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27 October 2020

$9(2)(a)

Thank you for your Official Information Act request, received on 28 September 2020.
You requested:

1. All briefings, advice and correspondence received and/or prepared by the
Treasury related to the 2009 Marsden Jacobs Associates report entitled, The
benefits, costs and taxation of alcohol: towards an analytical framework; and

2. Copies of all correspondence and other records of contact between
representatives of the alcohol industry (including retailers and hospitality) and the
Treasury since August 2008. This includes a list of all meetings, meeting notes,
emails and attachments, Power-Point slides, letters, text messages, diary entries,
briefing notes, and other such methods of correspondence.

Information being released

Please find enclosed the following documents:

Item | Date Document Description
1. 29 January 2010 Letter to Sir Geoffrey Palmer on Alcohol Excises
2. January 2010 Briefing for John Whitehead on excises taxes on alcohol

| have decided to release the documents listed above, subject to information being
withheld under one or more of the following sections of the Official Information Act, as
applicable:

o section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions.
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Information publicly available

The following information is also covered by your request and is publicly available on

the Treasury website:

Item

Date

Document Description

Website Address

3.

August 2010

Alcohol Reform 2010: Regulatory
Impact Statement

https://www.treasury.govt.nz/site
s/default/files/2010-08/ris-
justice-ar-aug10.pdf

Accordingly, | have refused your request for the documents listed in the above table
under section 18(d) of the Official Information Act:

¢ the information requested is or will soon be publicly available.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.

This reply addresses the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

Felicity Barker
Team Leader, Tax Strategy



https://www.treasury.govt.nz/sites/default/files/2010-08/ris-justice-ar-aug10.pdf
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THE TREASURY

Kaitohutohu Kaupapa Rawa

29 January 2010

Rt Hon Sir Geoffrey Palmer i @

President

New Zealand Law Commission
PO Box 2590

WELLINGTON

Dear Sir Geoffrey

The benefits, costs and tax@f

) )

Following our discussion as few weeks a %T\j rtook to write to you outlining
Treasury’s thoughts on t rt) prepared- Jomimission on the benefits, costs and
taxation of alcohol by M cob Ass@g’r&}te‘ .
w:’/C//"\ \ —/
ep as a va contribution to the existing literature on the
€ paper presents a balanced consideration

Treasury regards the p.
consumption of a ‘%\j\oi\' New Zealand.
of both the ec lic costs and F&%ts nd should serve to advance the debate on
the appropria@zettings. %

paper ben m distinguishing between different value judgements
and their analytical implications, which has been a major point of contention in recent

ac%c disputes. ile\aspects of the paper remain open to challenge, such as

N
rq§ an analytical framework

estimates-of price gl\;isu\ ies for moderate and heavy consumers of alcohol, this is
unlikely-to unde%th/e main conclusions of the report.
ab

The report is ) or departing markedly from recent analysis of the cost and
benefits of a consumption in the New Zealand and Australian context by relying
heavily on the policy-analytical framework developed at the University of Sheffield. This
framew ’rQ’ra not been previously considered by the Treasury. Given the dependence
of the report’s conclusions on this framework, we consider that some form of
independent quality assurance would be prudent.

In a very broad sense the report is consistent with the Treasury’s current approach to
tax policy, which has been informed by the recent Tax Working Group (TWG) process.
Treasury recognises the need to reduce taxes on capital and labour and supports
funding these reductions through increases in taxes least likely to reduce welfare.
Welfare losses from excises taxes on alcohol are likely to be lower than for many other
forms of tax.
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20200340 binder Page 2 of 4

More specifically, the report relies on recycling all revenue raised from increased
excise taxes directly to taxpayers via a rebate or a reduction in other taxes. By doing
so, the report concludes that welfare can be enhanced despite conservative consumer
sovereignty assumptions. This revenue constraint needs to be clearly conveyed when
any policy recommendations to increase the excise rate are made. In particular, using
any increased excise revenues as “tied taxes” to fund the costs to Government of

alcohol consumption would violate this constraint. i é

Overall, the paper provides useful insight into the merits of ch s to exqféé7t§§ on
alcohol. However, the analysis assumes that other policy settings rem i\qf\\{hcl}a‘nged.
Treasury considers that any attempts to reform nd’s quugr\géyv/s should
poli

consider a range of legislative and regulatory es. As the M en Jacob
Associates paper acknowledges, to the extent g}\@f;her policies are.implemented and

are effective, less reliance might be placed ré xcise tax to reduce
alcohol-related harms. %

)

Yours sincerely

John Whitehead \5

Secretary to the Treasury
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Excise Taxes on Alcohol — Conversation with Sir Geoffrey Palmer, 20 January 2010
Briefing for John Whitehead

Sir Geoffrey Palmer has sought a discussion with you about a paper commissioned by the Law
Commission on excise taxes on alcohol. The paper was written by an Australian economic
consultancy, Marsden Jacob Associates. This note provides a brief background on the paper and how
the paper’s conclusions fit in with the Treasury’s current approach to tax advice.

Key points on the Marsden Jacob Associates paper:

Y
1) The paper is a valuable contribution to the literature and-pr a far more b{laﬁged
consideration of the economic costs and benefits of e es'thanw \Eyp\\l\ga,[during

earlier debate. VoS
2) The paper benefits from clearly explaining the i j
assumptions and relying on conservative assu p@qh i Ism in conclusions.
3) Given the topic being debated, there will li \f?r\\ued d“él‘:);ai‘fe\ ut the economics of
excise taxes. This is expected due to the ifficult i Lg%Ti\n\/{\olved. While there are
e, th

sections of the paper that can and sho lebated (for e e assumptions around
price elasticities of moderate and heav I| of the excise to target
cheap alcohol) these aren’t fundamental problems w(tl*\@he aper and shouldn’t undermine
the main conclusions of the pa egrs \V ~/

4) In saying that, the paper draws ily on a stu y fre e University of Sheffield which has
not been widely publicisedor con§idzr(ed in New Zealand and Treasury has not analysed this

@)prudent to k ni dependent QA of the MJA paper.

enerate ;(po?rg e cost/benefit ratio the paper relies on

recycling any tax reve ised fromr 'rg\reaséd excise taxes via a rebate or through a
o e\ WA \,/ i .

reduction in other taxes, This revenue constraint on the Government is a critical aspect of

the report because it allows for anir

paper. For this reason i
5) Most importantly, in

consumer sovereignty. If recommendations are made
to Gover increase th tax rate on alcohol on the strength of this report, that

~ \i/\\/
Key points ‘onz e current ction of tax advice:
asury has sp/qnf al ore time considering the work of the Tax Working Group (TWG)
thah we have \Q\exz\:}sies and this process has led Treasury to rethink some of our basic tax

“Ramsey principles”, we now recognise the need to reduce taxes on
investment/companies to remain competitive and to reflect the different elasticities for

ce ‘\'\t@)a\ d labour. Accordingly, we don’t support rate alignment any more.

8) T?]%ﬁﬁ ight does allow us to take more account of the same kind of issues in excises —we
need to ensure excises cover at least the net social costs of alcohol, and we can also be more
open about the point that the welfare losses from raising excises are likely to be lower than
for many other forms of tax.

9) A major issue for tax design would be how best to integrate the timing of any excise tax
changes into whatever the Government decides to do in response to the TWG report, and
with cigarette excises. The point that concerns us now is if there was to be an increase in
GST, the Government would almost certainly want to fully compensate lower income
people. Increasing alcohol and tobacco excises at the same time would affect the same
groups as well — and we don’t want to reduce the overall living standards of lower income
groups.
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