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With Big Alcohol seeking to increase profit margins, across the U.S. powerful corporations and 
misguided politicians are promoting plans to eliminate state control of alcohol sales, promising 
better prices and selection in return for less alcohol regulation. As states become more desperate 
for revenue, a booming alcohol business could overshadow the protection of public health and 
economic stability.

Currently the biggest threats are efforts to privatize alcohol sales, in which control states would sell 
their liquor stores and distribution centers and license private businesses to sell alcohol. Selling the 
state’s assets and collecting license fees would generate a one-time cash windfall, an argument 
that proponents use to grow support for privatization in the present economic climate. Absent from 
their promises, however, are acknowledgements of the longer-term losses of annual income that 
states will experience and the significant threat of privatization to the public’s health and safety. 
Research shows that privatization will result in substantial harm to the public’s health and safety. 
States will experience higher economic costs stemming from increased outlet density, increased 
consumption, and increased alcohol-related injuries and violence.

Major Findings

spirits and less alcohol in general than in license states. Also, control states collect more than three 
times as much revenue per gallon of alcohol sold as spirits.

alcohol consumption, and alcohol-related harm while depriving the state of millions of dollars in 
annual revenue.

related harm. For example, higher outlet density is strongly associated with suicide, assault, and 
other violence.

rates of alcohol-impaired driving deaths, than license states.

Virgina have shown that privatization leads to increased consumption and harm, and decreased 
revenue.



would rise by 21 percent and total alcohol consumption would increase as much as 7 percent.

total harm costs. 

deaths would occur each year.

Starbucks locations in the state. 

legislature; now the company is taking its cause to the voters.

Recommendations

alcohol is regulated because it is potentially harmful. 

protect public health and safety. 

alcohol regulators also need a history lesson so they understand why their jobs are so important and 
why they should speak out to defend control and regulation in general.
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distance themselves from industry influence and politics and do more to stop the erosion of state-
based alcohol control and regulation.

organizations need to recognize the critical importance of state regulation.

states from privatization, and urge them to oppose any privatization voter initiatives, legislation, or court 
challenges to control systems.

box chain stores who are behind current privatization efforts. 

call upon their legislative leaders to protect the public over profit.

public health benefits by not only maintaining but strengthening their control of alcohol sales.



Control State Politics
Big Alcohol’s Attempt to Dismantle Regulation State by State

Introduction

With Big Alcohol seeking to increase profit margins, across the U.S. powerful corporations and 
misguided politicians are promoting plans to eliminate state control of alcohol sales, promising better 
prices and selection in return for less alcohol regulation. As states become more desperate for 
revenue, a booming alcohol business could overshadow the protection of public health policy and 
economic stability.

privatization argue that the government should have limited power and that a free market would 
efficiently regulate alcohol, as with any other commodity. 

attempt to make an economic case, promoting the financial allure they see privatization offering both 
the state and business.

demonstrated likelihood of privatization to increase the number of lives lost, damaged, and forever 
changed by alcohol over-consumption.

While there has been much news coverage of both battleground states, what has been missing is a 
proper historical context and policy understanding of the origins of control states in the first place. 

maintaining what’s left of the control state system and not let profit motive and politics trump public 
health and safety. 

substantive scientific literature that supports the state control of alcohol to protect the public; the 
political players and industry infighting in the privatization battles; and two current examples to serve 

Brief History of State Control of Alcohol

regulatory and enforcement systems for the sale and consumption of alcoholic beverages. After the 

and law enforcement while minimizing alcohol consumption and its various associated harms – the 

alcohol sales with the government’s interest in protecting public health and safety. 
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with alcohol sales; under the license model, state agencies issue licenses to private businesses to sell 
alcohol subject to the state’s regulation and enforcement. Both systems aim to create and preserve 
a three-tiered structure—producer, distributor, and retailer—intended to keep any one company from 
seizing too much control of the market, thereby avoiding vertical integration. 

products are controlled and which tiers are run by the state, but all express a policy of restricting 
alcohol availability to reduce consumption and associated problems.1

years, by either privatizing the wholesale or retail tier or by privatizing the sale of one or more types of 

Many Benefits of State Control of Alcohol
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State Spirits Wine

Montgomery Co., MD Wholesale/Retail Wholesale/Retail

New Hampshire Wholesale/Retail Wholesale/Retail

Pennsylvania Wholesale/Retail Wholesale/Retail

Utah Wholesale/Retail Wholesale/Retail

Alabama Wholesale/Retail License

Idaho Wholesale/Retail License

Maine Wholesale/Retail License

North Carolina Wholesale/Retail License

Ohio Wholesale/Retail License

Oregon Wholesale/Retail License

Vermont Wholesale/Retail License

Virginia Wholesale/Retail License

Washington Wholesale/Retail License

Mississippi Wholesale Wholesale

Wyoming Wholesale Wholesale

Iowa Wholesale License

Michigan Wholesale License

Montana Wholesale License

West Virginia Wholesale License

Control Jurisdictions2



showing the harm privatization causes to the public.
whose missions are to promote limited government and fewer business regulations, rather than to 
promote safety and reduce harm to the public.

