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Executive Summary

Significant gaps existtime knowledge of key parameters of both alcohol demaiuig and
supplyside structures in New Zealand. Key aspects include the roles of different types of
licensed outlet at each time of the day and night, especially during weekends; how alcohol
sales pattera vary between gender, age groups and locations such as metropolitan
centres, regional cities, and towns; and what impact the Sale and Supply of Alcohol Act
(2012) (SSAAhas had on those alcohol demand and purchasing patterns. Health
Promotion Agency hdsinded Market Economics Limited to enhance the evidence base
through the development of an analytical framework that addresses the many challenges
of linking supphside and demandide datasets.

An important part of the Sale and SuppiyAlcohol Act (2@) is the ability of Territorial Authorities (TAS)

to make Local Alcohol Policies (LAPS) to help minimise alcohol related harm in the community. There is
considerable effort being made by many TAs throughout New Zealand to develop policies and provide
evidence in support of them. While local level data on the location and type of licences is readily available
and local level data on alcohol related harm can be obtained from sources including the Police and
hospitals, what is not easily obtained is informton how the market (whether residents or tourists)
interacts with licensed premises.e. the local suppigemand relationship.

By linking demandide and suppkgide information through a combined framework which enables
assessment from different pgrsctives, the research provides a robust base for understanding the current
(2014) supply and demand structures, and to monitor early changes as the effects of the SSAA unfold.

The researctaddresses the issues of sale, supply and purchase of alcolhatafbaonsumption or
affordability). The patterns of alcohol purchasing cover the types of licensed outlet, the timing of alcohol
purchases, and the frequency and $ value of purchases. It further identifies how these purchasing patterns
vary by TA,and by 2 OF GA2Y G6AGKAY bSg w%SFEFYRQ&a YIFAY dzNDBI
patterns with types of licensed outlet establishes the roles and importance of each type, relative to the
patterns of effects.

The key output of the research is not this report, but rather an Alcohol Supply and Demand Model (2014)
that integrates (irExcebpreadsheed) the vast array of data and analy3isis report provides a summary
of the methodology to integrate the informah and higHevel analysis of the information in the model.

Overall, the research estimated there were3B®, licences (June 2014), or about one licence per 390
persons, nationally. Of these, 6,911 or 56% arkcemces (about one licence per 640 pergpwhile 3,442

(28%) are officences (one per 1,300 persons), and the remaining 2,037 (16%) are club licences (one per
2,200 persons). The licences are held by an estimated 11,398 individual pre@#%esf premises have

a single licence and 8% have tipie: licences. Auckland, Wellington (inclusive of Porirua, Upper Hutt and
Lower Hutt) and Christchurch (i.e. the main cities) account for an estimated 38% (4,744)ioétu@s.

While there are some 58 different licence type and category combisaonumber of categories stand
out. Most numerous are restaurants which account for 29% of all licences (and over half-itaticas),
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ahead of taverns (15%), sports clubs (13%), bottle stores (8%), hotels (8%) and grocery stores (4%).
Together, thes six outlet types account for over three quarters of all licences in 2014. The number of
outlets is an important indicator of overall accessibility to licensed outlets, however the major differences
among types in sales per outlet means that the supjlure is quite different in terms of $ sales and
volumes sold.

The national structure of estimated alcohol sales values and volumes by licence type and category for 2014
shows:

a) Total value of estimated sales/purchasing of alcoholic beverages in NandZeflsome
$5,747 million for the year, covering 99% of the total beverages available for sale nationally
(450 million litres);

b) Off-licence outlets account for the largest share of estimated sales by value (66%), just over
twice that of onlicences (32%¥Iub licences account for an estimated 2% of sales by value;

c) Supermarkets account for an estimated 20% of national alcohol sales by value, bottle stores
an estimated 26%, taverns 11% and restaurants 11%. Combined these four types of premises
account for68% of totalvalue ofalcohol sales (2014);

d) The lower price levels of dftence sales mean that ditence outlets account for the largest
share of sales by total beverage volume (estimated at 84%), wiiteoce outlets accounting
for 14%. Club licexes account for an estimated 1% of sales by volume;

e) Supermarkets account for an estimated 31% of national alcohol sales by total beverage
volume, bottle stores an estimate®%, taverns 6% and restaurants 4%. Combined these
four types of premises accouiatr 74% of total’olume ofalcohol sold (2014);

f) International visitors account for an important share of total sales (i.e. alcohol and other goods
and services) in elicence premises (11%) though substantially smaller shares of total sales in
off-icencelINS YA 4Sa o6w:0 |yR Ofdzo fAOSyOS LINBYAAS
based sales is 4% across all licence types, with domestic card holders at 96%.

From a demand perspectivéie research showed that demafat alcohol varies among age gpsy with

both younger (184 year old) and older (65 years and over) accounting for smaller shares of total spending
in licensed premises than other adult groups, especially those in #é y€ar cohorts. Estimated alcohol
spending by age group is relaiy consistent across dicence and officence types, but there is much
stronger spending at club licence outlets by the older age groapasistent with the role of sports,
chartered and social clubs in the community, including their popularityragtie mature and retired
persons.

There are clear differences in spending patterns between males and females in each age group. The card
data indicates that purchasing by males in licensed premises heavily outweighs that by females, in the order
of 1.7 times overall. This differential is fairly consistent across all age groups, though it is higher in the 55
years and over groups.

There are also clear differences in estimated alcohol purchasing patterns across the week. While total
purchasing in licensed gmises by younger persons is at a generally lower level than for the adult
population as a whole reflecting as much as anything the lesser spending power of those who are
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relatively early in their working livesit is more heavily concentrated into Fay$ and Saturdays. A
significant 47% of 184 year old licensed premises spend occurs between midnight on Thursday and
midnight on Saturday (and a portion of Sunday spending occurs in the early morning hours). By contrast,
the 70+ age group spends 33%ddir total spend in these two days.

Younger person spending in licensed premises is also more concentrated in the late evening and early
morning. The 184 year old group spends 19% of their total spend in licensed premises in the period
between 9pm anddm. This compares to an average share across all age groups of 7.4% and just 2.5% for
the 70+ year olds. In the period of 11{dmm, purchasers aged between 18 years and 34 years account for
52% of all spend. Between 1lam and 4am this group make up &#l%pEnding in licensed premises.

The timing of spending in ditence outlets is distinct from dftence outlets; reflecting the different

nature of these two licence types (i.e. the role they play in supplying alcohol in conjunction with other
goodsand services) and their associated licence/trading hourticEmce premises tend to have increasing
hourly sales in the morning, which level off late morning before rising again fordaynftlinch) peak,
slowing in the mid afternoon and rising agairgdonger late afternoon/evening (dinner) peak. In contrast,
off-licence premises tend, on average, to have a greater share of spending occurring in the late
afternoon/early evening. Spending builds up more steadily to a single predominant peak anlthe e
evening, with some noticeable increases around noon.

While some changes are able to be observed pre and post the enactment of the SSAA, the research shows
no substantial shifts in demand patterns in licensed premises based solely on a 2014 comwwitareil 3

data. There was some shift apparent in the relative roles of each licence type and these varied slightly
across the urban location types. Nationally, club licence adid@fce outlets overall saw their role in the

total licensed premises mieet reduce slightly, while eh A OSy OS 2 dzit SGaQ NRBEtS AyC
the main finding is that the observed change was relatively minor at an industry level. This indicates changes
occurred at the margin, without substantive shift in the satesupply structure across all licensed outlets
between 2013 and 2014.

