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The National Alliance for Action on Alcohol, the Public Health Association of Australia and the
McCusker Centre for Action on Alcohol and Youth welcome the opportunity to make a submission to
the Australian Government regarding the Tax Discussion Paper, Re:think Tax.
We provide this submission with a specific focus on the alcohol taxation system in Australia and
ways to improve it to better prevent alcohol-related harm and ensure appropriate measures to
address the spillover cost of responding to alcohol-related problems.

Who we are
The National Alliance for Action on Alcohol (NAAA) is a national coalition representing more than 75
organisations from across Australia that has formed with one common goal: strengthening policy to
reduce alcohol-related harm. Its members cover a diverse range of interests, including public health,
law enforcement, local government, indigenous health, child and adolescent health and family and
community services. The McCusker Centre and the Public Health Association of Australia are
members of the NAAA.
The Public Health Association of Australia (PHAA) is recognised as the principal non-government
organisation for public health in Australia and works to promote the health and wellbeing of all
Australians. The Association seeks better population health outcomes based on prevention, the
social determinants of health and equity principles. The PHAA has a vision for a healthy region, a
healthy nation and healthy people living in a healthy society and a sustaining environment while
improving and promoting health for all.
The McCusker Centre is an independent organisation committed to reducing harms from alcohol
among young people. The work of the McCusker Centre is directed towards raising awareness of the
magnitude of alcohol-related harms among young people, the approaches we know can work, other
options and the need to act without delay.

