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EXECUTIVE SUMMARY

The harmful use of alcohol is a critical public health concern in South Africarhe
economic and social costs caused by alcohol consumption are vast South Africa has the
highestreported rates of Fetal Alcohol Syndrome globallyAlcohol consumption contributes
to violence, injuries, trauma presentations, mental disorders, infectious diseases, and
premature mortality. Estimates from several publications indicate that the number of
alcohol-attributable deaths in South Africais in the range of 36,200 to 62,300 deaths per
year.

Pricing policies are a highly effective measure to reduce alcohaklated harm. In this
report, we provide a comprehensive review of the current alcohol market and policy
framework. We beginwith an international perspective, comparing alcohol consumption,
associated harms, and excise tax structuresWe thenreviewE Y2 q6 Wl n | RAC Kt We G HY S
trends in consumption, and developments in excise tax revenues.

The main focus of the report is excise taxes. In South Africax@se taxes on beer and
ciders (R135.89/L of AA) and spirits (R274.39/L of AA) are applied per litre of absolute alcohol
(international best practice). Excise taxes on wine (R5.57/L), Traditional African beer
(RO.0782/L), and Traditional African beer powderR0.0847/kg) are applied by volumeThese
rates are for 2024/25.

i 6RONVDWEY2qé6Wl nl RAcKkt WIJ+HRY Ipdsitve fedti@EY vk ! W'n | ¢
provide recommendations to enhance the current policy frameworkThe mainweaknessin
EYeqd6lWl nl RACKt WI+HRY DWac + WGYTIRHA! WRt Wadcaqlls RUIU
receives has a long historyLikewise, the excise taxes on beerJraditional African beer and
Traditional African beer powder, and instant beer are also very low. There are currently very
large differences in the estimated excise duty ratesbased on absolute alcohol, for the
various alcoholic beverages. The relative differential rates have been widening in South
Africa in recent years.

Per litre of pure alcohol, spirits attracts by far the highest excise taxlouble that of
malt beer. The excise tax based on absolute alcohol for unfortified wine is a fifth of the excise
tax for spirits. The excise tax based on the absolute alcohabntent for Traditional African
beer powder is only 4% of the excise tax for beer. The excise tax on Traditional African beer
and Traditional African beer powder has not increased in two decades, with the result that
the excise taxes are now negligible. We also mplJT W aqdécaqllgqs YWHEqUINYI RIJY
[ DI GUUq T LW catdgoty bre tAxad lewkt than their counterparts (R109.76/L of AA
instead of R135.89/L of AA), liqueurs with less than 23% AA are taxed at R109.76/L of AA
(instead of R274.39.L of AA), and pedtilled brandy is taxed at 10% less than the spirits rate
(R246.95/L of AA).



Recommendations

1. As far as possible, there should be @onvergence in the excise tax rates between
the various alcohol categories. In the past there has been a divergence, and this is
bad for public health as consumers can trade down to cheaper alcoholic beverages.

2. The government should considerimplementing a Minimum Unit Price at the
national level . The Western Cape is currently looking athis from a provincial
perspective. It could serve as a test case for national implementation. Also, some
negative aspects related to a provincial MURsuch as interprovincial smuggling)
would be resolved if itwere implemented nationally.

3. Thetaxation on wine should be reviewed . The cost per litre of absolute alcohol is
much lower for winethan for beer and spirits.

4. Increase the excise tax on beer, giventhat beer is the drink of choice among South
Africans who drink excessively.

5. Investigate tax administration on sugar -fermented beverages. Even thoughthey
are subject to the same high spirits excise tax, the prices at which SFBs are sold
suggest that excise taxes are not paid.

6. Tax instant beer powder appropriately . Currently, instant beer powder is taxed at
the Traditional African beer powder rate. For historical and political reasons
Traditional African beer and Traditional African beer powder are taxed at extremely
low rates. While thebest option would be to increase the excise tax on Traditional
African beer and Traditional African beer powder, if this igiot feasible an
appropriately high tax should be imposed on instant beer powder by creating a new
separate, category forit.

7. Remove anomalies in the excise tax tables . Some categories of alcohol (like
liqueurs with alcohol content below 23%) are currently taxed at R109.76/L of AA,
which is substantially lower than the spirits rate of R274.39/L of AA. Two categories
ofAYqé 13l Wnl GUUqUT WAKX211 ¢NUt Rk Wel DWaeé 13T We q LW/
beer rate of R135.89 applied to othecategories ofh Y a6 131 Wn 131 G WU0q T WHII2 1



1. INTRODUCTION

The harms from alcohol use are costlyo the economy andto society. In 2016, alcohol
use led to 2.8 million deaths globally (95%J1 2.4r3.3), and was ranked as the seventh leading
risk factor for premature death and disability? Alcohol consumption has a causal impact on
more than 200 health conditions (diseases and injuries}.

In 2018, the World Health OrganizationWHO)ii ¢ 2 UR S UT Waqd WWE [ EAWRUF

world free from alcohokl 130 ¢ q 1J B Thé ®VHQ idebtifiedseveral key interventions to
address the harmful use of alcoho] summarised under the SAFER acronymStrengthen
restrictions on alcohol availability; Advance and enforce drinkdriving countermeasures;
Facilitate access to screening, brief interventions, and treatment; Enforce bans or
comprehensive restrictions on alcohol advertising, sponsorship, and promotion;Raise
prices of alcohol through excise taxes and pricing policies. This reportfocuses on the last of
the fiveinterventions.

According to the WHO, raising the excise tax on alcohol is one of tfigest buyskto
reduce the harmfuluse of alcohol.* Out of the 88 interventionsidentified, there are a total of
16thest buysk*kO7 13t qlUH 2 ! + k L¢ intdridrtions madst cadt-efidctivimadid Fehsible
for implementation.* These are interventions where a WHO Choicénalysis found an
average costldnn DHqR2 JU It t W dsapiRty-Adisted] [fEIY eaaventdtlinGdid LU ?
and lower-middle-income countries.*

The costeffectiveness of these interventions is confirmed byChrisholm et al.,®> who,
for the year 2010, found thatncreasing excise taxes has a low cost (<I$0.10 per capita) and
a highlyfavourable ratio of costs to effects (<I$100 per healthy life year gained in both lew
and high-income settings).®> They concluded thatpricing policies (and restrictions on alcohol
availability and marketing continue to represent a highly costeffective use of resources?®

Numerous reviews of the scientific evidence have concluded that pricing policies are a
highly effectiveand cost-effective measure to reduce alcohotrelated harm.f78° An extensive
body of economic literature has established that the overall price elasticity of alcohol demand
Rt WOWNEcqR2UAWs RaéWe UWe 211 ¢NPW2¢te JWYnWE GGl Y¥#RO
prices is associated with a 0.5% reduction in consumptiorf.1°1?

South Africa, like many other countries, has beemsing pricing policies (specifically
excise taxes)for more than a century Whenalcohol excisetaxes were introduced, the main
aim was to raise government revenue. However, dhe governmentraised income from other
sources, and as the harmful effects of alcohol received more prominencethe focus has
shifted away from revenuegenerationto public health gains. Despite this change in focus,
alcohol taxes still generate a substantial proportionof government revenue. In 202/23
alcohol revenue raised R1.5 billion, or 2.5% of total tax revenue.

f OW~¢! W=MNMNAWEYea q6 Wl nrotdeA60kpaghIrevieqy Bf ltbbdlicUN | 1J ¢
beveragetaxation in South Africal? On 27 March 2023 the Minister of Finance said that
National Treasuryis undergoingan alcohol taxation review process and that they will soon



publish a discussion paper for public consultation?® The minister noted that theirdiscussion
paper will consider all the developments and relevant issues pertaining to the overall alcohol
industry and the taxation of alcoholic beverages since the last review was performed in
20142 In the updated review, National Treasury wilspecifically consider the excise duty
regime on winein relation to the industry and the excise duty regime for other alcoholic
beverages?®®

This report seeks to contribute toE Y 2 a6 W aicoh® Haxatidn Lipolicy, and
specifically the upcoming government discussion papeyby conducting a thorough analysis
of South Africa'scurrent alcohol excise tax policy. To identify potential gapswe provide a
comprehensivereview of the current alcohol market and policy framework. The study begins
with an international perspective, comparing alcohol consumption, associated harms, and
excise tax structures globally. Shifting focus to South Africaye provide an indepth review
of SY 2 q 6 LI aicbhRIfdiidels, trends in consumption, and developments in excise tax
revenues. We then identify the gaps in the current exciséax framework, concluding with
policy recommendations. We see this report as a discussion document, that can be updated
following stakeholder dialogue. As such, we welcome any feedback that can improve the
report.

2. SOUTH AFRICA IN THE GLOBAL CONTEXRLCOHOL CONSUMPTION & HARM

Alcohol is a major public health problem in South Africa, contributing to violence,
injuries, trauma presentations, mental disorders, infectious diseases, and premature
mortality. 4 ¥ 1 |n 2012, alcohotattributable harm in South Africa accounted for an
estimated 7.1% of all deaths and 5.6% of all disabiliadjusted life years(DALY?9.1¢ Alcohol
is an important contributor to the overall diseaseburden, ranking fifth in terms of deaths and
DALYs(after unsafe sex, interpersonal violence, high body mass index, and high systolic
blood pressure).16’

Frequent heavy episodic drinking accounts for the unusually large share of injuries
and infectious diseases in the alcoholattributable burden of disease profile!® There are
several estimates indicating the number of annual alcoholattributable deaths in South
Africa. Matzopolous et al. (2022)estimated that there were37,366 alcoholrelated deaths in
20121 Probst et al. (2018)estimated that approximately 62,300 adults died from alcohol-
attributable causes in 2015.28In a2024 report,the WHOestimated that 36,248 deathswere
attributed to alcohol in 2019.*° The range for South Africa is therefore around 36,248 to
62,300 death per year.

Survey data from 2015 provide further details on the demographjarofile of alcohol
consumers. Data from the 2015 National Income Dynamics Study (NIDShdicate that
current alcohol use (any amount) in 2015 was reported by 33.1% of thHeouth African
population aged 15+(47.7% males, 20.2% femalesy° Of drinkers, 43.0% reported binge
drinking (48.2% males, 32.4% females), where binge drinkinig defined as 5 or more
standard drinks on a usual drinking day for males and female®.The prevalence of self
reported binge drinking as a percentage of the total population in 2015 was 14.1% (22.8%
males, 6.4% females)?



The WHO estimated that the threeyear average for 2015 to 2017 of per capitdcohol
consumption by people age 15+in South Africawas 9.3 litres of pure alcohol?! This is one of
the highest on the African continent (Figurd).

Figurel | Totalalcohol per capita consumption (15+ years, in litres of pure alcohol), 2016
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Source: World Health Organisation. Global status report on alcohol and health 2018.
https://www.who.int/publications/i/item/9789241565639. 2018

The WHOestimated that 59% of South African drinkergaged 15+consumed at least
60 grams or more of pure alcohol on at least one occasion in the past 30 dajisgure2). This
is higher than the 43% estimated by ellios and Van Walbeek® who used 2015NIDSdata.
The WHOdefines heavy episodic drinking (drinkers only) as the proportion of adult drinkers
(15+ years) who have had at least 60 grams or more of pure alcohol on at least one occasion
in the past 30 days.Vellios and Van WalbeeR defined heavy episodic drinking using the
survey question:h § Ull¢ WT ¢! Waéc¢cqll! YeWdcec2WWe UWIcaHYS YT RALWI
you usually 6 ¢ 2 IMelikosOand Van Walbeek # estimate is lower, among other things,
because they missed drinkers who bingeaccasionally, but who usually did not binge.


https://www.who.int/publications/i/item/9789241565639.%202018

Figure2 | Prevalence of leavy episodic drinking amongurrent drinkers (age 15+ years)
2016
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Source: World Health Organisation. Global status report on alcohol and health 2018.
https://www.who.int/publications/i/item/9789241565639 .

Notes: Heavy episodic drinking (HED) is defined as 60 or more grams of pure alcohol on at least one single occasion
atleast once per month.

Data from 2010 (the most recenthat we found) indicate South Africa has one of the
highest patterns of drinking scoresglobally (Figure3).22 The patterns of drinking scoreis
measured on a scaleof 1 (least risky drinking pattern) to 5 (most risky drinking pattern) [2
(somewhat risky), 3(medium risky), 4 (very risky)}?> The higher the score, the higher the
alcohol-attributable burden of disease for the country?” The scoreis based on three
dimensions: (1) different aspects of heavydrinking occasions (i.e. high usual quantity of
alcohol per occasion, festive drinking common at celebrations, proportion of drinking when
drinkers get drunk, and proportion of drinkes who drink daily or nearly daily)(2)drinking with
meals, and (3)drinking in public places??
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Figure 3 | Patterns of drinking score (age 15+), 2010
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Source: World Health Organization. 2014Global Status Report in alcohol and Health.
https://www.who.int/publications/i/item/global -status-report-on-alcohol-and-health-2014

Continuing with a global comparative analysis, a 2017 publication blPopovaet al.?®
shows the prevalence offetal alcohol syndrome (FAS) for 180 countries. They found that
South Africa has the highest rate of FAS in the world by fastimated at nearly 600 cases per
10 000 people (i.e. 6%)The FAS rate in South Africa is five times higher than the next four
countries with the highest rates of FASHgure 4). Data from the 2016 South African
Demographic and Health SurveyDHS)indicate that 3% of women age 1549 who had a live
birth in the past 5 years reporéd that they consumed alcoholduring the pregnancy of their
last birth.?* Women inthe Western Cape (7%), Eastern Cape (6%), and Northern Cape (6%)
were most likelyto consume alcohol during pregnancy?*

Figure4 | Countries with the highest rates of FAS (95% Cls shown by error bars)

0 100 200 300 400 500 600 700 800
South Africa
Croatia
Ireland —_—
Italy —_—
Belarus —

Source: Numbers retrieved from Popova S, Lange S, Probst C, et al. Estimation of national, regional, and global
prevalence of alcohol use during pregnancy and fetallcohol syndrome: a systematic review and metaanalysis. The
Lancet Global Health 2017;5(3):2999. doi: 10.1016/S2214109X(17)300219
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The extreme rates of FAS iSouth Africa are largely attributable tothe h T Y G LWt ,! + q 13 & K
whereby agricultural workers, especially in the Western Cape and Northern Capewere
partially paid in wingOLLUN 6 1J Wh T ¥ GdliBved todpéresmonsible for largescale harms
from alcohol use and for perpetuating a culture of alcohol use and alcohotlependencein
rural areas and especially amongst Coloured communitie€® Although it was outlawed in
1960, the practice was only ended in the 19908° Heavy episodic drinking amongst farm
workers and rural residentsis still driven by the ongoing easy availability of cheap wine in the
two provinces.® N6 IJ W h T Y Gl td an elddiiok dépendence.? Alcohol use remains
deeply embedded in South African culture and history®

The harmful use of alcoholin South Africais evidentin road traffic death statistics.
EYaq6ll nl RAcWGE¢ct W6 WIWs YI GT kKt WERNEIIL qit 6¢1 WY
(Figure5).In 2017, an estimated 57.5% of all road traffic deaths were attributable to alcohol
consumption.? This is the second highest in the world (after Lesotho at 60%) among
countries for which there is data.More recent data indicate that h 2022, 12 436 people died
on South African roads?’ If we apply the 57.5%statistic from the 2017 data, then an
estimated 7152road traffic deathsin 2022were attributable to alcohol consumption.

Figure5 | Share of road traffic deaths attributed to alcohol, 2017

Share of all road traffic deaths attributed to alcohol consumption above the national legal limit for alcohol
consumption. It includes deaths in vehicles, of pedestrians and of cyclists.

No data 0% 5% 10% 15% 20% 25% 30%
I — 4

Source: Ritchie H, RoseM. Alcohol Consumption. Published online at OurWorldinData.org. Retrieved from:
https://ourworldindata.org/alcohol -consumption#all-charts. [Online Resource]. 2024

Notes: The authors used WHO data.

In South Africa, he costs of alcohol useto society were estimated at betweenR245
billion and R280 billion in 2009 (106112% of GDPY? Included in these costs are tangible
costs (healthcare, treatment, research and prevention, social and welfare costs, crime
response, crime consequence, crime anticipation, road traffic accidents), and intangible
costs (premature mortality and morbidity, absenteeism, and norfinancial welfare costs).?®

12



3. TYPES OEXCISE TAKS

Excisetaxescan either be applied as a percentage of the monetary value of abeverage
(ad valorem) or as a fixed amount applied on the beverage (Table 1). Specific taxes can be
applied to the volume of a beverage(volume-based specific) or the alcohol content of a
beverage (alcoholcontent-based specific) (Table 2)*°

From a tax administration perspective, a specific tax is much simpler than aad
valorem tax. The tax liability under a specific tax regime is the quantity (or volume) of the
product, multiplied by the rate per unit. To determine the tax liability for amd valorem
excise tax, the revenue authorities need to know the value of the product and apply the
appropriate percentage. Calculating the value is more complex than counting or measuring
the product. When ad valoremtaxes are applied alcohol producers can reduce their tax
liability by reporting a lower base valug®

Some countries apply mixed excise tax systems, mostly involving a specific tax
component and an ad valorem tax component?® In some instances, the specific tax
component is used as a minimum floor, i.e., the excise tax collected cannot be below this
value.® Mixed excise tax systems can balance the advantages and disadvantages of each
excise tax type (Tablel) and offer flexibility but mixed systems are more complex to
administer.?
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Table 1

| Types ofexcisetaxes: advantages and disadvantages

Advantages Disadvantages

Ad o Canraise further revenue, as more 0 More complex to administer and
valorem expensive products pay more tax. enforce because they require accurate
taxes o Proportional to the value of the product, valuation of goods

which means they automatically adjust 0 Risk of tax avoidance through

for inflation and changes in prices over undervaluation of goods, especially in

time. sectors where valuation is subjective or

difficult .

0 Notlinked to the alcohol content of the
product.

o Donot effectively targetcheap
products, asthese haveasmaller tax
base, potentially wideningthe price
dispersion within products and
incentivising unintended substitutions
to cheaperalcoholic beverageswithout
reducingthe quantity of alcohol
consumed.

0 Variance in prices encoura@
consumers to trade down.

Specific 0 Basedon quantity rather than value. 0 Needto be adjusted regularlyor
taxes This simplicity makes them easier to inflation ortheir realvaluerisks erosion
administer and enforce. overtime.?
0 Since specific taxes are based on
quantity, they provide more
predictability in revenue collection for
the government, assuming the quantity
sold remains stable.
o Effectivelytargetcheapbrands, asthe
samerate appliesto all products based
onalcohol or volumecontent,
regardlessoftheir price, reducingthe
incentive to purchasersto shift their
demandto cheaperproducts.?®
0 Notasproneto industry price
manipulation as ad valorem excise
taxes.?
Table2 | Types of bases:@antages and disadvantages
Advantages Disadvantages
Volume - 0 The cost of administration is relatively 0 Low alcohol content beverages are
based low, asit imposes taxes based on the taxed at the same amount as high
specific volume, whichis less subject to alcohol content beverages
tax product heterogeneity and does not
require measuring of alcohol content
or value? In countries where resources
for tax administration are limited,
volumetric/unitary taxes could be a
good optionfor taxingalcoholic
beverages?
Alcohol - 0 Targetthe harm-inducingchemical T 0 Taxincidences are lower for beverages
content - ethanol Tdirectly, thereby curbingtotal with lower alcohol content, and as such
based ethanol consumption aswell as they may not effectively curb
specific consumption of high-strength alcoholic consumption of lower-alcohol
excise beverages® Unlike volumetric/unitary beverages or delay initiation among
taxes taxes, alcohol-content-based specific young people® Manufacturers could use

14




taxesensurethat alcoholic beverages
with more ethanol aretaxedat a higher
rate.®

Unify pricesinrelativeterms across
brandsof the samealcoholic strength
andcan be usedto incentivize
consumersto substitute for
alternativeswith lower or noalcohol
content. Theyare consideredthe best
designto reduce the health harmsof
excessivedrinkingandcan also
incentivise product reformulation by
the industry towards low-alcohol
content beveragesor alcohol-free
versions,which could drive alcohol

pricing strategiesto encourage
consumption of lower-alcohol beverages
by loweringtheir prices.® Theymightalso
respondto alcohol-content-based
specific taxesby cross-subsidization:
over-shiftingthe price increaseon
higher-priced beveragesand under-
shiftingit onlower-priced beverages,
therebyavoidingadropin consumption
of their lower-priced goodsaswell as
overallconsumption.® Oneway
governments canaddressthis challenge
istointroduce aminimum excisetax
ensurethat excisetax perbeverage
doesnot fall below acertain level.®

consumption down beyonda tax-
induced decreasein demand.?®

4. GLOBAL EXCISE TAXES: TAX STRUCTURE & TAX SHARES

Tax structures

Data onalcohol excise taxes for beer, wingeand spirits were obtained from a dataset
released bythe WHO in November 202% and from a 2023 WHO publicatior?® As of July
2022, at least 148 countries apply nationalevel excise taxes to at least one type of alcoholic
beverage?® Most of the countries that do not apply taxes are located in the Eastern
Mediterranean or SouthEast Asia Regions, whersome countries ban the sale of alcohol?®
There are 11 countries that ban the sale of alcohol (Afghanistan, Brunei Darussalathe
Islamic Republic of Iran, Kuwait, Libya,the Maldives, Mauritania, Saudi Arabia, Somalia,
Sudan,and Yemen).

