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At-a-glance

The alcohol deficit: Canadian government revenue
and societal costs from alcohol

Adam Sherk, PhD

Abstract

This summary article compares government revenue from the sale and distribution of
alcohol to the societal costs caused by alcohol use for the year 2014. Statistics Canada
data reported government revenue of $10.9 billion; however, this was offset by net soci-
etal costs of $14.6 billion, as reported by Canada’s national substance use surveillance
system, the Canadian Substance Use Costs and Harms project. The societal costs
include health care, economic loss of production, criminal justice and other direct costs.
Though revenue from alcohol sales has been described as a benefit to public coffers,
accounting that includes costs incurred shows that all provinces and territories in
Canada are running an alcohol deficit, totalling $3.7 billion nationally.
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Introduction

Canadian government revenue generated
from the sale and distribution of alcohol
has been described as a boon to public
coffers, as this revenue may then be redi-
rected towards health care and education.
Indeed, a look at the public accounts
makes it clear that the sale of alcohol is
lucrative, providing significant revenues
to federal and provincial governments.!
However, as more than 75% of Canadian
adults drank alcohol in the past year,?
these revenues are balanced against sub-
stantial and growing costs® due to popula-
tion-wide exposure to alcohol. These
societal costs include health care, lost pro-
ductivity, criminal justice and other direct
costs.

Government revenues generated from the
sale of alcoholic beverages, in the form of
federal excise tax, net income from pro-
vincial liquor authorities and sales tax
(such as harmonized sakes tax [HST],
provincial sales tax [PST] and goods and
services tax [GST]) have been recorded by
Statistics Canada for some time.! However,
Canada was without a national substance

use surveillance system for more than
a decade until the completion of the
Canadian Substance Use Costs and Harms
(CSUCH) project in 2018.> CSUCH details
a comprehensive accounting of the soci-
etal costs associated with eight different
psychoactive substances, including alco-
hol. At $14.6 billion, alcohol was the most
costly substance in Canada in 2014, with
costs higher than tobacco ($12.0 billion)
and far higher than opioids ($3.5 billion)
and cannabis ($2.8 billion).?

This summary article answers the follow-
ing question: When considering net reve-
nue and net societal costs, do Canadian
governments run an alcohol surplus or an
alcohol deficit?

Methods

The conceptual framework used by the
data sources described next is a counter-
factual scenario wherein population expo-
sure to alcohol use is, and has always
been, zero. Neither source, nor this sum-
mary article, takes the stance that alcohol
use should be zero: this is simply a means
of accounting government revenue and

Highlights

e Canada runs an alcohol deficit of
about $3.7 billion per year, when
accounting considers both govern-
ment revenue and societal costs
from established sources.

e Government revenue totalled
$10.9 billion in 2014, but this was
more than offset by societal costs
of $14.6 billion, as reported by the
Canadian Substance Use Costs and
Harms project.

e Societal costs include health care,
lost productivity, criminal justice
and other direct costs.

* Among provinces and on a per
capita basis, Alberta had the low-
est government revenue and the
highest alcohol deficit.

societal costs caused, or attributed, to
alcohol.

Provincial/territorial level data on net
income of liquor authorities and govern-
ment revenue from the sale of alcohol
were from Statistics Canada’s CANSIM
database for fiscal year 2014/15.! Down-
loaded data had a greater level of granu-
larity than that presented in this article; I
used the existing table heading “net
income of liquor authorities” and row
stub heading “federal excise tax and cus-
toms duties.” I grouped all other taxes and
revenue categories into “sales tax and
other revenue.”

CSUCH presents economic costs incurred
by society in 19 categories across four
domains (health care, economic loss of
production, criminal justice and other
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direct costs). Provincial/territorial data for
2014 in these four cost categories were
from the CSUCH online visualization tool
(https://csuch.ca/explore-the-data/) on
4 December 2019. Detailed methodology
regarding each of the domains, as well as
for the CSUCH project, is described else-
where.>* The CSUCH project underesti-
mated health care costs in the province of
Quebec due to the lack of data availability
in certain categories in that province.

