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- 1In 1983, the total U.S. oonsumption of distille pirits was 157 -
million cases, a 5.5% dacline sinca 1979. Swprisingly, ccnsumption
of imported Canadian whiskey increased slightly over the pericd,
faring such bettar than U.S. whiskaeys and other irports such as
Scotch. The resilience of Canadisn whiskey was mainly dus to the
increased imports of “bulk Caradian” whiskey £o be bottled in the
U.S. This has resulted in an axtended variety of brards and price
levals providing consumars with a wide rangs of choice. In 1983, the
less expensiva, sowcalled "tulk-trards” accounted for cver 64% of
Canadian whiskey sales in the U.S.

¢) Technological Factors

~ The Canadian distilling industry is as scphisticated technologicaliy
as its major campetiters. Techuwlogy cdevelopment in the industxy
currently gtresses modernization of plants to achieve lower cost
production as wall as product deve.l.ogmnt. Packaging i{s a concern
since usage of glass bottles is very expensive; there nas been scma
consideration of usage of PET (plastic) bottles but the general
fealing seams to be that lmage concerns and the associated cost of
new bottling lines would dalay any early acceptance of this
technoloyy .

- Product innovation in the distilling industry is concentrating on
developing new, sweet tasting products to appeal to youngar drinkers.
Much of the emphasis has been on cream based liqueurs in an attempt
to copy the recent success of Bailay's Irish Cream.

d) Cther Tactors

The distilling industry is very sensitive to high and fluctuating
interest rates. For example, whiskey must age for a minimum of thrae
yearsbefambemgpad:agedarﬁsoldandmereﬁazemscbacarriaﬁas
inventory. This tiss up a distilling campany's working capital,
making it more valnerable to changes in tha capital markets.
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The major constraining factor on d:.st.Llling sector growth and viability, as
viewed by the industry, is the high level of government taxaticn on thais
oroducts. 'mew:alimactofsedamlaxxiprcvmcm:.axesandmrk—unsm
tha end price of distilled spirits is extremely large. The industry
egtimates that over SO% of the ratail grice of spirits in provincial liguor
board cutlets is accounted for by mark-ups and taxes. By camparison, all
taxes in the U.8. acocount for Less than 50% cf the retail price of
distilled spirits, although retail mark-ups are subsequently added by
orivate retailers.

4. BRAVIBG ENVIRCEMENT

The key to understanding the fSuture cutlock for the alesholic beveragas
induseries is famnd in the shifting urportance of varicus demographic age
groups. The aging of the "baby bocm” generaticn will hava a swrong effect
on ovarall consumer preferences. The distilleg bevarages industry could

mmdestg:wthasolderccnsmms swizch to spirits and away
from brewery proeducts. In parzicular, rising 2£fluence among “baby

" ‘ocamers" could trigger a rasurgenca in the dark spirits rarket, esoecia.ly

for upscala, premiun-criced products.
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increasing health-conscicusness amorg North Amarican consumers.  Low
cwmmwu@plmmmymntm&&Ma~

expense of other products. Carrent concerns regarding drinking and driving
havaxc@tedsevemlos.stateswrame_heulegaldrukzngageand .
have caused tcugher restricticns in Canada, including the recent



