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Introduction

The Australian Medical Association is pleased to make this submission and contribute
to the discussion around the introduction of a minimum (floor) price for alcohol in
Australia.

This submission has been developed in response to the Issues Paper prepared by the
Australian National Preventive Health Agency (ANPHA), which explores the merits
and public interest implications of a minimum price for alcohol.! As the peak
professional organisation representing medical practitioners in Australia, the AMA
welcomes this Issues Papers, which has been developed at a time when there is an
urgent need for action to reduce harmful drinking in Australia.

The AMA has actively campaigned for a comprehensive strategy to reduce the harms
associated with the misuse of alcohol in Australia. Excessive alcohol consumption is
the source of significant health, social and economic harms, particularly among young
Australians. As the Preventive Health Taskforce concluded, there is a “unique
window of opportunity” to prevent alcohol-related harms, and it is imperative
governments adopt policies and programs that hold the most promise of being
effective.”

This submission identifies alcohol pricing as one such area with considerable
potential to reduce the harms associated with alcohol consumption, particularly
among young drinkers. This is supported by a solid and extensive evidence-base,
which indicates that young drinkers and heavy drinkers choose beverages that provide
the cheapest unit price for alcohol, and reduce consumption in response to price
increases. This evidence-base, combined with the growing burden of heavy alcohol
consumption, constitute a sound and compelling public interest case for adopting a
minimum (floor) price for alcohol.

The AMA support the introduction of a minimum price for alcohol on the basis
that:

e there are substantial harms associated with the misuse of alcohol in
Australia, particularly among young people;

e there is extensive evidence supporting pricing policy as an effective and
cost effective means to reduce alcohol consumption and consequent
harms; and

e there is significant evidence to indicating that minimum pricing targets
young drinkers and those groups that drink most heavily.

The following discussion elaborates on this position, focusing on the key
considerations raised in the Issues Paper.
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Alcohol-related harms are at an unacceptable level

Within Australia, the harms resulting from alcohol misuse are significant. By world
standards, Australia’s per capita consumption of alcohol is high. One in five
Australians consume alcohol at levels that put them at risk for alcohol-related disease
or injury,3 and a further 70 per cent of Australians report being adversely affected by
others’ drinking.! The prevalence of harmful or hazardous drinking is even more
pronounced among young Australians. Almost one in four young people aged 14-19
drink alcohol at levels associated with short-term harm on a monthly or weekly basis,’
and over 40 per cent of those aged 16-24 years report having consumed more than 20
standard drinks on a single occasion.’

The consequences of these harmful drinking patterns are significant. Alcohol is
causally related to over 60 different medical conditions, and its excessive
consumption contributes to preventable deaths, chronic disease, mental illness, and
injury. In the majority of cases, there is a dose-response relationship, with risk
increasing with the amount of alcohol consumed. Among young people, the short-
term and long-term risks of heavy drinking are of particular concern. Drinking
contributes to the three leading cases of death among adolescents, and regular
drinking at a young age is an important risk factor for future hazardous patterns of
alcohol consumption. In addition to these health impacts, the misuse of alcohol
imposes significant social and economic costs, including crime, violence, reduced
workplace productivity, vandalism, offensive behaviour, and dysfunctional family
dynamics. The total costs of alcohol-related harms in Australia are estimated to be
between $15 and $36 billion each year.’

Given the impact of alcohol-related harms, there is a pressing need for policy
interventions that reduce the burden of injury, illness and death associated with
alcohol consumption.

Pricing policy is one of the most effective measures to control
alcohol consumption and harms

There is substantial evidence supporting the link between alcohol affordability and
levels of alcohol consumption, with increased prices resulting in reduced
consumption.

In surveying the existing research literature, the Issues Paper documents variations in
the magnitude of price effects across groups, situations, places and times. Although
the magnitude of price effects may vary, the basic relationship between price and
consumption is consistent: alcohol prices affect the consumption of all types of
alcoholic beverages, and the drinking behaviours of all types of drinker. For example,
a 2009 meta-analysis of data from 112 studies tracked the relationship between
alcohol pricing and consumption, and found that the more alcohol costs, the less
people drink it. This reduction in alcohol consumption is reflected in both per capita
consumption of alcohol, and in measures for heavy drinking. Based on these findings,
the authors conclude that increasing the price of alcohol is the most consistently
successful means of reducing drinking:
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We know of no other preventive intervention to reduce drinking that has the

numbers of studies and consistency of effects in the literature on alcohol taxes and
e 8

prices.

Increasing the price of alcohol not only reduces alcohol consumption, but also reduces
alcohol-related harms. A number of literature reviews have supported an association
between increases in alcohol price and reductions in harm, with increased prices
correlating with reduced healthcare costs, fewer alcohol-related hospital admissions,
and reductions in alcohol-related crime and violence.” According to one summary of
international research into the links between high alcohol prices and alcohol
consumption:

An increase in the price of alcohol reduces hazardous and harmful alcohol
consumption, alcohol dependence, the harm done by alcohol, and the harm done by
alcohol to others than the drinker."

