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Who is DSICA?
The Distilled Spirits Industry Council of Australia Inc (DSICA) is the peak body representing the
interests of distilled spirit manufacturers and importers in Australia. DSICA was formed in 1982,
and the current member companies are:


Bacardi Lion Pty Ltd



Beam Global Spirits & Wine Inc



Brown-Forman Australia



Bundaberg Distilling Company



Diageo Australia Ltd



Maxxium Australia Pty Ltd



Moet Hennessy Australia Pty Ltd



Suntory (Australia) Pty Ltd



William Grant & Sons International Ltd

DSICA’s goals are:


to create an informed political and social environment that recognises the benefits of moderate
alcohol intake and to provide opportunities for balanced community discussion on alcohol
issues; and



to ensure public alcohol policies are soundly and objectively formed, that they include alcohol
industry input, that they are based on the latest national and international scientific research and
that they do not unfairly disadvantage the spirits sector.

DSICA members are committed to:


responsible marketing and promotion of distilled spirits;



supporting social programs aimed at reducing the harm associated with the excessive or
inappropriate consumption of alcohol;



supporting the current quasi-regulatory regime for alcohol advertising; and



making a significant contribution to Australian industry through primary production,
manufacturing, distribution and sales activities.

Pre-budget Submission 2009-10
Table of Contents

Table of Contents

Chapter

Page
List of Graphics

ii

List of Abbreviations

iii

Executive Summary

1

1

The alcohol market in Australia and DSICA revenue estimates for 2009-10

5

2

Alcohol consumption patterns in Australia

15

3

Alcohol consumption patterns amongst young people

27

4

The need for alcohol tax reform

41

5

Improving Australia’s system of alcohol taxation

59

6

Conclusion

67

Appendix 1: RTD Facts

69

Bibliography

79

Page i

Pre-budget Submission 2009-10
List of Graphics

List of Graphics
Graphic 1

DSICA forecast of Australia’s alcohol market in 2008-09

Graphic 2

Long term trends in alcohol consumption by category

Graphic 3

Rate of RTD growth had slowed dramatically prior to April 2008 tax change

Graphic 4

DSICA estimates of non-GST Commonwealth revenue from alcohol taxation (2009-10)

Graphic 5

Market sector contribution to non-GST revenue (2009-10)

Graphic 6

DSICA estimates of GST revenue from alcohol taxation (2009-10)

Graphic 7

The Current Alcohol Tax System

Graphic 8

Per capita alcohol consumption has fallen below 1970’s levels

Graphic 9

Alcohol available for consumption and apparent per person consumption by persons aged 15 year and over

Graphic 10

Summary of guidelines for low risk drinking

Graphic 11

Alcohol drinking status: proportion of the population aged 14 years or older, Australia, 1991 to 2007

Graphic 12

Alcohol drinking status: proportion of the population aged 14 years or older, by sex, Australia, 2001, 2004
and 2007

Graphic 13

Indicators of alcohol consumption amongst young people

Graphic 14

The proportion of current drinkers aged 12-15 is falling

Graphic 15

The proportion of current drinkers aged 16-17 is falling

Graphic 16

No Link Between RTD Growth and number of current underage drinkers

Graphic 17

No link between RTD growth and number of underage drinkers at risk of short term harm

Graphic 18

Long term: levels of risky and high risk drinking by 14-19 year olds have decreased substantially between
2001-2007 for both females and males

Graphic 19

Short term: the proportion of both female and male 14-19 year olds consuming alcohol at risky or high risk
levels has fallen consistently between 2001 and 2007

Graphic 20

The complex alcohol tax system in Australia

Graphic 21

Effective taxation rates on alcohol products

Graphic 22

Non-GST tax per standard drink

Graphic 23

Tax benchmarks applying to alcoholic beverages

Graphic 24

Australian alcohol taxation structure: three tax bases

Graphic 25

Six tax expenditures in Tax Base 1

Graphic 26

Tax expenditures for alcohol beverages less than 10% abv (2008-09) (Tax base 1)

Graphic 27

OECD comparison: taxation systems for alcohol products

Graphic 28

Unequal taxation of packaged beer compared with packaged ready to drink spirits (RTDs)

Graphic 29

Comparison of market share and contribution to non-GST revenue 2007-08

Page ii

Pre-budget Submission 2009-10
List of Abbreviations

List of Abbreviations
AAPS

Alcohol Advertising Pre-Vetting Scheme

ABAC

Alcohol Beverages Advertising Code

ABS

Australian Bureau of Statistics

ACMA

Australian Communications and Media Authority

abv

alcohol by volume (ie alcohol content)

ACS

Australian Customs Service

ADCA

Alcohol and Other Drugs Council of Australia

AERF

Alcohol Education and Rehabilitation Foundation

AFTSRP

Australia’s Future Tax System Review Panel

AIHW

Australian Institute of Health and Welfare

ANU

Australian National University

ANZFA

Australia New Zealand Food Authority

ASB

Advertising Standard Board

ASSSA

Australian Secondary School Students’ Use of Alcohol

ATO

Australian Taxation Office

BAS

Business Activity Statement

COAG

Council of Australian Governments

DHA

Department of Health and Ageing

DSICA

The Distilled Spirits Industry Council of Australia Inc

FSBS

Full Strength Bottled Spirits

GPs

General Practitioners

GST

Goods and Services Tax

ICAP

International Centre for Alcohol Policies

IGCD

Intergovernmental Committee on Drugs

Lals

Litres of alcohol

LMA

Liquor Merchants Association of Australia

MAAC

Monitoring of Alcohol Advertising Committee

MAT

Moving annual total

MCDS

Ministerial Council on Drug Strategy

MP

Member of Parliament

MYEFO

Mid-Year Economic and Financial Outlook

NAC

National Alcohol Campaign

Page iii

Pre-budget Submission 2009-10
List of Abbreviations

NABIC

National Alcohol Beverages Industries Council Inc

NAS

National Alcohol Strategy

NDRI

National Drug Research Institute

NDSHS

National Drug Strategy Household Survey

NHMRC

National Health and Medical Research Council

NTS

New Tax System

PHT

Preventative Health Taskforce

Review Panel Australia’s Future Tax System Review Panel
RHS

Right Hand Scale (in graphs)

RTDs

Ready-to-drink alcohol products

SWAT

Society Without Alcohol Trauma

TES

Tax Expenditure Statement (Commonwealth Treasury)

WET

Wine Equalisation Tax

WHO

World Health Organisation

Page iv

Pre-budget Submission 2009-10
Executive Summary

Executive Summary


DSICA is the peak industry body representing the interests of distilled spirit and ready-to-drink
alcohol beverages (RTDs) manufacturers and importers in Australia.

RTD tax increase should be immediately reversed


The 70% RTD taxation increase announced in April 2008 has failed completely and was not
based on reliable evidence.



The Government’s own health statistics agency (AIHW) confirmed that:
“given the stable prevalence of risky drinking, and the lack of any clear trend
regarding preferences for RTDs, the increased availability of RTDs does not appear
to have directly contributed to an increase in risky alcohol consumption.”
(AIHW 2008b)



The Government’s most reliable national alcohol survey, the National Drug Strategy Household
Survey 2007 (NDSHS 2007) has confirmed that RTDs are not the preferred beverage of young
people drinking at risky and high risk levels.



The tax increase has failed both as a health and as a revenue raising measure:



¾

it has resulted in significant substitution into full strength beer and full strength bottled
spirits (resulting in unmeasured self pouring);

¾

it has created a significant tax incentive to produce alternative products (e.g. that benefit
from the lower wine tax rates); and

¾

it will only raise approximately one half of the original revenue forecast (MYEFO 2008).

The tax is widely viewed by consumers, and by independent economic and business
commentators as opportunistic, unfair, ineffective, unsustainable and not evidence based.

Recommendations


The RTD tax increase should be immediately reversed.



The overdue reform of Australia’s distorted alcohol taxation system should be made a key
priority of the Henry tax review.



In lieu of duty refunds that would arise in relation to revenue already collected under the tax
increase should the tax increase be reversed, the amount equivalent to these monies should be
allocated to new alcohol harm reduction initiatives.
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Urgent need for alcohol tax reform


The current system of alcohol taxation is complex and riddled with anomalies.



The current alcohol tax system does not meet the accepted principles of good tax system design
and the acknowledged objectives for excise taxation.



In assessing the need for alcohol tax reform, DSICA has developed six guiding principles for
alcohol tax reform:
¾

Volumetric taxation across all alcohol products.

¾

Stepped taxation rates – progressively increasing for products of higher alcohol strength.

¾

Coordinated approach with health and social policy initiatives.

¾

Administrative simplicity.

¾

Transitional period.

¾

No hypothecation of alcohol tax revenues.

DSICA’s recommendations for tax reform


DSICA is developing a comprehensive tax reform proposal that is consistent with its six guiding
principles outlined above.



Key features for the proposal developed to date include:
¾

Application of a volumetric tax across all alcohol products.

¾

Graduated taxation rates for five new ‘tax bands’ to drive consumers to lower abv products.

¾

Products in each tax band are broadly substitutable and would largely be subject to the same
taxation rate.

¾

Taxation rates for each band should be developed to provide revenue neutrality and to
minimise price impacts across beverages.



The proposal will represent a significant improvement on the existing alcohol tax system as it
will encourage healthier drinking habits and will be revenue positive, in addition to complying
very favourably with principles of good tax system design.



Details of the proposal will be submitted in the next phase of submissions to Australia’s Future
Tax System Review Panel.

Alcohol consumption patterns in Australia


On a per capita basis, alcohol consumption has fallen over 20% since a 30 year peak reached in
the early 1980s.



Per capita alcohol consumption has not increased significantly since tax reforms in 2000 which
included a tax reduction for RTDs.



According to the AIHW, there has been virtually no change in the pattern of risky (and high
risk) drinking over the period 2001-2007. This has been confirmed by the 2007 National Drug
Strategy Household Survey (NDSHS) results.



The AIHW have concluded that regular strength beer and bottled spirits and liqueurs and bottled
wine are the beverages of most concern in relation to risky and high risk drinking across all age
groups sampled. RTDs did not feature as a beverage of concern in relation to risky and
high risk drinking in any age group.
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Alcohol consumption patterns amongst young people


Contrary to common perceptions, harmful consumption trends amongst young people are not
increasing.



The 2007 NDSHS has reported that there has been a reduction in the proportion of 14-19 year
old drinkers drinking at levels of short or long-term harm.



The AIHW recently concluded that given the stable prevalence of risky drinking, and the lack of
any clear trend regarding preferences for RTDs, the increased availability of RTDs does not
appear to have directly contributed to an increase in risky or high risk alcohol consumption,
including amongst young people.



The 2007 NDSHS confirms that beer (for males) and bottled spirits and liqueurs (for females)
are the beverages typically consumed by risky and high risk drinkers in the 14-19 year old age
group, and not RTDs as many believe.



Despite the growth in RTD consumption since 2000 (and before the recent tax change), the most
reliable evidence shows that this growth has not been associated with increased levels of
harmful alcohol consumption amongst young people.



DSICA therefore believes that the Government’s recent tax increase on RTDs is not justified on
health grounds.
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1

The alcohol market in Australia and DSICA revenue
estimates for 2009-10

Overview


The 70% RTD tax increase of 27 April 2008 has failed as a health and as a revenue raising
measure and therefore should be immediately reversed. An amount equivalent to the monies
collected under the tax increase should be allocated to new alcohol harm reduction initiatives, in
lieu of duty refunds that would arise in relation to revenue already collected, should the tax
increase be reversed.



The alcohol market in Australia remains dominated by beer, which comprises 45.5% of
consumption in 2008-09 (when measured in litres of pure alcohol).



By comparison, spirits and RTD’s comprise only 20.9% of the market, with RTDs comprising
about 8.5% .



The growth in RTD consumption prior to the RTD tax change has been at the expense of beer
and full strength spirits.



Alcohol beverage consumption patterns have been significantly impacted by the tax change on
RTDs. There has been a significant decline in consumption of RTDs (down approximately
29%), partially offset by an increase in the consumption of full strength spirits (up over 10%)
and beer.



Independent studies show that the Government will fall significantly short of the $3.1b in
additional tax revenue from the tax change estimated in the 2008-09 Budget. The 2008-09 MidYear Economic and Financial Outlook (MYEFO) confirms that the Government will only raise
$1.7b, approximately one half of the original revenue forecast .



The current system of alcohol taxation in Australia is complex and riddled with anomalies.



DSICA has developed a new graphical representation tool to illustrate the taxation regime for
alcohol in Australia which demonstrates its complexity and provides a framework to consider
tax reform options.

1.1 Composition of the Australian alcohol market
The alcohol market in 2008-09

DSICA forecasts that the alcohol market in Australia will change between 2007-08 and
2008-09 as follows.
According to DSICA estimates, in 2008-09:


beer will comprise 45.5% of the market (up 1.2% on 2007-08);



spirits (including RTDs) will comprise 20.9% (down 1.0%) and



wine will comprise 33.7% of the market (stable) (see Graphic 1 below).

DSICA estimates of the relevant market shares for the 2008-09 financial year are set in Graphic
1 below.
In April 2008, the 70% increase in the taxation of RTDs led to a dramatic decline in RTD
market volume. Data from various sources confirms a reduction in consumption (measured in
Litres of alcohol - lals) of initially greater than 40%.
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Graphic 1:

DSICA forecast of Australia’s alcohol market 2008-09

1.2 People are changing their product preferences, but not increasing total
consumption
Trends in alcohol consumption by product category

In the last three decades, consecutive Australian Federal and State Governments have altered the
taxation on individual categories of alcohol beverage.
As this has occurred, consumers have tended to shift consumption to those products with lower
effective rates of taxation. However, substitution from one alcohol category to another has
not been a significant driver of changes in total consumption. As we demonstrate in Chapter
2 of this Submission, total per capita alcohol consumption has been static over the last decade,
and has been in long term decline since the mid 1980s.
Long-term trends in total consumption of alcohol have been for the most part driven by
continuing long term decline in the beer category and at the same time increasing wine
consumption. Graphic 2 illustrates these effects by product category for the period 1970-71 to
2007-08.
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Graphic 2:

Long term trends in alcohol consumption by category

The spirits market

Full strength bottled spirits
Post-RTD tax change observations
The April 2008 tax change on RTDs has had a significant impact on the demand for full
strength spirits. Data in the months following the change has demonstrated a greater than 10%
increase in the sales of full strength spirits for 2008-09. However, in the medium term, we
expect growth in full strength spirits will return to the average growth rates of recent years.
Pre-RTD tax change observations
Trends observed prior to the April 2008 tax change on RTDs revealed that the share of the
market held by bottled spirits declined by 1.4% in the period 1999-00 to 2007-08. Full-strength
bottled spirits (FSBS) currently comprise 12.4% of the total alcohol market (2008-09), down
from 13.6% in 1999-00.
Long term analysis between the periods 1970-71 and 2006-07 reveals spirits consumption had
only grown at a compound average growth rate of 1.2%. This conclusion, when read with the
observation that total per capita consumption has been stable in recent years, illustrates that a
significant proportion of the growth in RTDs, particularly since the changes made under the
New Tax System (NTS), has been at the expense of full-strength spirits.

