohol beverage control agencies have been the statewide leaders that facilitate

For more information: www.healthyalcoholmarket.com




Issue Brief #14: Can’t we save taxpayers some money by eliminating the liquor cops
and using local law enforcement or state police instead? Continued

partnerships with local and state enforcement. They often establish standards, conduct training for local
enforcement, publicize results to increase deterrence, and track effectiveness. Many beverage control agencies
have active programs to deal with problem bars and to reduce public intoxication. While law enforcement can
do these things also, the alcohol beverage agency can use the liquor license as leverage to gain compliance.
All Taws must be enforced to some degree. To allow lawlessness is an affront to the honest businessperson.
And, sometimes only a little enforcement is needed. When coupled with publicity, a little enforcement goes a
long way to deterring future offenses.

Loss of efforts to educate licensee community: If we expect
licensees to comply with regulations and perform their duties, they must
know what they are, why they exist and specifically what actions are
required. For example, retailers must know how to judge age, check ID
and effectively refuse sales to minors. They should be able to spot
obvious fake ID and inform law enforcement when there are thefts and

“"The Community
Preventive Services
Task Force
recommends

enhanced
enforcement of laws
prohibiting sale of
alcohol to minors, on
the basis of
sufficient evidence of
effectiveness in
limited underage
aicoihol purchases.”
www.thecommunity

guide.org/alcohol/lawspro
hibitingsales.html

obvious situations in which adults furnish alcohol to minors. Without
these actions, the prohibition against sales to minors would be quite
ineffective. Bar personnel must know the laws concerning service to
intoxicated persons, be able to spot signs of intoxication and effectively
refuse additional sales. In order for these functions to be performed
routinely and effectively, there needs to be ongoing communication and
educational efforts.

Loss of Cooperation and Compliance: No system of law or

_ regulation can work by intensely scrutinizing and policing all laws and all -

those subject to regulation. It would be too big of a job requiring
enormous resources. All systems—from criminal law to child labor
regulations—count on compliance by most partics. The partnership
between regulatory enforcement and the regulated community, which
seeks to maximize compliance, is very cost-effective and saves taxpayer
dollars.

In a study of the efficacy and strength of forty seven alcohol policies, a team of researchers ranked
“ABCs present, functional, adequately staffed” seventh highest in terms of impacting binge drinking and drunk

driving.

For more information: www.healthyalcoholmarket.com



Issue Brief #15:

Why don’t we have problems with fake alcohol or tax
revenue loss?

y

Have you ever noticed that there are no stories about counterfeit alcohol in the United States? Did you
know that tax collections for alcohol excise tax are almost 100%? Indeed, these are major problems
elsewhere. In February 2011, the BBC was quoted as saying, “Up to a quarter of licensed premises in some
parts of the UK have been found to have counterfeit alcohol for sale.” It was also noted that alcohol fraud
costs the UK about 1 billion pounds per year in lost revenue. (Feb. 15, 2011, “Fake alcohol on sale in many
UK off-licenses”.) More recently, over 35 people died in the Czech Republic because counterfeit spirit
products containing methanol were distributed to stores in that country. The government had to ban spirit
sales for a period of time to ensure safety. It caused substantial loss to business and in tax revenue. Problems
with fake alcohol have occurred in Turkey, Ecuador, China and India.

The reason for our good fortune is the strength of our

“three-tier regulatory system.” The United States has a closed May contain

distribution ~ system which prevents adulterated and | chemicals found in

dleaning fluids, Nl
Polish, as well 8 »
Methanol, isoproP?
and chloroform-

contaminated products from reaching the consumer. In the U.S.
we require that alcohol go from a licensed manufacturer to a
licensed distributor to a licensed retailer. The businesses in
each tier are separately licensed and no manufacturer can own
or have a financial interest in a retailer. Many states also
prohibit ownership between all three tiers.

Distributors have major regulatory responsibilities.
They collect the excise tax on alcohol and are responsible for
tracking all products. Because of the tracking system, spoiled
or recalled products can be quickly identified and pulled. An
added benefit is the fact that these regulations are not expensive
to enforce. Because distributors visit retailers regularly, they
notice a product that they did not supply. It is their obligation
to immediately report such products to the regulatory agency. Under this system, it would be very difficult for
a retailer to systematically sell counterfeit or untaxed products. And, a distributor is unlikely to jeopardize
their license by offering a fake product to a retailer.

ST T s T

—— T As the United Kingdom and other countries grapple with alcohol
) | regulation, the lessons learned by the United States should be considered by policy-
makers. While lost revenue is a problem, the consequences of consuming
counterfeit alcohol can be quite serious. Illegal products often contain high levels
of methanol. Methanol is not fit for human consumption and can cause blindness or
death. Public safety needs to be the first consideration when considering changes to
alcohol regulation.

For more information: www.healthyalcoholmarket.com



Issue Brief #16:

Why do we need a strong wholesale tier?

