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INTRODUCTION

This report is prepared in resppnse to the mandate of Laws
1976 Chapter 5 that the Commissioner of Public Safety review the
current operations of the Liquor Control Division and all applicable
liquor statutes and make a report to the Governor and Legislature
of specific recommendations for improvement of operations and
updating of statutes.

Several recommendations are presented.

We

have not attempted an in-depth analysis in this report of public
policy on alcoholic beverages; rather, recommendations are briefly
set out to serve as the base for further studY,where the legislature
deems appropriate.

This report makes a number of references to the need for a
thorough review and revision of the State's liquor laws.

We believe

that such a review of the law should be accompanied by an in-depth
study of public policy regarding the regulation of the sale and
use of alcoholic beverages.
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REORGANIZATION OF CHAPTER 340

The Intoxicating Liquor Statutes, Chapter 340, essentially
date back to 1934 when the repeal of prohibition placed upon the
states the power and responsibility to regulate the transportation,
importation and use of intoxicating liquors.
date prohibition, some as early as 1905.

A few sections pre-

Since 1934 Minnesota

liquor laws have been amended as the need arose.

Without undertaking

a major analysis of exactly how the current Chapter 340 evolved, it
is evident from a thorough reading of it that it contains both
repetitious language and obsolete provisions.

Presently Chapter 340 is vaguely organized by classification
of liquor -- non-intoxicating malt liquor, intoxicating liquor,
violations and taxes.

However, within those sections many subjects

are repeated each time a different kind of liquor license
discussed.

Along with repetition, there seem

sistencies.

is

to be many incon-

Drinking age, hours of sale, violations and penalties,

and local vs. state issuance and approval of licenses are examples
of subjects that are repeated throughout Chapter 340, but not always
consistently.

Also, various restrictions on manufacturers, whole-

salers, importers, etc. are inconsistent with respect to the various
types of liquor involved.

As the liquor laws have been amended through the years, for
the purpose of meeting new problems of the day, many obsolete or
unneeded provisions have been left in
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th~

statutes.

This report

contains a recommendation for repeal of several obviously obsolete
sections o£ Chapter 340.
)_.

However, in addition to those, we feel'

Chapter 340 should be comprehensively
reviewed by the Legislature
.
{

on the basis of relevancy to present day needs.

A thorough review and analysis of Chapter 340 would uncover
many areas which contribute to difficulties in interpretation,
understanding, compliance and enforcement.

It is therefore

recommended that a study of Chapter 340 be undertaken for the
purpose of grouping like sUbjects, removing inconsistencies and
redundancies, and making substantive amendments to bring the liquor
Laws into focus with present day problems and needs.

Should the

Legislature choose to appoint an interim cOIDW.ission to undertake
such project, the Department of Public Safety would willingly offer
assistance.
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REPEAL OF OBSOLETE PROVISIONS OF CHAPTER 340

)-.

It is the recommendation of the Department of Public Safety
that the sections of Minnesota statutes listed below be repealed.
(See Appendix A for the full text.)
and unenforceable.

(In the case

0

These sections are obsolete

f section 340 .. 73, .see in this

report Discussion of Other Issues concerning sales to intoxicated
persons .. )
_.I~

Minn., Stat .. 340 .. 73

340.88

340.74

340.89

340 .. 76

340.90

340 .. 77

340.91

340.78

340.92

340,,81

340,,93

340 .. 83
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AMENDMENTS TO CHAPTER 340

)--

Ambiguou~ and obsolete language in the liquor laws have

caused problems in regulation, enforcement, and adjudication.
The following proposals offer some solutions through strengthening
of existing statutes.

Although we have already recommended a

complete revamping of Chapter 340, these recommendations are predicated on its present format.

The statutes should be clarified and made uniform on the issue
of sales by manufacturers, brewers, wholesalers, importers, distilleries and wineries as shown in 1-3 below.

