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INTRODUCTION

Alcohoal is not just another consumer product. It contributes to a wide range of health and
social problems such as drinking and driving incidents, violence, and other hazards as well as
chronic conditions such as liver cirrhosis, cancers and addiction. At the same time, it provides
commercial benefits to private industries, employment for citizens and revenues for
governments. This position paper by the Centre for Addiction and Mental Health (CAMH)
asserts that retail alcohol monopolies with a strong regulatory agenda have akey role in
preventing alcohol-related harm, and therefore should be maintained.

Governments have established legal frameworks to balance the interests of the consumer,
commercia benefits from the production and sale of alcohol, and public health and safety
concerns associated with alcohol use. In Canada, these potentially conflicting interests have led
to the establishment of government-run monopolies for the retail distribution of alcohol. In
Ontario, the Liquor Control Board of Ontario (LCBO) is the only off-premise retailer (package
store) of liquor and imported wine. These products are sold through its regular stores and its
agency store system of smaller outlets located in outlying communities. The Ontario
Government, through the Alcohol and Gaming Commission of Ontario (AGCO), also controls
the sale of beer through privately run outlets, and domestic wine through Ontario wine outlets
operated by individual manufacturers. In addition, the AGCO regulates the sale of alcohol at
licensed establishments (e.g., bars and restaurants) through Special Occasion Permit events and
home delivery services.

In recent years, government alcohol monopolies have come under scrutiny in many
provinces for a variety of reasons, including:
?? Pressure from the business community to privatise retail alcohol monopolies,
?? A generd orientation to privatise government services and agencies
?? Percelved consumer pressure to expand access to acohol and increase consumer choice;

! Retail monopolies refers to arange of systems from full government control of alcohol sales to mixed
arrangements where both the government and private sectors are involved in acohol management and retailing.
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?? International free trade agreements, which tend to erode the ability of governments to control
their domestic alcohol markets or to have government-run retail systems (e.g., Grieshaber-
Otto & Schacter, 2002).

The following points are addressed in this paper:

?? Research demonstrates a strong association between increased sales, higher consumption
rates and increased drinking-related problems in a population.

?? Alcohol monopolies are an important tool for governments to implement alcohol policies that
control sales, promote public health, curtail risk and reduce drinking-related damage.

?? A central mandate of alcohol monopolies, namely controlling drinking-related harm, has
been eroded as alcohol marketing and promotion agenda have gained ground.

?? Alcohol monopolies have the potential to facilitate the effective and efficient deployment of
public health-oriented control policies and government measures, which are more
complicated to initiate or maintain in a private system.

Therefore, an alcohol monopoly, with a strong public health and safety mandate, is an effective
way to implement appropriate alcohol policies that reduce drinking-related harm.

A PUBLIC HEALTH PERSPECTIVE

Depending upon their orientation, alcohol policies can have a positive or negative
influence on personal, social, economic and environmental contexts. A heathy public policy is
widely recognized as a key goal of health promotion (e.g., Lalonde, 1974; CAMH, 2000). In this
context, the key goal of a healthy approach with regard to alcohol is to encourage risk and harm
reduction strategies in managing acohol distribution. Research in other areas for example,
tobacco control (Pacula & Chaloupka, 2001; Ranson et al., 2002), also demonstrates the impact
of healthy public policies on changesin behaviour. Alcohol policies are the necessary
cornerstone in balancing health and safety risks with the commercial aspects of acohol
distribution and sales. This approach is consistent with CAMH’ s health promotion framework,
which emphasi ses the determinants of health, protective factors and risk factors within the socia,
political and cultural contexts in which people live (CAMH, 2000). CAMH also supports the
principles of harm reduction and risk avoidance; an alcohol retail monopoly system — with strong
control and regulatory agendas -- is central to promoting these principles with regard to alcohol
(CAMH, 2001).

A review of the international evidence -- with afocus on Canadian experiences -
indicates that retail alcohol monopolies, with a strong public health agenda and combined with
alcohol regulation, have the potential to contribute significantly to the prevention of alcohol-
related problems (e.g., Babor et al., 2003, p. 264). Government-run alcohol monopolies are
uniquely positioned to play thisimportant role (e.g., Room, 1993), and, asis indicated below,
there is broad public support for them.

