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Alcohol Pricing and Regulations in Vermont, New Hampshire, and Massachusetts

States differ in the level of control they exercise over the sale of alcohol. States are categorized
in how they regulate the sale of alcohol as either “control” or “license” states. Control states
control all of the liquor sold in the state. They set the price, regulate distribution, and have
control over the wholesale and/or retail sale of any form of alcoholic beverages. There are
currently 18 control states in the United States; Vermont and New Hampshire are two of them.*
License states are “states that allow licensed private retailers to sell liquor, beer, and wine. For
these states, revenues are generated through wholesale excise taxes.”? Massachusetts is a
license state.’

A common factor on the price of the alcohol is an excise tax. Excise taxes are paid when
purchases are made on a specific good and are often included in the price of the product.

Vermont: A Control State

Being a control state,* patrons in Vermont can only purchase liquor at a state liquor store or a
designated agency outlet. Vermont currently has 78 agency stores located within the state.
These stores can only purchase the liquor they retail through the Vermont State Department of
Liquor Control,” the price list for all types of spirituous alcohol can be found here:
http://802spirits.com/sites/liquorretail/files/pdfs/pricelist.pdf.®

! David Hanson, "Alcoholic Beverage Control (ABC) or Monopoly States," The State University of New York, 2012,
accessed on February 11, 2013, http://www?2.potsdam.edu/hansondj/Controversies/1127524611.html.

% National Conference of State Legislatures, “Tax Policy Handbook for State Legislators,” Fiscal Affairs Program,
February 2010, accessed on February 6, 2013,
http://www.ncsl.org/documents/fiscal/TaxPolicyHandbook3rdEdition.pdf, p. 16.

® David Hanson, "Alcoholic Beverage Control (ABC) or Monopoly States.”

“Vermont Department of Liquor Control, "Licensing," accessed on February 1, 2013,
http://liguorcontrol.vermont.gov/licensing/.

® State of Vermont, "About Us,” 2013, accessed February 1, 2013, http://802spirits.com/about_us.

® Vermont Department of Liquor Control, "Price List," 2013, accessed on February 1, 2013,
http://802spirits.com/sites/liquorretail/files/pdfs/pricelist. pdf.
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Retailers can hold three different levels of alcohol licenses regulated by the Vermont State
Department of Liquor Control. First class licenses are for cabarets, restaurants, hotels, and clubs
which can only sell beer under six percent alcoholic content by volume and wine under 16%
alcoholic content by volume. The second class license is for stores who sell beer under six
percent alcoholic content by volume and wine under 16% alcoholic content by volume. The
third class license is for restaurants, hotels, clubs, and cabarets and can sell spirituous liquor.
For liquor retailers, a wholesale dealer’s license allows the establishment to sell alcohol over
16% alcohol content by volume. This is purchased through the price catalogue, 802 Spirits, and
supplied by the wholesaler, the Vermont Department of liquor retail.’

There are two different taxes applied to alcohol in the state of Vermont. There is a sales tax of
six percent that applies to everything purchased in the state (with 46 exceptions). Alcoholic
beverages are not considered “food, food products and beverages” as defined in this section,
and are therefore not exempt from tax under this section.? The second tax is an excise tax
applied to off-premise sales only. Every bottler and wholesaler is required to pay the
Commissioner of Taxes 26.5 cents per gallon of malt or vinous beverages containing not more
than six percent alcohol by volume at 60 degrees Fahrenheit and 55 cents per gallon of malt or
vinous beverage containing more than six percent alcohol by volume at 60 degrees Fahrenheit.’
A tax is imposed on spirituous liquor, but instead of being based on the amount of gallons
produced, the tax is assessed on the gross revenue on the retail sale of spirituous liquor in the
state of Vermont, including fortified wine, sold by the liquor control board or sold by a
manufacturer or rectifier of spirituous liquor. “The tax shall be at the following rates based on
the gross revenue of the retail sales by the seller in the previous year:

(1) if the gross revenue of the seller is $100,000.00 or lower, the rate of tax is five
percent;

(2) if the gross revenue of the seller is between $100,000.00 and $200,000.00, the rate
of tax is $5,000.00 plus 15 percent of gross revenues over $100,000.00;

(3) if the gross revenue of the seller is over $200,000.00, the rate of tax is 25 percent.”*
An additional tax to consider is the local option sales tax. This is a tax that towns in Vermont
can opt to include, bumping the sales tax from six to seven percent on alcohol. Currently only
11 towns in the state include the local tax option.** This could potentially grant revenue
flexibility to local governments, provide additional funds for programs and services without

" Vermont Department of Liquor Control, "Administrative Organization and Procedures, and Agency Rules of
Practice," accessed on January 31, 2013,
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Source: The State of Vermont Department of Liquor Control, "2011 Annual Report,” 2011, accessed on February
12, 2013, http://liguorcontrol.vermont.gov/sites/liquorcontrol/files/pdf/annualreports/2011.pdf.

Sixty-seven percent of the sales revenue goes to the General Fund Revenue, the second highest
section of the distribution.*®

Massachusetts: A License State

Massachusetts has local licensing authorities that provide licenses to sell alcohol.* The local
licensing authorities inform the Massachusetts Alcohol Beverage Control Commission (ABCC) of
the approval of an enterprise to sell alcohol.*® After approval, the enterprise is subject to the
authority of the ABCC. The ABCC controls the state licensing of any business to sell alcoholic
beverages.'®

Massachusetts has an alcohol excise tax “...of 0.57% of such taxpayer’s gross receipts.”*’ The
“taxpayer” in this instance is the organization sellingethgattohol. Massachusetts
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state store, sales agent, or licensed vendor must obtain its liquor from the L
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greater than 6 percent.”® Specialty beer is defined as “any beer as defined in RSA 175:1, VII
intended for human consumption as a beverage, having an alcohol content greater than 6
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Figure 2: Selected Liquor Prices in VT and NH

Sources: New Hampshire Liquor Commission, “Agency Complete Price Lists,” January 15, 2013, accessed on
February 13, 2013,
http://ice.liquor.nh.gov/public/default.asp?category=filedownload&service=filedwnld&entry=pricelst;
802Spirits, “Retail Pricing Guide,” 2013, accessed on February 13, 2013,
http://802spirits.com/sites/liquorretail/files/pdfs/spirits.pdf.
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Figure 3: Wine Prices in VT and NH

Sources: New Hampshire Liquor Commission, “Agency Complete Price Lists,” January 15, 2013, accessed on
February 13, 2013,
http://ice.liguor.nh.gov/public/default.asp?category=filedownload&service=filedwnld&entry=pricelst;
802Spirits, “Retail Pricing Guide,” 2013, accessed on February 13, 2013,
http://802spirits.com/sites/liquorretail/files/pdfs/spirits.pdf.
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Conclusion

State pricing and taxation of alcohol are important sources of revenue for the state, in terms of
added business and taxation. Through studies and comparisons, the trend suggests that typical
Vermont’s alcohol prices are greater than New Hampshire’s prices. Vermont’s taxes, both
excise and sales, are significantly less than New Hampshire’s state revenue earned through its
large quantity of alcohol sold.

This report was completed on April 16, 2013 by Nick Ingersoll, Abigail Pfister, and Hannah
Harrington under the supervision of Assistant Director Kate Fournier and Professor Jack
Gierzynski in response to a request from Representative Tom Stevens.

Contact: Professor Anthony Gierzynski, 513 Old Mill, The University of Vermont, Burlington, VT 05405, phone 802-
656-7973, email agierzyn@uvm.edu.

Disclaimer: This report has been compiled by undergraduate students at the University of Vermont under the
supervision of Professor Anthony Jack Gierzynski. The material contained in the report does not reflect the official
policy of the University of Vermont.
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