The relative reduction in total sales in the period from 10pm until 7am is clearly evident in the research
results. The data also shows a relative increase in sales betvi®gmb(drven by offlicences) and in the

hour leading up to 4am (driven by club licences). However, the scale of the total change between 10pm
through to 7am is relatively small, since that period accounted for an estimated 3.8% of total sales across
all licence ypes in the sample dataset in 2013, and this declined to 3.6% for 2014. Nonetheless, the
reduction in this time period indicates that the introduction of the maximum national trading hours in the
SSAAnayhave had some direct effect on the timing of total sales in licensed premises. Such shifts need to
be monitored for more than a single year to indicate their significance and permanence.

The research shows that comprehensive, total industry analysissibledout reconciliation and balancing

is fundamental to the methodology. Most of the data used in this research is limited in some way and it
has been necessary to rely upon a number of estimates and assunggtiany of which have a potentially
compouwnding effect on final outputs. A number of checks and balances are however included to try and
minimise gross errors at key junctures.

The key limitation of the research is the lack of data specifically on alcohol sales patterns as distinct from
total sdes patterns which include alcohol and other goods and services sold by licensed premises. While
the analysis has taken the distribution of total sales occurring within national maximum trading hours to
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allocate estimated alcohol sales in each type of Besiand across all trading hours for the comparison

of 2013 and 2014 spending patterns), there is no certainty that alcohol purchasing occurs at the same time
across the day and night as all sales. The same applies for the distribution across tHEhegekential

for distortion is greatest where the estimated share of total sales that is alcohol related is low (i.e.
supermarkets and restaurants), and is lower (but not completely absent) where the alcohol share of sales
is high (i.e. bottle stores artdverns).

Determining supply and demand analysis at the TA level was a key objective of the research. While supply
side data can be estimated at TA levels (subject to data accuracy, a number of modelling assumptions and
the application of some nationaverages of alcohol sales per employee), densdahel data for each

licence typecategory combination is limited to higher spatial aggregations if detailed market and temporal
segmentation is desiredid to avoid breachinglata confidentiality. The reliace on averages at the

urban location type leve] albeit applied to a supply structure that is specific to each i$Aanother
limitation of the research. Different aggregations of TAs for the collation of desithndata may produce
different averag@atterns which have not been tested and would be important if the research was updated

in the future to accommodate changes made to licence hours as a result of adopted LAPs.

Importantly, despite the data limitations, there is reasonably solid informaticdhe key dimensions of
the demand and supply aspects of alcohol, which is able to be used within a single overall modelling
framework. This research has demonstrated those possibilities.
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1 Introduction

An important part of the Sale and Supply of Alcotutl 2012 (SSAA) is the ability of
Territorial Authorities (TAs) to make Local Alcohol Policies (LAT4) tainimise alcohol
related harm in thecommunity. There is considerable effort being made by many TAs
throughout New Zealand to develop LAPs, tooohice them to communities, and to
provide evidence in support of them. However, there is incomplete knowledge still of key
parameters of both demanrside and suppigide aspects of alcohol purchasing. Key
aspects include the roles of different types dofriged outlet at each time of the day and
night, especially during weekends; and how alcohol sales and consumption patterns vary
between gendes, age groug and locationsg such as downtown areas and suburban
centres¢ and between different parts of New Zaad ¢ such as metropolitan centres,
regional cities, and towns.

Health Promotion Agency (HPA) has funded Market Economics Limited (M.E) to carry out research that
contributes to the evidence base. This research extends and improves some core alcohdl alana
supplyside datasets and expands the capabilities and accuracy ofiaaahilable to stakeholders of the
alcohol sectorlt also contributes to evidence of the impatthe SSAAone year after coming into effect

1.1 Research Objective

Theobijective of this research is to draw together information on:

g) the patterns of alcohol purchasing by segments of the commumltgre segments relate to
gender and age group combinations f & 2 NB ¥ SNNB R { #Zderhaadside) | NJ S G

h) the roles of ach type of licensed outlet in meeting demand for alcohol (stgigé);and

i) changes in patterns of purchasing at licensed outlets which are evident in the 12 month period
following the introduction of the SSAA.

By linking this demanside and suppfgideinformation through a combined framework which enables
assessment from different perspectives, the research provides a robust base for understanding the current
(2014)situation, ando monitor earlychanges as the effects of the SSAA unfold.

1.2 Scope of Resrch

P PN

¢tKS 202S00AQPS 2F (GKA&A NBaSINOK Jia2d8PRBERE08RO
quality information on understanding the impacts and effects of the SSAA including how sectors of society
are responding to and interacting withe SSAA, and the impacts and effects on sale and supply, purchase,

1HPA Request for Propos&®SC0203/134/03
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dza S O2yadzyYLJiAz2y |yR KFENXYo®é {LISOAFTAOFffEeT (GKAA
purchase patterns were:

a) before the introduction of the SSAA,
b) how they have changed sin¢g introduction.

This research covers tioalendar years ¢013and2014. TheSSAA receivedyal assent othe 18" of
December 2012 andyhile some of he provisions came into effect the next day atllers came into
effect on the18" of June 2013, the Act was fully implemented on 18 December AWisS.included
provisions thaset default national maximum trading hours of 8a#am the next day for chicences and
club licences and 7aml1lpm for offlicenced. The SSA&so providedhe authority for local councils to
establish LAP3he 2013 analysiberefore establishes the pr§SSAA situation ((a) above) and the 2014
analysis demonstrates the peSEAA situation ((b) above). Realisticallye year following the
implementation of he SSAA is a very limited thseries to identify and confirm permanent changes in the
market ¢ particularly in the suppigide This is becaussome of the changes will not take effect until
existing licences expire or need to be renewadthere may besome lags between data collection and
data reporting For this reason theonitoring outputsof this researchare focussed on demarside
changes anghould be viewed as early indications only at this stage.

¢tKA&d NBaSINOK R2Sa NRPGO avillk N&KGS NENRPAYG YANRARR 28 0
purchasing patterns and the roles of outlets, including that whichdesasloped by M.E during 2058d

2014'. That work identified key purchasing patterns from commercial outletifbsent age graps and

covered much of the alcohol supply structure but not all of it. This current research extends that, to provide

a comprehensive view of the alcohol supply and purchasing (demand) aspects.

With very few LAPs adopted and implemented at the timehefresearch, the ability to monitor the
effectiveness of individual LAR®cludingat a policy area (sdbA) levelvhere relevant{before and after,

and over time) has been excluded from the scope of this research. It does however, provide an evidence
base to help inform the development of LAPs and the associated submission, appeal and decision making
processes, albeit for the TA as a whalais is still helpful as many propode&Pprovisions apply at the
districtwide leveland the AlcohoRegulatoryand Licensing Authority (ARLA) has asserted that local (i.e.
TA) evidence is needed to support proposed LAP provisions

Thisresearch addressethe issues of sale, supply and purchase of alcohol. The patterns of alcohol
purchasing cover the types afdnsed outlet, the timing of alcohol purchases, and the frequency and $
value of purchases. It further identifies how these purchasing patterns vary by TA, and by location within
bS¢é %SIFflFyRQa YIFIAY dzNBFyYy I NBI a o withiypesdlicénsed dutley | A y 3
establishes the roles and importance of each type, relative to the patterns of effects.

2The base year of the research is 2014. 2013 results relate to desickndata which has been bacést.

3 Section 43(1) a and b of the SSAA 2012 (with exception of remote sellers).

4 Evidence prepared for DLA/ARLA hearingsl@tion to proposed Local Alcohol Policy for Christchurch(Zifyl) Wellington
City(2013) Waimakariri Distriq2014) Reports prepared in relation to hearings, inclu@ogermarket Location in Areas of Low
SocieEconomic Statu2014);Local AlcohdPolicyg Sensitive Areas around Progressive Supermg2iets).

