Alcohol Beverage Control Report No. 2008-12-01

Exhibit 1: History of Alcohol Beverage Control in North Carolina

Statewide local option legislation allowed people to

1874 vote to prohibit liquor sales in townships.

The Watts Act limits the manufacture and sale of
liquor to incorporated cities and towns, resulting in o
This 30-year period
marked a time when the
manufacturing or sale of

liquor in North Carolina

1903

rural prohibition.

North Carolina votes to prohibit sale of alcoholic
1908 beverages in statewide referendum.

was a violation of state

law and later federal
The 18% Amendment of the United States Constitution

1919 . . . s law.
along with the Volstead Act establish national prohibition.

The earliest liquor
legislation in North
Carolina established
local option. Local
option allows voters in

1923 Turlington Act conforms North Carolina prohibition law
to federal Volstead Act.

The 21t Amendment of the United States Constitution
repeals prohibition.

1933
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counties, cities, or towns
to decide whether to
sell liquor in their
communities. While the 1935
rules of local option
have been modified
over the years, it is still
the process by which
voters determine what
alcoholic beverages
are sold in their
communities.

The Pasquotank Act and New Hanover Act authorizes
liquor sales in 17 counties. The North Carolina General
Assembly authorizes a study commission to examine the
control of alcoholic beverages.
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The Alcohol Beverage Control Act of 1937 establishes
1937 ¢ state monopoly system of control for liquor based on
the recommendations of the study commission.
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The control period marks
the beginning of the state
monopoly on liquor sales
through local-government
operated boards .

Chapter 18 of the 1937 Act is repealed and replaced
1971 with Chapter 18A, which directs the ABC Commission to
control distribution and pricing of liquor. ‘

ro~®=22zZ00

Legislation authorizes cities and counties to vote on

1978

the sale of mixed beverages. ‘

Chapter 18A is repealed and replaced with Chapter
1981 | 18B, which authorizes ABC store elections for

municipalities and clarifies mixed beverage election |
law.

Source: Program Evaluation Division based on North Carolina Session Laws and other historical documents.
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Exhibit 2: North Carolina Alcohol Beverage Control Distribution System

1. The ABC Commission
supervises the ABC system in
North Carolina by determining

which liquor is sold in North
Carolina and by establishing 2. The ABC Commission contracts

prices. ABC Commission out ABC warehouse operations.

- ﬂﬂﬂﬂﬂﬂﬂﬂHH s

ABC Warehouse

Liquor Manufacturer
f 3. Liquor manufacturer delivers

/ liquor to ABC warehouse.

/
/
| Payment must be made within 30
| days of delivery to the local boards.

\

\
\
\

\

4. ABC warehouse delivers orders
placed by local ABC boards.

ABC Store

5. Local ABC boards sell liquor to
the general public and mixed Mixed Beverage Customers

beverage licensees.

6. Mixed beverage licensees sell
liquor to the general public.

General Public

Source: Program Evaluation Division based on ABC Commission information.
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®  Municipal ABC Boards

Counties with a County ABC Board

- Dry Counties

Exhibit 3: North Carolina Local ABC Boards
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Source: Program Evaluation Division and Information Systems Division based on information from the North Carolina ABC Commission.
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Exhibit 5: North Carolina ABC Stores
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Source: Program Evaluation Division and Information Systems Division based on information from the North Carolina ABC Commission.
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Exhibit 7: Changes in North Carolina’s Total Population, 1970-2000
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Source: Program Evaluation Division based on the United States Bureau of the Census.

Exhibit 8: Retail Surpluses and Leakages, 2000-2004
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Source: Program Evaluation Division based on data from the Department of Geography and Earth Sciences, The University of North Carolina
Retrieved September 1, 2008, from www.ncatlasrevisited.org.
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Exhibit 10: North Carolina Local ABC Board Profit Margins
for Fiscal Year 2006-07
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Source: Program Evaluation Division and Information Systems Division based on information from the North Carolina ABC Commission.



Exhibit 17: Impact of Control Models on Alcohol Beverage Control

North State Agency -
. - . Warehouse | Licensure
ABC System Operations Carolina Retail Store Model Model
Today Model Model
1. State _governmenf controls liquor Yes Yes Yes Yes No
selection
2. State government controls liquor pricing Yes Yes Yes Yes No
3. State government operates a central Yes Yes Yes Yes No
warehouse
4. Requires creation of licensing standards
for sale of liquor by agency/private No No Yes Yes Yes
retailers
5. State government operates ABC stores No Yes No No No
6. Local governments operate ABC stores Yes No No No No
North State Agency .
ABC System Profitability Carolina Retail Store wq&i::‘;se LI;::::; €
Today Model Model
1. Provides state revenue through excise Yes Yes Yes Yes Yes
and sales taxes
2. !’rowdes revenEJe ff)r Iocq.l governments Yes Yes Yes Yes Yes
if revenue sharing is required
3. Local governments receive one-time ;
windfall from sale of all ABC stores No Yes Yes Yes ves
4. Increases liquor prices to maintain state
and local revenues and allow private No No No Yes Yes
business to profit
5. Increases excise tax rate to maintain No No No No Yes
state and local revenues

Note:

"Under current law, an individual local board can choose to close and sell its store(s) and distribute revenue from the sale.

Source: Program Evaluation Division.

State Retail Model. State government controls the wholesale and retail distribution of liquor,
determines brands and pricing of liquor sold in the state; and maintains a warehouse for distribution.
The retail sale of alcoholic beverages occurs in stores owned, maintained, and operated by state
government.

Agency Store Model. State government controls wholesale and retail distribution of liquor, but the
retail sale of alcoholic beverages is handled by contracted agency stores selling liquor on behalf of
the government. State governments pay agency or contract stores a commission or sell alcoholic
beverages to agency stores at a discount. The state determines brands and pricing of liquor sold in
the state and maintains a warehouse for distribution to the agency stores.

Wholesale Model. State government controls the wholesale distribution of liquor. The retail sale of
liquor is handled by private retail businesses licensed by the state. The state determines brands and
pricing of liquor sold in the state and maintains a warehouse for distribution to private retail
businesses.

Licensure Model. State government regulates the distribution of alcoholic beverages by licensing
suppliers, wholesalers, and retail business selling alcoholic beverages and collecting taxes on these
beverages. These states do not control retail or wholesale distribution of alcoholic beverages.
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