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Thank you for the opportunity to provide feedback to the Tax Working Group. We are
experienced public health practitioners with experience primarily in the prevention areas of
tobacco, alcohol and obesity.

We are aware that our submission will be released on the Tax Working Groups’ website,
with our email withheld, and have noted the Official Information Act and privacy
considerations that apply.

Tobacco, obesity and alcohol are leading risk factors for non-communicable diseases (NCDs)
including cancer, yet all are preventable. Our submission will focus on supporting taxes on
unhealthy products (tobacco, alcohol and sugary drinks) that will improve health and reduce
inequalities.

Taxing harmful products

There is clear evidence that additional taxes on harmful products incentivises positive
behaviour change. Such taxes are also required to reduce consumption and uptake of
harmful products.

Increasing taxes on harmful products will also help address negative externalities as well as
align the consumer price with the true health, social and other costs of the product.

We recommend:
Tobacco tax

1. Increasing tobacco excise tax by 20% (above inflation) annually.
2. Setting a minimum retail price for tobacco products.



3. Dedicating tax revenue for tobacco control to achieve Smokefree 2025 and
supporting quit services.

Alcohol tax

4. Raising alcohol excise tax by at least 50% across all alcohol products to raise the price
of alcohol by at least 10%

5. Adjusting excise rates annually to take into account changes in income (and to offset
any strategies used by retailers to not pass on increased rates to consumers)

6. Taxing alcohol content, not the volume of the beverage

7. Setting a minimum Unit Pricing Policy to prevent the availability of very cheap
alcohol

8. Increasing the level of tax revenue earmarked for health promotion and harm
prevention, research and treatment services

Sugary Drinks tax

9. Introduce a tax on sugary drinks that targets manufacturers and importers
10. Revenue raised from taxes on sugary drinks be earmarked for prevention

Tobacco taxes

Tobacco tax increases are the most effective way of reducing smoking prevalence, initiation,
consumption and inequalities in smoking.' Continued tax increases are important if we are
to achieve Government’s goal of Smokefree 2025 of under 5% of adults smoking. Tobacco
taxes can be justified as a tool to reduce consumption and to address negative externalities
of tobacco.




Tobacco tax increases effective

During New Zealand’s recent period of annual tax increases, smoking prevalence has further
declined along with tobacco sales. Tobacco tax rises have saved and will continue to save
thousands of lives in Aotearoa. Tax increases help people to quit and remain smokefree.
Crucially, tobacco taxes are very effective in helping prevent young people from
experimenting with smoking, becoming addicted, and enduring a lifetime of addiction.

During 2001-2010, tobacco tax only increased in line with inflation. However, since 2010,
there have been annual 10 % increases in tobacco tax, in addition to inflation adjustments.
The larger increases have made a difference. The evidence shows that tobacco consumption
per person reduced during 2010-2016 at about double the rate of that during 2000-2010.

The difference can also be seen for 'current' (at least monthly) smoking amongst young
adults (aged 18 to 24), a key priority group. During 2006/7 to 2011/12, the percentage of
smoking barely changed (from 27.7% to 27.3%). However, from 2011/12 to 2016/17,
smoking among this group declined significantly from 27.3 per cent to 20 per cent.’

For Maori, there have been encouraging results. Daily smoking among Maori fell by only
1.5% from 2006/7 to 2011/12 (from 39.2% to 37.7%), but fell by 5.2 per cent between
2011/12 and 2016/17 (from 37.7% to 32.5%). V¥ Modelling from Otago University suggests
that these benefits to Maori are likely to continue.

Reducing inequalities

There has been some concern expressed about the financial harm to smokers who don’t
respond to tobacco tax increases. However, there is evidence that such financial harmis
small relative to the high level of harm from smoking."

Minimum tobacco price

A minimum tobacco price would help ensure tax increases are even more effective.
Currently tobacco companies reduce the effect of tobacco tax increases on smokers by
phasing in price increases in stages. Tobacco companies also load extra tax onto higher price
brands to enable lower priced tobacco to remain at low prices.

Dedicate tax revenue for prevention and quit services

We strongly support revenue from tobacco taxes being dedicated for tobacco prevention
and supporting people to quit. Ethically, the only justification for taxing tobacco is for health
gain, not general revenue. New Zealanders, including smokers, are far more supportive of
tobacco tax increases when they know that tax revenue will be used for tobacco control or
supporting people to quit.

We recommend:

e Increasing tobacco excise tax by 20% (above inflation) annually.
e Setting a minimum retail price for tobacco products.



e Dedicating tax revenue for tobacco control to achieve Smokefree 2025 and
supporting quit services.

Further increases in tobacco taxes are very likely to produce further health gain, reduce
inequalities and generate cost- savings for the New Zealand health system. Continued tax
increases are important to achieve Government’s goal of Smokefree 2025.

Significantly increase excise tax on alcohol

Alcohol is a major contributor to the overall burden of death, disease and injury in New
Zealand." Alcohol is also a Group 1 carcinogen (the highest level)'! and a risk factor for
many cancers.

