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Local Businesses are the Lifeblood of Our Communities

84% of KS Businesses
are Classified as

Small Businesses.

Small Businesses are
THE engine

of the Kansas economy.

Passing legislation that
will close
as many as 3417 parts
of that engine
- primarily in rural
communities -
is not strong

economic policy.

* Source: Dr. Art Hall, “An Economic Case for Increased
Competition in the Sale of Beer, Wine and Spirits in the State

of Kansas” 2011

ABOUT US

Keep Kansans in Business is a community of citizens,
businesses, civic and social organizations and others,
dedicated to ensuring Kansan-owned local businesses
are not forgotten when policymakers create and
change business and tax policies.

Nearly 84% of all Kansas businesses are
small-businesses. They are the engine of the Kansas
economy.

These businesses employ thousands of Kansans, are
essential to their communities - especially in rural
areas - and are an important tax base.

Keep Kansans in Business is truly grassroots - started
and operated by Kansas small business owners, with
no national affiliations or associations with other
organizations whose primary funding is provided by
out-of-state entities.

Keep Kansans in Business is local, and we
encourage policies in the best interest of the state
economy.

AUTHORSHIP

This analysis was prepared primarily by Spencer L.
Duncan. Mr. Duncan is a native Kansan with a B.S.
and B.A. from the University of Kansas, and holds a
Masters Degree in Business Administration. Mr.
Duncan works with businesses across Kansas as
President of Capitol Connection, LLC

Information was also provided by Dr. David Burress,
Ph.D, who spent 20 years as research economist at the
Institute for Public Policy and Business Research at
the University of Kansas, studying the Kansas
economy.
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Local Businesses are the Lifeblood of Our Communities

OVERVIEW

Altering Kansas’ retail liquor system would be
harmful to the state economy.

This analysis provides detailed explanations of
the specific economic harms that would occur
within the Kansas economy and the damage
incurred by Kansas small-business owners if the
current retail liquor system were changed.

This analysis examines some of the practical
reasons why this change

out-of-business, and

would put
small-business owners
highlights economic reasons the current system is

beneficial to the economy of Kansas.

Locally-owned businesses generate
70% more local economic impact

per square foot than chain stores.
(Andersonville Study of Retail Economics)

3 times as much money stays in the

local economy when you buy goods

and services from local businesses
instead of chain stores.

(Economic Impact of Locally Owned Businesses vs. Chains)

Local stores retain a larger share of

profits within the local economy.
(Economic Impact Analysis: A Case Study)

Kansan-owned stores keep their
spending in Kansas, using local
contractors, architects, accountants,
vendors, consultants, lawyers, and
many other professional goods and
services. Big-box, grocery and
convenience stores with out-of-state
owners spend dollars in states where
they have corporate offices
(Iowa, Arkansas, Ohio, etc...)

Overview
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LOCAL MULTIPLIER EFFECT

An Essential Component to a Strong Economy

The Local Multiplier Effect (LME) is a valuable
feature of our economy. The term refers to how many
times dollars are recirculated within a local economy
before leaving. Economist John Maynard Keynes
coined the term "Local Multiplier Effect" in his book
The General Theory of Employment, Interest and
Money.

The concept is simple: Local businesses spend
money locally, keeping dollars circulating in a local
economy where it can be used to help a community
prosper. Out-of-state companies spend few dollars
locally, taking money away from a local economy.
When money does not recirculate, communities
suffer.

Local businesses hire local accountants, janitorial
companies, printers, banks, marketing professionals,
lawyers, advertise more locally, etc. These local
individuals/companies spend their dollars at local
businesses, who in turn hire locally, and so on. Every
dollar spent in a local business multiplies itself
throughout the community and Kansas, strengthening
our economic base.

Out of state companies rarely hire local
businesses/individuals, as they have corporate offices
in other states and, in some cases, outside of the

United States. Dollars spent in those stores leave
Kansas and weaken communities.

Over the past 50 years, the expansion of national
businesses into local markets has diverted this vital
monetary stream and redirected it to centralized
corporate coffers. There it is spent on large capital
expenditures, overseas goods and, all too frequently,
executive salaries.

