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ABSTRACT

The study investigates the behaviour of Retail Purcha-
sing Patterns during Economic Cycles and concentrates

on the Liguor Market with specizl emphasis on the

Spirit Eiquor and Beer Markets.

*

The basic hypothesis centres on the widespread belief

that the Liquor Market iz immune to Ecopomic Cycles and
that there is a general growth trend in Ligquor sales in

times of both economic growth and decline.

%
.

&4 secondary hypothesis proposed is that Liquor with a
perceived high status will be 1less influenced by

economic c¢ycles than will Ligquor with a low status.

In order to test these hypothesis, dats was obtained to
reflect ¢&otal BRetail Liquor Sales,. Economic Cycles
were mmnmwwwmwmm wncs Government and other recognised
scurces including the University of Stellenbosch Bureau

of Economic Research.

The data was then processed in a form acceptable for
etatistical testing. & linear correlation was carried
cut between the data representing the total BRetail
Sales and selected indicators of the South African

Economy. The results of this correlation indicated a

{i)




relatively high level of positive correlation between

the two variables.

On the basis of these results it was
Retail Sales of Spirit Liquer and
economic <c¢ycle pattern but exhibit

tics.

In additiom the perceived status of

Beer has no noticeable affect on

concluded that the
Beer follow the

lead characteris-

Spirit Liquer and

the retail sales

behaviour pattern. This implied that both the basic

and. the secondary hypothesis were

sequently were rejected.

invalid and con-
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CHAPTER- 1

1 W-T-R-0-D-U-¢-T-1-0-N

IHTRODULTION: AND- EASIC- EYPOTHESIS

This report sims to investigate Betail Purcha-
sing Patterns during Economic Cycles. In parti-
cular, this report will conesider the behaviour
of the Liguor Market in South Africa and focus

en the Spirit Liquor and Beer Markets.

There is a wide spread belief that the Ligquor

Market is generally unaffected by " economic
cycles. It is felt that in "good times" or
economic growth and prosperity, Liquor is

[ T

consumed to celébrate this state of success.

Conversely, in times.. of economic downturm,
alcohol is <consumed in an attempt to "drown
one”s sorrows", Thus the consumption of alcohol
would, {based on the above premisel} appear to be

independent of the performance of the general

economy as a whole,

This concept of Liquor being immupre to the

behaviour of ecomomic c¢ycles is supported by the



finding of C.E.V¥. Lesser (1) where he notes on

page 32, oL

"Income elasticities of about 0.3 to
0.7 are found for the remaining groups
including “"Alcoholie driok" and
"Tobacco"™ which thus seem to rank as
conventional mnecessifies according to

the pattern of consumer behaviour".

Since the Liguor Market {i.e. Alcoholic drink)
can be considered as a "necessity", the beha-
vigur of this market can be expected to be
similar to that of other basic pecessities, e.g.
Fooé and Groceries.

With the exception of a period of twelve months
during 1977/1978 when percent change of GDF was
of the order of Q-H}ﬁrﬁ cent, both Food and
Groceries showed a positive year on year volume
growth varying Dbetweer 3 per cent and 12 per
cent over the period 1976 to 1982. (2) During
this time period the economy moved through a
decline phase wup to the end of 1977 a growth

phase uvp to mid Hmmw. after which it moved back

inte state of decline.



Thus the original generalisation of “eood
time nmmmwnmmmcﬂ and bad time ncwmoﬂwnwcﬂ=u
supported by categorisation as a mnecessity
product, resilient to the effect of economic
cycles gives rise to the hypothesis on which
this paper 1is based. This can be ©&stated as

follows:

2

"The Retail Spirit Liquor and Beer
Market Sales are largely independent

of Economic Cycles™.

THE - NATURF- - OF: THE- LIQUOR- MARKET - AND: - THE
SECONDARY- BYPOTHESIE

The Liquor Market can be broken into four major

categories, :

Spirits
Unfortified {or natural) Wines

Fortified Wines

Eeer

These will be defined more closely later cmn.

Drinking is usually a social cccasion. Over the
years certain types of alcoholic beverages have
become assccciated with certain social occcassions,

and more specifically, certain social classes.



1,3

As a result there is &2 definite level of staztus
attached to éach class of alcohol., Generally
speaking, the ranking is as given above, with
Spirits thaving the highest status and Beer the
lowest. This will alsoc be examined and tested in
this paper.

This perceived status gives rise to a secondary
hypothesis which .mm based on the concept of
higher status Liguor being sssociated with upper
income CONSUMETS. 45 these consumers’ incomes
will ©be less likely to be affected by econonmic
cyclical activity and they will be less 1likely
to give wup their luxury status in times of
economic downturn than low income consumers, the

secondary hypothesis can be stated as follows:

L

"High Status Liguor «will be less
affected by Mnoaoawn.nmemm than Low

Status Liguecr".

SELECTION- OF- THE- LIQUOR- MARKET

In order to test nﬁmmm hypotheses, wuse will be
made of the categories of the Liguor market at
either end of the spectrum i.e. Spirits and
Eeer., Fines, vonww Fortified and Unfortified

will be omitted for the following reasons;



- as a group, Wines contains prodects that
range from very low status to very high
status. As such, wines do nmot represent any

single level of status.

- the number of sub—groups of varying price and
etatus would require an analysis beyend the

-

scope of this report.

4 breakdown, based on data provided by E.

Snell and Co. (3) is as follows;

Size- {m1)------5-000--2-000--1-500--1-000--750--375-- 200
WINE- TYPE

Fortified 2 22 It1 23 9
Dnfortified

Low priced 51 51 38 5 43
Unfortified a

Hediur priced - 217
Unfortified . T

High priced 116

Sparkling 24

The Unfortified V¥ines are further subdivided
into the generic subdivision of White, Rose and

Eed.

In suvomary therefore, the objective of this

*

paper is tec examine the behaviour of Retail




Purchasing wmnnmﬂﬂm during Economic Cycles, by
concentrating- on the Spirit Liquor and Beer
Segments of the Liquer Market. It is suggested
that the Liquor Market, because its consumption

is associated with both growth pericds {celebra-

tion) and Tecession times ("drowning ones
sorrows") and because of its =mn=Mm as =&
necessity product is Hmmmmuw unaffected by
Economic Cycles, A secondary hypothesis

presents the idea that higher status Liquor
being asscociated with higher income <consumers

will show less correletion with ecomnomic cycles

than low status Ligquer.

FATr e S

7 In order to test the validity of these hypothe-

sis it will be necessary to research two ma jor

| areas.

el

These are; -

! - the Spirit and Beer Markets

- Economic Cycle Indicators

The data for the Spirit and Beer Markets will be

based largely on informationm provided by the
4.C, Nielsen Company (Pty) Ltd, {4} The
Economic Cycle Indicaters will be those publi-

shed in Trends. {5)




(2)

(3)

(4)

(5)

Lesser C.E.V. "Commodity Group Expenditure
Functions for the United Kingdom 1948-1957".
Econometrica: ¥01.29- No..l January 1961,

A.C. Nielsen Company "Becessions-don”t- last- - for
ever"” Presentation by A.C, Nielsen Company

Auvgust 1981.

Computer printout of all1 Liguor Products,
produced by Data Generics {C) 1981,

A.C. Nielsen Company {Pty¥) Ltd.: Data based on
a 10X sample with a 95% confidence level  was
provided by 4,0, Nielsen. This is data rrovided
to the Liquor Manufacturers and is accepted by
the industry as a true reflection of the market
place.

Laubscher J.J., Trends. PBRureauw for mnvﬂoﬂwn
Research University of Stelienbosch.,




CHAPTER 2

—

DEFINITION- OF THE- S5OUTH- AFRICAN- SPIRIT- AND- BEER: MARKETS

2,1 IXTRODUCTION

By covention the South African Liguor Market is
Y

broken up into four main categories,

- Spirits
'~ Unfortified (or Natural) Wines
- Fortified Wines

-~ Beer

These are briefly defined as follows: (1)
SPIRITS

There are five main products in this group being
Brandy, Whisky, Cane Spirit ﬁnﬂmbw. Gin, and
Yodka. The remalnder a&are classified as

"Other Spirits". 2411 have as their common base

alcohol which is produced by distillatiom of a

fermented fruit, grain or cane product.

BRAXDY is distilled natural wine

CANE- - SPIRIT f{or Cane as it is now called) is a

crystal clear spirit distilled from fermented




molasses {a by-product of sugar).

GIN is a mneutral spirit of either grain, sugar
cane or grapes, distilled or redistilled with
juniper berries and other aromatics.

YOoDKA is & colourless grainm spirit without
aroma or taste.

WHISKY is the spirit obtained by distillation

{(in Scotland) from & wash of cereal grains
saccharified {converted to sugar} by the enzyme
deastase.

OTHER- SPIRITS include American, Canadian, South

African and Irish Whiskeys, Rum, Tequila,

Liquers, Eourben.

UNFORTIFIED: {NATURAL) WINE

HATURAL- - WINE is the fermented juice of freshly

picked grapes.

SPARKLING- - - WINE is a natural wine that has

undergone a second fermentation process either

in the bottle or in fermenmtation tanks.

FORTIFIED- WIKE

FORTIFIED- - WINE is wine to which grape spirit

has been esdded.

There are four main types of fortified wine -

Sherry, Port, ¥ermncuth and Dessert.




BEER is the generic term covering all malt
drinks. It is ©brewed from malted barley,

flavoured with hops.

As stated in Chapter 1, Tthis report desls only

- *

with the Spirit and Beer Market as defined

above.

