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FEDERAL TRADE COMMISSION

WASHINGTON, DC, 20580

Tpe Honorable Randolph J. Townsend
Nevada Legislature
Washoe No. 3
P.O. Box 20923
Reno, Nevada 89515

Dear Senator Townsend:

The Federal Trade Commission staff1 is pleased to respond to
your May 4, 1987, request for comments on Nevada Assembly Bill No.
569 ("A. B. 569"), a measure that would amend the statute
governing franchise agreements between liquor suppliers and
wholesalers. 2 The bill would significantly restrict a liquor
supplier's ability to alter its distribution system in response to
changes in market condition~. The likely ~esults are a rigid and
inefficient distribution system for alcoholic beverages and
increased prices to ~;vada consumers and visitors.

Congress has Ch<.>I
nation's antitrust aT
mandate, the Commisso
before other governm'
and consumer welfar(
Commission is part~

distribution of ~_C~

recent years, tht FT~

i t~.€ .ission with enforcing the
;n~' protection laws. Under this
)r ~taff has frequently appeared

.es to help assess the competitive
~_ions of pending issues. The
familiar with competition issues in the
)~verages. On numerous occasions in
'f has presented its views on proposed

1

2

These commem::: r~present the views of the Bureaus of
Competition, ,'opsumer Protectio~, and Economics, and not
necessarily those of the Commission itself. The
Commission has, however, voted to authorize the staff to
present these comments to you.

See Nevada Revised Statutes 598.290 ~t seq.
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decline, consumer demand patterns may be quite volatile. In order
for distribution networks to remain economically efficient, supply
patterns must be free to change with equal speed. A law that
fails to allow for such changes could impose significant costs on
consumers.

The constraining effects of A. B. 569 may be especially severe
in areas where suppliers have established exclusive sales
territories for their distributors. Since the bill prohibits the
supplier from terminating or refusing to renew a franchise except
under certain circumstances, a supplier that has assigned an
exclusive sales territory may not be able to create new
distributorships in that territory without triggering a claim from
the existing distributor
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