For each province and territory as well as
Canada as a whole, total net deficits/sur-
pluses were calculated as the difference
between net revenue and net costs. I use
the terms “net revenue” and “net costs”
as costs (when discussing net revenue)
and savings (when discussing net costs)
have already been accounted for. For
example, the net revenue category “net
income from liquor authorities” has
already had product costs, administrative
expenses and employee salaries deducted
from gross sales. In terms of health care
costs, low doses of alcohol may have a
slightly protective effect on some health
conditions, such as diabetes®, and isch-
emic heart disease in women®; the cost
savings of this on the health care system

have already been included in the “net
cost” figures. Per capita figures were cal-
culated using provincial populations on
1 July 2014.7

Results

Significant government revenue—a total
of nearly $10.9 billion—was generated
from the sale of alcohol in 2014 (see
Table 1). However, this is more than bal-
anced by the outlay of $14.6 billion caused
by alcohol consumption, resulting in an
annual national government deficit of
about $3.7 billion in 2014.

Among revenue categories, net income
from liquor authorities was the largest
national contributor at $5.7 billion (52 %),
followed by sales tax and other revenue at
$3.7 billion (34%) and federal excise tax
at $1.5 billion (14%). Net income from
liquor authorities was the largest compo-
nent of government revenue in all juris-
dictions except Prince Edward Island and
Quebec, where sales tax and other reve-
nue was the largest category.

Examination of costs incurred show that
economic loss of production contributed

TABLE 1

the highest proportion of alcohol-caused
costs at $5.9 billion (40%), followed by
costs incurred by the health care system at
$4.2 billion (29%), criminal justice out-
lays at $3.2 billion (22%) and other direct
costs at $1.34 billion (9%). Note that the
CSUCH project underestimated health care
costs in Quebec due to lack of data avail-
ability in several health care categories. 3

Examination of per capita government
revenue, costs and deficits shows signifi-
cant regional differences (see Table 2). Of
all the provinces, Alberta has the lowest
per capita revenue at $272 per person (pp)
and the highest per capita costs at $587
pp, leading to a per person deficit ($315
pp) more than double that of the next
highest province and almost six times the
national average. Quebec has the lowest
per capita deficit; however, as noted
health care costs were not fully accounted
for. Newfoundland and Labrador ($52
pp), Nova Scotia ($58 pp), Prince Edward
Island ($70 pp), New Brunswick ($104
pp) and Ontario ($105 pp) had per capita
deficits below the national average ($106
pp). Deficits in the territories were sub-
stantially higher than this national average.

Government alcohol net revenue, net costs and net deficit, by jurisdiction and Canada, 2014

Net revenues (fiscal year 2014/15), $ million

Net costs (2014), $ million

Total net
Jurisdiction e mf:ome Federal HUEER Total net Health  Economic loss Criminal Other Total net  surplus/deficit,
from liquor . and other . L . $ milli
o excise tax revenue care of production  justice direct cost miilion
authorities revenue
Newfoundland
160.7 30.1 57.9 248.7 (86.8) (119.5) (48.9) (20.8) (276.0) (27.3)
and Labrador
:’S;;"ncj Evai 19.7 6.7 303 56.7 (26.2) (19.7) (15.0 60 (669 (10.2)
Nova Scotia 228.0 419 102.9 372.7 (144.8) (168.1) (89.0) (24.8) (426.7) (54.0)
New Brunswick 166.1 27.4 54.3 247.8 (102.5) (120.5) (76.3) (27.1) (326.4) (78.6)
Quebec® 1032.7 331.8 1080.9 24453 (598.9) (983.3) (708.5) (298.2) (2 588.9) (143.6)
Ontario 18174 549.2 1552.0 3918.6 (1473.6) (2118.0) (1 258.0) (494.7) (5344.3) (1425.7)
Manitoba 281.6 56.4 93.6 431.5 (186.2) (224.2) (105.3) (61.8) (577.5) (146.0)
Saskatchewan 244.2 53.8 93.4 391.4 (179.8) (235.6) (107.3) (40.2) (562.9) (171.5)
Alberta 765.8 218.4 127.0 1111.2 (709.3) (1109.6) (387.2) (189.7) (2395.8) (1284.6)
British Columbia 935.2 222.2 463.9 1621.3 (673.2) (744.3) (349.0) (169.0) (1935.5) (314.2)
Yukon 9.2 2.7 6.1 17.9 (15.2) (20.3) (3.3) (1.9) (40.7) (22.8)
Northwest 25.0 3.1 24 30.5 (17.6) (30.6) (3.6) (4.0) (55.8) (25.3)
Territories
Nunavut 1.2 0.3 0.3 1.7 (16.1) (22.5) (2.7) (2.0 (43.3) (41.6)
Canada 5686.9 15439 3664.8 10 895.5 (4 230.2) (5916.4) (3154.2) (1340.3) (14641.1) (3 745.6)