In the tables and figures below, we summarise the different tax structure®r wine,
beer, and spirits, as reported bythe WHO. We appreciate that this categorisation misses
some of the nuances of the tax structure for individual countries. Nevertheless, we believé
gives a broad geographical overview of global tax structures.

The most common type of excise tax owine is volume-based specific (56 countries,
including South Africa), followed byad valorem tax (34 countries) (Figure and Table 3).
Elevencountries apply a specific excise tax based on alcohol content. 22 countries do not
apply any excise taxes on wine.
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Figure6 |

[l Specific mixed - Alcohol & Volume-specific [l Alcohol-content-based specific
Ad valorem [Jl] Mixed — Volume-specific & Ad valorem
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sales prohibited
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Table3 |

Type of excise tax applied to wine, by country

Tax type (n=195)

Country/ Territory

Volume-based specific
(n=56, 28.7%)

Albania, Andorra, Armenia, Azerbaijan, Bangladesh, Belarus, Belgium, Belize, Bolivia
(Plurinational State of), Canada, Denmark, Dominica, Estonia, Fiji, Finland, France,
Gambia, Grenada, Guyana, Indonesia, Ireland, Japan, Kazakhstan, Kenya, Kiribati,
Kyrgystan, Latvia, Lebanon, Liberia, Lithuania, Malaysia, Malta, Mauritius, Monaco,
Morocco, Namibia, Netherlands (Kingdom of the), Palau, Philippines, Poland, Russiar
Federation, Saint Lucia, Saint Vincent and the Grenadines, Samoa, Seychell&quth
Africa, Spain, Sweden, Tajikistan, Tunisia, Turkey, United Kingdom of Great Britain a
Northern Ireland, United Republic of Tanzania, Uzbekistan, Vanuatu , Zimbabwe

Ad valorem (n=34,
17.4%)

Australia, Bahamas, Benin, Brazil, Burkina Faso, Cambodia, Chad, Chile, China,
Congo, Céte d'lvoire, Democratic Republic of the Congo, Egypt, Eswatini, Ethiopia,
Ghana, Guatemala, Guinea, GuinedBissau, Haiti, Malawi, Mexico, Niger, Paraguay,
Republic of Korea, Rwanda, Saint Kitts and Nevis, Sierra Leone, South Sudan, Togo,
Tuvalu, Venezuela (Bolivarian Republic of), Viet Nam, Zambia

Alcohol-content-based
specific (n=11, 5.6%)

Cook Islands, Equatorial Guinea, Iceland, Jamaica, Mongolia, Norway, Panama, Pap
New, Guinea, Singapore, Suriname, Tonga

MixedT Alcohol-
specific & Ad valorem
(n=6, 3.1%)

Costa Rica, Dominican Republic, Ecuador, El Salvador, Nicaragua, Thailand

MixedT Volume-
specific & Ad valorem
(n=10, 5.1%)

Burundi, Cabo Verde, Cameroon, Central African Republic, Gaboikonduras, Peru,
Sao Tome and Principe, Senegal, Ukraine

Specific mixedT
Alcohol & Volume
specific (n=1, 0.5%)

Colombia

Other (n=6, 3.1%)

Eritrea, Madagascar, Mozambique, Myanmar, New Zealand, Uganda

Sales of alcohol
prohibited (n=11, 5.6%)

Afghanistan, Brunei Darussalam, Iran (Islamic Republic of), Kuwait, Libya, Maldives,
Mauritania, Saudi Arabia, Somalia, Sudan, Yemen

NA (n=5, 2.6%)

Antigua and Barbuda, Cuba, Iraq, Marshall Islands, Nauru
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Not applied (n=22, Argentina, Austria, Bulgaria, Croatia, Cyprus, Czechia, Georgia, Germany, Greece,
11.3%) Hungary, Israel, Italy, Luxembourg, Montenegro, North Macedonia, Portugal, Republi
of Moldova, Romania, Slovakia, Slovenia, Switzerland, Uruguay

Data not reported / not | Algeria, Angola, Bahrain, Barbados Bhutan, Bosnia and Herzegovina, Botswana,
available (n=33, 16.9%) | Comoros, Democratic People's Republic of Korea, Djibouti, India, Jordan, Lao People
Democratic Republic, Lesotho, Mali, Micronesia (Federated States of), Nepal, Nigerial
Niue, occupied Palestinian territory, Oman, Pakistan, Qatar, San Marino, Serbia,
Solomon Islands, Sri Lanka, Syrian Arab Republic, Timbeste, Trinidad and Tobago,
Turkmenistan, United Arab Emirates, United States of America

Source: World Health Organization. The Global Health Observatory: Global prices and taxes on alcoholic beverages
[dataset]. https://www.who.int/data/gho/data/themes/topics/taxes -on-alcoholic-beverages. 2023

Data on the top 15 wine producing countries wre obtained from the International
Organisation of Vine and WingTable 4).3! In 2022, the top wine-producing countries by
volume were Italy, France, and SpainSouth Aricaranked eighth (10.3 million hectolitres).?*
The South African Wine Industry Information and Systemseports the same number, 10.3
million hectolitres, so it is likely that SAWIS is the source for the South African datihere is
no obvious pattern in the type of taxes applied to wine in these 15 top wifgroducing
countries. Volume-based specific taxes are applied in France, SpainSouth Africa, and
Russia® Italy, Argentina, Germany, Portugal, and Romanido not apply any excise tax to
wine.*° Australia, Chile, China, and Brazilapply ad valorem taxes®

There isalso no obvious patternrelating the types of taxes applied and the pattera
of drinking scores(Table 4) South 'n | Rikh&irkg patterns do not correspondto the drinking
patterns of the 10most prominent wine-producing countries. While South Africa scores a 4
(very risky) the other ninecountries score a 1 (least risky) or a 2 (somewhat riskyjumong all
15 wine-producing countries, only Russia scores worse tharsouth Africa (5: most risky).
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Table 4 |

Top 15 wine-producing countries in theworld

Production in 2022 Type of tax applied to Pattern s of drinking
(million hectolitres ) wine, 2022 score, 2010
1. Italy 49.8 Not applied 1
2. France 45.8 Volume-based specific 1
3. Spain 35.7 Volume-based specific 1
4. United States 22.4 Various (depends on state) 2
5. Australia 13.1 Ad valorem 2
6. Chile 12.4 Ad valorem 2
7. Argentina 11.5 Not applied 2
8. South Africa 10.3 Volume-based specific 4
9. Germany 8.9 Not applied 1
10. Portugal 6.8 Not applied 1
11.Russia 4.9 Volume-based specific 5
12.China 4.2 Ad valorem 2
13. Romania 3.8 Not applied 3
14. New Zealand 3.8 Other 2
15. Brazil 3.2 Ad valorem 3

Notes: Patterns of drinking scores: 1: least risky drinking pattern 2: somewhat risky, 3: medium risky, 4: very risky 5:

most risky.

Sources: (1) Production figures obtained fromthe International Organisation of Vine and Wine. World Wine

Production Outlook.

https://www.oiv.int/sites/default/files/documents/OIV_World_Wine_Production_Outlook_2023.pdf. 7 November

2023. (2) Type of tax applied to wine obtained from World Health Organization. The Global Health Observatory:

Global prices and taxes on alcoholic beverages [datasethttps://www.who.int/data/gho/data/themes/topics/taxes -
on-alcoholic-beverages. 2023 (3). Patterns ofdrinkingt H#Y 1 13+ IOYHAq ¢ RUIIT 1On | VY 0 wSRepdritt IOY Z T X 10] OV
alcohol and Health. https://www.who.int/publications/i/item/global -status-report-on-alcohol-and-health-2014.

"In New Zealand the type of specific excise tax appliedo wine varies based on the alcohol concentration.
Wines below 14% ABV are taxed using a volumkeased specific tax, while wines above this threshold are
taxed using an alcoholcontent-based specific tax.
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The most common type of excise tax orspirits is a specific excise tax based on
alcohol content (62 countries, including South Africa), followed byad valorem taxes (35
countries) (Figure7 and Table5). While volumespecific excise taxes are popular for wine (56
countries), only 23 countries applyolume-based specific taxes to spirits.

Figure7 | Type of excise tax applied to spirits, by country

[l Specific mixed - Alcohol & Volume-specific [Ji] Alcohol-content-based specific Volume-based specific
Ad valorem [l Mixed — Volume-specific & Ad valorem Mixed — Alcohol-specific & Ad valorem [l Alcohol
sales prohibited Not applied / No data / Other

Created with Datawrapper
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alcoholic beverages[dataset]. https://www.who.int/data/gho/data/themes/topics/taxes -on-alcoholic-beverages.
2023

Table5 | Type of excise tax applied to spirits, by country

Tax type (n=195) Country/ Territory
Volume-based specific Azerbaijan, Bangladesh, Belize, Dominica, Gambia, Guyana, Indonesia, Kenya,
(n=23, 11.8%) Kiribati, Kyrgyzstan, Lebanon, Liberia, Malaysia, Palau, Saint Lucia, Saint Vincent

and the Grenadines, Samoa, Seychelles, Suriname, United Republic of Tanzania,
Uruguay, Uzbekistan, Vanuatu

Advalorem (n=35, 18.0%) | Argentina, Benin, Brazil, Burkina Faso, Cambodia, Chad, Chile, Congo, Céte
d'lvoire, Democratic Republic of the Congo, Egypt, Eswatini, Ethiopia, Ghana,
Guatemala, Guinea, GuineaBissau, Haiti, Malawi, Mali, Mexico, Niger, Paraguay,
Republic of Korea, Rwada, Saint Kitts and Nevis, Sierra Leone, South Sudan, Tog
Tunisia, Tuvalu, Venezuela (Bolivarian Republic of), Viet Nam, Zambia, Zimbabwe

Alcohol-content-based Albania, Andorra, Australia, AustriaBahamas, Belarus, Belgium, Bulgaria, Canada
specific (n=62, 31.8%) Cook Islands, Croatia, Cyprus, Czechia, Denmark, Equatorial Guinea, Estonia,
Finland, France, Georgia, Germany, Greece, Grenada, Hungary, Iceland, Ireland,
Israel, Italy, Jamaica, Kazakhstan, Latvia, Lithuaniduxembourg, Malta, Mauritius,
Monaco, Mongolia, Montenegro, Morocco, Namibia, Netherlands (Kingdom of the)
New Zealand, North Macedonia, Norway, Panama, Papua New Guinea, Poland,
Portugal, Republic of Moldova, Romania, Russi#&n Federation, Singapore,
Slovakia, SloveniaSouth Africa, Spain, Sri Lanka, Sweden, Switzerland, Tajikistan
Tonga, Turkiye, United Kingdom of Great Britain and Northern Ireland

MixedT Alcohol-specific & | Costa Rica, Dominican Republic, Ecuador, El Salvador, Nicaragua, Philippines,
Ad valorem (n=8, 4.1%) Thailand, Ukraine

MixedT Volume-specific & | Bolivia (Plurinational State of), Burundi, Cabo Verde, Cameroon, Central African
Ad valorem (n=11, 5.6%) | Republic, China, Gabon, Honduras, Peru, Sao Tome and Principe, Senegal
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Specific mixedT Alcohol & | Colombia, Japan
Volume-specific (n=2,

1.0%)

Other (n=7, 3.6%) Armenia, Eritrea, Fiji, Madagascar, Mozambique, Myanmar, Uganda

Sales of alcohol prohibited | Afghanistan, Brunei Darussalam, Iran (Islamic Republic of), Kuwait, Libya,

(n=11, 5.6%) Maldives, Mauritania, Saudi Arabia, Somalia, Sudaryemen

NA (n=5, 2.6%) Antigua and Barbuda, Cuba, Irag, Marshall Islands, Nauru

Data not reported / not Algeria, Angola, Bahrain, Barbados, Bhutan, Bosnia and Herzegovina, Botswana,
available (n=31, 15.9%) Comoros, Democratic People's Republic of Korea, Djibouti, India, Jordan, Lao

People's Democratic Republic, Lesotho, Micronesia (Federated States of), Nepal,
Nigeria, Niue, occupied Palestinian territory, Oman, Pakistan, Qatar, San Marino,
Serbia, Solomon Islands , Syrian Arab Republic, Timbeste, Trinidad and Tobago,
Turkmenistan, United Arab Emirates, United States of America

Source: World Health Organization. The Global Health Observatory: Global prices and taxes on alcoholic beverages
[dataset]. https://www.who.int/data/gho/data/themes/topics/taxes -on-alcoholic-beverages. 2023

Forbeer, volume-based specific taxes are applied in 48 countriesad valoremin 33
countries and alcohol-content-based specific taxes in 43 countries (including South Africa)
(Figure8 and Table6).

Figure8 | Type of excise tax applied to beer, by country

[l Specific mixed - Alcohol & Volume-specific [Jlj Alcohol-content-based specific Volume-based specific
Ad valorem [l Mixed - Volume-specific & Ad valorem Mixed — Alcohol-specific & Ad valorem [l Alcohol
sales prohibited Not applied / No data / Other

2d with Datawrappe
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alcoholic beverages [dataset]. https://www.who.int/data/gho/data/themes/topics/taxes -on-alcoholic-beverages.
2023

Table6 | Type of excise tax applied to beer, by country

Tax type (n=195) Country/ Territory
Volume-based specific Andorra, Armenia, Azerbaijan, Bangladesh, Belarus, Belize, Canada, China,
(n=48, 24.6%) Dominica, Fiji, Gambia, Guyana, Honduras, Indonesia, Israel, Japan, Kazakhstan,

Kenya, Kiribati, Kyrgyzstan, Lebanon, Liberia, Malaysia, Mauritius, Morocco,
Netherlands (Kingdom of the), New Zealand,, Norway, Palau, Peru, Philippines,
Portugal, Republic ofKorea, Republic of Moldova, Russian Federation, Saint Lucia
Saint Vincent and the Grenadines, Samoa, Seychelles, Spain, Suriname,
Switzerland, Tajikistan, Tunisia, United Republic of Tanzania, Uruguay, Uzbekistar
Vanuatu
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Ad valorem (n=33, 16.9%)

Argentina, Benin, Brazil, Burkina Faso, Cambodia, Chad, Chile, Colombia, Congo,
Céte d'lvoire, Democratic Republic of the Congo, Egypt, Eswatini, Ghana,
Guatemala, Guinea, GuineaBissau, Haiti, Malawi, Mali, Mexico, Myanmar, Niger,
Paraguay, Rwanda, SairKitts and Nevis, Sierra Leone, South Sudan, Togo, Tuvall
Venezuela (Bolivarian Republic of), Viet Nam, Zambia

Alcohol-content-based
specific (n=43, 22.1%)

Albania, Australia, Austria, Belgium, Bulgaria, Cook Islands, Croatia, Cyprus,
Czechia, Denmark, Estonia, Finland, France, Georgia, Germany, Greece, Grenads
Hungary, Iceland, Ireland, Italy, Jamaica, Latvia, Lithuania, Luxembourg, Malta,
Monaco, Mongolia,Montenegro, Namibia, North Macedonia, Panama, Papua New
Guinea, Poland, Romania, Singapore, Slovakia, Sloveni@puth Africa, Sri Lanka,
Sweden, Tonga, United Kingdom of Great Britain and Northern Ireland

MixedT Alcohol-specific &
Ad valorem (n=7, 3.6%)

Costa Rica, Dominican Republic, Ecuador, El Salvador, Nicaragua, Thailand,
Ukraine

MixedT Volume-specific &
Ad valorem (n=9, 4.6%)

Bahamas, Bolivia (Plurinational State of), Burundi, Cabo Verde, Cameroon, Centra
African Republic, Gabon, Sao Tomand Principe, Senegal

Specific mixedT Alcohol &
Volume-specific (n=1,
0.5%)

Equatorial Guinea

Other (n=6, 3.1%)

Eritrea, Ethiopia, Madagascar, Mozambique, Turkey, Uganda

Sales of alcohol prohibited
(n=11, 5.6%)

Afghanistan, BruneiDarussalam, Iran (Islamic Republic of), Kuwait, Libya,
Maldives, Mauritania, Saudi Arabia, Somalia, Sudan, Yemen

NA (n=5, 2.6%)

Antigua and Barbuda, Cuba, Irag, Marshall Islands, Nauru

Not applied (n=1, 0.5%)

Zimbabwe

Data not reported / not
available (n=31, 15.9%)

Algeria, Angola, Bahrain, Barbados, Bhutan, Bosnia and Herzegovina, Botswana,
Comoros, Democratic People's Republic of Korea, Djibouti, India, Jordan, Lao
People's Democratic Republic, Lesotho, Micronesia (Federated States of), Nepal,
Nigeria, Niue, occupied Palestinian territory, Oman, Pakistan, Qatar, San Marino,
Serbia, Solomon Islands, Syrian Arab Republic, Timdreste, Trinidad and Tobago,
Turkmenistan, United Arab Emirates, United States of America

Source: World Health Organization. The Global Health Observatory: Global prices and taxes on alcoholic beverages
[dataset]. https://www.who.int/data/gho/data/themes/topics/taxes -on-alcoholic-beverages. 2023

Volume-basedspecific excisetaxesare the most prevalenttype of excise-tax systems
applied to beer and wine, while alcohol-content-based specific excise tax systems are the
most prevalentfor spirits.

While there is no obvious geographic pattern for the type of tax structure for wines,
there are some patterns forspirits and beers. For spirits, alcoholcontent-based specific
taxes are common in Europe, whilead valorem taxes are common in Africa and South
America. For beer,alcohol-content-based specific taxes are common in Europe (but less
common than for spirits), andad valoremtaxes are common in Africa and South America

Excise tax shares

An excise tax share is calculated as the excise tax divided by the retail pridexcise
tax shares have been used for many years for both tobacco and alcohdlhe excise tax
share is an imperfect measure because it relies heavily on the price (which is the
denominator). It is a subject of much criticism.Nevertheless, it is used as the main indicator
in tax-policy discussions. For example, in the tobaccecontrol space, policymakers nearly
always refer to the 70% excise tax target for cigarettes when they are adjusting their excise
taxes. Excise tax shares are often used for crossountry comparisons,aswe do below.
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In July 2022the WHO collected global price data on the most popular 330ml beer
and 750ml spirits. We checkedthe WHOK t LT ¢baar anh $piits in South Africa against
price data received directly from Statistics South Africa. For spirits, WHO price data aligned
well with Statistics South Africa data (R170 versus R164.92 for a 750ml Smirnoff 1818
vodka), and we therefore left the WHO data unchanged-or beer, however,the WHO
reported a retail price of R7.26 (from Shoprite) for a 330ml Castle Lager. This is much lower
than prices collected by Statistics South Africa. We therefore used WHBeer data for other
countries, but used beer data from Statistics South Africa for South Africa. We use price
data from Carling Black Labe(priced similarly to Castle Lageras it is reported as the most
popular brand byEuromonitor.®?

In South Africa, the excise tax on beer in 2@23 was R121.51/L of AA.In July 2022,
the average price ofa 330ml Carling Black Label beer (most popular brand) with 5.5%
alcohol by volume @ABV) was R14.91 (based on six price points from four province€)The
excise tax on this beverage was R2.20 (121.51*0.055*0.33). The excise tax share as a
percentage of the retail price is 14.9% (2.2/14.91). Compared to 130 countries for which
there are data and alcohol sales in legal, the beer excise tax share as a percentage of the
retail price ranks 60", out of 130 countries for the highest excise tax on beer (Figur@).

Figure9 | Excise tax share for the most sold brand of a 330ml beer, July 2022
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alcoholic beverages [dataset]. https://www.who.int/data/gho/data/themes/topics/taxes -on-alcoholic-beverages.
2023 and Statistics South Africa, Alcohol Beverage price data, July 2022.

In South Africa, the excise tax on spirits in 2024/25 is R274.39/L of AAar spirits,
South Africa, ranks 229 out of 126 countries for the highest excise tax on spirits (Figuf).

" The most common packaging types are 440 ml, 750ml and 1L. 330 ml was used to facilitate comparison
with other countries.
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The excise tax on a 750ml bottle of Smirnoff 1818 vodka with 43% pure alcohol was R79.06
(R245.15*0.43).The excise tax share as a percentage of the retail price is 46.5% (79.06/170).

Figure 10 | Excise tax share for the mostold brand of the mostsold type of spirits,
750ml, as ofJuly 2022
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94% 19.6% 342% 52.1% 72.8%

Source: World Health Organization. 2023. Global report on the use of alcohol taxes.
https://iww.who.int/publications/i/item/9789240086104.