THE- NATURF- OF- THE- SPIRIT- MARKET

The five products which will be considered in
this report are Whisky, Erandy, Cane, Vodka and
Gin. Gther Spirits, which comprise numerous
hybrid and specielity distillations such as ERum
or Teguila will mot be included. This omission
ﬂwHHnonmmmmnnnrmnmmnunmmmmnrmwmuwnmﬂm

comprise less than 0.8% by volume of the total

Liquor Market., (2)

The five products can be further broken up inte
three sub groups;

1. ¥hisky

2., Brandy

3. Cane Gin and Vodka

10




Sometimes Whisky and Brandy are grouped together

and referred to as Brown Spirits. Group 3,
Cane, Gin and Vodka are referred to as White

1 .

Spirits,

THE- EROWH- SPIRITS

Whisky and Brandy differ frowm the White Spirits
in that their guality is judged primarily by

their age {(or matuvrity). This gives Tise to

three loosely defined groups;

Fremivm lines
Proprietary (or Prop) lines

Fon Proprietary (¥on Prop or Rebate) lines

It wmwst be stated that there are no hard and
fast lines distinguishing the three groups,
other than the minimum maturation periocd whick
is three years. A Premivm product is a well
matured {eight years or longer well esteblished
expensive produecet, Typical exazmples are Chivas

Regal Whisky or K.W.V¥. Brandy,.
A Proprietary line is a well eetablished

product, blended to conform with tbe minimuom

legal age and strength requirements {3). This

11



requires a minimum age of three years and an

-

alcohel content of 43 per cent by wolume.

A Hon Proprietary line is usually a newer, less
established product. Its blending will probably
comprise a higher proportion of the less matured
components making it less expensive. The
product will not be supported by the level of
gdvertising for a Proprietsry line and will

therefore retail at & lower price.

THE- WH1TE: SPIRITS
White Spirits differ from Brown Spirits
primarily in that there is no ageing and hence
no true blending. The basic alcohel for all

three White Spirits is often from the same

EQuUrce. Product differentiation is achieved by
further refinement and addition of «certain
flavouring agents. The major product

differentisting factor 1is the 3 pack and the

accompanying advertising.

As White Spirits do not improve with ageing or
maturity, there are no Premium White Spirits.
There 35 however the same differentiation into
Proprietary and Non-Proprietary PBrands as for

Brown Spirits.

12



THE- DIFFERENCE: BETWEEN. PROPRIETARY: AKD- -

———

PEOPRIETAEY- LINES

e e - ——

- .

Whilst there is a discernable guality difference
in the Premium brands there is no similar
difference between Proprietary and Kon

Proprietary brands. ~ The only factor which
distinguishes one from the other is price, with
Proprietary brands being more eXpensive, An

examination of the structure of these Lwo

classes reveal the following facts;

- the cost price of all Froprietary brands are
the same irrespective of mcuuuwmn.

~ Lthe retail price of atl Proprietary brands
within maw one gutlet is the same. Thus one
Proprietary brand will not have any price
advantage over any other.

- there 1is no mcmoﬂcnm definition of what
constitutes a Proprietary Wﬂmﬂm. other than
price., Thus a supplier, wishing to upgrade a
product into & mwowﬂwmﬁmmw brand will
increase the #wowmmmwm pFrice to bring the
product iptc line with other Froprietary
brands. It is now deeved to he & Froprietary

WHmum. ﬂwm wmmmoﬂmonmcwHWﬁwwmtwpw

usually be to take advantage of the increased

profit associated with the increased whole-

13



sale price. FHaturally there will be in-
creased nmwnm. the main being advertising and
promotion, to maintain the Proprietary brand

s image,

The number of labels in each category wvaries
continually as products enter and leave the

market. An estimation of the breakdown is given

in Takle 1.

TABLE-1

—

BREAKDOWN- - OF: THE- SPIRIT- MARKET- BY- PRODUCT- QUALITY {(4)

———

{(Rumber of Labels}

Brandy 9 12 21 42

Cane - 3 10 13

Gin - & 6 12

Vodka - 2 g 11

Whiesky 43 14 13 (1) 70

Gther

Spirits 136 (2) .
Hotes: {1) This figure does not include house

brands i.e. Whiskies imported for the
importers sole use.

(23 This figure inclvedes imported exotic
liquers awvd, loecal aperitifs which do not
fit imto any of the three headings
identified.

P4




2.2.4 BEIRIT- PACEING

Spirits are packed in three sizes by volume, as

i fellows:-
Size- {ml) Common: Trade- name
750 Bottle or quart
375 . Balf bottle or pint
200 Nip

Kote: The pint and quart listed here are the
reputed type and are commonly wsed im the
trade to mmmnﬂwwm the 375m1 and 750ml
bottles. The actual metric measuvres cof
these reputed types sre 378,8ml and

757 ,6m1 respectively. (5}

Other standard but less popular packs include
the miniature (50ml) the litre (16G00ml) the nto
litre (2000m1) and the gallon (&4500ml). There
are alsco packs in various shapes such as wmotor

cars, figurines and oddly shaped bottles, all

contairing wverious emounts by tolume., These
vnusually shaped packs are however uswally
restricted to exotic imported liguers and

aperitifs and as such do not constitute as a
large percentage of the market by volume, -
less than G,5% by volume, {Source A.C. Nielsen

ref. $01-001-L51-0004-1311)

15




THE- NATURE- OF- THE- BEER: MARKET

The Beer market is unique in that there is only
one local supplier — the South African Breweries
Led. The major brand nawes are Castle Lager,
Lion Lager and Carling BElack Label, which
together wmake up approximately 80 per cent of
the Beer Karket. The remainder of the market is
made up of Lion Ale, Hamsa, Amstel and Castle
Milk Stout, as well as some imported limes,
With the exception of Amstel and Castle Milk
Stout, each of which comprises less than 3 per
cent of the market, all of the locally produced
beers rtetail at the same price. There is
therefore no price incentive for the consumer to
switch rﬂmﬁmm and selection of & particular
product will be made on criteria octher than
price.

BEER- PACKING: AND-

—— | ———

|
o
1=
[42]
rd
=
" -
12
1o

Beer it supplied in three pack types,
— Returnable bottles 75Cml and 340ml
- Kon Returnable Bottles (Pumpies) 340ml

- Cane 340ml

In addition, both the Can and the Kon Returnable

Bottle are supplied in 450ml.

i6



The breakdown for consumption according to pack

size ies given in Table 2 below.

TARLE- - 2

COWSUMPTION- OF- SOUTH:- AFRICAN- BEER- BY- PACK- S1ZF

Fack Size 750ml 340m1 340m1 340mI  450ml Total
Bottle Eottle N, R. Cans Cans
Bottle

Percentage of
Total Market 54,3 7,8 17,8 18,1 12,0 ipo,o0

Equivalent Price
of contents per
litre 83c Qhe 1,32 1,40 1,35
(SOUVRCE A.C, Nielsen ref. 509-001-151-0005)
From the above it can wm‘mmmu that the market
for returnable and disposable packs is roughly
equal - 52,1 per cent and 47,9 per ceunt respec~
tively. It i5 clear however thet the consumer
is prepsred to pay for the convenience of
disposable pack. Whereas Beer inm <returnable
containers costs from 83¢ to %4c per equivalent

-

litre; Beer in disposable packs varies <from
i

£1,32 to R1,40 per equivalent litre. This

preference for disposable packing is due mairnly

to the following characteristics of Beer

consumption:.

17




COMPLETE- CONSUMPTION

L

Unlike Spirits where a drink is poured and the
bottle is 1retained wuntil the next drink is
Tequired, the entire contents of a Eeer
container are conmsumed. In fact once the bottle
is opened, its vsefulness as a contsiner is
limited. It is not designed to be resealed by
the consumer of the exposed product and it will
deteriorate to unacceptable standards in less
than one hour, From the consumer”s point of

view there is mno practical advantage to a

reuseable Beer pack,

CONSUKPTION: ENVIRGNMENT

Consumptien of ©Peer is very wmuch a social,
outdoor affair, This fact is realised by the
advertisers whe constantly use the outdoor
theme, incorporating a number of pPersocns

.

enjoying the product in an environment of
friendship and comaraderie, . This fact is
supported in a study produced by Kewsweek (6) of
the American Liquor.Market, which indicated that
Beer was most likely to be consumed at picnics
or gporting events, In these situations, people

are less 1likely to wamt to cerry home empty

goods after the event ., The tendency would

18



therefore be to look for a pack which would be

disposable after consumption.

(13

(2}

(3}

(4}

(5)
(&)

§.4,- Licensees- Guardien: 1583, Ramsay Son and
Farker Ltd.

¥onthly Statistics produced by the A.C. Fiel-
sen Company Ltd. reference. 901-001-L51-06G4~1311

Wine- - and- Other: Fermented: Beverasges: and - Spirits
Act--1857 -~ Statutes of the Republic of South
Africa.

Computer: - Printout-of-all--Liguox: - Produced,
Froduced by Date Gemerics (c) 1581. Provided by

E. Snell & Co. (Pty) Ltd.

Total Research Corporation MA-Study of- Beverazge
Alcohol-- Consumption: - Fatterns:---Occasions - and

Lifestvles"” Prepared for Fewsweek, Inc. Pg. 106-
107 T
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Chapter- 3

AN- EXAMINATIONR- OF- THE- STATUS- OF- THE- SOUTH

AFRICAK- LIQUOR- KARKET

e e . ——

INTRODUCTION

—

In order to test the secondary hypethesis, it is
ﬂmﬁmmmnnwmwwmﬂnommmwﬂmemﬁﬂmwnmmﬂmnmw

terms and then to eXamine this concept in the

contest of the South Africap Liguor Market.

S5tatus is defired in theé Shorter CGxford English
uwmnw0ﬂmnw Yel. II as, "Position or standing in

society”.