Ready-to-Drink alcohol products (RTDs)
Post-RTD tax change observations
As outlined above, the 70% tax increase on RTDs has had a significant impact on spirit based
RTD volumes. Sales data in the months immediately following the change have demonstrated a
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decline of up to 40%. However, the industry and some economists believe that this decrease
will settle at about a 29% decline for 2008-09. For example, one recent set of published extracts
(Consumer staples: Alcohol, Macquarie Research Equities, 9 January 2009) for the November
quarter 2008 versus the November quarter 2007 show the following changes in volumes (litres
of product):
¾

RTDs: -28.8%

¾

FSBS: +14.3%

¾

Beer: +1.1%

However, past analysis tells us that while tax increases on particular products will shift
consumption away from that product, per capita alcohol consumption will remain broadly
stable. This is certainly consistent with recently observed patterns of significant substitution
away from RTDs to FSBS and beer.
Although it is the case that alcohol consumption has fallen since the April 2008 change, there
could conceivably have been an increase in levels of risky and high risk drinking as a result of
the measure. This is because this substitution results in increased unmeasured self pouring of
full strength spirits, and increased consumption of full strength beer, which is the preferred
beverage of young males drinking at risky and high risk levels.
Pre-RTD tax change observations
DSICA acknowledges that in recent years, prior to the April 2008 tax change, RTDs have
experienced significant growth. However, DSICA stresses this growth be viewed in the context
of other developments in the market – such as the decline in beer and stable levels of fullstrength spirits consumption.
In summary, from Graphic 2 it can be seen that the pre-April 2008 increase in the popularity of
RTDs had been primarily in substitution for bottled full-strength spirits and full-strength beer,
and was not due to an overall increase in consumption.
Discussions regarding the rapid growth in RTDs (over the period 2000 to 2008) also tend to
ignore the following facts:


the majority of RTDs are similar in alcohol content to full-strength beer (about 5%
alcohol by volume (abv));



RTDs comprised only 10.6% of the market (in 2007-08);



75% of RTDs are dark spirit-based, and are preferred by males 24 years and older;



growth in the RTD market had begun from a very low base of 3% of the total alcohol
market in 1999-2000; and



even prior to the RTD tax change of, the RTD market growth had significantly slowed in
recent years (2.5% growth from 2006-07 to 2007-08).
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Graphic 3: Rate of RTD growth had slowed dramatically prior to April 2008 tax change

1.3 Alcohol Revenue Estimates
DSICA estimates that the Australian Federal Government will collect approximately $7.1
billion in taxation revenue from the production and consumption of alcohol beverages in the
2009-10 financial year.
The sources of this revenue are:


excise duty (on the local manufacture of beer, spirits and RTDs);



customs duty (on the importation of beer, spirits and RTDs);



Wine Equalisation Tax (WET) (on the wholesale, or equivalent, sale of locally produced
and imported wine and cider); and



Goods and Services Tax (GST) (on the local final consumption of all products).

This section outlines DSICA’s estimate of revenue forecast for the 2009-10 year.
DSICA Revenue Estimates – 2009-10 year

Methodology
In compiling its revenue estimates, DSICA follows a rigorous methodology and sources
information from both reputable industry sources and Government agencies (eg ABS).
The figures in the graphics below are the output from this process.

Revenue estimates for 2009-10
For the 2009-10 year, DSICA estimates that the Federal Government will receive the following
taxation revenue from the alcohol beverage sector:
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$1,473m in customs duty;



$3,298m in excise duty;



$703m in WET;



Resulting in $5,475m non-GST revenue (see Graphic 4);



$1,601m in GST revenue for the States and Territories (see Graphic 6);



Resulting in $7,075m in total.

Graphic 4:

DSICA estimates of non-GST Commonwealth revenue from alcohol taxation (2009-10)

The percentage share of total estimated non-GST revenue for 2009-10 is illustrated below in
Graphic 5.
Graphic 5:

Market sector contribution to non-GST revenue (2009-10)
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DSICA estimates that the Government will receive $1,601 million in GST revenue from alcohol
products in 2009-10 (see Graphic 6). This is a conservative estimate, and does not include the
GST on draught beer, which includes a service component.
Graphic 6:

DSICA estimates of GST revenue from alcohol taxation (2009-10)

(Note: Figures above may not add to the totals provided, as small differences arise due to
rounding.)
Impact of RTD tax change

MYEFO has shown that there will be a significant revenue shortfall on the RTD tax measure
compared to the original 2008-09 Budget Paper figure. This significant shortfall is due to the
following key flaws in the Treasury modelling methodology:
•

a significant proportion of the RTD market is sold as (9 litre) cases, not as individual units,
as assumed by Treasury;

•

consequently, the average price increase for RTD’s was 15%-30% not 9.4% as assumed;

•

the own-price elasticity of RTD’s is more likely to be -1.5, rather that -0.4, as assumed;

•

therefore the volume reduction in RTD’s was -25% to -30%, not -3.76% as assumed;

•

there has been significant substitution into full strength spirits and beer, compared to the
initial assumption of no substitution.

Treasury has acknowledged their original estimate was flawed by conceding in the 2008
MYEFO that substitution from RTD’s into other categories did occur, contrary to their
methodology at the time of the 2008-09 budget.

1.4 The current tax structure for alcohol in Australia
The current alcohol taxation system fails to adequately satisfy any of the key criteria of a good
tax system (see further analysis in Chapter 5 of this submission).
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Furthermore, it does not help achieve good health policy outcomes and it inappropriately
distorts the alcohol beverage market place by improperly influencing decision making regarding
product manufacture and consumption.
The problems of the current taxation regime are demonstrated by:


a mix of ad valorem (wine, grape wine products and cider) and volumetric taxation rates
(beer, spirits and RTDs);



a system of eight different rates – some of which are indexed and some not;



some products (eg. spirits) have import duty at ad valorem rates indiscriminately applied;



rebates and tax free thresholds available to some products (eg wine and beer) and not to
others; and



two different government departments administering different taxes for the same
products.

DSICA further analyses the many short comings of the current alcohol tax system in Chapter 5
of this submission. We would also refer readers to the DSICA submission to the Australia’s
Future Tax System Review Panel (DSICA 2008).
Conceptual framework of Australia’s alcohol tax system

DSICA has developed a new graphical tool to illustrate the framework of Australia’s system of
alcohol tax system. See Graphic 7 below.
The purpose of this graphic is primarily as follows:


it helps demonstrate the current complexities and anomalies that exist, particularly in
relation to differing tax treatments that apply to products that are substitutable, and



it acts as a framework to assist in the development of alternative models for alcohol
taxation – see Chapter 5 of this Submission.

Graphic 7: The Current Alcohol Tax System
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Key features of the graphic are:


Different beverage categories are listed horizontally across the page (the horizontal axis).



Alcohol by volume (abv) content is listed vertically along each side of the graphic (the
vertical axis).



There is a deliberate break in the graphic at 10% abv, as this tends to be the upper limit
on “lower-strength” beverages such as beer, cider, and RTDs while most wine, liqueur
and spirit based products are above this level. We note that 10% abv is also a key
reference point in the Excise and Customs legislation and also separates Tax Base 1 from
Tax Base 2 in Treasury’s Tax Expenditure Statement analysis. Refer further discussion
in Chapter 4.



Different beverages are then “plotted” in the centre of the graphic against the two axes.
Current taxation rates are indicated, as is whether a particular beverage qualifies for the
1.15% abv excise-free threshold.

DSICA draws the reader’s attention to the following additional features that the graphic
highlights:


Different beverage categories are allocated different colours.



abv levels below 5% are designated to reflect the different excise rates that currently
apply to low, mid and full-strength beer.



DSICA has incorporated what it calls an “over-strength” band in the sub 10% abv
category from 5.1% to 10%. The importance of this distinction will become apparent
when DSICA outlines its recommendations for tax reform in Chapter 5.



Draught beer is separated as a category as it is subject to different excise rates compared
with packaged beer.



The graphical depiction of grape wine products reflects their definitional requirement in
the WET Act that they must be between 8% abv and 22% abv.



Cider is depicted close to wine products and in the same colour as wine products to
reflect that it is taxed under the same regime as wine (ie subject to wine equalisation tax).



Cask wine is separated from bottled table wine, as these are two distinct parts of the wine
market.

DSICA believes this graphic is useful in examining both the current taxation regime (including
its anomalies and complexities) and in providing a framework to consider possible tax reform
options.

1.5 Conclusion
DSICA believes that the significant substitution into full strength spirits and beer documented
above demonstrate that the RTD tax increase has failed as a health measure (see further
discussion in section 3).
DSICA also believes that the significant revenue shortfall forecast by MYEFO demonstrates
that the RTD tax increase has also failed as a revenue measure. The RTD increase should
therefore be immediately reversed. An amount equivalent to the revenue collected under the tax
increase should be allocated to new alcohol harm reduction initiatives, in lieu of duty refunds
that will arise if the tax increase is reversed.
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2

Alcohol consumption patterns in Australia

Overview


On a per capita basis, alcohol consumption in Australia has fallen over 20% since a 30 year
peak reached in the early 1980s.



Per capita alcohol consumption has not increased significantly since tax reforms in 2000 which
included a tax reduction for RTDs.



Australia’s per capita consumption global ranking has been falling.



According to AIHW, there has been virtually no change in the pattern of risky and high risk
drinking over the period 2001-2007.



The NDSHS 2007 concluded that regular strength beer, bottled spirits and liqueurs and bottled
wine are the beverages of most concern in relation to risky and high risk drinking across all age
groups sampled. RTDs did not feature as a beverage of concern in relation to risky and
high risk drinking.



The AIHW recently concluded that, given the stable or declining prevalence of risky drinking
and the lack of any clear trend regarding preferences for RTDs, the increased availability of
RTDs does not appear to have led to an increase in risky consumption.

2.1 Introduction
Alcohol’s place in Australian culture

Alcohol is widely enjoyed throughout Australian society and is broadly accepted as a way of
relaxing and socialising.
The Australian Government’s recently released Discussion Paper prepared by the Preventative
Health Taskforce (PHT) acknowledges the role of alcohol in Australian society (PHT 2008b, p
2):
“Alcohol plays many roles in contemporary Australian society – as a relaxant, as
an accompaniment to socialising and celebration, as a source of employment and
exports, and as a generator of tax revenue. It is intrinsically part of Australian
culture.”

The majority of Australian’s drink responsibly

It is also important to note that the majority of Australians drink in a responsible manner
without harm to themselves or to others.
In 2007, over 70% of the Australian population (aged 14 years and over) drank alcohol at low
risk levels. Approximately 17% were recorded as “abstainers” – those who had not consumed
alcohol in the previous 12 months (AIHW 2008a, p 23). Therefore, if low risk drinkers are
combined with abstainers, nearly 90% of the population consume alcohol in a way that is not
considered harmful in the long term.
Again, the Government’s PHT also acknowledges this fact (PHT 2008b, p 2):
“The majority of Australians who regularly drink, do so in moderation. Around
three-quarters (72.6%) of Australians drink below levels for long term risk of
harm.”
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Helping those at risk of harm

Notwithstanding the positive and encouraging statistics quoted above in relation to the bulk of
the Australian population, DSICA acknowledges that there are certain groups in the population
who are at an increased risk of harm.
The PHT has set a target to reduce the prevalence of harmful drinking for all Australians
by 30% (PHT 2008a, p 29).
DSICA has and will continue to work constructively with Government and other stakeholders to
develop and implement policies and programs aimed at minimising harm from alcohol misuse.
For example, DSICA worked closely with the working group who devised the National Alcohol
Strategy 2006-2009 and endorsed many of its aims and initiatives. Likewise, DSICA looks
forward to working with the PHT in the development and implementation of the Government’s
Preventative Health Strategy in the area of alcohol.
Importance of alcohol consumption data

Policy development and program implementation aimed at achieving the PHT’s target must be
based on the best available evidence. Importantly, to measure the effectiveness of policies, we
must be able to accurately assess the changing level and patterns of alcohol consumption.
A crucial starting point in the evidence base in this area is the actual levels of alcohol
consumption, patterns and trends in the Australian population.
DSICA devotes significant time and effort to compiling its own estimates of the alcohol market
and examining and comparing estimates put forward by other organisations.
We devote this section of the submission to outlining DSICA’s current estimates of alcohol
consumption in Australia and to identifying some of the best available evidence on this topic.

2.2 DSICA analysis of Australian adult per capita alcohol consumption
As part of its annual Pre-budget Submission, DSICA compiles a detailed estimate of the alcohol
market in Australia. Data sources for this estimate include reliable industry data as well as
Government sources.
DSICA prides itself on its track record of estimating the alcohol market and alcohol tax revenue.
Historically, DSICA has been able to come well within a 10% variance of published Federal
Budget Paper revenue figures, and within a 5% variance for the majority of alcohol categories.
We believe that this level of accuracy provides DSICA with a high level of confidence in its
analysis and predictions of market composition and revenue estimates.
Stable trend in Australian adult per capita alcohol consumption

DSICA estimates alcohol consumption for 2007-08 in Australia at 9.77 litres of pure alcohol
(Lals) adult per capita (population 15 years and over). This is down from 9.98 Lals adult per
capita in 2006-07.
The Australian Bureau of Statistics (ABS) figure for alcohol consumption in 2006-07 of 9.88
lals (ABS 2008) is very close to the DSICA figure provided above. (See section 2.3 below for
more analysis of the ABS figures).
A time series of per capita alcohol consumption from 1973-74 to 2007-08 is captured in
Graphic 8 below. DSICA highlights the following observations and insights in relation to this
time series:


adult per capita alcohol consumption has fallen below 1970’s levels;



adult per capita consumption is now more than 20% below its 30 year high reached in
1982-83;
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there has been no significant increase in adult per capita alcohol consumption since the
New Tax System (NTS) reforms of 1 July 2000, which included a reduction in tax for
RTDs; and



while there appears to be a slight upward trend in recent years (although a decline in
2007-08 over 2006-07), when examined in a historical context, Australia’s per capita
consumption has been statistically flat over the past decade.

Graphic 8:

Per capita alcohol consumption has fallen below 1970’s levels

The stable trend in per capita alcohol consumption demonstrated in the graphic above is
supported by other respected statistical agencies, including the ABS (refer our commentary in
section 2.3 below) and the Australian Institute of Health and Welfare (AIHW) (refer our
commentary in Section 2.5 below).