J

One of the unique features of the US alcohol regulatory system is the wholesale structure. It is one of
the most effective methods of controlling alcohol problems, producing state revenue and fostering strong local
businesses. Unfortunately, these benefits are virtually unknown and unappreciated. Because of that, we are in
grave danger of losing them thanks to heavy lobbying from the retail and manufacturing sectors. Let’s review
the unique and beneficial features of this system:

\_

Price balancing reduces alcohol abuse problems. Price is a very strong driver of consumption;
therefore, it is important to prevent the deep discounting practices which foster increases in drinking rates
particularly among youth. Our wholesale system does that in several ways:

* High volume, deep discounts are curtailed by requiring all products to be sold through a three-

tiered licensed system.

e “Same price for all” laws, common in many states, require wholesalers to sell all products for the
same price to all retailers. This levels the playing field for small and large operators and reduces
the incentive to engage in deep discounting.

* Prohibitions against selling below cost, again common in several states, prevent extreme price
reductions and price wars that generally induce greater consumption.

* A balanced market with many players provides sufficient competition to keep prices from going
too high. High prices can foster theft, bootlegging and other illegal practices.

Tied house laws foster markets characterized by increased sales due to product performance as
opposed to pay-to-play systems which limit choice and stifle innovation. Tied house laws prevent a system
where payments-or-other—things of-value-are offered-a retailer-if that retaiter witt-favor a particutar product
through special promotions, favorable placement, or carrying products to the exclusion of others. In today’s
commodity markets, pay-to-play systems and exclusive contracts are very common. These systems are anti-
competitive because they reduce the number of products on the market. Products get favorable treatment, not
because they have great sales performance or are a high quality product, but because someone has paid for the
favorable treatment.

Wholesale price restrictions are rated highly by alcohol researchers for effectiveness in reducing
binge drinking and drunk driving.  Generally these policies restrict volume discounts and other discount
practices and prohibit credit extensions. These practices keep prices balanced and help prevent aggressive
deep discounting.

For more information: www.healthyalcoholmarket.com



Appendix: Sources for Information

Issues relating to the history and purpose of alcohol regulation:
1. Aren’t our alcohol regulations antiquated? Weren’t they designed to prevent organized crime and other
problems of Prohibition?

“The Origins of the Washington State Liquor Control Board, 1934, By Rorabaugh, W. J., Pacific
Northwest Quarterly, Fall 2009.
Toward Liquor Control, Raymond Fosdick and Albert L. Scott, originally published in 1933,
republished by the Center for Alcohol Policy, 2011.
“Public Opinion on Alcohol Policies in the United States: Results from a National Survey”,
Alexander C. Wagenaar, Eileen M. Harwood, Traci L. Toomey, Charles E. Denk and Kay M.
Zander, Journal of Public Health Policy.

2. Why do we need regulations to balance our alcohol market systems?
“Why can’t we sell alcohol like tires and mayonnaise?” a PowerPoint presentation by Pamela S.
Erickson available at healthyalcoholmarket.com
“Big Beer, A Moral Market, and Innovation,” By Barry C. Lynn, New America Foundation,
January 2, 2013 | Harvard Business Review

3. Since alcohol is a legal product, why can’t it be sold like orange juice or any other legal product?
"Alcohol, No Ordinary Commodity," Second Edition, Thomas Babor, et al, Oxford University
Press, 2010.
Center for Disease Control Fact Sheet, cdc.gov/alcohol/fact-sheets/alcohol-use.htm
Mothers Against Drunk Driving, madd.org/drunk-driving/about/drunk-driving-statistics.html#demo

4. What are some real-world examples of what happened when alcohol was deregulated?
“The Danger of Alcohol Deregulation: the United Kingdom Experience,” by Pamela S. Erickson,
a report available at healthyalcoholmarket.com.
“Last Call. Industry giants are threatening to swallow up America's carefully regulated alcohol
industry, and remake America in the image of booze-soaked Britain,” by Tim Heffernan,
Washington Monthly, November/ December 2012.
“Health in alcohol policies: the European Union and its Nordic Member States,” Christopher
Tigerstedt, et al.
“Finland’s u-turn on alcohol tax,” by Branwen Jeffrey, BBC News health correspondent.
“Major alcohol reforms pass into law, The New Zealand Herald, by Isaac Davison, December 11,
2012.
Life expectancy: who.int/gho/data/node.country.country-RUS

WHO Country profiles:
who.int/substance abuse/publications/elobal alcohol report/profiles/en/index. himl#U

University of Oxford: ox.ac.uk/media/news_stories/2009/090626.html

The Atlantic: How alcohol conquered Russia: theatlantic.com/international/archive/2013/09/how-
alcohol-conquered-russia/279965/

Finland: vle.fi/uutiset/ministry memo tighter controls higher taxes for alcohol/6787407,
news.bbc.co.uk/2/hi/health/7846842.stm, vle.fi/uutiset/majority_opposes_pricier_alcohol/6751023
NZ: justice.govt.nz/policy/sale-and-supply-of-alcohol

How our regulatory system works:

5. What does a good alcohol regulatory system look like?
“What are the most effective and cost-effective interventions in alcohol control?”” World Health

Organization, February 2004, who.int (Nelson et al / Am J Prev Med 2013 3;45(1):19 - 28,
ajpmonline.org

