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Ms Gillian Gould
CommitteeSecretary
Joint StandingCommitteeon Treaties
Departmentofthe Houseof Representatives
ParliamentHouse
CANBERRAACT 2600

DearMs Gould

Joint Standing Committee on Treaties inquiry into the FreeTrade Agreementbetween
Australia and the United Statesof America

On behalfoftheDistilled SpiritsIndustryCouncilofAustraliaInc (DSICA) I ampleasedto provide
the following submissionfor theconsiderationof theJoint StandingCommitteeon Treatiesinquiry
into the FreeTradeAgreementbetweenAustraliaandthe UnitedStatesof America.

DSICA is thepeakbodyrepresentingthe interestsof distilled spirit manufacturersandimportersin
Australia. DSICA wasformedin 1982 andcurrentlyrepresentsmorethan80% of theimporting,
distilling andlocalmanufacturingsectorofthe spiritsindustry.

DSICA wouldlike to takethisopportunityto expressits supportfor theAustralia— UnitedStates
FreeTradeAgreement(FTA) in general,andparticularly,in respectto the changesit proposesfor
importedspirits.

Immediate removalof Australia’s 5% advalorem customstariff

The mostsignificantchangetheFTAproposesin relationto the spirits industryis theimmediate
removalof the 5% advaloremcustomstariff currentlyimposedby Australiaon spirits (bulk and
packaged)andready-to-drinkalcoholproducts(RTDs)importedfrom the US. RTDs aregenerally
below10% alcoholby volume(abv) andoftencompriseaspirit basewith aflavouredmixer.

DSICA hasrepeatedlycalledfor theremovalof thisprotectivetariff as ameasurewhichis harmful
not only to the spiritsindustry,but alsoto Australianconsumers.

DSICA’s reasonsfor seekingtheremovalof theprotectivetariff include:

• thereis no longeranysectorofthe domesticspirits industryin Australiawhichneedsprotection
from importedspiritsandimportedRTDs;
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• collectionof the 5% advaloremtariff imposesasignificantadministrativeburdenon the
industry;and

• thetariffhasno effectotherthancausingAustralianconsumersto payhigherpricesfor imported
spiritsandRTDsthantheyotherwiseshould.

Eachoftheseissuesis discussedfurtherbelow.

(a) The protective nature ofthe tariff

The 5% advaloremtariff on importedspiritsandRTDswasoriginally institutedas ameasureto
protectthe Australianspirits industry.DSICA submitsthat,withveryfew exceptions,thereis no
longeranysectorofthe domesticspiritsindustry whichAustralianeedsto protectfrom competition
with importedspiritsandRTDs. Theadvaloremcomponentof customsduty, therefore,no longer
hasanyrationaljustificationbeyondpurerevenue-raisingandhasbecome,in effect,anuisance
tariff.

Sincethereis no longeranydefensiblepolicy rationalebehindthe5% “protective” tariff, DSICA
supportsits removalasproposedin theAustralia-USFTA.

(b) Administrative coststo the industry

Payingthe5% advaloremtariffplacessignificantadministrativeburdensandcostson theAustralian
spirits industry,especiallyin the caseof importedspirits to be usedin the manufactureof RTDsin
Australia(bulkRTD spirit). Govermuentadministrativeproceduresapplyingfrom 1 February2002,
requirethepaymentofthe 5% advaloremcomponenton bulk RTD spirit to bemadeto the
AustralianCustomsService(Customs)followedby asubsequentpaymentof thevolumetric
componentas exciseduty to theAustralianTaxationOffice (ATO). A numberof DSICA members
havehadto changetheiradministrativeandoperatingproceduresto accommodatethesenew
arrangements,entailingbothaconsiderableone-offcostandincreasedongoingadministrativecosts
generally.

Theabolitionofthe 5% advaloremtariffwill significantly simplify theadministrativeburdens
placedon thespirits industryby vastlyreducingthenumberof occasionstheindustry is requiredto
dealwith two governmentdepartmentsto paywhatis, in effect,thesametypeof duty.

(c) Current effectsofthe tariff

DSICA believesthatthereis no longerany substantivepolicy justification for a tariff which actsasa
burdenon the industry,andwhich forcesAustralianconsumersto payhigherpricesfor imported
spiritsandRTD’s thantheyotherwiseshould.

18 year phasedtariff removal onAustralian spirits exported to theUnited States
DSICA recognisesthatthevalueof Australianspiritsexportsto theUS is low comparedto imports
from theUS. DSICA wouldnonethelesslike to expressits disappointmentwith thelackof
reciprocaltariffremovalson someAustralianspiritsexportsto theUS. TheproposedETA includes
an 18 yearphase-outperiodfor US tariffs on bulk neutralspirit of 80% alcoholbyvolume orhigher
(IITSUS 22071030),bottledrumvaluedUS$3 or lessperprooflitre (LITSUS 22084020)andbulk
rumvaluedUS$0.69or lessperprooflitre (HTSUS22084060).

Rumis oneofthefew spiritsAustraliaproducesin exportablequantitiesandthusrepresentsa
productfor which immediateandcompleteremovalof US tariffs wouldhavebeenhighly desirable.
TheUS is currentlyadifficult marketfor Australianrum exportersto penetrateandtheAustralia-US
ETA doesnotprovidethoseexporterswith reciprocalbenefitsequivalentto thosegivento US
exporters.

May 2004 Page 2



Despitethisconcern,DSICA believestheproposedAustralia-USFTA to be overwhelmingly
positivein its effectson theAustralianspirits industryandAustralianconsumers.DSICA strongly
recommendstheCommitteesupporttheproposedremovalofthe 5% advaloremtariff as outlinedin
thedraftAustralia— UnitedStatesFreeTradeAgreement.

Support for completeremovalofthe 5% tariff on all imported spirits
DSICArecommendsthe Committeetakethe opportunityprovidedby its inquiry into the Australia-
US FTA to supportDSICA’s call for the completeremovalof the 5% protectivetariff from all
importedspiritsandRTDs.

AlthoughDSICA recognisesremovalof thetariff from US importsis animportantstepin theright
direction,only a completeremovalofthe 5% tariff on all importedspiritsandRTDswill alleviate
theundesirableeffectsthetariffcurrentlycauses,asoutlinedabove. In particular,removalofthe
tariff only in respectto spirits importedfrom theUS will requiretheindustryto maintainits current
administrativesystemsfor spiritsandRTDsimportedfrom othercountries. The overall
administrativecoststo theindustry andpricecoststo consumerswill continueto remain
unnecessarilyburdensome.It is conceivablethat havingseparatetariff regimesfor US andnon-US
spirits (andRTDs) importsmayactuallyhavetheeffect of exacerbatingthe administrativeburdenon
someimporterscausedby the 5% advaloremtariff. For thisreason,DSICA’s objectiveis thatthe
5% advaloremtariff beremovedfrom all importedspiritsandRTDsas soonaspracticable.

DSICA doesnot acceptthe argumentthattheAustralianGovernmentwishesto retainthetariff (in
thecaseof othercountries)to useas leveragein the currentDoharoundof worldtradenegotiations.

DSICArecommendsthat theCommitteesupportDSICA’s call for the completeremovalof the 5%
protectivetarifffrom all importedspiritsandRTDs.

Pleasedo not hesitateto contactmedirectly if you wishto discussthis submissionfurther.

Yourssincerely

j~%f~.
GordonBroderick

ExecutiveDirector
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