Based on this research, CAMH recommends that the Government of Ontario maintain

the provincial alcohol monopoly with strong regulation as a means of preventing alcohol-
related problems, that public health and safety objectives be an integral part of the acohol
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regulation mandate, and that the government strengthen its control and alcohol problem
management agendas.

ALCOHOL: NOT JUST ANOTHER CONSUMER PRODUCT

Alcohol is not a benign consumer product. Alcohol-related problems impose a heavy burden on
public health and safety. Alcohol abuse costs billions of dollarsin additiona health care, law
enforcement, court cases and lost productivity. Many people drink at low-risk levels e.g.,
(Bondy et d., 1999) and many drinkers do not encounter serious problems with alcohol.
Nevertheless, one in ten people in Ontario runs a high risk of acohol dependence, and about 3%
of the adult population are severely dependent on alcohol (Single et al., 1998).

Even moderate levels of alcohol use--such as taking several drinks a day over a number
of years-- are not risk-free, and are associated with an increased risk of certain cancers (e.g.,
Corrao et al., 1999) and other chronic conditions (e.g., Babor et al., 2003; Edwards et a., 1994).
Alcohol-related harm is associated with a variety of drinking behaviours, including alcohol
dependence, regular consumption over longer periods of time, or with moderate drinking mixed
with occasiona heavy-drinking episodes. In one study, about 50% of alcohol-related costs were
associated with drinking by people not classified as dependent or with a diagnosis of alcohol
abuse or harmful use (Rehm, 1999). Therefore, even persons who may typically drink
moderately, with occasiona heavy-drinking episodes, can experience acohol-related harm,
whether to themselves or others (Room et al., 1995a). One Ontario-based community survey
showed that during the previous 12 months over 70% of respondents had experienced a problem
due to another person’s consumption (Allen et a., 1998). Higher rates of alcohol consumption
are associated with a higher incidence of injuries, increased risk of certain diseases, increased
fetal alcohol syndrome/effects, increased risk of mental illness, more crime and reduced worker
productivity (e.g., Edwards et a., 1994; Rehm et a., forthcoming).

In Canada, alcohol plays arole in thousands of deaths each year through heart and liver
disease, cancer, suicide, traffic crashes and other accidents. In Ontario, the estimated annual cost
of alcohol-related lost productivity, health care and enforcement serviceswas $ 2,861,926, 000
in 1992 (Single et. al., 1996).2 Also, in Ontario, the number of people reporting at least one
alcohol-related problem as a result of their drinking was about 350,000 in 1995 roughly the
population of London, Ontario (Kavanagh & Bondy, 1995). Over haf of the people convicted of
assault, murder or attempted murder in Ontario had been drinking before they committed the
crime (Addiction Research Foundation, 1994). Alcohol was used by the aggressor in 50% of
cases of spousal assault, and in 38% of child abuse cases in Ontario (Addiction Research
Foundation, 1994). These health, social and economic costs highlight the need for socially
responsible and effective control measures in the matter of alcohol sales and use.

Extensive research over the past thirty years shows a strong positive relationship between
per capita consumption and levels of drinking-related harm in the population (e.g., Bruun et a.,
1975; Moore & Gerstein, 1981; Edwards et a., 1994). More recent research using Canadian and
European data provides current new support for these key findings. These studies found strong
associ ations between population level drinking rates and death rates from all causes (Norstrom,

2 For further information see also Xie et a. (1996; 1998).
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2001, 2002), and acute events (Ramstedt, 2002b; Rossow, 2001, 2002; Skog, 2003) and chronic
conditions associated with alcohol (e.g., Xie et a., 2000; Ramstedt, 2002a, 2002c, 2003).

Of particular relevance is recent research focusing on several Canadian provinces that
examined alcohol consumption rates and damage indicators from the 1950s to the late 1990s.
Thiswork demonstrated that there was a positive association between population level drinking
rates and mortality from al causes (Norstrém, 2002), liver cirrhosis (Ramstedt, 2003), alcohol-
related mortality (Ramstedt, 2002c), violent deaths (Rossow, 2002), drinking and driving crashes
(Skog, 2003) and suicides (Ramstedt, 2002b). A main conclusion from this research -- whichis
asoinline with earlier work noted above -- isthat if there is more drinking in a population, the
risks of serious consequences increase. Therefore, public health and safety policies that regulate
accessibility to alcohol have beneficial implications for people with a wide range of drinking
experiences and practices, and for others in the community who do not drink acohol or drink
very little.