This is a very broad definitionm and as such does
ot have any clearly defined parameters. Status

is aleo extremely subjective simnce it is beoth

imposed on, and evaluated by the same body i1.e.

society. This loose definitiom coupled to the
i

persconal deternirnatior of the status of things

allows a tremendous zmount of leeway in
establishing a product”s status in society.
This chapter will examine this concept as well

as some studies on the statvs attribvted to

Liguor both ir South Africe and in Awerice,

20



———— —

STATUS- IN- TERMS- OF- PERCEIVED- BEREFIAS

As & truism it is reascnable to state that manp
will strive for the highest possible status in
society. One way of doing this is to surround
himself with things {i.e. possessions} which
have a high status in society. The difficulty
again arieses as to how to measure this status.
In an attempt to do thiszs, wuse will be made of

concept of SPACED berefits, derived by Talbot

E. Smith (1}

§ - BSAFETY - how does it relate to my
T security

P ~ PERFORMAKCE - Thow does it perform

A - APPEARANCE - Low does It make me 1look

{tec myself and to others).

C - COMFORT ~ Lhow unconcerned deoes It allow
e to be.

E - ECOKOEY - bow economically does it
achieve ite performance

I - DURABILITY - bhow long will it last.

i
Co a technical level e.g. a piece of machirery,
these are relatively easy to measure, on a semi
technical level 1less easy and on an expensive
personal consumable itewm, elmost impossible. A
comparisonr for three examples being a specia-

lised piece of nackinery, a motor car and

perfume or Ligquor is given below.

21




TECHIMNICAL SEMI TECHNWICAL EXPENRSIVE

MACHINERY KEOTOR CAR FERSONAL
‘ CONSUMABLE
PERFUME/LIQUOR
SAFETY It is safe It is safe Fo reasl effect
PERFORMANCE Does it meetl Does it meet Does it meet
makers specifi- makers and my my objectives
cations specifications
APPEARANCE Ho real impor-— Lo X.feel good Lo I feel very
tance good
COMFORT Is it dependable Is it convenient Ko real effect
ECCNOMY Is it ecoveomical Is it reascpnably No real objec-
economical tive
DURABILITY W®Will it last ¥ill it last Ko real effect

dn examination of this table indicates that only
the Appearance and Performance benefits appear
to be of any consequence when considering
Ligwor. 4 further examination of the SPACED
benefits reveals that these two benefits are the
ones that 7Teflect that status of the product.
Safety and Comfort relate to how secure and
"pntroubled" the produckt allows the user tc be,
whereas Economy aud Durability telate to the
concept of value for money. Thus if Appearznce
and Performance are in fact the benefits wmost
nucmmﬂw associated with Ligquer, then this will
serve to¢ indicste the high perceived status of

Liquear.
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As a first attempt to evaluate the relative

importance of the SPACED benefits im the Liquor

Market, a number of advertisements were exa-

mined, Each benefit was scoregd as follows:-

- not referred to 0 points
~ referred tc or mentioned 1 point

- referred to positively 2 points
- main theme .w points

The results are given in Table 3 below.
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TABLE- 3

SCORING- OF- BENEFITS: IN- 22 RANDOM

ADVERTISEMERTS- FOR- LIQUOR
PRODGCT s r & € E D
KEALUA L} 0 3 0 1] 1]
VICERDY 0 3 1 1] 1] D
'BOCHENDAL C 3 1 0 0 0
DROSTDY-HOF 1] 3 1 1] 1] 1]
PREMIER GRND
CRU ¥ 3 z 1] 0 1]
GOLLIEN CCTOBER 0 0 2 0 3 0
L4 ROGCHELE 0 3 s K] 0 1]
GATO (] 2 3 [ 0 1]
CIBZAND 0 2 3 G Q 1]
OVDE MEESTER 4] 3 1 0 0 1]
BAPOLEOH C C 3 G ] 0
GILBEYS GIHN 0 2 3 0 0 0
SHMIRKOFF ¥ 3 2 G g G
MAINSTAY 0 H 3 ] ¢ 1]
JOHN®RIE WALKEE 0 2 3 O ] 1
LORG JOHN ] 3 1 ] ¢ 1]
J & B 1] 3 2 1] ] 0
EELLS O 3 1 ] 0 0
BLACK & WHITE 0 ] 3 f] { 0
WHYLE & MACKAY t] 3 1 1] 4] 0
IRISH VELYET 0 3 0 Q 4 1]
CASTLE LAGER - O - 3. . C [ R -2-
a 48 4] L 3 3
AVFEERAGE 4] 2,18 1,86 4] 0,13 0,13
POINTS. TOTALS
3 i] 13 B [ 1 4]
2 0 4 5 0 0 1
1 ] 1 7 (H C 1
0 - 22 - - & 2 - 22 - 21- - 20
22 22 22 22 22 22
Source - Hotelier & Caterer October 1983

Raturally there will be a certair amount of
subjectivity in drawing up such amn evaluation,

Fevertheless, it is c¢lear that {persornall

24



Performance gnd Appearance have the highest

rankings with Durability and Economy showing a

lesser ranking, and Society and Comfort be:ing

rated last.

The deductions that can be drawn from this are

as follows:- -
1. Performance, in terms of how "good" the
product is, is rated highest. Words like

"highest purity”, "selected grains and malt”
“ine taste of real Scotland” are aimed at
implying that the product is the best. By
jmplication, the consumer must be -"of the

best™ i.e. have a high status.

2. Appearance, both subjective {"how will 1
feel about myself"} and objective {("how will
T 1look to others™) is a theme expressed by
almost all the advertisers. The idea being
that those desireable mmwmmwmunmm mmmmnnmm

in the advertisenenkt are associated with

situations in which the preduct is consumed.

3. Economy and Durability have vexy low
ratings. This is easily understood for
Purability, since there is no need for =

consumable product to endure & leng life.
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Economy does not mean low cost, but rather

"value for money”.

Since this has & low rating it implies that
price is of little importance., The
advertisement for J & B Whisky in fact plays

on this theme, by shewing priceless objet

d°art and the words "True pleasure is rare”,.

The concepts of Sefety and Comfort which are
inter-related have almost no importance.
This is of interest in that it implies that
even if the product has a certain health

hazard it is of 1little consequence in

evaluating its status.

From the above it can be seerr that oconly
Appearance and Performance featured in any
significant level i the advertisements
considered. Economy and Durability played
mincr rvles, whereas Comfort and Safety were
completely ignored, Lppearance and
Performonce are major factors in determining
gtatus, The conclusion that cen be drawn
therefore, is that Liquor is a product whose

rain benefits atre perceived as relating to

status.
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mmmnmmamw.maprmm-nm.wmmwmm-mz.qmw.macem‘.mwmmnmw
HARKET T . . ‘

A study hae been carried out by the Bureau of
Market Research entitled “Status associated with
Product ©Groups and Retail Gutlets, 1980" (BHR

Pretoria 1S81).

In Chapter & of the above mentiomed study an

attempt is mwade to answer the gquestion.,

"WUhat characteristics differentiste high and low

products in the respondents mind?™

The wuseable sample comprised 275 White and 273
Black persons, both male and female. The Black
sample was érswn from Soweto and Umlazi and the

White sawple from Durban aund Pretoria.

The characteristics which differentiate high and
low status alcoholic beverages for ¥Fhites and
Blacks are given in the tables which follow.
{Reproduced from “Statuvs assccisted with Froduct

Groups ard Retail -outlets 1%80" (B¥R Pretoria

1981} Pages 5C-51.)
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WHITE- SAMPLES

High Status Low Status
Stated z Brated z
Cheracteristic/type characteristic/type
Men
¥hisky 38,7 Beer . 35,1
Wines/ftable ﬁwmmm‘ 11,0 BEBrandy 22,1
Brandy ¢,0 Wine - 18,6
Ligueur ©,0 Cane c,7
Imported Liquor £,4 Inexpensivefmoderately

priced liquor 4,1

Beer 4,5 W¥Wine in targe containers 2,8
mxwmnmmdm liquor 3,2 All other responses : 7,6
Red ﬂmﬂmm‘ 2,6
Champagne 1,3
A1l other responses 12,3
Total 100,00 Total 100,40
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“WHITE-

SAMPIES A

Stated x Stated 4
nrmHMnnmﬂHmnﬁnanwﬁm nrmﬂmnﬂmnpmnwnaﬂwwm
Women .
Whisky 37,7 Beer . 33,8
Winesftable wines 14,4 Wine 3z,6
Liqueur 13,0 Brandy 13,4
Erandy 7,2 Cane 7,6
Gin - 3,1 Inexpensive/moderately

priced liquor 2,9
Champagne . 2,7 Bherry 2,5
Sherry | 2,4 Whisky 1,4
Expensive ligquor 2,4 411 other responses 5,8
¥odka ‘ m-w
Beer . 1,7
4 large variety” 1,6
All other responses i1,7

— e —————— e

Total 100.6

29

Total i 100,90




~BLACK- BSAKPLES

. Eigh mnmnﬂw Low Status
Stated % Stated 2
Characteristic/type characteristic/type
Men |
Whisky 35,5 Sorghum beer (including
homemade) 33,8
Eeer i3,t
Feer 14,9
Strong tastefstrength 10,3
Spirits : 14,2
Erandy 9,7
: ) Inexpensivefmoderately
Wines 9,0 priced liquor G,4
Spirits 4,8 Wines G,k
Expensive 4,1 Strong tastefstrength 8,8
Large variety 2,1 BEBrandy : 4,1
High guality liguor 2,1 A1l other responses 5,4
All other responses g,3

Total 10,0 Total 100,0
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TBLACK-

SAMPLES

Stated z Stated Z
Characteristic/type characteristic/ftype
Women -
Whisky 27,9 Sorghum beer {including

homemade) 27.1
Strong tazstefstrength 12,4

Feer 17,1
Brandy 10,6 .