2.3 Australian Bureau of Statistics: Apparent Consumption of Alcohol,
Australia, 2006-07
Probably the most acknowledged accessible data set measuring alcohol supply in Australia is
the Apparent Consumption of Alcohol, Australia series published by the ABS (ABS Catalogue
Number 4307.0.55.001). The most recent publication in the series is the 2006-07 issue released
on 18 April 2008 (ABS 2008).
Publication purpose

Apparent Consumption of Alcohol, Australia, contains annual estimates of apparent alcohol
consumption based on the availability of alcohol in Australia.
The publication notes that consumption is not intake. Available for consumption data are
derived using information relating to supply. This means that data reported are an approximate
estimate of alcohol available (ABS 2008, Introduction, para. 2).
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Publication results

Key statistics from the most recent release of Apparent Consumption of Alcohol, Australia for
the 2006-07 year are outlined in Graphic 9 below.
Graphic 9: Alcohol available for consumption and apparent per person consumption by persons
aged 15 year and over

DSICA comment

DSICA makes the following observations in relation to the data in the most recent ABS release:


While the RTD category has exhibited the strongest growth in available for consumption
and apparent consumption measures, it is important to note that the total figures on both
measures have exhibited only modest growth (0.1% growth in total apparent consumption
from 2005-06 to 2006-07). This supports DSICA’s assertion that while different
beverage categories may exhibit short and long term changes in consumption, total
alcohol consumption in Australia remains stable.



The growth in RTDs available for consumption needs to be interpreted with caution given
the recent tax increase on RTDs in April 2008. We note that the latest figure available
under the ABS series is 30 June 2007, a period ending almost 10 months before the RTD
tax change.



We note that DSICA estimates of per capita consumption are very close to those recorded
by the ABS (only a 1% variance to the ABS figure for the 2006-07 year).

DSICA highly values the ABS publication and commends the ABS for the consultative manner
in which it has approached the preparation and revision of the publication.
DSICA wishes to record its concern at the indication from the ABS that it may not publish the
Apparent Consumption series in future years (see ABS 2008, About this publication, para 2).
Given that it is the most accessible data on Australian alcohol consumption and that there is a
pressing need for sound data on alcohol consumption on which to base and assess alcohol
related policy and programs, DSICA would strongly encourage the ABS, Treasury and the
Government to continue this important publication.

2.4 International comparisons
Despite common perceptions of Australia being a nation of heavy drinkers compared to other
countries, per capita consumption of alcohol in comparable developed countries is higher than
in Australia – especially in relation to spirits.
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Furthermore, as outlined above, alcohol consumption in Australia over the last 30 years has seen
a significant decline. Consumption in 2007-08 has fallen more than 20% from a peak reached
in the early 1980’s.
Comparison with the other nine OECD countries selected by the International Comparison of
Australia’s Taxes report (Warburton & Hendy 2006) further supports this conclusion. DSICA’s
analysis reveals that within these ten OECD countries (referred to as the ‘OECD-10’), Australia
has the lowest per capita consumption of spirituous beverages.
The World Health Organisation (WHO) ranks Australia within the top 30 highest alcohol
consuming nations out of 180 countries. DSICA cautions readers regarding such
international comparisons due to cultural and religious factors in some other countries.
Accordingly, DSICA believes it is appropriate to compare Australia’s consumption only against
similar western countries – as in the OECD 10 above.

2.5 Trends in Australian alcohol consumption - Australian Institute of Health
and Welfare (AIHW)
The “Gold Standard” in alcohol consumption surveys

To identify and evaluate the most reliable survey evidence on alcohol consumption in Australia,
DSICA engaged Professor Ian McAllister of the Australian National University Research
School of Social Sciences.
In terms of major national surveys regarding patterns of alcohol consumption, Professor
McAllister identified the AIHW’s National Drug Strategy Household Survey (referred to as
NDSHS) as the most robust and reliable national survey of alcohol consumption patterns in
Australia.
Accordingly, DSICA refers to the NDSHS as the Gold Standard. It uses a large sample size
(over 23,000 in 2007), a common set of questions and a cross-time component enabling the
examination of attitudes and behaviours over time.
The most recent NDSHS was undertaken in 2007. First Results for the 2007 survey were
released in April 2008 and Detailed Findings in December 2008.
Further analysis of the 2007 NDSHS in the context of alcohol was undertaken by AIHW in its
submission to the Senate Community Affairs Committee Inquiry into Ready To Drink
Beverages in June 2008 (referred to as the AIHW Senate submission) (AIHW 2008b).
DSICA highlights some of the key findings from the 2007 NDSHS and the AIHW Senate
submission below.
Background to the NDSHS

The AIHW conducts the NDS Household Surveys on behalf of the Department of Health and
Ageing (DHA).
The NDSHS is the leading survey of licit and illicit drug use in Australia (AIHW 2008a, p1).
Over 23,000 Australians aged 12 years or older participated in the 2007 survey. The survey was
approved by the AIHW Ethics Committee and conducted under AIHW legislation – providing a
high level of integrity and reliability as well as protection to personal information collected.
There have been nine Household Surveys conducted under the auspices of the NDS. Surveys
have been conducted in 1985, 1988, 1991, 1993, 1995, 1998, 2001, 2004 and 2007. These are
extremely important surveys and DSICA believes that they should be conducted more
frequently than every three years. This is because there is a significant time delay in the release
of the detailed findings. The industry would ideally prefer to have more timely data from this
research.
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Professor McAllister has analysed the unit record files of the 1998, 2001 and the 2004 NDS
Household Surveys.
Professor McAllister expressed concern that while the results for the 2001 and 2004 NDS
Household Surveys are based on a sufficiently large number of respondents to allow reliable
analysis, in some categories of risk, the 1998 survey results were not.
DSICA is currently awaiting access to the unit record files for the 2007 Survey. It is only when
these files are available that a fully informed debate regarding alcohol consumption trends and
alcohol policy can be had.
Defining “risk” in relation to alcohol consumption

Low risk, risky and high risk levels of consumption
DSICA strongly supports the use of the 2001 NHMRC Australian Alcohol Guidelines (the
Guidelines) as the most appropriate method of measuring short-term and long-term risk when
consuming alcohol (NHMRC 2001, pgs 2-3, 19-20).
The Guidelines rely on the concept of the “Australian Standard Drink” in their development and
in the establishment of risk levels (see below). The Guidelines define an “Australian Standard
Drink” as containing “10g (equivalent to 12.5ml) of alcohol”. See Graphic 10 below.
Graphic 10: Summary of guidelines for low risk drinking

The Guidelines categorise drinkers into Low Risk, Risky and High Risk categories.
Each of these levels of risk is defined as follows:


Low risk: this is a level of drinking at which there is only a minimal risk of harm, and for
some, the likelihood of health benefits;



Risky: this is a level of drinking at which risk of harm is significantly increased beyond
any possible benefits;
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High risk: this is a level of drinking at which there is substantial risk of serious harm and
above which risk continues to increase rapidly (NHMRC 2001, p4).

DSICA believes that the highest priority should be given to reducing the levels of high risk
drinking amongst vulnerable groups in our communities.

Short-term and long-term risk
The Guidelines identify two levels of risk from alcohol use – short-term risk and long-term risk.
Short-term risk is defined by the Guidelines as the risk of harm in the short term that is
associated with given levels of drinking on a single day (NHRMC 2001, p4)
Long-term risk is defined by the Guidelines as the level of long term risk associated with
regular daily patterns of drinking, defined by the total amount of alcohol typically consumed per
week (NHRMC 2001, p4).
Identifying those groups at high risk across the lifecycle

Analysis by Professor McAllister conducted for DSICA in 2004 indicated the following:
Long-term risk: The proportion of individuals in both the risky and high risk categories peaks
among those aged 18-24 when around 10% of the population are in the risky category and an
additional 10% are also in the high risk category (McAllister 2004 unpublished, p10).
Short-term risk: The proportion of individuals in the high risk category peaks among those
aged 18 – 24. The proportion of individuals in the risky category peaks among those in the 50 –
59 age category (McAllister 2004 unpublished, p10).
2007 NDSHS First Results

In this section, we focus on the latest survey evidence provided by the Gold Standard – the 2007
NDSHS First Results (AIHW 2008a).
It is interesting to note the overriding comment made by the AIHW in relation to its survey
evidence on alcohol consumption, namely:
“Between 1991 and 2007, for Australians aged 14 years or older, alcohol consumption
patterns remained largely unchanged.” (AIHW 2008a, p18).
This re-enforces DSICA’s view that there has not been a dramatic change in overall alcohol
consumption trends in the last 10 to 15 years that would justify the term ‘binge drinking
epidemic’.
At the time of writing, the 2007 NDSHS unit record files were yet to become publicly available.
Once these become available, DSICA plans to engage an independent analyst to update the
analysis of groups at risk, and also the analysis of drinking patterns of young people (see
analysis in next chapter of this submission).
Alcohol drinking status

Table 3.7 of the 2007 NDSHS First Results reports on the drinking status of Australians aged 14
years and older.
Key conclusions reached include:


the proportion of Australians (14 years and older) that has never had a full serve of
alcohol has generally increased since 1998 with a significant increase between 2004 and
2007;



the proportion of the population drinking daily has remained between 8% and 9% since
1993, declining significantly between 2004 and 2007;
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the proportion of the population drinking weekly, while fluctuating, has remained
relatively stable at around 41%; and



the proportion of the population drinking less than weekly has increased from 30% to
33.5% from 1991 to 2007.

Graphic 11

Alcohol drinking status: proportion of the population aged 14 years or older, Australia,
1991 to 2007

Alcohol use by sex

Table 3.8 of the 2007 NDSHS First Results reports on the alcohol use by drinking status of
Australians aged 14 years and older.
Key conclusions reached include:


in 2007, males were almost twice as likely as females to drink daily;



the proportion of the males, females and total persons drinking daily all declined between
2004 and 2007 (see Graphic 12 below);



there has been no statistically significant change in the proportion of males, females and
total persons drinking weekly or less than weekly between 2004 and 2007; and



the proportion of Australians abstaining from alcohol (never a full serve of alcohol)
increased significantly between 2004 and 2007, with a greater change seen among males
than females.
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Graphic 12: Alcohol drinking status: proportion of the population aged 14 years or older, by sex,
Australia, 2001, 2004 and 2007

Alcohol use by age

Table 3.9 of the 2007 NDSHS First Results reports on the alcohol use by age and sex.
Key conclusions reached include:


The proportion of daily drinkers increased with age, the peak for daily drinkers being for
those aged 60 or older, and the peak for less than weekly being for 14 to 19 year olds.



In 2007, a greater proportion of males than females drank daily for all age groups. The
proportion of males was twice or more than that for females for all aged groups except 20
to 29 year olds.

AIHW Senate submission

The AIHW Senate submission provides further analysis and commentary in relation to the 2007
NDSHS results in relation to trends in risky consumption. In particular, the AIHW reports that
there is no significant deteriorating trend in the pattern of risky consumption across all age and
sex groups.
Key conclusions reached by AIHW in this area of its submission include:


In the 2007 survey, the age group with the highest proportion of weekly short-term risk
was 18-19 year olds.



Through the period 2001-2007, there has been little change in the pattern of risky
consumption across all age and sex groups. For some age groups (eg girls aged 16-17)
there appears to have been a decrease in the proportions drinking at risky or high risk
levels for short-term harm (AIHW 2008b, p 8).

While DSICA acknowledges that the AIHW figures are cause for concern in that the number of
those who are at short- and long-term risk are too high, it is encouraging that the trends are not
deteriorating.
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2.6 Beverages preferred by drinkers who are drinking at risky and high risk
levels
National Drug Strategy Household Survey

The NDSHS asks survey participants who consumed alcohol in the last 12 months what type of
alcohol beverage they usually consumed. Note however that respondents could select more than
one response.
Table 5.4 of the NDSHS Detailed Findings 2007 reports on the type of alcohol consumed by
those consuming at low risk, risky and high risk levels.
Key conclusions reached include:


for males in all age groups consuming alcohol at risky or high risk levels (for long-term
risk status), the beverage of choice was regular strength beer;



for females consuming alcohol at risky or high risk levels (for long-term risk status), the
beverage of choice was bottled spirits and liqueurs for 14 to 19 year olds and 20 to 29
year olds and bottled wine for 30 to 39 year olds and those 40 +; and



RTDs did not feature as the beverage of choice for any age/sex category consuming
alcohol at risky or high risk levels.

The alcohol beverage categories preferred by drinkers who are drinking at risky and high risk
levels have not changed between the 2004 and the 2007 NDSHS.
AIHW Senate submission

Further analysis on the type of alcohol consumed was undertaken by the AIHW in its Senate
submission (AIHW 2008b).
The AIHW Senate submission states that there is no increasing preference by young
persons for RTDs during the period 2001-2007. This is contrary to the statements that the
Government and many health advocates have been making in recent times.
Key conclusions reported in the submission are as follows:

Males


Over the period 2001 – 2007, the dominant preference for young males (18-29) was
regular strength beer.



For older males, there is a consistent preference for wine.



For males under 18, there has been a fairly even preference between regular strength beer
and RTDs.



Across all age groups, there has been an increase in preference for RTDs, but there is no
clear trend for RTDs among young males in the period 2001-2007.

Females


Young females (18-29) have roughly an equal preference for RTDs and bottled spirits.



For older females, the preference has been consistently for wine.



For females under 18, the preference has been fairly even between RTDs and bottled
spirits.



Across all age groups, there has been a small increase in preference for RTDs, but there is
no clear trend in preference for RTDs among young females (under 18) in the period
2001-2007.
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Beverage choice and risky consumption
The AIHW Senate submission reaches a very clear conclusion on the relationship (or lack of
one) between trends in risky alcohol consumption and beverage choice, in particular RTDs.
The key conclusion from the Senate submission in this regard is as follows:
“…..it is reasonable to conclude that, given the stable or declining prevalence of risky
drinking, and the lack of any clear trend regarding preferences for RTDs, the increased
availability of RTDs does not appear to have led inexorably to an increase in risky
consumption.”. (AIHW 2008b, p 8).
DSICA concludes from this analysis from Australia’s leading health and welfare statistics
agency, based on results from the leading national drug survey, that there is overwhelming
evidence that there is no justification for the increased tax on RTDs implemented by the
Government in April 2008.
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3

Alcohol consumption patterns amongst young people

Overview


The 2007 National Drug Strategy Household Survey (NDSHS) has reported that there has been
a reduction in the proportion of 14-19 year old drinkers drinking at levels of short or long-term
harm.



The 2007 NDSHS confirms that the type of alcohol usually consumed by 14-19 year old risky
or high risk drinkers is regular strength beer for males and bottled spirits and liqueurs for
females. RTDs are not the preferred beverage of any risky or high risk demographic.



The AIHW recently concluded that given the stable prevalence of risky drinking, and the lack of
any clear trend regarding preferences for RTDs, the increased availability of RTDs does not
appear to have directly contributed to an increase in risky alcohol consumption.



Despite the growth in RTD consumption since 2000 (and before the April 2008 tax change), the
most reliable evidence shows that this growth has not been associated with increased levels of
harmful alcohol consumption amongst young people.



