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he same drink of alcehol can generate

a pPenigni feeling of prosperity,, or
MOIOSENESS OF Stupor:.

Fhe immediate healti effiects may: e

PenIgn (or even: beneficial), o
may; resulit I hami: Injury. er death




Externalities

The social cost of an activity' Is the tetal off all the' costs
asseclated wWithiit, Including

- e costs boerne by the ecenemic agent Invelved and
- allf costs| herner by seciety at large.

li"social costs are greater than: private costs — the costs of
purchase’— then' a negative_externality’ IS present.

When the malket ecenemy. IS Working effiectively and there
are ney external secial costs, the rationall consumer Will enly/
puUrchase and consume: the product I It st moere: valualsle
than the price paid for It.

Alcoholic beverages are one off a number of preducts for
Which the purchase price cannot generally egual social
costs because the social cost of each unit ofi consumption
varies greatily.




‘Misuse’

Where: the: consumpiion generates; eUicemes
Which Were unintended: By the censumer
and not taken 1Inte acceunt WHAen the
puUrchase/dinking decision Was; nade.

Prefenred 1o albuse’ In order ter emphasise,
that much alcehel censumption: is: useful,
I the sense of Its social Impact 1S henign
o even (mildly) beneficial.




crime

he phaimacelegicallmoedel: intexication
encourages the commission of crmes Which
ethenvise woeuldrnet have Been committed:

2. llhe ecenemic means model: crmes are
committed te fiund alcehel consumption.

3. Ilhe systemic moedel: the illegal economy. (as: in

Unlawititprewing er distillingl er: sale: ef liguer).

4. he substance-defined modell actions: are
defined as being crminal oy laws Which
rfegulate drug use, suchi as drunkenness ina

pUBlic place, supplyingl uUnderage or drunk
people and diink-drving.




Diseases (DPrinkers)

Epidemiology. details, the disease censequences of alcehel
misuUse on the health of the consumer.

Misuse ofi alcohol shortens the life and decreases the
guality experienced by the living.

Valuation efflifie: QALYS (guality: adjusted life years)

he monetany value en liie: Willingness-t1o-pay?

Better to report the costs of alcehel misuse in two
components: the tangible cost (the reduction: in material
preduct avallable) as a proportien ofi GDP, and the
Intangible cost (the reduction I the quality. hifie) relative 1o
the total value ofi life.

The beneficiall effects firom alcohol consumption?




Harm to Others

1. Children borniasi the result of ani unplanned
conception as a result e intexication;

2. Eeetal Alconol Syndrome: andl Foetal Alcehel
Effects

3. Those clese; tortne drinker Who: may EXPEFIENCE

pain and suifenng, anuse, Vielence, Injury and

death;

4. e puklic at large Whe: may: experence: pain
anadisufifering, vielence and death including from

moter vehicle accidents.

There are rarely good estimates of these
phenemena. Iheincidence and cests vary frem

COUNLrY: tor cCountRy.




Motor Vehicle Acclidents

Production Losses

1, Reduced workforce Size as a COnseguence of
deauly or premature retirement;

2. Absenteersm from SICKNEess; or INjury/;

3. Reduced on-the-jol productivity ffemi sickness
QI IRjury,

Public Spending
iHealth care
Soclall SECUrLY.
Iraffic Management
Justice and corrections
Other
Tfaxation Reductions




Are Drinkers Rational?

It IS’ assumed that people value what they
purchase at least at the purchase: price and
tsuially, mere.

Bt are: alceholldinkers ratienal - When they. are
drunk or addicted?

Tine incensistent: decisions: a consumer plans, te
have:a coupler drinks, drnks moere; anditne
fellewing day. regrets the change: of mina.

Seciall cest estimates do net Include: the: cost of the
[eseurces Used in preduction anad: paidl fieli by the
CONSUMEr: since: they: are: offset by the
consumption

Unplanned constumption;, WRIchiIsistoseguently.
regretted, IS a waste and should not he valued
at the full purchase price.




Calculating Social Costs

Economists sum total of the net sociall costs of
alcohel misuse.

ECcOonNomIc cost studies; areworthwhnile:

- anecaotes and heurstic guesstimates are
Unattractive

- Sy/stematic estimates expose data gaps;, and

- the relative Impertance Varous Impacts

RIgorous econemic theory: = compatinle: With; cest:
pPenelit and cost effectiveness evalliations.

Comparakle’ data acress countres; and threugh
time = tracing Impact of alcohoel misuse =
evaluation efgains frem; effective measures.




(TANGIBLE) SOCIAL COSTS OF ALCOHOL
AS A PROPORTION OF GDP

Countny. Austiralia Canaeda
Year 1998=9 1992
Crime, Law and Order A2% .20%

Health Care Costs .03% .19%
Less) of Production 23% .60%
Motor Venicler Aceidents, .24% .07%
Other Government

Resource Costs lclueed elsewhnere .03%
etal 9296 1.099%6




Specific alconhol taxes were Imposed because they.
were easlly collected! at brewery, distillery: or
port.

Later ‘sin’ taxes

More recently, alconol taxes have Ween Justified oy
therecenciling private and social Costs| of

alconol censumption;, Intermalising: externalities.

- the; igher pricersignals discouraging them
firom additienal- consumption.

- the additienalpublic revenue: may. be Usead o
effiset the costs.

AR apprepriate taxation regime? But the same
diink can generate different social coests.




Should the total revenue from alconol specific
taxation exactly cover public costs?

he revenue ceuld be higher, to send a stronger
signal to the marginal dink that the: seciall cests
are higher.

Wellare gainsi from: taxes; for: time inconsistent
ENAVIOUK

Consumpiien off teenagers anal binge: dinkers; s
cut hack i faced With RIGREN PrICes;

A optimall taxation' regime onsalcohol is likely to
generate more revenue thanithe immediate
soclall costs.




Evidence s langely: anecdotal that different forms
of alcohel — wine, Beer, or spirts — Induce
different levels, ofi seciall costs.

Shpuld the level of alcehol speciiic taxation snould
pe related ter the guantity’ ofi anselute alcohol
rather than the Value or tyjpe: of drink?

(FRisiwoeuldiimpose: more: heavily: en low:valte
diinks.)

lax 1o target the minimum: cest of alcehno)?
(Cheap drinking Is Where the heaviest secial
costs occur.)




Nor country: has an economically’ rational
alcohel taxation regime.

Revenue considerations still remain
Important -plus' practicalities.

Vederate dinkers aleé: a fiormidanle
political group: (Social cost estimates

ConVey. they: are paying for the: external
COStS generated by ethers.)

faxesiare a useful means; of reducing
alcehol misuse; but they: target clumsily
and cannet e relied tpon: by themselves.

Other measures (such as drink drving) are
NEecessary.




Cultural Change Strategies

De We! focus teo mUCch 0/l SUcCh eCoRnemIC
strategies terdeal withralcelnol anuse,

and dent think enelghrabeut cultuiel factiors?

Australasia, led by New: Zealand), have embarked
@I pPregrams o' changing the drnnRking culture.

“|t'si not What youl have been diinking. Iit's hew.
youlhave been drnking.* (Www.alcohol.0rg.nz)
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