For more information: www.healthyalcoholmarket.com



Appendix: Sources for Information Continued

6. Why are some states in the liquor business? Can’t a control state just convert to a license state and save
money?

“The Effects of Privatization of Alcohol Control systems,” The Alcohol Research Group, 2009, an
update of a previous version by the Pacific Institute for Research and Evaluation. Available at:
nabca.org
“Recommendations on Preventing Excessive Alcohol Consumption: Privatization of
Retail Alcohol Sales,” Task Force on Community Prevention Services, available at:
thecommunityguide.org
“The Illusion of Privatization Success: An Inventory of Tricks”, Updated February, 2012, by
Roland Zullo, Research Scientist, Institute for Research on Labor, Employment and the Economy,
University of Michigan.
“The Fiscal and Social Effects of State Alcohol Control Systems”, by Roland Zullo et al., Institute
for Research on Labor, Employment and the Economy, University of Michigan, May 2013.

7. Why are beer, wine and spirits regulated differently?
“The High Cost of Cheap Alcohol,” Pamela S. Erickson, a report available at:
healthyalcoholmarket.com
Toward Liquor Control, Raymond Fosdick and Albert L. Scott, originally published in 1933,
republished by the Center for Alcohol Policy, 2011.

8. What are the benefits of the three-tier system of alcohol control?
“The High Cost of Cheap Alcohol,” Pamela S. Erickson, a report available at:
healthyalcoholmarket.com.
Toward Liquor Control, Raymond Fosdick and Albert L. Scott, originally published in 1933,
republished by the Center for Alcohol Policy, 2011.
“Last Call. Industry giants are threatening to swallow up America's carefully regulated alcohol
industry, and remake America in the image of booze-soaked Britain,” by Tim Heffernan,
Washington Monthly, November/ December 2012.
Affidavit of Pamela S. Erickson, Anheuser-Busch, Inc. et al., v. Stephen B. Schnorf, et al. Case
No.: 10-CV-01601, US District Court, Northern District of Illinois, Eastern District.
“Safe and Sound, How the three-tier system of U.S. alcohol regulations helps ensure safe products
and protects against revenue loss”, Barry Finnemore, produced by Public Action Management,
available at healthyalcoholmarket.com.

9. Isn’t alcohol regulation bad for business? Shouldn’t we loosen alcohol regulations to help local

business?

“The High Price of Cheap Alcohol,” Pamela S. Erickson, a report available at
healthyalcoholmarket.com

Individual system elements:
10. Since the recession, all Americans expect good values, so what’s the problem with lower prices for
alcohol?
“Effects of beverage alcohol price and tax levels on drinking: a meta-analysis of 1003 estimates
from 112 studies,” Alexander C. Wagenaar, Matthew J. Salois & Kelli A. Komro. University of
Florida, College of Medicine, Department of Epidemiology and Health Policy Research,
Gainesville, FL, USA.
Bureau of Labor Statistics
11. Why shouldn’t alcohol be more convenient for customers to buy? Shouldn’t those who drink exercise
personal responsibility?
“Recommendations on maintaining limits on days and hours of sale of alcoholic beverages to
prevent excessive alcohol consumption and related harms.” Task Force on Community Preventive
Services. Am J Prev Med 2010; 39(6):605-6. Available at: thecommunityguide.org
“Health Behaviors of Adults: United States, 2005-2007,” Centers for Disease Control and
Prevention.
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Appendix: Sources for Information Continued

12. What is the problem with allowing more stores to sell alcohol?
“Recommendations for reducing excessive alcohol consumption and alcohol-related harms by
limiting alcohol outlet density.” Task Force on Community Preventive Services. Am J Prev Med
2009; 37(6):570-1. Available at: thecommunityguide.org
“Glendale, Arizona Smart Policing Initiative, Reducing convenience Store Thefts,” Smart Policing
Initiative, Spotlight, March 2012, Bureau of Justice Assistance, US Department of Justice.

13. Why are there special hours for alcohol sales? Why do some states prohibit alcohol sales on Sunday
or holidays?
“Recommendations on maintaining limits on days and hours of sale of alcoholic beverages to
prevent excessive alcohol consumption and related harms.Task Force on Community Preventive
Services.” Am J Prev Med 2010; 39(6):605-6. Available at: thecommunityguide.org

Revenue and safety:
14. Can’t we save taxpayers some money by eliminating the liquor cops and using local law enforcement
or state police instead?
Deregulation by Defunding, Why We Shouldn't Let the Players Make the Rules When it Comes to
Alcohol, By: Pat Gagliardi, President, Gagliardi Associates, Former Michigan Liquor Control
Commissioner, Former Floor Leader of the Michigan House of Representatives. To be published?
15. Why don’t we have problems with fake alcohol or tax revenue loss?
“An Analysis of the Structure and Administration of State and Local Taxes Imposed on the
Distribution and Sale of Beer,” Prepared for the National Beer Wholesalers Association, by
Washington National Tax, KPMG LLP, Washington, DC, March 2009.
“Safe and Sound, The Three-Tier Alcohol Regulatory System: Ensuring Safe Products, Protecting
against Revenue Loss”, by Barry Finnemore, produced by Public Action Management, Feb. 2013.
16. Why do we need a strong wholesale tier?
“Efficacy and the Strength of Evidence of U.S. Alcohol Control Policies”, Toben F. Nelson et al.,
Am J Prev Med 2013; 45(1):19-28.
“The Government turns the screws on alcohol fraudsters,” Wholesale News, December 2013.
Available at: wholesalenews.co.uk/news.