DSICA has developed a series of Indicators (based on the best available national survey
evidence), reviewed by a prominent academic, which measure key facts and trends regarding
alcohol consumption amongst young people.



The Indicators show that, contrary to common perceptions, harmful consumption trends
amongst young people are not increasing.

3.1 Current perceptions regarding alcohol consumption by young people
Alcohol consumption concerns fuelled by RTD tax increase

DSICA observes that there is a perception in the community that there are increasing levels of
alcohol abuse by young people.
These concerns are to an extent driven by occasional and unreliable surveys and media coverage
of these surveys.
There has been heightened coverage of this issue in the months following the Government’s
decision to increase the tax on RTDs – which it has justified on the need to reduce the levels of
harmful drinking amongst young people. There is also a belief that the perceived increases in
harmful consumption are product (ie RTD) driven.
Perception not supported by best available evidence

However, this perception that there is an increased level of underage drinking is not supported
by the most reliable Australian survey evidence. Furthermore, the perception that increasing
harmful consumption is product driven is also not supported by reliable evidence.
While the dimensions and causes of underage drinking require further examination and
strategies to address the problem, DSICA is concerned to ensure that taxation changes and other
policy responses are not made in response to unreliable data and sensationalism. Rather, a
foundation of reliable evidence must be the basis for development and implementation of a
comprehensive range of harm reduction strategies.
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RTDs not the preferred beverage of those consuming alcohol at risky or high risk levels

The 2007 NDSHS Detailed Findings (AIHW 2008c, p 34) confirms that RTDs are not the
preferred beverage of those drinking at risky or high risk levels in any age group, including
young people (14-19 year olds).
The Detailed Findings confirm that the preferred beverage of young males consuming alcohol at
risky/high risk levels is regular strength beer, while for young females it is bottled spirits and
liqueurs. These results have remained the same for the 2001, 2004 and 2007 surveys.
Young people are a priority

Based on the analysis by Professor Ian McAllister on age groups at most risk of harm, DSICA
believes that high priority should be given to reducing the levels of risky drinking by young
people.
In addressing issues surrounding harmful drinking by young people, policy options must
consider broad youth issues and be backed by sound research into effective delivery initiatives.
However, a starting point must be to understand the current trends in alcohol consumption by
this group. This must be undertaken by analysing the most reliable evidence in the area. By
gaining this understanding, policy makers and stakeholders will gain a true picture of the
problem and will have available a series of benchmarks by which to measure the impact of
future response strategies.

3.2 DSICA’s Indicators of alcohol consumption amongst young people
In its annual Pre-budget Submission DSICA updates its reference tool – Indicators of Alcohol
Consumption Amongst Young People (the Indicators).
The tool consists of six key indicators in relation to consumption patterns amongst young
people and seeks to identify:
•

a “snapshot fact” (that is, a measure at a particular point in time); and

•

a “trend” over a timeframe.

The items measured by the Indicators remain unchanged since the First Release and are as
follows:
Indicator 1: Age of initiation: at what age is alcohol most commonly first consumed?
Indicator 2: Prevalence: what proportion of young people are current drinkers?
Indicator 3: High risk drinking: what proportion of young people engage in high risk
drinking?
Indicator 4: Standard drinks consumed: what is the average number of standard drinks
being consumed by high risk drinkers on each drinking occasion?
Indicator 5: Alcohol-attributable deaths: how many underage drinkers are dying from
alcohol-attributable deaths?
Indicator 6: Product preference: what is the product most commonly consumed by
young high risk drinkers?
Data for the Indicators is drawn from the best available survey evidence as identified by
Professor Ian McAllister.
Graphic 13 provides the latest data for the Indicators. DSICA will update the Indicators once
the unit record files for the 2007 NDSHS are released.
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A detailed explanation of the current state and trends of each of the Indicators is provided in a
comprehensive DSICA publication: Indicators of Alcohol Consumption Amongst Young People
(see DSICA 2006). This publication includes a detailed explanation of each of the six
Indicators.
Expert review of the Indicators

In 2008, DSICA commissioned the health economics team of the highly respected economic
consulting firm, Access Economics (Access), to undertake a critical review of the Indicators. A
copy of the report can be obtained on request (Access Economics 2008).
The broad conclusion of Access regarding the Indicators is summarised in the following extract
from their report:
“Our conclusion is that only high quality research and estimation techniques have been
used in the compilation of the DSICA ‘Indicators of Alcohol Consumption Amongst
Young People.” (Access Economics 2008, p ii)
In the analysis below, we highlight comments from the Access Economics review for each
Indicator.
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Graphic 13: Indicators of alcohol consumption amongst young people

Page 30

Pre-budget Submission 2009-10
3. Alcohol consumption patterns amongst young people

Footnotes to Indicators of Alcohol Consumption Amongst Young People

References for the footnotes contained in the Indicators table are as follows:
1, 2, 5 & 6. McAllister, I, 2005, Alcohol Consumption Among Adolescents and Young Adults
December 2005 update (unpublished), Research School of Social Sciences, Australian National
University, Canberra.
3 & 4. Australian Government Department of Health and Ageing, 2006, Australian secondary
school students’ use of alcohol in 2005, Report prepared by Victoria White and Jane Hayman,
Cancer Council Victoria, Melbourne.
7 & 8. King E, Taylor, J, Carroll, T, 2005, Alcohol consumption patterns among Australian 1517 year olds from 2000 to 2004, Department of Health and Ageing, Sydney.
9 & 10. Chikritzhs, T, Pascal, R, & Jones, 2004, National Alcohol Indicators Bulletin 7: Underaged Drinking Among 14-17 year olds and Related Harms in Australia, National Drug Research
Institute, Curtin University of Technology, Perth.
11. Australian Institute of Health and Welfare, 2007, 2007 National Drug Strategy Household
Survey: Detailed findings (Drug Statistics Series Number 22), AIHW, Canberra.

3.3 Evidence base for Indicators
There are three key sources for the Indicators, namely:
•

The National Drug Strategy Household Survey (NDSHS);

•

The Australian secondary school students alcohol and drug survey (ASSSA); and

•

The National Alcohol Campaign Surveys (NAC).

Professor McAllister has concluded that these surveys are the three most robust and reliable
surveys in relation to alcohol consumption patterns amongst young people.
Background on the NDSHS (DSICA’s “Gold Standard”) was provided in the previous chapter.
Some background on the other two surveys is outlined below. DSICA refers to these two
further surveys as the “Silver Standard” and “Bronze Standard” surveys respectively.
Australian secondary school students’ alcohol and drug survey – the “Silver Standard”

There have been eight surveys in the ASSSA series. Surveys have been conducted in 1984,
1987, 1990, 1993, 1996, 1999, 2002 and 2005.
The ASSSA surveys are designed to provide estimates of the current prevalence of alcohol use
among Australian secondary school students and to examine trends in the prevalence of alcohol
consumption amongst this group (White & Hayman 2006, p3).
The 2005 ASSSA survey canvassed 21,805 male and female students aged 12-17 years old in
376 schools across every state and territory in Australia.
National Alcohol Campaign (NAC) surveys - the “Bronze Standard”

Five tracking studies for the National Alcohol Campaign were conducted between February
2000 and February 2004.
The studies were designed and managed by the Commonwealth Department of Health and
Ageing’s (DHA) research and marketing group and employed external research consultants to
conduct the surveys.
An interesting point to note regarding this survey series is that the first survey was conducted in
February 2000 – before the tax changes applying to alcohol as a result of the major tax reforms
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accompanying the introduction of the GST in July 2000. The report demonstrates the negligible
impact of the alcohol tax changes under the New Tax System, which commenced on 1 July
2000.
Importantly, this key report shows that the average levels of alcohol consumption by 15-17 year
olds are declining (or at worst, remaining steady) amongst both low risk and risky/high risk
drinkers.
In reviewing this and other studies, DSICA observes that the way in which some reports express
percentages of drinkers at risk can result in a significant over-estimate of the proportion of the
total age group (for example, see King et al 2005, Figure 22 at p 40). DSICA believes that
when evaluating alcohol consumption patterns it is preferable to refer to proportions of the
entire age group in question, rather than refer to proportions of the group who are ‘current
drinkers’.

Mischievous use of NAC survey data - results on type of alcohol consumed
Section 3.2.2 of the 2005 NAC report (King et al 2005) provides information on the type of
alcohol beverage consumed by survey participants on their last drinking occasion.
Some public comments have been made using these statistics and have been used to support the
Government’s decision to increase the tax on RTDs. Proponents are suggesting that RTDs are
causing risky/high risk drinking, especially amongst young females (see Figure 19, King et al
2005, p37).
DSICA acknowledges that while these comments are correct in saying that the percentage of 1517 year old females who consumed RTDs as a sub-category of spirits has increased from 14% to
62% over 2000 to 2004, this does not say anything about the level of risk these drinkers are at
from their consumption.
DSICA believes it is important to note that what the comments fail to recognise is that the
NAC surveys show that the proportion of this group drinking at risky/high risk levels has
remained static.
In particular, DSICA notes the following favourable observations from the 2005 survey report
regarding female drinkers:


the proportion of 15 – 17 year old females who are drinkers has declined;



there has been no significant increase in the proportion of female drinkers who are
drinking at risky/high risk levels;



the average amount of alcohol consumed by drinkers drinking at risky/high risk levels is
stable; and



there has been no increase in the average consumption of RTDs amongst 15-17 year old
females drinking at risky/high risk levels.

3.4 Insights from the Indicators
In this section, DSICA provides some key insights revealed by the evidence supporting each
Indicator. We also provide a brief comment by Access from its review of the Indicators.
Overall, it should be noted that, despite constant media reports that would lead Australians to
believe otherwise, the Indicators illustrate that alcohol consumption patterns and trends amongst
young people are not worsening.
In fact, on most measures, the Indicators are either static or declining. Of course, this data
relates to 2007, prior to the 70% increase in RTD tax.
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Indicator 1: Age of Initiation


We note that the mean age of initiation has shown a trendless fluctuation over the 13
years up to the 2004 NDSHS Survey. That is, there has been no statistically significant
increase or decrease over the period.



Access concluded as follows in relation to Indicator 1:
“The methodology is sound in that this indicator represents a fairly clear picture of age
of initiation for the average Australian over 20”. (Access Economics 2008, p 9).

Indicator 2: Prevalence


DSICA is encouraged that the ASSSA surveys have found that since 1984, there has been
a substantial decrease in the proportion of 12-15 year old students who are current
drinkers.



Graphic 14 illustrates that the proportion of all 12-15 year old students who, in 2005,
were current drinkers fell to 22%, less than a quarter of the total 12-15 year old
population. This is the lowest level achieved in the life of the ASSSA series, which
began in 1984, and a seven percent decline compared to the 2002 ASSSA results.

Graphic 14: The proportion of current drinkers aged 12-15 is falling



Similarly, the 2005 ASSSA also demonstrated a decrease in the proportion of all 16-17
year old students who were current drinkers. As Graphic 15 indicates, less than half the
students in this age group – immediately preceding the legal drinking age – had
consumed alcohol in the week prior to the day the survey was conducted. This is a slight
decline on levels of current drinkers in this age group since 2002 and three percent lower
than the levels found in the 1985 Survey.

Page 33

Pre-budget Submission 2009-10
3. Alcohol consumption patterns amongst young people

Graphic 15: The proportion of current drinkers aged 16-17 is falling



Overall the 2005 ASSSA results show that the proportion of current underage drinkers,
aged 12 to 17, declined by 5 percent in the period from 2002 to 2005 (White & Hayman
2006).



These reductions in numbers of current drinkers occurred during a period of growth in
RTD consumption. There is clearly no link between RTD growth and the number of
current underage drinkers (see Graphic 16).



Access concluded as follows in relation to Indicator 2:
“The technical calculation for the indicator is deemed correct.” (Access Economics
2008 p 11).
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Graphic 16: No Link Between RTD Growth and number of current underage drinkers

Indicator 3: High Risk Drinking


We note that, with the exception of 18-24 year old males, there is a decrease in the
proportion of young people engaging in high risk drinking.



This conclusion is supported by data in the National Alcohol Campaign (NAC) surveys
(King et al).



The 2004 NAC study shows that the proportion of 15-17 male drinkers who consumed
alcohol at higher risk levels has decreased from 43% in 2000 to 34% in 2004. (King et al
2005, p 40).



Similarly, the NAC study shows that the proportion of 15-17 female drinkers who
consumed alcohol at higher risk levels has decreased between 2001 and 2004. When all
5 NAC surveys are considered, we see that the figure has actually declined from 47% in
2001 to 44% in 2004 (King et al 2005, p 41).



Analysis from the ASSSA surveys shows that during the period 1984-85 to 2006-07,
while RTD sales increased, the proportion of both the 12-15 year old and the 16-17 year
old population drinking at harmful levels remained flat. See Graphic 17 below.



Access concluded as follows in relation to Indicator 3:
“The Indicator is a valid measure as constructed and conforms to the standard
definitions of high risk” (Access Economics 2008 p 15).
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Graphic 17: No link between RTD growth and number of underage drinkers at risk of short term
harm



These facts clearly show that there is no evidence of any link between increasing levels of
RTD consumption and the proportion of young people who drink alcohol at risky or high
risk levels (DSICA 2006a, p 8) (see Graphic 17).

Indicator 4: Standard drinks consumed


We note that the average number of standard drinks consumed by 15-17 year olds
drinking at risky and high risk levels has NOT INCREASED during the period that
RTD consumption has increased (see DSICA 2006a, p 10; King et al 2005, p 48).



In the past, concern has been focused on the tendency of young people to ‘free pour’ fullstrength spirits into mixers with the result being a beverage that has a far higher alcohol
content than pre-packaged RTDs and beer.



With the increased popularity of RTDs has come the ability of the consumer to clearly
understand the amount of alcohol being consumed through a measured dose of alcohol,
combined with clear packaging that highlights the alcohol content in terms of number of
standard drinks.



Access concluded as follows in relation to Indicator 4:
“The Indicator is a valid measure as constructed and conforms to the standard
definitions of high risk and risky” (Access Economics 2008 p 20).

Indicator 5: Alcohol Attributable Deaths


Of course any single death from alcohol related caused is extremely regrettable.
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However, we note that death rates have fallen by over 40% for 14-17 year old males and
females between 1993 and 2002 (Chikritzhs et al 2004, p 3).



Access concluded as follows in relation to Indicator 5:
“Deaths attributable to alcohol is expertly sourced” (Access Economics 2008 p 25).

Indicator 6: Product preference


We note that teenagers drinking at high risk levels in the long term do not prefer RTDs.
This has been confirmed in the latest (2007) NDSHS Detailed findings and has not
changed from results in the 2001 and 2004 surveys.



The 2007 NDSHS Detailed findings confirm that male teenagers in this category prefer
full strength beer and female teenagers most commonly consumed bottled spirits and
liqueurs.