Spirits 14,9
Spirits 2,53

Wines 10,5
¥ines 6,0

Strong taste/strength 8,3
Eeer 8,4

Inexpensive moderastely
Extensive liquor 6,0 priced ligquor 7,7
“Discount prices” 3,5 Brandy 3,5
All other responses 12,9 411 other respoenses 10,5
Total 100,80 Total 160,40
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Hot mww‘om.nrm responses detaziled in the above
tentioned tables from the BMR report are
directly related to the Products themselves e.g.
: "a large variety", "discount prices”. A summary

©f the results relevant to the ecope of this

report is given in table 4.

TABLE- &

SUMMARY: OF: THE: RESULTS: OF: THE: 6TATUS: ASSOCIATED
. WITH- LIQUOR- PRODUCTS

-—— - E——— — e ——

WHITE- GROUP
MEN ’ WOMENK
PRODUCT HIGH Low BIGH LOwW
: STATUS STATUS STATUS STATUS
Whisky 35,7 - | 37.7 1,4
Wines/ .
Table Wines 1t,0 18,6 14,4 2,6
Brandy ¢.,0 22,1 7,2 13,4
Beer 4,5 35,1 1,7 33,8
Gin - - 3,1 -
¥odka - - MWH -
Cane - 9,7 - 7,6

Expensive
Liguor 3,2 - 2,4 -

Inexpensive/

moderately
priced Liquer - 4,1 - 2,8
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~ BLACK GEOU?T

HEN WOKEN

PRCDUCT HIGH LOW HIGH LW

STATUS STATUS STATUS STATUS
Whisky ° 36,5 - 27,9 -
Eeer 13,1 14,9 8,4 17,1
Brandy G, 4,1 10,4 3,9
Wines &,C 9.4 5,0 10,5
Spirits £,8 14,2 %,5 14,9
High quality/
eXpeEREive
Liquor 6,2+ - 6,0 -
Inexpensive
moderately
priced Ligueor - 9,4 - 7,7
Sorghum Beer - 33,8 - 27,1
+ This figure combines the valuves for Figh

Gu

The

the

ality and Expensive Liquer.

following <conclusions c¢an be drawn from
above:
¥hisky is clearly perceived as a high status

i

rroduct.
Beer is regarded as 2z low status drink by

¥hites. This is not so prevalent in the Elack

sample, This should however be viewed in tthe

light ¢f the fact that the Black group

includes Sorghum BPeer which is regarded by

the majerity 25 & low status drirk,
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3.8

- Wines &re seen as both high and low status
drinks by =& reletively lsrge percentage of
koth groups. The ¥hite group tended to have
a grester percentage cf Jow status recsponses,

whereas the distriluvwtion in the Black group

is reletively uniform. .

It should bLke moted that these results do mnot
give a2 true pictvre of the status of 2ll catego-
ries of Liguor. This is because thke swvrvey is
framed arourd the questicorn of what characteris-
tics (or products) are regarded as high or low
statvs by the respondent. A truer indication

would be 2n assessment of the statuvs attached by

the respondent to each particular prodact type.

PERCKIVYED- . STATUS- - OF: - LIQUOR: - IN- - THE- - AMERICAN

MARKET

An in depth stvdy has been commissioned by
Tewsweell, Inc. (2) into the American Alcchol
Consumption patferms. One of the objectives of

the study was,

Meevess Lo determine for upscale adult

consumers {aged 21-54}:
-~ preferred beverage(s) whether

alcoholic or mnon alcoheolie in 17
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different situations ranging chroenoloe-
gically from luncheon to after dinner

to before retiring".

The research also mw&mm tc establish the rela-
tionship between lifestyle characteristics and
beverage preferences. Thus although the re-
search was mnot directly orientated to establish-
ing the status of alcoholic beverages in the
American mmﬂﬁmnwam. certain conclusions cen be

drawn from the results,

The method of sawpling involved telephone
interviews with mHnoonwn beverage cConsumers
aged 21-54,. Respondents were qualified as
adulte whoe have at least twoe drinks of an
alcoheolic beverage in a week and who are upscale
in income., Upscale was defined for those adults
in the 23-34 yesr age group bracket as Thaving
household incomes of $25 000 2z year or more if

1
they were 35-34 years old. The¢ research was

carried out in September 1981.

With regard to the status of Alcoholic Feverages
the results of this study inte the Americen
Llcohol consemptior patterns revealed the

fellowing:—
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- those that drink beer ere more likely to be
younger and wunmarried and more likely men
than women.

- older mwore affluent college educated people
are more likely to drink whisky.

-~ Beer is most likely to be consumed at picnics
barbeques and sporting Mﬂmﬂnm {64 per cent of
respondents)

- Whisky is primarily drunk at parties,
discotegues and night clubs (1¥-11 per cent
of respondents),

- Gin 1is drunk in a number of situatieoms, but
not by more than L0 per cent of respondents
in any cone situation.

- Brandy was not drunk by more thav 3 per cent
of resporndents in any situvatiomn.

~ Vodkz tends to be preferred by comsumers in
nanagerizl or administrative occupations.

- Gin is wmore likely to be choser by college
educated than by rural consumers.

The above would seem to reinforce the concept of
Beer being an informal middle class drink
whereas Whisky is mere usually mmmonmmnmm with
the upper strata of society. Vodka and Gin both
zppear to be mmﬂoﬁﬂmn by the higher levels of

society, but not to the same extent as W¥hisky.

Ko siwmilar evidence was noted for Erandy.
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As far 22 ¥Wines are concerned, the results

indicate that

"Wine appears to be a versatile Leve-
rage consumed at casual social meals
a8 well es meals with business
associates. It is also consumed at

geocial events both in and outside the

"home such as,

Party in the home

Friends in the home after dinner

1

Party outside the home

Party before dinner" (3)

In all these situations, 26 per cent or more of
the respondents consumed wine.

The observation that Wine 1s a “versatile
teverage” consumed at varicus sitvations would

seem to indicate that Wine can have both high
3
and low status characteristics. This reflects

the South African experience where Wine can be
associated with a cheap low class product or a
noble cultivar blerded to sstisly the tastes of

the upper echelons of society.
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CONCLUSIONS

It is clear that Whisky wm generally regarded as
being a drink asscciated with the vpper classes
of society. Although there may be some debate
as to the exact ranking of the remairing major
Spirits being Gin, ¥odka, Brandy (and Cane for
the Sowth African market) the conclusion of the
findings discussed above would indicete that

these beverages are also associated with  higher

social classes.,

Beer on the other hand makes mno such claims to a
high position on the gocial status ladder. It
is generally regarded as a beverage to be

consumed at informal "etatus—free”™ occasions.,

In terms of status, FBeer can be considered to

have a "low" status.

The position rTegarding Wine is nmot as clear cut.
The products of the Wine category are S0 varied
that it is possible for Wine to be positioned at
any point on the Alcohel Feverage Statuvs mnmwm.
A cheap wine, bottled from the residual
fermentate will be positioned below evep Eeer.

4 superbly blended well ratured Teéd WwWline <Can

rate even highker than an aged Whisky. ds &
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{2)

(3)

group therefore, it is not possible to attach

cammowﬂ.mﬂmncm te Wine,

Emith T.E., Success: Through: Selling.---A-program

for:- self-develeopment:- and- salesmanship. Fitchell

Pregs ¥Yancouver, Canada
Total Research Corporation. A-study-of: beverage

Alcohol- - Consumption- - Patterns:---Occasions- -and
Lifestyles. Prepared for Newsweek Inc.

- ——

Op Cit
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CHAPTER- &

THE- - RETAIL- MAREET- FOR- SPIRIT- LIQUOR- AND- BEER- IK- - SCUTH
AFRICA

&1 INTROBUCTION

-

Chapter 2 dealt with the Spirit Liguor and Beer
Market in terms of product-definition. In this
chapter, the Retail Market for Spirit Liquor and
Beer in Spouth Africa is defined .n:mmnwnmnwdmww.

This is dealt with in terms of,

- the totel retail market for Spirit Liguor and
Beer, in Rand terms and by volume.
- Annual consumpticn figures for the years 1975

to 1982 inclusive.

This will serve to define the market population
within the boundaries of the research. The data
will then be processed into ap scceptable form

for use in testing of the basic hypothesis.

4.2 THE- RETAIL- MAREET- FOR- SFIRIT- LIGUOE- AND- BEEER- - IN

SOUTH: AFRICA

This is detailed in Appendix I and covers all
the products in the Spirit Liguor Category

(being Whisky, Vodka, Gin, Brandy, Canel} as well
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as Beer. The figures are expressed in thousands
of litres mumemmnw value represents retail sales
measured oqmu a pericd of two months.

This data rtepresents the total South African
retail sales for each commodity listed above for
the perioé FebruaryfMarch 1975 to February/March

1983, inclusive. 4 period of mnine years 15

covered.

Although it would have been useful to go back
even further to cover additional business
cycles, this was not possible, The A.C. Nielsen
Company only began their work in 1575 and seo
records of Retail Liquor Sales in South Africa

prior to 1975 do not exist.

The data is expressed in thousands of 1litres.
Since this is a volumetric and not a monetary
measure it is mot subject to a change of scale
due to the effects of mnmwmnwoaﬁ This implies
that the data is a true representation of the

retail sales behaviour and does not require to

be adjusted relative to a base year.

It sheuld be noted that gach data element covers

a period of two months. This is the form in

which tbe data is provided by the 4,0, Nielsen
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L

Company. The effect of this aggregating two
months data into one figure is to create local
smoothing at each two month nodal point. To
illustrate this wwwan consider the values for
becember and January. ¥Where one would expect a
very high figure for December mcwwoﬂmm by =a
lower figure for January,"® ocnly a single figure

is recorded. The high peak, followed by =

trough is thus represented by a single figure.