5. SOUTHERN AFRICA CUSTOMS UNION (SACU)

SACU is a customs union that includes South Africa, Botswana, Lesotho, Namibia,
and Eswatini. Countries belonging to SACU levy the same level of excise taxes on alcoholic
beverages. Through the SACU agreemerdn increase in the alcohol excise tax in South
Africa simultaneously increases the excise tax in the other four countrie®. All excise taxes
are pooled and the revenue is shared according to a formul&.This allows all excise taxes to
be paid at the point of production andallows the free movement of goods between the
countries.?®> SACU countries apply the same import tariffs on products imported from
outside the customs union.?®> However, SACU countries have somewhat different rates of
Value-Added Tax(VAT)*® This, together with differences in supply chain and marketing costs
results in slightly different prices, but generally retail pricesfor alcohol in the SACU region
should be broadly similar, given the high degree of economic integration in the region.

An exception is BotswanaBotswana imposed anadditional ad valoremalcohol levy
of 30% in 2008 and increased it to 40% in 201@5% in 2012, and 55% in 201fbr beverages
with more than 5%alcoholic strength.** The alcohol levyresulted in a substantially higher
total tax burden than in neighbouring countries® This levy was reduced to 35%#h 2018, as a
result of a change of government angbressure fromthe alcohol industry.®

The levy is charged on the costf production for domestically produced beverages
and on the cost, insurance and freight (CIF) value for imported product.Defining it as a
levy rather than an excise tax allows Botswana to raise its effective tax above the SACU level
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and also allows them to enjoy theadditional revenue from this levy since it is not included in
the excisetax revenuesharing pool?®

faGY!l qeUqi! AWEYeq6W nl RA¢CKkt WecUUectWAH2T NJaq LWL
SACU region, not for just for South Africdt is not possible to distil EY 2 q 6 LU exciseRH ¢ K t LU
revenue from thepublicly-available figures in the Budget Reviews. As suclihe excise tax
revenues overstate the excise revenues of South Afric&his overstatement isnot negligible,
but should also not be exaggerated§ 'n Waq 6 JWn R2 JWHY2 Uql RIJt AWEYe qd W
for about 88% of the population in the SACU regioft.

6. ALCOHOL POLICY IN SOUTH AFRICA

To provide an overview of alcohol policy in South Africa, we usleei ¢ § kKt WWhE [ EAK L
framework: Strengthen restrictions on alcohol availability; Advance and enforce drink
driving countermeasures; Facilitate access to screening, brief interventions and
treatment; Enforce bans or comprehensive restrictions on alcohol advertising,
sponsorship, and promotion; Raise prices on alcohol through excise taxes and pricing
policies.

EYaqd6ll nl RAC kthelBGRER flaméidork LWz + RU N LW

Strengthen restrictions onalcohol availability

Alcohol is widely available at major retailers, as well as in taverns and shebeens,
which are ubiquitous in townships.

Alcohol trading times are under the jurisdiction of provincial/local municipalities (all
other policies are set at the national level).

The Limpopo government tried to reduce¢he time limit for on-site drinkingfrom 2:00
a.m. to midnight. The legislation was challenged by the alcohol industry, and, in September
2023, the courtruled in favour ofthe industry, mainly because the right procedures were not
followed.3¢ An appeal is being lodged.

In the Western Cape there used to be restrictions on Sunday sales but these
restrictions have been removed.Cape Town used tohave a 2 a.m. restriction on on-site
consumption sales in business areasbut following pushback from the liquor tradersoutlets
can now apply for an exemption to trade until &a.m. Several research reports have looked at
the effect of liquor trading hours

In 2021, BP Radiokop in Gauteng was the first petrol station in South Africa to be
granted a licence to sell wine3” Despite an outcry from the public health community, the
licence was not revoked. In 2022, 8P petrol station in SeaPoint, Cape Town was denied a
dRhe YI WIRAHWDUADUWNYGGYs RUNDWYATUARqRY U WnfYQO LWe WG YF
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Advance and enforce drinkdriving countermeasures

Thelegal blood or breath alcohol concentration limit in South Africa for drivers on
public roads is less than 005g of alcohol per 100nillilitres of blood drawn (< 0.05% Bod-
alcohol-Concentration (BAC) or 0.24milligrams per litre of exhaled breath (Bather-Alcohol-
Concentration (BrAC).** The limit has been in place since 1996, whethe BACwas reduced
from 0.08% BACto 0.05% BAC.#° The limit for professional drivers(e.g., bus, taxi, courier,
andtruckdrivers)is less than Q02g of alcohol per 100millilitres of blood drawn (< @2% BAC)
or 0.10milligrams per litre of exhaled air (BrACY

Offenders face minimum fine of R2 000 or imprisonment, or both The2020 Road
Traffic Amendment Bilf? proposed droppingthe maximum allowable BAC for drivers to zero
but this was removed by the Portfolio Committee in 202Dbased on pressure from the
Automobile Association and other parties*® The Bill has still not been passed.

Facilitate access to screening, brief interventions and treatment

Services in the health sector are provided through primary health care (PHC)
facilities. People who present with severe alcohol problems (acute withdrawal symptoms)
are referred to detox facilities (where they exist)Although limited, there are affordable,
stand-alone substance use treatment options available in South Africa? In Cape Town,
these include intensive outpatient programs using a léveek, largely groupbased
intervention, that includes a primary focus on early recovery and relapse prevention (called
the Matrix model). The Matrix model, developed in the US, has beenplemented by the
City of Cape Town's Health department to provide a freely available treatment program-co
located in PHC clinics that offer a range of health services, including HIV café.

Many screening instruments existsuch as the Alcohol Use Disorders Identification
Test (AUDITyuestionnaire or the Alcohol, Smoking and Substance Involvement Screening
Test (ASSISTY he opportunity toroutinely screen peoplecoming to general primary health
care services or specialist services (like HIV, TB, and diabetes clinics) is in many cases not
taken. The reasons for these missedcreening opportunities include: the volume of people
needing services the lack of time available for nurses, doctors, and other health workers to
undertake screenings gaps in the training of PHC staff, ané shortage of appropriate
places to refer people to.

Currently many people who need helgddressing problem drinking arenot able
to access it. Public Health Care (PHC) staff need to be trained in Screening, Brief
Intervention, and Referral to Treatment (SBIRT) methods. Freeing up time for health
workers to do the screening is essential, as is support to staff doing the screening, and
continual encouragement to follow upat subsequent visits with persons whom they
have screened The number of places (including those appropriate for youthio which
people can be referred if they score high on screening instruments needs to increase.
Since problem drinking is higher among men than women, and since men are far less
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likely to frequent PHC services than women, reaching men isnportant. This could be
done through places d work, recreation, and possibly even drinking establishments.
Workplaces, as part of their Occupational Health Services, should also routinely screen
employees in the same way that they screen for hypertension or diabetes. People who
present with an alcohd-related injuries in emergency services (trauma centres) should
also be provided with SBIRTS SBIRT should be integrated as part of school counselling
practices.

Enforce bans or comprehensive restrictions on alcohol advertising, sponsorship, and
promotion

Currently, alcohol advertising standards in South Africa are governed by the Liquor

Act (Liquor Act, No. 59 of 2003}¢ which has limited provisions, only prohibiting alcohol
advertising targeting minors and false or misleading advertising\ proposed bill that aimed
to ban advertising was firstmentioned in the early 2010s, but it was ultimately scrapped
years later following impact assessments and industry interferencé! *® The process that led
to the failure to pass advertising legislation is documented byBertscher et al.*” who
analysed the policy formulation process of the 2013 draf€ontrol of Marketing of Alcoholic
BeveragesBill in South Africa between March 2011 tivlay 2017 The process is summarised
below as an indication of how difficult it is to pass any legislation in South Africa.

In 2011, the Minister of Health announced that the government planned to restrict
alcohol advertising.*® The proposal wasa total ban on alcohol advertising and marketing,
including sponsorships and promotions?’ No advertising would have been allowed on
billboards, on television, in newspapers, or on radio.Advertising would have been allowed
only within liquor stores and at points of sale

In 2013, underthe directive of the National Department of Health, the National
Department of Social Development, and the National Department of Trade and
Industry, a new draft bill was developed which included provisions to ban advertising,
sports sponsorships, and promotion of alcoholic beverages?’ Thisbill was approved by
Cabinet at the end of September 2013.

The governmentinitiated three research endeavours: two Regulatory Impact
Assessments (RIA) and on&ocio-Economic Impact Assessment (SEIA)Y

1. In September 2013, the first RIA was completedby the National Department of
Health, and, together with the draftbill, was tabled at a Cabinet meeting. At this
Cabinet meeting, a second independent RIA was requested.

2. The second RIA was awarded tbNA Economics in August 2014nd was completed
in January 2015. After the second independent RIA was completed, Cabinet
developed a new policy appraisal unit, under the directive of the Department of
Planning, Monitoring and Evaluation, called the SEIA Systeno replace the RIA
process.

3. TheSEIA orthe draft bill was conducted and completed (July 2015).
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The results of the second RIA and the SEIA are not in the public domain and it is
unclear how the results were used in decisiormaking processes?’

Although thebill was approved for publication in the Government Gazette for public
comment, it was never gazetted nor released for public comment (around September
2013)%

In 2011, the alcohol industry hired an individual from the advertising industry as a

policy anti-champion (i.e., a person whose job is to block policy)to coordinate a
lobbying/advocacy campaign in opposition to the draft bilk’ In 2013, an industryfunded

consultancy report concluded that the total advertising expenditure loss dér advertising

companies wouldbe AMIOOY S WARGIORYUAWEY2 q6 W nl RACKY W] 2 Alls Y
(or 0.28% of GDP), and almost 12 000 jobs would be lo§tOpponents of the ban focused

mainly on economic arguments whereas the proban cluster focused mainly on health

arguments 4750

The bill was also opposed in 2013 by the sports ministry who argued that they could
lose R650 million in sports sponsorship, arguing that if the bill was passed they would need
additional funding to offset the loss of revenue?!

In 2015, the chairperson of the South African Broadcasting Commission (SABC)
Board noted that a ban on liquor advertising would not affect the organizatioti.ln 2016, the
Minister of Communications instructed the SABC to assess the financial impact the ban
would have on the organizatiorf’ In 2017, the SABC then changeds stance and voiced
opposition to the ban, claiming they would lose R857 million per annum due to the cessation
of liquor advertising#’

fOWcecW=MNOAWe Wt INGWUqWYnWagsWWeaHYSYTWRUT 2t

director of SABMiller who also served as a commissioner on the South African 2010 National

Planning Commission(an advisory body tasked with developing h dong-term vision

and strategic plan for South 'n | R*Bentscher et al.*’ noted that this reflects a

potentially problematic dynamic in policy processes in which actors have access to

multiple policy spaces where their relationship between private interests and public

goals may conflict. 4 Having access to policy elites is a potentially significant power

resource for those with commercial interests?’

In addition to industry opposition,Bertscher, et al.*” noted that there wassubstantial
intra-governmental jostling where government departments sought to protect their own
interests and constituents. Competition between government departments shows the
inherently political nature of policy-making and the difficulty in maintaining consistent policy
goals across government?’

The 20% DraftLiquor Amendment BilP? (still not implemented) proposes advertising
restrictions to amend section 9 of Liquor Act 59 of 2003° The changes, if implemented,
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would prohibit (1) advertising targetedat persons under the age of 4, (2) advertisement of
liquor on billboards placed less than 100 meters away from junctionstreet corners, or
traffic circles, (3)distribution of pamphlets containing liquor advertisement, and (4)radio
and televisionadvertisement airing beyond the time slots prescribed by the Minister

Raise prices on alcohol through excise taxes and pricing policies

Excise taxes are the focus of this reporand are therefore not discussed here.
Minimum Unit Pricing MUP), alegally-G ¢ UT ¢ q T Wh naVYY! WGl RAWVK WHIJGVYs U
permitted to sell alcohol,® is being considered for the Véstern Cape on the grounds that the
MUP is a sharp toofor reducing heavy regular drinking and occasional heavy drinking. The
Western Cape premier has indicated that he is supportinghis proposal®* and discussions
have taken place betweenthe Western Cape government, the alcohol industry, and civil
society organisations.For more on MUP, see Section 13.
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Current alcohol legislation

Acomprehensivereview of the policy and legislative framework for alcoheharms reduction
was completed in 20235%° % The domestic production and sale of alcoholic beverages is
regulated by various sections of legislation (Tabl&).

Table7 | Alcohol legislation in South Africaelating to the production and sale of liquor
Act Provisions Administration | Amendments
Liguor Products 0 Regulates the type of alcoholic Department of | Dozens. The
Act, No.60 of beverages that may be produced and Agriculture, amendments are
1989°7 58 imported; Forestry and tracked in one
o Providesfor control over the sale and Fisheries document.®® The
production for sale of certain author of the
alcoholic products, the composition and document is
properties of such products and the use unclear, but it
of certain particulars in connection with can be found on
the sale of such products; the SAWIS
0o Providesfor the establishment website.
of schemes;
o Providesfor control over the import and
export of certain alcoholic products.
National Liquor o Prohibits supply of liquor or methylated | Department of | No amendments
Act, No.59 of spirits to minors (defined as <18 years | Trade, Industry | as at12 April
2003 old); and 2024
0 Regulates who may manufacture and Competition
distribute liquor;
o Establishes national norms and
standards to maintain economic unity
within the liquor industry;
0 Providesnational standards and
minimum standards required for the
rendering ofservices;
0 Provides measures to promote co
operative government inthe area of
liquor regulation.
Provincial Liquor 0 Regulate the retail sale of liquor There are plans
Acts to amend the
Western Cape
Liquor Act 2008
(Draft
amendment
2023)%01t has
been gazetted
but not passed.
Customs and o Classifies alcoholic beverages for excise| South African 114
Excise Act, N0.91 duty purposes (following the Revenue amendments®? T
of 1964 harmonised system of trade Service (SARS) | see Table C4 of
classification as determined by the Budget Review.
World Customs Organisation;
0 Providesfor the levying of customs and

excise duties, theprohibition and
control of the importation or
manufacture of certain goods.
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The draft Liqguor Amendment BilP? approved by Cabinet for public comment in 2016,
seeks to amend the National Liquor Act 2003. The Liquor Amendment Bill has been on hold
since 2018. The Liqguor Amendment Bitl prdhlisions include: (1) advertisingrestrictions (see
previous pages), (2) increasing the legal drinking age from 18 to 21 year$3) regulating
specific trading days and hours for alcohol to benanufactured and distributed, (4) placing
liability on alcohol retailers and manufacturers for harm related to the contravention of
regulations, and (5)prohibiting the manufacture, distribution, or retail sale of liquor in any
location that is less than 500 metres away froma school, place of worship, recreational
facility, rehabilitation or treatment centre, residential areagr public institution. 52

Alcohol policy in South Africa appears to be the product of competing interests,
values, and ideologies®® A review of policy development processedetween 1994 and 2009
by Parry (2010)xoncluded that South Africa approached alcohol policy development in a
piecemeal fashion® In 2010, Parry recommended a comprehensive national alcohol
strategy cutting across different sectors (health, social welfare, crime prevention, trade and
industry, and agriculture) ®

In 2016, the Department of Trade and Industry published mational liquor policy
paper®*in support of the 2016 Liquor Amendment Bill. The policy paper is comprehensive,
and also covers excise taxes, notingthat (1) increasing the price of alcoholic beverages is
one of the most effective interventionsavailable to reduce the harmful use of alcohol, (2)
increasing excise taxes should bemplemented together with adequate tax collection and
enforcement, (3) National Treasury must maintain a reasonable and appropriate excise tax
burden on alcoholic beverages, and (4) there might be scope to furh increase the excise
duties on alcoholic beverages® They noted the challenge of balancing the effect of liquor
abuse against promoting the economic imperatives of the industry*

7. ALCOHOL INDUSTRY

South Africa has asignificant and powerful alcohol industry with deep roots in the
HY2a Uql ! Kt WHA 22 TRebdan ahdlbdirisinaystry, in Bdntrast to the wine industry,is
highly concentrated following several mergers.

In 2002, South African Breweries (SABIcacquired Miller Brewing, forming SABMiller
plc. In 2016 AnheuserBusch InBev(AB InBevacquired SABMiller.

In 2023, following two years of negotiations, Heineken received approval for its
acquisition of Distell from the South African Competition TribunaP? and subsequently
acquired the Distell Group for R38.5 billion? Rt q 0 0 WRt WYUWWYNnWEYaqq6W nl
alcoholic drinks manufacturers, operating in several categories, including wine, cider, and
spirits. Distell is the owner of Savanna, the leading cider brand in South Africa, as well as
caUqll k1t A HiogésdibdndI#hY20PB,Heineken also purchased Namibia Breweries
Limited.3?

Thereare nowq s YWG ¢ TY!I WRUT 2t ql ! WGa¢! VIt WRUWEYe2q6l
acquisition of SABMillerin 201& U T LWc IR U It 1J Udf theMistdlhGzoRd arm tjdmiola
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Breweries Limitedin 2023. These two multinationals are the parent companies, but the
subsidiaries in Suth Africa still go under their South African names. Another prominent
multinational is Diageo plc a British multinational alcoholic beverage company, with
headquarters in London.Diageo operates from 132 sites around the worldand is a major
distributor of Scotch whisky and other spirits.

Figurell shows national brand ownersharesfor beer, cider/perry, Rady-To-Drinks
(RTD9), spirits, and still light grape winein 2023, derived from Euromonitor data® The beer
market is dominated by SAK76%)(top brands: Carling Black LabelCastle, Castle Lite) The
cider/perry market is dominated by Distel(79%)biaqy Y GLUH | ¢ UT t a WWE ¢ 2Makkéte We U1 W
shares for RTDsspirits, and still light grape wineare much more fragmented. SAB holds 39%
of the RTD marke(top brand: Brutal Fruit) followed byDistell (23%)(top brands: Bernini and
Esprit). DiageoSA holds 27% of the market, whie with Distell holds slightly less at 25%.
RENUYWE kit Ws¥FGRI GRhROWAMT c OAWs 6 RGIJW?2 Rt qlJ0 0Kt Lq

Distell holds the largest market share in the winsector at 44%(top brands: 4" Street,
Paarl Perle, DrostdyHof), followed by Namaqua Wines SA at 8%top brand: Namaqua). In
2022, there were 2487 primary grape producers, 523 wine cellavghere grapes are crushed
and 116 tulk wine buyersin South Africa®

Figure1l | National brand owner company shares by category, percentage of total volume,
2023

South African Breweries

Distell Group L 13%
Heineken South Africa 14% 8%
Diageo South Africa bl 3%
Namadqua Wines SA
Others
76% 79%
23%
Beer Cider/perry RTDs
26%
47% 49% 44%
27%
8%
Spirits Still light grape
wine
Notes: Still light grape wine is the total sum of still red, white, and rosé wine.

EYeaqd6lWl nl RACKt W2RU! ¢ T+ Wel DWaYH qd! W Rageac¢aql
fO7132k1t WG Y HSAR hperatébt sévénPbieweries across the country? ? Rt q 130 G K + LW |
South African distilleries and operations are located in the Western Capewhile their
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packaging and operations centresare located in the Western Cape, Eastern Capeand
Gauteng®’ The alcohol industry is welorganized with many associations:

Fairtrade South Africa

Institute of Cape Wine Masters

Integrated Production of Wine (IPW)

Premium Independent Wineries of South AfricaRiwosa)

South African Wine Industry Information and SystemgSAWIS)
South African Liquor Brand Owners Association (SALBA)
South African Society for Enology & Viticulture

South African Wine Industry Transformation Unit

South African Wine Laboratories Association

Association for Alcohol Responsibility and Education (Aware.org)
The South African Sommeliers Association (SASA)

The Wine Industry Ethical Trade Association (WIETA)
VinPro

Wine Industry Network of Expertise & Technology (Winetech)
Wines of South Africa (WOSA)

=4 =4 =4 =4 =4 4 - -8 -8 a8 s Ao oy

On excise taxation policy, thebeerindustry has beenadvocating for policy certainty.
For example, o 6 September 2023 SABheld a media conference where they gave some of
their insights and concerns regarding the beer industry in South Africa, including excise
taxes.® Richard RivettCormac (SABCEOhttps://vinpro.co.za) saidfwith policy certainty, we
can be allowed to make investment decisions and sustainability and predictably grow the
business, and by extension, our economg

The low tax on wine has aggravated beer producerbor example, UWWE 7kt Ws | Raqq
t e AHORI T RYUWqY W6 DW=M=Z0W? !l ¢nqWA¢cqt W7 RGGAWqE 1!
standing position aimed at addressing the systemic issues in the Excise Policy, in particular
that there be a removal of the market distortionary e#ict due to the preferential treatment
afforded to the wine industry in the excise system. As a consequence, an ABdsed excise
bl quaGWwt 6Yedl WANWE GGURVT WPRq6RUWq6E WWna dGaWETHRYS
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8. ALCOHOLMARKET

Trends in alcohol consumption

To estimate trends in alcohol consumptionover the past 66 yearswe usepublicly-
available excise revenue data. For the midl990s onwards, we obtained data on actual
revenue for (1)beer, (2) sorghum beer and sorghum flour,and (3) spirits from National
NI D¢t el ! gkt We UUe & Bollgadidr dhtdandl Bokhiddrl ithe act@al revenue from
the annual Auditord 1IJU1Jl ¢ G Kk 1 Sidde JEHRFUOM W NI 3¢t 2l !kt Wl ¥2130
RUOHG2T DWYq6 3 Wndl alU0qT WHE2 I ¢ Nddd other @réntgdU=# RT 131
HIJ2 D1 ¢RIt k Als JWs 81qIRMIE & FINID W@ YV liks thdddhiiél ofd 27166 10 W ¢
n GRXUqUT WAR2 11 ¢RIt kW6¢t WRUAI et DT WY21 WaqRGIA
isolation. To estimate wine consumption, we 8e South African Wine Industry Information
and Systems (R2WIS) data®® We were able to obtain data from 2002.