Access concluded as follows in relation to Indicator 6:
“DSICA’s conclusion is supported by the evidence that there is no reliable evidence of a
link between increased popularity of RTDs and levels of harmful alcohol consumption”
(Access Economics 2008 p 27).

3.5 2007 National Drug Strategy Household Survey – First Results
2007 NDSHS Results show reduction in harm for young people

The Government has sought to use the 2007 NDSHS to show increased at risk alcohol
consumption by young people, particularly amongst young women.
However, closer examination of the results illustrate that there has been a reduction in the
proportion of drinkers aged 14-19, both male and female, drinking at levels of short or
long-term harm.
2007 NDSHS First Results – long term harm for 14-19 year olds

The First Results of the 2007 NDSHS show that:


the proportion of males (14 - 19 years) who consume alcohol at risky and high risk levels
in the long term, has fallen from 8.8% in 2001, to 7% in 2007, a reduction of 20%; and



the proportion of females (14 - 19 years) who consume alcohol at risky and high risk
levels in the long term, has fallen from 14.6% in 2001, to 10.6% in 2007, a reduction of
27%. (see Graphic 18 below).
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Graphic 18: Long term: levels of risky and high risk drinking by 14-19 year olds have decreased
substantially between 2001-2007 for both females and males

2007 NDSHS First Results – short term harm for 14-19 year olds

The 2007 NDSHS First Results also show that:


the proportion of males (14 - 19 years) who are at risk of harm in the short term from
consuming alcohol, has fallen from 29.4% in 2001, to 24.5% in 2007, a reduction of 17%; and



the proportion of females (14 - 19 years) who are at risk of harm in the short term from
consuming alcohol has fallen from 33% in 2001 to 28.3% in 2007, a reduction of 14%. (See
Graphic 19 below).
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Graphic 19: Short term: the proportion of both female and male 14-19 year olds consuming alcohol
at risky or high risk levels has fallen consistently between 2001 and 2007

DSICA considers that while the current rates of risky and high risk alcohol consumption by the
14-19 age group are unacceptably high, figures in the 2007 NDSHS First Results showing that
the proportion of persons drinking at this level is declining is a welcome trend.

3.6 AIHW Submission to Senate Community Affairs Committee Inquiry into
RTDs
DSICA has reviewed the AIHW’s submission and in particular its analysis and comments in
relation to alcohol consumption trends amongst young people.
In broad terms, the conclusions of the AIHW submission are in line with DSICA’s observations
– that there has been no change in harmful alcohol consumption patterns amongst young people
between 2001 and 2007.
Key conclusions from the AIHW submission in relation to young people are as follows:


there has been virtually no change in the patterns of risky drinking over the period 20012007 across all age and sex groups, including among young Australians
(AIHW 2008b, p 1);



For some age groups, notably girls aged 16-17 years, there appears to have been a
decrease in the proportions drinking at risky or high risk levels in the short term over the
period 2001-2007 (AIHW 2008b, p 8);



Analysis shows that in all age groups analysed from 12 to 19, there has been no increase
in the proportions of young people drinking at risky or high risk levels in the short term
over the period 2001-2007. Proportions have either decreased or remained static during
the period (AIHW 2008b, Table 6, p 8).
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during 2001 to 2007, the dominant alcohol beverages for young males (18-29) is regular
strength beer followed by RTDs;



there is no clear trend in preference for RTDs among young males (under 18) in the
period 2001 to 2007 (AIHW 2008b, p4);



for young females, there is roughly an equal preference for RTDs and bottled spirits as
their alcohol beverage of choice; and



there is no clear trend in preference for RTDs among young women (under 18) in the
period 2001 to 2007 (AIHW 2008b, p5).

Conclusion

The analysis above, combined with the general assessments gleaned from the 2007 NDSHS, led
the AIHW to conclude that given the stable prevalence of risky drinking and the lack of any
clear trend regarding preferences for RTDs, the increased availability of RTDs does not
appear to have directly contributed to any increase in risky (and high risk) alcohol
consumption (emphasis added) (AIHW 2008b, p1).
This contemporary submission by Australia’s leading health and welfare statistics agency, based
on the best available national survey, is further evidence supporting DSICA’s claim that the
most reliable evidence shows that trends in alcohol consumption patterns amongst young people
were showing positive changes, prior to the RTD tax increase. This is contrary to much
commentary in the sensationalist media and by some anti-alcohol lobby groups.
The goal of reducing the incidence of intoxication amongst young people should remain a
priority area that must not be influenced by sensationalism. Rather, a foundation of reliable
evidence must become the basis for the implementation of a comprehensive range of harm
reduction strategies.
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4

The need for alcohol tax reform

Overview


The current alcohol tax system is complex and riddled with anomalies.



On DSICA’s assessment, the current alcohol tax system does not comply with the well known
and understood principles of tax design or objectives of excise taxation.



Due primarily to lack of equity, the current alcohol tax system discriminates between products
and distorts decisions regarding alcohol production and consumption decisions.



The 70% RTD tax increase has exacerbated these existing problems and has created further
incentive to produce beverages that benefit from lower wine tax and beer tax rates.



DSICA has established six Guiding Principles for Alcohol Tax Reform.

4.1 Introduction
In this section, we outline the compelling case that exists for comprehensive alcohol tax reform
in Australia. We also refer readers to DSICA’s submission to Australia’s Future Tax System
Review Panel (the Review Panel)(DSICA 2008) for a thorough assessment of the need for
alcohol tax reform.
The current alcohol tax system is complex and riddled with anomalies. Ad-hoc and incremental
changes over many years have resulted in a complicated system that is not driven or consistently
underscored by sound tax policy design principles.
DSICA believes that the Government should return to ‘first principles’ and implement a new
system that is built on the foundation principles and features of good tax system design.
Features/objectives of alcohol tax system design

In its submission to the Review Panel, DSICA outlined in detail the key features of tax systems
design and the objectives of excise taxation.




Four key features of good tax system design:
¾

equity,

¾

efficiency,

¾

certainty, and

¾

simplicity.

Three objectives of excise taxation:
¾

raising revenue;

¾

recapturing external costs of consumption and;

¾

discouraging (harmful) consumption.

See Chapter 4 of DSICA’s submission to the Review Panel for a detailed discussion of the
above features and objectives.
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DSICA Guiding Principles for Alcohol Tax Reform

DSICA highlighted the critical need for alcohol tax reform to be underscored by the features
and objectives listed above.
In assessing these features, and taking into account the challenges currently facing Australia in
relation to alcohol tax reform, DSICA developed six Guiding Principles for alcohol tax reform.
These principles are as follows:
1. Volumetric taxation across all alcohol products.
2. Stepped taxation rates – progressively increasing for products of higher alcohol strength.
3. Coordinated approach with health and social policy initiatives.
4. Administrative simplicity.
5. Transitional period.
6. No hypothecation of alcohol tax revenues.
See Chapter 6 of DSICA’s submission to the Review Panel for a detailed discussion of the
above features and objectives.
DSICA will refer to these six principles in developing its proposal for alcohol tax reform to be
submitted in the next stage of consultation in the Henry tax review.
Urgent need for alcohol tax reform

In the remainder of this chapter, we highlight the many complexities, problems and anomalies
that exist with the current system which in turn demonstrate the urgent need for alcohol tax
reform.
Australia’s Future Tax System Review Panel

DSICA notes that the Government, through the Review Panel, recently released its first
consultation paper on tax reform – Australia’s future tax system Consultation paper (AFTSRP
2008).
The Review Panel has acknowledged the complexity and inequity of the current alcohol tax
system:
“The result is that very different amounts of tax are payable on a standard drink
depending on beverage type, alcohol concentration, container size, size of
producer and pre-tax price of the product.”. (AFTSRP 2008, p 220).

DSICA is encouraged by some of the statements made in the consultation paper which indicate
that the Review Panel is sympathetic to reform in line with the proposals put forward by DSICA
in its first submission.
“From an efficiency perspective, applying the same rate of tax to different types of
alcoholic beverages may make the tax system more neutral in influencing
consumer preferences and industrial production.”. (AFTSRP 2008, p 223).

DSICA will be lodging a further submission with the Review Panel to address the issues raised
in its discussion paper and continue to advocate the need for reform.

4.2 Overview of problems with the current alcohol tax system
The current alcohol taxation system fails to adequately satisfy any of the key features of a good
tax system (see DSICA 2008, p 27). Furthermore, it does not help achieve good health policy
outcomes and inappropriately distorts the alcohol beverage market place by improperly
influencing decision making regarding product manufacture and consumption.
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The problems of the current taxation regime are demonstrated by:


a mix of ad valorem (wine, grape wine products and cider) and volumetric taxation rates
(beer, spirits and RTDs);



a system of multiple rates – some of which are indexed and some not (see Graphic 20
below);



some products (eg. spirits) have import duty at ad valorem rates indiscriminately applied;



rebates and tax free thresholds available to some products (eg wine and beer) and not to
others, and



two different government departments administer different taxes for the same products.

Graphic 20: The complex alcohol tax system in Australia

Because the system does not treat all alcohol on the same basis (according to its alcohol
content), there are distortions in production and consumption decisions that lead to
inappropriate social, health and economic outcomes.

4.3 The current alcohol tax system lacks equity
Differential taxation of alcohol

DSICA contends that alcohol taxation in Australia is presently characterised by a significant
lack of equity in that there are different tax regimes and different rates for the taxation of
alcohol depending upon the product. This can be examined in three ways:


Varying effective taxation rates of alcohol;



Multiple and divergent (non-GST) tax per standard drink amounts payable on different
products; and
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The number and extent of taxation expenditures that occur in relation to certain alcohol
beverages (as outlined in Treasury 2007).

4.4 Effective taxation rates for alcohol
Care needs to be taken when referring to nominal (or ‘headline’) excise rates when comparing
the incidence of taxation on different products. This is because beer products are subject to an
excise-free threshold on the first 1.15% of alcohol. This has the effect of lowering the effective
taxation rate applying to these products.
This has many effects, including:


exacerbating the inequitable and distortionary impacts as between beverages of similar
alcohol content; and



an increase in the number of effective taxation rates applying across alcohol beverages.

As illustrated in Graphic 21, DSICA has undertaken an analysis of the effective (non-GST)
taxation rates applying to different alcohol products as from 1 August 2008.
Graphic 21: Effective taxation rates on alcohol products

Some of the more notable conclusions illustrated by the above table are:


With the exception only of low alcohol draught beer, cask wine pays the lowest effective
rate at only $5.28 per lal (when the abv is at least twice the abv of full strength beer or
RTDs);



Port ($13.97 per lal) at 18% abv pays less than half the effective rate of full strength
packaged beer (at 4.6%) of $30.35;



Mid-strength packaged RTDs (which pay the same effective rate as full strength
packaged RTDs of $68.54 per lal) are taxed at 250% the effective rate applying to midstrength packaged beer ($27.17 per lal);
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Full strength packaged RTDs ($68.54 per lal) are taxed at 225% the effective rate
applying to full strength packaged beer ($30.35 per lal); and



Full strength RTDs (at $68.54 per lal) are taxed at 257% the effective rate applying to
grape wine products ($26.72 per lal) when their abv is typically double that of a full
strength RTD.

As DSICA notes, the results of this analysis are stark and clearly highlight the lack of equity in
the current taxation system.
When confronted by this analysis, it is clear as to why production and consumption decisions
are significantly distorted.

4.5 Non-GST tax per standard drink
The complexity of the alcohol tax system is demonstrated in another way by observing the
amount of tax different beverages pay on a ‘per standard drink’ basis – see Graphic 22 below.
The spirits industry has invested heavily in promoting the standard drink concept through efforts
such as including standard drink logos on container labels. This promotion, together with health
agency promotion and education around standard drinks and alcohol consumption guidelines,
has led to an increasing awareness of the standard drink concept amongst the general public.
Accordingly, DSICA believes that consumers have an increasing appreciation of the need for
taxation equity when measured on a ‘tax per standard drink’ basis.
The concept of a standard drink allows a uniform means of comparison of the incidence of
taxation on products of differing alcohol strength and retail price.
Graphic 22: Non-GST tax per standard drink
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The graphic above re-enforces the conclusions and messages outlined under the effective
taxation rate table, including:


cask wine (at an abv up to 13%) pays only 7 cents per standard drink;



full-strength RTDs (at less than half the abv of most cask wine) pay 87 cents per standard
drink (or over 12 times that paid by cask wine); and



full strength beer (at about the same abv as full strength RTDs) only pays 38 cents per
standard drink, less than half that paid by RTDs.

4.6 Taxation expenditures on certain alcohol beverages
The Commonwealth Treasury (Treasury) produces a Tax Expenditures Statement (TES) that it
releases each year. The purpose of the TES is to provide details of concessions, benefits or
incentives delivered to taxpayers through the tax system. The most recent TES, Tax
Expenditures Statement 2007, was released in January 2008. This publication does not take into
account the Government’s implementation of a 70% increase in the taxation of RTDs that
occurred in April 2008.
In compiling the TES, Treasury has outlined a “conceptual framework” for the taxation of
alcohol in Australia. DSICA strongly supports this framework.
Tax bases and tax benchmarks

Assessing “tax expenditures” (which is the purpose of the TES) requires identification and
definition of “tax bases” and “tax benchmarks” for the taxation treatment of various
commodities as follows:


a “tax base” is defined as the activity or transaction subject to tax. In the case of alcohol
beverages, the tax base is the consumption of the beverage; and



a “tax benchmark” constitutes a reference point for Treasury analysis. A benchmark
comprises the regular taxation arrangement that applies to similar taxpayers or types of
activity (Treasury 2008, p21).

Treasury indicates that defining each element of a benchmark is based on two principles:


a benchmark should represent the taxation treatment that applies consistently to similar
taxpayers or types of activity; and



a benchmark should incorporate structural elements of the taxation system. Such elements
could include long standing or integral design features of the taxation system.

In respect of the taxation of commodities, the tax base will either be the price or quantity of the
good sold.
Tax bases and tax benchmarks for alcohol beverages

In its TES, Treasury has identified three components to the tax base for alcohol beverages,
namely:


lower alcohol content beverages (beverages with up to 10% alcohol content), such as beer
and RTDs;



higher alcohol content beverages (beverages with more than 10% alcohol content), such as
brandy and spirits; and



wine and cider (Treasury, 2008, p32).