Presently, only the

Liquor Control Rules contain language adequate to enforce compliance.
Also the penalties in the following three sections should be gross
misdemeanors to be consistent with other violations relating to the
wholesale liquor industry . .

(340.031)
1.

Restrict non-intoxicating malt liquor brewers, wholesalers,

and importers to selling only to municipal liquor stores, government
instrumentalities, holders of non-intoxicating malt liquor licenses,
and to persons described in Minn. Stat. 340.02, subd. 10.

(340.13)
2.

Restrict distilled spirits and wine manufacturers,

wholesalers, distilleries, wineries, and importers to selling only
to municipal liquor stores, government
holders of intoxicating liquor licenses.
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instrumentalities and

(340.403)
3.

Restrict intoxicating malt liquor .brewers, wholesalers

and importers to selling only to municipal liquor stores, government
instrumentalities, holders of

intoxi~ating

liquor licenses and to

persons described in Minn. Stat. 340.11, subd. 15.

(340.11)
In legislation for the 1977 session already submitted by
the Department, we have proposed increasing various license fees
which accrue to the State.

However, off-sale liquor license

fees, imposed by municipalities, are unrealistically low today.
Since 75% of all liquor sold in Minnesota is sold at off-sale,
it is reasonable to expect these licensees to pay economically
realistic fees.

We propose that

off~sale

license fees be increased

as follows:
In cities of the 1st class, from $1000 maximum to $1500.
In cities of the 2nd class,. from $200 to $1000.
In cities of the 3rd class, from $200 to $750.
In cities of the 4th class, from $100 and $150.to $500.

( 340. 07 s ubd. 13)
For public convenience and to reflect the changes in
philosophy over the years, the definition of "exclusive liquor
store" should be amended to allow the sale of products and
ingredients used in the preparation of alcoholic drinks, including
glassware.

Originally this prohibition was instituted to keep

other unrelated products from inducing people into a.liquor store.
Today it is an inconvenience.
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( 340 . 11 s ubd . 5 )
All liquor licenses, except on-sale licenses and special
Sunday sales

~icenses

issued by municipalities, are subject to

)--

approval by the Commissioner.

We recommend that all licenses not

issued or approved by the Commissioner not be effective until
they have been filed with the Commissioner and he has in turn
notified the applicant that the license applications have been
received.

(340.11 subd. 20)
The 1975 legislature created a new class of intoxicating
liquor license, the "on-sale wine license"..

The sale of wine

is authorized on all days of the week unless the municipality or
county restricts the sale to all days other than Sunday.
law i p not specific as to actual hours of sale.

The wine

The Department

recommends that the hours and days of sale of on-sale wine be
made consistent with that for intoxicating liquors as found in
Minn. Stat. 340.14.

(340.13 subd. 1)
Non-intoxicating and intoxicating malt liquor brewers and
wholesalers are restricted from engaging in the retail liquor
industry according to very specific provisions.

However, the same

restriction for intoxicating liquor manufacturers and wholesalers
is rather broad and uninclusive.

Some believe that Minn. Stat. 340.13

could be interpreted to permit retailers to become involved in
wholesale corporations, even though wholesalers may not be retailers.
The law should be made consistent with .the restrictions concerning
malt liquor manufacturers and wholesalers.
-
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(340.13 subd. 9)
To be consistent with multiple ownership laws, which restrict
ownership in

~ore

than one liquor license by persons who already

\-.

own more than 10% of a liquor license, we recommend amending the
statute concerning transfer of license, to provide that any change
in ownership exceeding 10% be deemed a transfer thereby requiring
consent of the licensing authority.

Presently in corporate ownership

of a liquor license, ownership changes can take place without the
knowledge of the licensing authority.

Along with this proposal we

also recommend that a transfer of a license have the consent of the
issuing and approving authorities.

(340.13 subd. 11)
State law requires that licensees be issued any required federal
liquo~

permits before the State license becomes effective.

No other

state has a requirement that the state license is contingent on a
federal permit.

It is also a rather ambiguous requirement since it

seems to require local and State licensing authorities to verify
federal requirements.

