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Summary 

The Australian Drug Foundation recommends the adoption of the proposed Excise Amendment Bill (No.1) 2002 and the Customs Tariff Amendment Bill (No.2) 2002 as a means of improving the system of alcohol taxation in Australia.  However we urge that the wider issues relating to public health and alcohol taxation also be considered and processes be put in place to reform and improve the alcohol taxation system.

The Australian Drug Foundation

The Australian Drug Foundation is a non-government, non-profit organisation that has been operating for over 40 years.  The organisation’s mission is to work in partnership with the community to strengthen people’s capacity to prevent alcohol and drug problems and to reduce alcohol and drug related harms. The concept of harm minimisation underpins the work of the ADF. The harm experienced by young people through the heavy and unsafe use of alcohol is a priority issue of concern to the ADF.  Therefore the role of alcohol taxation in influencing the use of alcohol in our community is of great interest to us.

Alcohol, public health and taxation

The effect of alcohol on the health and well being of the community is well documented.  The negative effects of alcohol not only impacts on those who use it but those who come into contact with the user through drink driving, violence and family breakdown. In addition the wider community bears the increased costs to health, welfare and legal services, as well as lost working days and social disruption.  

Australia has a long history of taxing the sale of alcoholic beverages, from first settlement to the present. Taxation of alcohol meets two distinct functions. Firstly it has an income generation function.  In some part the government income raised through taxes helps counterbalance the costs of alcohol to the community.  The other less developed function is that of public health. 

We know that raising the real cost of alcohol impacts on consumption negatively. Increasing taxation is a very efficient method of raising the price of a product. 

However the current system of alcohol taxation is riddled with inequities, inefficiencies and contradictions. This is primarily a result of the current system being developed over many years, incorporating changes and allowances for particular issues, circumstances, events and interests over that time.  

It is important to recognise the role that certain types of alcohol products currently play in the public health problem of alcohol misuse, and the connection with the current taxation system.  We know that the rates of violent incidents and alcohol related hospital admissions are most closely related to levels of per capita consumption of cask wine and high strength beer.  Yet these products are currently favoured by our alcohol taxation system.

It would seem timely to review and overhaul the alcohol taxation system to develop a more appropriate, effective and streamlined method of taxing alcoholic products.

Problems with the current system of alcohol taxation.

Inconsistency

There are many varieties of alcoholic products available and they vary widely in alcoholic strength and methods of production.  The one thing they all have in common is that they contain alcohol.  However the level of taxation to which various alcoholic products are subject to also varies widely.  

When this taxation is compared, using the common denominator of alcohol content, expressed as ‘tax levied per 10g of alcohol’ (or standard drink) we find that:

· 6 cents tax levied per standard drink from a $9 cask of wine

· 26 cents tax levied per standard drink from $9 bottle of wine

· 28 cents tax levied per standard drink of 2.7% low alcohol beer

· 24 cents tax levied per standard drink of 4.8% regular beer

Under this system the production and sale of cheap cask wine is favoured, from a tax perspective, even though this variety of product has been linked to serious levels of harm in vulnerable communities.  Likewise a less harmful product such as low-alcohol beer is given no tax benefit over regular beer. 

The current system is confusing and difficult to police.

Taxation of alcohol products based on alcoholic content and strength would be simpler to administer and manage.  It would also remove the potential for bizarre situations such as the case of some producers increasing the alcohol concentration of their product (or advertising it as higher) in order to avoid tax. 

Price based taxes work against public health objectives.

Alcohol taxes based on price, such as the Wine Equalisation Tax, favour cheap products such as cask wine.  See above.  These taxes provide no incentives for drinkers to choose low alcohol varieties.

Towards a better system

1. Introduce a volumetric tax based system

The current system of individual products of similar strength being subject to separate taxation arrangements should be replaced with a system based on a volumetric tax according to alcohol content.   This change would: 

· Be a simpler system to administer

· Encourage producers to develop and promote lower alcohol alternatives 

· Provide incentive to consumers to choose lower alcohol products

· Raise the price of cheap bulk products

· Maintain high levels of government income

· Reduce costs related to alcohol misuse

2. Introduce an alcohol harm reduction levy

The addition of a small levy across the sale of alcoholic products would provide much needed additional funding to support prevention and treatment programs across Australia. An extra cent levied for each standard drink would raise approximately $100 million per year. The effectiveness of such a measure has already been proven with the Northern Territory’s Living with Alcohol Program being funded in this way.  There already exists an appropriately constituted body to administer and manage these additional funds, the Alcohol Education and Rehabilitation Foundation.  