Costs of alcohol-related harm

The estimated cost of alcohol-related harm to NZ society was $5.3 billion in 2005/6.
Alcohol use is a major contributor to health costs, lost productivity for businesses and to
financial costs to society with crime, police and court time and incarceration. We also
recognise the harm alcohol has on other people including violent crime and road traffic
deaths and injuries. All these problems help justify higher alcohol taxes. People who don’t
drink alcohol (20% of New Zealanders) and low risk drinkers are unfairly burdened with
these costs. We believe that the rates of alcohol excise tax should reflect the cost of alcohol-
related harm to society.

Hazardous drinking

Hazardous drinking increases the risk of adverse health and social outcomes for the drinker
as well as others. The 2011/12 New Zealand Health Survey estimated that 530,000 New
Zealanders aged 15 years and over (15 percent of the adult population) are hazardous drinkers.™ In
2016, there were 179,000 more hazardous drinkers in New Zealand than in 2012. %

Alcohol consumption increasing

Nearly every group defined by age, ethnicity and sex has increased their drinking since 2011.
Women have increased their alcohol consumption the most. There continues to be
significant inequities in alcohol-related harm between Maori and non-Maori.

Reducing alcohol consumption is an important and under- emphasised strategy that can
help to reduce alcohol-related harm and other health and social costs. Raising the tax on
alcohol will provide an incentive to reduce consumption and reduce the growing number of
hazardous drinkers.

Today, alcohol is more affordable than it has ever been. Increasing the tax on alcohol has
been widely recommended by health experts and through the comprehensive Law
Commission Report.*



Tax alcohol content

There is an opportunity to align the level of tax to the alcohol content of beverages rather
than the type of drink (e.g. for wine). This would be fairer as currently some beverages are
taxed by volume and others by alcohol content. It is the alcohol that causes the harm, not
the type of beverage.

Reducing Inequities

Alcohol tax could particularly help prevent hazardous drinkers in low socio economic
communities in New Zealand. This is because “Adult drinkers in the most deprived areas
were 1.7 times more likely to be hazardous drinkers than adults in the least deprived areas,
after adjusting for age, sex, and ethnic differences” X Low income heavy drinkers are shown
to benefit the most when prices of alcohol are increased.

Minimum Unit Pricing

We also recommend a Minimum Unit Pricing Policy to prevent the availability of very cheap
alcohol. This policy is fair as it targets heavy drinkers and significantly reduces inequities in
alcohol-related harms between income groups.

Dedicate tax revenue

Currently a very small proportion of alcohol tax goes to the Health Promotion Agency for
alcohol-related health promotion. We strongly support increasing the tax revenue
earmarked for prevention, including public health/ prevention work DHBs and NGOs are
undertaking.

We recommend:

e Raising alcohol excise tax by at least 50% across all alcohol products to raise the price
of alcohol by at least 10%

e Adjusting excise rates annually to take into account changes in income (and to offset
any strategies used by retailers to not pass on increased rates to consumers)

e Taxing alcohol content, not the volume of the beverage

e Setting a minimum Unit Pricing Policy to prevent the availability of very cheap
alcohol

e Increasing the level of tax revenue earmarked for health promotion and harm
prevention, research and treatment services

Introduce a tax on sugary drinks

The Government needs to urgently act to prevent the growing obesity epidemic in New
Zealand. The Minister of Health is interested in considering a broad tax on sugar in food and
drink. The Tax Working Group can introduce a tax on sugary drinks as the first key step to
reducing obesity in New Zealand. This would align with the World Health Organisation’s



recommendation to tax sugary drinks.X Revenue generated by a sugary drinks tax could be
earmarked for obesity prevention initiatives particularly in low income communities.

Obesity epidemic in New Zealand

Obesity is linked to a long list of health conditions, including heart disease, diabetes and
many types of cancer. Obesity is projected to overtake smoking as the leading risk factor
causing health loss in New Zealand.

New Zealand has the third highest rate of adult obesity and the fourth highest rate of
childhood obesity in OECD countries.”” In New Zealand a staggering two thirds of adults (2.4
million) are obese or overweight. One third of children are obese or overweight.*V
Furthermore, our rates are rising. Overweight children are more likely to develop into obese
adults increasing the risk of cancer and other diseases.

Obesity is the biggest preventable cause of cancer after smoking and increases the risk of 11
cancers. Vi

Children and adults living in low income neighbourhoods are much more likely to be
overweight or obese.

Why tax sugary drinks?

It is well established that excess sugar is a major contributor to weight gain, obesity,
diabetes and tooth decay. Sugary drinks are the main source of sugar for children and young
people. Recent research found there is more sugar in New Zealand drinks compared to
Australia, Canada and the UK.V

A sugary drinks tax should be the first food/drink tax in New Zealand as it:

e has the strongest evidence base

e s focused on protecting children ( from dental decay, obesity and diabetes in
adolescence and cancers in later life)

e s a product with no nutritional value and empty calories

The levy can be targeted at the beverage industry thereby promoting reformulation of the
sugar content of drinks.

WHO and the World Cancer Research Fund,** along with The New Zealand Medical
Association, the NZ Dental Association and many other national organisations recommend
taxing sugary drinks.

