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IV. Alcohol Tax Evolution: Past, Current
and Future after AFTA & AEC
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Implications

¢ Alcohol is one of the oldest (9,000 yrs old) beverages and
reputed for some health benefits, if taking in moderation.

>>>>> 2, 3, 4 >>>>

« 2 types of alcohol — Ferment & Distilled are divided by 15
degree line because natural limit of 15% ABV as most
yeasts cannot reproduce beyond this level.

« Beer is the 3" popular drink in the world after water & tea.

* The largest alcoholic beverage firm in Thailand pay more
the 4% of fiscal budget.

« More than 30,000 people directly employed by Alcohol
Industry and 100,000+ more people indirectly by related
industries.

Alcohol, No Ordinary Commodity:
Fact & Puzzle — The Health Concern Sasin

In UK, one people die from heroin every 2 days,
but die from alcohol related every 20 minutes.
Thailand is the 5™ largest alcohol consumption
per capita in the world, just behind UK.

Alcohol is practically addictive substance that
can cause brain disease beyond reasonable
doubt if consume excessively.

Alcohol is generally associated with poverty.

Alcohol industry is typically “a natural monopoly”
due to its high political involvement and economy
of scale, but “freely operated” in Thailand.

Alcohol, No Ordinary Commodity:
Fact & Puzzle — Tax Issues Sasin

The more we hike tax rate, the more people
consume more alcohol per capita..Why ?

Thai obsolete tax structure that amplifies the
price disparity encourage people to drink cheap
beverage with high alcohol content.

Over 10,000 tons of Alcohol smuggling per y ear
and 90% of community “white spirit” production
are estimated to pay no-tax. (Dr Nipon)

Every baht that we collect, we has to pay roughly
two baht in health related and social costs.
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Fig. 30 b: Distilleries in Thailand and '3
UNDP Thailand Income Index (2007) Sasin

Why alcohol as addiction matters gauq

It affects our strategy for dealing with the problem
® Chisngmai
ngan (€ iongra For example ...
D Sy Addiction as choice control using deterrence
Kot 2, B + education
.N"mmﬂw&w
P S :
- Addiction as a mental control using treatment
{ disorder
sursfinant Addiction as disordered deterrence + education
choice + treatment
Evaluations on Measures: 1) Stop Advertising , 2) Prohibition
Source: during religious days, 3) reduce availability ...
And Thailand Humand D Report 2007 by UNDP.
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(2007)

Sales tax.
27%

Tobacco tax
2% Petroleum

Corp. prod. tax
income tax 4%
23% -
- ~a
Personal ! _Be;;"tax )
income tax -
1% Automobile
tax

Import duty 3%
5%

Source: CEIC, UBS

Fig 31a: Top 15 Health Risk for Thai men and ']
Women in 2004 (in term of DALY) Sasin
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- Alcohol has highest risk than unsafe sex for men, but less for women.

- DALY = disability adjusted life year.
- DALY = YLL + YLD where YLL = expected years of life lost and
YLD = expected years of lived with disability

-Total value = 1.25 million x THB140,000/person/year
= THB177.73bn/year of the loss of human capital or twice alcohol tax collection

Source: Thai Health Foundation (2008)
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Thai Beer Market Size & Sasin
Growth comparing to the World

One of the Fastest Growing
Beer Markets Globally

Largest Beer Market in SE Asia ] [
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Thai Spirits Market Size & Sate
Growth comparing to the World
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Fig. 15 Exice Tax Revenue statistics inelude all types of Excise Department+A2
Fiscal year 2003 — Monthly Gotober 2008 - January 2008

No.  Income categeries Callscted FY tadate  Collection last Fiseal Year
Oct2002- Jan 2008 Oct 2007- 2008
1 Taxes and fusl oi products. 073008 2535745
[ = e e o 330 e B oy
2 Alcohol taxes. 1174138 12.424.50
1 a 1
- - -
e
7
e
o
0
11 -Tax Servioes - Goff Course: 1250 15285
12 Taxincense products 8438 50.89
13 Taxglass and glassware 1323 28.84
14 Taxbesprnkle 1220 1053
15 Tancard 78 o7
18 Taxship 0 o
47 Tax brask of aimospheric 278 17
18 Tax marble ana granite. 0 0
19 Miscelaneous income. 17890 17070
otal 72.28352 e5.458.57
20 Taxrightolub and discatheque 3131 4001
21 Taxbathing facilties Er 68.3
22 Thelotterytax o 0
23 Telecommunications tax affairs 0 0
Total 897 10857
Total 72,370.49 35,565.74