Executive summary
Alcohol-related harm is a whole-of-community problem; it is not an issue limited to a small number
of ‘problem drinkers’. The level of harm from alcohol in Australia – harm which is preventable – is
cause for substantial concern and should be the focus of urgent action by governments at all levels.
A comprehensive approach is needed to reduce and prevent alcohol-related harm. Substantial
evidence is available to support population level approaches including reform of alcohol pricing and
controls on alcohol advertising and availability. 1
There is overwhelming consensus among leading Australian and international health authorities that
alcohol taxation, when used to increase the price of alcohol, is one of the most effective policy
interventions to reduce the level of alcohol consumption and related problems. 2
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We have participated in previous government reviews of the tax system. We support the
recommendation of the 2009 Henry Tax Review 3 to remove the Wine Equalisation Tax (WET) as part
of reforming the alcohol taxation system. We also support, in part, the recommendation to
introduce a volumetric taxation system. However, unlike the Henry Review, we recommend a tiered
volumetric taxation system. A tiered volumetric system would be inclusive of stepped increases in
tax rates that provide economic incentives for the production and consumption of lower strength
alcohol products, and disincentives for the highest-risk products.
Appropriate alcohol taxation has significant benefits for the government in terms of improved health
of the community, significant reduction to costs associated with alcohol-related problems (e.g.
expenditure on health services and police), and collection of revenue.
We support the following principles for reform of the alcohol taxation system 4 in Australia with the
objective of reducing harm and promoting a safer drinking culture:
1. Taxation of alcohol should be based on the principle that alcohol is no ordinary commodity.
It is a product responsible for major harms in our community.
2. Alcohol taxation is one of the most effective ways to reduce alcohol consumption and
associated harms – and is especially effective if part of a broader-based health strategy.
3. The approach to alcohol taxation should be volumetric, with tax increasing for products with
higher alcohol volumes.
4. The alcohol taxation system should have the capacity to target alcohol products deemed to
be of higher risk, or creating additional harms in the community.
5. There should be an overall increase in alcohol taxation.
6. The real price of alcohol should increase over time.
7. Changes in tax should not be designed to produce a decrease in price for alcohol products,
other than for low alcohol products.
8. To complement volumetric tax on alcohol, there is also a need to regulate the minimum
price (or floor price) of alcohol products.
9. A proportion of alcohol taxation revenue should be hypothecated to prevent and reduce
alcohol-related harm in the community.
We outline four recommendations:
• Recommendation 1: Removal of the WET should be a priority
• Recommendation 2: Introduce volumetric taxation of alcohol
• Recommendation 3: The real price of alcohol should increase over time
• Recommendation 4: Introduce a minimum floor price for alcohol
We recommend the WET be removed at the earliest possible opportunity and as a matter of
urgency.
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Alcohol is a significant health and social problem in Australia
The harms associated with alcohol provide an urgent and compelling case for policy action.
There are high levels of community concern about alcohol; 75% of Australian adults believe Australia
has a problem with alcohol, 5 and 94% are concerned about alcohol-related violence and alcohol use
among young people. 6
The drinking patterns of Australians provide major cause for concern:
• Almost 1 in 5 (18.2%) people aged 14 years or older consumed more than 2 standard drinks
per day on average, exceeding the National Health and Medical Research Council (NHMRC)
low risk drinking guidelines to prevent lifetime risk. 7
• More than 1 in 3 (38%) people aged 14 years or older reported that on at least 1 occasion in
the previous 12 months, they had consumed alcohol at a level placing them at risk of injury;
1 in 4 (26%) had done so as often as monthly.7
• Australia’s per capita alcohol consumption remains high by world standards. 8
There is particular concern about the drinking patterns of young people:
• 80% of alcohol consumed by young people aged 14 to 24 years is consumed in ways that
puts the drinker’s (and others’) health at risk of acute harm, e.g. from falls, assault injuries,
road crashes, and burns. 9
• In 2013, 15.4% of males and 11.3% of females aged 12 to 17 years exceeded the adult
drinking guidelines for single occasion risk (5 or more standard drinks on a single occasion).7
• Many young people drink to get drunk; 45% of current drinkers aged 16 to 17 years report
intending to get drunk on most or every occasion when they drink alcohol. 10
• In a 15-year Australian prospective cohort study, the overwhelming majority of adolescent
binge drinkers (90% of males and 70% of females) continued to binge drink in young
adulthood. 11
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Australia’s alcohol consumption is high by world standards
Australian Bureau of Statistics (ABS) figures show that annual alcohol consumption is currently 9.7
litres of pure alcohol per person – about 2 standard drinks per day per person aged 15 years and
over. 12 This is down from 10.6 litres in 2009 and 9.9 litres in 2013.
Despite this slight reduction, Australia’s per capita alcohol consumption is still above the average for
OECD countries of 9.1 litres, and ranks high by world standards (world average 6.2 litres).8
Although per capita consumption provides an indication of overall consumption levels, this
generalised measure alone does not provide an adequate picture of how drinkers are consuming
alcohol, including the extent and distribution of harmful drinking behaviours. In interpreting
consumption data, we need to be mindful that national averages can hide different trends in states
and territories, and population sub-groups. In addition to an ageing population, migration trends,
and young people commencing drinking later7, factors that have changed Australia’s drinking
patterns include a shift from beer to wine12, changes in locations where people buy alcohol, and a
two-tier drinking culture developing7. The ABS estimate includes people who do not drink, people
who drink very lightly and young people aged 15-17 years, for whom the NHMRC guidelines
recommend no alcohol as the safest choice.
Despite the slight reduction in per capita alcohol consumption, there remains significant and in some
cases growing levels of alcohol-related harms. Young people, as well as the community as a whole,
still experience a wide range of harms from their own and others’ drinking.

Harms associated with alcohol
Alcohol is associated with a concerning range of immediate and longer term harms, both as a result
of a person’s own drinking and the drinking of others.
Harms to the drinker
The range and magnitude of alcohol-related harms among Australians are unacceptable:
• Alcohol plays a role in more than 200 different chronic health problems, including
cardiovascular disease, cancers, diabetes, nutrition-related conditions, cirrhosis, and
overweight and obesity. 13
• Over a third (35.2%) of risky drinkers aged 14 years and older suffered memory loss at least
once as a result of excessive alcohol consumption in 2013.7
• Almost half (45.8%) of all Australian school students aged 16 to 17 who report drinking in
the previous week also report being sick or vomiting after drinking.10
• Drink-driving contributes to 30% of all deaths on Australia’s roads. 14
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Of all deaths from suicide, 22% can be attributed to the use of alcohol. This means that
every fifth suicide would not occur if alcohol were not consumed in the population. 15
Alcohol is a factor in 2 in 5 (41%) drowning deaths in people aged 15 to 29 years. 16
As many as 60% of patients in the burns unit at Royal Perth Hospital are there because of
alcohol. 17
Harmful alcohol use is associated with a range of chronic diseases including cardiovascular
disease, some cancers, liver diseases and cognitive impairment. 18 It is estimated that 5,070
cases of cancer (or 5% of all cancers) are attributable to long-term chronic use of alcohol
each year in Australia. 19
In 2013, 1 in 5 (21%) recent drinkers aged 14 or older reported putting themselves or others
at risk of harm while under the influence of alcohol in the previous 12 months. Driving a
motor vehicle was the most common risky activity undertaken while under the influence of
alcohol (12.2% of recent drinkers).7
There is growing evidence that alcohol is implicated in a range of longer term consequences
including harm to the developing brain. The brain continues to develop into the early 20s,
and alcohol can irreparably damage young brains leading to problems with memory,
planning and organisation, impulse control and mood regulation. 20