This interception of funds has depleted local
towns and cities across our nation of an important
source of funds: recirculated income.

It has been estimated that 50 years ago, thriving
communities had an LME in the low 30s. This meant a
dollar circulated as many as 30 times in a community!
Twenty-five years ago, it is estimated that number was
in the low 20s. Today it’s estimated to be as little as
5 times! This reduction in the number of rounds
monies make has had an extremely negative effect on
our local economy.

All areas of community life are affected by this
deficit. This lost treasure of local economies cannot be
ignored! Supporting local liquor stores keeps money
circulation in communities.

Keep Kansans In Business
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Impact On Others

Sharkbite Cocktails
Olathe, Kansas

Y-

“My business to 15 other

states...With the spread of our business I've encoun-

has spread out
tered head on the differing nuances of one state
regulation as opposed to another. At the same time,
I've seen the practices of alcohol distributors and
retailers in these markets...I'm lucky, my business
happens to be based in Kansas, had it been in a state
that allowed for the big box corporations to dictate
commerce my business would just be an idea | talked
about and never realized...In the states we do
business that allow the practice of what this bill
concerns l've witnessed the negative effects it
delivers.” - Brad Dickson, Owner, Sharkbite Cocktails

Law Enforcement

“It is not clear how many additional
outlets the proposed expansion would
create...It is obvious if the number of
outlets expands, there will need to be
additional resources to maintain the same level of
enforcement...The expansion into stores with more
clerks, such as super markets, will add a large number
of people involved in the sales that will need training
and monitoring...Clearly enforcement of underage
sales will become much more challenging for law
enforcement under this proposal. Liquor stores are
relatively easy to monitor. Larger stores will be
impossible to monitor from outside the store...
These additional challenges will add to the workload
of both local law enforcement and the ABC
enforcement section. “
- Ed Klumpp, KS Association of Chiefs of Police & KS
Peace Officers Association

Kansas Banks

“I find it troubling legislation is being
considered that could unfavorably l :
impact the ability of many existing
small businesses to repay loans they
have with financial institutions...If the sale of wine
and spirits is expanded to be permitted in larger
grocery stores or retailers like WalMart, | believe
locally owned and operated liquor stores will be
adversely impacted...The result will be lost jobs and
very likely their inability to repay business loans they
may have to commercial banks, most of whom are
Kansas based and locally owned as well...Banks
should not be placed in a situation where they could
incur loan losses because of legislative changes.”
- Scott Griffith, Kansas banker, Topeka

Cities & Counties

“We cannot estimate the fiscal impact of the new
fund...We do anticipate that amounts distributed to
counties under the proposal will be different from
current law, as the bill creates a distribution
formula based on a weighted population average,
whereas under current law the counties selling CMB
are the ones who earn the sales tax.”

- Kansas Association of Counties.

“When CMB violations occur, cities are able to
address the violation without depending on the
State...with a movement away from having CMB in
convenience and grocery stores, local governments
lose control of the licensing of those vendors. Cities
have concerns about the loss of local control,
because they will still have the duty of detecting
violations of the liquor laws, but will not be able to
respond and deal with the violations through the
licensing process over vendors which they previously

had control.” - League of Kansas Municipalities
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The Current System is A Free Market

Any Kansan can own and operate a liquor store — lead to consolidation of liquor sales - a transition from
even Kansans who own convenience and grocery hundreds of businesses to dominance of a handful of
stores. These stores compete against one another. big-box and out-of-state grocers and convenience
stores. This creates a consolidated market that does

The Kansas Legislature passes and reaffirms laws in A
not adhere to free market principles.

the best interest of our economy:
Nobel Laureate Milton Friedman, the great
defender of free markets and economic adviser to
President Ronald Reagan, said of big business:
“business corporations in general are not defenders of
free enterprise. On the contrary, they are one of the
» KSA 8-2430 allows car dealers and the Director of chijef sources of danger.” His premise was that what’s
Vehicles to deny a potential new dealership from  perceived as good for big business isn’t always good
selling the same brand in a market, limiting most  for taxpayers and freedom, as big corporations favor
Kansas communities to one dealer selling a brand  government regulations that give them an edge in the

o KSA 17-5904 allows Kansas counties input into if
corporations and non-Kansans can own or acquire
farmland. This law exists to protect Kansan-owned
family farms.

