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In 1983, the total U.S. consuaption of distille piri ts was 157
million cases, a 5.5â decline since 1979. Surprisingly, cczisurption
of frnported Cana3.i.an whiskey inc.rease3 slightly over the period,
faring such bet:.er than U.S. whiskeys and other ijrpoms such as
Scotch . The resilience of Canadian whiskey was mainty 3ue to the
in,ereased ianorts of "bux Canadian" whiskey to be bottled in the
U.S. This has resulted in an extende3 variety. of brands and price
levaL9 providing mnsuoars with a wide range of ceoice. In ?983, the
less expensive. so-called "Lulk-brands" aoo=rted for over 6Q of
Canadian whiekey sales in the U.S.

c) Technololical. Factors

The Canadian distillj.ng iniustry is as sophisticated tec^mologic3l.ly
as its major oanper.itars. 'Pecturolocy developnent in the tndus:sy
currently stresses noderai.zztiai of plants to achieve lower cost
production as well as product development. Packaging is a concern
since usage of glass bottles is very expensive; there has been some
consideration of usage of PET (plastic) bottles but the general
feeling seens to be that Lrelge concerns and the associated cost of
nw bottling Unes ^,;ould delay any early acceptance of this
tecisnol.oçy.

2roc3wet innovation in the distiiling industry is concentrating on
developing new, sweet tasting pcrducts to appeal to younger dr-:nkers.
D7wch of the e;j7hasis has been on creem based liqueurs in an attmipt
to copy the receat suecese of Bailey' s Irish cxeean.

the erd price of distiLled spirits i9 extrerite!y large. The iad►:st_ry

d) Other Factors

The disti >> itxJ industry is very sensitive to high and fLuctuatir.g
interest rates. Flooc example, whiskey must age i'a^oc a m"mam of three
years before bei.^g packaged and soid and therefore must be carried as
inventory. This ties L? ad< Q* itl? ng coapaay' s aoriking capital,
caskiJU} it znre vulnerable to changes in the capital nar!cets.

3. PffiOAI+ ABID PSMINC331à. PROGRAMS AND POLICM

The major constraining factor on distilling sector grcwc3i and viabiLity, as
viewed by the icxitsstSy, is the high ievel of govesrunerst taxation on chair
produots. The total irmact of 5ad,atal and provincial taxes and rark-ups on

estinates that over 90% of the retail pri,oe of spirits in provincial liquor
board out.Lets is accounted for by mark-+pe and taxes. By oouipae-son, all
taxes in the U.S. account for Less than 50% of the retail price of
d; s; >> ed spirits, alr3•angh retail mark-ups are subeequently added by
Privva.te retailers.

4. EMLVMG EWIPCOMMIT

The key to uc:ce_Ystanding the future outlook for the alcot.oii.c beve+sges
industries is fauxi in the shifting icrportance of various de;nographic age
groups. The aging of the "baby boan" generatioxs will have a stror!g effect
on overall ^o^=mer preferences. The distill.eg bevarages in3ustry could
experience some modest growth as older ccnsuners s<.ri..ch to spirits and aoay
fzra brewery products. in pari^.^alas, rising affluence among "baby
beanars" could trigget a resurgence in the dark spirits market, especiaily
for upscale, prémi.=a-orice3 orrxi=--a.

There are strong indications that the next 5-10 years. will also see an
increasing hea.t;h-corsscicxcsaess a¢=.9 vart*i American cons,unars. i.a.r
calorie and Low a1cchA1 beverages :ray benefit from these trends at the
expense of other Froduets. Carrent concerns regarziing dxirJcizq and de-ving
have araffpted several U.S. states to raise their Legal drir:kin3 age and
have caused tougher restrictions in Cana+da, including the recent
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