PRIVATISATION, DEREGULATION, AND ALCOHOL CONSUMPTION

Experiences in other jurisdictions demonstrate that a privatised system with little
government regulation and open competition among private retailers typically leads to an
increased number of outlets, longer opening hours, and increased consumption (e.g. Smart, 1986;
Macdonald, 1986; Wagenaar & Holder, 1991; Her et al., 19994a). These outcomes are of concern
in light of their links with higher rates of acute and chronic problems related to drinking (e.g.
Holder & Edwards, 1995; Edwards et al., 1994; Babor et d., in press). As indicated below, there
are risks to public health associated with privatisation and benefits associated with a cohol
monopolies that have strong public health and safety agendas.

Two examples from Canada provide preliminary information on the impact of partial or
full privatisation on alcohol consumption and other variables. 1n Quebec, wine was introduced
into grocery storesin 1978 but restricted to wines bottled by the SAQ or manufactured in
Quebec. This arrangement was expanded in 1983 to include imported wines, and in 1984 larger
grocery store chains were allowed to sell wine aswell. These policy changes were analyzed by
Adrian et al. (1996) who found a non-significant and temporary increase in wine salesin 1978
but no effect from the 1983 change. The estimated effect of the 1978 policy change is rather
modest in comparison with studies of privatisation of wine sales in other non-Canadian
jurisdictions. Thisislikely because the 1978 change impacted only a limited number of wines,
and their volume accounted for a fraction of the total alcohol sales market in the province.

The other Canadian example comes from Alberta, where retail alcohol outlets were
privatised between the fall of 1993 and spring of 1994, generating a number of changes,
including increased density of outlets, longer hours of sale and higher prices, particularly among
the more popular brands (Consumers Association of Canada, 2003). The changein retail prices
isone effect of privatisation also found in other jurisdictions (Her et al., 1999a). In the short run,
prices generally go up, although this typically does not generate more revenue for the
government.
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The experiencesin Albertaillustrate these divergent patterns: higher average prices,
which tend to deflate consumption, and greater access through higher outlet density and other
changes that tends to stimulate consumption. For example, privatisation led to an average 8.5%
increase in the price of al alcohol from October 1993 to January 1996° due primarily to a
government-imposed flat tax and higher wholesale costs associated with the purchase of smaller
quantities by some retailers.*

This pattern of relatively higher prices for beverage alcohol -- noted by West (2000,
2003) Laxer et a. (1994) and the Consumers’ Association of Canada (2003) -- isaso evident in
comparing real price basket indices, by beverage, for four provinces: British Columbia, Alberta,
Ontario and Quebec, for 1994 to 2000. For beer, Alberta had the highest index per year for five
out of seven years, for wine al seven years, and for spirits six of the seven years. While higher
prices on alcoholic beverages would be expected to deflate their consumption, there were severd
factors, noted below, that likely stimulated acohol sales.

It is noteworthy that in fiscal 1993-94 when privatisation was introduced in Alberta, it
was the only province of the jurisdictions examined -- B.C., Alberta, Ontario, Quebec, and total
for Canada -- that experienced an increase in the per adult consumption rate compared to 1992-
93 just prior to privatisation.®> In Alberta the rate went from 8.5 to 8.7 litres of absolute alcohol
per adult (aged 15 and older), whereas the other jurisdictions experienced a decline: B.C. —8.9to
8.8, Ontario—7.5to 7.3, Quebec — 6.9 to 6.8, and Canada stayed at 7.5 (Statistics Canada,
1996). Inrecent years, Alberta has had the highest per adult consumption rate among the
Canadian provinces, between 8.5 and 8.7 litres of ethanol acohol per adult for fiscal years 1997-
98 to 2001-2002 (Statistics Canada, 2002; Flanagan, 2003, Figure 2.1).

A number of factors might have contributed to the rise in the alcohol consumption rates.
For example, in the early 1990s, several provinces, such as Albertaand B.C., had strong
economies and growing populations, but their alcohol consumption experiences differed, as
noted above. ® Thus while general economy and workforce changes cannot be fully ruled out as
partial explanations for changes in per adult consumption rates at that time, they do not offer the
full story. Based on experiences in other jurisdictions with privatisation it would appear that
particularly pertinent factors were the three-fold increase in density of retail outlets and longer
hours of sale that accompanied privatisation of alcohol retailing in Alberta.

