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Beer made by an Australian owned brewery is becoming unaffordable — at the pub, your local
brewery or over a BBQ in your back yard. And frankly that’s un-Australian.

This isn’t new. The causes that have led us here have snowballed over many years. But by
ignoring this issue now — government are showing that they are out of touch with the average
Australian.

Communities around Australia benefit from having a local independent brewery. In fact, the whole
nation does as a result of our annual economic impact of $3.53 billion.

56% of independent brewing business are in regional and rural Australia — bringing with them skilled
employment opportunities, family friendly meeting places and unique visitor experiences.

Independent breweries employ 51% of all people directly working in Australia’s brewing industry
despite holding less than 8% of market share. We contribute 40,400 jobs and total wages of $1.88
billion each year.

Despite a constrained marketplace due to the two foreign owed multinational breweries, a
challenging economic environment, in FY24 independent breweries contributed a massive $10.8
million to local communities through initiatives such as donations; in-kind support; and sponsorship.

Put simply, independent breweries punch above their weight in their contribution to our culture and
community. People working in the industry wear many hats to keep afloat in a tough environment —
and yet they are passionate about developing craft manufacturing skills, providing a place for
community to gather and connect, create career pathways for young people and lead the way on no-
and low alcohol offerings. We are the adult beverage of moderation.

Independent brewing businesses contribute to the fabric of communities and are eager to continue
to employ, invest and innovate.

The independent brewing industry is dying a death by a thousand cuts —
which means that Australian consumers are ending up with higher prices
and less choice

Only the federal government has the power to make meaningful change in the two areas that are
causing the most damage:

1. Anunfair alcohol tax regime that means consumers can choose cheap high alcohol wine
based products while making moderate to low alcohol more expensive every six months; and

2. A market where consumer choice is lessened in venues around the nation due to the
outsized power of the foreign owned duopoly.

Our most recent member survey indicated severe issues for our industry, with 91% of respondents
saying they have been somewhat, highly or extremely impacted by the current economic
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environment and 66% of respondents stated that their business may not survive the economic
downturn.

In September 2024, 48% of our members reported that they are not able to sustain profitability.

In the period since January 2023, at least 47 breweries have entered voluntary administration, or
closed their doors however we estimate the true number to be much higher than that as a result of
guiet and unpublished closures.

No amount of innovation by breweries is going to change the fact that Australian’s increasingly can’t
purchase Australian owned beer at an affordable price.

Research conducted by KPMG in 2021, confirms that consumers (67%) feel it is important that craft
beer is made by independents and 74% claim that they value independent and understanding the
origin story of craft beer before purchasing it.

According to demographer, Bernard Salt AM, Australia’s:

. New generations and societal behaviours are evolving where societally conscious
consumers seek locally produced, sustainable products that make a societal
contribution.

. Consumers of the future are interested in more than just taste and is a market that is
more diverse than homogeneous. 2

Our small businesses are manufacturers and hospitality venues that choose to operate without the
reliance on revenue from pokies. In 2024, our members voted to change the definition of an
Independent Brewery in our Constitution to state that an independent brewery does not derive
significant income from gambling.

We know that the quality and innovative beer styles our members produce, the family-friendly
environments they create, and the relationships they have with their local community and
agricultural suppliers, are what Australians want. If government action isn’t taken to create a fair
playing field in the beer market — consumers going lose the option to choose independent.

Australia has one of the most restricted beer
sectors in the world — and voters want 53% of Australians

government action. want the ACCC to run
an inquiry into market

The lack of competition in the beer sector is damaging the
economy. It is hurting our nations cohort of small independent
brewing businesses, stifling entrepreneurship and innovation,
creating a roadblock to productivity, and limiting consumer choice.

share of the beer
market duopoly.

[Insightfully Consumer Survey

1 IBA Consumer Research Report, KPMG, 1 December 2021.
2 Bernard Salt AM, “Outlook for the 2020s: Brewing as an integral part of rebuilding a better Australia.” Presentation at BrewCon, 22
August 2023.
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The brewing industry in Australia is dominated by two Japanese owned breweries that have retained
their position as industry leaders for many decades and used their dominant 83% market share to
make market access extremely challenging for small brewing businesses.

Over half of our independent brewery members produce less than 100,000 litres a year. To put that
in context, Coopers Brewery, which claims to have approximately 5% total market share in Australia,
produced 78.7 million litres in 2023/24.3

CUB (ASAHI)
LION (KIRIN)
COOPERS | 78,700,000
5 INDIE BREWERIES | 30,000,000
14 INDIE BREWERIES | 5,000,000

96 INDIE BREWERIES | 999,000

0 200,000,000 400,000,000 600,000,000 800,000,000

Over the years the Australian beer market has been described as ‘one of the most profitable beer
markets globally.” This is due to the economies of scale afforded, in part, by an untouchable
market position held by the duopoly.