The fact that the data is presemted as a bi-
monthly figure presents a problem in view of nrm
fact that the comparative economic growth
indicies pramely the Composite Leading and

Coinciding Hnwmnmmm 2re presented on a8 monthly

basis. The method of handling this incompatabi-

lity will be discussed in Chapter 5 “Kethod”.

YR, - OF- - TEE- SPIRIT- 1LIQUOR- - AND- - BEER

[
i

Figure 1 is a graphical representation of the

data presented in Appendix I , drawn on log/normal
scale, An examimnation of this graph reveals

the fellewing:
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The retai market for Spirit  Liguor 1is

-

unquestionably seasonal with an unmistakable

peak being recorded in DecemberfJanuary i.e.

the Christmas pericd.

The sales for the remainder of the year are
relatively constant, . The exception to this
is EBeer, which shows a definite low point in
the middle of the year. This reinforces the
fact identified im the report produced by
Kewsweek (2) that Beer is most likely to be
consumed out of doors. FNaturally consumers
are less likely to be enjoying the cutdoors

during winter than summer, and Eeer sales

reflect this fownturn accordingly.

A further point to note is that irrespective
of whether the product”s sales are in a
growth or decline phase the December{January

peak is s8till present, This is 1less
prevalert for Gin and Vodka 3ales, but is
shown clearly for all the otbher products,
The inference that can be drawn from this is
that should a product (or a brand within a
product rTange) not experience an upsurge in

sales during December{Jaruary, its continued

production should be gquesticned.
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-

b4 .4 PRICE- COMPARISON

- A direct "like-with-1like" comparison of prices
between Spirits and Beer is mnot simple. The

- former is consumed by the tot {25ml) wusually
with & mixer such as water, soda water, tenic,.

Beer on the other hand is consumed wnadulte-

rated, and wsually by the glassful. In mwmost

cases this can be considereé a5 a pint or half =a

bottle i.e. 375ml. Thus it would seem reason-

able when comparing prices to compare a '"drink"

of Spirits i.e, a tot with a “drink" of Beer

L.e. & pint. This basis for compariscn is done

on an average Retail Selling Price per Drink

Equivalent .

TABLE- 5
CALCULATION OF AVERAGE RETAIL SELLING PRICE
PER DRINK EQUIVALERT - TOTAL REPUELIC
PRODUCT SALES SALES PRICF DEINK NO, OF FPRICE PER
E {mil) 1t (mil} R/1t EGUIV DRINK DREINK
(it) EQULY Eguiv
{it] {Cents)

Beer 144,89 117,23 1,23 0,375 312,6 46
Vhisky 28,17 2,13 13,22 0,025 85,2 33
Yodka 6,98 0.65 10,74 0,025 26,0 27
Brandy 47,31 4,75 %,96 0,025 196,0 5
Gin 1¢,23 1,15 §,89 0,025 46,0 22
fane 16,78 2,13 8,81 ©¢,025 85,2 22
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TAELE- &

* . BREAKBOWN OF MARKET SHARE BY PRODUCT - TOTAL REPUBLIC

PRODUCT SALES PERCENTAGE SALES PERCENTAGE
. Rl 000 000 TOTAL KMAEKET 1 000 QO001t TOTAL MARKET
Beer 144,69 43,6 . 117,23 71,50
Brandy 47,31 14,2 4,75 2,90
¥hisky 25,17 . 8,5 2,13 1,30
Cane 18,78 5,6 . 2,13 1,30
Gin 1G,23 3.1 1,15 0,70
¥odka 6,98 2,1 0,63 0,40
256,00 7¥,l 128,04 78,10
TOTAL
MARKET 332,46 100,00% 163,81 100,002
NOTES:

1. The above figures are calculated on 12 month
voving ezverages as at Februaryf¥arch 19E3,
These resuvlts are based on data supplied by

the A.C. Nielsen Cowpany.

2. The Total Market includes the market for

Spirits, Unfortified Wines, Fortified Wines

ard Eeer.

3. The selling price per Prink Equivalent <can

be influenced by the pack size. The smaller
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packs i.e. 375m]1 and 200ml will cost motre
per equivalent 1litre than the 750ml size.
Thus a product that has a high percentage of
"gales in the smaller pack size will have a
Retail-Selling Price per Drink Eguivalent
that is higher than anticipated.
It should be noted that the Drink Mﬂcwﬂmﬂmnn
Prices are based on the retail sale of Off-
Consumption Tiguor. (3} These prices should not
be confused with prices that would be paid for
Drinks Egquivalent ﬁawnrmmma as On-Consumption
Liguor. Opn-Consumption Liquor is far more
mﬂwmumwdm than the equivaleat cost of Off-
Consumption. This is due to the fact that On-
Consumption mmust include all the accompanying
costs of serving a drink. These include the

cost of laboer, (barman, waiters, washup staff)

the cost of ancillaries {ice, doily, <cocktail

stick and suacks) and the cost of the
WP
i .
environment {(decor ang general furniture
fixtures and fittings). The =actval selling

price of On-Comsumption will wvery enormously,
accerding to the mmmﬂnmnm of the establishment
being considered. 4s & guide, the price for On-
Consumption [Crink Egquivalent is snytbing fror
two to five times the price of Off-Consumptiorn

Frick Equivalent.
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packs i.e. 375m]1 and 200ml will cost more
per equivalent litre than the 750ml size.
Thus a product that has a high percentage of
gales in the smaller pack size will have a
Retail-Selling PFrice per Drinmk Eguivalent
that is bhigher than anticipated.
It should be noted that the Drick Equivalent
Prices are based on the retail sale of OGff-
Consumptien Liguor. (3) These prices should not
be c¢onfused with prices that would be paid for
Prinks Eguivalent w¢Wnrmmmm as oauno=mcawﬂwom
Liquor. On-Consumption Ligquer is far wmore
expensive thanm the eguivalent «cost of Off-
Consymption, This 1is due to the fact that On-
Consumption must include all the accompanying
costs of serving a drink. Thesze inclwde the

cost of labour, <{barman, waiters, washup staff}

the cost of sncillaries (ice, doily, cocktail

stick and snacks) and the cost of the
. )
i .
environment {decor and general furniture
fixtures and fittimgs). The actual selling

price of On-Consumption will wvery enormcusly,
according to the mMmmmmnn of the &establishwent
being considered. As 2z guide, the price for Cn-
Consumption Drink Eguivalent is anything frow
two to five times the price of Off-Consumptior

Lrink Equivalent.
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An examination of Table 5 reveals that Beer  Thas
the highest FRetail Selling Price per Drink
Equivalent of all products being considered. It
is 1,4 times the price of Whisky, 1,7 times the
price of Vodka, 1,8 times the price of ZErandy
and meore than double nwm.mﬂwnm of Cane and Gin.
Yet despite this high price, Beer represents
£3,6 per cent' of the total market in Rand terms
and 71,5 per cent im volume terms. Fhisky is

the next most expensive at 33 cents with Vodka

following at 27 cents.

{1}

(27
(3)

Tkis data is «collected frem variows esources
supplied by 4.C, Nielsen &Company

Total Research Corporationm Op. Cit

"Off-Consumption” and "On-Consumption" are terms
particular to the Liquoer Industry, and referred
to the licensed premises on which the Ligwer 1is
sold. Thus "Off-Consumption" refers to liguer
sold for consumption off the licinsed premises.
In particular this would relate to 2 hotel Off-
Sales or a bottle store. "On-Consumption™ refers
te liguor sold for consumption on the licensed
premises svch as an  hotel, public btar or
restaurant.
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5.1

CHAPTER- 5

HETHOD

INTRODUCTION

- *

The evaluation of the behaviour of the Spirit
Liguor and Beer Markets and Retail Furchasing
Patterns during Economiec Cycles hinges on two

basic sets of datas;

- indicators of the naticnal economic
performance
- mwmeaningful data of national liquor

consumption

Once these two base sets of data have Dbeep
established they can then be tested to establish
whether or not there is any correlation. & high
correlation will indicate that retail purchasing
patterns mirrer the natiomnal mno%uﬂwn behavicovr,
whereas a low (or zero) correlstiom will show
this not to be the case.

THE- BUSINESS: CYCLE

e e e ——————

The existence of Business Cycles 1o economic

activily is, ss noted by G. de Rock (1) a well
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established fact. Zasmowitz (2} in his introduc-
tion to The Business Cycle Today is quocted a&s

follows:-

A widely accepted conception of
business cycles of historic experien-
ces includes Hmnmaﬂmun (but non
periodic) «cumulative expansions and
contracticouns, which are mwmmamma over
a moltitude of economic processes and

invelve such major aggregates as

naticnal income and product,"

J.E.M, Yon Coller (3) makes the following

“observatiore regarding business cycles.

"Economic activity has an established
tendency to move in cycles which are

really recurring wavelike sequences of

economic eXpansion and contraction
[
[
diffused throughout all business
sectors. Such cyclical behaviour is

teflected ir nearly all economic time
series to a greazter or lesser extent
and is evident in the fleoew cf funds
movenent of interest rates, CODSUmEX

spending of incere, savings habits,

business investment patterns,
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employment and manufacturing output.
The eycles are not periodic, that is,
neither the duration of complete
cycles, mnor the samplitudes between
peaks and troughks are of .nonmwmnmnn
Hmwmwnnmm. The turning points io
these variocus cycles Eoth at peaks and
trovghs are cof particular interest to
the business sector, becavse Lthey
signify changes in tradipg conditions
which bhave a direct effect or the

fortunes of firms concerned.”