3 http://www.fcpp.org/publications/policy _notes/hpg/role_of _government/ august/282000.html

* By shifting from an ad valorem (alcohol excise tax as a percentage of price) to a per unit tax, the amount of tax is
independent of the price of the product. Thus tax does not change with price fluctuations, so if retail pricesrise the
government revenue from alcohol does not necessarily increase, and a unit tax will favour expensive products over
cheap ones (Flanagan, 2003, p. iv).

® The longstanding international convention is to calculate these rates as litres of ethanol per capita aged 15 and
older: ethanol as the active ingredient and 15 plus since by age 15 a significant portion of individuals have
consumed alcohol — see Statistic Canada, Control and Sale of Alcoholic Beverages reports.

® In 1993, the GDP per capitawas only slightly lower in BC than the Prairies and the Real Personal Disposable
Income per capita— using the a 1992 index of 100 shows BC at about 101.5 and the Prairies at 102.5. As of 1995 it
is noted that B.C. had an almost unbroken string of expansion so far this decade, much of this growth reflecting a
burgeoning population. (Canadian Economic Observer, Statistics Canada, 1997, 1996, 1997, 2000, 2001/2002) The
real disposable income per population aged 15 and older was as follows in 1993: B.C. 99.03, Alberta 101.40,
Ontario 102.72, Quebec 99.03 and Canada 98.88.
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Nevertheless, several factors that might have dampened the impact of privatisation on
alcohol salesin Alberta, including that alcohol was not available in supermarkets and grocery
stores, that wholesale trade was controlled by the Alberta government, that uniform
transportation charges were maintained, and that the store mark-up increased after privatisation.
Such factors may explain why Alberta’ s experience was not fully consistent with international
literature, which associates privatisation with increased consumption (e.g. Macdonald, 1986;
Wagenaar & Holder, 1991; Her et al., 1999a; Babor et al., 2003). .

A reasonable hypothesisis that full privatisation with associated greater access to alcohol
in ajurisdiction with a strong economy and growing work force -- as was the case in Albertain
the early 1990s - is more likely to result in higher consumption than partia privatisation in a
weak economic context -- as was the case in Quebec. Despite the somewhat higher retail prices,
overal consumption rose in Alberta, and the best explanation is that increased density of retail
outlets plus longer hours of sale were primary factors. On balance, it appears that increased
accessibility had a greater impact on stimulating sales than the increased average prices had on
deflating sales. Thus, taxation or price policies and general socio-economic conditions can limit
or enhance, in the short run, some of the effects of privatisation (Macdonald, 1986; Her et al.
1999a).

In Alberta, there is also evidence that privatisation has been associated with an increase
in criminal offences, such as liquor store break-ins and more relaxed enforcement of laws
pertaining to underage purchases (Laxer et al., 1994).” Furthermore, within Canada, Alberta
continues to have some of the highest rates of alcohol-related problems, such as drunk driving
fatalities (Traffic Injury Research Foundation, 2002). In other countries, either full or partial
privatisation has been shown to result in an increase in alcohol consumption in studies using data
from the U.S., Sweden, Finland and Iceland (Her et al., 1999a; Macdonald, 1986).

A simulation study — conducted several years ago -- of the likely consequences of
privatisation in Ontario indicates that privatisation could result in an increase in per capita
alcohol consumption of 11% to 27% (Her et al., 1999b). International research demonstrates that
an increase in consumption of this magnitude would result in an increase in acohol-related
problems (Bruun et al., 1975; Edwards et al., 1994; Babor et a., 2003).