Broadly, CUB (Asahi) and Lion (Kirin) have been able to use their market power to:

1. Create lucrative tap contracts (including rebates and cash incentives) that lock up an
estimated 85% of beer taps in the country - limiting distribution channels available to
independent brewers and substantially reducing choice for the consumer.

2. Reduce competition by acquiring independent breweries that are in a significant growth
phase.

3. Negotiate key inputs at reduced rates.
4. Negotiate preferential treatment with the dominant retailers and Australian Hotels.

5. Replace employment with expensive technology that automating productions leading to
lower price point for their beer.

Many Australian hotels generate substantial revenue from gambling and then also enter into highly
restrictive contracts with the two foreign breweries — these prevent independent breweries from
accessing draught taps in these venues.

3 Extrapolated from publicly available information.
4 Budweiser Brewing Company APAC Limited, Global Offering, 5 July 2019.
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This cozy relationship means that independent hospitality venues who do not take a cash or rebate
incentives and choose to be gaming free cannot fairly compete for the consumer with on price, and
don’t have the same funds to invest in the hospitality experience.. .

Additionally, the most significant change in the Australian beer market over the past five years has
been the rise of home-brand/pseudo-craft beers offered by the major retailers - Endeavour and
Coles Liguor Group. They now claim 5% share of the beer produced in Australia as well as owning
a significant amount of the retail distribution points across the
country. This is a now a similar market share to Coopers
Brewery — which a 161-year-old family-owned business.

There are plenty of

The benefits that can be realised as a market-dominant brewery reasons to investigate the

or a dominant retailer mean that they can use they’re substantial beer industry.

marketing and sponsorship dollars to their advantage and

weather many of the challenges the broader industry faces with [Hon Dr Andrew Leigh MP, Assistant
limited consequences. Competition Minister]

In March 2024, the House Standing Committee on Economics

released its report from the Inquiry into Promoting Economic

Dynamism Competition and Business Formation — Better Competition, Better Prices. Chaired by Dr
Daniel Mullino MP, the report noted that “Australia has one of the most restricted beer sectors in the
world, with two large foreign-owned corporations dominating beer supply, and two large companies
dominating the retail beer sector”.®

The key findings of the Committee as it relates to the beer sector was:

“for some producers, such as the beer industry, it is worth exploring whether market power
exists upstream from the retail sector.

“There appears to be evidence of high margins in the beer brewing sector which may
indicate excessive market power. This would contribute to the high cost of beer for
consumers”.®

Assistant Competition Minister Andrew Leigh, is also on record saying that the Better Prices, Better
Competition Report “showed there is plenty of reason for the Australian Competition and Consumer
Commission to investigate the beer industry.”

It is clear that a structural change is required and that only the Government can achieve that.

Recent political polling shows that most Australians (53%) want the ACCC to conduct an inquiry into
the market share of the two foreign-owned beer companies, Lion/Kirin and CUB/Asahi, similar to
their recent supermarket inquiry.® Support increases to 60% amongst soft voters.

Australian consumers want to have the choice to buy beer made by local Australian businesses.
This public sentiment is not going away and voices will only get louder if nothing changes.

5 Better Beer, Better Prices: Report on the inquiry into promoting economic dynamism competition and business formation, House of
Representatives Standing Committee on Economics, March 2024, p186 at [9.57]

6 Better Beer, Better Prices: Report on the inquiry into promoting economic dynamism competition and business formation, House of
Representatives Standing Committee on Economics, March 2024, p196 at Box 9.2

7 Sydney Morning Herald, “The fight brewing over the beer giants that have captured the Australian market.” 29 April 2024. Available:
https://www.smh.com.au/politics/federal/the-fight-brewing-over-the-beer-giants-who-have-captured-the-australian-market-
20240425-p5fmju.html

8 Insightfully Consumer Polling, 2024.
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The alcohol taxation regime is unfair, antiquated, no longer fit for
purpose and needs to be addressed. Since 1983, excise tax on
beer has risen twice a year The tax on wine (WET) has not. We

A decrease in the
relative tax on mid-

have just experienced our 84" consecutive increase. strength beer would
contribute to the
For at least the last ten years, organisations of all stripes have been decline in overall

saying that the alcohol tax regime needs to be reviewed if it is alcohol consumption.
actually going to address its goal of harm reduction.

[Professor Kym Anderson,
The good news for health advocates is that Australians are drinking 2023]
less alcohol. And, when they do drink, they are doing so more
responsibility.

It is independent craft beer has led the way in providing no and low-alcohol beer options to
consumers— and adopted these options much earlier than wine and spirits. With one of the largest
mid-strength (3.5% ABV) markets in the world — beer represents the adult beverage of
moderation.