Harm to others
There is growing recognition that alcohol affects people other than the drinker, including vulnerable
groups such as children:
• More than 1 million Australian children are estimated to be affected in some way by the
drinking of others. Children experience a range of harms including verbal abuse, being left in
an unsupervised or unsafe situation, physically hurt or exposed to domestic violence. 21
• Alcohol use during pregnancy is a leading cause of preventable birth defects, including Fetal
Alcohol Spectrum Disorders (FASD). 22
• 1 in 8 children born in Fitzroy Crossing in WA has Fetal Alcohol Syndrome (the most severe
form of FASD), a rate of 120 per 1000. This rate does not include FASD, which is expected to
be even higher. 23
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In a given year in Australia, 277 deaths of people aged 15 years and over are estimated to be
due to another’s drinking and driving (this represents three quarters of all deaths due to
drinking of others). 24
Almost 5 million Australians aged 14 years or older (26%) had been a victim of an alcoholrelated incident in 2013.7
1.7 million Australians experienced physical abuse by someone under the influence of
alcohol in 2013.7
People aged 18-24 were more likely than other age groups to experience verbal abuse
(35%), physical abuse (15.2%) or be put in fear by someone under the influence of alcohol
(18.6%) in 2013.7

Alcohol is a burden on health and law enforcement resources
Harms from alcohol place a major burden on police, ambulance services, and hospital emergency
departments.
Burden on hospitals:
• Alcohol causes 15 deaths and 430 hospitalisations each day across Australia. 25
• There were 157,132 hospitalisations attributable to alcohol in Australia in 2010, including
101,425 for males and 55,707 for females.25
• Almost a third of all injuries treated in WA hospital emergency departments are attributable
to alcohol. 26
• A 2013 snapshot survey of Australian emergency departments at 2am on a Saturday
morning showed that 1 out of 8 patients attended the emergency department as a result of
harmful use of alcohol. In some hot spots, as many as half the patients were in the
emergency department because of alcohol. 27
• A survey of over 2,000 emergency department staff in Australia and New Zealand showed
that in the last 12 months, 98% had suffered verbal aggression from drunk patients, 92% had
experienced physical threats from drunk patients, 88% said the care of other patients was
negatively affected, and 87% said they had felt unsafe due to presence of a drunk patient
while working in the emergency department. 28
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Burden on police:
• Police spend about a quarter of their budget responding to alcohol-related incidents. 29
• Alcohol intoxication is a factor in almost 90% of all calls for police intervention between the
hours of 10pm and 2am.29,30
• In 2011, there were 29,684 police-reported incidents of alcohol-related domestic violence in
Australia for states and territories where data is available (this does not include Queensland,
South Australia, and the Australian Capital Territory).21
• In WA alone, police charge an average of 18,551 drivers each year with exceeding the lawful
alcohol limit (5 year average). 31
Burden on ambulance services:
• In the 2013-14 financial year in WA alone, 12 ambulances a day were called to attend to
West Australians, some as young as 12 years old, for the primary reason of alcohol
intoxication (a total of 4,401 ambulance call-outs). This figure does not include other
alcohol-related harms such as falls, assaults, and road crashes. 32
• In metropolitan Melbourne, there were 11,159 alcohol-related call-outs in 2012-13, an
increase of 27% on the previous year. In regional Victoria, there was a 42% increase in
alcohol-related attendances, with 3,692 call-outs in 2012-13. 33
• In 2011, NSW paramedics were called out more than 1,000 times to treat alcohol-related
problems in children aged under 18, an average of three children a day. Most of the children
required hospital treatment. This figure does not include call-outs for other alcohol-related
harm such as falls or fights. 34