Note: Data as 3t 27 Fedruary 2008,

Source: Excise Department, Thailand.
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Alcohol Tax Structure, as of March 2009 o

o
Excise Tax Local VAT |Thai Health| Thai PBS
Type of Spirits “Ad Valorem ‘Specific Tax 2] ) ) [3)
2] (bahtitres*)
1.Fermented (Tax ceiling) 60 100
1.1 Beer 60 100 10 7 2 15
1.2 Wine and 60 100 10 7 2 1.5
Wine Sparkling
1.3 Local Fermented Spirit 25 70 10 7 2 15
1.4 Other thanl.1-1.3 25 70 10 7 2 15
. Distilled Spirit (Tax ceiling) 50 400
2.1 White Spirit 50 120 10 7 2 15
2.2 Blend Spirit 50 300 10 7 2 15
2.3 Aleohol Spirit 50 400 10 7 2 15
2.4 Special Spirit
(1) Brandy 48 400 10 7 2 15
(2) Whisky 50 400 10 7 2 15
(3) Other than (1) and (2) 50 400 10 7 2 15

Note * litre of Pure Alcohol ; * Red — Tax Celing
*Chose either Ad Valorem Tax or Specific Tax rate at which ever is higher.

Source: Excise Department, Ministry of Finance as of May 2009




Excise Tax Revenue from Alcoholic
Beverage

Revenue From Alcohol Beverage Taxes
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Source: Excise Department, Ministry of Finance (June 09)

Volume by Type of Alcoholic Beverage .,,

Volumn By Type of Alocohol Beverage
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Source: Excise Department, Ministry of Finance (June 09)
Note that white spirit is classified under Vodka type asper WTO standard.

Alcoholic Produce in Thailand (2004) Sa

Number o Producer
Type of Alcoholdrink Sample Brand
Import Local

1.Fermented Spirit

11 Beer SINGHA, CHANG, HE)

1.2 Wine and Chateau De Loel, Kha
Wine Sparling

1.3 Local Fermented Spirit 23 major cases | U, Satho, Krachae

13 cases | 745 communi-

ty cases

1.4 Other than 1.1-1.3 SPY WINE COOLER

2. Distilled

2.1 White Spirit White Spirit28 30 35 40 Degree Brand Ruang Khao
28 degree

Community Distilled Spirit

22 Blend Spirit Chiang-chun, Hongthong, Golden Dra
Geases | 28 major cases Boon Gui Low, Fired Tiger, Gokden Karen
4525 commu-
nity cases
23 Aleohol Spirit Mae Kong, Crown 99
2.4 Special Spirit
(1) Brandy REGENCY, Hennssy
(2) Whisky 100 Pipers, J.W. Biack, Red Chivas Spey Royal

(3) Other than (1) and(2) Vodka, Gin, Rum §ifitr) Master blend ,Sacngsom

Note : pink — local spirit , green — import spirit

Local & Import Alcoholic Beverage

20,252

18.075 17.952 19.708

16,170

5,030, 497 3.885380]

2540 2541% 2542 : 2543 2544% 2545 2546% 2547 2548% 2549
1
Py
T
1
o¢al Distilled Spirit *Local Fermented Spirit *Import Distilled Spirit Import Ferment
hite Spirit —Blend Spirit, Special, -Fruit Fermented -Brandy (Hennessey,Remy Spirit
her(Golden Daago, Chiang-chun, Mae Spirit(Khao Yai, Chataeu martin) ~Grape Wine
long. Crown99.Saeng Som) de Loei, SPY , Cooler ~Whisky (Black Label,Spey

~Champagne

-Brandy (REGENCY) -Whisky (VO) Club) Royal, 100Pipers)

~Community Distilled Spirit -Community Local -Other

Fermented Spirit (Liqueur,Rum,Gin, Volka etc)

Local & Import Alcoholic Beverage by Volume

29% Market Share ™ Local Distilled Spirit 76.82%
irit 0.78% B Local Fermented Spirit 2,539,