Wine and cider are given their own category due to the different taxation treatment that applies
to wine and cider (ad valorem taxation) versus beer and spirits (volumetric taxation).
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Categorisation of tax bases for alcohol beverages

Whilst DSICA commends the identification of tax bases by Treasury as a progressive step in
taxation policy analysis, we would like to recommend that the tax bases be numbered to be
consistent with the reporting standards of the OECD and the Warburton and Hendy Report. The
OECD’s Consumption Tax Trends (OECD 2006, pp 57-62) and the Warburton and Hendy
Report (Warburton & Hendy 2006, pp 268-273) categorise alcohol products into beer, wine and
‘alcoholic beverages’ (ie spirits). DSICA believes that adopting a similar hierarchy/approach to
the classification of tax base numbers would further aid taxation and research analysis for
government, industry and health professionals.
Accordingly, we suggest the following amendment to the conceptual framework outlined in the
TES:
Graphic 23: Tax benchmarks applying to alcoholic beverages

DSICA has developed a graphic to depict the three tax bases as proposed above. See Graphic
24.
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Graphic 24: Australian alcohol taxation structure: three tax bases

DSICA supports the logical foundations of this Tax Base framework. That is, that alcohol
beverages of similar content within each tax base should be taxed at similar rates as other
products in that tax base, regardless of the form of alcohol.
DSICA provides comments on Tax Base 1 and Tax Base 3 only: that is, Lower alcohol content
beverages (0 – 10% abv) and Higher alcohol content beverages (>10% abv).
Following this section, this Submission will identify each tax base by the suggested numbering
above.
It is important to note that while DSICA supports the framework’s foundations, it does not
support the current ad hoc nature of the taxation system for alcohol beverages. Furthermore,
DSICA does not necessarily support all of the tax benchmarks identified, in particular, the
benchmark for Tax Base 3 (higher alcohol content beverages).
The second key concept relevant to alcohol taxation in Australia is the concept of tax
expenditures.

4.7 The concept of taxation expenditures
Understanding taxation expenditures is a key approach to appreciating the major current
inequities in alcohol taxation in Australia.
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The concept of tax expenditures

One of the primary functions of Australia’s taxation system is to promote government
objectives. This can be achieved by reducing taxes in selected areas to create economic
opportunities and provide assistance to various individuals, businesses or activities.
A “tax expenditure” refers to a tax concession implemented by government which provides
a benefit to a particular activity or a specified class of taxpayer. A tax expenditure may
arise due to a tax exemption, tax deduction, tax offset, concessional tax rate or deferral of a
tax liability (Treasury 2008, p 1).
In contrast, a “negative tax expenditure” occurs when the system imposes a further cost or
charge instead of a benefit on a particular activity or class of taxpayer (Treasury 2007, p 1).
DSICA believes tax expenditure analysis is fundamental not only to the transparency
principle of good government, but also in providing insight into the current taxation
structure. In the context of alcohol beverages, it allows for the examination of the impact
of tax expenditures on different products (and producers/suppliers), particularly as negative
tax expenditures shift the tax burden onto products that are not treated favourably.
DSICA believes that the identification of tax expenditures is therefore an effective tool in the
development of incremental tax reform agendas. In the framework of alcohol beverages, a good
taxation regime is crucial to achieving acceptable health policy goals as well as sufficiently
contributing to government revenue. Tax expenditure analysis can provide the necessary
foundations for the progressive move towards improved taxation policy.
A comprehensive and recent discussion on tax expenditures analysis can be found in An Agenda
for Tax Expenditure Research in the Asia-Pacific Region by Adrian Cooper (Cooper 2007) (an
unpublished paper presented to the Asia Tax Forum in Hanoi, 18th April 2007).
Calculation of tax expenditures under the revenue foregone approach

The TES utilises (consistent with the prevailing OECD approach) the revenue foregone
approach to measuring tax expenditures (see World Bank 2003). Under this approach, an
estimate is made of how much tax revenue is reduced/increased (relative to a benchmark)
because of the existence of the tax expenditure.
The comparison between current treatment and the benchmark is made on the assumption that
consumer behaviour is unchanged. That is, the revenue foregone estimate is calculated as
follows:
the current amount of consumption X a rate (being the difference between the benchmark and the
current rate)

It is important to note that this calculation does not take account of any elasticities of demand in
response to a change in the current tax rate to the benchmark rate. For example, in cases where
the level of activity is highly sensitive to a concession’s existence, the removal of the
concession may not result in any additional revenue collection. Consequently, the tax
expenditure estimates should NOT be viewed as accurate estimates of the budgetary impact of a
change of the relevant rate to the benchmark rate (see TES 2008, p. 16).
Tax Base 1: Tax Expenditures

TES 2007 identifies six tax expenditures in relation to Tax Base 1. These six tax expenditures
are numbered as follows:


F10

Concessional rate of excise levied on brew on premise beer;



F11

Concessional rate of excise levied on draught beer;
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F12

Concessional rate of excise on low-strength packaged beer;



F13

Consumption tax exemption for privately produced beer



F15

Excise concession for microbreweries;



F16

No excise-free threshold for excisable alcoholic beverages (other than beer) not
exceeding 10 per cent alcohol;

DSICA has consolidated an extract from TES 2008, setting out the revenue forecasts for each
tax expenditure (over an eight year period). See Graphic 25.

Graphic 25: Six tax expenditures in Tax Base 1

Source: TES 2008

Tax Base 3: Tax Expenditure

TES 2008 identifies one tax expenditure in relation to Tax Base 3. This tax expenditure is
numbered as follows:


F9

Concessional rate of excise levied on brandy.

4.8 Tax expenditures analysis
The TES highlights a number of taxation expenditures and a significant negative taxation
expenditure that occurs in relation to certain alcohol beverages in Tax Base 1 (see Treasury
2008, pp 177-180).
Graphic 26 below depicts the three relevant taxation expenditures as follows:


the positive tax expenditure in relation to draught beer (F11);



the positive tax expenditure in relation to low alcohol packaged beer (F12); and



the negative tax expenditure in relation to RTDs (F16).

As previously acknowledged, the most recently published TES does not does not take into
account the Government’s implementation of a 70% increase in the taxation of RTDs.
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Graphic 26: Tax expenditures for alcohol beverages less than 10% abv (2008-09) (Tax base 1)

Explanation of Tax Expenditures Graphic


Graphic 26 is a graphic representation of tax expenditures for alcohol beverages in Tax
Base 1. The horizontal axis shows selected beverages and their content of alcohol and the
vertical axis measures the effective tax rate (tax per litre of alcohol (Lal)) that would have
applied in 2009-10 if the Government had not implemented a 70% taxation increase on
RTDs.

Effective benchmark rate


The benchmark is the tax treatment applied to full-strength packaged beer (including the
1.15% abv excise-free threshold) at a weighted rate of $42.07 per Lal for 2009-10. This is
the benchmark which applies to all products in Tax Base 1, regardless of whether they are
beer, pre-mixed spirits or a wine-based cooler (which is not subject to the Wine
Equalisation Tax).



DSICA has developed a new concept of the effective benchmark rate. This has been
designed to allow a proper comparison of the effective rate on competing products, once
the 1.15% abv excise-free threshold is removed.
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The horizontal red line demonstrates the effective benchmark rate.



The effective benchmark rate is the rate (calculated by DSICA), which, if applied to all of
the alcohol in the product, would yield the same amount of revenue as currently collected
when the higher nominal rate is applied to the amount of alcohol remaining after deduction
of the excise-free threshold.



It can be observed that the effective benchmark rate falls as the alcohol content falls. This
is a favourable design feature. This effect is due to the fact that, as the amount of alcohol is
reduced in the product, the 1.15% abv excise-free threshold becomes a more significant
proportion of the amount of alcohol in the product. That is, less of the remaining alcohol is
subject to excise.



For example, it can be observed that the effective benchmark rate for full-strength
packaged beer is $31.55 per Lal. However, the effective benchmark rate for mid-strength
beer is $28.25 per Lal.

Weighted effective tax rates


The coloured vertical bars depict the weighted effective tax rates for the different beverage
categories. For example, mid-strength packaged beer pays $28.25 per Lal (after allowing
for the 1.15% abv excise-free threshold) while RTDs uniformly pay $42.07 per Lal, given
that they do not qualify for the excise-free threshold.



This analysis set out above allows estimation of the tax expenditure on particular product
categories against the benchmark rate.

Conclusion

The results of Treasury’s most recently released TES – that was published prior to the 70%
RTD taxation increase – demonstrate the substantial inequitable and distortionary impacts of the
existing taxation structure within Tax Base 1.
In fact, given the additional revenue expected to be collected as a result of the 70% RTD
taxation increase it is sound to conclude that the substantial negative tax expenditure identified
by Treasury will significantly increase under the currently implemented taxation structure.
Some of the inequitable outcomes arising from the current alcohol tax system that can be
observed in Graphics 21, 22 and 26 are:
1. The failure of the current tax system to maintain horizontal equity due to the different tax
treatment of wine (on an ad valorem basis) compared to other alcohol beverages (on a
volumetric basis).
2. The failure of the current tax system to maintain horizontal equity due to the arbitrary
distinctions made under the excise and customs regimes, with different effective rates applying
to products of the same alcohol strength. A number of tax concessions also unfairly apply to
some categories of product and not others, despite common alcohol strengths.
3. The failure of the current tax system to maintain horizontal equity due to the application of
an additional 5% protective tariff on some imported excise-equivalent alcohol products (spirits,
RTDs and wine).
These three problems are explored in detail below.
Co-existence of volumetric (excise) and ad valorem (WET) systems produce inequity

Taxes on alcohol in Australia are raised under the following taxation regimes:


excise duty – volumetric excise duty applies to locally produced beer, spirits and RTDs;



customs duty – an valorem duty applies to imported wine, spirits and RTDs;
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Wine Equalisation Tax – an ad valorem tax applies at the wholesale level to locally
produced and imported wine, grape wine products and cider; and



GST – on all alcohol products sold in Australia.

Excise and customs duty
Specific excise or customs duties are applied to all beer, spirits and RTDs entered for home
consumption in Australia.
An ad valorem 5% protective tariff is imposed on imported wine, spirits and RTDs only.

Wine equalisation tax (WET)
Since the NTS reform in 2000, wine has been taxed under the A New Tax System (Wine
Equalisation Tax) Act 2000. The WET is an ad valorem tax applied at a rate of 29% of the
notional wholesale selling price.
The very nature of an ungraduated, ad valorem alcohol tax system is contrary to the principles
of taxation of alcohol – that is, to recapture externalities and discourage harmful consumption.
Rather, under the WET regime, increases in the tax liability of a product are proportional to the
products value, creating the incentive for the production and consumption of low value, high
alcohol wine and grape wine products (often sold in casks/soft-packs).
The WET producer rebate, provided in the form of a wine tax credit, is made available on the
first $500,000 of a producer’s WET liability. This rebate serves to further lower the effective
tax rate applied on products falling under the WET regime. Wine producers will obtain a tax
concession of an estimated $195m (2008-09) as a result of the WET producer rebate (as
measured in the Treasury’s Tax Expenditure Statement 2008 - Treasury 2008).
Australia is unique, as the only country in the ‘OECD 10’ to apply an ad valorem taxation
regime on wine. See Graphic 27 below.
Graphic 27: OECD comparison: taxation systems for alcohol products

In fact, almost all of the 30 OECD countries apply either a specific or a unitary rate of excise on
all alcohol products (the other exceptions being Mexico, Korea and Turkey). Furthermore, the
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European Union (EU), Council Directive 92/84/EEC of the EU dated 19 October 1992
mandates that all members shall apply either a specific or unitary alcohol excise tax.
DSICA contends that there is no social or health policy justification for a separate taxation
regime for wine, grape wine products and cider. Furthermore, international practice amongst
OECD and EU countries would suggest that there is no sound case for the ad valorem taxation
of alcohol beverages.
Under the current system, inappropriate distinctions are drawn between beverages based on the
ingredients and the form of manufacture that fail to maintain relevancy as alcohol beverage
production and marketing become evermore sophisticated. Products of similar appearance – in
packaging, colouring and texture – and of similar alcohol strength and taste may be taxed at
considerably different rates. For example, DSICA would point to the vastly different tax per
standard drink applying to wine based RTDs and spirit based RTDs as outlined in Graphic 22
above.
Inequities within the excise/customs regimes between beverage types

Further inequity in the current tax system is created by the following three abnormalities:


the failure of the excise and customs system to provide incentives for the manufacture
and consumption of low-and mid-strength RTDs as exists for draught and packaged beer;



the application of a 1.15% abv excise-free threshold applying exclusively to beer; and



concessional rates applied to draught beer.

Concessional treatment for beer
It continues to be a major flaw in the current taxation structure that there is no incentive to
produce low-strength and mid-strength RTDs as there is in the case of packaged beer (where a
lower effective taxation rate applies).
This situation has been further exacerbated by the recent 70% increase in the taxation of RTDs,
which has had the consequence of increasing the tax liability of all RTDs regardless of alcohol
content.
RTDs incur an even higher rate of effective taxation in comparison with beer as RTDs do not
receive the 1.15% abv excise-free threshold. This is a failure against the fundamental equity
principle of taxation and distorts production and consumption decisions.
DSICA has produced a unique excise tax graphic which demonstrates the amount of excise duty
payable on a single can of RTD and a beer product at the low, mid and full-strength content
ranges (see Graphic 28).
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Graphic 28: Unequal taxation of packaged beer compared with packaged ready to drink spirits
(RTDs)

It can be seen that the amount of excise duty payable on a low-strength can of RTDs (69 cents)
is greater than the amount of excise duty payable on a full-strength can of beer (52 cents).

Concessional rates applying to draught beer
Draught beer obtains a tax concession of $170m (2009-10 estimate) as a result of lower nominal
rates applicable to the product compared to the benchmark rate applying to full strength
packaged beer (Treasury 2008).
This reduced rate (implemented due to historical reasons in 2001) distorts the market by:


discriminating against packaged beer and RTDs that are taxed at higher rates; and



discriminating against draught RTD products that are also taxed at a higher rate.

Concessional rate applying to brandy
Brandy obtains a taxation concession of $5m (estimate for 2008-09) as a result of lower nominal
rates applicable to that product compared to the benchmark rate (for full strength bottled spirits)
(Treasury 2008).
This reduced rate discriminates against full strength bottled spirits of comparable alcohol
strength that are taxed at a higher rate and again fails the test of taxation equity.