The cost of alcohol-related harm to the Australian community
The cost of alcohol-related problems to society in 2010 was conservatively estimated at $14.352
billion (not including the cost of harms to others). This is double the tax revenue that is generated
from alcohol sales ($7.075 billion). 35
The financial cost of alcohol-related domestic violence in Australia is significant. It is estimated that
each alcohol-related assault recorded by police costs $1,615, bringing the tangible cost of alcoholrelated domestic violence to between $40 million and $52 million in 2015.24
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The cost of alcohol to Australian productivity has been estimated at $6.046 billion. This includes
reduced workforce and household labour due to premature mortality, reduced household labour
due to sickness and reduced workforce participation due to absenteeism.35
In 2008, Collins and Lapsley identified the social costs of alcohol use, primarily to drinkers and
governments, at $16 billion. 36 The Foundation for Alcohol Research and Education estimates that an
additional $14 billion per annum could be attributed to the tangible costs of harm to others and
more than $6 billion to intangible costs.24 This places the true annual cost of alcohol to society at
around $36 billion and represents a major financial burden on federal, state and territory
governments.

Population-level prevention approaches are needed to address alcohol-related
harm
There is a need for population level approaches to prevent harm from alcohol. A concerning
proportion of the Australian population consume alcohol above the NHMRC guidelines to reduce
health risks from drinking alcohol.7 Drinking at risky levels is therefore clearly not a minority problem
in Australia; rather, it is a whole-of-population issue which requires a comprehensive suite of
population level approaches to effectively prevent harm.
A comprehensive approach includes reform of alcohol pricing, and controls on alcohol marketing
and availability.1 Population approaches to preventing harm from alcohol, including through
taxation, are cost-effective and essential if Australia is to prevent the burden of alcohol-related
harms on the community, health services and law enforcement.

The economic availability of alcohol
The economic availability of alcohol relates to the price: the cheaper it is, the higher its economic
availability. There is a strong evidence base to support policies that regulate the economic
availability of alcohol as a strategy to reduce alcohol-related harm.2
Young people are particularly price sensitive. Evidence on the impact of alcohol price on young
drinkers consistently shows that changes in alcohol prices are related to changes in youth drinking. 37
Research commissioned by the Drug and Alcohol Office in WA found that price, in terms of cheap
liquor availability, influences increases in the frequency and quantity of alcohol purchased, and the
frequency and quantity of alcohol consumed. 38 The availability of cheap alcohol appeared to have
the greatest impact on purchasing and consumption behaviours of young people aged 18 to 29
years.
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Alcohol taxation: One of the most effective approaches to prevent harm
There is overwhelming consensus from leading Australian and international health authorities that
alcohol taxation, when used to increase the price of alcohol, is one of the most effective policy
interventions to reduce the level of alcohol consumption and related problems.
The World Health Organization 39 recommended that:
Increasing the price of alcohol is one of the most effective interventions to reduce harmful
use of alcohol.
The National Preventative Health Taskforce1 concluded that “Australian and international studies
confirm that when alcohol increases in price, consumption is reduced”. The Taskforce identified key
action areas for reshaping Australia’s drinking culture; these included, “Reform alcohol taxation and
pricing arrangements to discourage harmful drinking”.
An international review2 published in The Lancet of evidence for the effectiveness and costeffectiveness of policies and programs to reduce the harm caused by alcohol concluded:
Making alcohol more expensive and less available are highly cost-effective strategies to
reduce harm.
Tax increases (of 20% or even 50%) represent a highly cost-effective response in countries
with a high prevalence of heavy drinking.
A systematic review40 of 112 studies examined the relationships between alcohol tax or price levels
and alcohol sales and self-reported drinking. The review concluded:
A large literature establishes that beverage alcohol prices and taxes are related inversely to
drinking. Effects are large compared to other prevention policies and programs. Public
policies that raise prices of alcohol are an effective means to reduce drinking.

