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Concerns brewing
over liquor tax

Treasury considering
raising certain alcohol
excise duties in bid to
curb excessive drinking

BY KHULEKANI MAGUBANE

@ The alcohol industry is holding its breath
after a recent meeting with the National
Treasury 1o discuss possible changes 0
aleohol excise duties that eould raise beer
excise by 20%, among other measures.

s understands that the

ual meeting with aleohal
producers in November 1o discuss proposed
excise adjustments to wine and beer aimed
at reducing alcohol consumption.

Aleohol companies confirmed the
meeting, with wine, beer and spirits.
producers warning that excise increases that
push prices above inflation could drive
consumers owaeds the illicit alcohol market

undermining both revenue collection amnd
efforts w reduce consumption.

Business Times sent questions 1o the
Treasury this week, did not receive
respanses by the dea . The South African
Revenue Service said tax policy formulation
was the responsibility of the Treasury.

“Sars” rale is to administer and collect
taxes once tax policy has been finalised and
enacted into law. While Sars makes input
during tax policy discussions, [the] Treasury
leads and is responsible for the development
and formulation of tax policy.”

An SAK spokespersan confirmed on
Friday that the Treasury has been engaging
with the indusiry as part of the Lax policy
review process and that the beverages
company has made a submission.

“We have made a formal submission to
the tax policy review process. Excessive
exrise increases have the uniniended
consequence of fuelling the ilicit alcohol
market, which undermines compliant
businesses and weakens their
ability to sustain jobs
and contribute to the
economy.”

Clting research,
the spokesperson
said illicit aleohol
accounts for
about 18% of total
aleehol
consumplion in
South Africa. Policy Rico Bassan
proposals —
including a 20% increase in excise on a
standard beer — must be carefully assessed.

“While we acknowledge and welcome the
minister's commitment to strengthening
Sars’ capacity to combat illicie trade, we urge
[the] Treasury to avoid palicy interventions
that may have the opposite elfect by lurther
incentivising illicit activity.

“In line with our position that the excise
policy should provide tax certainty, we look
forward (o an excise tax increase on budget
day in line with projected inflation for this
year”

Rico Basson, CEO of SA Wine, said the
group had engaged the Treasury “specifically
on wine excise policy, its economic impact
and the sustainability of the wine value

rimary concern for the wine
indusiry is the long-term sustainability of
wine production, particularty profitability at
the farm level, which is under severe and
sustained pressure

“The wine Industry is currently
characterised by declining profitability, with
a growing proportion of wine grape
producers operating at a loss; rising input
eusts, inchuding labour, energy and logistics
and declining vinevard area and ageing vines,
due to insulficient reinvestment.

“In this context, policy certainty and 4
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stable regulaiory environment are crucial for
enabling producers 1o plan, invest, and
remain economically viable,”

Basson said 5A Wine has submitted o the
Treasury that the current excise tax
incidence on wine :l]nlal.ly exceeds the
long-standing policy target of 11%, and has
steadily increased over time.

The Treasury's proposal io ralse the
benchmark tax incidence for wine to 16%
represents a 45.5% increase in the tax
burden, which is materially higher than the
proposed relative inereases for beer and
spirits,

“Achieving a 16% tax incidence would
require repeated above-inflation excise
Increases over several vears. Under the
proposed alcohol-based tiered taxation
system, most wine would in practice excesd
even the 16% benchmark. with effective tax
incidence rising to between 17% and 21.8%
for the majority of products,

“This would place South Alrica
significantly out of alignment
with intemational norms for
wine-producing countries,
where wine excise is typically
low or zero.”

SA Wine has proposed that
the Treasury limit excise
increases on wine o the

volumetric taxation for wine,

aveld ralsing the benchmark tax incldence 1o
1%, and address alcohol-related hanm
through more effective enforeement of
exlsting laws rather than the continued
layering of new regulatory and fiscal
measures,

Sibani Mngadi, corporate relations director
af Diageo South Alrca, said the company is
participating in the stakeholder consultation
process on the review of the current excise
tax policy by the Treasury.

“The large tax Increases on spirits over the
vears have facilitated the exponential growth
of illicit trade, which now stands at 18% of
the spirit category, translating to a R16.5bn
loss in tax revenue o the government per
annum,”

The review document published by the
Treasury in 2004 acknowledged that spirits
are disproportionately taxed compared to
other categorles,

“Excise tax is the maost significant
component of the price that consumers pay
when they buy a spirits product, cumrently at
a fax rate of R84.46 a 750ml bottle.”

Mngiadi said while a 750ml bottle of a

Concerns brewing over
liquor tax proposals

category-leading vodka and gin brand retails
at about K170, at least 56'% of that is
collected by the governmeni as an alcohol
ax.

“We have calied for a freeze in further tax
increases for spirits 1o contain the rapid illicit
growth, while also adjusting the spread in tax
burden within the legal aleohol segments.”™

In an excise policy document, the
Treasury said the current excise struciure
and annual adjusimeni have also resulied in
the differential in the excise duty per litre of
absolute aloohol content widening over time,

“For example, the beer and spiriis excise
duty differential has widened 148'%, while for
wine and spirits it has widened 136%, The
differential between malt beer and wine has
widened at a lower rate of 118% over the
2012713 to 2023/24 period.

“There is some concem that the widening
tax differentials may be distorting
competition in the aleohol Indusiry, and has
raised questions for those who argue for all
alcoholic beverages w be taxed o the
same rate based on alcohol content,

*According o the South African

Wine Industry Information &
Systems, based on alcohol
content, beer represented 55.5%
of the market, with
ready-to-drink at 9.7%, wine at
15.8% and spirits ar 18.9%."
A paper titled *A review of alcohael

consumer price index, retain Sibani Mngadi excise taxation in South Africa™ by

the University of Cape Town's
Research Unit on the Economics of Excisable
Products, has been broadly cited in these
discussions.

Aocording to the paper, In 2024/25, South
Africa’s excise taxes on beer and ciders were
al R135.89 per litre of absolute alcohol, while
for spirits it was R274.39 a litre, Excise taxes
on wine were R5.57 a litre,

“While SA's excise tax policy framework
has many positive leatures, we provide
recommendations o enhance the current
polley framework. The main weakness In
[the country's] excise tax policy is that wine
is taxed (oo low.

“The special treatment thal wine receives
has a long history. Likewise, the excise taxes
on beer, traditional African beer powder and
instant beer are also very low.”

The paper recommended that the taxation
on wine be reviewed, as “the cost per Here of
absolute alcohol is much lower for wine than
for beer and spirits®.

It also recommended that the government
“increase the exclse tax on beer, given that
beer is the drink of choice among South
Alfricans who drink excessively”.
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