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of the citizens of our great State of Connecticut, Bhe majority
in this area being employed by the insurance industry couldn't
come because if they did they would probably have to have a day
removed from their vacation time as many do if they are sick.

The Taxpayers Association of Connecticut is very cognizant of
the fact we are living in the greatest country in the world.
We enjoy many freedoms unheard of in other countries, freedom
of speech, freedom of choice, freedom to elect those men and
women of our choice into government positions. We give our
government officials a mandate to do a hard job - and that
mandate is keep our country free.

Every thinking man and woman in this country knows that the
small business man is the backbone of this great nation.

A healthy nation must have healthy business. Healthy business
must be built on our free enterprise system, not a business
that is sick having to be proped up by government.

When government steps in and sets prices regardless of whether
it is called fair trade or some other name, this is a form of
dictatorship - government dictating prices, robbing us of

our freg enterprise that we mandated our elected officials

to guard.

We must rid ourselves in this free country of all forms of
dictatorial power whether it is called fair trade or
regli enalization.

The taxpaying law=-abiding citizens of this State have, by
your election, mandated that you keep this State free in
all respects and competitive by giving a favorable report
on Senate Bill 93, House Bill 5253, House Bill 5630, and
House Bill 5715+« Thank you.

REPRESENTATIVE GIORDANO{d The next speaker will be
Joseph Dubitzky. And the next speaker after Joseph Dubitzky
will be Richard Goodman.

JOSEPH DUBITZKY>: Mr. Chairman, with your permission
1 would like o have my colleague to read the papers 1 have
prepared because very recently 1 was operated on my jaw.
Could that be done sir? Thank you very much.

REPRESENTATIVE GIORDANOs Could 1 have your name, sir?

CHESTER J. KROSICK# Mr. Chairman, my name_is Chester J.
Krosick. 1 am reading this statement for Mr. Dubitzky:

1 do not represent a specific group or a specific orgnization.
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I represent myself, a senior citizen and a taxpayer who is
very much interested in fairness to all concerned. You,

Mr. Chairman, your Committee, are about to decide on the
merits of a minimum pricing law. As a former member of a
ligquor retail trade in the capacity of a self-employed
pharmacist would like to bring to your kind attention the
facts as they are concerning the minimum pricing law. I
remember that many years ago a group of legislators like
yourselves in this Hall deliberated for hours and even days
the best way to regulate the liquor industry in our State.
At the end, they in their wisdom decided since the liquor
retaill industry is one of a privilege, it should be strictly
regulated to prevent abuses. Result: establishing a Liquor
Control Commission and eventually minimum pricing law. I
emphasize - minimum pricing and not the maximum.

This minimum pricing law for many, many years did work well,
There was no cry for its repeal from consumers. Only recently,
very recently, we heard a cry to repeal the minimum pricing law.
Where did it come from? From very few state officials. Why?
Because instead of enforcing the law on the books, they, the
state officials, a few in number, decided to take the easier
way out of it. They decided to give in to a small group of
liquor smugglers. If this be the case, Mr. Chairman, then

why not do the same in the case of cigarette smugglers and
repeal the cigarette State tax. Of course it would be
ridiculous. The same applies to liquor smugglers.

Now let us see what other harm repeal would do. Repeal of

the minimum pricing law would bring about a dog eat dog com=-
petition, resulting in concentrating liquor sales in the hands
of a few big boys. Result: most of it, not all, package store
operators and other liquor retail permittees would be driven out
of business and as the few state officials claim. the consumer
would save between 7 to 84 if the minimum pricing law was
repealed, it is wrong.since this saving would only last as

long as it would take the big boys to drive off the competitors
off the market. And then, the consumer had better look out.

The big boys would substitute the nationally advertised brands
with their own of questionnable quality and their gross profit
instead of being 21-1/2% as it is under the minimum pricing law
would zoom to 40%, 50% or even higher because the customers
would become not free customers but captiwe customers as we have
seen happen in the supermarkets where the largest percentage of
merchandise on the shelves is their own brands and not nationally

known of high quality.

This is one harmful effect of repealing the minimum pricing law.
Now the next harmful effect - by driving the package store owners
and other retail liquor permittees out of business, the owners
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would become welfare recipients, their clerks joining unemployed.
The drivers would join them also. The local municipalities

would lose large revenues because of lost inventories. Land-
lords would lose many tenants. AlL this the State of Connecticut
could ill afford at this time. And above all, the State of
Connecticut stands to lose hundreds upon hundreds of thousands

of dollars in license fees. And this, the State of Connecticut
can ill afford at this time.