alcohol than in license states, while government sees more than three times as much revenue per 
gallon of alcohol sold as spirits.  Consumption is lower in control states due to less alcohol availability; 
there are fewer spirits stores, shorter operating hours, more restrictions on advertising and packaging, 
and control of excessive discounting.7 State retail store employees are also likely to have better training 
and experience to prevent underage or inebriated drinkers from purchasing alcohol.

beverages are available for purchase, either per area or population.
with alcohol-related harm. Studies show strong associations between alcohol outlet density and 
suicide, assault, and other violence.

privatized, wine sales and consumption increased significantly.12

spirits. Contrary to common privatization rhetoric regarding border states, no changes were found in 

Control states have significantly lower rates of youth drinking and binge drinking, as well as lower 

have found these large-scale effects in other countries as well, especially Canada. For example, 
privatization of liquor outlets in British Columbia has contributed to increased alcohol sales and 
alcohol-related harm.

the public welfare in Alberta was reduced, along with tax revenue.

rates are twice as high as they are in the United States, and the incidence of alcohol-related disease 
and death has increased, especially among women and youth.17

A recent study of Sweden predicted incredible growth in alcohol-related harm if privatization systems 

driving offenses per year.

less alcohol-related harm; and a stable source of revenue for state services and programs. But good 
public policy and common sense rarely stops industry from lobbying to further its own interests over 
that of the public.
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Big Alcohol Push for Deregulation

budget cuts decrease states’ ability to enforce existing alcohol laws, mammoth corporations that make 
up Big Alcohol grow bigger through vertical and horizontal integration, disintegrating the once-distinct 
separation of tiers. 

power to influence the political process, contributing to campaigns for privatization (and other 
deregulation) efforts, political candidates, and elected officials in state, local, and federal elections. 

and that restrictions on the industry will lead to job losses.

While the current privatization battles are taking place at the ballot box (in Washington) and in the 
legislature (in Virginia), industry has previously attempted to use the court system to strip states of 
its regulatory power. For years, Costco (the main proponent of privatization in Washington) has been 
waging battle through litigation as well. 

state wineries but forbade it from out-of-state.

further deregulation.21 Various lawsuits have challenged volume caps, online retailers and license 
restrictions, supplier-owned wholesaler operations, and in-person purchase requirements.

Also hoping the court system would be its ticket to deregulation, Costco sued the Washington State 

1. Uniform pricing: breweries and wineries must sell a particular product at the same price to 

price they have posted.

2. Price posting: beer and wine distributors shall file with the board a price posting showing the 
wholesale prices at which any and all brands of beer and wine sold by such distributor shall be 
sold to retailers within the state.

Post and hold:

Minimum markup:
percent above their acquisition costs. 

Ban on volume discounts.

Ban on sales of beer and wine on credit.
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7. Delivered price requirement: distributors must sell beer and wine at the same delivered price to 
all retailers even if the retailer pays the freight and picks up the goods itself.

8. Central warehousing ban: retailers prohibited from storing or taking delivery of beer and wine 
at a central warehouse. 

Prohibition on retailers selling beer and wine to other retailers.22

hold requirement. Costco has also experienced disappointment on the legislative front. As recently as 

has passed to date.

Battleground: Washington 

and political power of big business are clear in Washington State, where major retailers and 
distributors are campaigning to dismantle the state’s regulatory system. 

two statewide initiatives on the ballot threaten to eliminate both the steady source of income and the 
states’ regulatory power to protect the public from alcohol-related harm.

stores, replace them with privately owned outlets, and allow for in-state distillers and importers to 

that requires uniform pricing and price posting, and bans volume discounts, credit, warehousing, and 
retailer-to-retail sales.

27

benefit the public, offering drinkers greater selection at a lower price while making alcohol sales more 

types of beverage alcohol, including beer and wine. Big box retailers could directly negotiate volume 
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discounts and favorable terms with huge, multi-national suppliers, shutting out smaller retailers and 
suppliers such as local, independent breweries and wineries from the market.  

meaning the distribution tier can be bypassed completely or integrated into another tier. Costco 
already partners with Big Alcohol to make vodka and tequila products that are branded with the 

the three-tier system, requiring a distribution tier (private not public) between the supplier and retail levels. 

be paid by spirits distributors,  although there is no certainty that the tax legislation would be passed. 

and Southern Wine and Spirits.  Southern Wine and Spirits is the largest wine and spirits distributor in the 

the public health and social service fields. A statewide coalition of health care, churches, teachers, 

Communities to oppose both initiatives.

problems with impaired driving and domestic violence. 

craft brewers and small wineries will have to fight for shelf space at retail outlets.
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liquor distribution and sales, and taxing spirits at a flat rate. 

locations in the state.

consumption. Based on comparisons with privatized state systems, spirits consumption in Washington 

sales in Washington State—a model Costco will use for the few other control states left, especially those 

Battleground: Virginia

privatization or indicated they would sign into law a bill from the legislature, but nothing ever came to 

privatization plans on a fast track.