For more information: www.healthyalcoholmarket.com



Safe and Sound

How the three-tier alcohol regulatory
system promotes safe products and
high revenue collections

Produced by Pamela S. Erickson
Public Action Management
healthyalcoholmarket.com

Copyright © 2013




‘wopbury paliun sy pue eisauopu] ‘euly) ‘eissny ui pauod
-a1 UsaQ aAeY OSje |oyooe pajeld)npe 0} payull ‘ssauputjq Buipnjoul
‘saun(ul pue syjeaq .@d2uaunddo ienbal e, ale aiay} |OYoIJE 2IX0}
wolj syjeap jey) Buiou ‘eipu; ul joyosje 2ixo} Buiwnsuod Jsye paip
pey s|doad ¢iy| Ises} je yey} pspodal 9gg ay) ‘110z Jaquadaq U

?_sz Buioyy feuphs @'acaing aauj Olpexy @ 30D 45 ' D8R 'NND @ :382UN08 SMaN

yIIs rm 9D mm xo_m 80E paip _m .
6002 ‘eisauopu| S 205 L paiD by L4102 'opend3 §
T | 0102 'ehuay § e
e @ .
Loy % ]

™ o 0CL paip 0o
8 )07 ‘e T\
=y A e
‘S ,.rhv/ ¥0IS Oy 'paIp 1§ B0
,_u_m qm zm_u 8l Yo1S 8pE 'palp w..l\ .nEN Ezu
n—cu csms_mm €102 'uelj i

%215 0f ‘P3IP 8¢
j 2102 ‘anandey yosz) §

[oyooje va_S Wwos ?:E_ PuUB YJESP JO SiuspIoul mu.gu:o__.s

‘1onbi| pajuie)}
Bupjuup woly paip seinpuoH ul 3jdoad gz uey) aiow ‘g0z Jo Jawwns
ay) uj "ojess Buipe)s e uo yjesy s,aidoad pawiey pue saAl| uaye} sey
|[oyooe JIauaunod ‘saljunod Buidojeasp pue padojaasp yjoq uj ‘aseo
pajejosi ue woJ} Je} st juspioul agnday yosz) eyl ‘Ajgjeunpojun

‘sl
-unoo ueadoin3 Jayjo o0y peaids Ajpsuodas — uueje signd pue — joed
Wi 8yl "JuSuod |oyode sajealb Jo jusosad Qg yum Jonby jje jo sjes
8y} Uo ueq apimuoieu e asodwi 0} a1y} Juswwanob ayy bujdwoid
‘sjuids pejuie} Bupjuup Jaye dlgndsy yoszd sul Ul ZLOZ 4O e} Sy}
pamnful Aisnouas aiem suazop pue paip ajdoad uazop iy} uey) alopy

SS07 9NUdAaYy Jsuiebe Buposjolyd
‘sjonpold ajes Bulnsug
:we)sAg Aiojenbay joyoaly Jail-294y] 3yl

wied je uos)du] 'S ejswed O3nAuapisald
EwEwmw:ms_ uonody Jland 390eju0d aseajd ‘uoneuniojul aiow

104 “Juelinsuod Bunipe pue Bum ‘aiowasuul4 Aiseg yum uonerd

-osse u] Juawabeuep uonosy aiqnd Aq paosnpoud sem jiodai siy |



; “ TTTTTTTT T Mpeadv ubw DWGHIV JJTIYUIU YW
swajqoid Jouiw “jexiew s Aepoy u| Jonpoud 10 yojeq psjuie] e sonpoud
>_c®v_mu.m_E Uued siainjoenuew pasua2i| }s8q ayj usag .Euwsbc_ joyooje
Sy} Ul S0USPIUOD JBWNSUOD 8INsud sdjay os|e wajsAs J8l}-ealy) sy

J8|lejal pssus9)| e 0} 1onpoud
ey e Bulsyo Aq ssuagy sy 8z|psedoaf o} Ajayijun si Jonquisip & ‘Puy
‘Sjonpoud paxejun 10 Yapaiunod |as Ajleanewsyshs o} Jgjeal pasuss
-Il B Jo} ynoigip oq pinom § ‘weyshs siyy sspun ‘Aousbe Kiojejnbai
sjeudoidde sy 03 spnpoud yons nodal Ajsjeipaww 0} palebiqo ale
Aay) -Alddns jou pip Ay ley} 1onpoud e aopj0u Aayy ‘Aenbay SIETS]
~8.1 PSSUSJI| YSIA SI0INQUISIP PAsUSDI| asnedag "SaAlRYS wouy psynd
Pue payyuap; Apoinb oq ueos joyoote pajjesar Jo pajlods ‘Bunjoel) 1on
-poid 03 syuey] -ssuadxa Johedxe) enxs je wiopad 8SIMIBYJ0 pjnom
Juswwenob ayy uoiouny e ‘spnpoid yoes pue saxe} 8s19xa 09|09
— SIS|ESSI0UM pue sioinquisip pesusdl| — Ja S|ppIl By} ul siojesadQ