Now, how about the consumer whom the Consumer Commissioner is
suppose to protect and help to shop in comfort and ease. The
consumer would be forced to travel longer distances for his
liguor merchandise. Why? Since the big boys are not interested
in customer, the locations are far apart from the neighborhoods
thereby requiring gas, convenience of a car to get to them.

And this, Mr. Chairman, the State of Connecticut could ill afford
at this time of fuel shortages.

And as every business knows, the big boys are not interested

to carry on their shelves slow-moving merchandise because it

is not profitable for them to do so. And this is detrimental

to consumers who would like to purchase items they want most

and which the neighborhood stores would stock for their customers.
Results additional inconvenience to customers.

It seems to me it would cost a little more than 7 or 8% per
purchase to drive the distance to shop at the big boy's store.
Only in his local neighborhood does the consumer shop in
comfort and ease and get what he wants. In view of these
undisputable facts presented, I urge you, Mr. Chairman, kindly
to reject the idea of changing or repealing of the minimum
pricing law. Thank you. (Applause)

REPRESENTATIVE GIORDANO: Ladies and Gentlemen, I know
I should have done this before but, please, no clapping. All right,
thank you. Next will be Mr. Richard Goodman.

RICHARD GOODMAN: Mr. Chairman, Members of the Committee,
I am Attorney Richard Goodman and I am here representing the
1300 members of the Connecticut Package Store Association.

REPRESENTATIVE GIORDANO: Sir, are you for or or against?

RICHARD GOODMAN: I am here speaking against ?he pyoposed
legislation. We are convinced that the existing legislation
you have now on your books is good legislation and I don't mean

good legislation just for the industry. We believe that
legislation is good for the industry, for the consumer, and
for the taxpayers of the State of Connecticut.
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1°d first like to say something about that industry and some
others are here from other branches of the liquor industry.
I'd like to limit my remarks to retailers. I guess Icould
call them the so-called rip-off artists. Senator Houley

was right. We do have a large number of liquor stores per
capita in the State of Connecticut. In fact, next to Nevada
it is the largest number of liquor stores per capita in the
entire United States. But I°d like to ask why we have so
many. It is not because the retailers want it that way. It
is because the State of Connectieut, through its Liquor
Commission, licensed that many. They licensed that many
under a system of regulations encouraging people to invest
their life savings based on a regulatory scheme that includes
a minimum mark-up system. And I think that is very important,
and I think it does make the liquor industry different from
any other retail industry in the State.

Because of that regulatory system, you have encouraged many
elderly citizens to invest in package stores. We are
traditionally called the Ma and Pa industry. The fact is,

it is true. The last study done shows that the average age

of the package store owner was over 55 years of age. They put
their life savings in this business. I would caution you before
you pull the rug out from under them. Perhaps one of the main
things that does make this industry different however is the
profit structure. Senator Houley in his comments would make
you believe the people you see here today are all very wealthy
at the expense of the public and I believe nothing could be
farther from the truth. And I think it is time we looked at
some facts. Commissioner Heffernan, as part of his report,
included a page reporting the gross receipts - now these are
gross receipts - for the Connecticut package stores for the
quarter ending June 30, 1976 - and I'd like to point out one
nice thing about the industry is that figures not available

in any other industry must be filed with the Liquor Control
Commission so they are there and you can obtain them - the
figures in Commissioner Heffernan's report indicate that

57% of the package stores in the State of Connecticut grossed
less than $120,000 a year. Now that is a gross. Eighty-three
(83) percent of those stores grossed under $200,000 a year.
Now let's see exactly what that means.