This statutory provision should be repealed.

It would not affect the licensee's responsibility under federal law
to obtain any required federal permits, and enforcement of a federal
requirement then clearly would be a federal not State matter.

(340.11 subd. 13)
State law now restricts the number of off-sale liquor lic8nses
which may be granted in cities of the first class.

We feel this

restriction should be repealed since there is no limitation on the
number of off-sale licenses for other classes of cities.

Even for

on-sale licenses, the statutory limitations on maximum number to be
- 9 -

granted are not binding, since local issuing authorities are allowed
to issue in excess if approved by voter referendumc

(340.13 subdQ 12)
Any person convicted in the prior five years of any federal,
State, or local liquor law is ineligible for a liquor

licen~e.

However,.the construction of language in this section is not very
clear.

The Department recommends clarifying it and, in addition,

denying eligibility for a liquor license from persons who have been
convicted of a felony.

It seems incongruous that a person convicted

of a misdemeanor liquor law is ineligible to obtain a liquor
license, whereas a person convicted of a non-liquor related felony
is eligiblec

(340.13 subd. 15)
Finally, we recommend that the statutes clearly specify that
retail dealers and

munic~pal

liquor stores shall not sell liquor

for the express or suspected purpose of resale.
- 10 -

Sales by retailers

to other licensed and unlicensed outlets has provided opportunities
for tax and licensing evasion.

This has become a serious problem

with respect to unlicensed. outlets such as small resorts and
"kegger" parties.

By definition a retailer is not a wholesaler,

thereby implying prohibition of such activity.

However, clarifying

this issue would place responsibility squarely on the retail dealer.

-
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DISCUSSION OF OTHER ISSUES

There are two concepts relating to the safety of the public
and the Liquor Control Division which merit further study.

One

involves the education and licensing of retail liquor employees.
This practice has proved effective in many states and Minnesota has
one municipality which practic'es it..

Administra ti ve agencies

regulate the standards of many industries and occupations at the
present time.

Few industries contain as many opportunities to

present hazards to public safety as does the liquor industry.
Present statutes provlde no qualifications for these employees other
than a minimum age requirement.

Men and women, many of whom possess

only a slight knowledge of the liquor laws, work in bars and package
stores throughout the State..

They deal daily

with one of the

fastest reacting substances which can affect people's minds.

Unlike

the licensee, an employee may be convicted of a violation yet can
continue his occupation.

More satisfactory regulation, through

education and licensing of employees, is an area that we believe
warrants further study.

Such licensing, if deemed desirable,

probably would be limited to a demonstrated knowledge of the basic
liquor laws and rules that apply "to the relationship of the employee
and the customer.

Drunken driving is one of the
pUblic safety today.
the problem too late.

mo~e

serious problems facing

The arrest of the drunken driver is meeting
To the best of our knowledge a liquor licensee

never has been charged with or convicted'of selling liquor to an
intoxicated person under Minn.

~tat.
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340.14 or 340.73.

An

amendment to Minn. stat. 340.14 subd. l.a., placing stricter criminal
penalties ·on selling liquor to obviously intoxicated persons, may
make enforcement more effective.

Licensees who find themselves

1-·

faced with criminal prosecution for selling liquor to obviously
intoxicated persons would employ the same precautionary measures
now taken to avoid selling to minors.

By an intense statewide

effort, through public information and local law enforcement
education, many dangerously intoxicated drivers may be kept off
the highways.

Earlier in this report it was recommended that Minn. stat.
340.73 be repealed.

Its language is archaic and unenforceable.

It is of .dubious constitutionality because of sweeping terms it
uses to describe classes of people defined by vague, obsolete and
offensive terms.

There is an additional issue which we feel requires legislative
action but for which the Department has not formulated a recommendation.

Minn. Stat. 340.15, pertaining to regulation of advertising,

is unworkable in its present form.

It requires administrative

rules " ... restricting advertising to prevent it from counteracting
temperance education".