S19/ESIOYAA
fsioihquisig

+

siamnjpoejnuepy

J9|lejal pasus0l| e 0} JoInquisip pasusdl| e 0} Jainjoejnuew
pasus0l| e wouy of o} painbal si joyooje ssnessq siBWNSUOD Bul
~LjoBal Woyy sjonpoid psjeuilwe)uod pue pajessynpe juaaaid sdjay osje
wajsAs uonnquisip pssojo siy) ISWINSUOD 0) Jainyoenuew woulj ‘ureyo
uonnquUisip [oyooje aius ayy Buyonuos Aq o ‘ssoijoeld anissaibbe
ybnouyy ssjes joyooje ssesioui Ajjeaib o) %83s pinom jey; saiuedwios
able| Aq uoneujwop soejdieyiew Sjusne.d alnjoniys siyj Jsyjo yoea

0 Juspuadapu; ‘paumo pue pasusy| Ajejeledss aq o} siay 1oxiew
331y} a8y ul Bunesado sassauisng salnbas wajshs ay) ‘jeisusb u

S)40m wayshs 1913-3a.4y) ay} moH

SN
Sy} ur uonenbaisp joyooje Buess yiom je aie s82.0j Buou)s ‘soeld
-19xlew |oyodje jusioiye pue Ayyesy e suoddns A|Inyssaoons weshs
SU} 3ym ‘ssnedaq pspasu S| Ssjeuq [ejuswepuny asay) jo Buipues
-Ispun Jsjealb v ‘podas sy} jo snooy sy ale — SSO| anuaAal jsulebe
uondsjoid pue joyosje axey 1o pajule) suleBe Buipienbajes Aq A1sjes
Jlignd ainsus Buidjsy — wajshs Jai-83ly) ay) Jo spjeusq Jolew om|

'suoisinoid Auew soio4us 0}

J3yjoue 0} Jal} duo wou) saouejeq pue

S¥98yo sesn 3 "saolpoeid |euoijowoud

uon pue  8oud ‘Aujigeiene  joyooje
% Saouejeq walsAs usnoid siyl snooy
S0IABS UMO S) yim yoes ‘sisjie}al
‘[0Yooe 11y pue sisjessjoym ‘sialddns/siainpoe;
~131UN0| pue pajule). -Nuew  :si8}  jodew  oleledes
wo_o_mw._u& Juanaxd a1y} ybnouyr plos oq oy joyooje
Bw:_c_.oﬁ_,_ssvo&m 3 sannbal jey} wajshs anoaye ue o)
: alsype ssjejs Jsopy ‘joyooje ajenbai

o} Awoyine ayy sole)s aaeb os|e
uonqiyold psjeadal jey} Juswpuswe
[euonnmsuo) ay| ‘walshs Aioyejnbai
: : ] |[oyooje 183-sa1y) ‘paseq-oie)s
N0 JO 9snedsq si |oyodje pajure} pue JausjuNod LM sws|qoid may
0S SABY @M UOSeal Y| 'JSEIUOD MJEJS Ul SPUE]S ssjels panun ayy

IR CRITETE e (S

$SIMSUS wiRsAs A1oem3an
[0403Je Jan-23141 “S'() Sy L

waysAg Aiojeinbay joyooly "s n oy jo sysusg ay

. Aprey e1adwod ues sessauisng }ssuoy ey} ainsus
01, AjaApaye pnesy Buipioe; jo douepodw 8y} pessalls J| ,'SE2IAILS |
-qnd [EJIA puny 0} anudAaJ JO JusSWUISA0B 8y} Buinudep, ‘senuansl xe)
150] i Jeak yoea (uolq zg'1$) spunod uoliq Z'L se yonw se sjsod
'S9peosp om} ISe| By} Ul “M'N By} ul umolb SBY yaoiym ‘pneuy joyooje
1ey} podal ZL0Z YoJep & ul pajou JusLLLISACD ysiug sy} ‘spymuespy
uspioul ZL0z 8y} jo asnedsq enusAal Ul suoljjiw 8s0| 0} psypaf
-0d a19m sessaulisng pue saxe) Jonbi ul suoljiw obaloy o) peadxs
juswwianob sy} ‘suoje olgndey yoszn ey} u| "oedwi [epUBUL SNOW
~I0US U sejeald joyooje Yyapusjunod Js0o uewny oibes) ayj puofag



IoYodje JapsluNod assym ongndsy yoszy) oy se mosw SaJUN0D uj

‘loueyisw 1o ‘joyodie |Ayisw Jjo sjans)| [eyls)
Buiuiejuoo joyooje ¥au8unod Buiwnsuods Jaye paip sidoad €2 alaym
fexiny ur esea e payybiybiy “Aousbe juswisolojue me| ueadoing ay}
lodoing ‘syonpoid yausunod jo sisBuep sy Buiuno 8%aid uonew
-0jul UE U] "yjesp pue ewod ‘ssaupul|q ‘SUoIS|NALOD ‘Burwion ssned
1ed pue snossbuep s ‘sjunowe |lews uj usAe ‘loueyisw snouosiod
1M Spew |oyooje yapaunoo Bujuup Aes sspuoyne Yiesy ‘pespy