The above gives weight to the concept <f the
experience of periods of both growth amnd decline
with peaks and troughs separating these two
states. These peaks amnd troughs or Basic
Turning Points for the economy es a whole are

determined by the Beserve Fank (&) z= follows:-

L]

PEAKS L TROUGHS

dpril 1960 duzust 1561
April 1965 Becewmber 1%E5
Hay 19E7 : Decernber 15&7
December 1971 . Adugest 1972
July 1974 December 1877

fugust 1%E1
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5.3

Using these. peak and trough pointe, the
boundaries between periods of economic growth
and decline can be established. This represents
g basis for a very crude test of the basic
hypothesis. If the wvolume of retail liquor
gsales coircides with these identified economic
cyecle boundaries, this Hmw indicate that liguor
consumption patterns mirror the national
economiec behaviour, However these few change
points are not sufficient to give 2 statistical-
1y acceptable correlation. Bor do they provide
any indication of the consumption bebaviour

patterns during the cycles,

In order to test the behaviour during the
different business cycles, use was made of the
Composite Index of Leading Indicators end the
Composite Index of Coinciding Indicators as

published in Trends (5).

L]

Economic time series can wsually be «classified

in one of three groups.

(1) Series whose peaks and trovghs occur
ehead of (lead) the Basic Reference

Turning Points {Reference Points).
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(11) Series- whose peaks and troughs coincide
(roughly) with the Reference FPoints,
(I11) Series whose peaks and troughs occur

after {1lag) the Reference Points.

Naturally, some series will be so erretic that
their behaviour will fluctuate amongst all three
grouvps. Bowever, by identifying series whose
behaviour and timing is comsistant within a
group, a composite index cam be calculated.
This composite index has the advantage of
mBOOnumrm out the wvariations ¢f the individual
series and reinforcing the characteristic of the
particular group (Leading, Coinciding or Lagging
as the case may be). Based on the assumption

that the timing of the composite index will alseo

be comsistant through the Economie Cycle, the

composite index forms a wusefrl base for
monitoring business <cycles thkrovghout the
stages, This is particularly the case of

Leading Indicators, which <can be expected to
precdict the Economic Cycle and so give advanced

rotice of changes.

Another reascp for wsing & compesite indicateor
in preference to a single indicator such as GDP
or Monthly Retail Sales is that the chances of

producing a misleading indicator (as the result

53




5.4

of an vnusyal situation relating to one
particular indicator) is muech reduced. Such

situations may arise in the case of a simple
index where data 1is provisional anrd must be
revised or 2 change is introduced which has a
ma jor bearing on the data e.g. the introduction
of G.5.T. on Eetail Sales,. A composite index
is less likely to be affected by cone such facter
and 80 more closely reflect the true situation

of the Economic Cycles which fall into that time

series group.

anHHWHm,,.wzw‘,,chnmw:wmm.‘ﬁaw,-mmwmmwmmw..-aw
mmumnmaawmﬁmv .

In order to select those time series which would
be most applicable to the determination of a
composite index, certain selection criteria were
erployed. Zamowitz and Boschan (7} indentified
six e¢riteria and attached & weighting ¢to each
according to its importance. These were
modified by Von Coller (B8] to suvit South African

conditions., A comparisor of the two systems is

given below,
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€riterion: for | Weights-{per-cent)
Selection Zamowitz .. ¥on
: and- Boschan Coller
1. Economic Significance 16,7 23,0
2, Btatistical Adequacy 16,7 -
3. Consistance of Timing . 26,7 1}
4. Conformity to Historical ) 5,0
Cycles 16,7 )
5. Smoothness . 13,3 12,0
6. Currency of Timeliness - 16, 0- ~A15,8:
100,0% 100,0%

\

These weights are as nottd by Van Coller subject

".i... 2 measure of subjectiveness....." .

to
Initially fifty time mmnwmm‘ﬂmwmwmnm to the
South African economy were mnmﬂnwmwmm. These
series were wodified where necessary particular-
ly to remove the effects of seasonality and
randonness, Cther modifications included
inverting eeries {e.g. insoclvencies tend to
behave inversely to the CGeneral Ecomomy) znd the
summation of mmwmmm of similar origim. These
mocdified series were then examined for timing of
their turning points. It mroﬂwm be nmoted that
tke selection of a tirme seriec as keing Leadirg,
Lagging Coinciding or none of these 1is purely
a function of the mmﬂﬂmm tehavicur relative to

the Beference Points; Thus although a particu-




lar series may appear by its nature to fall into
a wmﬂnwnawwu category, 1t is necessary to test
it extensively both on the basis of the scoring
system set out above, s&s well as in terms of its
turning points relative to the Reference Points.
Only once the classification of the time series

kas been determined 1in ‘this manner can an

atteppt be made to establish the reazsons for the

classification.

The process outlined above resulted im a

selection of Kine Leading and Five Coinciding

Indicators. These are detailed below:

leadipg: Indicators.

1. Mining Producticon

2. Gold and Foreign Exchange Reserves.
3, 12 month change in Momey (M1)

4, Industrial share Index

5. ©Car Sales

6. BEBuilding Plans - Dwelling

7. Unfilled Orders - Durables

8. Kew Companies Pegistered

9, Insclwvencies Hmﬁﬂmwwmmu

Codnciding- Indicators

1. Imports (Deflated)

2. Unemployment (¥i.Coll Asian} (Inverted)
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3. Index of Menufactured Production
(1963/4=100).

4. Wholesale Sales (Deflated)

5. Retail Sales {(Deflzted}

No -Lsgging Indicators were identified. In
discussion with Mr. Von Coller it was revealed
that this method did mnot produce Lagging
Indicators which were sufficiently accurate,.
There is the further point that since Lagging
Indicators 7reflect the historie <changes, they
are not of much use in analysing or predicting
Economic Cycle behaviour., B.E. Van der Walt (%)
preduces graphs of all three indicaters. Ee
does however note that "The advantage of this
(composite lagging business cycle} indicator is
that it confirms observed business cycle
changes, for example those shown by the
coincident business eycle imdicator”.

The Composite Indicators are published in the
BER publication "Trends” (10} and are presented
in both graphical &nd tabular form. In order for
the indicies ¢to be uvseful for comparisern with
other time series, they are expressed as a fper

cent ratie, with 1%7C as the base yezr.
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it should te noted that the graphicel presenta-
tion is expressed as both the original data, @as
well as the smoothed form, whereas the tebulated

. -

indicies sare presenteé im their originel form,

=

.bwﬁrocmw termed Moriginal data" this 3is not
quite correct as the data has in fact been
gseasonaly adjusted. Fecause it is a composite
indicator the randor components will have been
abscrbed in the cowbining process. An inspec-
tion of the graph will indicate that the
original data waries very litcle from the
smoothed derandorized grapk. In addition the

individual component series were swmoothed by a

3 x 3 moving average.

The trend component hzs mot been remnoved, In
discvussion with Mr. Vom Coller it was noted that
detrending ﬂrm indicies has the effect of meving
the Coincident Irdicstor pesks cff the corres-
ponding Basic FReferemce Foints. As this would

ip fact make the Indicies less veefurl, this

process has mnot been incorporatec.

These Cowmposite Leading and Coincident Indica-
tors forr the basis as z wmeesure of the econcuric
perfornarce of the Spirit Liguer =snd Feer

Farkets.
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EOURCE. OF- DATA

The primary source of data for this research wvas

the 4,C, Fielsen Company.

The A.C. Nielsen (11) data is based cn sample of
10 per <cent of the total rpumber of -retsil
outlets in South Africa, with the store selec-

tion teing weighted to accovnt for the different

types of stores being chain stores {exr groups)

independent stores and non-white stores. These

sre defined as follows:

CHAIN- STORES

This dincludes all =stores belonging to the
following proups: V¥estern Province Cellars, Li-
quor Town, Solly Kramers, Vipnelands, Gilbeys

£ &snd

frin

Retail (Rebel, Fine Fair, Fappinress
ligquorama) Ficardi Cellars, Foliday Itmn, DBrop

Inn, Marcous and Fieterse Kaapse FEelders,

TEDEPENDERT: §10RES

These z2tre stores not mentioned above, but witl
jess than S0 per cent of their twrnover being

generazted by sales to Fon White custopers.
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HOW- WEITE- STORES

This eector includes all stores mentioned wunder
chairs who are reliant for more thkam S0 per cent
of their turnover o1 ronh white customers {this
naturally includes all Administratiorn Ecard

sutlets).

The Jdata is presented in a tine series of two
monthly intervels., Each interval represents the
aggregate retail sales for the pericd covered by

that interval.

The data availeble from Nielsens goes back as

far as February 1%75. This gives & base

spanming Jjust over eight years. Elthough it
N

would hkave been preferable to empleoy data which

would have covered two full economic cycles,

this date is ot avaiieble.

The fact that the date is produced in bi-womthly
aggregates presents z problem of iuncompatability
with the Composite Indicies, which sre presented
pn a monthly basis: The effect of this i=s that
for every elewent of data on Retail Liquor Seles

there were twe indicators. Te 1llustrate this
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consider the data for Whisky and the Cemposite
Coinciding Indicator for December/Januvary

1976/1977.

Whisky: DecemberfJanvary 19761977 1 601 000 1t

Composite Coinciding Indicator December 1576
101,5

-

Composite Coinciding Indicator January 1537
100,8.

{(Hote that for the purpose of this illustration
the raw data of Whisky is uvsed).

This incompatability czn be hendled in one of

two ways:

{1} Modification of Liquor Data (in this case
Vhisky) to suit the Composite Tudex.

AHHV ¥odificetior of the Cowmposite Index teo
sult the Liguer Dats.