A related issue should be addressed,

specifically price advertising.

Presently, a prohibition against

price advertising, except on the premises of license establishments,
is contained in the Liquor Control Rules, effective November 13,
1973.

Since then there have been several liquor price advertising

bills proposed.

Therefore the rule has not been amended pending

legislative action and clarification.
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Finally, we recommend a review of all requirements in Chapter
340 for filing of bonds with corporate

sur~ty.

Such review should

be in conjunction with th'e Attorney General, the Insurance Commissioner,
and the League of Minnesota MunicipaJities.

The purpose of a surety

bond seems to be a liability-type insurance coverage, making the
licensee responsible for injuries ~nd damages.

For this purpose,

the dollar ,amount of the bonds are unrealistically low.

We also

have found that liability payment from it is questionable.
only real feature is that of a revokable penal bond.
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Its

LIQUOR REVENUE COLLECTION AND ENFORCEMENT
)

-,

In the judgment of some of the staff of the Liquor Control
Division, the State may be losing considerable revenue, due to the
investigators' inability to determine, on sight, tax paid from nontax paid liquore

Prior to July 1, 1959, when a tax stamp' was affixed

to tax paid liquor, liquor control inspectors were able to provide
some revenue collection and enforcement control at the retail level.
Since the tax stamp was discontinued visual control has not been
possible ..

While the staff is not able to specifically document that the
state is losing revenues, statistical trends nationally and in other
states seem to lend validity to it.

For example, in 1975 the

Distilled Spirits Council of the united states published a document
entitled "APPARENT CONSUMPTION OF DISTILLED SPIRITS BY MONTHS AND
STATE - 1968 TO 1974".

Based on figures from this document, per

capita consumption increased nationally by 13.7% from 1968 to
1974 (1.73 gallons per person vs. 1,.97 gallons per person).

Data

from states which use tax stamps show an increase of 26.7%.

It

seems fair to assume that the quality of life in those states -Georgia, Maryland, Oklahoma, and Wisconsin

contain no significant

factors which would lead to an increase in liquor consumption.
Data for all non-tax stamp states show that the per capita conJumption increased only l2e8%.

For the same period, per capita

consumption for Minnesota increased by 14.3%.

The level of Minnesota's

increase is only slightly above the national average and the average
- 15 -

for non-tax stamp states.

Again, there is .no information available

that would identify any factors which would explain why Minnesota's
rate of per capita consumption-

incre~se

is roughly half that of the

tax-stamp statese l

It was. decided, after discussions with the Department of
Revenue, that they ought to study further the question of enforcing
liquor tax collection through the use of tax stamps.

In addition

to collection of revenues due the state, such a program would
enhance the ability of investigators to enforce Chapter 340 relating
to collection of taxes on distilled spirits.

Also, consumers

would be assured that the portion of the retail price they paid as
a tax in fact ended up in the state treasury.

Because the above concerns relate primarily to the collection
of taxes, the Department of Revepue has drafted proposed legislation
relating to liquor tax enforcement tools.

In consultation with them

we have concurred that the enforcement of liquor tax laws could
be a joint responsibility with
the Department of Revenue.

li~uor

control inspectors assisting

Since liquor control inspectors visit

retail liquor establishments for various inspection duties, they.
should work closely with the Department of Revenue to tighten our
tax law enforcement.

Personnel from the Departments of Public

Safety and Revenue are currently studying how to most effectively
join efforts to ensure that tax laws and the applicable parts of

lExcerpted from a management study report on Liquor Control operations
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the liquor laws are enforced.

Efforts are .underway to include

in the job description for liquor control inspectors the requirement
that they be qualified and trained to examine records and files,
to determine that they are being maintained in an appropriate
manner for use by both departments.

Failure of a dealer to maintain

records in .the prescribed manner might result in either an immediate
report to other authorities or a citation or warning tag to correct
the shortcoming in the record maintenance system.
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INVESTIGATIVE OPERATIONS OF THE LIQUOR CONTROL DIVISION

)

-.