Note: Numbers in parentheses are negative.

“ Provincial sales tax (PST), harmonized sales tax (HST) or goods and services tax (GST).
b According to Canadian Substance Use Costs and Harms: 2007-2014,} health care costs in Quebec are not fully enumerated due to data access issues; these costs are therefore underestimates.
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TABLE 2
Per capita net revenue, net cost and net deficit, by jurisdiction and Canada, 2014

Per person, $

Jurisdiction Net government Net cost Net surplus or deficit
revenue
Newfoundland and Labrador 471.0 (522.6) (51.6)
Prince Edward Island 393.3 (463.7) (70.4)
Nova Scotia 397.2 (454.6) (57.5)
New Brunswick 326.5 (430.1) (103.6)
Quebec? 300.0 (317.6) (17.6)
Ontario 287.8 (392.5) (104.7)
Manitoba 337.4 (451.5) (114.1)
Saskatchewan 351.6 (505.8) (154.1)
Alberta 272.1 (586.7) (314.6)
British Columbia 344.4 (411.2) (66.7)
Yukon 483.0 (1095.9) (613.0)
Northwest Territories 695.3 (1271.5) (576.2)
Nunavut 48.5 (1203.7) (1155.2)
Canada 307.5 (413.2) (105.7)

Note: Numbers in parentheses are negative.

2 According to Canadian Substance Use Costs and Harms: 2007-2014,} health care costs in Quebec are not fully enumerated due

to data access issues; these costs are therefore underestimates.

Discussion

An accounting of government revenue, as
well as societal costs, associated with
alcohol sales and alcohol use in Canada
shows that alcohol surpluses are a mis-
conception. In all 13 jurisdictions, societal
costs are higher than government revenue,
resulting in an “alcohol deficit” of $3.7 bil-
lion in Canada during 2014.

This summary article has limitations, as
the data sources used to estimate govern-
ment revenue and societal cost include
incomplete accounting and are likely to be
underestimated. Alcohol-producing busi-
nesses and individuals working in alcohol
commerce pay corporate and personal
income tax to federal or provincial govern-
ments. This could be considered indirect
government revenue resulting from alco-
hol use in Canada. On the other hand, as
noted above, the conceptual framework of
this study is a counterfactual scenario
with zero population exposure to alcohol.
This study does not recommend this sce-
nario, only its use for scenario-based
accounting. In this counterfactual sce-
nario, entrepreneurs and corporations
would enter other sectors of the economy,
as opposed to the alcohol industry. The
overall economic effect of this diversion
of energy and capital away from the pro-
duction and sale of alcohol to other sec-
tors is difficult to determine.

Vol 40, No 5/6, May/June 2020

The societal costs of alcohol use captured
in CSUCH may be significantly underesti-
mated, as some cost categories could not
be enumerated due to methodological or
data restraints. For example, CSUCH does
not include the cost of human pain and
suffering experienced by individuals and
those in their social networks linked to
alcohol-caused health conditions. Nor
does it include economic loss of produc-
tion due to incarceration, the life course
cost of fetal alcohol spectrum disorder
and private treatment costs. ?

Conclusion

Societal costs, including health care, eco-
nomic loss of production, criminal justice
and other direct costs, were substantially
higher than government alcohol-related
revenue in all provinces and territories in
2014. Nationally, government revenue of
$10.9 billion is below the societal cost of
$14.6 billion estimated by the CSUCH
study, resulting in an annual, ongoing
alcohol deficit of $3.7 billion. It is clear we
are robbing Peter to pay Paul.
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