{1) ¥CDIFICATIOQE- OF- LIQUOR- DATA

Genetel observation of the Retail Liguor
Industry clearly indicate that December
trading is in excess of that of Janvary.,
Thus to siwply alloceate the figvre for
December/Janvwary 25 to half to Decerbhes
er¢ half te Janvery would clesrly bte anm

incorrect statement of the trve positicn.
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{11)

3.

A similar situation is true (albeit to
differing degrees) for the other ten
trading months. No alternate weightings
for method of realistically allocating the
raw bi-monthly dsta to a monthly basis
could be determined.

MODIFICATION. OF: COMPOSITE

——

Three alternative wmethods were concidered:

Vee the first or even month of the bi-

monthly pair i.e. ia the example above,
mmHmnﬂnﬁmumnmavmunoﬁwomwnmnnwﬂnmmwﬂm

Index (101,5) for testing against the

December/January Ligquor Data.

Use the second or odd month of the bi-
monthly pair i.e. in the example above
select the Janvary Composite Coinciding

Index {100,8) for testing agaimst the

December/January Liquor Data.

Use ap average incdex hassied on the mean
of the Composite Indicies corresponding to
the bi-monthly pair. Ir the above example

this would be calculated as follows:-
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Average Composite Coinciding Index for Decer-

ber{Januvary = (101,5 + 100,8)f2 = 101,15

In order to assess the effect of each of the
three different modifications of the Composite
Indicies each of the three modified forms will

be tested against the Ligior Bata.

e e e e e i T Sy U —
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CHAPTER- 6

ANALYSTS- AND- RESULTS

INTRODUCTIOE

This chapter it concerned primarily with the

testing of the Basic Hypothesis as stated in

Chapter 1.

"The Retail Spirit Liguer amnd Beer
tarket Sales are lzrgely independant

of Fconomic Cycles™.

This will be done by testing the correlatior of
the data E,mmm:wma in Appendix I with the Composite
Index of Leading and Coinciding Indicators as
publiched on page 3% of the September 1983 issue
of Trends {Vol.6 Ho.3 published by thke Burezu of

Economic Research, University of Stellenbosch),

In order to ke able to utilise the same basis
for cowmparison, it will be mecessary to modify

both sets of data zg follows:

LIQUOE DATA

et o e T

This mvest be statisticslly sdiusted to accoLmo-

date the Trend, Cyclical, Beascnal znd Irrepular
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movenents of these time series, ir order to be

comparable with the Composite Indicies.

COMPOSITE- INDICIES: DATA

This dats must be presented in & form which
takes into account the fact that the Liguor Data

is presented in bi-wonthly aggregates,.

Once both sets of data have been modified,
Iinear correlations c¢an be exployed to assess
the degree of interrelationship between the two

sets of data.

ADJUSTMENT- OF- LIQUOR: DATA
TREND- MOVEMERT

As mentioned previocusly, it was noted in discus-
sions with J.E.M, Voo Coller that the removal of
the trend component from the Composite Coinci-
ding Index had the effect of woving the turning
peints off the coerrespording refererce points.
Ags this reduced the uvsefulness of the index,
this component has neot been removed from both
the Composite Lezding and Coimciding Indicies.
decordingly this trend component has beer

allowed to remainm in the Liguor Data,
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CYCLICAL- MOVEMENT

No attempt is made to remove any of the Cyclical
Mevement from either +the Liquor DPata or the

Composite Indicators. This is because It 1is
this very cyclical movenent whick represent the
business c¢vcles which are to be tested for

correlation.

SEEASORAL- MOYEKERT

Because time series by the very definmition are
basedé on regular time periods they are expeosed
to wvariowvs sezsonal inflvences., In order to
reduce the data to a comparable base, it 1is
necessary to renove thke effects of seasonality.
The method wsed in the deseascralization of the
data in Trends is described by Spiegel (1) as
the Percentage Foving Average or Rstio to Movirng
Average Method. This method was applied to the
Liquor Data and is briefly descriked as fcllows:
A twelve wonth mwoving average 1is computed.
Since results thus obtained fall between
successive wonths imstead of in the wmiddle of

the month as for the orifirel data 2 twe wonth

meving average of this twelve wmonth wmoving
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average is computed. This is referred to as the

Ncentered twelve month moving average™.

The original data is ther expressed as a
percentage of the centered twelve month moving

average corresponding to it.

Percentages for corresponéing months are then
totalled and averaged, giving the required
index, These are adjusted to ensure that they
average 100 per nmﬂn.. The original monthly data
is then deseasonalized or adjusted for seasonal

varistion by dividing it Lty the calculated

average wmonthly index.

The random movements for the Composite Indicies
were achieved by 2 3 x 3 moving average. The

same method was epplied to the liquor Deta.

The above adjustments resulted in the elements
¢cf the Liguer Data being in the sawe format as
the Compesite Indicaters. What remained was for
the Corposite Imdicators to be adjusted to
accompodate the bi-onthly presentatiomn of tte

Liquor Data.
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6.3

ADJUSTMENT- OF- TRE- COMPOSITE: INDICIES: DATA

As waeg discussed to Chapter 3 Ffectiom 5.5
"Source of Data™, the composite indicies will be
adjusted and checked for correlation in three

different forms.

1. Use of the Composite Index of the month
corresponding to the first (or even month)

of the bi-monthly pair of the Liquor Data,

2. Use of the Composite Index of the month
corresponding to the second {or odé month)

of the bi-monthly pair of the Ligquor Pata.
3. Use of arn Average Index based crn the mean of
the Composite Inrdicies correspoending to the

bBi-monthly pair.

The dJata was processed on a Sharp EZ-§CK HMicro

Computer.

The adjusted Liguer Pats srd Composite Indicies

are given in Aprendix II
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CORRELATION .

Correlation was carried out using linear
correlaticon. The formula used is that for the

coefficient of correlation as defined by Spiegel

(2)
T = K=z XY - { =X) (=Y)
2z 2 2 2
{(i= X -~ (=X} ) (=¥ - (=Y) )
where
T = coefficient of correlztion
N = Number ¢f varisbtles being considered

X, ¥ = Variables wunder consideration, in this
case Liquor Lata and Composite Indicies

The resuvlts of this correlstion are given in

tables 7 to 10 below.
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PEODUCT COINCIDEMT IEDEX LEAD1ING IEDEX
Fhisky 0,483%9 0,8G71
CGin 60,7048 G,8135
Erandy 0,80655 0,6653
Cane C,5127 0,6859
Eeer C,54712 0,90053
Vodka 0,7525 0,5733
TAELE- -8
CORRE - OF: DESEASCNALIZED: LIQUCR: DATA- ARD

CLINCIDERT IRLDEX

PRODUCT LEADING TNDEX
Whisky 0,5001 0,79281
Gin G,7124 0,7548
Erandy 0,6363 C,6614
Cane 0,561%9 00,6865
Eeer 0,5565 0,88¢B
Vodka c.wwwc 0,5497
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TARLF.

CORRELATION. OF- PESEASORALIZED, LIQUOX. DATA- ARD
HEAN_ COVPOSITE: 1NDICIES: FOR. BOTH. MONTHS
PRODUCT COIRCIDERT JMCEX LEADING 1NDEX

Khisky C,4837 0,8032
Cin 06,7110 0,804
Frandy ¢,6230 0,6639
Cane 0,5393 0,6868
Teer 6,5537 0,895¢
Yodka G,7EEE C,5619
TABLE - 10
SUEHARY: OF: CORRELATION OF TABLES 7.,-8: AKD.§ .
FRODUCT LCINCIDENRT IKTEX LEADTNC IHDLFX
Table Heo. Tehle Fo,
7 8 9 7 8 "g
Whisky 0,48 0,50 0,49 0,80 €,75 0,80
Gin ¢,7¢ 0,71 ¢,71 0,81 0,79 ,80
Erandy 6,60 0,63 C,62 C,66 0,66 0,66
Cane 0,51 0,56 G,54 0,66 G,68 C,68
Leer ¢,56 ©,55 G,55 0,90 0,58 ¢,89
Vodka 6,7¢ €,77 €,76 0,57 0,56 @,56
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USE- - - OF- - EYEE- - AND- - ODD- Eczﬂmma‘bﬁu - MEAN- - - OF
nDEwDMMHm-HzmHnﬁmm

- e - .

The first point to emerge from an examination of
the results is that there 1s very 1little

-

difference between the correlation wusing the
Composite Indicies for Even and ©Cdd Fonths,
This is not entirely unexpected since a wisual
inspection of the Composite Indicies will show
that the data is smooth zrcd continucus with no
extreme points, In addition, the Even months do

not show & pattern any different from the OCdd

Months.

‘The coneclesion that can be drawn from this is

-

that it makes no difference whether the Index
used is that of the Even ¥emnth, the 0dd Pornth or
the ¥ean of the Even and COdd KHonths. In terms

of future analysis, this implies that the
Coirciding anéd Leading Composite Indicies as

published in Trends may be used without furtker

modification.

CORRELATION- - - WITH - . LEADINE. . - AND-: - - COINCIDING
INDICATQRS
GCenerzlly speaking, retail =ales of BSpirit

ILiguor and Beer were nore closely correlated

with the Leadinmg JIndicators thanm with the
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6.6

- . -

Coinciding  Indicators. The exception to this
was Vodka which showed a much higher correlation
with the Coincident Index (0,7925) (3) thar with
the Leading Index (0,5733). A311 the remainder
showed a positive correlaticon with the Leading
Index. In sascending cHWmn these are Brandy
(¢,6653), Cane (0,685%), Whisky (0,8071), Gin

(G,8135) and Beer {(C,9003).

The sales of Spirit Liquor and Beer can thus be
regarded as leading the behaviour of the

Bational Economy.