Chapter

34~

deals in part with acts and practices which are

felonies, gross misdemeanors, and misdemeanors.

It also defines

certain duties and responsibilities of liquor control inspectors.
The references to enforcement and authorities of the Liquor Control
Division are interspersed throughout the chapter.

As was noted at

the beginning of this report certain sections predate prohibition.
Others were enacted immediately following the repeal of prohibition.
Still others are of recent vintage.

Ambiguity, duplication, and lack

of specificity, particularly in regard to the authority of the liquor
control inspectors, exist through much of Chapter 340.

This situation

is at least partially responsible for uncertainty of actual responsibilities
and authority on the part of the inspectors.

According to certain inspectors, the public and local law enforcement officials perceive the role of Liquor Control as that of enforcement of all provisions of the liquor laws.'

The public, according to

this reasoning, views Liquor Control as the authority to police the
liquor industry from the distiller to the retailer.

They reportedly

believe that the Division conducts thorough investigations and
inspections of license applicants to ascertain, for example, that
organized crime is not involved.

This is simply not the case.

The

statutes do not confer such authority on the Liquor Control Division.
Even if public policy and legal authority clearly placed such sweeping
enforcement powers at the State level through the Liquor Control
Division, the personnel required to effect such enforcement would
have to be vastly greater than is the case today.
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Recent legislation (Laws 1976, Chapter 105), authorizes local
licensing

a~thorities

to conduct investigations or to contract the'

investigation to the Criminal Apprehension Division.

This legislation

(

clearly places the responsibility for on-sale license application
investigations with local jurisdictions.

Historically, most liquor control inspectors perceived their
role as that of enforcement of liquor laws.

The wording of the

original Liquor Tax Law, giving the Commissioner power to enforce
and administer it, has been the basis upon which the Division has
assumed general law enforcement powers.

Until recently, according

to some inspectors, they engaged in law enforcemen
statutory authority.

s without

They actively assisted federal, State and local

law enforcement agencies in investigations that sometimes extended
beyond liquor laws.

Some inspectors apparently exercised vast

discretion in responding to local investigative requests.

Many investigative activities of liquor control inspectors are
no longer performed, at the specific direction of management, because
of lack of express authority.

A critical need exists for a clear

legislative determination of the mission of the Liquor Control Division.
There has been little effort in the past to define the responsibilities
of liquor control inspectors where the statute is imprecise.

In spite

of recent efforts to clarify job roles, some inspectors claim to be
unclear as to their responsibilities and freedom to act.

There are at least three alternatives which could be considered
in attempting to define the enforcement mission and goals of the
Liquor Control Division.
19...:.

1.

To give liquor control inspectors full peace officer powers.
This would give them the authority and responsibility to
carry a weapon and to fully enforce liquor laws and all

)

--

other State lawse
2.

To continue existing statutory authority for police and
peace officers to enforce liquor laws.

This assures that

liquor laws are being enforced by trained police and peace
officer personnel.
3.

To establish by statute specific enforcement authorities to
be granted to liquor control inspectors, in addition to the
inspection and investigative functions they currently perform.

It is the recommendation of the Department of Public Safety that
alternative Number 3 above be adopted.

The issue of enforcement

powers to be granted to agents of the state, in this case liquor
control inspectors, should be clearly expressed by statute.

If liquor

control inspectors are to have enforcement powers relating to Chapter
340 the matter should be determined by the legislature.

The issue

should not remain unresolved or clouded by practices deemed acceptable
20-40 years ago.

This conclusion is based on the following:
Ie

It is best in keeping with what we feel is the spirit and
intent of Chapter 340.

2.

Local law enforcement personnel should continue to be the
primary enforcers of liquor laws, relying upon existing
State enforcement agencies only upon request.

3.

As a regulatory agency, the Liquor Control Division could
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better utilize their resources by developing and implementing
a liquor law instruction program for local licensing and
enforcement authorities.