In short, from the repertoire of policies available, the evidence suggests that measures
that increase alcohol prices and taxes are the most effective in reducing alcohol
consumption and related harms.

Increasing the minimum price for alcohol will have the greatest effect
on young people and heavy drinkers

The rates of risky drinking in Australia peak among young people, and the AMA
consider measures that address these harmful patterns to be a policy imperative. Both
young people and heavy drinkers tend to choose cheaper alcoholic beverages.''
Because minimum pricing directly targets the cheapest drinks, a key benefit of this
pricing strategy is that it would most likely have the greatest impact on young
drinkers and those consuming alcohol at harmful levels. Drinkers who consume
alcohol within recommended guidelines would only be marginally affected.

The targeted nature of minimum pricing offers certain advantages to across-the-board
tax increases. This is because drinkers can compensate for a general increase in
alcohol taxes by shifting their consumption from more expensive to cheaper alcohol
products, rather than reducing their overall consumption of alcohol.'? Minimum
pricing prevents such substitution effects. Unlike general taxation measures,
minimum pricing also circumvents the practice of below-cost sales or ‘loss leading’,
which are a prominent feature of the Australian market."> The practice of below-cost
sales encourages consumption and undermines the effectiveness of tax-based
approaches, as major off-trade retailers are able to absorb price increases rather than
passing them onto the consumer.

The targeting of cheap drinks makes minimum pricing a particularly potent strategy
for reducing alcohol consumption in young people. There is a substantial body of
research that demonstrates that young drinkers are particularly sensitive to changes in
alcohol price.'* As concluded by the World Health Organization expert committee on
Problems Relating to Alcohol Consumption:'’

Policies that increase alcohol prices have been shown to reduce the proportion of
young people who are heavy drinkers, to reduce underage drinking, and to reduce
per occasion binge drinking. Higher prices also delay intentions among younger

teenagers to start drinking and slow progression towards drinking larger amounts.
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While these effects are observed for general price increases, the impact is likely to be
particularly pronounced through a minimum pricing strategy. Young people generally
have a relatively small discretionary income, are more likely to purchase alcohol for
its intoxicating properties, rather than its quality, and are more likely to consume
alcohol purchased from offsite locations, rather than onsite locations. ‘¢

Alcohol pricing policies are cost-effective

In addition to reducing alcohol consumption and related harms, increasing the price of
alcohol has the potential to deliver significant cost savings, reducing healthcare costs,
increasing workplace productivity, and reducing crime. To achieve such savings, the
minimum price threshold would need to be set at a level that is effective in reducing
the affordability of the cheapest alcoholic beverages. Establishing and maintaining an
optimal price threshold requires access to wholesale and retail alcohol sales data,
which in turn indicates consumption levels and patterns. In Australia, estimates of the
cost savings associated with alcohol pricing policy have focused on taxation
measures, and have calculated a net saving of between 14 and 38 per cent (or between
$2.19 and $5.94 billion in 2004-05 dollars)."” This finding echoes the international
literature, which identify pricing policies as having the lowest intervention costs and
greatest overall cost benefits.

While significant social and healthcare savings would arise from a minimum floor
price, a combination of minimum pricing and volumetric taxation would deliver the
greatest returns in terms of net cost savings. Taxation provides a revenue stream for
government, which can be hypothecated for alcohol harm prevention and treatment
programs. In contrast to taxation, additional revenue generated from a minimum price
goes toward alcohol producers and retailers.'® Adopting a minimum pricing scheme in
conjunction with volumetric taxation therefore offers the greatest scope for
discouraging harmful drinking and recovering the fiscal costs associated with alcohol
harms.

The introduction of a minimum floor price is an important step toward
a comprehensive taxation and pricing policy oriented around public
health

A fundamental shortcoming of the current alcohol pricing and taxation system in
Australia is that is not based on public health principles. By targeting low-cost
alcohol, minimum pricing has important implications for young and heavy drinkers,
and therefore offers a potent means of tackling damaging patterns of consumption.

While the public interest case for minimum pricing is compelling, reducing the harms
associated with alcohol ultimately requires a comprehensive suite of measures. As
with any other measure to address the alcohol-related harms, minimum pricing should
not be considered in isolation from other measures, and the AMA urges governments
to pursue a comprehensive reform of alcohol taxation, with public health as the
principle objective. As both the Henry Tax Review and the National Preventive
Health Taskforce concluded, an optimal mix of pricing policy would combine both a
volumetric taxation regime and a minimum floor price. The AMA supports this
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comprehensive reform of alcohol taxation,* which would result in a more equitable
and efficient volumetric taxation system underpinning a minimum price for alcohol.
These taxation reforms would reinforce the health benefits of minimum pricing,
which has significant potential to reduce the burden of injury, illness and death
associated with alcohol consumption in Australia.

“ Because the terms of reference of the Issues Paper are narrowly delimited to the issue of Minimum
Pricing, it is beyond the scope of this submission to detail the taxation arrangements that would be
most suited to delivering better public health outcomes. However, it should be noted that, in addition to
volumetric taxation, further adjustments to taxation would involve removal of the Wine Equalisation
tax and other distortions, such as duty-free and onsite discounts.
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