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Introduction

This brief submission focuses on the harms and costs associated with alcohol use in Australia, and particularly alcohol use in Victoria.

Given the high economic and social costs of alcohol consumption in Australia, VAADA believes there is strong evidence that a percentage of excise and taxation collected on alcohol products should be redirected into public health initiatives to address alcohol related harm. VAADA is of the view that excise and taxation on alcohol should be based on alcoholic content and strength rather than the cost of manufacture or the method used to produce the alcohol. VAADA recommends that indexation of alcohol excise and taxation be retained and expanded to all alcohol products. Further consideration should be given to offering a low alcohol exemption to all alcohol products under 10% and the conditions under which we believe this should occur are outlined later in this paper. 
VAADA supports the proposed Excise Amendment Bill (No. 1) 2002 and the Customs Tariff Amendment Bill (No. 2) 2002.
About VAADA 

The Victorian Alcohol and Drug Association (VAADA) is the peak body representing alcohol and drug services in Victoria.  

VAADA provides leadership, representation, advocacy and information to the alcohol and other drug and related sectors.

Key Issues in Alcohol Taxation Policy: the Victorian Perspective
The harms and costs associated with alcohol use in Victoria are similar to those of other States and Territories in Australia. This submission focuses on some examples of social harms and economic costs associated with alcohol use. These examples serve to illustrate some of the links between harms and type of alcohol consumed. This has relevance for the terms of the inquiry in its examination of taxation anomalies associated with alcoholic beverages. 
· Social harms 

Alcohol is the most popular drug consumed in Australia, with the latest National Drug Strategy Household Survey (2001) finding that 80% of the population aged 14 years and over had drunk alcohol in the past 12 months.  Approximately 34 percent of Victorians had had risky or high risk drinking sessions in the past year. This figure is comparable to the national rate of risky or high risk drinking sessions (AIHW, 2002).
It is clear from statistics available nationally and in Victoria that alcohol consumption causes significant harms to the community. Some of the harms associated with alcohol use  include homelessness, lost productivity in the workplace, road traffic accidents and violence. Alcohol related assault amongst residents of Victoria was estimated in 1997/1998 and 1998/1999 to be around 9.5 per 10,000 residents for offenders and 8.5 per 10,000 residents for victims. Domestic violence comprises a significant percentage of alcohol related assaults (Dept. Human Services, 2002).
Road traffic accidents are strongly associated with alcohol related harm. 
It is estimated that 27% of drivers killed in Victoria were under the influence of alcohol. In a recent study, 19% of Victorians admitted to driving after drinking to excess. In a study conducted recently on young people aged 18 – 24, approximately 15% of males and 8% of females reported driving a vehicle after consuming alcohol (Dept. Human Services, 2002).

Of particular concern to VAADA is the high level of alcohol use by young people. The Victorian Youth Alcohol and Drugs Survey, conducted in March 2002, showed that alcohol consumption by young people in Victoria was virtually universal, with over 90% of both males and females aged 18 to 24 years reporting drinking in the previous year. More specifically, research conducted for the National Alcohol Campaign has particular relevance to the terms of this inquiry, indicating that young men aged 18 – 24 were most likely to drink beer and young women of the same age group were most likely to drink wine and spirits (Dept. Human Services, 2002).

The harms associated with this level of alcohol consumption by young Victorians are clearly shown by statistics from the Victorian Youth Alcohol and Drugs Survey in which over 13% of males and 7% of females said they had created a public disturbance while under the influence of alcohol. Over 29% of males and 19% of females reported verbally abusing someone while under the influence of alcohol and up to 10% reported physically abusing someone (Dept. Human Services, 2002).
· Economic Costs 

The annual cost of alcohol caused problems in Australia has been estimated at $4,494 million. This is about 2.6 times the cost of illicit drugs to the Australian community (Collins & Lapsley, 1992). There are also significant economic impacts associated with alcohol misuse in Victoria. Examples of such impacts include alcohol related injuries and absenteeism. In 1992, lost productivity associated with these factors was estimated at $1.7 billion in Victoria alone (Dept. Human Services, 2002).
The costs of preventing and treating the harms associated with alcohol use in Victoria are also significant. Just over one third of the 76 projects funded under the Community Strengthening Initiative have a focus on alcohol. In 2000/2001 the Victorian government spent $20 million on treatment, rehabilitation and supported accommodation for individuals for whom alcohol was the primary drug of concern (Dept. Human Services, 2002).
· Associations between type of alcoholic beverage and harm 