5Dunedin PLAP Decisig2016 NZARLA PH @26 - paragraphs 13.
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Thisresearchdoes not address the matters of alcohol use, consumpiond K NY 02 3SNBR Ay
Nor does this research examihew supply and demand patterns contribute (through some causal
relationship) to health or crime. Matters relating to alcohol affordability are also outside of scope.

1.3 Research Output

In conducting this research,series of analyses (swodels)have beercompletedthat each contribute
to this field of research in their own right. These include:

i1 a cleanedrersion of theNational Liquor Licence Database (Licence Databaseed from
the Ministry of JusticeJune 2014);

1 geocoding o014 liquor licencesontained in the (cleaned) Licence Datsha; enabling
licences and premises to be mapped across New Zealand;

1 reconciling the(cleaned) icenceDatabase with the Statistics New Zealand (SNZ) Business
Directory (BD§ enabling 2014 employment in each lised premises to be estimated,;

1 estimaing total national alcohol sales by type of licensed outiedugh the integration of
several SNdatasets(2014);and

{ establislinga subnational timeseries dataset of electronic transactions (by hour of day and
week and market segmedefined by gender and age grdugecurring in licensed outlets (by
licence type)

The core output of the research is howettse Alcohol Supplgnd Demandviodel (2014YASDM2 NJ Wi K S
a 2 R& tThismodelintegrates all of the aboveubmodelsand allove supply and demand patterns by
location (total New Zealand, urban location fypm TA)to be examinedind changes in those patterns
between 2013 and 2014 to lm®mpared

1.4 Report Outline

This report provides a discussiorha researchmethodologyjimitationsandfindings. Section 2 provides

an overview ofhe research methodology as well as key assumptions relied upon in the modelling and the
limitations of the analysis and research restiltSections 3 and 4 draw on a conation of submodel
analysis andesults fromthe ASDM Section 3 examines the role of different types of outlets in the sale of
alcohol at a nationalirban location typeand TAlevel. Section 4 examines the role of different market

6 Although purchase and consumption are one and the same with regardlitenoe and clulicencepremises. Theeseach

does not examine the relationship between purchasing alcohol-atefice premises and consuming that alcohol.

7The data was collected for four consecutive six month periods starting 1st January 2013. For the purpose of the resgarch repo
the anaysis was based on two twelve month aggregations.

8 ASDM ersion at time of publication is 2017.1.

9 See sectioR.5 for further description.

10 This Research Report is supported by a Technical Report (August 2017) that offers more detailed explahation of
methodological steps applied, including modelling assumptions and limitations. A copy of the Technical Report can be obtained
from HPA by request.
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segments in the pulase of alcohglincludinghe timing of purchasest the national and urban location
type level Section 5 examinebanges in demanside patterns pre and post the SSAA. Seétjmovides
a summary of conclusions drawn from the reseafclossary dermscan be found on g4.
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2 Methodology

This research provides a robust evidence base for understanding the current situation of
alcohol supply and demand, and for beginning to monitor future changes as the effects of
the SSAA unfold. The methodologyusdtaround a series of stejgseach an analysis or
sub-model in and of itself. The steps culminate in a single integratet®l (the ASDM
GKFGO LINPOARSA O2 YLINBKSY a Adbs@le ang sufphy striciure® ¥
at various geographic scales and at various levels of detail.

2.1 The Research Challenge

The patterns of sale, purchase and especially consumption of alcohol are important matters, particularly
because of the societal implicatis and effects of alcohol. For stakeholders to make informed decisions
about the sale and supply of alcohol, and monitor the effectiveness of those decisions over time, then a
strong evidence base is required.

Much of the research and information on dlob purchase and consumption is based on surveys and
20aSNDIFGA2ya 2F LIS2LI SaQ O0SKIFGPA2dzNd ¢KAa (y26fSF
understanding with a range of statistical sources which can help provide a more comprehensige pict

With almost 11,400 premises in New Zealand selling or supplying alcohol through a combination of an
estimated 12,390 liquor licences (June 2884) (G KS WI f O2K2ft &dzllL) @Q &aSOof
O2YLRYSYyl 2F bSgs %S| | o the t&ddshlgsohsante refail sivte typedlBat | J |
sell alcohol (among other goods and services) and there are statistics on the total volume of beer, wine and
spirits available for sale nationally. Yet, there are large gaps in our understandimgeofilcohol sales

are occurring across the country (and across each distigt)js purchasing alcohol arbw sales are
distributed across different types of liquor licences.

There is comprehensive information available on the maximum licence hoocsatess$ with each and

every liguor licence. However, there is incomplete understandimghehalcohol sales are occurring by

hour of the day and by day of the wegiithin licencehours) and the links between purchasing and
consumption of alcohol. Siwnily, there are rules in place on the minimum age to purchase alcohol and
there is research available on the impact of alcohol on different demographic groups, yet there are gaps in
our understanding afvhere different market segments are purchasing aldotwbhenthey are buying it
andhow muchthey are buying.

National level research and information is valuable in its own right, but the district levebftoaISSAA
(2012)- with opportunity for TAs to develop and implement LARgans demand also feub-national
level researchideally relating specifically to $A

There are several statistical datashizt are relevant to the analysis of alcohol sale and supply structures,
but each provides only part of the picture and they have been developdifferent purposes. The SNZ

11Based oranalysigand cleaning of) the National Liquor Licence Database sourced from the Minisstycefid August 2014.
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BD provides comprehensive information on outlet numbers by type and location using the Australia and
New Zealand Standard Industry Classification (ANZSIC) framework, with data organised for specific industry
classificationéncluding those identifiable as beiligensed outlets (such as bars, clubs and liquor stores)

and potentiallybeinglicensed outlets (such as supermarkets, and restaurants), but does not differentiate
between licensed and ditensed outletén the case bthe latter. The ANZSIC structure relates directly to

other SNZ national and regitevel information on sales and output, but sales data do not differentiate
between alcohol and other goods. The SNZ Consumer Price Index (CPI) deflators coventperonly i

addition, the makeup of alcohol sales between wine, beer and spirits (for reconciliation with statistics on
alcohol available for consumption) varies among different types of outlet.

The Licence Database provides detail on a wide range afditgmecategory combinations, but it does

not interface with the BD data. It is apparent that in many instances, there is not a direct correlation
between the implied description of the licensed premises and the ANZSIC classification of those businesses.
Moreover, individual business premises may hold multiple licences, while some licences are attached to
OGN YALRNIFGAZ2Y & LINBYAaS &% Withoutiome yariablf whi¢iSisi cmnipido A vy a
different datasets, the process of linking data liguor licences with other spatiatonomic data is
challenging.

In addition, the statistics on alcoholic beverages available for consumption, which is the best information
2y HKAOK (G2 alFyOK2NE GKS SaidaAyYl G ShtheBvalug & Sidohof f & |
sales. This means that in order to reconcile the value of sales with the volumes of beverages, estimates of
unit price are required.

There are challenges also on the demaitt® of the picture. While there is good information ordea

based expenditure in many licensed outlets (possible by achieving good matches of licenced premises with
business outlets), the transaction level data does not distinguish alcohol from the purchase of other goods
and services. Further, even when we icdier a high likelihood that transactions relate to the purchase of
alcohol (entirely or in combination with other goaglas in bars or bottle stores), spending by individual
cardholders on alcohol is not always for those cardholders to consume. Jihiglis because a single
purchase will often cover the consumption of two or more persons (for exampbelpée eating out or

buying beverages to be shared with friends).

These issues are well recognised in retail research generally, and in studiehtubald related sales

and expenditure specifically. They mean that any methodology which seeks to draw together information
on alcohol sales and expenditure patterns will necessarily depend on estimates and assumptions at key
points in the analytical gicture. However, the importance of the issues justifies considerable effort in
developing comprehensive estimates of the demand and supply sides of alcohol sales and expenditure.

