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The Quebec government is currently
studying various ways of ending the
SAQ's monopoly.! The Crown corpora-
tion has indeed been the target of
multiple criticisms over the years, as
much for the prices of its products as
for its management and efficiency.?
Another, less frequently heard but
nonetheless important criticism is the
lack of space the public monopoly
leaves for small entrepreneurs. This
latter concern should guide the gov-
ernment in its reflections on the liberal-
ization of the alcohol market.

The primary goal of any reform should be to in-
crease competition. Indeed, economic theory
tells us that a lack of competition generally en-
tails a reduction in the quality of goods and ser-
vices offered to consumers, since a monopoly
has less incentive to improve. In the area of al-
cohol retailing, this lack of competition can limit
the available selection of products and consum-
ers’ access to those products, in addition to
keeping prices high.

Elsewhere in Canada, various reforms have
been implemented to liberalize alcohol mar-
kets, albeit incompletely. In Alberta, for ex-
ample, Alberta Liquor Control Board outlets
were all either sold or shut down in the early
1990s. However, private retailers must pay a
markup to the government, which still controls
the wholesale market.3 In British Columbia,
state-operated stores coexist with private retail-
ers. Supply, though, remains a public monopoly.*

In contrast, free market situations prevail in most
European countries, with retailers importing,
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Sources: SAQ, Annual Report 2016, p. 6; Quebec Department of Agriculture, Fisheries,
and Food, Bottin statistique de I'alimentation, édition 2015, p. 34.

distributing, and selling bottles in competition with one
another without having to go through the state. In
Belgium, for instance, a country that does not produce
wine, hundreds of wine shops compete for consumers’
business. The selection of bottles is nearly three times
what it is here, and prices are substantially lower.

OPENING THE DOOR TO SMALL PLAYERS

In Quebec, a first stage of liberalization should be to
allow small retailers to sell any kind of wine freely. These
wine shops could import their wines themselves and sell
them in store without going through the SAQ or paying
the associated markup.®

These new players could be expected to avoid compet-
ing with the SAQ on certain products for which it has an
advantage—thanks to its brand name or the size of its
retail spaces—and specialize in niche products to start.



We could also assume that these small wine
shops would try to secure market share by sell-
ing certain key products for less than the SAQ
sells them, thereby putting downward pressure
on prices.”

Consumers would benefit, since instead of hav-
ing a single wine buyer (the SAQ) choosing
what will be sold across the province, there
would be several hundred different buyers in
Quebec, giving free rein to their preferences
and responding to their customers’ demand for
new products. Restaurants, too, would be able
to buy directly from producers,® both Canadian
and foreign, and could pass on their resultant
savings to consumers.’

The arrival of independent wine shops would
make the local economy more dynamic and cre-
ate jobs, especially in rural regions, where spe-
cialized artisanal wine producers already exist.

A MATTER OF CHOICE AND ACCESS
Presently, convenience stores and grocery
stores can only sell wines bottled in Quebec,
which greatly reduces the selection of wines of-
fered to consumers, their quality, and the infor-
mation available about those wines.'0 In liberal-
izing, the government should also authorize
food retailers (convenience stores, specialized
shops, grocery stores, supermarkets) to sell al-
cohol without restriction, as French and American
grocery stores do, for instance. Access to prod-
ucts would be improved, notably for those liv-
ing in rural regions. Such a change would be
beneficial not only for consumers, but also for
these businesses, which could offer more choice
and lower prices to their customers.

In addition to enjoying a number of alcohol out-
lets that is rather larger than the number of SAQ
outlets alone (see Figure 1), and longer hours of
operation too, consumers would be able to buy
their food and their wine at the same place,
which would reduce the amount of trips taken.
Thus the SAQ, by operating in a market with
such competitors, will be able to pursue its cost

reduction efforts and eliminate less profitable outlets
without affecting the availability of products for
consumers.

CONCLUSION

The government’s monopoly over the sale of alcohol was
put in place in the time of prohibition, and no longer
serves any rational purpose. It does not benefit consum-
ers, and it stifles entrepreneurship and innovation in this
market. Nor is it justified because of its fiscal contribu-
tion, since the government has other means of raising
revenue.

The government should allow specialized retailers and
grocery stores to sell any kind of wine freely, in competi-
tion with the SAQ, which would have complete latitude
to pursue its retail activities. In addition to being politic-
ally realistic, given that a large majority of Quebecers are
in favour," such a reform would give Quebec entrepre-
neurs a chance to succeed in this market, all while in-
creasing the available selection of products, and
consumers’ access to them.
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