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INTRODUCTION
Duty and Tax Free shops have created a unique shopping environment for international travelers whether they are traveling by road, train, ship or air. This environment allows shoppers to purchase merchandise tax and duty free.

Currently, duty and tax free products are mainly liquor, perfume, cosmetics, cigarettes, luxury watches, leather goods, confectionary, and souvenir goods. Suppliers to this industry create exclusive packaging for this industry in order not to conflict with the domestic retail environment. 
Under a pilot project in 1982, the Canadian Federal Liberal government allowed the establishment of six land border duty free shops and expanded the program to all crossings in Canada. Today, Canada boasts to have the best land border operations in the world competing with many international airports. Canadian land border shops are privately owned and operate under a Federal licensing program. 
Duty free retail sales at border shops and Canadian airports account for over $400 million annually and have created in excess of 1,500 full time positions, plus an additional 1,000+ indirect employment.
TIME FOR CHANGE
After 36 years, the Canadian land border duty free industry is facing many challenges. Its future survival is at risk if drastic changes are not implemented. 
· Competitive challenges from the U.S. domestic market and online shopping is affecting the bottom line due to shrinking margins

· Changing consumer habits need to be met with timely product selection and inventory

· European trade agreements with the United States of America (tariff-free), if concluded, will have a drastic impact on the continuing survival of duty and tax free shops in Canada. Such agreements would remove duty-competitiveness. 
ACTION PLAN

The Canadian duty free industry must act immediately to ensure the competitiveness of duty and tax free shops is secured.  The industry must commence discussions with the Federal Liberal government to make duty free a TRUE FEDERAL PROGRAM by allowing duty free shops to make direct purchases from its suppliers and remove all forms of taxation. 
In Canada:

· The industry is forced to make its liquor purchases through the Provincial liquor boards and pay an unnecessary handling fee of 20-50%. (Canada is the ONLY nation where duty free shops are required to make its purchases through the Provincial liquor boards at a premium fee.) Ship Chandlers and international airlines pay no Provincial government mark-up on their purchases, and this should apply to airport and land border duty free shops.
· The Federal government imposes a Federal tax on cigarettes that are exported through purchases while failing to collect the Federal taxes on cigarettes entering Canada via air or road.  With the government’s inability to collect taxes from incoming visitors, and protecting Canadian citizens, it is directly punishing Canadians who are making purchases for export purposes. This tax must be removed.
· All products sold in duty free shops should be purchased directly from manufacturers without the involvement of any third party such as distributors.

The ACTION PLAN, upon its implementation, will create a truly powerful Canadian duty free retail environment, increase employment opportunities and leave a lasting and positive impression on visitors to Canada.

MARKETING PLAN

Upon the Federal government’s acceptance of our action plan, we must immediately commit the industry to provide 0.25% of its annual revenue towards marketing and promotion. 
Land Border Duty Free Shops are individually owned; however, they should be perceived as a cohesive unit through the following:

· Implement a National Duty Free Rewards Card

· Universal shopping bags to reflect the image of the industry

· Implement a uniform dress code for all industry employees

· National staff training program to be held twice annually and funded by the industry

· The industry must be involved in a corporate and social responsibility program by supporting national and charitable programs

· Negotiate a national credit card fee and insurance policy

· Build an industry reputation as a “destination shopping experience not to be missed”
· Implement an industry wage structure and bonus program for all employees

Today the capture rate at border locations average 7-8%. This low capture rate is due to non-competitiveness. The above proposal, once implemented, will increase the capture date to 15-20%, whereby the Provincial and Federal governments will reap the tax benefits from increased consumer spending, and the shopping dollars will be retained in Canada.
MARKETING SUCCESS 

DUBAI DUTY FREE

In 1984, sales at Dubai’s international duty free shop was approximately US$20 million with 100 employees. In 2017, Dubai Duty Free reached sales in excess of US$2 billion and currently employ over 6,000 people. (On December 20, 2011, Dubai Duty Free recorded a single day sales of US$20 million). 
In 2017, Dubai Duty Free sold 3.5 million+ bottles of whiskey, 1.8 million+ bottles of wine, 3.2 million+ bottles of fragrance and have the largest retail sales in confectionary and other products. 

The success of the Dubai Duty Free shop is made possible with the support of the country’s government in allowing it to freely import products duty and tax free, and further encouraging the industry to retain the number one position as the world’s most successful duty free shopping environment.

CONCLUSION
The Canadian industry must focus on the spending habits of Canadians, especially encouraging duty free shopping in Canada, and promoting duty free to the returning visitors. 

Foreign competition with its buying powers and international prominence has been instrumental in the decline of established Canadian retailers, such as SEARS CANADA, EATON’S, and ZELLERS. 

Discussions must commence immediately with the respective government bodies to ensure that duty free is made a TRUE DUTY AND TAX FREE environment.