New evidence of the effects of tax on alcohol consumption and harms
We have summarised below recent research on alcohol pricing policies.
The Alcopops Tax
Australian researchers Gale and colleagues41 estimated the change in incidence of Emergency
Department (ED) presentations for acute alcohol problems associated with the introduction of the
GST in 2000 and the ‘alcopops tax’ in 2008. Previous evaluation of the ‘alcopops tax’ using sales data
suggested a decline in the consumption of ready-to-drink alcohol products (RTDs) following the
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tax. 42,43 Prior to Gale and colleagues’ research, no studies examined the longer term impact of the
tax on alcohol consumption.
Gale and colleagues’ research shows that the introduction of the GST in Australia in 2000 resulted in
a significant reduction in the price of RTDs. This reduction in price was associated with a significant
increase in the rate of acute ED presentations among 18 to 24 year old females.
The alcopops tax was introduced in 2008 in response to concerns about the explosive growth of
sales and consumption of RTDs, and has significantly reduced the number of ED presentations
overall and particularly among males aged 15-50 years, and females aged 15-65 years.
The greatest change was seen in 18 to 24 year old females with at least 1,350 presentations avoided
in the 44 months after the alcopops tax was introduced; 514 presentations were avoided among 18
to 24 year old males.
Conclusion: The alcopops tax was successful in significantly reducing the rate of emergency
department presentations.
Impact of alcohol tax on sensible drinkers
A 2014 paper by Sharma, Vandenberg and Hollingsworth 44 compared the estimated effects of a
minimum floor price and a volumetric tax according to different levels of consumption in Australia.
The analysis indicated that a minimum floor price would impact most on those who consume high
volumes of alcohol. The paper found that a uniform volumetric tax would achieve somewhat less
reduction in heavy consumption than a minimum floor price, and would result in relatively greater
increases in the cost for light, moderate and heavy consumers. However, the authors argue that
both policies are complementary and should be implemented together. The authors found that
applying both a minimum floor price and a new uniform volumetric tax simultaneously would not
adversely affect light and moderate drinkers any more than applying a new uniform volumetric tax
alone, and together would still have the desired effect of reducing heavy consumption.
The study also clearly shows the conspicuous role that cheap wine plays in heavy consumption of
alcohol, and that the two policy options combined would be effective in significantly changing
consumption behaviour.
Conclusion: Volumetric tax and a minimum floor price both have potential to reduce heavy
consumption of wine and beer without adversely affecting light and moderate consumers.
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The Sheffield Alcohol Policy Model
The Sheffield Alcohol Policy Model 45 provides estimates of the effectiveness and cost-effectiveness
of alcohol policies including pricing and availability policies as well as screening and brief
interventions in the UK. It has provided a key evidence base for informing policy decisions in the UK
around minimum unit pricing of alcohol.
The Sheffield model has estimated the impacts of minimum unit pricing in different countries and at
different times. The model has consistently found that minimum unit pricing is an effective and welltargeted approach to reducing alcohol-related harm.
Some of the most recent research 46 demonstrates that if a 45 pence minimum unit price had been
introduced in England in 2014/15, it was estimated to reduce consumption by 1.6% overall and by
3.7% amongst harmful drinkers compared to 0.6% for moderate drinkers. This is partly due to
harmful drinkers buying more cheap alcohol than moderate drinkers. The study also estimated that
the policy would lead to 34,200 fewer crimes in the first year and 624 fewer deaths and 23,700
fewer hospital admissions per year in the tenth year after the policy was implemented.
The Sheffield research shows that because moderate drinkers buy very little alcohol which is sold
below the proposed minimum unit price, they would see very little impact on their spending. This is
the case even if they are moderate drinkers with low incomes. In contrast, harmful drinkers buy
large quantities of very cheap alcohol each week.
Conclusion: A minimum unit price would have the greatest impact on heavy drinkers, without
impacting on moderate drinkers and low income populations.

Australia’s alcohol taxation system
Alcohol is more affordable
Over the past 20 years, alcohol has become more affordable in Australia. In particular, certain
beverages have become more affordable than others, and this affordability has been facilitated in
some part by the current alcohol taxation system. Consequently, we have seen an increase in
alcohol-related harm from those products that are most affordable.44
The real price of some alcohol products (wine, in particular) has dropped significantly over the past
decade, while the affordability of alcohol (i.e. the ratio of real disposable income to real alcohol
prices) has increased by over 40% between 1995 and 2008. 47
This situation exposes major flaws in the current alcohol taxation and pricing policies in Australia,
and is contributing to the prevalence of risky drinking and alcohol-related harm in the community.