2.2 Overview of Methodology

Capabilities developed in a range of modelling aaconciliation analysesave been appliedn this
researchio address the inherent complexities of linking the supjfulg datasets, as well as a method that
also links demandide data to liquor licences.

12 Onlicence Conveyance licences.
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The researcimethodology incorporatea serief analytical steps that allow various datasets to be linked

to each other and to the Licence Database through common variables (Figure 2.1). This provides an ability
to examine alcohol sale and supply structures for any TA or the country as g albelewithin the limits

of the information available and the need for estimates to develop a more comprehensive picture.

Figure2.1 - Key Data Components and Linkages in Research Method@d&iyM (2014)

Sales /
Volume

Employment Location

Licences
by type
and
category

Spend by
market Premises /
segment by Merchants
hour of week

In brief, the licensed premis@sddress information contained in the Licence Databasesdlaneshblock

location to be identified within each TA for each liquor licence. Using a combination of the meshblock
location and premises name, licencas be mattied to merchants in the Paymark and BNZ databases of
electronic transactiodd This step is discussed further in section 2.4.1 bheldsing the ANZSIC data
associated with the matched merchants and the meshblock location, employment data from the SNZ BD
can be matched to the Licence Database. National estimates of alcohol sales (and volume sold) per person
employed by licence typeategory an i KSy 0SS WLIzi 2y GKS 3INRdzy RQ dz
information for each liquor licence.

Using the merchast that were linked to the Licence Database, electronic transaction data showing
spending by market segment (and hour of weekjdarcanbe extracted by Market View and aggregated

by licence typeategory. Those average distributi@rs then appliedto the salesstimates by location

and licence typeategory to show estimated local level sales and demand structures and changes over
time.

The result is that supphide data varies in geographic scale from national level down to TA level. Bemand
side datas limited tonational level ourban location type (4 broad categories). The methodology has relied

13 Carried out by Market View Limited.
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on a number of assumptions in order to link data that has different geographic scales. All the data is brought
together in theASDM

The following seatns further discuss the kepmponentsof the researchmethodology

2.3 The National Liquor Licence Database

The Licence Database is an amalgamation of licence application data collected (and approved) by District
Licencing Committees throughout the country. A copy of the Databassuwwpbedby the Ministry of

Justice in August 2014 and contained the mosiougate information on liquor licences available to them

at that time (June 2014).

The Licence Databaseas reviewednd as many duplicate records as possildee removed Duplicates

appear to arise following a change in business ownership or pregiges Ii A 2 Y ® CdzNJi K SNJ W
data was carried out to ensure that premises names were consistently recorded (in instances of multi
licence outlets) so that the licence level Database could be aggregated according to premises within each
TA. Care wasken not to aggregate businesses that have the same name but multiple locations (i.e.
franchises or branch outlets).

After reviewandcleaningthere werean estimatedL1,398 active licensed premises in New Zealand as at
June 2014 operating under 12,390 liguor licences. This count allows conveyance craft to be identified
separately (e.g. planes have a unique name/identifier even though they are owned by one litabéze).

2.1 shows the breakdown of licences per premises. The major share (92%) of premises have a single liquor
licence.Section 3 provides a more detailed breakdown of the national licence structure.

Table2.1 - Summary of Licences per Premises June 2014 (Cleaned Database)

quberof Number of Premise  Share of
Licences

Held

With Licence Coun Premises

Source: National Ligour Licence Database, Ministry of Jus
June 2014 (modified by M.E)

During the course dfhe research,a numberof additional data fieldsvere appendedo the Licence
Database to assist with different aspects of analysis and modelling. The first appatadieldi was the
meshblock location of each liquor licence/premises. Having a mesbhblesi location framework
SylotSa GKS [AOSyOS s5ldGlolasS G2 0SS NBO2yOAf SR
(discussed below).
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In order to identi§y what meshblock each licence was locatétiin, WD S 2 O geéhiiglicdtere usedo

match the licensed premises address to a latitude/longitude coordinate. Using GIS, these were then
YI LILISR | & anlexatldis\ pfavided idppendix A) and then ppnded with the relevant
meshblock code. A range of cross checks were carried out and, where necesshagesiedearches were

used to confirm the location of licences that were easilygeocoded. Thierative processesesultedin

the 94% opremises being allocated a meshblock location within their Tiife remaining 6% of premises

were coded only to their respective Tihe ungeocoded premises are not excluded from the analysis, but
take a less spatially explicit pathway to determining estimatechises employment discussed further

below.

2.4 Supplyside Approach

2.4.1 Estimated Employment in Licex Premises

The second dateariableappendedto the Licence Database was estimated employment at each licensed
premises (2014).

The SNZ BD identifies mess entities (geographic units) by industry (ANZSIC), meshblock location and size
(Employee Count). However, the BD is not able to differentiate further, especially to distinguish between
licensed and uticensed restaurants, or between licensed andicensed grocery stores for example. Nor

does it distinguish specific businesses of the same ANZSIC located in the same meshblock. While the data
may show two restaurants in a meshblock, only the total employee count is revealed. It is therefore not
possille to identify if one is large and one is small, or if they are about the sarife size

The cleaned and modifiddcence Database is able to provide detail on all licensed outlets by type (on
off- and club licences) and category, including detail on thehbieck location (in most instances), and
licensee and premises/merchant name. However, it does not offer information on the size of outlets
(employment), which is an important indicator of sales volumes, assuming a correlation exists between
staffing andalcohol sales within each type of outlet. Nor does the Licence Database provide the ANZSIC of
outlets (as registered in the BD).

The availability of both datasets at meshblock level (i.e. a common variable) offers good but not perfect
ability to match BDANZSIC data with licensed outlet data. In particular, most licence types are
predominantly one outlet per meshbldek restaurants 81%, liquor stores 94%, taverns 88%, hospitality
clubs 96%, sports and recreation clubs 92#ich indicates a high prop@mn (80%+) of licensed premises

can be linked with BD data as long as the right meshbtlatKNZSIC are assigned to the outlets.

LRSYGATFEAYT GKS !bw{L/ 2F fAO0SydZ3R0SBYAr 234 {84 {
(KS W[ Aljd2N] wSit ADBYBE WBH{LANI YRAGhY 0K (KS W/
of the licence typeategories span a rga of possible ANZSIC codest exampl&? hiyA OSy OS / 2y @S«

14 Customised data requests to SNZ can stratify employment by different sized businesses. However, this was not considered
practical given the number of ANZSI€img considered in this research combined with the number of meshblocks in New Zealand
included inthe modelling framework.

15 Percentages are national averagesirced from the SNZ BD. They show the share of outlets by industry that are unique within
their meshblock. That is, 81% of restaurants have no other restaurants in the same meshblock. This provides aroindication
clustering behaviour of certain industriethe lower the percentage, the higher the propensity to clustetéoate.
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Both BNZ and Paymark maintain databases of retail and service merchants and collect or assign ANZSIC
codes to those merchants. As part of the process of compiling desidedatasets forthis research

Market View Limited were able to match approximat@$oof the licences in the Licence Database to the

BNZ databasg& In turn, they were able to return teNZSIC data of those matched merchaftsisvas

appended to the Licence Databassea first stepleaving28%of the licences with no ANZSIC.

