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The excise on RTDs has never been inappropriately low. Prior to the changes announced by
the Rudd Government, RTD excise was in line with other single-serve products of a similar
nature and of a similar alcohol content. This system was much more appropriate that what is
currently being proposed, where RTDs with 5% alcohol are taxed at the same rate of spirits
with up to 50% alcohol.

No proven link between RTDs and risky drinking

2007 National Drug Strategy Household Survey, on which the Government based its
decision-making, does not provide any research or analysis on types of alcohol or alcoholic
products preferred by respondents. That is, there is no differentiation in the Survey between
RTDs, beer, wine or spirits.

What the survey does say is that:

“The proportion of the population drinking daily fell significantly (from 8.9% to 8.1%)
between 2004 and 2007 whereas the average age at which people had their first
serve of alcohol (17 years of age) remained stable.”®

And also:

“The proportions of Australians aged 14 years or older abstaining from alcohol (never
has a full 3soerve of alcohol) has increased significantly between 2004 (9.3%) and 2007
(10.1%).”

The National Drug Strategy Household Survey is conducted every three years. Using data
from the survey itself, it is evident that, since 2001, drinking at levels considered “risky” and
“high risk” among the 14-19 year old age group has declined.

292007 National Drug Strategy Household Survey, page xi
302007 National Drug Strategy Household Survey, page 19
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Binge drinking and alcohol abuse are complex issues that require detailed research to
determine the most effective deterrents. It is not only about what people drink, but how,
where and why they drink. Increasing taxes and driving prices up on one small segment of
the market is not likely to reduce drinking levels and — at best — might encourage drinkers to
switch to other products. Educational and behavioural programs are required to address what
is effectively a social problem.

No funding for alcohol initiatives from the excise

As of the date of this report, not a single new dollar raised from the tax has been earmarked
for anti-binge drinking measures®'. The “proportion” of revenues originally promised to fund
preventative health have not been identified or disclosed by the Government.

The Government has said that revenue from the RTD tax will increase every year, despite
increased prices discouraging young people from buying RTDs.*

The Budget papers reveal the tax on RTDs has been implemented to offset declining overall
revenues from alcohol and tobacco products, not for health reasons.

“Estimated revenue from other excisable goods (other excise) is expected to
increase by $380 mil in 2007-08 and by $620mil in 2008-09. This reflects a general
trend towards declining volumes of consumption of both tobacco and alcohol being
more than offset by the policy decision to increase the excise rate on pre-mixed
alcoholic beverages." %

Conclusion

Whilst we acknowledge that RTDs are part of the overall binge drinking problem, we can find
no evidence proving that RTDs are the primary cause of binge drinking. On this basis the
attempt by the government to significantly change Australia’s drinking culture by increasing
tax on RTDs cannot work.

Recommendation

As all alcohol is involved in the binge drinking problem, based on the Government’s own
research, all alcohol should be involved in the solution. A volumetric tax on alcohol is the
fairest, simplest and most logical solution, and has the support of a broad range of politicians,
NGO'’s and industry commentators.

Recommendations

IDA would be willing to commit to the following initiatives and would suggest that these
initiatives might also form a good starting point for other RTD manufacturers:

- Maximum of two standard drinks per bottle

- Modifications to the rules governing advertising, media and sponsorship
- No internet or viral marketing

- Improved labelling around alcoholic content and nutrition

- No products over 10% alcohol content

— No case or carton retail promotion advertising

- In store promotion only

- Levy on all alcohol for health initiatives

— Targeted education programs for 14-17 year olds and their parents

3 Budget Paper No. 2, Health and Ageing
32 Budget Paper No. 1, Statement 5, pg 10
8 Budget Paper No 1, Statement 5, pg 28
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Minister Roxon claims that the increase in RTD taxes will protect about 20,000 young females
who are she says are “at risk”. The clear implication of this is that the vast majority of
Australia’s RTD drinkers are being unfairly penalised at the expense of a tiny minority.

Minister Roxon’s 20,000 (at risk) female drinkers could be much more cost effectively
targeted through a dedicated education campaign rather than a blanket excise impost on the
vast majority of Australia’s four to five million RTD drinkers.

While IDA does not specifically know how to solve the complex problem of binge drinking, we
are committed to working with all parties to encourage the responsible use of alcohol. We
would also seek to be involved in developing a more comprehensive approach to alcohol
related issues across Government, law enforcement and licensing agencies, NGO'’s, local
communities, parents, and young people.

Itis IDA’s view that the opinions of these many stakeholder groups need to be harnessed in
order to begin addressing the real issues associated with binge drinking, rather than resorting
to the blunt instrument of taxation, which has been proven to be totally ineffective when it has
been used in comparable overseas countries.