45

The University of Sheffield. Sheffield Alcohol Research Group – Frequently asked questions. [Internet].
[updated Apr 17 2015; cited May 28 2015]. Available from:
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The current alcohol tax system is broken
It is widely acknowledged by public health groups,1 some alcohol industry groups, 48 the
government’s own independent tax review,3 and noted in the Tax Discussion Paper, that the current
alcohol taxation system is broken and major reforms are needed.
The Henry Tax Review concluded that, “taken together, current alcohol taxes reflect contradictory
policies”, are “complex, and distort production and consumption decisions with no coherent policy
justification‟, “do not reflect the risks of consuming different products”, and do not target the
spillover costs of consuming alcohol.3
As noted in the Tax Discussion Paper, there are glaring differences in the taxation applied to
different types of alcohol. This disparity is most evident in the price of cask wine compared to other
products – the tax per standard drink of cask wine is a mere 5 cents, while $1 is paid per standard
drink of spirits, and 45 cents for a standard drink of full strength packaged beer.
The current tax system, and particularly the WET, enables bulk cask wine to be regularly advertised
and sold at incredibly low prices. Examples of very cheap cask wine promotions by liquor retailers
are provided in Appendix 1. For example, 15 litres of cask wine, the equivalent of 148 standard
drinks, is promoted and sold for $27, or just $1.80 per litre or 18 cents per standard drink. These are
not one-off promotions; similar cheap prices for large volumes of alcohol are regularly advertised by
Australia’s largest liquor retailers.
Australia’s alcohol taxation system is not reflective of the harms caused by alcohol and there is an
urgent need for comprehensive reform.

Reforming the alcohol tax system
A comprehensive approach to addressing the price of alcohol and reforming Australia’s alcohol tax
includes:
• Removal of the Wine Equalisation Tax, which supports the production of very cheap wine;
• Volumetric taxation, with tax increasing for products with higher alcohol volumes; and
• A minimum price per standard drink, which would prevent the sale of very cheap alcohol.
No single approach can be expected to address the full range of issues in regard to the current
approaches to pricing and taxation in Australia. We strongly believe that approaches to alcohol
pricing reform and their impact should be considered collectively, as each approach has a unique
contribution to make. In this context, the removal of the WET should be considered alongside a
tiered volumetric tax and a minimum floor price.
Principles for reform of alcohol taxation
We support the following principles for reform of the alcohol taxation system in Australia with the
objective of reducing harm and promoting a safer drinking culture4:
1. Taxation of alcohol should be based on the principle that alcohol is no ordinary commodity.
It is a product responsible for major harms in our community.
48
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2. Alcohol taxation is one of the most effective ways to reduce alcohol consumption and
associated harms – and is especially effective if part of a broader-based health strategy.
3. The approach to alcohol taxation should be volumetric, with tax increasing for products with
higher alcohol volumes.
4. The alcohol taxation system should have the capacity to target alcohol products deemed to
be of higher risk, or creating additional harms in the community.
5. There should be an overall increase in alcohol taxation.
6. The real price of alcohol should increase over time.
7. Changes in tax should not be designed to produce a decrease in price for alcohol products,
other than for low alcohol products.
8. To complement volumetric tax on alcohol, there is also a need to regulate the minimum
price (or floor price) of alcohol products.
9. A proportion of alcohol taxation revenue should be hypothecated to prevent and reduce
alcohol-caused harm in the community.

Recommendations
We outline below our recommendations to the Federal Government for reforming the alcohol tax
system in Australia so that it is better placed to prevent harm from alcohol, reduce expenditure on
responding to alcohol-related harms and collect revenue to address spillover costs associated with
alcohol consumption.
Recommendation 1: Removal of the WET should be a priority
Under the Wine Equalisation Tax (WET) scheme, wine is taxed according to its price rather than its
alcohol content, which means that cheap wine attracts less tax. This, in turn, creates a price
incentive for people to buy, and a profit incentive for industry to produce, low cost wines.
This arrangement is significantly different from the taxation structure that applies to beer and spirits
which are generally taxed according to alcohol content. Further, the effective rate of WET has
reduced in real terms since its introduction in 2001 as the WET rate is not increased by government
in line with 6-monthly CPI movements, which does occur in the case of tax rates on beer and spirits.
The consequence of this taxation system is to encourage the production of bulk, cheap wine, and in
particular, cask wine. Cask wine has been found to be particularly associated with alcohol-related
harm, including night time assaults and alcohol-related illnesses. 49
The Henry Tax Review highlighted that “in particular, the wine equalisation tax (WET), as a valuebased revenue-raising tax, is not well suited to reducing social harm”.3
We strongly recommend removal of the WET as a matter of urgency.
Recommendation 2: Introduce volumetric taxation of alcohol
Volumetric taxation, whereby products with higher alcohol volumes attract a higher rate of taxation,
should be applied to all alcohol products.