Tocalculate the consumed annual quantities for beer,sorghum beer, and spirits, we
divide thetotal tax revenueby the appropriate specific tax rate per unit (Figure12)."

To calculateannual per capita consumption, we divide consumed annual quantities
by mid-year population estimatesobtained from Statistics South Africa.”* Annual per capita
(age 15+) beer consumption soared from 1960 to 1990, increasing from 0.35 litres of pure
alcohol (or 7 litres of beer with 5% alcoholjn 1960 to 5.00 litres of pure alcoho{or 100 litres
of beer with 5% alcohol)n 1990 (1266% increase{Figure 13). From 2000 to 2024annual per
capita beer consumption remained relatively unchanged. The dip in 2020 is due the Covid
19-related alcohol sales bans, which lasted several months. From its peak at 2.88 litres of
pure alcohol per capita (or 6.7 litres of a spirit with 43% pure alcohol)n 1970, per capita
consumption of spirits steadily declined to 1.17 litres o pure alcohol (or 2.7 litres of a spirit
with 43% pure alcohol)in 1992 (a decrease of 59%). There is a slight upward trend from 2013
to 2014. Overall, the trend in wine consumption has been uneventfulAnnual per capita
consumption of sorghum beer and sorghum flour plummeted by 8% from 1992 to 2024.

iFor example: the total excise tax revenue received from beer in 2022/23 was R21 370.2 million. The excise
tax was levied at R121.41 per litre of absolute alcohol. Thus, the totiaxed quantity of absolute alcohol in
beer in 2022/23 was 176.0 million litres (=21370.2/121.41). Assuming beer, on average, has a 5% alcohol
content, this implies that 3520 million litres of beer were consumed in the SACU region (= 171.3/0.05).
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Figure12 | Derived quantities of consumed pure alcohol, milliofitres of pure alcohol
—— Beer = Sorghum beer - Spirits = Wine
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For beer and spirits, the excise rate is based on litres of absolute alcohol (AA) so no assumptions on AA are
necessary. For the products taxed by volume (wine, sorghum beer, and sorghum flour), the assumptions on AA are
10.5% for wine and 4.5% for sorghum beer and sorghum flour. 4.5% AA is the average for sorghum beer (3% AA)
and sorghum flour (6% AA). In excise revenue data, the budget line is 'sorghum beer and sorghum flour’, i.e.,
aggregated.

Source: Beer, spirits, and sorghum beer: authors’ calculations based on Auditor-General Reports and Budget Reviews. Wine:
authors' calculations based on data from South African Wine Industry Information and Systems (SAWIS). - Created with
Datawrapper
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Figure 13 | Annual per capita (age 15+) consumption (litres of pure alcohol)

Beer — Sorghum beer & sorghum flour Spirits — Wine
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For beer and spirits, the excise rate is based on litres of absolute alcohol (AA) so no assumptions on AA are
necessary. For the products taxed by volume (wine, sorghum beer, and sorghum flour), the assumptions on AA are
10.5% for wine and 4.5% for sorghum beer and sorghum flour. 4.5% AA is the average for sorghum beer (3% AA)
and sorghum flour (6% AA). In excise revenue data, the budget line is 'sorghum beer and sorghum flour’, i.e.,
aggregated

source: Beer, spirits, and sorghum beer and sorghum flour: authors’ calculations based on Auditor-General Reports and
.....

Budget Reviews. Wine: authors’ calculations based on data from South African Wine Industry Information and Syste
(SAWIS). Mid-year population estimates from Statistics South Africa. « Created with Datawrapper

Alcohol consumption: survey data

While trends in aggregate alcohol consumption can be derived quite easilfrom
Budget Reviewsit is much more difficult to obtain data on drinking trendsat the household
level. For this, one requires surveys, and these areostly to conduct. The most recent
nationally representative surve that report on alcohol consumption are the fourth wave
of the 2014- 15 National Income Dynamics Study (NIDS)the 2016 Demographic and
Health Survey (DHS)and the 2017 South African National HIV Prevalencéncidence,
Behaviour andCommunication Survey.

Data from NIDSindicate that current alcohol use (any amount)¥ among adults
aged 15+was reported by 48% males and 20%females, while prevalence of seltreported
binge drinking(l 3M RUWJT Wet Wy PUW aq¢ Ul ¢ | T UHsh petdentagdvtbelllc e t 2 ¢ |
total population)was 23% amongmales and 6% amongfemales.?’ Data from DHS indicate
that, amongadults age 15+ current drinking @defined as having drunlkalcohol within the 7

VEzl 210! Whea 3t qRYUalWhcYs WY naqRUWT YW Ye W le AW tLLE & 0HFH Y6 6V Y 0k €3KLLLH
GYURWI Wi I ROt WedHYSYUEAWERRRLUHRES WILh R Of WelaE ¥ & WY M2 WEe Ws 1
bl 2 REOWAYS UM WT ¢! + We Ws WUt K Alllbl 2 RR b Wh § UAlperddY wasl sldsdifiedias dll¢ Ws 1J1Jt
current drinker if he/she selected anyoption from (iii) through (Vviii).

35



days before the survey was reported by37% of males and 10% offemales.?* The DHS
estimate of current drinkingis lower than reported in NIDSas the DHSdefinition of current
drinking was stricter (the definition of current drinking using NIDS data included people
who rarely drink and who drink less than once a week)DHS data indicate that28% of
males and 5% of females engage in risky drinking (defined adrinking 5 standard
measures of alcohol on a single occasion in the30 days prior to the survey?* Data from
SABSSM indicate that 16.5% of males and 4.6% of females consumed alcohol in a
hazardous, harmful or dependent way (assessed using the alcohol Us®isorders
Identification Test (AUDIT)?

A central questionto determine the appropriatetax policy design is which alcoholic
drinks are causing the most harm. Excise taxes should be aligned to teeternalities caused
by alcohol harm. It is not possible to answer this question using NIDS or the 2016
Demographic and Health Survey data, as the surveys did not ask the type of alcoholic
beverages people drink Although the Marketing All Products survey{MAPS has information
on types of alcoholic beveragesconsumed, it is not possible to determine if people drink
small amounts regularly, or if theyhave a heavy episodic drinking episoden one night a
week. For the question'How many tots of cané€ have you personally consumed in the PAST
7 days?, aresponse of 7 could be (1) one tot a night, or (2) seven tots in one nigle.( heavy
episodic drinking).

The cross-sectional International Alcohol Control (IAC) fudy conducted in 2014 in
the TshwaneMetropolisis the only data we were able to find that looks dhe types of alcohol
beveragesconsumed by non-heavy andheavydrinkers. The Tshwane Metropolas located
around Pretorig it falls mainly within the province of Gauteng and overlaps into part of North
West province. It consists of five regions and 76 ward§. Two research papers have been
published using the IAC data ’* The first, published in 2018, focuses on heavy drinking and
contextual risk factors among adults aged 1865.7 The second, published in 2020, focuses
on predictors of heavy episodic drinking among young adults age 185.”

Here, we discuss the findings of the first paper, as it offers information on the types
of drink consumed during heavy episodic drinking sessiongligible participants had to have
consumed alcohol in the past six months and be 18 to 65 years ofd.Heavy drinking was
defined as consuming 969 of absolute alcohol or more (roughly 8 standard drinks, or 120 ml
of absolute alcohol) for men or 72g or more (roughly 6 standard drinks, or 90 oflabsolute
alcohol) for women at any location at leasitmonthly.” Although the data are specific to
Tshwang and may not generalize to other parts of South Africa, the information is
nevertheless useful.

The final sample size included 713 adults(319 nonheavy drinkers; 394 heavy
drinkers). Weighted data indicate that among heavy drinkers(n=394), the most
commonly reported primary beverages consumed at the primary drinking location

vSame questions for beer, sorghum beer, ciders, liqueur, cane, gin, craft gin, vodka, brandy, cognac,
whisky, rum, other spirits, spirit cooler, flavoured alcoholic beverages, natural table wine, fortified wine,
sparkling wine/champagne.
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were beer (57.5%), low-alcohol beer (1.1%), stout (0.9%) (total beer: 59.7%) cider
(15.6%), wine (13.9%), spirits (10.2%), and home-brewed beer(0.8%). Togeher, heavy
drinkers drank 93.9% of the absolute alcohof?

Alcohol market by drink type

Over the period 2017 to 2022, the composition of the alcohol market has remained
broadly unchanged when looking at the five categories defined dyuromonitor, specifically
beer, wine, cider/perry, RTDs, andpirits. In 2022, beer accounted for 75% of alcohol sales
by volume of beverage followed by ciders/perry at 9%, wine 8%, RTDs 5%and spirits 4%
(Figure 14A). Using the same data, but converting it to alcohol saleby volume of absolute
alcohol (Figure 14B), beer still accounted for the highest volume of sales. In 202Beer
accounted for 55%of alcohol salesby volume ofabsolute alcohol, followed by spirits at 23%,
wine 12%, ciders/perry 6% and RTDs3% (Figure 14B).

Figure 14A | Alcohol sales by volumef beverage per cent of total litres

Beer Wine [l Cider/Perry RTDs [ Spirits

2017 76% B
2018 76% 7% B
2019 77% B
2020 77% ]
2021 77% B
Source: Euromonitor International. June 2023. Alcoholic drinks in South Africa. + Created with Datawrapper

Figure 14B | Alcohol sales by volumef absolute alcohol, per cent of total litres

Beer [ Spirits Wine [l Cider/Perry RTDs

2017  56% 5% |
2022  55% 23%

The assumptions on AA are: 43% for spirits, 10.5% for wine, and 5% for beer, cider/perry, and RTDs.

Source: Source: Euromonitor International. June 2023. Alcoholic drinks in South Africa. » Created with Datawrapper

By value,beer accounts for the largest percentage of the total market: 51% in 2022,
followed by spirits 22%, wine 16%, cider/perry 7% and RTDs 4% (Figufg.JA comparison of
Euromonitor and SAWIS data shows that the datare broadly similar for RTDs, wineand
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spirits, while the data for beerare dissimilar (Euromonitor reports higher volumes of beer
compared to SAWIS) (Figure@). We are unsure which data source is more accurate.

Figure 15 | Alcohol sales by value , per cent of total market
Beer [ Spirits [ Wine [ Cider/perry RTDs

2017 52% 20% 18%

2018 52% 21% 17% 6%
2019 52% 22% 16% 6%
2020 54% 21% 16%

2021 52% 22% 16%

2022 51% 22% 16%

Source: Euromonitor International. June 2023. Alcoholic drinks in South Africa  Created with Datawrapper

Figure 16 | Alcohol sales by volume, comparing Euromonitor and SAWIS data, billidres

Beer (EM)

Beer (SAWIS)

RTDs (including cider/perry) (SAWIS)
== RTDs (including cider/perry) (EM)
- Wine (SAWIS)
Wine (EM)
Spirits (EM)
T T T T T T—Spirits (SAWIS)
2017 2018 2019 2020 2021 2022

Source: (1). South African Wine Industry Information and Systems (SAWIS). SA Wine Industry 2022 Statistics NR 47. 2023. (2). Euromonitor International. June
2023. Alcoholic drinks in South Africa. - Created with Datawrapper

Next, we provide detail on thevarious alcohol products. Taxation of these products is
discussed in the section 9.

8.1. Sorghum beer sorghum flour, and instant beer powder

Sorghum beer is also known as Traditional Africa beddsing All Media and Products
Survey data,Van Walbeek and Blechef® estimated that the prevalence of drinking sorghum
beer in the past week among South Africans aged 15+ decreased from around 7.6% in 2001
to be around 5% in 2012.The highest prevalence for sorghum beer was amongst older
drinkers (50+ years) and amorg} those in the lower income groups. Sorghum beer is seen
as an inferior good that is consumed less as incomes rise. Sorghum beer drinkers are more
likely to be the older generation, who drink sorghum beer as part of their traditional
ceremonies.
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Sorghum flouris used to make sorghum beerWhile traditional African beer flour has
been around for decades, instant beer powder sold at retailers is a relatively new product in
South Africa.Traditional African beer flour and instant beer powder arvo distinct products
used in different ways (Table).

Table 8 | Differences betweensorghumflour and instant beer powder

Sorghum flour Instant beer powder

o type of flour made from sorghum 0 processed product made from
grains; beer;

0 contains fermentable sugars and o typically contains malt extract,
starches that are essential for hops extract, and sometimes
brewing beer; additional flavourings or additives;

o primarily used in traditional brewing 0 dehydrated into a powder form,
methods, where it serves as a key which is rehydrated with water to
ingredient in the mash during the produce a beerlike beverage;
brewing process; o designed for quick and convenient

0 undergoes mashing, fermentation, consumption, without the need for
and other brewing steps to produce brewing equipment or fermentation;
beer; 0 provides a beerlike flavour without

o raw and requires the full brewing the time and effort required for
process to produce beer. traditional brewing.

Source: OpenAl ChatGPT 3 April 2024 https://chat.openai.com

The instant beer market in South Africa is growin@upa Ginjais an instant beer powder
used to produce an alcoholic ginger beer in 24 hours. On 29 March 2024, a 500g packet of
Supa Ginja & ginger beer and pineapple juice powder brandyas selling at Shoprite for
R22.99with instructions a $ithply mix contents with 5Uukewarm water and enjoy a delicious
NDRUNWI WHIWIIEI W | RUt 4AThe ékcide taxlby ¥hidI50DgRpacketllbRiédd Boidet t+ K HO
is negligibleat 17c (R0.347/2).The excise tax per 330ml standard drink is 1.1 centsersus
R2.47 (135.89*0.055*0.33) for a 330ml of Carling Black Label malt beer.

Supa Ginja, which began operating in 2008, is sold in seven countries: South Africa,
Botswana, Lesotho, Eswatini, Namibia, Zambia, and Zimbabw®, and wants to expand
further into the SADC region by 202%.In South Africa,Supa Ginja is sold at popular retailers
like Shoprite and Cash & Carry Sales are more prominenin rural areas.Supa Ginjasigned
a deal with Shoprite in 2022 to supply the whole continent and manufacture a privatebel
ginger beer powder for the retail chaif® When mixed with water and left for 24 hours, Supa
Ginja has an alcohol content of 5 7% (.e., fluctuating ABVs).Because the actual powder
contains no alcohol, major supermarkets have opted to sell it straight off the shelf along with
other food products instead of through their dedicated liquor outles. The products gained
popularity during the Covid19 alcohol sales ban becausebefore water is added, there is no
alcohol in the powder. Each time the South African government imposed alcohol
prohibitions, sales of Supa Ginjaincreased.’®

Supa Ginja is being marketecggressively as having health benefitA 7 February 2024
[ cRIJAY Yt WGYNookthe Rbiwdr éf GildierDid you know that ginger isn't just a tasty
spice, but also a powerhouse of health benefits? From soothing digestive troubles to
boosting immunity and reducing inflammation, this humble root has been used for centuries
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nY!l WRat W KT R #HIRAIsimershave Eidaper Ritdrhativi€s to malt beer, it is likely
that alcohol consumption will increase.

Supa Ginja is not the only producer of instant beer powder. A quick Google search
revealed a few producers, like Bozza and Ikhay&ozzabegan operating in 2019, with the
vision ofhit 2 GGO! RUNW ¢ WAHNqql Whe¢lRq! WGI YT erHgqdAlle ql
TWGYNI ¢cG6RAWQEC qlUd Y qi! WG R 271K thein ddmpétioRsctiieylN | ¢ Uqt
also have ginger and pineapple flavours. They also claim that their products have health
AUUUNRat WhARUWDEGGUUWWHNDYI Wée¢t WGHWUq! WYnWARBUWNRa
and minerals like magnesium, Fights inteBnal parasite, Restores intestinal flora (good for
NeqWEUctqés HWf qbt We W Rel WagRHK IO

Ikhaya Brewing Company started operating in 2017, and have three flavours: ginger,
pineapple, and sorghum?’® Their website says that their products are available at Cash &
9 ¢ | | Wholés&lers, SpazaShops, Community Shebeens,and Pubs.

8.2. Malt beer

Beer isby farthe alcoholic drink of choice in South Africa. SAB dominates the beer
market with the three most popular brands(Carling Black Label, Castle, andCastle Lite)
accounting for 56.1% of the total beer volumeold in South Africa®?

Historical monthly price data (January 2014 to July 2023or beerwere obtained from
Statistics South Africa (emailed to Corg van Walbeek bya Statistics South Africa employee).
A condition of data use is that the data must be anonymisedNominal prices are converted
to real prices (base: December 2021 using CPI dataobtained online from Statistics South
Africa.”® Packaging sizesncluded: 330ml, 340ml, 440ml, 500ml, 660ml, 750ml, 6 x 340ml, 6
x 340ml, 6 x 440ml, 6 x 500ml, 24 x 330ml, and 24 x 450mlthough the Statistics South
Africa data do not capture 1L bottles of beer, they have existed since 201lwhen SAB
launched the "Ama 1 litrek Black Label beer’® All data were converted to price per litre of
beverageto facilitate comparisons. 177 of the 66870 observations (0.27%) were deleted.
These observations were for beer that cost more than R80 per litteshich is unrealistically
high).

The real price for most brands remainedoughly constant over the 1Gyear period
(Figurel?7). The averageetail prices decreased from R35.72 tdR34.49 (3.4% decrease) from
2014 to 2023 but the price changes were different for individual brands

vi

https://www.facebook.com/supaginjaofficial/posts/pfbidOuxK TMyCNMJ1GIMZhxbDcWy51AfiiGIJPGPL8c
STMRfWaTFXHiVgewzeqTawVT2PcFI
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Figure 17 | Mean real price of beer per litre of beverage by brand (Rands, base: 2021)
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Source: Statistics South Africa - Created with Datawrapper

Buying 330ml individual bottles is the mostexpensive way to purchase beerwhile
the cheapest way to purchase beer ign 750ml bottles (Figure18). It is likely that purchasing
1L bottles (no price data) is even cheaper.

Figure 18 | Mean real price of beer per litre by packaging tyg&ands, base: 2021)

330ml —340ml 440m| — 500ml —6X330ml — 6 X 340m| — 6 X 440ml — 6 X 500ml
— 660ml 750ml 24 X 330ml
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Source: Statistics South Africa « Created with Datawrapper
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To see the exact numbergand the number of observationson which these averages are
based)in the two figures above, see Appendix 1.

8.3. Wine

In 2022, a total of 414 million litres of still wine(local and imported)was sold (Table
9). 75.4% ofthis wine sold for R50 or less per litreindicating that low-cost wine dominates
the South African wine marketOnly 8.8% of still wine was sold for R100 or more per litr&.
Wine is available is several packaging sizes, including the standard 750ml bottle (at all price
points), and bagin-box (low prices).Distell holds the majority market share of still light grape
wine with the three most popular brands: & Street (18.8%), Paarl Perle (8.3%), and Draft-
Hof (6.6%)

Table9 | Price per litre of still wine (includes local and imported wine), 2022
Price per litre Litres (million) Market share <R50
<R30 123,7 29.8%

R30- <R40 1344 32.4%
R40- <R50 54,5 13.2% 75.4%
R50- <R60 31,3 7.5%
R60- <R70 11,8 2.9%
R70- <R80 9,1 2.2%
R80- <R90 8,4 2.0%
R90- <R100 4.9 1.2%
R100- <R120 10,5 2.5%
R120- <R150 11,5 2.8%
R150- <R200 6,8 1.6%
>R200 7,5 1.8%
Total 4144 100.0%

Source: South African Wine Industry Information an8ystems. SA Wine Industry 2022 Statistics NR 47.
https://www.sawis.co.za/info/download/Book_2022.1.pdf. 2023

South Africa is a net exporter of alcoholic beverages, largely due to wine expqtfs
and the country has developed a successful export industry (Figusel9 and 20). Exported
wine does not attract excise taxes in South Africdn the early 1990s, only around 6% of wine
produced in South Africa was exported. In 2022, 40% of wine produced in South Africa was
exported. In 2022, the top five countries that imported South African wines were the UK,
Germany, Canada,the US, and France® The international market has grown The dropin
2020 wasaresult of Covid-19 restrictions on the transportation of alcohol products in South
Africa, including products destined for export.
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Figure19 | Exports as a percentage of wine production
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Source: Data collated from various Excel files from the South African Wine Industry Information and Systems. Data for
11 to 2022 is available at https://www.sawis.co.za/info/download/Book_2022.1.pdf. « Created with Datawrapper

Figure20 | Total production and exports of wine (million litres)

= Total exports = Total production
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T
1991 1994 1997 2000 2003 2006 2009 2012 2015 2018 2021

ource: Data collated from various Excel files from the South African Wine Industry Info tion and Systems. Data for
11 to 2022 is available at https://www.sawi: 1/info/download/Book_2022.1.pdf. - Created with Datawrappe

8.4. Cidersand Flavoured Alcoholic Beverages (FABS)

Cider is an alcoholic beverage made from apple juice, which is fermented using
yeast. The three most popular ciders, whictcollectively account for 65.9% of total cider
volume, are Savanna(42.7%)A Lc 2 U q 1314 .0%) LHrd | Strongbow(9.1%). Savanna and
HuU q 1JDrgkakelproduced by Distell, and Strongbow is produced by Heineken.