The 5% ad valorem protective tariff for imported spirits
There is no justifiable taxation or health policy rationale for the imposition of a 5% customs
duty on imported spirits, but no 5% customs duty on imported beer.
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Further inequity arises as implementation of an increasing number of bi-lateral free trade
agreements include agreements to remove the protective tariff for products of specific origin.
For example, the Australia-US Free Trade Agreement allows whiskey (bourbon) from the
United States (a significant component of the whisky market in Australia) to be imported into
Australia with no ad valorem duty component, while whisky of other origin (for example, from
Scotland and Ireland – another significant component of the whisky market in Australia) is
required to pay the 5% tariff.
Recent RTD tax change exacerbates inequities and creates distortions

The 70% RTD tax increase is widely viewed by consumers, and by independent and business
commentators as opportunistic, unfair, ineffective, unsustainable and not evidence based.
The tax change has had the effect of exacerbating the inequity faced by spirits products.
This discrimination is further heightened when the best available survey evidence demonstrates
that the policy reason given by the Government for increasing the tax on RTDs has no substance
or foundation. There is no reliable evidence to suggest that the growing popularity of RTDs has
led to an increasing level of risky/high risk drinking by young people. To the contrary, in
general terms and on most measures, harmful alcohol consumption patterns of young people are
not changing (see Chapter 3 above).
Increasing the rate of taxation of spirit-based RTDs has led to the appearance in the market of
RTDs based on beer and wine as well as new cider products. The manufacture of these products
is incentivised through unequal tax treatment applied to spirit based versus non-spirits based
products, regardless of the fact that they may be of similar or equal abv content.
In addition, we have recently seen cider producers bring new products into the market to
compete directly with RTDs. These products have a similar abv to RTDs (around 5%) and are
being targeted at RTD drinkers in terms of their marketing and taste profiles. The tax advantage
that cider has over spirit-based RTDs will continue to aid the significant growth occurring in the
cider market at the moment.
In the past, Treasury have recognised the problems a lack of tax neutrality would have on the
manufacture of pre-mixed drinks:
“The vastly different rates of excise duties on alcohol beverages create
competitive disadvantages. This means that spirits based drinks are at a
competitive disadvantage compared to wine based pre-mixed drinks.”
(Australian Government 1998, p. 73)
For this very reason, in 2000 the then Government – based on sound tax principles – reduced
the excise and customs duty rates on RTDs from the same rate as full-strength bottled spirits to
a similar rate to full-strength packaged beer. When reversed in April 2008, the same market
distortion cautioned by Treasury in 1998 was re-introduced into the alcohol market.
Therefore, far from closing a loophole with its recent decision to increase that tax on
RTDs, the Government has actually re-opened an old one.
The RTD tax increase has failed as a revenue-raising measure. The Government’s
own published revenue estimates show that only approximately one half of the
estimated revenue will be collected compared to the budget forecast (see Treasurer
2008).

4.9 Impact of taxation inequality – market share vs. share of revenue
The current Australian alcohol tax system clearly fails the fundamental taxation principle of
equity. Comparing the incidence of taxation on different segments of the alcohol market
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with their respective market shares highlights this at a very high level – see Graphic 29
below.
As a result of these inequalities, the spirits sector (FSBS and RTDs), while making up only 23%
of the market (in litres of alcohol) in 2007-08, pays close to half of total taxation revenue
attributable to all alcohol products (see Graphic 29 below). The tax per standard drink graphic
outlined earlier in this section tells a similar story.
DSICA estimates that in 2007-08, RTDs accounted for 10.6% of the total alcohol sold in
Australia (in lals). However, in that period RTDs accounted for 15.4% of total non-GST
revenue on alcohol products.
Similarly, spirits accounted for 12.3% of the total alcohol sold in 2007-08 while
contributing 28.6% to total non-GST revenue.
Meanwhile, the impact of the separate WET regime and the application of concessional
rates of excise on beer products meant that in 2007-08 beer contributed 41.1% of total nonGST revenue on alcohol will making up 44.4% of the total market while wine contributed
only 14.4% of total non-GST revenue despite making up 32.1% of the market. See
Graphic 29 below.
Graphic 29: Comparison of market share and contribution to non-GST revenue 2007-08

The starkest outcome of this problem-ridden system is the disincentive to manufacture and
consume lower alcohol content spirits-based and wine-based products.

4.10 The current alcohol tax system lacks efficiency
DSICA suggests that the current alcohol tax system is not as efficient as it could be because:


there is quite a high burden of taxation on some goods (for example, FSBS and RTDs);



the excise base is narrower than it could be, through the exclusion of wine, grape wine
products and cider from the excise base; and



these two factors combine to encourage production and consumption of lower taxed
goods rather than higher taxed goods (for example, production of wine-based or beerbased RTDs and not spirits-based RTDs).

The WET regime is arguably less efficient, even though it too uses self-assessment
arrangements. This inefficiency is due to the relatively larger number of WET remitters and the
difficulties encountered by some producers in calculating their WET liabilities. The WET
regime is complex and has a wide range of ‘assessable dealings’, wine definitions, producer
rebates, credits and refunds.
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Revenue buoyancy

The taxation of alcohol products is a relatively buoyant source of revenue over time, since it is
not significantly impacted by economic cycles.
The taxation of alcohol is relatively inelastic, but there is some substitution between different
alcohol products depending upon price (influenced by the tax component) and there will be
some shifting between products (ie substitution) as relative prices between products move.
However, it should be noted that the ad valorem system that applies to wine can impact
negatively on revenue buoyancy. Even in strong economic times that have been observed in
recent years, there has been weaker WET revenue due to flat or even declining wholesale prices
(ie the tax base for wine).

4.11 The current alcohol tax system lacks certainty and simplicity
DSICA believes that there is significant room for improvement in achieving certainty and
simplicity with the alcohol tax system - particularly on the point of having two Government
agencies responsible for the collection of duties.
The requirement for weekly remittances and the high compliance costs of maintaining licences
and ‘bonded’ warehouses under the customs and excise systems creates a high level of
administration and compliance cost for alcohol products.
The WET regime for wine alcohol products is imposed under separate legislation. The regime
is complex. While major wine producers are more readily capable of estimating their WET
liabilities, this is less the case with the small to medium sized wine producers.
The Productivity Commission in its recent research report Annual Review of Regulatory
Burdens on Business: Manufacturing and Distributive Trades agreed with a DSICA
recommendation to consolidate customs and excise duty administration for excise-like
goods within the ATO (PC 2008, p. 197).

.
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Improving Australia’s system of alcohol taxation

Overview


DSICA has developed six Guiding Principles for alcohol tax reform. These were outlined in its
first submission to the Review Panel.



DSICA has since commenced developing a series of features for proposed alcohol tax reform
consistent with the six guiding principles. It outlines the first four of these features in this
submission.



DSICA’s aim is to develop a series of reform options, all driven by the Guiding Principles, with
a view of ultimately arriving at a single preferred model for alcohol tax reform.



The new model will remove the anomalies and complexities that exist with the current tax
system and reduce the big disparities in taxation per standard drink that currently exist.



Further work is required to arrive at particular excise rates that will achieve revenue neutrality
and have minimal impact on product pricing.



The overdue reform of Australia’s distorted alcohol taxation system should be made a key
priority of the Henry tax review.

5.1 Achieving positive social, health and economic outcomes
The current alcohol tax system fails to meet the key features of good tax system design and fails
in helping Government achieve desirable social, health and economic policy outcomes.
To provide a foundation for comprehensive alcohol tax reform, DSICA has formulated six
guiding principles to guide the reform that is urgently needed of Australia’s alcohol tax system.
These principles were first outlined in DSICA’s submission to the Review Panel and are
summarised below.
DSICA is currently developing a range of tax reform options for consideration as part of the
Governments Future Tax System Review. These options will be underscored by the six
principles. While DSICA has not yet finalised the details of these options, it has developed
some supporting detail relevant to some of the Guiding Principles. This additional detail is also
outlined below.

5.2 Key features of DSICA’s outline for alcohol tax reform
Since lodgement of DSICA’s first submission to the Review Panel, DSICA has further
developed its thoughts on proposed alcohol tax reform consistent with its six Guiding
Principles. In summary, it has developed the following four key features:
1. Volumetric taxation of wine, but maintaining small wine producer rebate: Volumetric
taxation rates will apply to all alcohol products, including wine. This will involve the
removal of the ad valorem WET system for wine. However, the rebate for small wine
producers would be maintained to exempt small producers from taxation as is currently the
case.
2. Graduated volumetric tax bands: Graduated tax bands will apply based on alcohol (abv)
content – with all products within each band being subject to the same nominal and
effective rate of taxation.
3. Draught Beer: Maintenance of concessional excise rates for all categories of draught beer.
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4. Transitional arrangements for cask wine: Provision of a transitional arrangement for
cask wine whereby the volumetric tax rate would be progressively increased over a series of
years to the final rate.
In the sections which follow, we demonstrate how these four key features comply with
DSICA’s six Guiding Principles for tax reform.

5.3 Guiding Principle 1: universal application of volumetric taxation
DSICA’s first guiding principle for alcohol tax reform is that Australia’s future alcohol tax
system should embrace volumetric taxation of all alcohol products, including wine.
Under the current alcohol tax system, wine is the only beverage not taxed under the volumetric
excise and customs regimes. Instead, an ad valorem tax, known as ‘wine equalisation tax’ (or
WET) is applied at a rate of 29% of the wholesale selling price.
This Guiding Principle necessitates abolition of the ad valorem taxation of wine under the WET
and would subject all ‘wine’ (as defined) to a volumetric system. This could be achieved by
either amending the WET Act to subject wine to volumetric taxation, or by bringing all ‘wine’
under the excise and customs regimes administered under the Excise Tariff Act 1921 and the
Customs Tariff Act 1995.
An important element of this reform would however be that the rebate for small wine producers
that currently exists would be maintained to effectively continue the tax exemption that is
extended to this group.
A volumetric wine tax would improve health and social policy outcomes

The ad valorem nature of WET provides incentives to produce and consume low value, high
alcohol wine. A stark example of this point is cask or soft-pack wine. These products often
contain up to 13% abv but are taxed at the rate of approximately 7 cents per standard drink (see
Graphic 22). This rate of taxation is substantially lower than the tax applied to all other alcohol
products (except for low-strength draught beer) and allows wholesalers and retailers to market
this product at prices significantly lower than other alcohol products, many of which are of a
lower alcohol strength (eg packaged beer and RTDs).
A volumetric wine tax would create incentives to produce and consume lower alcohol content
products.
Removing the tax anomaly existing for cider and wine based RTDs

Under the current tax structure, some wine sub-categories such as cider and “grape wine
products”, are often packaged and marketed in a way similar to traditional full-strength spirits,
liqueurs and spirit-based RTDs. However, cider and grape wine products are currently subject
to the WET regime, meaning that they have a significantly lower tax burden than spirits, beer
and RTDs.
Under DSICA’s proposal, this anomaly would be removed and more tax equity would be
introduced by applying the same rate of taxation to grape wine products as that applicable to
packaged beer and spirit-based RTDs of similar alcohol content. The relative tax advantage for
wine-based RTDs and imitation wine-based liqueurs would therefore be removed.
Pricing impacts

The retail pricing impacts of the application of volumetric tax to wine will be dependent on the
tax rates applied for each band.
Given the ad valorem nature of the current WET system, a change to volumetric taxation will
generally mean that wine of the same or similar alcohol content below a particular price point
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will increase in price while those above that same price point will decrease in price (assuming
changes in alcohol tax liabilities are passed on to the consumer). DSICA proposes special
transitional arrangements for some wine products to ease the burden of these price changes –
see below.

5.4 Guiding Principle 2: Stepped taxation rates
Substitutable products to be taxed at the same rate

DSICA’s tax proposals would see a series of progressive tax bands, with lower rates of taxation
applying to lower alcohol content beverages. This will encourage the production and
consumption of lower alcohol content beverages.
This important feature is driven by the view that priority should be given to applying the same
taxation rates to those products that are closely substitutable. Inconsistencies in the application
of taxation rates across products with higher degrees of substitutability leads to a substantial
distortion of alcohol production and consumption behaviour, generally towards higher
consumption of products at lower effective tax rates.
Application of stepped taxation rates across product categories means that products with similar
alcohol content will face comparable taxation burdens, reducing inequities in effective taxation
rates and (non-GST) tax per standard drink across categories. For example, anomalies in the
current tax system include a substantially higher taxation burden on low- and mid strength
RTDs compared to full-strength beer (see Graphic 28 in Chapter 4 of this submission).
One exception to this general principle is draught beer. In the short term, DSICA accepts the
maintenance of different (lower) taxation rates for low, mid and full strength draught beer (as
currently is the case).
In addition, the definition of the tax bands below do not encompass ‘grape wine’ (ie table wine).
DSICA has not as yet finalised its position as to whether wine should be grouped into these
bands or have a separate band of its own.
Tax Band 1 – Low-strength products

DSICA has identified the following products for Tax Band 1 that share a high degree of
substitutability:


low-strength packaged beer;



low-strength RTDs; and



low-strength cider.

Consistent with current excise taxation arrangements, DSICA has identified ‘low-strength’ as
those products exceeding 1.15% abv but not exceeding 3.0% abv.
DSICA believes that production and consumption of products in this tax band should be
promoted, and therefore proposes the lowest of the stepped rates for this band.
Tax Band 2 – Mid-strength products

DSICA has identified the following products for Tax Band 2 that share a high degree of
substitutability:


mid-strength packaged beer;



mid-strength RTDs; and



mid-strength cider.
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Consistent with current excise taxation arrangements, DSICA has identified ‘mid-strength’ as
those products exceeding 3.0% abv but not exceeding 3.5% abv.
Tax Band 3 – Full-strength products

The term ‘full-strength’ has commonly referred to alcohol products exceeding 3.5% abv but not
exceeding 10% abv.
DSICA believes that this range of alcohol strength is too broad to be covered by one single tax
band.
Consequently, DSICA believes that the definition of full-strength should be restricted to include
those alcohol products exceeding 3.5% abv but not exceeding 5% abv.
Tax Band 3 includes the following full-strength products which share a high degree of
substitutability. These are:


full-strength packaged beer;



full-strength RTDs; and



full-strength cider.

Tax Band 4 – Over-strength products

DSICA has developed the new term of ‘over-strength’ for those beverages exceeding 5.0% abv
but not exceeding 10% abv. These beverages are more commonly sold in a ready to drink
format.
Tax Band 4 includes the following over-strength products which share a high degree of
substitutability. These are:


over-strength packaged beer;



over-strength RTDs;



over-strength cider; and



over-strength “grape wine products”.

“Grape wine products” by definition (s31 of the WET Act) must be of an alcohol content of
between 8% abv and 22% abv. Those not exceeding 10% abv are often in the form of piccolo
bottled products (200ml to 250ml) that are close substitutes for beer and RTDs.
Tax Band 5 – Full-Strength Spirits and other higher alcohol products

DSICA believes that the following products exceeding 10% abv are closely substitutable and
should be included in a single tax band - Tax Band 5:


full-strength bottled spirits;



liqueurs;



brandy; and



grape wine products exceeding 10% abv.

Grape wine products exceeding 10% abv often take the form of imitation liqueurs and are
therefore directly substitutable with these products.
Remove distortions to the market place by equalising tax rates based on alcohol content

The current system of taxation effectively incentivises manufacturers to produce, and consumers
to purchase, products made of specific alcohol types attracting lower tax rates, regardless of
their alcohol strength (abv). This produces distortions in competition and consumption and fails
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to maximise potential health outcomes from the consumption of lower-strength beverages. A tax
model based on a graduated volumetric model would solve all these issues.
Tax Rates

At present, DSICA has not finalised its view on the applicable tax rates for each band.
However, in arriving at tax rates, DSICA believes that policy makers should be guided by the
following principles:


Revenue neutrality: Ensure that the new tax model generates the same amount of
revenue for Government as is generated under the current system, inclusive of the tax
revenue estimated to be collected from the RTD tax increase.