of vehicle long-term over small business. Big business does not
o Tax credits, exemptions and other “breaks” are compete, it assimilates and dominates a market.
designed to encourage growth and provide Adam Smith, the Father of Economics, believed
advantages to one business over another, often in free markets. He also believed the best economic
within the same industry. systems were as local as possible. The more localized
o Kansas limits territory where a credit union a market t.he more input a consumer has in that
operates versus banks, which can operate market. This ensures a market remains free for local
anywhere. traders to operate and consumers’ voices to be heard.

He also believed localized markets provide better state
and national security and that local trading is a driving
force of an economy.

o Real estate agencies cannot sell title insurance.
Title insurance sales are limited to title companies.

o Certain pest control chemicals can only be sold by
certain companies with licenses, and not everyone
can hold a license.

It is not as simple as just using the term “free
market” to talk about an economic model. Every
market must be evaluated on its merits and in
o STAR Bonds, TIFF dollars, PEAK Program reference to where and how it operates.

Giveaways and Rural Opportunity Zones are all
legislative approved programs providing
opportunities for one industry over another or one
community over another.

Kansas’ current retail liquor market allows for
open trade, provides any Kansan the freedom to
enter the marketplace, adheres to free market
pricing principles, provides wide accessibility to
Kansas’ retail liquor industry is not unique. These  those of legal age, has localized trade providing

examples, and others, exist because past and current consumers a direct voice in the marketplace -
legislators determined these are the right economic something big corporations do not provide - and
decisions for Kansas. has forged a strong economic model that benefits

Proposed changes to our liquor retail system will the state economy and local communities.

Keep Kansans in Business
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Kansas has a Tax Problem.

That is Why We Lose Sales to Missouri.
Food. Gas. Alcohol. Cigarettes.
All have significantly lower tax rates in Missouri.

Missouri Kansas KS Differential
Beer .06 .18
Spirits 2.00 2.50
Wine .36 .30
(less than 14%)
Wine .36 .75
(14% or higher)
Cigarettes 17 .79
Gas 17.3 25.0
General Sales 4.225% 6.3%
Tax
Alcohol Excise/ | 4.225% 8%
Sales Tax
Food Sales Tax | 1.225% 6.3%

NOTES: All numbers are in cents or percentage. Measurements are
by gallon (alcohol), pack (cigarettes), item (food/goods); Many
wines carry an alcohol content of 14% or higher; This chart does not
factor in city/county tax rates; Missouri state law mandates no
county/city tax can exceed 5.01%

REDUCTION IN TAX REVENUE?

Many big-box stores use wine and beer as a "loss
leader." They do this because alcohol accounts for a
minimal amount of overall sales and they sell thousands
of high-margin products to offset low-margin alcohol.
Selling wine and beer at, or near, cost attracts customers
to help sell and market higher-priced goods.
Thousands of new outlets selling alcohol at, or near, cost
could equate to no significant increase in enforcement
tax collections.

Missouri ranks 49th lowest in the U.S. in Beer
Excise Tax. Only Wyoming has a lower rate.
Kansas is 27th, with a rate THREE TIMES
HIGHER than Missouri.

Missouri is 45th lowest in U.S. Spirits Excise
Tax. Kansas is 38th with a rate 50 cents higher
per gallon than Missouri.

Missouri has a base tax of 1.225% on many food
items compared to Kansas’ base rate of 6.3%

Kansas’ liquor excise tax rate is nearly double
Missouri’s base tax rate on packaged alcohol.

Missouri’s cigarette tax is 62 cents lower per
pack than Kansas. Missouri’s gas tax is 7.7 cents
per gallon lower.

Missouri has a lower sales tax than 71.2% of
other states.

Taxes are the reason border consumers

choose Missouri over Kansas.

Taxes are the reason companies build
in Missouri, not Kansas -
they can sell products at a lower price,
which attracts more customers.

Proposed legislation does not fix the

problem. Missouri will be a cheaper

place to shop for border consumers
until Kansas addresses its tax policies.

