


Executive Summary

Context: Canada’s National Atthol Strategy (National Abhol Strategy Working

Group, 2007) recommends that: (1) alcoholgsjanark-ups and taxes be adjusted to
create incentives for production amehsumption of lower strength products, (2)

minimum social reference priceg reviewed at least arally vis-a-vis inflation to

ensure that real value doesn’t erode over time, and (3) jurisdictions move toward pricing
based on alcohol content withieverage categories. This Strategy is a consensus report
developed by a national working group thratluded representatives from liquor
monopolies, government and beverage indudtigg with health, research and medical
experts.

In 2006 the BC Ministry of Halth released a strategy dament on the prevention of
problematic substance use that similarly receended: (1) price incentives be created to
promote consumption of lower alcohol coritand non-alcoholic drinks, (2) liquor taxes
be linked to CPI. Such policies havedm successfully introduced elsewhere.

Current Situation: Per capita alcohol consumption Heeen increasing steadily in both
Canada and British Columbia leading to increases in health and social costs.

The current pricing/taxation gegne in BC creates price incentives for higher strength
products and disincentives for lower strengtbducts in some beverage categories. The
BC Liquor Distribution Branch sets prices in its own st@ed strongly influences those
in private stores throughholesale "mark-ups".

Minimum prices and mark-ups are adjustedequently - some are not for a decade.
There are several products oe tharket (beers, coolers,nveis and spirits) that can be
purchased for less than one dollar sandard drink before sales tax.

The real prices of spirits and wine haveeh eroding with inflation which means that,
relative to other commodities, thesegucts have become cheaper over time.

Recommended Actions

X Mark-ups are needed on reduced htiila@ontent (<4.6%) beers and coolers
should be reduced to create incergit@ their production and consumption.

X Moderate increases in mark-ups/taxesraeded on beers over 5.5% and more
significantly on beers andolers above 6.5% to disarage their consumption.

X Minimum prices and mark-ups per "standdrohk" need to be reviewed for all
beverages to ensure no alcohol can be purchased in BC for excessively low prices.

X Minimum prices and mark-ups should bguasted for inflation at least annually.

X Price per standard drink for all commodits#®uld be calculated and reviewed at
least annually to guard against the emeecgeof inexpensive sources of alcohol.

x Consideration should be given to earking a significant proportion of markup
revenue (e.g. 5 cents per standard drinkjrovide additionahddiction treatment
and prevention programs in BC.

If carefully implemented, these changesild decrease ethanol consumption and related
social, health and economic costs whileé adversely impactingndustry profits or
government revenue. A 5% decrease aolabl consumption euld reduce alcohol

caused deaths by at least 5.3% and hospitalizations by 4.3%.



A proposal for changes to BC liquo pricing in order to reduce harm
from alcohol consumption

This paper presents a case for reformingathg mark-ups are applied to the prices of
alcohol sold in liquor storas British Columbia in ordeto improve public health and

safety outcomes. It updates material fitgiraitted both to the Mister for Finance and

the Select Standing Committee on Finance and Government Services in November 2007
by the Provincial Health Officer and ther@@e for Addictions Research of BC,

University of Victoria. The basiproposal was endorsed by the Committee and

forwarded to the government of British Columbia as a recommendation though it was not
acted on in the 2008/2009 budget. In additiomsaderation has been given to specific
changes that would creatdqa incentives for alcohol consumers in BC to select lower
alcohol content drinks along with rewee implications of such changes.

Recent research by a consortium of Britishu@tia academics led by the University of
Victoria's Centre for Addictions Reseharof BC (CARBC) has shown that alcohol
consumption and related hospitalisations Haaen increasing in recent years in this
province (see www.AODmonitoring.ca). Data from the BC Centre for Disease Control
estimated that in 2006 there were 18,580 hospital treapesodes caused by alcohol
abuse compared with 4,864 ilticdrug related conditions (see






x "Create opportunities for promoting camsption of lower alcohol content and
non-alcoholic drinks througprice incentives" (p.44)

X "Increase taxation on liquor and tobaccodurcts in accordance with current cost
of living and supply and demand" (p.45)

1. Providing incentives for the manufacturemarketing and sale of lower alcohol
content products
An analysis of alcohol sales data for the financial year 2007/2008 provided to CARBC by
the Liquor Distribution Branckhows that the incentives provided to drinkers in BC
currently favour high alcohol content produittsome beverage categories. Table 2
below assesses market shares and retadgppger unit of alcohol for different strength
beers. The ‘unit of alcohol’ used hesel3.6g of alcohol or 17.2 ml ethanol i.e. a
Canadian standard drink (roughly equivalent toottle of beer; a medium glass of wine
or a 1.50z shot of liquor). What is striking is that, firstly, per unit of alcodtall prices
are highest for the lowest alcohol content beeé8gcondly, even when examining price
per litre of beverage regardkeof alcohol content, lowaihol content beers are still
slightly more expensive thaegular strength beers.