SAB faced opposition in 2020 when th classification of Brutal Fruit wascontested by
Distell, who challenged SAB in the Western Cape High Court about the wording on its Brutal
Fruit labels. Distell argued that Brutal Fruit is aifapple flavoured beek not antalcoholic fruit
blendkas SAB claimed® Distell contended that SAB could not usedalcohol fruit blendkon
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the labels as it too closely resembledalcoholic fruit beveragex which, according to the law,

must be produced by the alcoholic fermentation of fruit juice®® Anfalcoholic apple beveragat

T which can also be calleda cider T can only be produced by the alcoholic fermentation of

apple juice (or with the addition of up to 25% pear juice or alcoholic pear beverag®)Distell

said that the Brutal Fruit Sparkling Ruby Apple Spritzer is ntite result of the alcoholic

fermentation of fruit juice, but rather beer which has been flavoured with 6% apple juic®.
GqéYeNSWE 7WeNI PWUT WagYWaESsecUNUIWg6 IR WacecHIGE AW? |

turned to the Advertising Regulatory Board (ARB) to force SAB to adopt the new labels earlier.

SAB said that the absence of malt means Brutal Fruit is not a beemgfing the South African

legislation which states that an alcoholic drink must contain 50% malt to be classified as a

beer.® Instead, SAB says, Brutal Fruit contains sparkling water, fruit flavourings, and mai%e.

On 10 December 2020, the Western Cape High Court ruled that Brutal Fruit must be correctly

GECHDOGUT Wet Wheat k WeRU WG R U W WsRRgardindardf BeadinBsuz Y | WA |

the Supreme Court in 208 ruled that Brutal Fruit be classified under 22.06.00.90, which is

the spirits rate.®

8.5. Spirits

The spirits market has changed in the past two decades (Figugd). In 2001, brandy
was the most popular form of spirits, holding 43% of market share by volume, followed by
whiskey 20%, and vodka 15%. In 2014, whiskey was the most populegitegory of spirits,
holding 34% of the market share, followed by brandgt 25%, and vodka at 21%. In 2017, the
market share of gin started increasing, reaching 25% in 2022, the highest of all spirits,
followed by whiskeyat 21% and brandyat 19%.
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Figure21 | Spirit sales, per cent of total litres

Brandy [ Gin [JjjCane [ Vodka Liqueurs Whisky Rum [l Agave

2001 |43% 6% 20%
2002 |45% 6% 20%
2003 | 45% (7%  1a%  [BERED
2004 | 44% (7% 14%  EEEIEA

2008 | 39% 7% 28%
2009 |39% 7%  28%
2010 |36% 7%  30%
2011 |33% 8%  31%
2012 |29% 9%  32%
2013 | 27% 9%  34%

2014 | 25% 9% 34%
2015 |24% 9% 33%
2016 |24% (6% 24% I
2017 | 28% 8%  [22%5 R
2018 | 24% (1% 24% [N

2020 [21% 24% 20% 7% 22%
2021 19% 25% 20% 10% 22%
2022 [19% 25% 19% 12% 21%

Source: South African Wine Industry Information and Systems (SAWIS). SA Wine Industry 2022 Statistics NR 47. 2023 -
Created with Datawrapper

An interesting recent development is the sale o$pirits in sachets. In May 2024 gin
with 43% alcohol wassold at Makroin quantities of 60 (each containing 50ml) for R420 by
Makro (R7 per sache}.”!

8.6. Cheapalcohol: Cheapfwinekand SugarFermented Beverages (SFBs)

Cheap wine and SFBs are distinguishable based on their ingredients:
1 Cheap wineis made the from juice of grapes(fructose & glucose)?®
1 SFBsare made from cane sugar(sucrose), yeast, and water?® SFBs sometimes
contain cheap wine.?

Regardless of the sugar substratéwhether from the juice of grapes or cane sugdy
the ethanol molecule is the same and equally harmfuf® The only way to tell which substrate
is used after production is to test the alcohol in a laboratory?® Cheap alcohol presented as

Vil https://x.com/profparry/status/1788122237955871009?t=HAPPSLKAJAQ9YspgBFABJA&s=19
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wine may be wine, a SFBor a mixture of the two Cheap alcohol istypically packaged in a

clear plastic bottle, closed with a red screw top lid and colloquially called d@rooiproppiek LU

bih | DTANGCIERGR e YI WAL YT e fHqt W AqlWt qRGeadcecqllt Wadeé aql
manner that conveys a false or misleading impressionf the liquor product concerned.®

f U= MMT AWa6 WWx Rue Y1 WAI YT e Haqt W AqWIMWYnWN®Y
packaging)?® Following the papsak ban, there were reports of cheap alcohol sold in plastic
containers that looked like cheap wine butwere G ¢ T IJWn | Y& WHe¢ ULWE 2N¢l Weiql
nI GRU0qUT WAHRZW! ¢NUK WLIE] 7b b 1O

Prior to 2021,the production and sale of cheap alcoholwas entirely unregulated
(aside from the papsak banps they fell outside the Liquor Products Act® They were brought
inas@& q 6 131 Wn 131 & 13U agnthel262m Ariehdinént) éf thellLiquor Products Act of
1989:83

) by the insertion aft edfthe follewing éefinitioniotho b Hexneftedd 6 of f i cer 6 6
b e v e r megqures® product which meetsther equi rements referred to in secti

Az RI 3G WU0qt W wWdle & D RGIDILWIEIE 210 IWe N1

ZOHNL WS q6 31 WniJl WYl WA21J1 ¢NJW 6¢ai
u APWG!E YT e H#HWT WA! Wedw/YSYOIRAWNWDI ¢l Uqec qRYUWRUWq6 JWGI 3t HI RA
¢ Ul
u AIGE YT eAmWe A6G ¢ U0U@E RABIY'e Gl Ut ARBREBUHYI GO R Ws Ré Waé6 1aW
Gl Ut #1 RAWT W Whe RI WaWUqt WnYI W dWRGct + wWwarYOUHAI UJIT 1O
bIC8A 6 1J1 Wn Il GU¥UqUT WAR211 ¢NUW dectddwWl0YqurYUqe RUOWE WGE! qRAS: I
DfqUlUqagée U6 ¢ qUWUG! 3t #I RAWUT 1O
BIHEYGIII 11Y8c DR G613In YT AR 0dIn qadd &0 #Y & i R# Olg 18 a BRIV IOIWT Wa Y LW
RULWIt 2 At B &G RY U Wb Nb
(ar T QW DG YRINBE&E It #1 RAVGEORVGREGB Eal ¢ NI ¢ GEWYI W6 WY qd Il W
NI GR¥0qUT WHIR2 131 ¢ NIJWGH & Hie gD HIGE YO0 @Il WqG SAeude Wt 2 At q¢c URIIW
nYl W6 Rt WGzl GYt 136 We 0T
(bETT WYl W BaY2UWe W 2HE q¢c U BEEIYIGIGHIII RRIDTIIJWe UT 131 WGE!l ¢ NI ¢ G6 W
q6 ¢ UWRUOWEHAYI T ¢cUHUDIWSs Rad Waé IXWFO It #I RAVDT wWa ¢ U0 wyY!l wrYUT RqF

Existing research on cheap alcohol is scarceln 2004, authorities in the Western
Cape commissioned a study to investigatethe impact of bulk wines on Western Cape
communities.?® The study included a survey of wine conducted in 2005 that identified
concerning levels of contaminants (mercury, ochratoxin A, and phthalates¥. A follow-up to
the 2005 contaminants study was donein 201926 All the outlets visited in 2005 were
registered independent outlets, whereas in 2019 at least5% of the towns had registered
outlets that were linked to grocery storeseither in the stores or linked to the brand, or part
of liquor store franchises?®

In 2019, a fieldworker bough5 products presented as white windromH Y aqqqy G IJ W q Y | 1]
¢ UT Wt 6 13AI0L WRAIHEMWESHIN £apé Gaiheg t6\enE ds I8 the 2005 stud§The
fieldworkerldl  t 13T Wn Y| Waq 6 W G ¢ @t @OiGee prédUtis wekdembdughtl= 6 13 ¢ G,
in each town?® The samples were purposely selected to ensure that there was no duplication
of the product according tothe name appearing on the labef¢ lllaboratory testing identified
the base as either grape or sugar. Results indicate that two of the samples wéld 7 aroLLhdlLl
NP BBW A W¢ Ul nibe dapdesslld | I WHG 3¢ GlWs R U kesdardhérdiiB) | 73 LKOLY Nyd L)
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specifically G Y Yt R U N Lbot¥HeywiEc[GrF 1 U DT Wa YTHg &) H# M6 Y & 10 kel q 13 U q W
SFBs vaslil Yag high adll # G b

In 2005 a third of the samplespurchased were papsak and almost twathirds were
plastic with a few cartonsrepresented. In 2019 half the samples purchased were in plastic
containers, a third in glassones, and the remainder in cartons or bagn-box. In 2019, 75% of
all of the plastic containers had red lids#Y Un RI G RUNDWqS6 WWGI YA RUWURIIWY
across a range of brands’®

The 16 samples of 500ml bottles had a median price of R13.60 per bottle (Tall@).
When considering the price pestandard drink unit (1 unit=12g or 15ml of pure ethanol)the
median price for samples in 500ml plastic containers was R3.67 per unit. For samples in
750ml glass bottles the price was less than doubléhat at R6.12 per unit. The two bagn-box
samples sold for less than R3 per unit®

Table 10 | Priceby volume, packaging and per unit alcohof2019 data)

Thin clear plastic Carton Bag-in- Thick Glass
box plastic

Volume 500ml 1000ml 2000ml 1000ml 5000ml 750ml 500mi 750ml
n 16 10 1 7 2 1 2 16
Price range 10- 20 10- 28 30 23.99-32.99 | 100- 110 38.9 20-40 22-40
Median price 13.6 20.25 30 34.99
Rand/unit 3-5 1.30- 3.65 2.88-5 2.64-2.73 5-10.91 @ 3.26-10.67
(range)
Rand/unit 3.67 2.76 2.25 412 5.77 6.12
(median)

E Y 2 | MtlLbugldin J, Adnams C, MatzopouloR, et al. Cheap alcohol in rural towns of the Western Cape Province,
South Africa: Contaminants, risks for Fetal Alcohol Spectrum Disorders (FASD) and policy implications.
https://gapc2023.samrc.ac.za/Presentations/jo-ann_mcloughlin.pdf. PowerPoint slidesfrom presentation given at
2023 Global Alcohol Policy Conference 2023.

The 2019 study found gidence ofa reduced prevalence of contaminantscompared
to the 2005 study?® For mercury, a third ofthe samples in 2005 had levels above those
allowable in wine, whereas none of the samples tested in 2019 had mercury in this range.
The easy availability of cheap alcohol presented as wine persists in rural communities in the
Western Cape?® A quarter of cheap alcohol products presented as wine and sold in plastic
packaging were SFBs or SFBadulterated wine.?® Cheap alcohol that meets the criteria for
wine is widely available in rural towns across a range of packaging typé&s

Aquarter ofthe sample (7/27) contained only SFBs or SFEadulterated wine.?8 All SFB
or SFBadulterated wines were in clear plastic containers.A common label ish ntG ¢ 2 Yea | 131 U
¢ 0HY S YU R HNbrdlo? thidsecwerd labelled as ales and one was labelled as wine. The
typical label had a brand name, a description(such as dry), the alcohol content, the code of
the responsible seller, and warnings. These products are presented as wine, which is in
contravention of the Liquor Products Act.?®
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In 2022,Nell, et al. 3 published their findings from a waste characterisation study in
a remote rural town inSouth Africa. The datavere combined with amapping of the contents
of illegal dumping and a household survey. This enabled researchers to gain a more thorough
understanding of householdwaste-management practices and challenges. Arecyclable
plastic waste item rarely found during the waste characterisation study but often found
during the illegal dumping exercise is locally referred to agooiproppiek orfred capk This is
a very cheap wine sold by local taverns and liquor stores in 5001, 1 L, 2L or 5L PETbottles
with red caps. It was found that, although this item was sometimes found during the waste
characterisation study, it was also littered in locations close to or opposite taverns where
the wine is consumed by customers and the bottles merely discarda there. The littering of
these bottles is so common that, in the absence of any waste receptacles, illegal dumpsites
form consisting solely of these bottles.

9. EXCISE TAKS IN SOUTH AFRICA

9.1. Brief overview

The SouthAfrican Revenue Service (SARS) is responsible for collecting excise taxes.
South Africa uses a dutyat-source (DAS) system to assess excise duty and account for
excisable products at the sourcert that is, as close as possible to the point of manufacture
when goods achieve their excisable character (for locallproduced goods) or at the point of
importation. 8 The accounting of excise liability and the associated payment under the DAS
system requires the registration and licensing of people responsible for the production, use,
or storage of excisable goods?®

National Treasury (previously the Department of Finance) is responsible for
determining the excise tax ratesExcise taxes on beer and spirits have been levied for more
than 100 years in South Afric& Wine has been taxed intermittently since the early 1940s
and sorghum beer has been taxed since 1992.The Department of Finance decided to tax
spirits on the basis of absolute alcohol in 19741n1998, National Treasury extendd this to
beer.

Post-1994, National Treasury faced the problem of needing to give both the
government and the alcohol industry some certainty regarding alcohol excise tax
policy.®® National Treasuryneeded a system that would: (1)allow for periodic inflation
adjustments and (2) reduce the annual pressure from public health lobby groups to
increase taxes (and from the liquor industry to do the opposite).®®* National Treasury
reviewed policy options from different countries and met various stakeholdersto seek
guidance in formulating a policy solution.®® Theysettled on a policy whereby excise
taxes would be based on a percentage of the retail sales price of the products, with
higher percentages for products with a higher absolute alcohol content.®

South Africaapplies a specific excise tax regiméor alcohol. For beerand spirits, the
excisetaxis levied per unit of absolute alcohol. Thus, a givenquantity of beer/spirits with a
higher alcohol content is subject to a higher excise tax than beer/spirits with a lower
alcohol content. Specific taxes based on alcohol contentargetthe harm-inducing chemical
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T ethanol 1 directly, thereby curbing total ethanol consumption as well as consumption of
high-strength alcoholic beverages® Alcohol-content-based specific taxes ensure that
alcoholic beverageswith more ethanol aretaxed at a higher rate?

South Africa also applies apecific excise that is levied per unit of absolute alcohol for
ciders and RTDs. Ciders are taxed at the beer rate. RTddstypically mixtures of anunderlying
alcohol base with other ingredients such as mixers, fruit juices or flavourings.® RTDswith a
fermented alcohol basearetaxed atthe rate for malt beer, while those with a distilled alcohol
base are taxed at the higher spirits rate.® RTDsfrom fermented fruit or graintherefore bear a
lower alcohol tax burden than those from distilled spirits, despite the competing beverages
being potential substitutes with a similar alcohol content.

The economic rationale for levying an excise tax on the volume of absolute alcohol is
more obvious than for levying an excise tax on the volume of the beverage, irrespective of the
alcohol content.? The negative externalities associated with the harmful use of alcohol are
more correlated with the volume of absolute alcohol than with the volume of the beverage.
Beer witha 6% alcohol content, for example, has greater potential to impose harm on the
drinker and impose a negative externality than beer with a 1% or 2% alcohol content. They
b 6YedT WOYqWAWWaE #UT WeqWagd Wt ¢awl ¢ qlOWNG IIW? 1JG
t GRI Rt WYUWq6 WWAHEE RY WY nWe HAE Y e qlltideitardtidstal AWe U1 LL
beer, is justified on economic grounds®

In contrast, the excise tax on Traditional African beer, Traditional African beer
powder, and wineis levied as an amount per unit of the beverage(volumetric specific tax).
South Africa applies a volumetric specific tax on wine that imposes a lighter administrative
load on both producers and SARS. From an administrative perspective, taxing the volume
of a beverage is easier than taxing the alcoholic conterit.

A 2014 report documented a conversation wittan official from National Treasurnk t LU

Tax Policy Unif® According tothe official, the primary reason for imposing the tax on the
volume of the actual beverage, rather than the volume of absolute alcohol, is practica?
The rationale isas follows: Wine is produced by verymany small (and some large) firms,

and it would be impractical to audit all firms for the alcohol content of the variouswinesthat

are produced.?® Thepracticalities of the wine industry (specifically the dispersed nature of

the industry and the large and often heterogeneous variety of wines that are produced
byindividual producers) aresuchthat an auditis not regarded afeasible.?®

The wine industry has received specialreatment for many decades. The rationale
was to create employment, support tourism, and enable a successful export industry. This
thinking is flawed because tourists can generally afford higher prices, and wine exported is
not subject to local excise taxes. Aecdotally, much alcohol abuse, especially in the
Western half of the country, derives from wine consumption.
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9.2. Tax burdens

Alcohol excise rates differ between alcoholic beverages in accordance with
benchmarks determined in 2002 and adjusted in 20122 The international benchmarks used
by National Treasury in 2002 were based on 1997 data published by the Brewers Association
of Canada (BAC)?

For wine and traditional beer, the alcohol tax is on the beverage content (i.@he
same tax amount per litre, irrespective of alcohol content). Thepecific excise duty rates are
expressed in cents per litre (volume). National Treasury, in the 2014 review documestated
that the excise tax on wine was choseto be like this to allow the wine industry to develop,
and because of ease of administration‘? For beer and spirits, the alcohol tax is on the alcohol
content, not the volume of beverage. The specific excise duty rates for beer and spirits are
expressed incents per litre of absolute alcohol content.

In 2002, the total tax burden (excise duties plus VAT)as a percentage of the
weighted averageretail selling price for wine, clear beer, and spirits was set at 23%,
33%, and 43% respectively.’> Budget 2012 increased the target tax burden for beer to
35% and for spirits to 48%, but kept the targeted tax burderior wine at 23%. Since 2002/03,
excise duties were often increased aboveinflation to achieve and maintain the targeted
indirect tax burdens on alcoholic beverages.

From 2015, National Treasurystarted expressng the benchmark in terms ofthe
excise burden, and notthe total burden (excise plus VAT}® Excise taxburden is calculated
by removingthe VATburden (14/114 = 12.3%)Thus,the targeted dcohol excise tax burdens
as a percentage of the weighted average retail priogere:

1 Wine: 23% 12.3% = 10.7%, rounded up to 11%
1 Beer:35%- 12.3%=22.7%, rounded up to 23%
1 Spirits: 48%- 12.3% = 35.7%, rounded up to 36%

Figure 2 shows theexcise tax burdens from 2002/03 to 2024/25.

50



Figure 22 | Targeted dcohol excise tax burdens as a percentage of the weighted average
retail price

2002/03 2012/13 2024/25

11%
Wine 11%
11%
21%
Beer 23%
23%
31%
Spirits | 36%
36%

The guideline excise tax burdens for wine, beer, and spiritsave remained at 11%,
23% and36%, respectively, of the weighted average retail pricince 2012/138" The low rate
for wine reflects the historical and ongoing premise that South Africa is a wirproducing
country. To meet the excise tax burden targets (11% for wine, 23% for beer, and 36% for
sprits), the retail price of a 750 ml bottle of wine would have to be R37.98, the retail price of
a 330 ml bottle/can of beer (5% alcohol content) would have to be R9.7%and the retail price
of a 750 ml bottle of spirits would have to be R245.81 (based on excise rates for beer:
R135.89/L of AA, wine: R5.57/L of bevage, and spirits: R274.39/L of AA)Annual
adjustments are discussed in the next section.