30 May 2008 Page 22 of 22



Annexure 1

Impact of RTD tax across all sales categories

Four Weeks' Sales

Four Weeks' Sales

28/4-25/5/08 28/4-25/5/07 Variance
Category 9 litre cases $value 9 litre cases Svalue 9 litre cases $ value
RTD
Dark Spirits 1436 $138,499 2687 $184,092 -1251 -$45,593
White Spirits 361 $31,644 572 $39,051 211 -$7,407
Energy RTDs 39 $4,143 45.8 $3,855 -6.8 $288
Total 1836 $174,286 3304.8 $226,998 -1468.8 -5$52,712
Full Strength Spirits
Dark Spirits 949 $315,744 767 $249,922 182 $65,822
White Spirits 124 $41,889 94 $32,253 30 $9,636
Liqueurs 110 $29,148 118 $30,275 -8 -$1,127
Total 183 $386,781 979 $312,450 204 $74,331
Total Wine Casks 1990 $103,427 1716 $91,186 274 $12,241
Total Flagons 34 $2,686 ar $2,654 =3 $32
Sparkling Wine
750ml 1182 $123,151 1260 $135,678 -78 -$12,527
200/250ml 9.2 $970 58 $573 3.4 $397
Total 1191.2 5124121 1265.8 $136,251 -74.6 -$12,130
Beer
Full Strength 18470 $771,123 18810 3753676 -340 $17,447
Mid Strength 385 $13,883 289 $9,268 96 $4,615
Light 940 $31,176 1299 $37,588 -359 -%6,412
Total Beer 19795 $816,182 20398 $800,532 -603 $15,650
Total Cider 159 $7,747 136 $6,708 23 $1,039
Total Alcoholic
Beverage Sales 26188.2 $1,615,230 27836.6 $1,576,779 -1648.4 $38,451
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Annexure 2

CATEGORIES — DRUNK LAST 4 TOTAL SEX OF DRINKERS VOL CONSUMED AGE OF DRINKERS
WEEKS VOLUME MALE FEMALE MALE FEMALE 18-24 25-34 35-49 +50
BEER 54% 72% 28% 86% 14% 12% 20% 31% 37%
CIDER 1% 49% 51% 54% 46% 16% 15% 33% 36%
WINE
TOTAL TABLE WINE 20% 49% 51% 53% 47% 8% 16% 30% 46%

CHAMPAGNE OR SPARKLING 2% 38% 62% 34% 66% 8% 18% 33% 41%

WINE (red or white)

FORTIFIED WINE 1% 62% 38% 69% 31% 5% 15% 28% 51%
TOTAL WINE (incl. Sparkling & 23% 48% 52% 52% 48% 8% 16% 30% 46%
Fortified)

RTD

DARK RTD 8% 62% 38% 68% 32% 24% 24% 34% 18%

LIGHT RTD 3% 29% 71% 30% 70% 31% 23% 29% 17%
TOTAL 11% 48% 52% 55% 45% 24% 24% 33% 19%
SPIRITS

DARK SPIRITS 7% 63% 37% 69% 31% 14% 19% 30% 38%

WHITE SPIRITS 3% 42% 58% 43% 57% 26% 22% 26% 25%
TOTAL 10% 55% 45% 61% 39% 17% 20% 29% 34%
LIQUEURS 1% 41% 59% 40% 60% 19% 19% 30% 32%
TOTAL ALCOHOL last 4 weeks 100% 52% 48% 2% 28% 12% 18% 30% 40%
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CATEGORY PERCENT OF *1 SEX OF DRINKERS *2 VOL CONSUMED ** AGE OF DRINKERS *
CATEGORY MALE FEMALE MALE FEMALE 18-24 25-34 35-49 +50
OF TOTAL RTDs
DARK
BOURBON 45% 62% 38% 67% 33% 27% 26% 33% 14%
DARK RUM 17% 65% 35% 69% 31% 23% 26% 32% 19%
SCOTCH 12% 63% 37% 67% 33% 22% 22% 32% 25%
BRANDY 1% 50% 50% 60% 40% 5% 15% 50% 30%
TOTAL 75% 62% 38% 68% 32% 24% 24% 34% 18%
LIGHT
VODKA 18% 29% 71% 30% 70% 37% 22% 28% 13%
GIN 1% 32% 68% 36% 64% 8% 13% 32% 47%
WHITE RUM 3% 23% 77% 26% 74% 37% 24% 22% 17%
TEQUILA 1% 60% 40% 70% 30% 35% 40% 20% 5%
LIQUEURS 2% 19% 81% 30% 70% 30% 21% 28% 20%
TOTAL 25% 29% 71% 55% 45% 24% 24% 33% 19%
SOURCES: *L | iquor Merchants of Australia
*2 Roy Morgan Market Segment Data sources specifically for this project
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ANNEXURE 3

Methodology

A web-based survey was constructed and a link to the survey was posted on several
“Facebook Groups”. Groups that had with an opinion on the Federal Government's RTD
excise increase were identified and a message with the weblink to the survey was posted on
their ‘discussion board’. The survey was open from 22 to 28 May. 504 responses were
received.