Table 2: Market share and price incentives for consumers to drink different
strength beers in BC, 2007/2008*



A relevant comparison here is with the major success of low tstredgth beers (2.5%
to 3.8% alcohol by volume) in Australia. time late 1980s tax incentives (both federal
and state) encouraged th@guction of these productacexcise tax rates are now
updated quarterly in line with CPIl. The markbare of these bev@es in terms of value
reached 40% of the total Australian bemarket by the late 1990s. These products are
also widely used at large-scale sportuegues as a way of reducing problems with
alcohol-related violence. i noteworthy that BC has one of the few Canadian brewers
that manufactures beer witlstiength of less than 4% - Spinnakers Brewpub in Victoria.
A recently released study from CARBC fouihét young male beer drinkers could not
reliably tell the difference between a Spinnakers 3.8% bektre similar 5.3% beer in a
simulated group drinking situation. Furthenma, they enjoyed the social situation
equally and felt equally intoxiéad whether drinking low or gailar strength beer despite
having significantly higher BACs with thegelar strength beer égal and Stockwell,
2007). Itis also relevant to note that the Manitoba LidgCantrol Commission applies a
surtax for higher strength beersdiscourage excessive consumption.

2. Ensuring alcoholic products are not sold for less than soft drinks

In Table 4 we show mean, minimum andxmaum pre-sales tax retail prices for
different strength beverages including wined apirits as well as beers and coolers.
These prices are expressed in terms of dgtlarditre of beverage



Table 4: Mean, minimum and maximum presales tax retail prices in dollars per
litre and per standard drink (SD)



been growing at a healthyage particularly in the lastecade on the back of the
commodity boom. In contrast to Canabaywever, estimates of per capita consumption
of alcohol have been stable apart frarorief fluctuation in 2000 and 2001 (McCarthy,
2007) which was an artificial response te thtroduction for the first time of a 10%
Goods and Services Tax as part of a majo



Table 6:

Summary of recent status of updates in British Columbia of minimum

prices and minimum mark-ups of alcoholic beverages

Minimum Prices

Last Update

Minimum Mark-

Last Update

ups
Spirits September 24, 200 Spirits 1998
Beer April 30, 2006 Beer 1994
Cider/Coolers April 1, 2003
Wine January 1, 1995 Wine 1995
Liqueurs April 1, 1993

It is important to note that both wine asirit prices in BC are not keeping pace with
inflation (see Figure 1 belowfrrom a public health and safgigrspective it is important
for the mark-ups to not fall behind CPI anérihis a case for introducing an adjustment
at least annually. More genéyain the current mixed public and private retail system it
is important to note that minimum mark-ugm® the only lever available to government to
influence prices across the whole alcohstrtbution system including both private and
government liquor stores. These minimorark-ups have not been updated, however,
for 10 or more years for any of the main beverage varieties.

Figure 1: Retail Prices for Alcohol Products Sold in Liquor Stores compared with the
Consumer Price Index (CPI), BC, 2002-2007
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Source: Statistics Canada (undated)

4. The creation of a "nickel a drink” harm reduction levy to fund new addiction
treatment and prevention programs

The Senate report on mental health and addiction "Out Of the Shadows at Last" by the

Kirby commission recommended an additionaéfcents standard drink on alcoholic

beverages with a strength of 4% or maleohol by volume in order to raise much-



needed funds for the overstretched mergalth and addictiongseatment system in
Canada. Such "hypothecated tsixer special levies havugeen applied on alcohol in

many jurisdictions in order to raise eamnked funds for prevention and treatment
purposes. In Quebec a small tax rafsesls for prevention and public awareness
programs. In Australia a five cents géandard drink tax on higher alcohol content
drinks was shown to save the tiny jurisdictiof the Northern Territory over $124 million
in health care and policing costs over arfgear period. While raising taxes on alcohol is
not usually popular according to public ominipolls, when these funds are earmarked for
areas of high need directly relevant to tidve they tend to be extremely well received.

In British Columbia, a 5 cent increase in kgrs per standard drink for beers and coolers
with a strength of 4% or nne, wines greater than 11% diod all liquor would generate
additional revenue of $95.7m in 2005/6 pricEse need for improved resources for the
addiction treatment system and for prevemprograms is widely accepted in British
Columbia and it can be expected that such a small increase in ‘taxation’ would be well
received by the general public. Another mddeconsider would be a smaller alcohol
markup increase combined with similar levies on tobacco products and on gambling.
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Appendix

Price incentives for BC conamers for all main beverage varieties according to level
of alcohol content (pre-salesax data as of August 2007)

Market share and pre-sales tax price incentives for
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