More countries are taxing sugary drinks

A number of countries and American cities have introduced a tax on sugary drinks to
address obesity and diabetes epidemics. Studies from Mexico, Hungary, Berkley, California
and Philadephia, USA, all documented significant declines in sugary drinks consumption
following introduction of sugary drinks tax. Low income communities, where obesity and

diabetes have the highest prevalence, saw the largest declines in sugary drinks consumed.**
XXi



The UK recently introduced a “soft drink industry levy”. A number of UK beverage manufacturers
reformulated their beverages with a lower sugar content ahead of the sugar tax being implemented
on 1 April 2018. One study reported a 10% reduction in sugar content of energy drinks in the UK.

Public support sugary drinks tax

The majority of the New Zealand public support a tax on sugary drinks with a strong increase in
support since February 2014, Public support would be strengthened further if revenue generated
from a sugary drinks tax was used to support community wellbeing initiatives e.g. sports facilities in
schools, fruit in schools, healthy school lunches, school dental services.

Reducing inequalities

Young people, especially Maori and Pacific youth, consume the highest amounts of sugary drinks in
New Zealand. The WHO recognises that young people and low income consumers get the greatest
health benefit from taxes as they are the most influenced by price ™ A tax on sugary drinks provides
an evidenced based approach to reduce health inequalities.

Fizzy drink intake (3+ times per week)
% of children aged 2-14yrs

Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5
(least (most

deprived) W 2006/2007 m2015/16 deprived)

Source: Ministry of Health

Some are concerned about a sugary drinks tax disproportionately impacting on low income
communities. However high sugary drink intake, and its negative health consequences,
disproportionately impacts on low income communities. Sugary drinks deliver empty calories with
little or no nutrition. Evidence from countries that have introduced a sugary drinks tax found a
higher decrease in consumption of sugary drinks in low socioeconomic communities.

We recommend:

e Introducing a tax on sugary drinks that targets manufacturers and importers
e Revenue raised from taxes on sugary drinks be earmarked for prevention



Appendix A: Facts on impacts from smoking, obesity and alcohol

Smoking

e Smoking is the leading cause of preventable death in New Zealand. Every year 5000 people
die in New Zealand from smoking related illness™" with an estimated 1700 people being
Aucklanders.

e Every year more than 5000 New Zealand children start smoking™, on average at 14 years.

e The Ministry of Health has acknowledged that smoking is a major contributing factor to
health inequalities between Maori and non- Maori.

Obesity

e Obesity is projected to overtake tobacco as the leading risk factor causing health loss in New
Zealand.

e Obesity is the single biggest preventable cause of cancer after tobacco®™ and is a significant
and growing problem in New Zealand.

e New Zealand has the third highest rate of adult obesity and the fourth highest rate of
childhood obesity in OECD countries.™""

e Overweight or obesity are major risk factors for 11 cancers, as well as many other chronic
diseases such as cardiovascular disease and type 2 diabetes. X There js convincing
evidence that greater body weight causes cancers of the oesophagus, pancreas, bowel,
endometrium, stomach, gallbladder, liver, kidney, ovarian, prostate and breast (in post-
menopausal women).*

e Two thirds of New Zealand adults and one third of children are either overweight or
obese

e The burden of obesity is not equally shared with Maori and Pacific people and those living in
low socioeconomic neighbourhoods more likely to be obese or overweight.

e Obesity costs New Zealand $849 million or 0.3% of our GDP in healthcare and productivity
costs o

Alcohol

e Alcoholis a major contributor to the overall burden of death, disease and injury in New
Zealand i

e Hazardous drinking increases the risk of adverse health and social outcomes for the drinker
as well as others. The 2011/12 New Zealand Health Survey estimated that 530,000 New



Zealanders aged 15 years and over (15 percent of the adult population) are hazardous
drinkers. v

The estimated cost of alcohol-related harm to NZ society was S5 billion in 2005/6.*

Early initiation into alcohol use increases the risk of being a heavy drinker and experiencing
alcohol disorders later in life. Young people experience greater harm from alcohol
consumption.

Alcohol has been classified as a Group 1 carcinogen by the World Health Organisations’s
International Agency for Research on Cancer since 1988.*" Over 240 cancer deaths in New
Zealand in 2007 were attributable to alcohol consumption.

Alcohol is a risk factor for many cancers with the risk increasing with the level of
consumption. The strength of evidence for a causal relationship between alcohol use and
cancer is of the highest level.*i The volume of alcohol consumed over one’s lifetime is
important in determining the risk of developing cancer.

Breast cancer is the leading cause of alcohol-related death among New Zealand women for
both Maori and non-Maori. Even low levels of alcohol consumption, e.g. up to 1 drink per
day, increases the risk of breast cancer for females.*i" Alcohol consumption of more than 3
drinks per day has been estimated to increase the risk for breast cancer by 40-50%.%*

"Hiscock R, Branston JR, Mc Neill A, Hitchman SC, Partos TR, Gilmore AB. Tobacco Industry Strategies undermine
government tax policy: evidence from commercial data Tob Contol.2017.
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