Where local authorities are not

)--

knowledgeable of liquor laws, rules and procedures, the
Liquor Control Division can provide instruction and training.
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CONCLUSION

The history of the results of the misuse of intoxicating
beverages is as old as history

itself~

Society's approach to the

problem has constantly changed.

The attempt to eliminate the problem through federal prohibition
of the manufacture, sale and use of alcohol resulted in 14 years of
bloody circumvention of the

U.s.

Constitution.

Repeal of federal prohibition'left the states to regulate the
flow and use of alcohol.

Many states, including Minnesota, believed

their responsibility to control abuse lay in counseling temperance
and in passing criminal penalties for public drunkenness.

The state

attempted to control the use of liquor by defining persons to whom
liquor could not be sold.

Since repeal of prohibition in 1934 our attitude toward dealing
with abuse in the use of alcohol has changed.

Gradually the emphasis

moved toward controlling the distribution and sale of liquor at the
wholesale and retail level, rather than by attempting to police
individuals.

Product purity and appropriate facilities in which

to serve beverages, in addition to inspecting for liquor tax
compliance were major duties of the liquor control inspectors.

Requests

for State investigative assistance by local law enforcement agencies
into alleged liquor law violations continued to be a part of the
inspector's job.
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More recently other changes in the State's attitude toward the
use of alcohol have occurred.
crimee

Public drunkenness is no longer a

Alcoholism is generally recognized as a disease.

Many states,

with Minnesota in the lead, provide treatment facilities for those
afflicted with the disease of

alcoholism~

In light of these changes

it is now time to bring our state's laws dealing with the control
and regulation of alcoholic beverages into conformity'with durrent
thinking.

In this report recommendations are made to repeal the most
obviously obsolete and unenforceable sections of Chapter 340, the
basic law dealing with liquor law enforcement.

Approximately 15

entire sections could thus be eliminated.

Other portions of Chapter 340, dealing with revenue collection,
auditing, and tax law enforcement have been transferred to the
Department of Revenue.

Earlier in this report a recommendation is made dealing with
enforcement of liquor laws, i.e., that such enforcement is a matter
for peace officers as defined by statute.

The recommendation maintains

enforcement responsibilities with local police authorities, acknowledging
that they may, from time to' time, require the assistance of State
peace officers (Criminal Apprehension agents and the state Patrol) .

Further this report strongly recommends that even if all the above
recommendations are successful there is still a need for thorough study
and a complete rewriting of Chapter 340.

-
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What then is the mission of the Liquor Control Division in the
Department of Public Safety?

This question has been the subject of

numerous discussions among Department of Public Safety personnel for
the last yearQ

Current State law rules and tradition find the following functional
responsibilities in the Liquor Control Division:
- Licensing and maintaining records of all liquor licenses.
- Pre-license inspections.
- Inspections for law compliance and product purity.
- Enforcement of laws requiring all licensed importers to sell
equally to all licensed wholesalers.
- Enforcement of price filing laws and maintenance of records.
- Promulgating and enforcing rules where necessary.
- Collecting prescribed fees and maintaining appropriate records.
- Enforcing statutory requirements for brand label registration
and maintaining appropriate·records.
- Maintaining records of manifests or invoices of shipments of
alcoholic beverages into Minnesota.
- Assurance that each level of the industry maintain and preserve
required records.

If the recommendations contained in this report are placed in
effect,the changes in mission to the Liquor Control Division would
primarily emphasize the following:
- Licensing functions will be upgraded.
- Compliance inspections will include examination of records to
determine their accuracy and curren6y for use of the D~partments
of Public Safety and Revenue.
-
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- Promulgation of rules will be determined by statutory changes.
- Law enforcement duties other than those clearly defined either
by statute or administrative directive will be a matter for
local authorities.

Finally, we will continue to study and review the enforcement
activities in the Liquor Control Division.

We will seek to avoid

any inter- and intra-department" duplication and at the same time
seek ways to improve our effectiveness in gaining compliance with
all applicable statutes "and rules.
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