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Economic Impact Analysis

Virginia Department of Planning and Budget

3 VAC 5-70 – Other Provisions, Alcoholic Beverage Control Board
December 17, 1999


The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation


The Alcoholic Beverage Control Board (Board) proposes to amend two provisions of this regulation.  Under the current regulation, consumers may make purchases of alcohol from government stores with credit or debit cards, but private businesses that hold a liquor license (licensees), such as restaurants and taverns, may not.  The proposed regulation would allow licensees to purchase alcohol from government stores with credit or debit cards.  Also, under the proposed regulation, the Board designates violations for which first time offenders can choose to waive a hearing and either pay a preset civil charge or serve a license suspension for a preset length of time.  In the current regulation first time offenders do not have the option to waive a hearing.

Estimated Economic Impact


Currently, licensees may purchase alcohol from government stores only by cash or check.  The proposed regulation would allow licensees to pay by cash, check, debit card, or credit card.  Additional choices of payment method can only be beneficial for the licensees.  They still have the options to pay by cash or check.  Some may find it more convenient to pay by debit or credit card.  Plus, credit cards give licensees the option to borrow and purchase more than they would be able to when limited to only cash and check payment.  

The Department of Alcoholic Beverage Control (Department) does not receive any General Funds and is completely self-supporting.  But ABC profits are added to the General Fund revenue total.  Thus, an impact on ABC profits will affect Virginia’s taxpayers.  The Department will have to pay fees to credit card companies when credit cards are used.  On the other hand, the use of credit cards by licensees may reduce the number of bounced checks received by government stores, consequently lowering costs.  Also, credit cards may encourage some licensees to spend more than they would if they only could pay by cash or check.  Credit cards allow the holder to borrow, as opposed to the other two payment methods.  The additional spending could generate increased profits for the Department.  The Department has not collected the data necessary to indicate whether the combined lower costs of fewer bounced checks with the greater profits from increased sales outweigh the increased costs from fees paid to credit card companies.  Thus, it cannot be determined whether total profits from ABC stores will increase or decrease.  Consequently, it is not clear whether General Fund revenue will increase or decrease due to the proposed change.


The proposal to allow first time offending licensees to waive a hearing and either pay a preset civil charge or serve a license suspension for a preset length of time will provide a net economic benefit.  Licensees maintain their option to have a hearing concerning their alleged offense.  Under the proposed change they will have the option to save on the time and expense involved with going through the hearing process.  The Board could also reduce its costs by holding fewer hearings.  On average the communities near licensees will not be affected by the proposed change since the preset penalties are on average about the same as would result from hearings.
    

Businesses and Entities Affected


The proposed changes to the regulation affect all 12,000
 ABC licensed establishments in the Commonwealth.

Localities Particularly Affected


All Virginia localities are affected by the proposed changes.

Projected Impact on Employment


There is not expected to be a significant impact on employment.

Effects on the Use and Value of Private Property


The proposal to allow the use of credit and debit cards by licensees to purchase alcohol from government stores will increase the use of credit and debit cards by licensees.  It will likely also increase the amount of alcohol purchased by some licensees due to the new option of borrowing that comes with credit cards.  The proposal to permit first time offending licensees to waive a hearing and accept a preset penalty could reduce costs for such businesses and to a small degree increase the value of those businesses.   

� This statement is based on information provided by the Alcoholic Beverage Control Board.


� Approximate number provided by the Alcoholic Beverage Control Board.