An analyss of the distribution of ANZSIC codes matching each licenceatgmory(i.e. based on the 72%

of matched premisef§ St LISR Ay F2NY¥Y (KS WY 2 a (therGaoptad2oyfilthelgdpsz{ L / @
in the Licence Databaee. the28%)so that all licaces received an ANZSIC cadlecting their estimated

primary activity anénabling the reconciliation with the BD to be carried out. It was an iterative prpcess
YFGOKAY3 tA0SyaSR LINEYARY ASIgQAK KY & 6@ SNYeIkd NIdH A
WY23G 02YY2yQ ! b®%{L/ OlyR Ay &a2YS OlFIa&asSa GKS | aa
overall reconciliation result and better reflect the primary activity of licensed outlets (from a SNZ
perspectiverather than a BNZ perspeat). A series of manual cross checks were completed for each TA

to ensure that the reconciliation of key ANZSICs was as accurate as possiak, 81 different ANZSICs

were matched to the Licence Database.

The BD reconciliation was able to match 82%eensed premisds New Zealandirectlywith geographic
units in the 2014 BDThe balance @%) was made up of those premises that did not have an identified
meshblock locatiof6%)and those that did hot match an ANZSIC in the identified meshbleckmwider
census area unit locatiqi2%)

When a premisewasreconciled with a geographic unit, the average employmentjeographic unitor

that ANZSIC in that meshblock was appended to the premises/fitedsing the reconciled sampidé

premises, the averagemploymentper geographic unit for each ANZSIC in eaclwaBAthen calculated
Thesdocalaverages we applied to each unreconciled premises according to their estimated ANZSIC code

in each respectiv&A locationWhile this is noideal, & worst, thisestimationrelated to 40% of premises

(60% of premises in Waitomo District reconciled with the BD based on estimated ANZSICs) and at best, this
estimationrelated tojust8% of premises @b of premises ikaweralDistrict reconcileavith the Blbased

on estimated ANZSICs Following this step, an estimate of employment was appendedllto
premises/licences in the Licence Datab@286 directly and 18%sing TA averagpesproviding a measure

of outlet size/scaléor each individudicensed premises

Many licensed businesses are small and the incidence of working proprigtorargnot listed aspaid
employees) is high in some categofigarticularly grocery stores, small bottle stores or wine
makers/wineriesbut not in othercategories, particularlsupermarkets and medium to large bottle stores.
For thisreason,a modified emplogent count (MECthat takes account aéstimatedworking proprietors
was usedwhich includes botthe SNzublished employee count (E&)d working proprietoror the BD

16 There was 0% match of merchants in the Paymark database.

17 Refers to a single business/conmmaial entity in the BD.

18|n the case of muHicence premises (8%), employment was split evenly across the licences held by the premises.

19This is apparent in the relaely high numbers of neemployee working proprietors relative to paid employees (the Employee
Count), and to the number of outlets (geographic units).
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reconciliationstep, so as not to underrepresent the size/scale of licensed prefhisEsis is important as

the research assumes a relationship between sales value and staff: cnilgts with lots of staff are
assumedo have a greater volume of customers and alcohol sales relative to outlets with fewer staff in the
same industry. Excluding working proprietors woesdilt inalower averageemployment per geographic

unit for each ANZSIC in each TA and would ledceteesisalesestimates (discussed further below) due

to the uneven incidence of warlg proprietors between small and large premises

2.4.2 Estimated Alcohol Sales Value and Beverage Volume

A key step in the research is the estimation ofvhleieand volume oflcoholic beveragesoldby each

type of licensed outlet. This is primarily a process of reconciling various pieces of national level information
which are neither comprehensive nor fully detailed, to develop as robusstamateas possible. The
volumeinformation is important because the most accurate indicator of the total alcohol market is the SNZ
series on the total volume (natiohglof alcoholic beveragesvailable for sale ithe year to June 2034

This data includes a breakdown of total litnédeer, wine and spirits.

There are not equivalent data on the value of sales of alcoholic beverages. The situation is complicated
because sale prices vary considerably among different types of outlet, especially betwlezmadf

outlets and oHdicerce and club licence outlets; sale prigeer beveragein offlicence outlets are
considerably lower. A systematic approach was applied as follows.

The totalnationalsales for each ANZSIC were identified from the SNZ Retail Trade Survey (YE June 2014)
and the SNZ Annual Enterprise Survey (2@algs in this dataset include alcohol and other goods and
services soldata from the SNZ BD (2014) was used to identdy netional employment by each ANZSIC,

and from this national average sales per MEC were estimated for each ANZSIC.

A nationalsummary of estimated employment by ANZSIC code was produced from the Licence Database
(estimated in the BD reconciliation desedbabove). The sales per MEC data was applied to the
employment for each ANZSIC to generate estimated total national sales for 2014 (YE June) for licensed
outlets. This assumes that sales per MEC is the same in licensed divémsed outlets in each ASIC.

At this point in the analysis, sales include alcohol aneaftminol related products/services.

Information on national alcohol sales (beer, wine, spirits) as a percentage share of total sales was sourced
from the SNZ Retail Tra@airveyDeflatorsSeries for liquor retail stores, food and beverage retailers and
accommodation providers, and from evidence to heaffrys LAPs for supermarkets. lde Retail Trade

Survey deflators measure change in the prices of goods and services sold by busirtlessEs iiatall
industries.The deflator for each industry consists of a 'basket’ of indexes, drawn mainly from the consumer
price indeX(CPIl) The CPI indexes and other indicators in each deflator's basket represent the goods and
services sold by the indugt Each good or service is weighted to reflect the relative importance of the mix

of goods and services sold by the industry6 #. b 120

205 d9 0a ac@mbingthaiBD employee count with estimates of working proprietors by ANZSIC desivecustomised

data sourced from SNZ, and proprietary analysis.

21 SNZ series ALCO11AA.

22 Hearings under the Sale and Supply of Alcohol Act 2012 in relation to draft Local Alcohol Policy proposals by Wellington City

Council, Waimakariri District Council, Tasman District Council, and Auckland Council.
23
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Although thessourcescovered only a few of the typeslafensedutlet, the data does apply to the largest
off-licene types(supermarkets and bottle storesand the major o#icence types (bars and licensed
restaurants). The (beer, wiraad spirits) sales share of the liquor retail store category was ap(aked

proxy)to other offlicence outlets, including thosekied to outlets with club licences or-ioences. This

step assumes sales shares by alcohol type are the same across New Zealand and are not influenced by
outlet size AppendixB summariesll sources of information forthe percentage of total outlet «# that is

alcohol for each licence tygategory combinationThe appendix includes a discussion on alternative data
sources and their implications for the national sales structbeetion3.4 of this report discusses the
resultsof this step in more deil.

Data on advertised prices for diffence alcohol wagathered from websites and newspapers, covering a
range of stores/operators and locations throughout New Zedthiitiese wereused to estimate the
national averagerice per litre (excluding GST) of beer, wine and spiritsditeffce outlets. While the

price information was not comprehensive, and the volumes sold of various brand/price combinations is not
known, the highly competitive nature of the liquor retattr, and the dominant role of major liquor
retailers and supermarkets suggests that other smaller types of outlet would need to be generally price
competitive with the major outlets.

Data on prices for olicence alcohol were sourced from the SNZ Cossirice Survey Basket of Goods
(June Quarter 20D4While this is not comprehensive, it nonetheless shows the relativity-lafesf€e and
on-licence beer, wine and spirifgices Data on prices for club licence alcohol was difficult to access,
althoughanecdotal evidence as the nature of outlets with clulicences is that they are generally-15
25% cheaper than commercial-beence establishments.

The combination of licensed outlet numbers, total employment and total sales, and estimated alcehol shar

of sales was used to estimate the total value of sales, for each of beer, wine and spirits. The mean sales
prices for offlicence, oHicence, and cluficence outlets were then applied to express the value of sales

as volumes of sales. The total voluofisales across all types of licensed outlet was required to reconcile

with the SNZ national totals of alcoholic beverages for 201ihe reconciliation accounted for 98.6% of

the reported total volume of alcohol available for sBleth sales value anablume for each licence type
OFGS32NE 6SNB SELINB&aAASR 2y | WLISNI a9/ Q olarasz S
the location of licenced outlets (and their estimated employment).

