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The Honorable Daniel Deasy The Honorable Daniel Laughlin
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House Liquor Control Committee Senate Law and Justice Committee
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The Honorable Mindy Fee The Honorable Wayne Fontana
Minority Chair Minority Chair
House Liquor Control Committee Senate Law and Justice Committee
43 East Wing 543 Main Capitol
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Chairs Deasy, Fee, Fontana and Laughlin:

As required by Act 39 of 2016, the Pennsylvania Liquor Control Board (PLCB) is pleased to
submit its Annual Report on Method and Rationale for Product Pricing. This report outlines
the historical background regarding product pricing, the policies and procedures that guide
the PLCB’s pricing and product management decisions and the agency’s outlook for 2026.

The mission of the PLCB is to serve as the Commonwealth’s responsible seller of wines and
spirits, regulate Pennsylvania’s beverage alcohol industry and promote social responsibility
and alcohol education, while maximizing financial returns for the benefit of all
Pennsylvanians. The agency’s product pricing decisions reflect our commitment to this
mission by prioritizing the dual goals of providing quality and value through a diverse
assortment of products and generating financial benefits to support communities across
Pennsylvania. The PLCB is dedicated to ensuring that the benefits of the beverage alcohol
industry flow back to the people and places that make Pennsylvania strong.

Sincerely,
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Darrell L. Clarke Randy Vulakovich James R. Brewster
Chairman Member Member



STATUTORY PRICING REQUIREMENTS

Historical Background

The pricing structure for wines and spirits sold by the PLCB has evolved throughout the
history of the agency. The Liquor Code authorizes the PLCB to establish prices for the
products it sells. The retail price is the shelf price paid by individual customers at Fine Wine
& Good Spirits (FW&GS) stores and online at FWGS.com. Certain licensees receive a
statutorily established 10% discount off the retail price.

Prior to the pricing reforms included in Acts 39 and 85 of 2016, section 207 of the Liquor
Code mandated that retail prices had to be proportional with prices paid by the PLCB to its
suppliers. This provision required the agency to use a proportional markup to price products.
The PLCB’s markup structure, prior to the enactment of Acts 39 and 85, consisted of two
straight percentage markups (a 1%, then a 30% markup), as well as a handling fee called the
logistics, transportation and merchandising factor (LTMF). Subsequently, the 18% liquor tax
was applied, then the price was rounded to determine the retail price.

The uniform markup structure prevented any consideration of supply and demand or other
market factors in the PLCB’s pricing decisions. Consequently, a mass-market chardonnay
had the same markup as a highly sought-after, limited-release bourbon. The proportional
markup also allowed suppliers to set the retail price of products and maximize their margin
by using the markup structure to work backward to calculate the product acquisition cost
(the PLCB’s cost to purchase the item from a supplier).

The PLCB did have the authority to set the markup, and it varied throughout the history of the
agency. Priorto the enactment of Act 39, the 30% markup had not changed in more than two
decades.

Pricing Reforms Under Acts 39 and 85 of 2016

Act 39 of 2016 significantly modified the PLCB’s pricing authority. Specifically, section 207
of the Liquor Code was amended to allow the agency to “price its best-selling items and
limited purchase items in a manner that maximizes the return on the sale of those items”
and to “discount the price of discontinued items.” Limited purchase items include products
“that the Board purchases on either a one-time or nonrecurring basis due to the product’s
limited availability or finite allocation,” and discontinued items include products the PLCB
“has voted to delist at a public meeting.” Subsequently, Act 85 of 2016 —which amended the
Fiscal Code but contained provisions impacting the Liquor Code - defined “best-selling
items” as “the 150 most sold brands and product types of wine and the 150 most sold brands



and product types of liquor as measured by the total number of units sold on a six-month
basis calculated every January 1 and July 1.” The expanded pricing authority authorized by
Acts 39 and 85 of 2016 is commonly referred to as “flexible pricing.” The PLCB is required to
sell products, except for items offered through a customer relations management program,
at the same retail price across Pennsylvania. All wine and spirits products sold by the PLCB
remain subject to the 18% liquor tax, which is included in the product’s retail price. This
liguor tax is transferred to the General Fund and does not support the PLCB’s operations or
its annual cash transfers to the General Fund.

The PLCB’s Special Order portfolio is not subject to flexible pricing. However, Act 39 of 2016
did alter the pricing structure for these products by reducing the PLCB markup on Special
Order products from 30% to 10%. Pricing for Special Order products delivered by suppliers
to FW&GS stores or licensee service centers (LSCs) for customer pickup includes the LTMF,
which is currently $2 per unit. Special Orders direct-delivered to customers are not assessed
the LTMF, but suppliers may impose delivery fees on direct-delivered Special Orders. As
established by statute, Special Order products are not eligible for the 10% licensee discount.