‘
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Liquor Store Owners Welcome Competition.

The Practical Problem is Locally-Owned Stores
Don’t Have the Space or Borrowing Resources.

The average liquor store in Kansas is 3,500 square feet. Proposed The State Created
Legislation would allow current liquor store owners to sell other the Current System.
products, BUT WHERE WILL THEY PUT THEM? It's Responsible to

Honor that System

Many stores are landlocked or in areas where zoning and

permitting make it difficult to expand. It's not about not wanting to Kansas' retail liquor system

has been 1n place since its
creation in the 1940°s.

Every Kansan investing in

a liquor store has done so

compete - its about not having the resources!

Big-box and grocery stores will clear off a few shelves and add
liquor to their inventory, with few concerns about space.

If a liquor store owner wants to move or expand, where will they with a promise from the state
get the resources? Lending to small businesses is at record lows, that they were investing in
especially in rural communities. Upon passage of this legislation, a specific system established

the state is telling every banker in Kansas nearly half* of these by the state. Changing the
stores are going out-of-business, making them ALL poor

current system undermines
investments.

the investment Kansans have
made in Kansas. The State of
Kansas should continue to
respect - and honor -
that commitment.

Having the ability to sell “other” goods is not a solution. Having
nowhere to put them - and no borrowing options to expand - is a
practical problem the legislation ignores.

*Source: Dr. Art Hall, “An Economic Case for Increased Competition in the Sale of Beer,
Wine and Spirits in the State of Kansas” 2011

Kansas Liquor Laws Are Not Outdated

No state has voted to put wine in grocery stores in ~ Kansas as the most regulated. Kansas has direct
25 years. Since then, Colorado, Kentucky, Minnesota, wine shipping, Sunday sales, farm wineries,

New York, Oklahoma and Massachusetts have microbreweries, in-store sampling, outdoor zones for
rejected this change out of concerns for small festivals, wine doggie bags and other “modern” laws.
businesses and public safety.

Many states differentiate between the sale of alcohol Kansas has a model system: with one liquor
by packaged stores versus big-box stores. Some states store per 3,600 citizens, we have a balance
do not allow the sale of refrigerated alcohol in retail between the desires of those who would expand
outlets. There are control states - which only allow the ~ access versus those who prefer a model closer
state itself to sell spirits. It is not correct to paint to a return to prohibition.

Keep Kansans in Business
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Changing the System Harms Rural Communities

A survey by Kansas State University and the Kansas  In a report on factors leading to why rural grocery
Sampler Foundation found 40% of rural grocers said  stores are closing, Jon Bailey, Center for Rural
the biggest threat to their business is out-of-state Affairs, concluded: "The advent of corporate, chain

grocers and big-box stores. grocery store facilities in nearby larger

No study indicates selling . . . C
) ) cities and the relative ease in driving due
David E. Proctor, Director of the alcoholic beverages will

Center For Engagement and keep rural stores open.
Community Development at Kansas  Studies do conclude the

to advances in vehicles and highways
often make shopping at larger grocery

. . o . stores more attractive, further reducing
State University, wrote in his article biggest threat to

.. the customer base and the economic
The Rural Grocery Crisis”"The most

rural, Kansan-owned  ,a10ing for small, local stores."

frequent, significant challenge businesses is out-of-state

identified by our rural grocers was In Towa, 43% of grocery stores in

O oo operated grocers and big
competition with big box grocery _ box stores
stores. In the past twenty years, we - population have closed. Leading factor:

have seen a tremendous rise in the number of big-box, big-box and out-of-state grocers.

communities with less than 1,000

tional-chai kets. In addition, big-b
Rational-chain markets. M ageilion, big-box Proposed Legislation will assist big-box and

out-of-state grocers too increase market share
and buying power, helping them shut down local,

wholesalers have moved into the grocery business,
and now many offer large food sections as part of their

stores. Rural store owners view these stores as
rural grocers.

competition that threatens their very survival."