After months of special interest and town hall meetings, the governor’s office unveiled his proposal in 

services such as education, with some money earmarked for substance abuse prevention and 22 new 
Alcoholic Beverage Control enforcement officers.
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licenses in any one tier.

charged at the wholesaler level; and a one percent tax on gross receipts charged to wholesalers.

process.

amount of annual revenue lost, and whether the new tax income would grow over time, as the current 

match the annual transportation needs in Virginia—it would not come close to the amount needed to 
maintain current Virginia roads for even six months.

guarantee those employees would be hired by new private stores.
also add up in pension payouts, costing the state millions more in the process. 

and will end up with a liquor store on every corner and less ability to protect public safety in their 

want to increase consumption, but hope that an increase in consumption doesn’t equal an increase 
in alcohol-related violations. An attorney representing retailers recently inexplicably denied there 

privatized, the price of liquor would have to increase in order for the privatized system to be revenue-

are currently included in the state’s price markup. Robert Colvin, a previous ABC commissioner, 
expressed a significant concern that the resources would not be adequate to properly address the 
increased workload in a privatized system. So much for smaller government.
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Also, and most significantly, somehow the governor is choosing to ignore estimates that if Virginia 

point to spirits sales rising by 21 percent and total alcohol consumption increasing by as much as 7 

Various corporations and trade groups with an interest in the sale of alcohol are influencing the 

support deregulation efforts.

spirits industry.  Big Alcohol is a constant presence in Virginia state politics, spending thousands of 

urged him to request the assembly’s investigative arm to conduct a study of the financial assumptions 

corporations—the ones pushing for privatization at the same time that they contribute large amounts to 
the governor’s campaign.  Also, recently a religious coalition has formed to oppose privatization.

 A vote on the 

Industry Infighting over Alcohol Control

interests within the alcohol industry as well. While the fight in Washington between distributors and big 
box retailers presents an obvious division over industry interests, other players prefer to play behind 
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system where they dominate the competition. Also, producer trade groups even lobby for special 

Spirits producers want to normalize their product as much as possible, making it available at the same 
number of locations as beer and wine. Small producers (breweries, wineries, and distilleries) worry that 
privatization will eliminate the level playing field that state control provides and allow big retailers and 
suppliers to negotiate deals that edge the smaller brands off the shelves.

say that they are neutral on the privatization issue, they support privatization efforts in various ways. 

gave a presentation saying that there is no public health impact of privatization in control states.

newspaper arguing that control states are no better than license states in preventing alcohol problems. 

national average (without naming or discussing that average).

the bill is strongly supported by beer, wine, and spirits wholesalers (because it supports state laws that 

in strong opposition.

and understanding of the public health and safety benefits of strong laws. As long as the public and 
policymakers think it’s all just an industry food fight, the science and historical context to support 
strong state regulation gets lost in the shuffle.

Public Health Groups Must Fight for State Regulation 

spirits sales rising by 21 percent and total alcohol consumption increasing as much as 7 percent. 

Alexander Wagenaar, an epidemiologist at the University of Florida and author of multiple studies on 

 Unfortunately, while there is strong research to support state control of alcohol, there is not 

erosion of alcohol regulation until it is too late, if at all.
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abundance of evidence describing how state control of alcohol sales improves the health and well-
being of residents and provides considerable, stable income to states, Big Alcohol continues to lead 
the charge to eliminate those benefits. 

fulfill campaign promises as other sources of revenue shrink. Big Alcohol and big box retailers will no 
doubt enjoy greater sales and consumption of their products if deregulation spreads throughout the 

as well. California has become the poster child for the erosion of regulation over the years, as alcohol 
is sold almost everywhere there, and is certainly not a model to be followed.

consumption, and alcohol-related harm while depriving the state of millions of dollars in annual 

economic and public health benefits by maintaining their control of alcohol distribution and retail. 

Coalitions of public health and alcohol control allies must work in concert to alert state residents to 
the harm and cost to their states from privatization, and urge them to vote down any privatization voter 

strong stand in support of state control. While some groups may think that how alcohol products are 
sold is not relevant to their mission, indeed it is at the very core of preventing alcohol harm.

Recommendations 

alcohol is regulated because it is potentially harmful. 

protect public health and safety. 

alcohol regulators also need a history lesson so they understand why their jobs are so important and 
why they should speak out to defend control. 

themselves from industry influence and politics and do more to stop the erosion of state-based alcohol 
control and regulation.
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first step. 

organizations need to recognize the critical importance of state regulation.

states from privatization, and urge them to oppose any privatization voter initiatives, legislation, or court 
challenges to control systems.

box chain stores who are behind current privatization efforts. 

call upon their legislative leaders to protect the public over profit.

public health benefits by not only maintaining but strengthening their control of alcohol sales.

This report was prepared by Sarah Mart and Michele Simon, with assistance from Megan DeLain.
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impact of the alcohol industry’s negative practices. 
We monitor and expose the alcohol industry’s harmful 
actions related to products, promotions and social 
influence, and support communities in their efforts to 
reject these damaging activities.
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