49

Stockwell TR, Masters L, Phillips M, et al. Consumption of different alcoholic beverages as predictors of local
rates of night-time assault and acute alcohol-related morbidity. ANZJPH; 2012; 22(2):237-242.
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Taxes that are scaled according to the alcohol content of beverages (volumetric alcohol taxation)
and adjusted regularly in line with inflation have been shown to reduce consumption and related
harm – so long as the real price of alcohol is affected. Tiered volumetric alcohol taxation is well
recognised to be one of the most cost-effective ways to reduce alcohol-related harms. 50
A tiered system would be inclusive of stepped increases in tax rates that provide economic
incentives for the production and consumption of lower strength alcohol products.1 In this way,
taxation would reflect the negative externalities attributable to certain products.
A volumetric tax on alcohol would better address social harm through closer targeting of social
costs.3
A report from the National Drug and Alcohol Research Centre, published in the Medical Journal of
Australia, estimates that a uniform tax on alcohol, based on the volume of alcohol, could raise
revenue by $492 million a year. 51 This would result in a 2.8% decrease in alcohol use in the
community. The report also found that the intervention is of low cost with significant offsets, and
that there would be positive side effects such as productivity gains arising from reduced alcohol
consumption.
Recommendation 3: The real price of alcohol should increase over time
The price of spirits should not be reduced as part of implementing volumetric taxation.
Further, there should be an overall increase in alcohol taxation and the real price of alcohol should
increase over time. Changes in tax should not decrease the price of alcohol products, other than for
low alcohol products.
Recommendation 4: Introduce a minimum floor price of alcohol
An alcohol tax increase may not always result in an increase in prices paid by consumers. Consumers
can respond to alcohol price increases by ‘down-shifting’ the quality of alcohol purchased (e.g.
buying cheaper spirits instead of premium brand spirits); or substituting expensive alcohol products
with different, less expensive alcoholic beverages. Supermarkets and other large alcohol retailers are
well placed to absorb price increases by heavily discounting alcohol products to below cost prices,
known as ‘loss leading’, therefore undermining the effect of alcohol taxation on consumers.
To support and complement an appropriate alcohol tax system, we propose a minimum floor price
of alcohol be introduced. A minimum price establishes a floor price beneath which alcohol may not
be sold and prevents retailers from selling at prices that undermine the objectives of a volumetric
taxation system. A minimum floor price would raise the prices of only the very cheapest alcohol
products.
While a minimum floor price would not raise government revenue, it is an important part of a
comprehensive approach to addressing the price of alcohol, and has the potential to make a unique
and important contribution to pricing strategies.

50
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Conclusion
There is overwhelming consensus among leading health authorities that alcohol taxation, when used
to increase the price of alcohol, is one of the most effective policy interventions to reduce the level
of alcohol consumption and related problems.
Comprehensive reform of the alcohol tax system is urgently required. Despite its known
effectiveness, taxation as a strategy to reduce alcohol-related harm has been under-utilised in
Australia.
We have a real opportunity to reform the alcohol tax system in a way that reduces harm from
alcohol and addresses spillover costs of alcohol consumption.
We recommend the following to reform Australia’s tax system:
•
•
•
•

Recommendation 1: Removal of the WET should be a priority
Recommendation 2: Introduce volumetric taxation of alcohol
Recommendation 3: The real price of alcohol should increase over time
Recommendation 4: Introduce a minimum floor price for alcohol

We recommend the WET be removed at the earliest possible opportunity and as a matter of
urgency.
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Appendix 1: Examples of alcohol promotions

Liquorland promotion for Daybreak 5L wine casks (2 for $20), on sale 6 May 2015.
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BWS promotion for Coolabah 5L wine casks (3 for $27), on sale 16 July 2014. The cost of a standard drink in the example above equates to just 18 cents.
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Woolworths catalogue page 39 promotion for Stanley 4L wine casks (2 for $20), on sale 22 April
2015. A standard drink equates to 28.5 cents.
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