Kansas Grocers Can Sell Alcohol g8 BI(?'BOIX HURT:NG IFfUI?L KlAtNS‘i“S
Under Current Law ansas’ rural communities suffere Ropu ation losses
in the last decade. A primary factor: consolidation

) created by big-box stores. These out-of-state entities
Under current Kansas law, independently push small businesses to closure, creating fewer

O_W”ed Kansas (BlretiEny Stor_es celn e & businesses in rural communities, leading to fewer
liguor store adjacent to their store. They jobs and causing population exoduses.

can even design the liquor department so

Ml Largest population Rawlins - 15.07%

customers do not have to leave their NI _
building to purchase alcohol from them. (2010 Census) Smith - 15.06%
_ _ _ _ Kiowa -22.12% Republic - 14.65%

Proposed legislation is designed to allow
a - [0)

out-of-state corporations to sell hard [EEE] 18.71%  Osborne - 13.34%
liguor and take profits out of Kansas. Lane - 18.79% Cheyenne -13.87%
Jewell - 18.83% Greenwood - 12.82%

If rural and independent grocers
believe it would benefit them to sell |[EIEtELIE -15.83% Woodson - 12.65%
alcohol, they can do so right now!

Wallace - 15.09% Gove -12.16%
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Changing the System is Expensive to Taxpayers

The Division of Alcoholic Beverage Control (Department of Revenue) would need to
nearly double the number of enforcement agents beyond its current staff and increase
administrative staff to enforce expansion of alcohol to more than 3,500 new outlets,
according to Dean Reynoldson, Director of Kansas Alcoholic Beverage Control. He
made the comments while testifying before the House Federal and State Affairs
Committee in 2013.

A minimum of 20.5 new individuals would have to be hired to regulate the
system being proposed. (Division of the Budget, February 2013)

It leads to an approximate 50% budget increase for Alcohol Beverage Control.
Additional positions represent a minimum of $1.9 million in additional money
to fund these positions. (Division of the Budget, February 2013)

A memo from the Kansas Department for Children and Families (formerly SRS) indicated it will cost
an additional $4.2 million for treatment and prevention programs. Proposed changes takes millions
from the State for distribution to cities and counties while creating a new tax system.

Cost to Taxpayers = a minimum of $6.1 million additional dollars

New Fiscal Costs Come with Increased Access

Increasing alcohol outlets by more than 2,500 and studied the effects of having a high density of
allowing 18, 19 and 20-year olds to stock and sell  alcohol outlets. Among their findings were that
hard liquor, strong beer and wine, has additional areas with increased retail alcohol outlets had
costs the state will have to fund. higher suicide rates, increased drunk driving rates,
Wichita Pastor Terry Fox, who also served more  ™°T€ 1nsta.nces of violent crime, and increases in

. ) sales to minors.
than 10 years in law enforcement, opposes

changing the system because of the additional Additional enforcement and increases in

enforcement that will be required. He writes, “ I am social problems associated with
confident that enforcing the law and regulations of
this bill will be nearly impossible in the State of

thousands of new outlets carry an

: s economic cost the state will have to fund
Kansas as well as time consuming.” The Kansas

Peace Officers Association and Kansas Chiefs’ of through increases in law enforcement,

Police have expressed similar concerns. treatment programs and underage

The Marin Institute and Indiana University have drinking initiatives.

Keep Kansans in Business
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Current Beverage Industry
Benefits Kansas

The beverage alcohol industry in
Kansas employs nearly 41,000
Kansans. This high rate is
because Kansas retail liquor
stores and on-premise
establishments maintain an
industry, profitable for Kansas,
because of community roots.

Retail liquor stores work closely
with local law enforcement,
distributors, bars, clubs,
restaurants, local organizations
and everyone who buys alcohol
to ensure sales are responsible.

Retail liquor store owners in
Kansas are all members of their
communities, living in local
neighborhoods and answering to
their neighbors.

These local, community-based
relationships ensure Kansans
stay employed, turnover rates are
kept low (unburdening the
unemployment system), profits
stay in Kansas and tax
collections remain high.

Bars/Restaurants in 14 Dry Counties
— most local businesses —

at Risk by Proposed Changes

There are more than 100 restaurants,
pubs and bars in Kansas' 14 dry
counties which, by law, can only serve
3.2 Beer. While proposed legislation
does not ban 3.2 beer, it puts its
Kansas future in jeopardy.