You take a gross of $120,000 which more than one-half of the
stores are not making, deduct from that the State sales tax

of $8,400. You are left with $111,600. You next deduct the
cost of goods sold and, again, it is regulated. Those figures
are on record at the Liquor Industry. Now there has been much
talk about this big mark-up that the liquor industry at the .
retail level has. It ig 21-=1/2% of the gross and I would cautlion
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you not to confuse that with 21-1/2% mark-up from wholesale
because many I believe, including Commisgioner Heffernan,

has made that confusion in his report. The liquor law which
states a 21-1/2% mark-up on spirit refers to a mark-up on

the gross sales price and if I can give you a very simple
example. If you have a dollar item from a wholesaler, and

the retailer adds fifty cents to sell for $l.50, you can

look at that two ways - the 50¢ that the retailer adds can

be seen as a one-third of the gelling price of $L.50 or it

can be seen as a 50% mark-up from the wholesaler. The 21%

that I am talking about is 21% of the gross so if you take

the $111,000 and deduct the cost of goods sold which is fixed,
the Connecticut retailer is left with $23,994. That is the
retailer who is making $120,000 gross. It is from that $23,000
that he must deduct his cost of operation such as rent, insurance,
utilities, employees® wages and a $420.00 annual permit fee

to the State of Connecticut.

The facts are, and they can be verified with the Liquor
Commigsion, that the average retaller in the ligquor industry
in the State of Comnecticut nets on his $120,000, approximately
10% or $12,000, but I caution you that is not a profit like
you would normally think of a profit because it includes two
items; that $12,000 is that man's wages for working 50, 60 and
sometimes 70 hours in z store plus his return on his capital
investment in that store. And I don't think there is another
industry in the State of Connecticut that is working on this
low profit margin, and I don't know where the rip-off is, but
it gure is not with the retailers.

Why then all this talk about rip-offs? Why then all this pressure
for change? And quite naturally it comes from those who say
“well it is too bad for the industry but we are more concerned
with the consumer." Ladies and Gentlemen of the Liquor Committee,
the one fact that I would like to say to you today is that the
Connecticut consumer is not paying any more for his alcoholic
beverages than is the consumer in the State of Massachusetts,
Rhode Island or New York. And you may find that hard to believe
with all of the press and all of the statements heard today.

But it is a fact.

Now, first I would like to state that I did not state that
Connecticut prices were competitive with those in New Hampshire
or Vermont. And you will notice that Senator Houley and others
as soon as they talk about the high prices in Connecticut
immediately compare us with New Hampshire and Vermont. That's

a tremendous disservice to the publie in the State of Connecticut.
New Hampshire and Vermont are monopoly state-owned stores. The
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only way you can make Connecticut competitive with New
Hampshire or -Vermont is to abolish the entire wholesale
industry in this State; do away with approximately 80?% of
your stores;and reduce the State of Connecticut alcoholic
beverage tax and then you will make us competitive®

We kid ourselves when we say "Oh» if we do away with fair
trade, we will have no more problem with New Hampshire.' Take
a look at what is happening iIn Massachusetts. Massachusetts
does not have an enforced minimum mark-up problem and they
have, and Commissioner Heffernan, State Tax Department will
bear this out, they have as much problem with the State of
New Hampshire as does the State of Connecticut. And the
reason IS we can not compete with New Hampshire and neither
can they® The fact is though that we can compete and are
competing with our surrounding states®

I challenge those who say that liguor prices are higher in

those states to give hard facts to back that up. Let me give
you the facts that are available to me right now and 1 will

take them from Commissioner Heffernan®s .report. At the back

of Commissioner Heffernan*s report, he gives a list of prices

of the ten most popular brands as sold In Connecticut, New York,
Massachusetts and Rhode Island, and i1t is very interesting what
that says. |If you look at those comparative prices, the price
of the total of those ten itemstin Massachusetts, the average
Massachusetts price, if you take out the tax differential, shows
that the average listed for Massachusetts 1is actually 10 cents
higher than the Connecticut minimum price which i1s the price the
Connecticut retailer sells for. No question Commissioner
Heffernan has i1n his report that there are some stores that

sell lower but the fact iIs that the average i1s the same? that
means that there also must be some stores that sell higher.

And what we are concerned with today is - are the consumers 1in
Connecticut being ripped off? And i1f the average iIn Massachusetts
iIs 10 cents higher than the average in Connecticut, 1°d say that
IS an insignificant difference and we are the same*

Take a look at Rhode Island. Again, i1f you deduct the tax
differential, the difference between Connecticut prices and the
Rhode Island prices on the ten i1tems is a total of 72 cents and.
yes this time we are higher but that is a total of 72 cents on a
purchase of over $66.00, |1 don"t think that is a rip-off,

Now the third state listed iIn the report is New York. And 1

will concede that the New York difference iIn price is more
substantial, $5.65, but I would ask you to turn to the next page
where he explains where he got those figures. And he states that