The estimation process is subject to a number of cavétatquires reconciling incomplete information on

$ value of sales anestimatedalcohol prices, across a number of types of outlet, in order to match the
total volumes for each type of alcoholic beverage. On the positive side, there is quite raporttion

for the outlet types which account for major shares of alcohol sales (supermarkets, liquor stores, taverns,
clubs and bars), and separation of licensed outlets froticansed outlets for the restaurant sector.

Among outlet types for which theiis less specific information, there are similarities in the nature of the
food and beverage components of the operations which suggest similar sales predipesially for off
licence outlets attached to various types oflimence, and for variousut-licence outlets. There is also
reasonably good information on prices for major outlets, and on price relativity betweandéfrlicence

24 Price points were gathered duing April 2015
25 SNZ series ALCO11AHttp://m.stats.govt.nz/browse_for_stats/industry_sectors/alcohol_and_tobacco_availability/Alcohol
availablefor-consumption_HOTPYeDec16.aspx
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outlets, while the large numbers of outlets and consequent strong competition means that there is a limited
range of price points for alcohol products.

On the negative side, there are several imdated steps in the reconciliation process, which means that
errors in the estimates at one poigtF 2 NJ SEF YL ST |t 02K2f A0 o0 &K@ NI 3Sa
flow through to other pointg, for example, the volumes of beverages sold by that type of outlet.

2.5 Demandside Approach

A keycomponentof the researchwasto directly link the alcohol supply picture with actual purchasing
behaviour by key market segmernit$ie aim was to develop a clearer understanding of spending patterns
and how spending patterns vary by locatipior example, between major cities and regional cities, over
time, and to enhance the definition of the source data to distinguish betweesdideand udicensed
outlets (by drawing on the Licence Database).

This data, supplied by Market View, comprises detailed electronic transaction data (made on debit and
credit cards in licensed merchants) by BNZ card holders aged 18+ years (one setiof dgta)l domestic

and international card holders purchasing from licensed merchants registered with Paymark (the second
set of data).The transactions include alcohol and fadoohol related goods and services in the licensed
premises.Both are sampldatasets reflecting the licensed merchaktarket Viewwere able to match to

the Licence Database (discussed ahoVie¢ size of the samplesas not sufficiently large to allow
transaction data to be disaggregated by outlet type, market segment and hbarTah levet smaller TAs

in particularcould not satisfy the confidentiality rules for public data release. The sangpiEsufficiently

large to allow transaction data to be disaggregated by outlet type, market segment arnifl defired

urban areasvere aggregated.

A geographic framework was devised to aggregdian area® according tdoroad urban location types

¢ groupingthem based on whethethey formed major (main) cities, large regional cities or smaller (other)
regional cities. The balamofthe country which includedarge or small townsural villages and rural
areaswasd N2 dzLJSR ' a (KS WNXB a (i The ratiorals br thé Broafl locytiarttypés dvaso f
that licensed outlets in therban aeasassigned to each location type would be more likely to operate in
similar competitive environments and therefore serve similar ¥0l@s supply structures influence the
opportunities that people have to purchase alcoliblas assumedhat market segmeis spending
behaviour indifferentlicensed premises would be similar between Auckland and Wellington for example,
or between Palmerston North and Dunedin for exam@ethe analysis is limitdthy necessitytp average
demandside pattens for each urbn location type, andpplyingthose averagelemandside patterns at

the urban location type level to each TA according fiit itgthin the geographic framewark

(7))

A limitation of this approach is thdtere may be variatiain the demandside patternsof one or more
urban areasvithin a particular location typthat are beingobscuredwhen combined andaveraged with

other urban areasThis could include variations between general licence and trading hours in different
types of premised hisriskis consideredsmallwithin the Main Cities groupecause of the broad similarities

26 Based on SNZ 2013 defined urban areas and associated Census 2013 usually resident population.
27 Similarly, liensed outlets in rural areas were assumed to operate in a similar competitive environment and therefore serve
simlar roles.
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betweenthe urban areas ofuckland, Wellington and Christchurcht maybe relevant within the other
location types for example, young male and female adults in univetgigsmayhave different drinking
behaviourdrom young male and female adults in roniversitycities Or, ifcities or towrwith significant
tourism activity havéonger trading hourg¢han less tourism focusseities and towns How sensitive the
research findings are to the specified geographic framework (including the effect of different and/or more
TA groups) was netddressedn this research for time and cost reasons, but woulc beneficial next

step.

Table2.2 - Geographic FrameworkUrban Location Type Classification

Location Type Included Urban Areas

City Name

Northern Auckland Zone
Western Auckland Zone

Auckland Central Auckland Zone
Southern Auckland Zone
Main Cities Upper Hutt Zone
Wellington Lowgr Hutt Zone
Wellington Zone
Porirua Zone
Christchurch Christchurch
Hamilton Hamilton Zone
Tauranga Tauranga
Large Regional Cities Napl_er Napl_erZone
Hastings Hastings Zone

Palmerston North

Palmerston North

Dunedin Dunedin

Whangarei Whangarei

Rotorua Rotorua

Gisborne Gisborne
Other Regional Cities New Plymouth New Plymouth

Wanganui Wanganui

Nelson Nelson

Timaru Timaru

Invercargill Invercargill
Rest of New Zealand Balance of Urban areas and Rural ared
Total New Zealand All Urban and Rural Areas
Source: M.E

Using the date of the transactions, the datasets were prodfimedach aggregated location typer
different time periods the 2013 and 2014 calendar ysaso that changes in demand pattermait begin
to be monitored over timeThe primary use of this demasdle data is:

1 to createaveragepercentage distributions d@btal sales occurring within the defaulational
licence hours under the SSfoh each urban location tygéthat can be applied to estimates

28 Given the limited number of LAPs that have been approved across New Zealand to date, and the timing of when those few LAPs
will take effect relative to the 2014 base year of this BNZ based desid@mdnalysis (i.e. mostly coming into effect in 2015 or

2016), the default national licence hoissonsidered tde the appropriate daily tim&kame across which estimated alcohol sales

are distributed within each urban location type, and then inferred at thevieh Theseare 7am11pm for offlicence premises,
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of total alcohol related sales in each TA (supfulg data) to generate estimates atohol

sales ($000) by outlet ty@ad categoryhour and day of week and marlseigment. The BNZ
sample datage(2014 calendar yeais utilisedfor this purpose as market segment detail of
cardholders is collected by Bbhizt not Paymark The key limitation of thisansactiondata is

that there is no insight of the timing and market segment of purchgsedfically including
alcohol and so the assumption is that alcohol related purchases are distributed according to
the pattern of all purchases within the licensed trading hours. For some licence types, this will
be one and the same thing (i.e. in boteres where the proportion of sales that are alcohol
related is very high), but in others (such as licensed restaurants or supermarkets where the
proportion of sales that are alcohol related is relatively low) there may be slight variations in
the purchae patterns of alcohol from those shown in the total sales data. In the absence of

0SGUSNI RFOFET a®9Qa FLIINZIFOK LINRGARSaE +y IO

goods and services) purchase patterns in licensed outlets by cafég@ychurban location
type for 2014 and a broadly accurate or indicative distribution of alcohol related purchase
patterns.