Price variations: Minimise the extent of price variations on all products, while still
achieving the key features set out above.

Summary

In summary, DSICA therefore believes that the products within each of the taxation bands:


should share a high degree of substitutability due to shared characteristics such as alcohol
strength, common serving size or container and/or consumer demographic;



if taxed at different rates, this would have a distortionary impact on consumer behaviour;
and



should be, where possible, taxed at the same rate irrespective of the alcohol source of the
product.

5.5 Guiding Principle 3: Coordinated approach with health and social policy
initiatives
DSICA believes a taxation regime that applies volumetric taxation to all alcohol products,
imposes equal taxes for closely substitutable products, and encourages the production and
consumption of low alcohol content beverages will promote a more responsible drinking
environment in Australia.
Specifically, features embodied in DSICA’s proposal are attractive from a health and social
policy perspective for the following reasons:


The graduated tax band structure will encourage the production and consumption of
lower alcohol beverages due to the application of lower taxation rates for lower abv
products.



Introduction of a volumetric taxation on cask wine will reduce the price incentive for
drinkers to purchase low price, higher alcohol content cask wine.

There is no simple answer to excessive alcohol consumption and alcohol related harm. Changes
to taxation by itself will fail to deliver comprehensive changes to the consumption behaviours of
at risk drinkers. DSICA stresses the need for community alcohol initiatives to be developed in
recognition of, and in harmony with, any reformed alcohol tax system. This can be achieved
through the current consultation process in relation to the Government’s Preventative Health
Strategy.

5.6 Guiding Principle 4: Administrative simplicity
Meaningful tax reform should be supported and enhanced by simple and efficient
administrative arrangements.
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DSICA strongly believes that there should be a single administering agency with
responsibility for tax administration of imported excise equivalent goods and domestically
produced excisable goods.
This concept should be carried forward into future tax reform.
DSICA recommends that the single agency should be the Australian Taxation Office
(ATO). This will involve a transfer of the revenue collection and administrative
arrangements relating to imported excise equivalent goods from Customs to the ATO.
There will be a saving in administration costs if this is implemented.
DSICA notes that the Productivity Commission in its recent research report Annual Review
of Regulatory Burdens on Business: Manufacturing and Distributive Trades agreed with
this recommendation (PC 2008, p. 197).
DSICA strongly urges the Government to address this challenge by taking up the
recommendation, which has been supported by the Productivity Commission, to
consolidate customs and excise duty administration of excise equivalent goods within the
ATO.
DSICA believes that reform of wine taxation will provide further administrative simplicity
to alcohol producers, particularly to those organisations who currently have to administer
both excise/customs and WET.

5.7 Guiding Principle 5: Transitional period
DSICA recognises that given the current extremely low effective taxation for cask wine, a
move to a volumetric system will likely lead to a substantial repricing of cask wine.
In order to allow producers of cask wine to transition to the new alcohol tax system, the
Government should consider specifying a transitional period over which there could be a
gradual move to the new system. Over a period of years, the Government could gradually
increase the excise rate on cask wine product to the full rate which is proposed.
Similarly, DSICA suggests that where there are any other impacts of the proposed model that
impact pricing of a particular product in a significant way, a like transitional arrangement could
be examined.
In the longer term there will be a need to bring draught beer in line with the new equitable
model we hope to see delivered through the Henry review process. This could be another case
to apply transitional arrangements.

5.8 Guiding Principle 6: No hypothecation of alcohol taxation revenues
DSICA continues its long held position that revenues collected on the consumption of alcohol
products should not be hypothecated to particular purposes (such as alcohol education and
treatment programs and services). See DSICA’s submission to the Review Panel for further
discussion regarding DSICA’s policy in this area (DSICA 2008, p 40). The one exception is the
additional revenue collected since the RTD tax increase. All of this revenue should be
committed to new alcohol harm reduction initiatives.

5.9 Conclusion and next steps
DSICA has outlined above four key features of alcohol tax reform which further develop on its
six Guiding Principles outlined in its submission to the Australia’s Future Tax System Review
Panel. DSICA will continue to develop more detail regarding possible reform options with a
view to arriving at a preferred model of reform. This model will provide full details on how
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products should be taxed, including the suggested rates applying to each tax band and the
amount of revenue the model will be anticipated to generate.
DSICA looks forward to continuing its dialogue with the Government on this important topic,
including through a further submission and consultations with the Review Panel.
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Conclusion

RTD tax increase should be immediately reversed
The 70% increase in taxation on RTDs announced in April 2008 was not based on reliable
evidence, has failed to achieve its stated health policy objectives and will not raise nearly the
amount of additional taxation revenue that was envisaged by the Government. The tax increase
should therefore be immediately reversed.
There is clear evidence from the Government’s leading health statistics agency (AIHW) that the
increased availability of RTDs does not appear to have contributed to an increase in risky
alcohol consumption (AIHW 2008b). Furthermore, AIHW confirmed in December 2008 that
RTDs are not the beverage of choice for risky and high risk drinkers in any age category
(AIHW 2008c).
In relation to the revenue that the RTD tax change is estimated to raise, the Government
acknowledged in its 2008-09 MYEFO that it will only raise approximately half of the additional
revenue that it was originally expected to raise (as forecast in the 2008-09 Budget).
Accordingly, from both the perspective as a health measure and a revenue raising instrument,
the RTD tax change has failed and accordingly should be reversed. An amount equivalent to
the monies collected under the tax increase should be allocated to new alcohol harm reduction
initiatives, in lieu of any duty refunds that would arise if the RTD tax was reversed.

The need for alcohol tax reform
Australia currently has a very complex alcohol tax system that fails to deliver optimal social,
health and economic outcomes. The current system is complex, riddled with anomalies and
inequities, and distorts production and consumption decisions. These issues and reform of the
alcohol tax system should be made key priorities for the Henry tax review.
DSICA outlined six Guiding Principles for alcohol tax reform in its submission to Australia’s
Future Tax System Review Panel which lay a foundation to guide the direction for much needed
alcohol tax reform. DSICA has further enhanced its thinking around the six principles by
outlining in this submission four key features for reform. These features are consistent with the
guiding principles. Importantly, the key features embody a system that taxes all alcohol on a
volumetric basis at stepped rates, ensuring that substitutable products are taxed at the same rate.
Taxation rates can be developed to ensure revenue neutrality and minimal pricing impact on
most products.
In relation to addressing harmful alcohol consumption, DSICA encourages the Government to
focus on the best available survey evidence to benchmark and assess the effectiveness of alcohol
policies. While harmful alcohol consumption is still occurring amongst some groups in our
community, DSICA is encouraged that harmful consumption patterns amongst young people are
not worsening. The Government should be informed by the best available evidence in this area,
and not be distracted by unreliable surveys and sensationalist media.
January 2008
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Appendix 1 Alcohol Market and RTD Facts
Introduction
Alcohol plays an important role in Australian society and is legally accepted in our culture as a relaxing
way of socialising with friends and family. The majority of Australians drink alcohol in a responsible
manner without harm to themselves or others.
There are a number of myths/popular assertions which abound in relation to the alcohol market,
particularly in relation to Ready-to-Drink alcohol products (RTDs) which are not supported by the facts.
In an effort to ensure that alcohol policy is based on the best available evidence, DSICA believes it is
vital to consider the facts which lie behind some popular assertions that are often expressed by the media
and some in the community.

Overview
Some relevant facts regarding the alcohol market in Australia, and RTDs in particular, are summarised
below:
Fact 1:

Adult per capita alcohol consumption in Australia has fallen below 1970’s and 1980’s levels

Fact 2:

There has been no significant increase in adult per capita alcohol consumption since tax reform
(1 July 2000)

Fact 3:

Adult per capita consumption of RTDs has been growing as adult per capita consumption of
beer and spirits has been falling

Fact 4:

RTDs have a similar alcohol content to beer but pay higher tax per volume of alcohol

Fact 5:

RTDs comprise only 11% of the Australian alcohol market

Fact 6:

75% of RTDs are dark spirit-based and are preferred by males 24 years and older

A detailed discussion of each of these facts is set out on the following pages.
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Popular assertion 1:

Fact 1:

Australians are drinking more per person than in the
past

Adult per capita alcohol consumption in Australia has fallen below
1970’s and 1980’s levels

The accepted methodology endorsed by the World Health Organisation (WHO) is to use the population of
15 years old and over as the basis for estimating alcohol consumption by populations. The terminology
that applies to these calculations is ‘adult per capita consumption’.
This is the methodology which DSICA has applied in analysing the changes in ‘adult per capita
consumption’ in alcohol in Australia. DSICA’s analysis is also prepared on a financial year basis, in
order to provide consistency with taxation estimates, which are also undertaken on a financial year basis.
For example, DSICA’s analysis shows that in 2007-08, the adult per capita consumption was 9.77 Lals.
DSICA’s sources for this data include ABS statistics, as well as statistics obtained from the Liquor
Merchants Association of Australia (LMAA) and other relevant spirits industry sources. The key facts
include:


Fact: Adult per capita consumption of alcohol has fallen from a high of 12.48 Lals in 1982-83 to its
current static level of around 9.77 in 2007-08 (See Figure 1 below).



This is a level of adult per capital alcohol consumption which is lower than 1970’s levels. This
demonstrates that alcohol consumption has decreased significantly on past consumption.

Figure 1: Adult per capita alcohol consumption in Australia (1973-74 to 2007-08)
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Popular assertion 2:
Fact 2:

Tax reform has led to greater consumption of alcohol

There has been no significant increase in adult per capita alcohol
consumption since tax reform (1 July 2000)

There is reliable evidence that taxation changes implemented under the New Tax System (effective from 1
July 2000) have not resulted in increased alcohol consumption in Australia on a per capita basis.
Adult per capita consumption of alcohol in Australia has not significantly increased since tax reform, as
seen in Figure 2 below:


Adult per capita consumption of alcohol has only deviated from a seven year average of 9.78 Lals
by a maximum of 0.27 adult per capita Lals in the years since tax reform. Alcohol consumption has
been relatively consistent in this period, especially when looking at historical consumption. Looking
at these figures shows there is no basis to conclude that tax reform has increased the amount of
alcohol consumed in Australia.



The adult per capita consumption figures for the last nine financial years include:
¾

1999-00: 9.60 Lals

¾

2000-01: 9.73 Lals (first year after tax reform)

¾

2001-02: 9.51 Lals

¾

2002-03: 9.85 Lals

¾

2003-04: 9.72 Lals

¾

2004-05: 9.74 Lals

¾

2005-06: 9.81 Lals

¾

2006-07: 9.98 Lals

¾

2007-08: 9.77 Lals

Figure 2: Adult per capita alcohol consumption in Australia (1997-98 to 2007-08)
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Popular assertion 3:

Fact 3:

The growth of RTDs in the last 10 years means people
are drinking more

Adult per capita consumption of RTDs has been growing as adult per
capita consumption of beer and spirits has been falling

There is reliable evidence that in the period prior to the April 2008 RTD tax change, increases in adult per
capita consumption of RTD’s have occurred at the expense of adult per capita consumption of beer and
spirits. The key facts include:


The most dramatic change in alcohol consumption in the last 30 years has been the substitution of
wine for beer. Beer consumption dropped from 7.18 Lals per capita in 1970-71 to 4.40 Lals per
capita in 2007-08;



Wine consumption increased from 1.37 to 3.25 Lals per capita during the same period;



Comparatively, consumers in 2007-08 are more likely to choose wine to drink than spirits compared
with consumers in 1970-71.



In the period from 1999-2000 to the RTD tax change of April 2008, full-strength spirits
consumption fell, offsetting RTD growth (see Figure 3 below).

Figure 3:

Australia’s adult per capita alcohol consumption by alcohol category (1970-71 to 200708)
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Popular assertion 4:
Fact 4:







All RTDs are stronger than beer

RTDs have a similar alcohol content to beer but pay higher tax per
volume of alcohol
Fact: RTDs have approximately the same alcohol content as full strength beer:
¾

Most RTDs are approximately 4.8% alcohol by volume (abv);

¾

Full strength beer is generally between 4.6% abv and 5.0% abv:

¾

Higher strength (above 5% abv) beers and RTDs are available;

¾

Similarly, piccolo bottled wines (approximately 200 millilitres in volume) are available with
ABVs greater than 9%.

Fact: Mid-strength RTDs have approximately the same alcohol content as mid-strength beer:
¾

Bundaberg Gold is a 3.5% abv RTD, comprising Bundaberg rum and cola, and Jim Beam and
cola has a mid-strength RTD;

¾

This is the same alcohol strength as mid-strength beers.

¾

A comparison between the taxation of beer and RTDs is set out in Figure 4.

Fact: There is unequal taxation of RTDs compared with beer:
¾

RTDs are subject to the same excise rate as spirits, even though they are a substitute for and
competitor for beer;

¾

Beer has a 1.15% alcohol by volume (abv) excise-free threshold. That is, the first 1.15% abv per
Lal of beer does not pay excise.

¾

In contrast, RTDs do not qualify for the 1.15% abv excise-free threshold (despite comparable
alcohol content) .

¾

This results in a situation where the amount of excise payable on a mid-strength RTD exceeds
the excise on an equivalent quantity of full strength beer.
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Figure 4: Unequal Taxation of Packaged Beer and RTDs
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Popular assertion 5:
Fact 5:


RTDs dominate the alcohol market

RTDs comprise only 11% of the Australian alcohol market
Fact: RTDs comprise only 11% of the alcohol market in Australia:
¾

RTDs comprised 10.6% of the alcohol market in 2007-08 (measured in Lals);

¾

Beer comprised 44% of the market; wine comprised 32%; and bottled spirits comprised 12%
(see Figure 5 below).

Figure 5: Australia’s alcohol market by volume (Lals), 2007-08
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Popular assertion 6:

Fact 6:



Almost all RTDs are white-spirit based and sweetlyflavoured to encourage teenage drinking

75% of RTDs are dark spirit-based, and are preferred by males 24
years and older
Fact: RTDs have not been coloured or flavoured to target underage drinkers:
¾

More than 75% of total RTDs consumed in Australia are dark spirit-based, which are typically
dark coloured products (eg bourbon, rum and scotch whisky-based products). The colour and
flavour profile of these products are preferred by over 24 year old males;

¾

Industry conducts research into preferred taste profiles for new RTD products only for
consumers over 18 year olds;

¾

No underage drinkers are included in focus groups who taste potential new products (the
approach of developing new products through focus group taste tests is called sensormetrics);

¾

The industry cannot produce products of varying colours and flavours that only appeal to
consumers over the legal drinking age (eg 18-24 year olds, 24-29 year olds, 29-35 year olds)
without some underage people also finding the products attractive.

Figure 6:

Australia’s RTD market by alcohol base (Lals), 2007-08
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