. snosabuep
UsA Ajjenusiod osje aie Asy) Ing ,'80e|lepn |ned isiBojoiwapida Yasia
PE [BJIpaw jeIyd sasemexuuq pies ,‘Asdly |98 nok Bupjew jo swiay
Il jouey}s o} spoays Jejwis sonpoid ued joyoole Jo sadA) Jayjo ssay] ,

‘loyodye pajuie} ur punoy
188 SEY WI0J0I0|Yo S8SED SWOS U| 'S|an; awos pue 9zsaljue ul
)8sn ale yoiym ‘jouedoidosi ‘joueyiawl Se ||om se ‘PINj} Jaysem plaiys
puIm sjiqowolne pue Jarowas ysijod Jieu ‘spiny Buiuesio u) sjeowayd
'PNOUL joueys 1oy sanisans pesn Ajuowwos jey; pajou ‘sson
deud Bujuup y'n Buiroidu je pawie Ajueyo yn ue ‘siemesuuq

‘uon
Jwnsuoo uewNny Joj Y} JOu S[EAWSLO Yum Bpew s usyo j esheoaq
}BSY 21qnd 0} Jealy) swanxa Ue S| [04OdJE JSUSJUN0D ‘UOHEISPOLU
1>{ULIp 0} 54eS S| YoIYM ‘jouByle YiM Spew S| joyodle SjewniBa) sy

Ioyoaly pajure] jo siabueq yyesy ay)

«Jussaid je uey) Jsjeasb
lenueisqns aq pjnom souendwos
' 19AS| usAIb  Aue  easiyoe
| fMessedsu ssoinosas jo ELE]
4 'sjoiuoo 8say} INOYUAA Jeuuew
IBloIYe ue ul saxe} Jeaq yum
Jueldwod Buunsus o} [ejuswWwEpUN)
Si8|esS8joyMm pasusol| ulepsd woly
uo jonpoid sseyoind Aew sigejsl
U} pue sisjessjoym pasusol| o} Ajuo
'S J}snw siajddns jey} sjuswainb
4 Yenoyed  uj,  ‘siojensiuwpy

XL O uopelspa4 a8y o Jopanq sAnoex3y oy  Aueuw
~104 PUB DY jo ueounq Aspey Joyine suodas ay) sj0im | ‘sway
-sAs xe} snouea ay} yum soueydwos ainsus pue uleyod uonnquisip ay}
18jus 0} sebeianeq oljoyooje (paxejun o) pueqenuod 10} saiunuod
-do Jwi ‘sebeianaq aljoyooje 40 MOJ} BY} JSAO [0JJUOD SSIDISXD 10/pUB
X€} 0} sjuiod Jo Jaquunu payiwi| B yum siojelnisiuiwpe xe} pue sioye|nbai
Sjels apinoud ‘elels ayy ul ssbelansq o1j0yode o MO} 3y} Jo)uowWw
0} Ayunpoddo ay} sjesio Jayysboy usye} ‘suonenbai assy], "saxe)
198q yum soueiidwod juse ainsus sdjay ey} wayshs Aioyenbai
B Jo ped sem wsajshs Jai-ea1y) ay) Jey} punoy )| 'sajejs ay} ssosoe
193Q JO uonnquisip pue ejes ay} uo pesodwll SOXE)} [BI0| PuE SJElS
SNOLEA JO UOREISIUILIPE PuB SUNPONIS 8y} PaUIEXS ‘uoljeloossy
SI9jesS9joyA) Jeag |euoieN 8y} 1o} ONJIM Aq paredaid ‘Hodas 6002 V¥

SSO| 8nuaAal sjuaaaid waysAs sen-vsaay |

WWDAUASDE=ALUSTEM/ MWWWTOHY
€ PSMsiA  8q ued> eoas eyl jnoge paonpoid 09pIA
V 48WNSUOD 8y} 0} %su ||le psdnpai pue jonpoid pajoedw ay) jo %001
104 PSUNOIDE SI0INQUISIP BY) pue usysuisH ‘Ynsal B sy ‘uonnesasd
€ SE ||edal 8y} Uo papIosp §l Ing "seunful JaWNSUOS Jo suodal ou uas(q
PEY a1sy} jey) pue ‘9| uey) sse| Apueoyubls sem sajnoq pajpaye
JO J3quinu 8y} paAsijaq SEM JI pIES USYSUISH ‘Padunouue Ssem [iesal
34} usypn "suonoadsul Ayjenb supnos sy yBnouy) pajoslap sem 108y
~SP 8y} ples usxsulaH “pinbi) sy} ojul jlej pue seRoq ay; Jo dij |pisul
3y} wo.y sjesedss o} sse|b Jo sapiped Jo sulelb jjews Joj |efnusjod ayy
Ay O 1) [ e e Buesaso esaq jo saydjeq uepso
T - | 1o} pssn s9pog umosq oouno
-Zl Ul J08jep e Jo asnedaq sajels