1 to analyse changes in supply and purchase patterns in licensed merchants bibigveen
yearsto identify what effect the SSAA may lavimg on total salegatterns(alcohol and/or
other goods and services) at the urban location type level across all trading hours (licensed
and unlicensed). M.E has utilised the Paymark sample dataset for this purpose as it
distinguishes domestic custonseirom international visitors, although does not provide age
or sex breakdowns. A limitation of thiansactiondata is that it is not possible to isolate the
effect that the SSAA might be having on 2014 sales and purchase patterns relative to other
supgy-side or wider economic changes over that period (not explored in this research). In
saying that, M.E is not aware of any potential market forces that would have a specific
influence on theimingof purchases other than the SSAA. To help mitigatedtestial effect
of other market forces (such as inflation) on the sales data across time, M.E has analysed this
Paymark demand A RS RI Gl 4S04 dzaAy3a | WaAaKAFTFG Ay &aKIFN
shift in sales across days, hours, and licencestype

2.6 The Alcohol Suppnd Demandvodel

The various components tife research (described above) are drawn together inAB®M2014) This

Model provides the capability to identify and examine the key parameters of alcohol supply structures and
purchasilg patterns for any Tér urban location typén New Zealands well as for New Zealand overall

The Model also provides a base for monitoring shifts in dersigiedpatterns over timéalbeit one year)

as the effects of the SSAA unfold.

8am4am the next dayfor ontlicence and club licenseoremises. It is acknowledge that this assumption may not hes
appropriateif replicatedin future years when LAPs do start to come into effect. If a TA enforces rdidaoed hours, then the

F @SNF 38 LIZNOKF &S LI GG S Npeanaymat Né répieseritativie bfibaal sdplp ang derhaddpatiedise y &
more refined spatial framework may be needed to accommodate this

29This is according to transactions paid for by debiteditcards. The resear@ssumeshat cash and cheque baspdrchases

have the same purchase patterns as electronic transactions.
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Due to the compbety of the methodology developdar this researcland the large volume of output data,

the Modelis relatively technical Thechosenstructure provides opportunity to focus on specific parts of

the alcohol demand and sales structure in any locatiom ttifferent perspectivedhe Model also allows

for high level analysis, as well as the detail. The underlying datasets are structured to inelatidssaid

totals, to provide for various combinations of detail and generality. Thus, at the mostl develrd can
describe spending by all segments combined, for total New Zealand, for total licensed outlets. At the other
end of the spectrum, it can describe estimated spending/sales in one of the 6Qatelgiriesin a single

TA, and for a single mkat segmentThe full capability of the Model cannot practically be covered in this
report ¢ a selection of higher level resudiree however included in the following sections.

Alcohol sales/spend results are generated by the same fundamental prodasstimdt Model. That is,
estimated employment (MECs) for the selected location by each licenceatgamory combination is
multiplied by average alcohol sales per MEC for each licencedtggorywhich is estimated at the urban
location type level. Faxample, if the selected TA is coded as being withain Citie§by virtue of its
urban area the analysis applies the average alcohol sales per MEC for each licencataygpey
associated with Main Cities to each MEC in the selected TA. This gerstaated total alcohol sales by
licence typecategoryfor the selected location.

Total estimated alcohol sales are then disaggregated across market segmestx(agkorts) based on

the average distribution abtal sale€found in the relevant urbalocation type (i.e. purchase patterns in

Main Cities). Sales to each market segment are then further distributed across national default licence
hours and days of the week based on that same dersa@ldataset.

As discussed above, a key assunmptiothe overall sales (demassitle) distribution approach is that

£ O2K2f alfSa |yR LJzNOKFasS LI Gd3G§SNya TmbadlocitioOK ¢!
type. The resulting values from those patterns are simply scaled according thernside and type of
licences found within that TAhe results argenerallymost relidle at the national levelith care needd

to acknowledge the limitations of results at the TA and (to a lesser extent) the urban location type level.

2.7 Overview of Asumptions and Limitations

a®90Qa NBaSINOK YSGK2R2f23& NBftASa 2y | ydzyoSN 2
analysig; several of which have already been discussed abdkat is, assumptions and limitations apply

to the cleaning of the Licence Database, geocoding of licezgtemating the primary ANZSt€gonciling
employment data with licence data, estimating national alcohol sales by outlet type, estimating¢he sha
of total sales that are alcohol related, generating derasidd datasets and the processes in operation
within the ASDMas mentioned abové These have been necessary to fill gaps, link datasets and reconcile
results.

To a considerable degree, the igsttions embedded in the methodology are a balancing process. It is
important to acknowledge that changes to information or assumptions at one point in the structure flow

30Within national default licence hours.
31 Refer the associated Techni&#port for moredetailed discussion of assumptions and limitations for each key step in the
methodology Availdle from HPA upon request.
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directly through to other points. For example:

1 The count of licences by type andegpory in each TA in the (cleaned) Licence Database is
assumed to represent the actual supply side as at June 2014 (but is not easily verified on the
ANR dzy RO @ LT a®9Qa OfSIyay3a 2F (GKFG RFGIc
reconciliation) dighot remove all duplicate licences (or did not accurately group all licences to
a common premises) then this potentially overestimates licences and premises in a TA
respectively. This flows through to the allocation of estimated employment to each licence
which in turn flows through (at the national total) to the calculation of average sales per MEC
for each licence typeategory combination. In tlESDMhis will not impact on the reporting
of alcohol sales at the national level (as it multiplies the ratio back by the same number of
MECSs), but the combination of potential licence esaunts and application of average sales
per MEC ratios at the TA leweill affect the accuracy of the alcohol sales estimates in
individual TAs.

1 Adopting a different price structure for ditence outlets flows directly through to their
estimated sales volume, which would mean the total of off and clublicence salediffers
from the SNZ data on total alcohol beverages for sale. Because of this, it has been very
important to maintain consistency within the assumptions, especially in regard to the sales
structures of different types of outlet. The balancing procassiteant a number of iterations
were worked through, to settle on a point where the total alcohol for sale volume is accounted
for®2, and consistency within the estimates is maintained.

1 The application of demarglde distributions to supplyide estimated the Model necessarily
brings together the assumptions and limitations from both-sadels. Adopting different
estimates or structures in either side (or both) will produce different results in the Model.

Accordingly, the Model results should be taksrwhat they are best estimates based on a combination

of strong information on some aspects (generally covering the main outlet types contributing to the sale
and supply of alcohol), and partial information on other aspects (generally the minortgogs}, and
general understanding of the various types of outlet which sell alcohol. As better information becomes
available, then the Model structure is set up so that itpbentiallybe utilised directly, with adjustments
made to maintain the overaleconciliation with known values such as the SNZ data on the volume of
alcoholic beverages available for sale.

The following report sectionontain a summary of research findings. Section 3 examines -sigply
structures in terms of the count of licergeestimated employment and estimated alcohol sales by type

and category. Analysis is provided at the national, urban location type and TA level. Section 4 examines
demandside structures nationally and across urban location types. It demonstratempditdicence

type according to age, gender, day of week and time of day (and in combination). Section 5 examines
observed changes in demaasitle patterns in the year before the implementation of the SSAA and the first
year after. It reports on actuahd relative shifts in spending between licence types, between licence
categories within each type and across the day and night.

32The analysis was able to account of 98.6% while maintaining other assumptions.

Page |21



3 Alcohol Supply Patterns & Analysis

The research examines estimated sales of alcohol according to a breakdown of outlet type
¢ comprising combinations of club, 9fand onlicence types and licence categories. This
section examines the research findings from the perspective of supply by outlet type. That
IS, what types of premises are selling alcohol and how much are theg%edi contrasts

the mix and scale of outlet types across the four main urban typolagiesy TA

3.1 National Supply Structure

It is useful to understand the main parameters of the alcohol licensing structure. There are an estimated
12,390 licences (Ju2®14), or about one licence per 390 persons, natiotialdf these, 6,911 or 56% are
on-licences (about one licence per 640 persons), while 3,442 (28%)-brerdes (one per 1,300 persons),

and the remaining 2,037 (16%) are club licences (one per Re266ns) (Table 3.1).