GRAPHICAL- PRESENTATION: OF DATA- AND: RESULTS

—— £=

Figure 1 stows the raw Spirit Liguor and Beer
Data &nd Figure 2 shows the deseascnalized

Spirit lLiquer and Feer Teta.
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Schaums Qutline Series - McGraw Hill Company
Page 287

Spiegel N,R. Theory and- Problems: of- Btatistics

Spiegel M.R, Op- Cit

For convenience all correlation indicies refer
to correlation with Composite Indicies for FEven
Yonths (Table 9)
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. CHAPTER- 7

CONCLUSIONS- AND- IHPLICATION

1¥TRODUCTION

Three bazsic conclusions can be Crawn frowr the

results presented mu.ﬁn:mnﬁm1 6.

1. 411 Spirit Ligquor znd Beer Sales have a
positive correlation with Leading and

Coinciding Composite Indicatoers.

2, With the mxnmﬂwwuﬂ of ¥odka, all products
are more closely correlated with Leading

than Lagging Indicators.

3. Beer =ard Fhisky hzve correlations of the

same oréer of nmagrituvde.

These <conclusions will be discussed &awnd the
igpliceztiors of ther on the liguor market

examirned.




DISCUSSION- OF. CONCLUSIONS

1. A11- - Spirit--Liquor: and- Beexr- 8ales. - have: - 2

positive - correlation - with-both- - Composite

Indicators

There are two points of major significance which

emerge from this statement.

- Spirit Liguor and Beer Szles de nct behave
independently of the Faticpal Fconomy.

- Spirit Ligquor &nd Beer 5ales exXperience
reriods of growth and declice which wove inm
the same directior as those experienced by

the ecoromuy &5 a whele,

The first fact, that Spirit Ligquer and Beer
Sales do not behave irdependently of the
Fational Economy is in direct contrest of the

Basic Hypcthesis which states that,

"The BRetail SEpirit Liguor end Beer
Farket Bzles are lzrgely indepeudent

¢cf Econenic Cycles",

This thypothesis anticipated @ low correlztion

between Spirit Iiquor ard Beer Sales andg
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ITpdicatorTs of the lztional Economy cince this
has beel proved to be not the case and since the
behaviouT of the lational Economy represents the

behaviour of Fconomic Cycles, the basic

wwwowrmmwm can be rejected.

The second points cbat Spirit Liguor and Eeer
Sales experience ﬂmﬂwomm of growth and declite
jm the same direction Mm the econory gs E whole,
reinforces the rejectior of the basic hypothe-
sis, in that ﬁmn gnly are gpirit Licquot ané EBeeT
Sales not sndependent cf Economic Cycles, they
are in fact 2 fynction of the Kational Economy

and the Leading Composite IndicatoT# in

ﬂmnﬁwnﬁwmﬂ.

The combinatior of both sets of arguments? leave
no doubt 3% to the jovalidity of the Basic

mmwnwrmmwm and 1ts conseguent rejection:

) wiTh TLD ERCEFRICELES orip: ALL PRODUCTSATE

The Treaseld for vodka's different tehaviovrT ig
not cleal. }o mxmﬂwmmnwnﬂ of both figure 1 end-
figure 2 irdicate that Vedka and CGim experierce

tle micdle of
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1975, After this point Gin sales experienced 2
ruch steeper growth rate and have rmaintained

this increased gap over Yodka. It is possibly
this slower growth rate of Volka that tends to
cake it more related to the Coimcident Indicator

.

which also exhibits this reduced growth rate.

The fsct that the resaining products are related
te the leeding Indicators is c¢f iwpertance when
considering the forecastimg aspect. Since
Lezding Indicators caw be used as an indicatior
cf impeunding changes in the Economic Cvcles,
\nwmw can alse be used as indicators for changes

in projected Spirit Liquor and Beer Sales.

3. BEER AND- WEISKY- HAVE- CORRELATIONS: OF KUCH: OF

THE- SAVE- MAGHITUDE

S —

This is of sigmificance when considering the

secondary hypothesis whichk states that,

"High Status Ligucr will hke less
zffected by Econonic Cycles than Low

Status Liguor™

It has heee shown irn Chepter 3 that Wbisky (and
ir wvaryirg degrees the other Spirits) are Ligh

etatve Ficwers, wheress Feer is regarded as &r

g0




galcoholic beverage of low status. Thus if the
secondary hypothesis were true one would expect
Beer to have the highest correlationm with the
economic indicators, Whisky to have the lowest
and the remaining Spirits to fall ir between.
¥hilst it is true that Eeer does exhkibit the
highest correlation, Whisky =as the  highest
status drink does not prove to be impune to the
effects of econcnic cycles. The correlation of
0,8071 of W¥hisky with the Leading Composite
Index is only 10,4 per cent less tham that of
Beer (G,2005), Gin is even higher at 0,8135 with
Brandy and Cane of the same magritude {0,6653

and 0,685% respectively) and Vodka at (,5733.

The fact that high Statuws Spirits such as Vkisky
and ©Gin show themselves to be effected by
Economic €Cycles by the szre crier of nzgnitude
as the Low Status PFeer irndicates that the

premise of the secondary hypothesis 1is mnot

correct and must be rejected.

The .nwﬂnwﬁmwam that can te drawe from the fact
that the mmnonmmww hyphothesis is invalid is
that no relience can be placed on projectiors of
the behavicur of Spirit lLigquer oxr Beer during

Economic Cycles based cp the perceived statvs of

the product.
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IMPLICATION- - OF- - THE- CONCLUSIONS: ONF- - THE- - LIQUOFR
MARKET : . . .

The rejection of the Basic Eypothesis gives rise

to the gquestion of why the Spirit a2nd FBeer
mmH#mnm mNWMWMnnwﬂumnmwnmmmmﬂnwmmmﬂmwu

particvlar why these two markets tend on the

whole to lead the general econeony.

Cleearly, an in deptb study in to the reasom for
this cyclical behavicur is outeide the scope of

this research. ¥hat will be presented 1is =2
wnwmmm%mvwmmmw05ommc?mwommmwumnmmmowmwn

the Lopes that others may pursue this more

deeply.

In his article entitled "Indicators ¢f business
cy¥cle changes in South Africa (1), B.,E. Van der
Walt makes reference to three groups of leading

Freiress cyele indicztors as follows:i-

- indicsztors relzated to the foreign demand fox
Sevtl African goods and services.

- imndicators related to future production and
expenditure,

~ indicators related to the futvre cowrse of

tte ecoprorny avnd general lusiness cycle.
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None of these greoups inclede retail sales 1in
general or Liguoer sales in particelsr. The
results of this research indicate that Liguor
sales in gemeral should be exarined more closely
for possible dinclusion as a leading busiress
cycle indicetor. Tte most probable group is
that related to the future course of the econony

2n¢ peneral business cycle.

In considering Fetail Ligquor Sales as & leading
indicator thke natvre of the South African
Business Cycle oust be exzamined. Generally
speaking the South African Cycle lags that of
the United States and Eurcpe. & growth in those

-

overseas economies will precipitate a growth in

the BScuth Africer economy with a growth in

exports s noted by G. de Kok. (2)

. -

"The rislng exports generstes ad-
ditional income anéd this in turm
stimulates consumptiou. Fith economic
activity rising, slowly azt first but
then with ipcreasing mwomentuw, both
private ard public enterprises have 2
clear incdicerent to¢  expand their
iovestwent expendilure O T€w CCUS-—
trvetion plavt end also to invest more

in inventories.  Ttis process is




encouraged by the favourable firancial

climate prevailing in the early stages

ocf the vupswing., In due course then we

have a2 stiong upswing with increases

in all the major components of gross

domestic expenditure, Batwurally this

is accompanied by a substantiel
increzse in the rate cof greowth of rezl
gross dowestic product to a figure
well in excess of the 1leong term
average."

It is in the early stages, when additional

income is generated but before the economy as a

whole hkas moved inte a pericd of real growth

ttat expenditure oo non-essential consumatles

can take place.

This implies that Liquoer Szles are in reszlity
nen-essentizl purcheses which pre-espt tke
bebaviocur of the econony es & whole. fg  the
general economy mwoves towards 2 grewth period
ILiquer Szles will tegin to teke off as &z result
of expectatiors om.mwnmmm incone availetle for
expenditure on non essentiel purchases. The
converse syplies as the ecovony oepprosaches a

decline.
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7.4

This exXawmination of the behavicuwr of disposable
income during economic cycles would appear to
support the «concept of BEBetail Liquor Szles
following a cyclical pattern, closely related to

Leading Economic Indicators.

CONCLUSIONE

The priuwsry bypothesis 1is tkased cn the
widespread belief that the Liquor Market is
unaffected by economic cycles, Tke <research

detailed in this paper has clearly shown that

this is net the case.

4 secondary hypothesis based on the prewmise that
high status Liguor is less affected by econcuoic
c¥cles than low &estatus Liquor has als¢e been

gshown to be invalid.

The resezrch hes sheown that the Spirit Liguor
gnd EBeer Herkets ecre pesitively related te the
vmrmdwocﬂomnwmmnoﬂcﬂmmmmﬂwowmﬂmﬁrm

significsant correlaticr to the Leading Composite

Indicator.
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It is Thoped that these findings will rfrove a

useful tool te those in the Liguor Industry who

are involved in forecasting and predicting

Retail Ligquor fales.

(13 Van der Walt B.E, "Indicators of Busiress Cycle
Changes in South Africa". Sovth African- Eeserve
Fank- Quarterly Bulletip Farch 1%E€3,

(2) De Kock G. "The EBusiness Cycle in Scuth Africa -
. Recert Tendencies" Soutk--Africen: - Journal: - of
Economics £3.,1.1975
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