As grocery and convenience stores
replace 3.2 beer with strong beer, this
dilutes sales of 3.2 beer, making it less
profitable for beer producers to make
for Kansas.

3.2 beer is profitable for producers
and sold in other states (Colorado,
Minnesota, Missouri, Oklahoma,
Utah). However, the product is
packaged specifically to adhere to
Kansas regulations.

Changing the current retail liquor

KS Counties Without

Liquor-By-The Drink

(as determined by the citizens
who live there)

Clay
Clark
Doniphan
Elk
Gray
Haskell
Jewell
Meade
Rice
Sheridan
Stanton
Stafford
Wallace
Wichita

system will create an eventual tipping point where 3.2 beer is no
longer profitable for producers to package and sell in Kansas,
making them likely to stop offering 3.2 beer in Kansas.

This puts dry-county bars and pubs, most of which are
locally owned and in rural communities, out-of-business
since 3.2 beer is the only alcohol they can serve, as
decided upon by the citizens of those counties.

Convenience store owners have testified that beer sales account for between 4% and 8% of
total sales. For Kansan-owned liquor stores, beer sales account for an average of 50% of sales,
and in some stores it is as high as 80%. Big-Box and convenience stores do not need this
additional product to continue to thrive, while loss of these sales to out-of-state entities
will put Kansas owned stores out of business.
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Big-Box, Grocery, Convenience
Sales Reduce Consumer Choice

Big-box, grocery and
convenience stores sell a
limited number of alcohol
items and focus on top-
selling, national brands.
As these stores dominate
the market and put
Kansan-owned stores out-
of-business, variety will
decline.

Less product variety is a
deterioration of consumer
choice.

While some liquor stores
will attempt to sell “niche”
products, they must sell top
brands to make a profit.

Liquor stores can put top-
selling brands on shelves,
but big-box stores sell top-
brand labels near cost as
loss leaders.

Big-box, grocery and
convenience stores do not
need variety and “niche”
alcohol products to stay in
business, but liquor stores
cannot sell just “niche”
items and stay business.

This creates a system in
which the only stores
standing will be big-box
and out-of-state grocers
who will limit product
choice.

According to the
National Beer
Wholesalers
Association: “When
independent retailers
suffer at the hand of
huge corporations,
consumers are also
impacted through the
loss of choice and
convenience.”

Kansas-based Sharkbite
cocktails, which sells in
more than 15 states,
opposes changes to the
system. Company owner
Brad Dickson says in states
dominated by big-box
stores selling alcohol, new
brands and products are not
provided shelf space by big
-box retailers.

As Dickson says, if
consumers reject his
product that’s their choice;
but in states dominated by
big-box retailers consumers
are not even given the
opportunity to try new
products produced by small
-to-mid size business. That
is not consumer choice —
it’s big-box retailers
dictating markets, and
reducing consumer choice.

Resources for this
analysis include, but are
not limited to:
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Americans For Prosperity
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Retail Economics

An Economic Case for
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the Sale of Beer, Wine
and Spirits in the State of
Kansas.” by Dr. Art
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Bob Weeks,
The Voice of Liberty

Campaign for Tobacco
Free Kids

Capitol Connection,
LLC: Poll on size and
employment of Kansas

Liquor Stores

Community
Environmental Defense
Fund

Des Moines Register
Dr. David Burress, PhD

Economic Impact
Analysis: A Case Study

Emporia Gazette

Gone Mild Blog:
gonemild.com

Hays Daily News
Indiana University

Kansas Alcoholic
Beverage Control

Kansas Chamber of
Commerce

Kansas City Star

Kansas Department for
Children and Families

Kansas Department of
Agriculture

Kansas Department of
Revenue

Kansas Division of the
Budget

Kansas Family Policy
Council

Kansas Families Against
Liberal Liquor Laws

Kansas Policy Institute

Kansas Sampler
Foundation

Lawrence Journal World
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Missouri Department of
Revenue

National Bureau of Labor
Statistics
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U.S. Census Bureau

Wichita Business
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