Under a privatised system there are strong incentives to deregulate alcohol controls and
focus on the business side at the expense of public health and safety considerations. In such a
system, the owners of business emerge with common interests in selling more acoholic
beverages, and they often act as alobby group in their contacts with public authorities. This
lobbying focuses on removing barriers that restrict trade rather than raising barriers that control
the problems associated with sales. Furthermore, a strong orientation towards seeking
competitive advantage and avoiding business failure is likely to encourage some owners to
employ marginaly skilled and low-paid staff. Owners may be less likely to arrange for time to
train staff properly and refuse service to minors and intoxicated patrons. In the case of small
family-run alcohol retail businesses that are open late at night, it may be easy for patrons to
circumvent service regulations. It isfeasible, in principle, to have aregulated and well managed
private alcohol retail system that places high priority on public health and safety, but the

" http://www.gaming.gov.ab.ca
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dominance of the profit motive with the potential for business failure means a number
mechanisms work against this possibility in a privately run system. (e.g., Flanagan, 2003;
Consumers Association of Canada, 2003).

On balance, then, a privatised system of alcohol retailing is expected to increase risks of
drinking-related harm. It will likely lead to increased consumption, it will erode or dismantle
controls and make it more difficult to implement public health-oriented policies, and it will
create new vested interest groups, such as private retailers, that are oriented to the commercial
aspects of alcohol management and not to public health agendas.

In contrast, publicly controlled alcohol management systems with strong public health
and safety agenda can moderate access to acohol through legislation, regulation, and
enforcement and thus are in a better position than other kinds of systemsto have a positive
impact on alcohol-related problems. As noted in the attached table, in principle, under a public
system there is a counterbalance to profit and business-oriented agendas, and this counterbalance
is supported by dedicated staff that are available to promote public health and safety.

PRIVATISATION AND GOVERNMENT REVENUE

Aswell as promoting public health, provincial/state alcohol monopolies are an efficient
and powerful means of raising government revenue. Government retail monopolies generate high
government revenues. In 2000, the Liquor Control Board of Ontario (LCBO) reported revenues
of $2.7 billion of which $1.1 hillion was transferred back to the Government of Ontario (LCBO,
2001).

Privatisation of acohol sales, on the other hand, can result in a net loss for governments.
While there may be short-term revenue gains with the sale of government property, once costs
related to managing health and safety aspects of alcohol use are considered, they overshadow
short-term profits.

Privatisation can also result in a decline in government revenue from acohol sales. In
lowa, privatisation led to higher consumer prices and lower state revenue after a newly created
interest group of retailers successfully lobbied to lower the taxation so that the private retailers
could increase their profit. In Alberta, government revenue from the sale of alcohol has been
8%-15% below that of the last full year of the monopoly system in 1992. The drop in
government revenue took place despite higher prices and increased sales.® Lobbying efforts of
private retailers resulted in a change in Alberta’ s tax policies that reduced liquor taxes from
$1.00 to $0.50 per bottle (Wine Council of Ontario, 1994).

This decline in taxes from acohol may not have been a concern to political leadership in
aprovince, such as Alberta, which has had significant surpluses in recent years and is projected
to have zero debt in 2005; however, it is of concern from a public health and safety perspective.

8The report by Flanagan (2003, p. v) notes: “ Alberta Government revenue from the sale of alcohol has stayed
constant in absolute current dollars. This means that, with inflation, population growth, and growth in sales,
revenues have fallen between 1993 and 2001. Prices have increased, but not to the degree they might have because
of the share taken as government revenue has fallen.”

7
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International research over the past decades has shown that higher acohol taxes are associated
with controlling acohol consumption and drinking-related damage (e.g. Bruun et a., 1975;
Edwards et al. 1994; Babor et a., 2003, p. 264). An increase in government revenue from
higher taxes thus offers two advantages. as a policy lever to control drinking-related problems
and as aresource to pay for some of the social and health costs related to the ongoing damage
from acohol consumption.

Generating government revenue is an important function of a monopoly system.
However, if generating revenue becomes the primary consideration, it is likely that public health
and safety considerations will be eroded or devalued, and costs related to alcohol-related
problems will increase. Therefore, a more comprehensive perspective with regard to a cohol
takes into account both revenue and costs of managing the health, social and public order
problems related to drinking. Rather than seeking to increase revenue by selling more acohol, a
more responsible approach would either maintain revenue or seek to increase revenue from the
same volume of alcohol sold — for example, by increasing prices and reducing operating
expenses. For the greater social good, the health and safety considerations of alcohol
monopolies must be balanced with the interest in revenue generation from alcohol.