As the (then) NCRPDA wrote in their submission to the ‘Select Committee Inquiry into the GST and a New Tax System’ in 1999, different types of alcoholic beverages are associated with different levels of alcohol-related harm. Of particular relevance to the current inquiry is the fact that consumption of regular strength beer was more highly associated with rates of assaults and alcohol related hospital admissions than consumption of low alcohol beer. NCRPDA research showed that for each additional carton of regular strength beer drunk per person per year there would be 77 more assaults and 74 more hospital admissions for injuries in that State. By contrast, the greater the proportion of alcohol consumed as low alcohol beer the lower the level of assaults and hospital admissions for injuries (Stockwell & Gray, 1999).
Cask wine is strongly associated with significant harms and costs to the community, and this is particularly true in relation to its impact on Aboriginal communities. For example, in Alice Springs and surrounds (an area with a population of less than 35,000 people, most of whom do not drink cask wine) more than 1.2 million litres of cask wine were consumed in 1998. This is a clear indication of harmful levels of consumption (Brady & Martin 1999). 

Many Aboriginal communities recognise the problems created by consumption of excessive levels of alcohol, particularly cask wine, in their communities and a number of communities have taken action through the provisions of liquor licensing legislation to reduce availability. These types of initiatives would be strengthened were alcoholic beverages to be taxed on the basis of their alcohol content. This would help to reduce the harms and costs associated with alcohol consumption to both the Australian community in general and the Aboriginal community in particular (Stockwell & Gray, 1999). 
· Excise and Taxation Issues 
It is clear that alcohol causes significant harm within the Australia community and creates significant economic costs, which are borne by Australian tax payers. VAADA is of the firm view that these harms and costs need to be taken into account when determining systems and levels of alcohol excise and taxation. 
In order to adequately reflect and address the harms associated with excessive alcohol consumption, VAADA also believes that excise and taxation on alcohol should be based on alcoholic content and strength rather than the cost of manufacture or the method used to produce the alcohol. The present system of alcohol taxation results in anomalies such as a standard drink from a $9 cask of wine costing 6 cents compared to a standard drink from a $9 bottle of wine costing 26 cents. Anomalies such as these increase the level of harm experienced by the Australian community through alcohol consumption as they remove the incentive for drinkers to choose low alcohol beverages and encourage consumption of cheaper alcoholic beverages which have a higher alcohol content. 
Currently, the first 1.15% of alcohol in beer is excluded from an excise contribution. This leads to price differences between full and low strength beers, as well as creating a disincentive to manufacturers of wine and Ready to Drink (RTD) alcoholic beverages to develop or produce low alcohol alternatives.  
VAADA recommends that consideration be given to offering a low alcohol exemption to all alcohol products under 10%. In considering this option, VAADA advises that a
ny reduction in alcohol taxation income should be offset by increases in other alcohol taxes and 
the price difference between products above and below 3.5% alcohol should not result in the marketing of products that are significantly cheaper than low strength beer and other competitors. Implementation of an exemption such as this could potentially result in financial benefit to a particular producer. To prevent this from occurring, VAADA recommends that a levy be administered and that a percentage of income from this levy be redirected to an organisation such as the Alcohol Education and Rehabilitation Foundation, which can fund programs to prevent and treat alcohol related harm.  
· 
VAADA supports the proposed Excise Amendment Bill (No. 1) 2002, and the Customs Tariff Amendment Bill (No. 2) 2002. As stated above, VAADA firmly believes there is strong evidence that a percentage of excise and taxation collected on alcohol products should be redirected into public health initiatives to address alcohol related harm. 

Recommendations 
1. A percentage of excise and taxation collected on alcohol products should be redirected into public health initiatives to address alcohol related harm. 

2. Taxation on alcohol should be based on the alcohol content and strength of drinks rather than the cost of manufacture or the method used to produce the alcohol.  

3. Indexation of alcohol excise and taxation to the Consumer Price Index should be retained and expanded to all alcohol products.
1. Further consideration should be given to offering a low alcohol exemption to all alcohol products under 10%. However, such an exemption should not result in a reduction in alcohol taxation income overall. Nor should it result in financial advantage to any particular producer. A percentage of any levies applied to achieve these conditions should be used to fund programs which prevent and/or treat alcohol related harm.    
4. The changes to alcohol excise proposed under the Excise Amendment Bill (No. 1) 2002, and the Customs Tariff Amendment Bill (No. 2) 2002 should be passed by the Senate. 
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� This paper summarises a range of materials relating to alcohol policy, pricing and taxation including the work of David Crosbie (CEO, Odyssey House, Victoria) and Prof. Tim Stockwell (Director, National Drug Research Institute, Western Australia). All materials are referenced at the end of this submission. 
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