W Tmport Distilled Spirit 18.72%,
mm Import Fermented Spirit 2

Y B | ocal Distilled Spiri

B ocal Fermented
B Tmport Distilled Spirit_ 2.62%
B _Import Fermented Spirit 1.31%

2544%

2545 2546 % 2547 2548*

te : *Tax Adjustment

After Liberalization:

1. More Local and Import Fermented Spirits 2.09% to 4.76%
2. More Import Distilled Spirit from 2.62% to 18.42

3. Less Local Distilled Spirits from 95.29% to 76.82%

Thailand & Int’l Trade
Agreement Timelines

[ 2002
o—

Trade Agreement
Bilateral China
Agreement Australia
New Zealand
India
Peru
Bahrain
Japan | | Tk
uUs
AFTA
BIMSTEC
EFTA

Framework Signed Framework Pending

Start Negotiating 4\ Signed Trade Agreement **====J» Enforcing

Source: Department of Trade Negotiation, Thailand. www.DTN.go.th as of 2008




Fig 25: Volume of Alcohol Consumption since Alcohol Tax
Adjustment 1993 to 2004 AD or 2536 — 2547 AD

£ 200 /
é’ 270 4 —e0, 276 2"
E—/ 250 4 - beoi 252 200

S

2536 2537 2538 2539 2540 2541 2542 2543 2544 2545 2546 2547

Source: IWSR; Average alcohol content from representative products

Source: Nipon et al (2007, Chart 6.3 on p. 6-7)

Excise Tax, Local Tax & Public Health Tax: &
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Fig 14c: Volume of beer consumption (notified
tax) by the price. (Millions of liters of pure
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Source: Nipon et al (2007, Chart 6.9 on p. 6-17)

Fig 23: Smuggling Channels of Alcoholic
Beverages to Thailand and its estimate in 2005
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Source : interview to Alcohol beverage wholesale , custom officer and excise office

Source: Nipon et al (2007, Chart 6.6 on p. 6-11)

Fig 27a : Numbers of Liquor
Selling License in Thailand
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Fig 27b: Number of Entertainment
service in Thailand in 2008
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Fig 36: Simple IT Infrastructure Proposal =
for Excise Department Sasin

Custom Dep

Conclusion (1) Sal;'in

« Alcohol industry is a big business that
generates jobs and revenue for our
economy at high social cost.

» Outdated Tax structure has de-merited
incentive for Thai people to drink cheap
beverage with high alcohol content. (Trade
down Behavior).

» The more we hike the alcohol tax rate in
the obsolete law, the more Thai people
drink alcohol !?!

‘ VAT ‘

xeise Tax | | Local Tax | | Health Tax Excise Tax | | Local Tax | | Health Tax

vV Tax‘

TV Tax‘

C.LF. + Custom Duty
Production Profit

‘ Cost or Production + ‘ ‘

Note: ET = Excise Tax and 10% ET = 10% of Excise tax collect

Source: Dr Bundit Sornpaisarn (July 13, 05) with update modification from authors.

Conclusion (2) Sasin Sasin
To earn additionally THB30bn tax per year and to
improve overall social welfare, we recommend
- 1stbest solution: is to have tax rate that is
according to alcohol content by amending its law.
- 2nd pest solution is to have synthetic volume
bgtied r|at§/|th|2t |Z.prot[_)ort|onal to alcohol content | love emails.
with only _0 S W?(? 'Ve'_ Please, kindly send me comments to
- To modernize administrative system and Pongsak@Hoontrakul.com.
to digitalize the tax administrative process to All rights reserved @ 2009.
track, acquit & audit foregone taxes & its
leakages in effectively & timely manners.
Appgndix . » Appendix | : »
Thailand’s taxation on Alcohol Sasin Inclusive & Exclusive Excise Tax Sasin
« Customs Duty (60%, 5%)
If before tax price is 100,
« Excise Tax( Specific, Ad Valorem) _
+ Local Tax (10% on Excise Tax) the inclusive excise rate is 176.5 Baht, Excise
therefore selling price is 276.50 Baht. Tax
+ Health Tax (2% on Excise Tax)
+ TV Tax (1.5% on Excise Tax) B_Tf:;e
Price

Excise |[Local

Exclusive Rate
Tax Tax

Before Excise ||Local } Inclusive Rate 60% =

Tax .
0
Price Tax Tax Exclusive Rate 176.5 %

Inclusive Rate