ALCOHOL MONOPOLIES, REGULATIONSAND PUBLIC HEALTH CONCERNS

Alcohol monopolies can provide an effective balance between public health and safety
concerns, fiscal interests and quality customer service. However, the struggle between
commercia agendas (e.g., product promotion) and health and safety considerations determines
whether that balance is achieved. Under the current system in Ontario, the provincial government
has the potential to control problems and reduce drinking-related harm. However, given the
strong orientation to promotion and marketing agendas in recent years, there are concerns about
how much priority is currently being given to the harm reduction agendas of acohol control
systems.

Over the past decades, Ontario has seen a number of changes involving greater access to
alcohoal, including, for example, an increase in the number of retail outlets, longer hours of sale,
and sale of alcohol on Sundaysin retail stores. In recent years there have been changes which
have included, for example, bar hours extended to 2:00 am., liquor and beer store hours
extended to include opening on Sunday, no restrictions on the amount of alcohol in adrink,
stadiums allowed to have acohol in the bleachers, and elimination of the pre-approval process
for alcohol advertising. Considered separately, some of these changes may seem inconsequential,
but together they send the message that alcohol is like any other commodity and that greater
promotion of acohol and drinking and easier access do not involve any significant health or
social risks. These experiences in Ontario suggest a persistent shift away from health and safety
considerations, as former control functions are downgraded and commercial and marketing
agendas are increasingly more dominant.

Severa underlying factors have contributed to these changes in Canada’ s alcohol

monopolies: the perception that the private sector is amgjor competitor with the public sector in
alcohol retailing and distribution; the threat of privatisation; the assumption that customer
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demand for greater convenience and service is limitless; and the expectation that alcohol sales
should generate more revenue each year.

There are four linked risks associated with the shift in mandate and orientation toward
commercial agendas. First, an increase in access to alcohol leads to the ‘normalization’ of
alcohol use, thus increasing the perception that risks associated with drinking are modest and
inconsequential. Second, an increase in access to alcohol islikely to lead to an increase in per
capita consumption (e.g., Edwards et al., 1994; Holder et al. 1995; Holder, 2003). Third, as per
capita sales increase there will likely be an increase in mortality and morbidity associated with
drinking (e.g., Edwards et al., 1994, Xie et al., 2000; Norstrém, 2002; Ramstedt, 2002c). Fourth,
this shift in orientation erodes the attention due to an important agenda and function of the
control system, devalues some of the prevention strategies noted above, and hampers the ability
of the government and its partners to respond effectively to alcohol problems. Considered
together, these changes promote higher rates of alcohol consumption and higher rates of
drinking-related problems.

Commercialy driven changes are likely to conflict with the goal of controlling rates of
alcohol consumption in order to decrease alcohol-related problems. It isimportant to routinely
review and revise monopoly policies and practicesin light of thisimportant goal. More attention
and resources need to be directed to health and safety concerns at the population level, and
innovative ways sought to provide consumer convenience without increasing alcohol-related
problems. When involved in prevention and control initiatives, monopolies need to direct more
attention and resources to those interventions that have a demonstrated potential to curtail overall
consumption and reduce drinking-related harm, and |ess attention to those with little potential to
reduce drinking-related harm (see Babor et al., 2003).

What can be done to insure that harm reduction and health promotion agendas are
fostered by alcohol monopolies? Firgt, it is necessary to note that alcohol sales and harm
reduction are not necessarily divergent agendas. It isfeasible to provide acohol in asocialy
responsible way without increasing per capita consumption or increasing the risk of drinking-
related harm as long as key principles are maintained. Second, it isimportant that the principle of
bal ance between economic and health interests be central to alcohol management. Third, in
order to reduce drinking related harm, it is essential that promotional, marketing and al cohol
management strategies be assessed from a public health perspective as to whether they will
increase or control the inherent risks of alcohol distribution.

Fourth, several options for enhancing health promotion and harm reduction, outlined
below -- using effective policies and a monopoly system — are recommended for higher priority
than is currently the case. There are various strategies that are particularly accessible to an
alcohol monopoly system that also fit in with their long-standing mandate. Some of these
strategies include: (a) monitoring trends in per capita sales and taking steps to insure that they do
not increase; (b) controlling the price of alcohol to insure that it does not decline relative to the
cost of other goods and services; (c) limiting the number and location of retail outlets and on-
premise venues such as bars; (d) limiting hours of operation; (e) curtailing and scaling down
aggressive promotion and social marketing of alcohol products, and (e) preventing sale to
minors, intoxicated persons and third parties who sell or give alcohol to minors or the
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intoxicated. While there is some attention to the last point, in light of recent developmentsit is
clear that greater attention needs to be devoted to all of these aspects of alcohol management.