Overall results

1. What sex are you?

Male 51%

Female 49%

2. How old are you?

14-17 years | 2.8%

18-23 years | 49.6%

24-29 years | 29.6%

30-39 years | 13.5%

40-49 years | 3.6%

50+ years 1%

3. On average, how many days per week do you drink alcohol?

0| 5%

1] 28.2%
2| 27.6%
3| 18.7%
4 | 9.5%
51 6.5%
6| 22%
7| 2.4%




4. On average, how many standard drinks would you consume in a week?

0 4.6%
1-5 26.8%
6-10 | 25.6%

11-15 | 17.5%

16-20 | 13.7%

21-30 | 6.5%

31-40 | 3%

40+ 2.4%

5. What is your preferred alcoholic drink?

White Spirit RTD (vodka cruiser, bacardi breezer etc) | 23.4%
Dark Spirit RTD (rum and coke, Woodstock etc) 21.6%
Beer 23.6%
Wine/Champagne 18.7%
Spirits 12.7%

6. Has the Rudd Government'’s tax increase on ready-to-drink/alcopops made you change
your preferred drink?

Yes | 39.1%

No | 60.9%

7. How/ how not?

Change from RTDs to straight spirits | 29%

Change from RTDs to beer 6.5%
Change from RTDs to wine 6.2%
Change from RTDs to other 2.6%
Will never stop drinking RTDs 20%

Didn’t drink RTDs to begin with 35.7%




8. Do you think the tax increases on RTDs are an effective way to stop binge drinking?

Yes | 6%

No | 94%

9. How do you think binge drinking should be tackled? Choose as many as you like:

Education programs 66.7%
Government advertising to make people more aware of the risks | 47.2%
Increase legal drinking age to 21 16.7%
Ban alcohol advertising / sports sponsorships 23.2%
Peer support programs / good role models 30%

Close pubs / bars earlier 9.3%

Better enforced responsible alcohol service at pubs / bars 60.1%
Binge drinking is here to stay 37.5%

10. Will the Rudd / Swan decision to increase RTD taxes make you less likely to vote Labor
at the next election?

Yes | 66.5%

No | 33.5%




Results for RTD drinkers

1. What sex are you?

Male 43.2%

Female | 56.8%

2. How old are you?

14-17 years | 2.6%

18-23 years | 59%

24-29 years | 25.1%

30-39 years | 9.3%

40-49 years | 3.1%

50+ years 0.9%

3. On average, how many days per week do you drink alcohol?

0| 53%

1] 34.8%

2| 31.7%

3| 14.1%

41 7%

51 4.4%

6| 0.9%

7| 1.8%




4. On average, how many standard drinks would you consume in a week?

0 4.4%
1-5 28.2%
6-10 | 26.4%

11-15 | 15.4%

16-20 | 14.5%

21-30 | 6.6%

31-40 | 2.6%

40+ 1.8%

5. What is your preferred alcoholic drink?

White Spirit RTD (vodka cruiser, bacardi breezer etc) | 52%
Dark Spirit RTD (rum and coke, Woodstock etc) 48%
Beer 0%
Wine/Champagne 0%
Spirits 0%

6. Has the Rudd Government'’s tax increase on ready-to-drink/alcopops made you
change your preferred drink?

Yes | 63%

No | 37%

7. How/ how not?

Change from RTDs to straight spirits | 48.9%

Change from RTDs to beer 7.9%
Change from RTDs to wine 8.8%
Change from RTDs to other 3.5%
Will never stop drinking RTDs 29.1%

Didn’t drink RTDs to begin with 0%




8. Do you think the tax increases on RTDs are an effective way to stop binge drinking?

Yes | 2.2%

No | 97.8%

9. How do you think binge drinking should be tackled? Choose as many as you like:

Education programs 66.1%
Government advertising to make people more aware of the risks | 51.1%
Increase legal drinking age to 21 18.9%
Ban alcohol advertising / sports sponsorships 25.1%
Peer support programs / good role models 31.3%
Close pubs / bars earlier 7.9%

Better enforced responsible alcohol service at pubs / bars 59.9%
Binge drinking is here to stay 39.2%

10. Will the Rudd / Swan decision to increase RTD taxes make you less likely to vote
Labor at the next election?

Yes | 79.7%

No | 20.3%