METHODOLOGY & RATIONALE

Product Management

The PLCB’s Bureau of Product Management curates the product portfolio, manages
relationships with suppliers and works closely with the PLCB retail, wholesale and supply
chainteamsto ensure customers have access toitems that meettheir personal preferences
and business needs. The product portfolio constantly evolves in response to sales data and
as new products and line extensions of successful items come to market. The Product
Management team is divided into a Spirits Division and a Wine Division that manage the
regular stock portfolio and one-time buys, as well as a Special Order Section that handles
the Special Order program.

Regular stock items include the most common and popular wine and spirits items across
the state, which are available at most FW&GS stores, LSCs, FWGS.com and through the
licensee delivery program. Products purchased as one-time buys are generally premium
wines and spirits or seasonal products, which are often characterized by high quality, niche
market and/or limited supply. One-time buys are typically offered for sale at a smaller
number of locations than regular stock products.

Suppliers may offer products not available as regular stock or one-time buy items for sale
through the Special Order program to licensees and/or retail customers. The Special Order
portfolio, which is not subject to flexible pricing, includes approximately 50,000 specialty



items. Special Order products are sold through the PLCB’s Licensee Online Order Portal
(LOOP) for licensees and through FWGS.com for retail customers and licensees that do not
use LOOP. The Special Order program is primarily used by licensees. Special Order stock is
maintained by suppliers, and products may be offered for delivery to FW&GS stores or LSCs
for customer pickup, or offered for direct delivery to licensees’ and retail customers’ in-state
addresses.

Product Portfolio

The PLCB evaluates its product portfolio on an ongoing basis and monitors current sales to
inform future product purchases and pricing decisions. The below chart reflects the PLCB’s
item count at the end of calendar year 2025 and sales for calendar year 2025.

Item Count Dollar Sales* Unit Sales
Spirits 3,012 $1,818,185,829 107,811,097
Wine 5,531 $932,316,407 65,392,823
Total 8,543 $2,750,502,236 173,203,920

*Includes liquor tax, but not sales and local taxes

Product Evaluation & Negotiation Process

The PLCB generally purchases the most common and popular wine and spirits products
through a regular listing process. Proposals from suppliers for regular stock listing are
generally reviewed twice a year. New submissions for listed products are initially assessed
based on expected value of the product to Pennsylvania retail customers and licensees;
existing item saturation at the proposed price point; and how closely the submission fits
categories sought by Product Management. During the listing cycle, a list of categories of
interest is provided to suppliers indicating the types of products the PLCB seeks to address
market trends and consumer demand, as well as bolster category growth. Innovative items,
successful brand line extensions and national launches are also considered during this
process. Suppliers with items that pass initial evaluation may be asked to submit a product
sample for review. For items that perform well in the product evaluation process, suppliers
are asked to present unit cost and other information to the PLCB.

The Bureau of Product Management uses a variety of market-based criteria to assess
products. Metrics include current and historical category sales data, price and segment
trends, product quality, consumer value proposition, product innovation and supplier-
proposed marketing support. Additionally, consideration is given to how an item would
contribute to the overall product portfolio. For example, segment underrepresentation, line
or size extension of a successful brand, customer trade-up opportunity and other factors
are considered.



Product Delist

Product delistingis the process through which regular stock items are evaluated for removal
from the PLCB’s product portfolio, based on established criteria and methodology. Item
performance is evaluated against sales expectations, fit within the overall product portfolio
and the supplier’s ability to timely and consistently provide product to the PLCB according
to established standards. Additionally, sometimes a product delisting is requested by a
supplier when it wants to withdraw an item from the market. The three-member Board
ultimately votes on delistings at a public meeting. The delisting process is generally
conducted twice each year.

Probationary Listing Program

The Probationary Listing Program is a new opportunity for suppliers and the PLCB to bring
new brands and unique, innovative items into the PLCB’s product catalog more quickly while
also optimizing assortment and efficiency. The agency introduced this program with the
Spring 2026 listing cycle.

A probationary listing agreement detailing purchase quantities, store placement and sales
expectations must be approved between the vendor of record and the PLCB. Each item’s
sales will be reviewed three months, six months, nine months and one year after the item’s
first in-store sale date. If a probationary listing product successfully meets or exceeds the
established agreement criteria, the item will transition to a regular listed item, which will be
subject to established delist, planned sales event and pricing criteria for listed items. If the
probationary listing product does not meet the terms of the agreement, the item will be
delisted.

The probationary listing program presents an opportunity for the PLCB and suppliers to more
dynamically respond to customer preferences and industry trends.

One-Time Buys - Seasonal, Premium Products and Chairman’s Selection®

Premium wines and spirits, as well as seasonal products and those purchased for programs
such as Chairman’s Selection® or PA Proud, are generally acquired on a one-time-buy basis.
When a product is purchased as a one-time buy, each purchase order represents the
potential for a new negotiation with the supplier. Consequently, the PLCB can leverage its
buying power and relationships with wineries, distilleries and suppliers all over the globe to
purchase high-quality wines and spirits at great values for consumers. One-time buys do not
have regularly scheduled review periods and are considered throughout the year.