These policy or regulatory interventions have been linked to lower levels of acohol-
related problems. Research has shown that as the price of alcohol decreases and the number of
outlets and days and hours of operation increase, so do rates of problems such as acohol
dependence, liver cirrhosis, traffic crashes, arrests for public drunkenness and drinking-rel ated
violence (e.g. Chaloupka, 1993; James, 1994; Osterberg, 1992; Scribner et al., 1994; Smith,
1992; Xieet a., 2000). Regulationsthat limit availability of alcohol and control prices play an
important role in reducing acohol consumption and related harm. A monopoly system has the
regulatory power and orientation to promote these measures and to do it in an efficient way.

Monopolies can aso contribute to socia responsibility. Underage and young-looking
adults have been shown to have a good chance (over 50%) of purchasing acohol from private
retailers in Wisconsin, Minnesota, Australia and Switzerland (Forster et al., 1995; Schofield et
a., 1994; Vaucher et a., 1995). In the Swiss example (Vaucher et al., 1995), more than 80% of
underage drinkers were served. In Ontario, every LCBO retail store employee and LCBO
Agency store staff who serves the public takes a mandatory responsible service training program.
Every challenge and refusal is recorded. In fiscal year 2001-2002, store staff challenged 1.2
million potential customers and 76,000 were turned away because they could not provide valid
proof of age or because they appeared to be intoxicated.

In principle, either afully privatised system for alcohol retailing or a government-run
system may serve social responsibility functions. In practice, thiswill depend largely upon the
rationale for the system and how it works. As noted above, under a privatised system there tend
to be fewer incentives and checks and balances to insure that high priority is given to control and
social responsibility agendas.

A system of government-run stores provides areadily available, cost-effective setting for
distribution of health-related educational materials and campaigns about issues such as drinking
and driving. In general, because of their centralised administration and ability to undertake
initiatives that do not directly contribute to profits, provincia retail monopolies are in a better
position than private-sector systems to undertake harm reduction activities.

PUBLIC OPINION

Ontario residents are very supportive of a monopoly-based retail system and related
control measures. Research focusing on public opinion over the past 10 years’ has indicated that
Ontarians continue to be aware of and concerned about the social, health, legal and economic
consequences of alcohol abuse and continue to support interventions and controls that will

®Most of these studies were sponsored by the Addiction Research Foundation and more recently by the Centre for
Addiction and Mental Health, and conducted by the Institute for Social Research, Y ork University. For afew years
the studies were conducted by University of Michigan for the Alcohol Research Group, Berkeley. All the questions
were posed in a neutral way without alengthy preamble that might bias the response. A comparison of responsesto
the same question across years indicates that there is not a significant variation that might be ascribed to changesin
the sponsor or field institute conducting the study.
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reduce alcohol-related risks and harms (Room et al., 1995b; Giesbrecht & Greenfield, 1999;
Giesbrecht et al., 2001).

Of specific relevance are recent surveys of representative samples of Ontario adults,
which showed that 73% of Ontario adults were opposed to the privatisation of retail alcohol
sales. Most felt there were aready enough, or too many, places to buy alcohol in their
communities and 79% of the public does not want alcohol sold in corner stores (Anglinet a.,
2001; seeadso Anglin et al., 2003).

When opposing privatisation, some respondents may be reflecting a positive response to
public relations initiatives, but thisis not the full story. When responses to several questions are
considered together, it is clear that the Ontario public strongly supports a balanced approach
where access to acohol is controlled by a government-run monopoly. Furthermore they find
current access to alcohol convenient and the majority are only are afew minutes away from the
nearest alcohol outlet. In general, public opinion does not favour increased marketing of alcohol
products or greater access to alcohol.