9.3. Annual adjustments

cCqRYUcOWNI D¢t el ! kt W=EMNMOW U2RUs WY UWg6WWace *¢ qRY

FAt present, the annual adjustment in alcohol excise duties is calculated based on tax
burdens derived from projected prices for the nextfiscal yearor the expected consumer
inflation rate, whichever is higher. Adjustments made at the time of the national budget
aim to maintain the current differential tax burdens between wine, beer and spirits and
are reliant on annual market information of weighted averageretail prices for these
beverages. This market information is based on ACNielsen, Markinor and South
African Wine Industry Information and Systems(SAWIS)surveys. However, industry
concerns exist around the accuracy of the current market information, the
consistency of the respective market surveysutilised, and the fairness of the data
required from particular alcoholic beverageindustries. It is proposed that the current
data sources be reviewed and anupdated approach be agreed upon with the
respective alcoholic beveragesindustries on how to access appropriate market
information in a consistent, dependable and equitable mannerOk

To calculate average prices, National Treasury requires detailed data from the
alcohol industry. The drawback of this way of determining the increase in the excise tax is
that it places too much power in the hands of industry. Their pricing decisions hawaedirect
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impact on the magnitude of the increase in the excise ta%. In addition, the industry tries to
argue the average price down to reduce their tax liability.

The tax incidence for the first nine months of the current fiscal year is used as
reference point for the annual adjustments in excise duties for each categoryof alcoholic
beverage!? However, the actual adjustment in excise duties is calculated based on tax
burdens derived from projected prices for the nextfiscal year or the expected consumer
inflation rate, whichever is higher.!2 Thisfall-back position ensures that the market is
not flooded with low-price alcoholic beveragesto minimise the annual adjustment in
excise duties.*?

E200Wq6VYaNSWags WWI+HRY DWae #WYUWeaHYS YO WRY LG I
tax regime has characteristics of arad valoremsystem.?® The alcohol industry has a degree
of control over the magnitude of the annual excise tax increases. For example, should SAB
increase the netof-tax price of beer by an abovenflation percentage, this would result in
an aboveinflation increase in the weghted average retail price of beef®In the subsequent
fiscal year, the Treasury would then increase the excise tax on beer by an abaw#ation
percentage to maintain the 23% excise tax burden. On the other hand, had SAB decided to
increase the nominal price of beer by less than the infladin rate, the increase in the excise
tax the following year would be equal to the expected inflation rat LUR U WG RU W Ws Ra 6 WN
rule/principle that says that the excise tax should be adjusted to keep to the targeted
benchmark, or the expected inflationrate, whichever is the highest A belowinflation
increase in the netof-tax price, combined with an increase in the excise tax equal to the
(expected) inflation rate, would thus increase the excise tax burden to more than the
benchmark 23%. Unlessfor HY 0 GIJqRqR2 Wl ¢t YUt AWRagqlWs Ye ol wWUY q
financial interests to increase the netof-tax price by less than the inflation rate®

9.4. Excise taxes based on pure alcohol

There arecurrently very large differences in the estimated excise duty rate®ased on
pure alcohol content, for the various alcoholic beveragesThe relative differential rates have
been widening in South Africa in recent yearsespecially in terms of absolute alcohol
content.*? This is shown in Figures 2to 25 (all in 2022/23 prices) which look at the same
issue from three different perspectives: (1) Figur@3: in intervals of 10 years starting in
1994/95, (2)Figure 2 for the period 1910/11 to 2024/25, and (3Figure 25: for the period
1994/95 to 2024/25.In Figure B, the shaded portions for unfortified wine, fortified wine and
sparkling wine are to illustrate the impact of differences in the alcoholic content of these
beverages on the tax amount per litre.

The excise tax onlraditional African beer and African beer powder has been eroded
by inflation in the last three decades, resulting in very large differentials in the excise tax over
time. For example, in 1994/95, the excise rate per litre of absolute alcohol fdraditional
African beer was 7.4% that of spirits (6.54/88.45*100). By 2024/25, the excise rate per litre of
absolute alcohol for Traditional African beer was 1.0% that of spirits (2.34/246.53*100).
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In 1994/95, ciders and Alcoholic Fruit Beverages AFBS (also called Flavoured
Alcoholic Beverages (FAB3used to be taxed abonly 8.4% of the rate of malt beer (Figurg3
Panel A). In the 1996 Budget Review, the Department of Finance (now National Treasury)
decided to adjust the excise tax on ciders and AFBs to the beer refBy 1998/99, the ciders
and AFB rates were similar to that of malt beer.

In the 1960s and 1970sthe excise taxes on beer and spirits were much higher than
they are at present. In fact, at its peak in the late 1960s, the value of the excise tax on beer,
in real terms, was about 2.5 times the current value of excise taX.

Spirits have always attracted the highest excise tax per litre of pure alcohol, except in
the 1960s when malt beer was taxed higher per litre of pure alcohol, and in the 1940s to
1960s when sparkling winevas taxed higher than spirits per litre of pure alcohol (Figure42.
Malt beer is currently (202425) taxed at 49.5% of the spiritgate in terms of litres of pure
alcohol. Thisgapwas much less at 79.1% in 1994/95. In 2024/45, unfortified wine is taxed

at 19.3% of the rate of spirits in terms of litres of pure alcohol. Thgapwas similar, at 15.3%
in 1994/95.
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Figure 23 | Excise rates based on absolute alcohol contenin intervals of 10 years Rands
per litre of absolute alcohol(2022/23 prices)
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Panel D: Tax year 2024/25
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Shaded areas present different pure alcohol contents. The assumptions on the percentages of pure alcohol for
drinks taxed by volume are as follows: Traditional African beer 3%, Traditional African beer powder 6%, unfortified
wine 10.5% (range: 4.5-16.5%), fortified wine 18.5% (range: 15-22%), and sparkling wine 9.75% (range: 7-12.5%).
Source: Calculations based on excise data from annual budget reviews, e.g., Republic of South Africa: National Treasury.

Budget Review, 2024. https://www.treasury.gov.za/documents/national%20budget/2024/review/FullBR.pdf. CPI data from
Statistics South Africa. https://www.statssa.gov.za/?page_id=1854&PPN=P0141&SCH=73795 * Created with Datawrapper
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Figure 24 | Excise rates based orpure alcohol content: 1910/11 to 2024/25 (Rands per litre
of pure alcohol, 2022/23 prices)
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The assumptions on the percentages of pure alcohol for drinks taxed by volume are as follows: Traditional African beer 3%, Traditional African
beer powder 6%, unfortified wine 10.5%, fortified wine 18.5%, and sparkling wine 9.75%

Source: Calculations based on excise data from annual budget reviews, e.q., Repub f South Africa: National Treasury. Budget Review, 2024
https yw.treasury.gov.za/documents/national%20budget/2024/review/FullBR.pdf, CP| data from Statistics South Africa. http www.statssa.qov.za/?

page_id=1854&PPN=P0141&SCH=73795 + Created with Datawrapper

Figure 25 | Excise rates based orpure alcohol content: 1994/95 to 2024/25 (Rands per
litre of pure alcohol,2022/23 prices)

== Spirit-based RTDs
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Sparkling wine

- Ciders and AFBs
Malt beer
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Traditional African
beer powder

T T T T T T Traditional African
1995 2000 2005 2010 2015 2020 beer

The assumptions on the percentages of pure alcohol for drinks taxed by volume are as follows: Traditional African beer 3%,
Traditional African beer powder 6%, unfortified wine 10.5%, fortified wine 18.5%, and sparkling wine 9.75%.

Source: Calculations based on excise data from annual budget reviews, e.g., Republic of South Africa: National Treasury. Budget
Review, 2024. https://www.treasury.gov.za/documents/national%20budget/2024/review/FullBR.pdf. CPI data from Statistics South
Africa. https://www.statssa.gov.za/?page_id=1854&PPN=P01418&SCH=73795 * Created with Datawrapper

To explore the relationship between excise taxeand consumption, we present these two

variables on the same graph foeach ofthe four alcoholic beverage types for which we have
per capita annual consumption data for, namely: beer (Figur@6), spirits (Figure27), wine

(Figure 28), and sorghum beer and sorghum flour (Figur@9). There is a clear inverse
relationship for beer, wine, and spirits.
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1 From 199 to 2024, the real excise rate on beer increased by8%, while per capita
annual consumption decreased by 3% (Figure 26). The correlation coefficient is
-0.69.

1 From 199Dto 2024, the real excise rate on spirits increased by4B%, while per capita
annual consumption decreased by D% (Figure 27). The correlationcoefficient is
-0.42.

1 From2001to 2022, the real excise rate orwine increased by114%, while per capita
annual consumption decreased by15% (figure 28). The correlation coefficient is
-0.64

On the other hand, sorghum beerand sorghum flour excise taxes and per capita
consumption moved in tandem (Figure29):

1 From 19 to 2024, the real excise rate orsorghum beer decreased by 40%, and the
real excise tax on sorghum flour decreased by 46%. Over the same period, per capita
annual consumption YnWht YI D62 GWHPDWII WeUT Wt YI NdaGWnidyY
Budget Review revenue datajecreased by96%. The decrease in revenuenay be due
to a decrease in consumption, or a change in tax complianceor both. Thecorrelation
coefficient between sorghum beer excise tax and per capita annuaonsumption is
0.54

Figure 26 | Beer:Excisetax (Rands /L of AA, 2022/23 prices) and annual per capita (age 15+)
consumption (L of AA)
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Source: Calculations based on excise and revenue data from annual Budget Reviews published by Republic of South
Africa: National Treasury. Midear population estimates from Statistics South Africa.
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Figure 27 | Spirits: Excise tax (Rands /L of AA, 2022/23 prices) and annual per capita (age
15+) consumption (L of AA)
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Source: Calculations based on excise and revenue data from annual Budgeeviews published by Republic of South
Africa: National Treasury. Mid&ear population estimates from Statistics South Africa.

Figure 28 | Wine: Excise tax (Rands /L of AA, 2022/23 prices) and annual per capita (age
15+) consumption (L of AA)
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Source: Calculations based on excise and revenue data from annual Budget Reviews published by Republic of South
Africa: National TreasuryExcise tax presented in this figure is for unfortified win&Vine consumption dataare from
South African Wine Industry Information and Systems (SAWIS). Miear population estimates from Statistics South
Africa. The assumptionon the percentage of pure alcohol for wine, which is taxed by volumes 10.5%.
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Figure 29 | Sorghum beerand sorghum flour. Excise tax (Rands /L of AA, 2022/23 prices)
and annual per capita (age 15+) consumption (L of AA)
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Africa: National Treasury. Excise tagxists for sorghum beer and sorghum flour as separate categories. Revenue data

D+ Rt qtOn Y1 Oqé 130qs YIORE qlINY I RIJt OR Y ( Fh&dssdinptidBwn thelpddderead@figand | to¢ UT 1ot
alcohol for these products, which are taxed by volume,is 3% for sorghum beer, and 6% for sorghum flour. The average,

4.5%, is used for the revenue data (used to calculate consumptignMid-year population estimates from Statistics

South Africa.

9.5. 2024/25 rates

On 21 February 2024, the Finance Minister announced the newexcise rates, as
published in the 2024 Budget RevieW A summary of the excise tax increasess found on
page 42, Table 4.®f the Budget Reviewwhile a comprehensive list of all specific excise tax
changes are in Annexure CTable C.4on pages 127t0o 29615 6§ RA G W¢ Gt YWRUHAG 21T 13t U
headings)® Table 11 is a snapshot summaryof Table 4.6, and the comprehensive list
bl 7 2 1 N1Jq WAnRERURIIS ThablelC Xcan be found in Appendix 2 of this report The
inflation adjustments differ by alcohol type Wine was increased by a higher amount tha
beer and spirits, which may reflect the Treasury trecognition that wine is not taxed
sufficiently. Excise tax on winewas increased by inflationplus 2.5%, whilethe excise taxes
on malt beer, ciders and alcoholic fruitbeverages and spirits were increased by inflation
plus 2%.
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Table 11 |

Current excise Proposed excise Percentage change
duty rate duty rate [“Nominal | —Real |

Changesispecific excise dutiesof the most popular drinks 2024/25

Malt beer R127.40 / litre of absolute R135.89 / litre of absolute 6.67 2.00
alcohol (216,58c¢ / average alcohol (231,02c [ average

340ml can) 340ml can)
Traditional African beer 7,82c / litre 7.82c [ litre - -4.67
Traditional African beer 34,70c [ kg 34,70c [ kg - -4.67
powder
Unfortified wine R5.20 / litre R5.57 / litre 7.17 2.50
Fortified wine R8.77 / litre R9.40 / litre 7.17 2.50
Sparkling wine R16.64 [ litre R17.83 / litre 7.17 2.50
Ciders and alcoholic fruit R127.40 / litre of absolute R135.89 / litre of absolute 6.67 2.00
beverages alcohol (216,58¢ / average alcohol (231,02¢ [ average

340ml can) 340ml can)
Spirits R257.23 / litre of absolute R274.39 / litre of absolute 6.67 2.00

alcohol (R82.96 / 750ml alcohol (R88.49 / 750ml
bottle) bottle)

Notes: The full table is found inAppendix 2 of this report and Anexure TableC.4 of the 2024 Budget Review.
Source: Republic of South Africa: National Treasury. 2822024 Budget Review.
https://www.treasury.gov.za/documents/National%20Budget/2024/review/FullBR.pdf

9.6.

Sorghumbeer andsorghum flour

Sorghum beer is also known as Traditional African beefhe excise tax orsorghum
beer has been R0.0782 per litre of beverage since 2001. The excise taxsorghum flour has
been R0.347/kg since 2001. The excise tax on both products has been eroded by inflation in
the past two decades(Figure29 above), and has decreased by more than 70% in real terms
since its peak in 1997. At less than 8 cents per litresorghum beer is subject to the lowest
excise tax by far. According to a 2014 National Treasury document, the low rate is due to the
AUOUNEqR2IJWIT Rt ql RA2 qRY Ur énlihd 'paol) Bng khidl sk tHat arlg Y 6 Y 0 W
significant taxation of Traditional African beer will lead to increased home brewing with
potentially hazardous health results!? Along the same lines, National Treasury, in a 2023
TYAR2GUWUqAWUOYqUT aWlA Nl ¢T RqRYU¢cOW mni
negative distributional effect of alcohol taxation on the poor as this market is very informal
andvery smallinSe q 6 Wl % | RHCE K 1O

REcC UWHIIIII

In contrast, Parryet al.® made a case that not increasinghe tax on sorghum beer was
discriminatory against the poor in terms of reducing their access to a harmful substanse
The authors of this 2003 research paper recommended that the total tax on commercial
sorghum beer and sorghum powder (as a percentage of the retail selling price) be increased

to approximately 50% of that of malt beef?

While Traditional African beer powder has been around for decades, commercialised
beer powder has only gained popularity in the past few years. From 1 October 2022, beer
powder has beentaxed at the same inflatioreroded rate as sorghum powder (34.7c/kg)n
CqRYUcCOWNI Wéet el ! AWs I RagRUNWEAY 2 q WA
duty regime applies a flat excise rate for traditional African beer powder of 34.7c/kg. There
are similar products in the market. In the interest of equity, these products will be inaded
RUWg6WWage+wW0Uqs RadéWe UW+HRY DWWIhe R2¢ 0 UqlqY Wa b

Budget Review 2022!
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9.7. Beer

Malt beeris taxed at R135.89/L of absolute alcohol(2024/25 rates) Since beer is
taxed by alcohol content, bees with alower absolute alcohol content pay less tax than beer
with a higher alcohol content (Figure30). Real excise taxes increased from 2014 to 2021,
decreasing marginally in 2022 and 2023. To see the exastimbers graphed in the figure
below, see Appendixi.

Figure30 | Real excise tax of beer per litre of beverage by brand (Rands, base: 2021)

Brand D, I, L (ABV: 4%) Brand J (ABV: 4.7%) Brand A, C, F, G, H, K (ABV: 5%) — Brand B (ABV: 5.5%)
— Brand E (ABV: 6%)

/////—/

T T T T T T T T T T

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

source: Statistics South Africa * ated with Datawrapper

The excise tax for unfortified winen 2024/25is R557 per litre, fortified wine isR9.40
per litre, and sparkling wine iR17.83per litre. According to the 2023 BudgeReview, the rate
for sparkling winehas beenrealignedin accordance with the policy decision taken in 2016
to peg it at 3.2 times that of natural unfortified win€® Sincethe excise tax remains the same
regardless of alcohol content wine producers have no incentive to decrease the amount of
absolute alcohol so asto reduce their tax liability.

9.8. Flavouredalcohol beverages (FAB) other than beer and wine

SARS and the alcohol industry sometimes disagree on the applicable tariff heading to
apply to flavoured alcohol beverages® E A E k | habmliags miimonthe nomenclature of
the World Customs Organisatiork fWM@OO)Harmonized System.®? Each heading is identified
by a four digit code, of which the first two represent the chapter number and the last two the
position of the heading in the chapter. The WCO classifieBavoured alcoholic beverages
(FABS under Chapter 22 in Part 1 of Schedule 1: h 7 132 IJ1 ¢ NIt AW GRladeaqt We UT
QIMNWRUWEYz2qdbWl nl RAckt WeUUecawWlUecqRYUcOWH2T NUqt W
article description, previous years rate of excise duty, anthe new rate of excise duty. In the 2024
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budget, Table C.4 is found on pages 127129.%" For ease of reference, the tables can be found in
Appendix 2 of this report.

In 2009, the Harmonized System Committee of the WCOissued a classification opinion
that FABsthat underwent processes that removed all original characteristics of the alcoholic
beverages should be classified as spiritainder tariff heading22.08.22 Theirjustification for taxing
them at the higher spirits ratewas based on the fact thattechnological advancesin alcohol
manufacturing and product development made the source of the alcohol in them
indistinguishable.’? Alcoholic beverageswith a fermented alcohol base can be treated through
purification practices that changetheir essentialfermented character.!? Asaresult, it is difficult to
distinguish between (1) fermented beveragegshat havebeenstripped oftheirfermented character,
and (2)spirits. 12

A dispute between SARS and SAB ended up in the Supreme Court in May 2%18.
E AEWECGGUcHNUT Waqd WWe RN G LHavSuzet aicoHol lhdvédadexFABY) (uldiaq) 6 ¢ a LUE
classifiable under tariff heading 22.06 (SARS wanted them classified under tariff heading
22.08)82N¢ | Rnn W6 J¢ T R Othdil FeEnONER Lbéveragest (forlldxample, cider,
perry, mead, saké); mixtures of fermented beverages and mixtures of fermented
beverages and non-alcoholic beverages, not elsewheret GIJHR N RIJT IOYarifORUHGG 2 |
61¢T RUNKY Y gz Y IOl 1Jathyl talsokdw 6 Er alttholig stiength by volume of
less than 80% vol; spirits, liqueurs and other spirituous beverageas O

FABs can be produced in different ways; they can be madsther from a nondistilled
fermented base or from distilled spirits.2? Only where a FAB is made from distilled spirits can
it be classified under tariff heading 22.08%2 SAB contended that theeleven FABsin question
(five flavours of Brutal Fruit, Sarita Dry, Sarita Ruby Dry, Redds Original, Redds Dry, Blake &
2Y! 0UWAI JGReaGAWe Ul WEt DGaql Kkt WEq!I ¢RNEqb Ws 131 1JWnN
only be properly classified under tariff heading 22.06 because #y contained no distilled
alcohol.®2 SAB argued that, by their nature, the beverage mixtures fell within tariff heading
22.MZ We t Wa Rfermentediicabidlin hEverages and noralcoholic beverages840

From 2001, the FABs had been the subject of various determinations bl JARS®*? By
September 2006 all FABswere classified under 2206.00.908%2 On 30 October 2013 that
classification was revised to 2208.90.22%2and therefore taed at the spirits rate It is this last
determination that was contested in the Supreme Court®? On 27 June 2018, the Supreme
9Yel qWI Rt GRY + UT WE AE Kk eldlen BABSuUhdergubstiaricinbAlylbe 6 ¢ q W q 6
HYI | Ueqd! WHGEH Y RnRUIT W2 UT U1 WhYq6 1l K Wel==MZ FOMMKO® N

Prior to 2016/17, the rate of excise duty applied t@206.00.90aligned with thebeer
rate. From 2016/17,2206.00.90aligned to thespirits rate. Therefore Brutal Fruit, Sarita Dry,
E¢l Roqc WAz H! W21 ! AWADT T+ W8I RNDRUCGAWADT T+ W21 ! AW7
(and presumably all othersimilar FABS are taxed at the spirits rate.

Given that FABs are often consumed by youtland that they are notan acquired taste
like some other alcoholic beverages, taxing them at a high rate is good for public health.
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9.9. Spirits

Spirits and spirit coolers (i.e., RTDs with a spirit base) are taxed at R274.39/L of
absolute alcohol. The excise tax increases as alcohol content increase#roducers arethus
incentivised to decrease the amount of absolute alcohol to reduce their takability.