While there are some 58 different licence type and category combinations, a number of categories stand
out. Most numerous are restaurants which account for 29% of all licences (and over half-i¢eticas),

ahead of taverns (159%sports clubs (13%), bottle stores (8%), hotels (8%) and grocery stores (4%).
Together, these six outlet types account for over three quarters of all licences. At the other end of the
spectrum there are several licence categories with very low repregemtacluding TAB outlets and music
studios (1 each), hospitals (2), distilleries (9), as well as conference centres (8) and casinos (6).

However, while the number of outlets is an important indicator of overall accessibility to licensed outlets,
the mapr differences among types in sales per outlet means that the supply picture is quite different in
terms of $ sales and volumes sold. This is discussed furthection 34 (Table 3, page36).

3.2 Supply Structure by Urban Location

The geography of theadhol supply structure is also important. While there is limited difference between
different parts of New Zealand for the main types of outlet (such as restaurants and bottle stores), there
are regional differences for the less numerous tyjedle 22 (pagel8) showsthe geographies which

have been applied in this research, vathreakdownof Main Cities, Large Regional Cities, Other Regional
Cities, and th&est of New Zealan@nd TAs allocated accordingly)

This geographic structure has been appiteceflect expected differences in supply and demand between
types of (urban) location@nd the rest of New Zealandyhile still accessing sufficiently detailed data to
offer robust assessment. Anecdotal evidence suggested that the structure of thel algoplyside would

vary, with larger cities having greater incidence ofliaence clubs, bars and licensed restaurants,
compared with other parts of New Zealand. Associated with this would be sales patterns extending later in
the evenings and poshidnight, reflecting the more comprehensive hospitality and entertainment sector

in Auckland, as well as Wellington and Christchurch.

33Based on the usually resident population, SNZ.
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Table3.1 - National Matrix of Licences by Type and Category, 2014 (Clpatezhse)

Share of

Licence Category . : : . Total
licence licence Licence Licences | .
Licences

Off- On- Club Total

Adult

Aero Club - - 20 20

Airport - 16 - 16

Auctioneer Endorsed 12 - - 12

Bottle Store 979 4 - 983

Brewer 48 10 - 58

BYO Endorsed - 174 - 174 1%
Casino - 6 - 6 0%
Caterer Endorsed 172 7 - 179 1%
Chartered Club 129 1 284 414 3%
Combined Sports Club - - 128 128 1%
Complementary to type of goods sold 6 - - 6 0%
Complimentary 99 1 - 100 1%
Conference Centre - 8 - 8 0%
Conveyances - 202 - 202 2%
Country Club - - 14 14 0%
Cultural Club - - 11 11 0%
Distillery 9 - - 9 0%
Function Centre 1 194 - 195 2%
Grocery Store 452 3 - 455 4%
Hospital - 2 - 2 0%
Hotel 287 646 - 933 8%
Location 18 - - 18 0%
Mail Order 172 - - 172 1%
Music Studio - - 1 1 0%
Nightclub - 35 - 35 0%
Other - 3 - 3 0%
Restaurant 19 3,597 1 3,617 29%
Social Club 5 - 91 96 1%
Sports Club 1 98 1,485 1,584 13%
Supermarket 347 - - 347 3%
TAB - 1 - 1 0%
Taste 1 30 - 31 0%
Tavern 341 1,535 - 1,876 15%
Theatre/Cinema - 83 2 85 1%
Tourist House 16 157 - 173 1%
University/Polytechnic 1 21 - 22 0%
Wine Maker

Total Licences by Category 3,442 6,911 2,037 12,390
Share of Total Licences 28% 56% 16% 100%
Source: National Ligour Licence Database, Ministry of Justice June 2014 (modified by M.E)

Table 3.2 andrigures 3.43.5 and AppendixC contain a summary of licence numbers and estimated
employment (2014) for each of the urblrration types used in the analy<iszerall, Main Cities account
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for 4,744 licences (38%), Large Regi@ités account for 1,558 licences (13%), Other Regional Cities
account for 1,091 licences (9%) and the Rest of New Zealand the remaining 4,997 licences (40%).

Table3.2 - Summary of Licences and Estimated Bgmpent by Urban Location Type

Count Share by Location Type (%) Share by Licence Type (%)

Location Type L . L . L .
yp plub .Off .On TOTAL F:Iub .Off .On TOTAL plub 'Off .On TOTAL
Licence Licence Licence Licence Licence Licence Licence Licence Licence

Licences 2014

Main Cities 560 1,166 3,018 4,744 27% 34% 44% 38% 12% 25% 64% 100%
Large Regional Citie$ 245 379 934 1,558 12% 11% 14% 13% 16% 24% 60% 100%
Other Regional Cities 221 271 599 1,091 11% 8% 9% 9% 20% 25% 55% 100%

Rest of New Zealand] 1,011 1,626 2,360 4,997 50% 47% 34% 40% 20% 33% 47%  100%
Total New Zealand 2,037 3,442 6,911 100%  100%  100%

Estimated Employment (MECs) 2014 *

Main Cities 2,719 20,879 34,764 58,362 28% 39% 48% 43% 5% 36% 60%  100%
Large Regional Cities 1,188 7,853 10,615 19,656 12% 15% 15% 15% 6% 40% 54% 100%
Other Regional Cities 2,806 5,724 6,530 15,060 29% 11% 9% 11% 19% 38% 43% 100%
Rest of New Zealand| 3,013 18,786 19,826 31% 35% 28% 31% 7% 45% 48% 100%

Total New Zealand 9,726 53,242 71,735 134,703 100%  100%  100%  100%

Source: M.E - Alcohol Supply and Demand Model (2014). Refer Appendix C for further breakdown.
* MECS - Modified Employment Count (Employee Count plus estimated working proprietors), Employment Duplicated for Multi Licences, excludes conveyance licence

An obvious feature in this summary is the ubiquitous nature of the main licence categories, with widespread
incidence of sports clubs and chartered clubs, bottle stores aditerite outlets attached to clubs and
hotels, grocery and supermarket iffences, and odicences in hotels, restaurants and taverns. Another
feature is the generally small size of eligence outlets throughout the country (in termseadtimated
average persons employed), reflecting the pattern of often-firagt operation and wekend focus of

many clubs. A third feature is the generally larger mean size of outletshtath€ities, especially among
on-licence outlets, reflecting the larger population base and available market in those centres.

Figure 34 portrays the incidencef licence categories across the four urban location typologies. Figure 3.
portrays the incidencef licence categories across the four urban locations in terms of employment rather
than licence numbers. This provides a clearer picture of the importétioeMainGties within the overall
alcohol supply sector.
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Figure3.1 - Mean Employment peClubLicence by Category & Urban Locag6t4

Club Licences by Category
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* The high value associated with Social Clubs in Other Regional Cities relates to two social clubs associated with large employers
(a hospital and power company) and does not reflect the number of employees associated with running the social clubs. Itis an anomoly
and results from the limitations of the available data.
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Figure3.2 - Mean Employment peBelected Off.icence by Category & Urban Location 2014

Off-licences by Category (Some Exclusions)
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Figure3.3 - Mean Employment peBelected Oihicence byategory & Urban Location 2014

On-licences by Category (Some Exclusions)
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Figure3.4 - Distribution of Licences by Outlet Type and Urban Location, 2014

Share of Licences by Type-Category Combination and Urban Location
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Figure3.5 - Distibution of Estimated Employment by Outlet Type and Urban Location, 2014
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