oiyoads ul sebexoed pue spnpoid
ZELEN pajjesal Ajuejunjon
Auedwoo ay; Jeak jse spyeuaq
uonosjold-JIBWNSU0D SWalsAs ay)
sajesisn||l -ou| ysn usyauleH Bul
i BS10 WIEaH plioas | ~NOAUI aidwexs juadal v ssauisng
oﬁ.ﬂ””ﬂﬁﬂ”u@udﬁ.ﬁ% B SABS UEO PUEB ULBY SSZIWIUIW
s synpe Aq fjjeqod pawms | SIUL ‘ued pue soq Aiens
~U0D [OHOd[E JO 9,0¢ Apean | OIOBJ) ISNW  sis|essjoyM [OyOI|e
: S Ty pasua|| ‘pajou se ‘esnesaq aoe(d
JMomy nok pigy | -195BW [OYOOE ‘SN BY) ul uaddey

0} Ajy) sse| yonw si siy] joxEW

~S[RUUBLD [BULIO} IPISINO PlOS
Pue panquisip ‘paonpoid sj 1
asSNBI2q “[ONUED [BIUAURLIAAOT
JO wAsAs ensn 2yl apisino
| PUB paxemm Si 1eqi joyodje,




Jawnsuod ayj 0}
Jaonpoud ay} wolj saxe} u sdeys
ay] syoesy AjBAisys  yoiym
wajsAs pasuadij e ybnoiy) awoo
pjnoys ajels Aw uj p|os joyodje
e, eyl peaibe jusoiad g8 e

"Wwa)sAs
Jal}-8a1y} a8y} Jepun pjos aq o}
|[oyooje asnbai jey) suonenbal
puUEB SME] UMO 113U} }as 0} sajels
Jo sybu ay) poddns jusosad g7 e

eyl
ued ui punoy }| A21j0d |0Y09)Yy 10} J2)ua) Jjoiduou 8y} J0j PePNPUOD
Aanins spimuoijeu jusoas B Jo SYNsal ay) Japisuo) -ognd uesuawy
ay} JO Jsow ypm dajs jo jno Ajpaxiew ase saleooApe uonenbaiap
Jey} Jesjo ayew skanns ‘wa)shs Jall-sa1yy "S N 9y} 0} sjealy) apdsaq

"oluapida |0yoo|e [ENUIA B w028 SBY Jeym gind

(M Jeyl saioijod aaipoays jo wajsAs e Juawsa|du 0} moy pue swajqold
joyooje atanas yum Buiddelb si Aunoo ayy Aepo} pue ‘sapeoap Jano
Keme paddiyo asem suopeinbai joyosje “y'n oayy uj "ssoud Buoue
-leq pue saxe)} buijosjoo Ajjuaioiys ‘joyodje pajule} pue axej Buiusa
-aid Jo suoijouny s,walsAs Jai}-ea1y) 8y} aulwispun je yj}saosuan
b @ s u 0 9 pepusjuiun o0} Buipes| ‘Junodde ojul WalsAs alijus ay) axe)
Juop jey; suonnjos ansiduns Auano jo uondope Joy jenusjod sy} si
uonejnbaiap joyodje piemo} ysnd ay) ul Juaisyu siabuep sy jo aup
"SSOUEBISWNDIIO Je|IWIS paousiiadxe aaey saje)s Jaylo

‘sjonpoid syesun pue pied xej-uou o} anp Ajgjes pue SSO| SNUBA8I
yiog J0j JawnNsSuod ay) 0} ysu Yy} aseasoul spnyubew siy) Jo sind
"S98sU89|| Jonbyj Jo spuesnhoy) Jojuow 0} sjuabe |oyooje Jo |njpuey e
}snl ys) 010z Wi sind 129bpnq aje)s ‘ajdwiexs 40} ‘Unossiy u| , Buipungep
Aq uonenbaisp, pajieo-os si walshs ay) 0} Jealy} Jayjoue JaA ‘Alases
olignd j08j0ud 0} pue ‘uoniqiyoid palepaid jeyy wajqosd Jolew e
‘syoiiew |eo0] Buneuiwop wolj saluedwod Juaaaid o) wie suonejnbal
[Oyodje JSow Joej Ul Usym ‘uoiiqiyold Jo swajgqoid Jayjo pue awuo
paziuebio wejs 0} paubisap ‘pajenbiue s| wWalsAs Jal-aaiy} ay) jey)

pusjuod Ajbuoim uoljenbasep Moas
Jey)l sSa040) ‘sased ISUlo U] "S19Y09d YN '00'IIBM ENULID MMM
Juswulanob ai0isa1 pue BnuBAal  :aounog

}1sooq 0} Aem e se uonenbaisp

ansug
aks  s|leyioys  18bpnq alqnd spaepue)s SUIPBL S, SN
yum Buiiddelb sejels ‘sosed SWOS Ul gip jo sAnnoexq Jory)

sy | PIOJSIIED oY

meu Jo uonejuswsedwl Buipiebal « [BYI3| 3q PINod auim
Buibueim [eba| jo anem e payieds  PUE SIads HopSuUNoD ‘sured
sey oAjelul ay| 'sojes sum pue 9 3s[8} Jnoge 3snl jou
sonby Buizneaud Aq waysAs sen-sauyy Ml 10UOd[E E] Jo Ajiqe
sy} pass)e sANeNUl Jojleq [nysssoons I oAE St UL PSS SIT Inoge
e ‘olels uoybulysep) Ul ‘suonoujsay  PolHeouoR BEARESLOM
Mmaj Uim ‘onpoud Jawnsuod