The excise rate on pottilled brandy is R246.95/L of AA, 10% lower than the rate on
whiskey (and all other spiritsat R274.39/L of AA)In the 2022/23 tax year, only 2% of total
brandy revenue came from potstilled brandy, indicating that the pot-stilled brandy market
is a very small The National Treasurywas successfully lobbied by brandy producers to
impose a lower excise tax on brandysuch that the playing fieldbetween the various spirits
subcategories, in terms of total taxburden, ismore equal. Exciseduty relief was implemented
in 2016.° Brandy producers argued that they are subject to more stringent production
standards than producers of other spirits, and that these stringent regulatory requirements
put them at a competitive disadvantage compared to other spirit$? Theexcise dutyrate for
pot-stilled and vintagebrandy was reduced by 10%relative to other spirits.®

To be classified as a liqueur, @roduct needs to have a minimum of 15% A&.There
are two categories forfliqueurs and cordialsk(Appendix 3 of this report and Table C.4 of the
2024 Budget Review):

1. hi RqéWeUWeaHYSYOaWt ql DUNq6WH! W2VYade GUWIIFF
D+EAUIT RUNDW=Z0OWGH! WHWIUqWA! W2 Yd ok Aldge £ 13T We
2. h8§q6 1l Kk Allge # T We qWA=ZTOKO®Do x WYn W

Amarula (17% AAJs the leading creambased liqueuer®? Other brands include Cape Velvet
(16% AA)Wild Africa Cream (15%AA), and KWVVan der Humliqueur (25% AA)

9.10. Sugar-fermented beverages

According to an official from the Tax Policy Uni{personal communication, 11 September
2023):

1 SFBs aretaxed at the spirits rate (R274.39/L of AA}his is also stated in a 2021
Euromonitor Consulting report®);

1 SFBs fall under tariff subheading 2206.00.90 (AnnexureTable C.4 of the 2024
budget)d s 6 RAG WRY WH ¢ HIG T UIT Wet Wh§aqdéldl k WRU W6 1J WA €
heading 2206)%

1 SFBs fall under the punitive rate of R274.39 because their production process is
much cheaper thanthat of other fermented beverages (which are taxed at the much
lower rate of R135.89/L of AA or less).
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10.PRICE ANALYSIS

Historical prices

Publicly available data on historical average prices for spirits, wine, and beer were
obtained online from Statistics South Africal® Statistics South Africa provides an Excel file
with monthly time-series data from January 2008 tdhe latest month (at time of data
collection, the latest month was March 2024).” Figure31 shows inflation-adjusted prices for
spirits, wine, and beer. Over the period January 2008 to March 2024, the inflatiadjusted
average price of spirits increased by 15.9%. This increase occurred in the first half of the
period. Over the period January 2B to March 2024, the inflationradjusted average price of
wine increased by 8.1%, predominantly in the second half of the period. The average price of
beer increased by 10.8% over the period January 2008 to March 2024, driven by increases in
the first half of the period. Beer became more affordable from January 2016 to March 2024,
when the average price decreases by 9.3%.

Figure31 | Average real prices for spirits, wine, and beer (base: Dec 20p
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Source: Statistics South Africa. Time series data: Excel CPI(COICOP) from Jan 2008 (202403).
https://www.statssa.gov.za/?page_id=1854&PPN=P0141&SCH=73791. 2024

Current prices

Data on themarket share of thethree most popular drinks (measured as percentage
of total volume) by drink type in 2022 were obtained from Euromonitor Internationdl(Table
12). For RTDs, we looked at the four most popular drinks to capturesairit-based RTD (Red
Square).
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Table12 | Most popular drinks by drink type
Market share (% of
total volume within
each alcohol
Brand Producer category)
Beer Carling Black Label SAB 23.9%
Castle SAB 18.2%
Castle Lite SAB 14.0%
Cider Savanna Distell 42.8%
Hunter's Distell 14.0%
Strongbow Heineken 9.1%
RTDs Brutal Fruit (beer-based) SAB 18.9%
Bernini (wine-based) Distell 12.1%
Esprit (fruit-based) Distell 8.0%
Red Square (spirits-based) Halewood International Ltd 7.9%
Spirits Smirnoff 1818 vodka Diageo SA 9.4%
Old Buck gin Distell 7.6%
Smirnoff Flavoured vodka Diageo SA 6.1%
Still light grape wine 4th Street Distell 18.8%
Paarl Perle Distell 8.3%
Drostdy-Hof Distell 6.6%

Price data for a variety of packaging types for these 16 brands weranually obtained
online on 4 March 2024fwelve days after the2024/25 excise tax amounts were announced
in the 2024 Budget RevieW’ allowing sufficient time for excise tax increases to be passed
through to retail prices. Data vere drawn primarily from Shoprite (n=106¥*E Y 2 q 6 LU
largest retailer. An additionaleight price points for bulk purchases (not offered by Shoprite)

were obtained from Pick n Pay®

Figure 32 provides a summary based on the cost per litre of pure alcohol. The

coloured bars represent the aveage cost per litre of pure alcohol, and the thin black bars
represent the minimum and maximum values. For example, the average cost per litre AR

nl

(indicated by solid bars)for Carling Black Label is R656.05 (based on the unweighted average

of 15 different packaging types). The range is show by the thin black bars the cheapest
(lowest cost per litre of pure alcohol)way to buy Carling Black Labek in the form of 12 X 1L

bottles (R431.80L of AA, while the most expensive (highest cost per litre of pure alcohol) is
a single 330ml bottle(R880.99L of AA.
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Figure 32 | Cost per litre of pure alcohol (Rands)

Cost per litre of pure alcohol (Rands)
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Sources: (1) Most popular brands from Euromonitor International, Alcoholic Drinks in South Africa,
https://www.euromonitor.com/alcoholic_-drinks-in-south-africa/report, June 2023; (2) Retail prices collected online
on 4 March 2024 from Shopriteh{tps://www.shoprite.co.za) and Pick n Pay htps://www.pnp.co.za); (3) Excise tax
rates from Republic of South Africa: National Treasury. 2024 Budget Review.
https://www.treasury.gov.za/documents/National%20Budget/2024/review/FullBR.pdf. 2024

The lower ends of the thin black bars show thahe cheapestway (measured as the
cost per litre of absolute alcohol) to consume alcohol is wine, followed bybeer, and then
spirits (Figure32). RTDs are the most expensive drink type, followed Wyeers and ciders.
Across all 114 price points, the cheapest way to consume alcohol (measured as the cost per
litre of absolute alcohol) is Paarl Perle wine (6 X 2L) (R286of AA, while the most expensive
is Red Square (1 X 275ml) (R1480&1of AA. The average cst per litre of pure alcohol across
the 114 price points is R787.44 of AA A more detailed analysis by drink type followsafter
an explanation of excise tax shares.
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Excise tax share

National NI D¢t el ! ¢kt WNaRI VDIRUWDWW+FHRY WWagéc+FWHa21 T 131
currently 11%, 23% and 36%, respectively, of the weighted average retail pric& These
percentages exclude VATwhich is currently15%. The maximum retail prices to meet these
thresholds are presented inTable 13 and are calculated as follows:

1 The 2024/25 excise tax per litre of pure alcohol for beer is R135.89. The excise tax per
litre of beer with 5% alcohol in 2024/25 is R6.79 (R135.89*0.05). To meet the 23%
excise tax burden target, the retail price of 1L of beer needs to be R29.54 or less
(R6.79/0.23). Any amount above R29.54 will result in an excise tax burden less than
23%.

1 The 2024/25 excise tax per litre of pure alcohol for spirits is R274.39. The excise tax
on one litre of spirits with 43% pure alcohol is R117.99. To meet the 36% excise tax
burden target, the retail price of 1L of spirits needs to be R327.74. Any amount above
R327.74 will result in an excise tax burden less than 36%.

1 The 2024/25 excise tax per litre of beverage for wine is R5.57, regardless of alcohol
content. To meet the 11% excise tax burden target, the retail price of 1L of wine needs
to be R50.64. Any amount above R50.64 will result in an excise tax burden lessriha

11%.
Table13 | Maximum retail price to meet excise tax targets
Alcohol Pure Excise tax per | Excise tax per Litre NI D¢t el Retail price per
type alcohol Litre of pure of beverage guideline excise litre of beverage
alcohol tax burdensof the | needs to be¢ this
weighted average | amount to meet
retail price targeted excise tax

burden

Beer 5% R135.89 R6.79 23% R29.54

Spirits 43% R274.39 R117.99 36% R327.74

Wine 4.5-15.5% -- R5.57 11% R50.64

The excise tax share is heavily dependent on the retail price (the denominator). The
retail price consists of excise tax, VAT, and the balance, referred to as the nef-tax price.
The netof-tax price includes costs and profits along the supply chain.

Beer

In this section, we refer to industriallyproduced malt beer. Sorghum beer and
sorghum beer powderare taxed differently andat a far lower rate(see section 9)Ilhe most
popular beer brands in South Africa are Carling Black Label, Castle, and Castle Lite, which
collectively account for 56.1% ofthe total volume for beer. Shoprite sells Carling Black Label
and Castle Lager in 15 different packaging option®r each brand, while there are 22 different
packaging types for Castle Lite. Generally, the price per litre decreases as packaging size
increases. This holds within packaging size, e.g., cheaper to buy 24 X 330ml bottles than 1 X
330ml, and also when packaging gie increases, e.g., a 1L bottle versus a 330ml bottle.
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The most costeffective way to purchase beer (any brand) is to buy 12 X 1L bottles of
Carling Black Label (cost per litre of pure alcohol: R431.8QYable M). For Castle Lager and
Castle Lite, the cost per litre of pure alcohol is cheapest when buying 1 X 1L, even though
both are also sold in cases of 12 X 1L.

The cells highlighted in green in théexcise tax share of retail pricécolumn are the
ones that meetor exceedthe 23% target

Table14 | Beer (excise tax of R135.89 per litre of pure alcohol)
Total ml Retalil Excise Excise Retail Excise  Cost per
price on tax tax price per  tax per litre of
4 March share of litre of litre pure
2024 retail beverage alcohol
price

Carling Black Label (5.5%)
1 X 330ml (bottle) 330 15.99 247 15.4% 48.45 7.47 880.99
6 X 330ml (bottles) 1980 89.99 14.80 16.4% 45.45 7.47 826.35
12 x 330ml (bottles) 3960 164.99 29.60 17.9% 41.66 7.47 757.53
24 X 330ml (bottles) 7920 294.99 59.19 20.1% 37.25 7.47 677.20
1 X 330ml (can) 330 14.99 2.47 16.5% 45.42 7.47 825.90
6 X 330ml (can) 1980 89.99 14.80 16.4% 45.45 7.47 826.35
24 X 330ml (can) 7920 294.99 59.19 20.1% 37.25 7.47 677.20
1 X 500ml (can) 500 18.99 3.74 19.7% 37.98 7.47 690.55
6 X 500ml (cans) 3000 94.99 22.42 23.6% 31.66 7.47 575.70
12 X 500ml (cans) 6000 194.99 44.84 23.0% 32.50 7.47 590.88
24 X 500ml (cans) 12000 379.99 89.69 23.6% 31.67 7.47 575.74
1 X 750ml (bottles) 750 21.99 5.61 25.5% 29.32 7.47 533.09
12 X 750ml (bottles) 9000 264.99 67.27 25.4% 29.44 7.47 535.33
1 X 1000ml (bottles) 1000 23.99 7.47 31.2% 23.99 7.47 436.18
12 X 1000ml (bottles) 12000 284.99 89.69 31.5% 23.75 7.47 431.80

Castle Lager (5%)
1 X 330ml (bottle) 330 14.99 224 15.0% 45.42 6.79 908.48
6 X 330ml (bottles) 1980 79.99 13.45 16.8% 40.40 6.79 807.98
12 X 330ml (bottles) 3960 134.99 26.91 19.9% 34.09 6.79 681.77
24 X 330ml (bottles) 7920 259.99 53.81 20.7% 32.83 6.79 656.54
1 X 330ml (can) 330 13.99 2.24 16.0% 42.39 6.79 847.88
6 X 330ml (cans) 1980 79.99 13.45 16.8% 40.40 6.79 807.98
24 X 330 ml (cans) 7920 259.99 53.81 20.7% 32.83 6.79 656.54
1 X 500ml (can) 500 16.99 3.40 20.0% 33.98 6.79 679.60
6 X 500ml (cans) 3000 94.99 20.38 21.5% 31.66 6.79 633.27
12 X 500ml (cans) 6000 174.99 40.77 23.3% 29.17 6.79 583.30
24 X 500ml (cans) 12000 349.99 81.53 23.3% 29.17 6.79 583.32
1 X 750ml (bottle) 750 19.99 5.10 25.5% 26.65 6.79 533.07
12 X 750ml (bottles) 9000 234.99 61.15 26.0% 26.11 6.79 522.20
1 X 1L (bottle) 1000 21.99 6.79 30.9% 21.99 6.79 439.80
12 X 1L (bottles) 12000 264.99 81.53 30.8% 22.08 6.79 441.65

Castle Lite (4%)
1 X 250ml (bottle) 250 12.99 1.36 10.5% 51.96 5.44 1299.00
6 X 250ml (bottles) 1500 59.99 8.15 13.6% 39.99 5.44 999.83
24 X 250ml (bottles) 6000 214.99 32.61 15.2% 35.83 5.44 895.79
1 X 330ml (bottle) 330 15.99 1.79 11.2% 48.45 5.44 1211.36
6 X 330ml (bottles) 1980 89.99 10.76 12.0% 45.45 5.44 1136.24
12 X 330ml (bottles) 3960 164.99 21.52 13.0% 41.66 5.44 1041.60
24 X 330ml (bottles) 7920 279.99 43.05 15.4% 35.35 5.44 883.81
1 X 330ml (can) 330 12.99 1.79 13.8% 39.36 5.44 984.09
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6 X 330ml (cans) 1980 89.99 10.76 12.0% 45.45 5.44 1136.24

24 X 330ml (cans) 7920 279.99 43.05 15.4% 35.35 5.44 883.81
1 X 440ml (bottle) 440 18.99 2.39 12.6% 43.16 5.44 1078.98
8 X 440ml (bottles) 3520 134.99 19.13 14.2% 38.35 5.44 958.74
24 X 440ml (bottles) 10560 384.99 57.40 14.9% 36.46 5.44 911.43
1 X 500ml (can) 500 18.99 2.72 14.3% 37.98 5.44 949.50
6 X 500ml (cans) 3000 99.99 16.31 16.3% 33.33 5.44 833.25
12 X 500ml (cans) 6000 184.99 32.61 17.6% 30.83 5.44 770.79
16 X 500ml (cans) 8000 199.99 43.48 21.7% 25.00 5.44 624.97
24 X 500ml (cans) 12000 300 65.23 21.7% 25.00 5.44 625.00
1 X 660ml (bottle) 660 21.99 3.59 16.3% 33.32 5.44 832.95
12 X 660ml (bottles) 7920 259.99 43.05 16.6% 32.83 5.44 820.68
1 X 910ml (bottle) 910 21.99 4.95 22.5% 24.16 5.44 604.12
12 X 910ml (bottles) 10920 279.99 59.36 21.2% 25.64 5.44 641.00

Sources: (1) Most popular brands from Euromonitor International, Alcoholic Drinks in South Africa,
https://www.euromonitor.com/alcoholic -drinks-in-south-africa/report, June 2023; (2) Retail prices collected online
on 4 March 2024 from Shopriteh{tps://www.shoprite.co.za) and Pick n Pay hftps://www.pnp.co.za); (3) Excise tax
rates from Republic of South Africa: National Treasury. 2024 Budget Review.
https://www.treasury.gov.za/documents/National%20Budget/2024/review/FullBR.pdf. 2024

Cider

The three most popular ciders, which collectively account for 65.9% of total cider
2Y0edWAWe!l JWEec2c¢cU0UcAWcaUqll k+ W21 ! awe U7 WEq! YUNI
effective way to consume pure alcoholfor a cider drinker is to buy 24 X 440ml cans of
caUqlll kt W21 ! Wel AP Y RTableVs). 7 i YeastlbGsteffeldttcwiayHsvtd byl X
330ml bottle of Strongbow (R1211/L of pure alcohol). Among ciders (which are taxed at the
same rate as beer at R135.89/L of pure alcohol) in the sample, ordye U q 131 XM LWARLWMA MM G G LW
bl H ¢ theets the 23% excise tax burden benchmark. This is because the retail price
(denominator) of ciders is generally larger than the retail prices of beer.

Table 15 | Cider (excise tax of R135.89 per litre of pure alcohol)

Total ml Retail Excise Excise Retail Excise  Cost per
price on tax tax price per  tax per litre of
4 March share of litre of litre pure
2024 retail beverage alcohol
price
Savanna Dry (6%)
1 X 330ml (bottle) 330 19.99 2.69 13.5% 60.58 8.15 1009.60
6 X 330ml (bottles) 1980 114.99 16.14 14.0% 58.08 8.15 967.93
24 X 330ml (bottles) 7920 429.99 64.57 15.0% 54.29 8.15 904.86
6 X 500ml (bottles) 3000 159.99 24.46 15.3% 53.33 8.15 888.83
12 X 500ml (bottles) 6000 294.99 48.92 16.6% 49.17 8.15 819.42
Hunter's Dry (5.5%)
1 X 330ml (bottle) 330 17.99 2.47 13.7% 54.52 7.47 991.18
6 X 330ml (bottles) 1980 99.99 14.80 14.8% 50.50 7.47 918.18
24 X 330ml (bottles) 7920 359.99 59.19 16.4% 45.45 7.47 826.42
1 X 440ml (cans) 440 19.99 3.29 16.5% 45.43 7.47 826.03
6 X 440ml (cans) 2640 109.99 19.73 17.9% 41.66 7.47 757.51
24 X 440ml (cans) 10560 340 78.92 23.2% 32.20 7.47 585.40
1 X 660ml (bottle) 660 26.99 4.93 18.3% 40.89 7.47 743.53
12 X 660ml (bottles) 7920 299.99 59.19 19.7% 37.88 7.47 688.68
Strongbow Gold Apple (4.5%)
1 X 330ml (bottle) 330 17.99 2.02 11.2% 54.52 6.12 1211.45
6 X 330ml (bottles) 1980 99.99 12.11 12.1% 50.50 6.12 1122.22
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24 X 330ml (bottles) 7920 369.99 48.43 13.1% 46.72 6.12 1038.13

1 X 440ml (can) 440 19.99 2.69 13.5% 45.43 6.12 1009.60
6 X 440ml (cans) 2640 109.99 16.14 14.7% 41.66 6.12 925.84
24 X 440ml (bottles) 10560 409.99 64.57 15.8% 38.82 6.12 862.77

Sources: (1) Most popular brands from Euromonitor International, Alcoholic Drinks in South Africa,
https://www.euromonitor.com/alcoholic -drinks-in-south-africa/report, June 2023; (2) Retail prices collected online
on 4 March 2024 from Shopriten(tps://www.shoprite.co.za) and Pick n Pay hftps://www.pnp.co.za); (3) Excise tax
rates from Republic of South Africa: National Treasury. 2024 Budget Review.
https://www.treasury.gov.za/documents/National%20Budget/2024/review/FullBR.pdf. 2024

RTDs

The term Readyto-drink (RTD) refers to drinks that are premixed and ready for
consumption. RTDs include Alcoholic Fruit Beverages (AFBs) (also called Flavoured
Alcoholic Beverageg and spirit-based RTDs (also called spirit cooles). AFBsaretaxed at the
spirits rate (R274.39/L of pure alcoholin 2024/25), under tariff heading22.06.00.90 (See
Section 9.10) The most popular RTDs (Brutal Fruit, Bernini, Esprégcount for 39% of total
RTD volumesold. We include Red Square, the fourth most popular RTD (7.9% of total
volume) in the analysis as it is a spirbased RTD

RTDs are the most expensive way to consume pure alcohol. All four of the brands
come in 275ml bottles. Brutal Fruit and Bernini are also packaged in 500ml cans. Brutal Fruit
bought in 24 X 500mtans is the most cost-effective way to drink RTDs (R633.33/L of pure
alcohol) (Table 16). The most expensive drinkin terms of cost per litre of pure alcoholis Red
Square bought as a single 275ml bottleBrutal Fruit, when sold in 6 x 500micans and 24 x
500ml cans, meets the excise tax target of 36%.