Chairman’s Selection® products are hand-picked for quality and value, typically for a
fraction of their nationally quoted prices. These items often include renowned wines or
spirits and undiscovered gems. Chairman’s Selection® products have become synonymous
with value for our customers since these items consistently over-deliver on quality at their
respective price points. In fiscal year 2024-25, the Chairman’s Selection® program had
$80.1 million in sales, which was a $7.7 million increase in dollar sales over the previous
fiscal year.

Product Pricing Review

For all products the PLCB carries on its FW&GS and LSC shelves, it negotiates product
acquisition costs with suppliers and establishes retail prices by considering a variety of
metrics and market-based criteria. For example, gross margin potential, gross margin
percentage relative to comparable items within a category, manufacturer’s suggested retail
price and the impact of key threshold price points on sales are considered during the
negotiation process.

The PLCB uses a tiered review process to establish product acquisition costs and retail
prices for wines and spirits. Category managers initially negotiate product acquisition costs
and retail prices with suppliers. Subsequently, these recommendations are reviewed by the
division chief, director of product management, director of marketing and merchandising,
chief operating officer, executive director and, finally, the three-member Board. A pricing
analyst also evaluates pricing across various categories and portfolios to ensure
consistency in pricing practices. Generally, new listings are considered by the three-
member Board at public meetings.

As required by Act 39 of 2016, quarterly product price lists dating back to October 2016 are
posted at lcb.pa.gov under the Reports & Publications section. Current retail prices can be
viewed at FWGS.com.

Product Acquisition Cost and Retail Price Adjustments

The below chart details changes to product acquisition costs and retail prices during
calendar year 2025.

Cost Retail
Increases Decreases Increases Decreases
773 498 753 365



https://www.pa.gov/agencies/lcb/about-us/reports-and-publications/quarterly-price-listing.html

Adjustments to product acquisition costs and retail prices can be caused by a variety of
operational or marketplace changes. Forexample, a supplier may seek to adjust the product
acquisition cost of an item due to increased ingredient costs, manufacturing expenses or
other business considerations. Cost changes are generally considered by the PLCB on a
quarterly basis, and approved cost changes often directly impact the PLCB-established
retail price of an item. Planned sales events (PSEs), which are the $1, $3, $5, etc. off sale
prices that customers are accustomed to seeing at FW&GS stores and FWGS.com can also
impact price changes. PSEs are funded by adjustments to a product’s acquisition cost, retail
price or both and are part of the negotiation process with suppliers. The agency partners
with suppliers to coordinate PSEs with suppliers’ product marketing plans.

The PLCB generally considers retail prices on a product-by-product basis; however, the

agency can adjust retail prices on a broad range of products when business conditions
dictate such actions. The PLCB did not pursue a broad-based retail price increase in 2025.

FORWARD-LOOKING STRATEGY

The outlook for 2026 remains challenging for the beverage alcohol industry and will likely
see a continuation of marketplace trends from 2025. Changing consumption preferences,
uncertain economic conditions and structural beverage alcohol market shifts away from
wine and spirits to non-alcohol alternatives all represent headwinds for the industry.

For perspective regarding wine and spirit sales, in fiscal year 2024-25, the PLCB achieved
sales net of taxes of $2.5 billion. This was a decrease of $14.5 million, or 0.6%, from fiscal
year 2023-24. By product category, spirit sales increased 0.1% and wine sales decreased
4.1%. Overall unit sales decreased 1.0%, with spirit unit sales increasing 2.2% and wine unit
sales decreasing 5.5% from the prior year. As a component of spirit sales, ready-to-drink
cocktail sales grew significantly in fiscal year 2024-25 both due to category growth and the
initial efforts of private retailers to stock their shelves with sufficient inventory to begin sales
after Act 86 of 2024. Given overall sales trends, the PLCB will remain conservative about
purchase amounts to prevent over-buying.

The PLCB’s product management and pricing decisions will continue to reflect the dynamic
beverage alcohol marketplace and shifting customer preferences. For example, in the
Spring 2026 listing cycle the agency sought spirits and wine-based ready-to-drink items in
all price segments to respond to customer demand. While total wine sales remain
challenged, low-calorie and low-alcohol-by-volume wines are categories of interest
because of shifting customer preferences for items with these attributes.



The agency plans to continue to focus on delivering an unparalleled product portfolio that
consists of quality items at great values. In 2025, the PLCB continued retail promotions,
such as 10% store grand opening sales, the popular fill-a-tote promotion and clearance
discounts, which provided customers with excellent opportunities for great deals.

The PLCB is a reinvestment engine for Pennsylvania through its support of economic
development and local communities. Whether it is financially supporting state and local
government initiatives; funding projects to grow the Pennsylvania’s beer, wine and spirits
industries; promoting projects to prevent underage and dangerous drinking; or connecting
communities in our network of FW&GS stores throughout the state, the agency remains
committed to using its pricing authority to benefit all Pennsylvanians by both maximizing
financial returns to the Commonwealth and providing quality, selection and value to
customers.