Jaylo Aue oy pajeiew aq ued |oyodje ey} os uonenbalsp piemo)
ainssaid Buimolb si asay} Bunesuew pue Ayqissasde ‘Ayjiqepioye
joyoole paseaioul piemo} puas} B Bupusuadxs S| S8lelS psiun syl

wa)sAg Aiojejnbay |0yo9|vy "S'N 03 sjealyl

“UoI}e|N2.ID Ul ||1IS a1am [oyoo|e shouosiod jo
S18}l| 000‘G swos paAalaq ao1j0d jey) pajou |jod ay) Buiuissuod podal
paysiignd &  ‘19A08I0W
Jonbij BuiAnq uaym
wayj} mojjo) psjod asoy}
JO ymis-auo Ajuo souls
ysny} o1ignd dn asoys uibuo
joyooje Buinoid ssjeonpsd
|elvads Jou sdwe)s
M3U Jay)au  jey} punoy
os|e |jod ay] "84} qsU aq

-WJOJOIOIYD vE.__,ﬁ.,_, 0} Jeq B ul panas Jonbyj jo
0)dOS! ._ocmsmE___ uondwinsuod 8y} Japisuod
se [|oM SB ._._m__an“_.._. syoezn Jo Eon_:oa gl
«epints Bul . Auo ey} punoj ‘olgndsy
feu Sping Buluegy 3 yoszo ey u sbBuosiod
S|ediWwayy | ; Hess

ul punoj PRl S [oyodle 8y} Jo  S¥EM
urejuoo Aeys syl Ul 'ZL0Z JSQWISAON

8jge| ul peypnpuocd |od
Vv l19yiew 8y} woly joyoole
pajuie] aAowWal 0} YnoIyip aq ued ) puy "Buiob mojs aq ued sjonpoid



‘Jjousq pjnom auo
OU UdIym wWolj Oleusds B — U0I}03||00
Xe} BAjoays 3sod pue Ajgges oygnd
sjnosspun  A|snouss jeyy uonenbaiop
[eswaoaid ybnouy) pausyesm Jo pajuelb
Joj uaye) Jou aJe sjeusq s) 0s ‘siapesg)
papale Ino Aq Apejnoiued ‘poojsispun
@M s1 wajshs 8y} jey) ainsua jsnw app
) spoddns oyignd ay} yoiym o} saibep
3y} pue wajsAs Jan-eaiy) sy} Jo suonouny
[e¥A 8y} Jnoge ssaualeme Buisies ui
Aeid o} sajos Juepodw aaey — ssBLINSUOD
pue S[eloIyo JUSWS0I0juS Me| ‘saljIoyIne
yyeay ongnd ‘sispiaoid  Juswieas
pue uojjusaaid esnge  aouelsgns
‘slgjie}al pue sionqusIp ‘siainpenuew
|oyodle pasuadl| — sn Jo ||e ‘s| joe) a8yl

‘sjonpoud jo av10yo
paywy Asan e sey Jawnsuod 3y} pue jexiew o} jnposd Jidy) }ob
Jouued siamalq |lews ‘AjJaaisnjoxs 199q J1ay) aAIes 0} Alamalq B yim
JOBJJUOD JSpun Sle sieq pue sjueinejsal alsym pUom ay) ur saoeid
Jeyjo pue adoin3 ul sey ¥ 3| yonw paAjoAe® SABY pjnom Assnp
-Ul 188Qq 8y} saAs||aq ueizeded ‘y noyum Ing ,A|Bn, sem uoniqiyoid
Jey) psbpajmouoe ‘wodisuiwexy je paysiqnd ‘AuBjuswiwod ay)

 Sesmaiq 00t'z Buneiqs|eo mou awi sy}
Buifolus aq p,am yuiy} J,uop | pue ‘psuaddey saey pinom sbuiyy pooh
%ulyy Juop |, ‘axem s) ul pabiawa jey) wae)sAs Jal-aaiy} ay} pue uoi
-1q1yold Joj jou i “Jeyy panbie ‘siamalg Jo UONEIDOSSY By} JO Japuno;
pue Joyine ‘ueizeded siey) ‘evaid uojuido jJuadal B Uj ‘SOUB)SUI
Jo} J9aq axey “Ansnpul joyooe JueiqiA e sajowold walshs ay) ‘paspul

19xJew [oyoole ay; Ui 8}aduiod ued sassauisng JSjjews Jey} 0s
pIay Buifeid ay} jo Buijons) e pue 8010yd JBLNSUOD :WaYSAS Jl}-93Iy)
3y} jo sajnquye Asy Jayio a|dnod e o} syuiod Buipuls iy Apunwwod
Jisy} ul Jonbi| pue suim J9aq Jo AjoLIBA SPIM B puls O} SYNPE 1o} ASED SI
)l peasbe syuspuodsas jo juaosad g8 Jey} punoy osje AsAns awes ay |