Table 16 | RTDs (excise tax of R274.39 per litre of pure alcohol)

Total ml Retail Excise Excise Retail Excise Cost per
price on tax tax price per tax per litre of
4 March share of litre of litre pure
2024 retail beverage alcohol
price
Brutal Fruit Ruby Apple (5%)
1 X 275ml (bottle) 275 13.99 3.77 27.0% 50.87 13.72 1017.45
6 X 275ml (bottles) 1650 89.99 22.64 25.2% 54.54 13.72 1090.79
24 X 275ml (bottles) 6600 334.99 90.55 27.0% 50.76 13.72 1015.12
1 X 500ml (cans) 500 21.99 6.86 31.2% 43.98 13.72 879.60
6 X 500ml (cans) 3000 109.99 41.16 37.4% 36.66 13.72 733.27
24 X 500ml (cans) 12000 380 164.63 43.3% 31.67 13.72 633.33
Bernini Blush (4.5%)
1 X 275ml (bottle) 275 16.99 3.40 20.0% 61.78 12.35 1372.93
6 X 275ml (bottles) 1650 94.99 20.37 21.4% 57.57 12.35 1279.33
24 X 275ml (bottles) 6600 339.99 81.49 24.0% 51.51 12.35 1144.75
1 X 500ml (can) 500 21.99 6.17 28.1% 43.98 12.35 977.33
6 X 500ml (cans) 3000 119.99 37.04 30.9% 40.00 12.35 888.81
24 X 500ml (cans) 6000 214.99 74.09 34.5% 35.83 12.35 796.26
Esprit Mango (5%)
1 X 275ml (bottle) 275 13.99 3.77 27.0% 50.87 13.72 1017.45
6 X 275ml (bottles) 1650 74.99 22.64 30.2% 45.45 13.72 908.97
24 X 275ml (bottles) 6600 289.99 90.55 31.2% 43.94 13.72 878.76
RedSquareRed Ice Sprint (5.4%)
1 X 275ml (bottle) 275 21.99 4.07 18.5% 79.96 14.82 1480.81
6 X 275ml (bottles) 1650 119.99 24.45 20.4% 72.72 14.82 1346.69
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24 X 275ml (bottles) 6600 439.99 97.79 22.2% 66.67 14.82 1234.54

Sources: (1) Most popular brands from Euromonitor International, Alcoholic Drinks in South Africa,
https://www.euromonitor.com/alcoholic_-drinks-in-south-africa/report, June 2023; (2) Retail prices collected online
on 4 March 2024 from Shopriteh{tps://www.shoprite.co.za) and Pick n Pay hitps://www.pnp.co.za); (3) Excise tax
rates from Republic of South Africa: National Treasury. 2024 Budget Review.
https://www.treasury.gov.za/documents/National%20Budget/2024/review/FullBR.pdf. 2024

Spirits

All of the most popular spirits (Smirnoff 1818 vodka, Old Buck gin, and Smirnoff
Flavoured vodka), which collectively account for 23.1% of total volume for spirits, are
available in bottles of 750ml.Shoprite sells Smirnoff 1818 vodkain other packaging types
(200ml, 500ml, 750ml, and 1L). In this small sample, the cheapest way to consume pure
alcohol is to purchase a 750ml bottle of Old Buck gin (R511.60/L of pure alcohol), while the
most expensive is a 200ml bottle of Olduck gin (R813.84 /L of pure aldwol) (Table17). Of
the six Smirnoff 1818 pack types, the most coseffective way is to buy 12 X 750ml bottles
(R526.35/L of pure alcohal). Eight of the eleven spirits in the sample meet the 36% target set
by Treasury.

Table 17 | Spirits (excise tax of R274.39 per litre of pure alcohol)

Total ml Retail Excise Excise Retail Excise  Cost per
price on tax tax price per  tax per litre of
4 March share of litre of litre pure
2024 retail beverage alcohol
price
Smirnoff 1818 Vodka (43%)
1 X 200ml 200 64.99 23.60 36.3% 324.95 117.99 755.70
1 X 500ml 500 139.99 58.99 42.1% 279.98 117.99 651.12
1 X 750ml 750 174.99 88.49 50.6% 233.32 117.99 542.60
12 X 750ml 9000 2036.99 1061.89 52.1% 226.33 117.99 526.35
1X1L 1000 229.99 117.99 51.3% 229.99 117.99 534.86
12 X 1L 12000 2735.49  1415.85 51.8% 227.96 117.99 530.13
Old Buck Gin (43%)
1 X 200ml 200 69.99 23.60 33.7% 349.95 117.99 813.84
1 X 375ml 375 119.99 44.25 36.9% 319.97 117.99 744.12
1 X 750ml 750 164.99 88.49 53.6% 219.99 117.99 511.60
Smirnoff Vodka watermelon and mint (30%)
1 X 750ml 750 174.99 61.74 35.3% 233.32 82.32 777.73
12 X 750ml 9000 2095.49 740.85 35.4% 232.83 82.32 776.11

Sources: (1) Most popular brands fronEuromonitor International, Alcoholic Drinks in South Africa,
https://www.euromonitor.com/alcoholic_-drinks-in-south-africa/report, June 2023; (2) Retail prices collected online
on 4 March 2024 from Shopriteh{tps://www.shoprite.co.za) and Pick n Pay hitps://www.pnp.co.za); (3) Excise tax
rates from Republic of South Africa: National Treasury. 2024 Budget Review.
https://www.treasury.gov.za/documents/National%20Budget/2024/review/FullBR.pdf. 2024

Still light grape wine
The most popular still light grape wines are ' Street, Paarl Perle, and DrostdyHof, which

collectively account for 33.7% of total wine volume. The most coseffective way to drink
pure alcohol in the form of wine (or any of the drink types) is to purchase 6 X 2 L bottles of
Paarl Perle (R286/L of pur alcohol) (Table 1). The most expensive packaging type sngle
750ml bottles. The cost per litre of pure alcohol is R833.17 when buying a 750ml bottle &f 4
Street, and R977.60 when buying a 750ml of Drostehyof.
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Table 18 | Still light grape wine (excise tax of R5.57 per litre of beverage)

Total ml Retail Excise Excise Retail Excise  Cost per
price on tax tax price per  tax per litre of
4 March share of litre of litre pure
2024 retail beverage alcohol
price
4th Street Sweet White (8%)
1 X 750ml (bottle) 750 49.99 4.18 8.4% 66.65 5.57 833.17
1 X 3L (box) 3000 144.99 16.71 11.5% 48.33 5.57 604.13
6 X 3L (boxes) 18000 750 100.26 13.4% 41.67 5.57 520.83
1 X 5L (box) 5000 164.99 27.85 16.9% 33.00 5.57 412.48
4 X 5L (boxes) 20000 680 111.40 16.4% 34.00 5.57 425.00
Paarl Perle (11.5%)
1L (bottle) 1000 39.99 5.57 13.9% 39.99 5.57 347.74
12 X 1L (bottles) 12000 446.76 66.84 15.0% 37.23 5.57 323.74
1 X 2L (bottle) 2000 69.99 11.14 15.9% 35.00 5.57 304.30
6 X 2L (bottles) 12000 394.68 66.84 16.9% 32.89 5.57 286.00
Drostdy-Hof Extra Light White (8.5%)
1 x 750mi 750 54.99 4.18 7.6% 73.32 5.57 862.59
1 X 3L (box) 3000 149.99 16.71 11.1% 50.00 5.57 588.20
6 X 3L (boxes) 18000 870 100.26 11.5% 48.33 5.57 568.63
1 X 5L (boxes) 5000 189.99 27.85 14.7% 38.00 5.57 447.04
4 X 5L (boxes) 20000 720 111.40 15.5% 36.00 5.57 423.53

Sources: (1) Most popular brands fronEuromonitor International, Alcoholic Drinks in South Africa,
https://www.euromonitor.com/alcoholic -drinks-in-south-africa/report, June 2023; (2) Retail prices collected online
on 4 March 2024 from Shopriteh(tps://www.shoprite.co.za) and Pick n Pay hftps://www.pnp.co.za); (3) Excise tax
rates from Republic of South Africa: National Treasury. 2024 Budget Review.
https://www.treasury.gov.za/documents/National%20Budget/2024/review/FullBR.pdf. 2024

The cells highlighted in green show théeveragesthat & DI qW ¢ qRYUc¢ o WNI 1
guideline excise tax burdens for wine, beer, and spiritsvhich arecurrently 11%, 23%, and
36%, respectively, of the weighted average retail pricé' The denominator is the retail price.
A small denominator will yield a large tax share; a large denominator will yield a small tax
share. Take the example of a litre of beer with 5% alcohol from Tabl&.1The excise tax in
2024/25 is R6.79 (R135.89*0.05). To meet the 23% excise tax burden target, the retail price
of 1L of beer needs to be R29.54 or less (R6.79/0.23). Any amount above R29.54 will result in
an excise tax burden less than 23%The guideline excise tax burdenis a seemingly
contradictory measure:

o Onthe one hand we want a high excise tax burderwhich is generally met if the retail
price Tthe denominatorTis low. If the litre of beer is R20 instead dk29.54, the excise
tax burden will be high at 34%(R6.79/R20)ather than 23% (R6.9/R29.54)

o On the other hand, we want retail prices to be higbo that drinks are less affordable.
But a highretail price T the denominator T results in a low excise tax burdenlf the
litre of beer now costs R40then the excise tax burden is 17%R6.79/R40) Here, the

Vi Tables 4 to 18 look at only a small sample of the prices on which the average price is being based. It is
possible that the prices that are not captured in Table4to 18 are much lower than the pricescaptured, and that if we
RUOAG2T T W63t WWha Ut D0k WG RAWY Allqé We 2131 ¢ NIWRY WEHY2aqlWl RNG ql
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tax burden is below the targetand the retail price is higher than the implied average
price on which the target is based.

Is it betterfor beerto cost R20 (high excise tax burderr R40 (low excise taxourden)? From
a public health perspective, the latter is better even though the tax burden percentage is not
met.

National Treasury calculates he specific tax amount as a percentage of aimverage
pricek which is very shaky empirically. How dave know that the average price of beer is X
and not something higher than X The alcohol industry has an incentive to make the
recorded/official X as low as possible. For tls reason, the alcohol industry challenges
companies who calculate the average prices of beverages*

From a practical point of viewNational Treasury is in @uandary because it has setthe
excise tax as a percentage of an average price over many brands, packaging typasd
provinces. For cigarettes it is much easier. There they set the target in terms of ash@minant
brand (Peter Stuyvesant).This cannot be done for alcohol, givenproduct heterogeneity,
especially for spirits and wine. For the tax regimeto be independent from the alcohol
RUT 2t ql ! kKt W@kcRetaxdsDddd tbtlopReéf iderns3 if an amount per unit of AA
not in terms of a percentage of the retail price

11.EXCISE REVENUE

In National Treasury'spublicly available national accounts, the excise revenue
estimates published by National Treasury on alcohol beverages ka four aggregated
categories, namely, (1) sorghum beer and sorghum powder, (2) beer, (3) wine and other
fermented beverages, and (4) spirit§’ These data allow an overview analysis only (next two
pages), but no analysis by sulkcategory is possible using publicly available data.

About half of excise taxes from alcohol are from beer sales (51% in 2022/23),
compared to spirits (33%) and wineand OFBs (16%)(Figure33). Sorghum beer, taxed at very
low rates, is excluded as the revenue from this category is negligiblel(4%in all years since
1992 when taxes where first applied to sorghum beeand <0.1% since 2013 Excise revenue
from alcohol (R41.5 billion)accounted for 2.5% of totaltax revenuein 2022/23.

Since 1992,the share of 32 W U2 WWn | Yo Whs RUWWe UT Wasd I Wn 131
increased rapidly while the share ofrevenue frombeer has decreased.The increase in the
share of spirits since the early 1990s is slow but very consistenfhis isthe result of a
combination of an increase in the excise tax per litre of AA and a modest relative increase
in the share of spirits in total AA consumed.E #+ HRt JWI 21302 JWnl YaGWht YI |
FYIN62GWGYsT Ul kWeiHECqUINYI RY Jis kkauddd Ibecduskl the RU LW 7 2 T
revenue is relatively negligible Excise revenue from sorghum beer and sorghum beer
powder has always been a fraction of that of malt beer. F@axample, in 1992, excise revenue

* Conversation with a formerbeer-producer employee.
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nl YGWt YI N2 GWHIIKDI WeUOT Wt YI NGeaGWnidVYel lekmiget WNELW Y
revenue fromsorghum beer and sorghum flour was only 0.02% of malt beer revenue.

Figure 33 | Excise revenue from alcohol by category (percentage of total alcohol revenue)

Beer [ Spirits Wine and other fermented beverages

1984 62% 6%

1988 70%
1992 73%
1996 69%

2010 62% 25%
2012 57% 29%

2018 53%
3

2024 52%

1%

Notes: The 'sorghum beer and sorghum flour' category is excluded because it negligible.

Source: Various Budget Reviews published by the Republic of South Africa: National Treasury « Created with Datawrapper

Each of thefour categories, namely (1) sorghum beer and sorghum powder, (2) beer,
(3) wine and other fermented beverages, and (4) spirits has sudategories, for examplethe
second category for wine is subdivided into natural wine, fortified wine,sparkling wine,
ciders, perry, fruitbased alcoholic beverages etc., whileh GRI1 Rqt k WRt Wt 2 AT R2 RT |
whisky, rum, cane, vodkaand more.



Disaggregatedsub-category revenue data are available from the National Treasury
Secure Data Facility (NISDF), a secured lab hosted by National Treasury in Pretaridhe
secure data facility is an initiative ofthe United Nations Universityt World Institute for
Development Economics Research (UNWWIDER)and National Treasury Access to the lab
| hue RI 3t WGWI GRt+ RYUWNI YOG W6 WWGeHKY Wt qennaWe 0T
submitted research proposal.

UNU-WIDER extracts the data from SARS databases. The datie then anonymised
and cleaned for any errors. The data cover the period from 2014 to 2023. Each tax year
contains an average of 15,000 observations, totalling over 150,000 observations. This report
only uses data from 2015 to 2023owing to incomplete records in 2014. The excise revenue
data are based on the SARS excise forms. The DA 260 forms provide information on the type
of product and manufacturing warehouse where production or movement of the product
takes place (see appendix). The payable duty is asssed by the licensed manufacturer
monthly and submitted to SARS via-éling.

The excise revenue data consist othe tax levied on alcoholic products only if
produced within the Southern African Customs Union (SACU) for local consumption. The
data presented belowdo not include alcohol produced in SACU to be exporte@because no
excise is applied to exported alcohol) nor dothey include excise taxes paid on imported
excisable products (because excise taxes paid on imported excisable productsare under
Hel DUqWi RUWDWA~Rt AJGG¢cUWYet WHe2t qYat WeUOT WI+HRE U

All alcoholic beverages

The dutiable quantity data for all alcoholic beverages from the secure lab data
compare well with the quantities derived from the revenue in the Budget Reviews. Since we
later report on disaggregated data from the secure lab, we use the data from the seeulab
to describe the aggregated data (Tabl&9). The cutiable quantity for alcoholic beverages is
derived in two steps. The first step is to divide the excise revenue by the respectascise tax
to get the volume of absolute alcohol. Secondly, the volume of absolute alcohol is divided
by the percentage of alcoholby volume (ABV). Beer and other OFBs are assumed, on
average, to have 5% of absolute alcohol per litre while spirits are assumed to have an average
of 43% of absolute alcohol per litre. For example, in the 2018/2019 tax year, the nominal
excise reverue from beer was R13.89 billion and the excise tax was R95/Q3of AA which
resulted in 146.20 million litres ofAA(R13.89 billion/R95.03). Therefore the volume of beer in
2018/2019 was 2 924 million litres of beverage (146.20 million/05 (average % of AA in begr

Dutiable quantities across all alcoholic beverages increased over time, with beer
increasing from 2.9 billion litres of beverage in 2014/15 to 3.5 billion litres of beverage in
2022/23, a 20% increase. Wine and other fermented beverages (OFBs) increaseaifr723
million litres of beverage in 2014/15 to 1.2 billion litres of beverage in 2022/23, a 65%
increase. The dutiable quantity of spirits increased by 57% from 2014/15 to 2022/23, from
79.3 million litres of beverage to 124.4 million litres of beveragd he last threefmatch ratek
columns compare the quantities from the secure lab to the quantities derived from the
Budget Reviews.
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Table 19 | Dutiable quantity for alcoholic beverages, in millionlitres of beverage

Quantity from secure lab Quantity from Budget Reviews Match rates
Wine Wine Wine &
Year Beer and OFB Spirits Beer and OFB Spirits Beer OFB Spirits

2014/15 2914 722,6 793 2953 6821 79,1 100.3%
2015/16 297 789,7 85,0 2980 7912 82,8 102.7%
2016/17 2997 8231 88,2 2956 800,6 843 104.6%
2017/18 3024 9108 84,1 3050 8753 85,5 98.3%
2018/19 2924 9039 100,2 2900 9422 94,9 105.5%
2019/20 3029 942,3 104,0 3042 8947 102,5 101.5%
2020/21 2245 683,5 89,5 2068 646,8 834 107.4%
2021/22 3165 1032 1143 3469 1062 1143 100.1%

2022/23 3 506 1193 124,4 3520 1134 1250 99.6%

National Treasury and UNU-WIDER. Excise alcohol and tobacco data 2015-2023. Version 5.0. National Treasury's Annual Budgets, available at
w.treasury.gov.za/documents/national%20budget/default.aspx - Created with Datawrapper

The data from the secure lab reveal a consistent upward trend in real excise revenue
across all alcoholic categories over time, with the exception of 2020 (which was affected by
multiple alcohol sales restrictions). The real excise revenue (in 2021 prices) from beer has
increased from R14 billion in 2014/15 to R19.8 billion in 2022/2@an increase of 41.4%)
(Table20). Over the same period, the @al excise revenue increased from R3.3 billion to RS.
billion (94.9% increase) for wine and OFB and from R®billion to R120 billion (81.8%
increase) for spirits.

Table20 | Real excise revenue from alcoholic beverages (in billions), secure lab data,
2021 prices

Beer Wine & OFB Spirits

YoY YoY YoY
Year Revenue change 2015=100 Revenue change 2015=100 Revenue change 2015=100
2014/15 R14,00 100.0 R3,32 100.0 R6,59 100.0
2015/16 R14,39 2,8% 102.8 R3,69 11,0% 111.0 R7.23 9,6% 109.6
2016/17 R14,77 2,6% 105.5 R3,87 51% 116.7 R743 2,8% 112.7
2017/18 R15,50 4,9% 110.7 R4,47 15,5% 134.8 R7,24 2,6% 109.8
2018/19 R15,77 1,8% 112.6 R4,66 41% 140.3 R9,01 24,5% 136.7
2019/20 R16,88 7.0% 120.5 RS5,05 8,4% 152.1 R9,69 7,5% 146.9
2020/21 R12,67 -24,9% 90.5 R3,69 -26,8% 111.3 R8,68 -10,4% 131.6
2021/22 R18,21 43,7% 130.0 R5,70 54,2% 171.7 R11,31 30,4% 171.6
2022/23 R19,80 8,7% 141.4 R6,47 13,6% 195.0 R11,98 59% 181.7

Source: National Treasury and UNU-WIDER. Excise | and tobacco data 2015-2023. Version 5.0. National Treasury’s Annual Budgets, available at

https://www.treasury.gov.za/documents/national% get/default.aspx -+ Created with Datawrapper
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The datafrom Table 20 is presented graphically in Figure 3&ollowing the COVID19
period, the growth rate in real excise revenue from all alcoholic beverages accelerated,
surpassing the preCOVID peaks of 2019/20. These growth rates in excise revenue have led
to changes in the contribution shares of alcoholic beerages in excise revenue, shown in
Figure34.

Figure 34 | Trends in real excise revenue from alcoholic beverages, 2015=100

— Beer = Wine & Other Fermented Beverages - Spirits

1 1 [ [ [ I 1 1 1
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Source: National Treasury and UNU-WIDER. Excise alcohol and tobacco data 2015-2023. Version 5.0. National Treasury's

Annual Budgets, available at https://www.treasury.gov.za/documents/national%20budget/default.aspx « Created with

Datawrapper

The contribution shares in excise revenuef the different alcoholic beverages have

changed over time, albeit marginally (Figure5). From 2014/15 to 2022/23, the share of
excise revenue from beer declined from 59% to 52%. The share in excise revenue from wine
and OFBs increased between from 14% in 2014/15 to 17% in 2022/23. As for spirits, the
growth in excise revenue resulted in amcreased contribution share from 27% in 2014/15 to
a peak of 35% in 2020/21, decreasing to 32% in the two following periods.
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Figure35 | Shares in real excise revenue for alcoholic beverages
[ Beer [ Wine & Other Fermented Beverages [JJ] Spirits

2014/15 RSk
2015/16
2016/17
2017/18

2018/19
2019/20 BEEES 16% 31%
2020/21 BEARA 15% 35%

2021/22
2022/23 PErAS

source: Natior easury UNU-WIDER. Excise o ind toba ) | 2023. Version 5.0. Nat |l Treasury
\nnual Budget vai le at htt y.gov.za/document tional yudget/( ult.a » Created with

Wine and Other Fermented Beverages (OFBSs)

The excise revenues for wine and other fermented beverages are grouped together in
the Budget Reviews. Using data from thesecure lab, we examine each component
separately to highlight their individual share to the total excise revenue for this budget line
(first four columns of Table21 and Figure ®). In Table21 below, the real excise revenue from
wine increased from R1.60 billion in 2014/15 to R2.39 billion in 2022/239% increase). Real
excise revenue fromOFBsincreased from R1.72 billion in 2014/15 to R4.08 billion in 2022/23.
The real excise revenue for wine and OFBs from the secure l@olumn a) compares closely
to the real excise revenue from the Budget Reviewsolumn b), shown A! Waq 6 IJWh G ¢ q & 6 LW
column of Table21.

Table21 | Real excise revenue from wine an@FBs(in billions), 2021 prices
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