THE FUTURE OF ALCOHOL MONOPOLIES AND REGULATION

Alcohol monopolies are likely to face continued pressure from economic interests. An
emerging example involves concessions being contemplated by the World Trade Organization
(WTO) to reduce or eliminate the regulation of domestic alcohol retail and distribution markets
(Grieshaber-Otto & Schacter, 2002). Governments should, however, have an interest in
preserving and even strengthening existing alcohol monopolies because they are uniquely
positioned to prevent alcohol problems, provide customer service in aresponsible way, and
maintain tax revenue. Through regulation, controlling availability, establishing minimum prices
and refusing to serve minors and intoxicated persons, monopolies are able to address public
health concerns, while still providing alcohol in away that is convenient to consumers.

The evidence is clear that, other factors being equal, increasing acohol availability and
accessibility will increase alcohol consumption, which in turn will increase alcohol-rel ated
morbidity and mortality, as well as alcohol-related social problems (e.g., Edwards et ., 1994,
Norstrom, 2001; Babor et a., 2003). These relationships provide a sound scientific basis from
which to propose and evaluate potential policy initiatives, including those that affect the sale and
distribution of alcohol.

Because alcohol monopolies have a mandate to control the sale and distribution of
alcohol, they offer an effective means for controlling accessibility for health purposes while
providing customer service. However, alcohol monopolies may be losing sight of some aspects
of their public health function and instead may be primarily oriented to generating revenue for
governments or as protectors of the interests of the alcohol producers (e.g., Becker, 1983; Sloan
et a., 2000). Recent developments in acohol promotion in Ontario would aso suggest that
commercial and market interests have outweighed public health and safety interestsin
influencing the decisions of regulatory agencies.
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The evidence summarized above supports the position that retail alcohol monopolies with
a strong regulation mandate are an important mechanism for the control of alcohol problemsin
society. The evidence also indicates that relinquishing those controls will lead to increasesin
alcohol-related morbidity, mortality, and social problems. Thus, alcohol monopolies provide an
effective means to reduce acohol problemsin society and must be maintained. However, if their
mandates of controlling consumption and reducing drinking-related risk and harm are eroded, the
justification for a monopoly system is similarly eroded (Romanus, 1992). While modernization is
occurring in monopolies, it is especialy important for them to focus on an essential aspects of
their function: reducing drinking-related harm through control of per capita consumption rates
and promoting other acohol policy measures that will reduce risks and harm associated with
alcohol consumption.

RECOMMENDATIONS

In light of the associations among acohol availability, rates of consumption and
drinking-related problems, and considering the unique role that monopolies can play in
controlling drinking-related harm, the Centre for Addiction and Mental Health offersfive
recommendations.

L Governments should maintain and strengthen provincia alcohol monopolies as a means
of preventing alcohol-related problems.

rds Ontario and other provincial governments should ask the federal government to reject
reguests from the European Union or other parties to the WTO to remove the exception
for provincial acohol monopolies from the General Agreement on Trade in Services
(GATY) or other trade agreements.

rds The federal government of Canada should seek formal recognition in international trade
agreements of the status of alcohol as a unique and potentially harmful commodity. It
should also seek to maintain the right of government agencies to regul ate domestic
alcohol markets for the sake of public health, and to use government monopolies as a
central tool to achieve this goal.

7 Public health objectives must become integral parts of provincial and federal mandates
and policies on alcohol. Retail acohol monopolies should explicitly recognize their
public health mandate and act accordingly.

7 The retail distribution of alcohol should be under monopoly control with a strong
mandate to control and prevent alcohol problems through regulation.
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Summary: Alcohol Retail Monopolies & Private Systems

Issue Monopolies Private
+ - + -
Sales Tool to control alcohol | Tool is only as strong as Less control on sales
sales the policies and because not directly
enforcement monitored by one

employer
i.e. sales of tobacco to
minors

Public Health | Simple system to Must ensure that the Public health could be Lower incentive to

Agenda promote public health | monopoly is not sending promoted through the promote public health

strong conflicting
messages about drinking
alcohol (ie promotion of
alcohol vs. campaign
against binge drinking

private stores

because of stronger
concern for profit

Less cohesion to
implement a

public health campaign
re lowering consumption
of alcohol

More effort to gain
participation from
retailers
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Risk

+

Easier system to train
employees to not serve
minors or people who
have consumed too
much alcohol

The system is only as
strong as what and how
the monopoly implements
controls

Tend to increase
number of outlets,
opening hours,
consumption levels
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