It is rise of independent craft beer (as a premium, higher priced, artisanal product) that encouraged
the change in consumer behaviour towards lower amounts of a higher quality product.

Since the early 1980’s, the retail wine price index has fallen by more than one-third relative to the
overall consumer price index, while the beer and spirits price indexes have increased by
approximately half.®

In real terms, this means that beer drinkers pay double the tax per standard drink compared to
bottled wine and eight times the tax rate per standard drink of cask wine.

Because of government’s distorted backing of the wine industry:

e A 1.25L of “Little Fat Lamb Hubbly Bubby Hard Sour Grape” at 8% alcohol is sold for
$8.99,° and
e A 4L box of “De Bortoli’'s Premium Old Tawny” at 17.5% alcohol is sold for $26.99.

In comparison a six pack of Bright Brewing Alpine Lager at 4.5% alcohol retails at $24.99 for a six
pack (2.13 litres of alcohol). And $4.39 or 17.56% of that amount is excise tax.

9 Anderson K. The emergence of lower-alcohol beverages: The case of beer. Journal of Wine Economics. 2023;18(1):66-86.
doi:10.1017/jwe.2023.8

10 Available: https://www.boozeit.com.au/products/little-fat-lamb-hubbly-bubbly-hard-sour-grape-8-1-
251?srsltid=AfmBOoplVWPRtBNws84qSfdz4IBauvpdwT9BIOIli4g5e4F1H Tqw3fT8

11 Available: https://www.danmurphys.com.au/product/DM_421927?store=3334&e_cid=ps:ds:GOOGLE:A212+-+Standard+Shopping+-
+LIA+-
+All+Products:All+Products:ds_keywords%3Dds_kw:PRODUCT_GROUP&gad_source=1&gclid=Cj0KCQiAwOe8BhCCARISAGKeD55_s
Gwzqj4roKaDV208tjO5HKexYYk-B6-D59qsAlIFF9169jnJWghwaApVdEALwW_wcB&gclsrc=aw.ds
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https://www.boozeit.com.au/products/little-fat-lamb-hubbly-bubbly-hard-sour-grape-8-1-25l?srsltid=AfmBOoplVWPRtBNws84qSfdz4lBauvpdwT9BIOIi4g5e4F1HjTqw3fT8.
https://www.boozeit.com.au/products/little-fat-lamb-hubbly-bubbly-hard-sour-grape-8-1-25l?srsltid=AfmBOoplVWPRtBNws84qSfdz4lBauvpdwT9BIOIi4g5e4F1HjTqw3fT8.
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1.25L 2131 4L
8% Alcohol 4.5% Alcohol 17.5% Alcohol
$8.99 $24.99 $26.99

Excise tax has risen 20% since February 2020, and around 21% of the cost of a 4.5% six pack of
beer is now excise tax.

The average price paid for a 425ml glass of beer at a venue in Australia has increased by 6.2% in
the last 12 months and since the start of 2022 beer prices have gone up by 10.5%.'? Consumers
are clearly paying more.

In 2023, an independent economist concluded that “a decrease in Australia's tax on and thus the
price of mid-relative to full-strength beers would encourage more substitution away from full-strength
beer, and possibly some also from wines and spirits. In so doing, overall alcohol and calorie
consumption would decline, along with health costs and some other costs of antisocial and unlawful
activities associated with binge drinking.”3

“Beer moderation has been a key contributor to Australia’s reduction in per capita alcohol
consumption over the past half-century”.4

It’s clear then that an infinitely increasing beer excise tax is not the solution for harm
reduction.

12 CGI by NIQ “Inflation and tax hikes raising prices and hitting sales in Australia’s pubs and bars.” 1 August 2024. Available:
https://cgastrategy.com/inflation-and-tax-hikes-raising-prices-and-hitting-sales-in-australias-pubs-and-bars/

13 Anderson K. The emergence of lower-alcohol beverages: The case of beer. Journal of Wine Economics. 2023;18(1):66-86.
doi:10.1017/jwe.2023.8
14 Anderson K. The emergence of lower-alcohol beverages: The case of beer. Journal of Wine Economics. 2023;18(1):66-86.
doi:10.1017/jwe.2023.8
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Polling of Australian voters conducted in September 2024, shows a desire for the Government to
stop increasing the excise tax rate.*®

In 2023-2024 financial year, independent brewers paid $157 million in excise tax.

Because excise is indexed to CPI and increases twice per year — small independent brewers are
forced to absorb the increases alongside the exploding costs of goods — to have any hope of
remaining competitive with the foreign owned duopoly or the home-brand beer from the retailers.

The cost of goods to produce beer have continued to increase at a rapid rate.

Between 2018 and 2023, the overall cost to the brewery of producing an IPA increased by 23.33% —
almost a quarter, while the recommended retail price for the beer rose by just 11.25%.

In other words, the cost of making a carton of IPA has gone up by twice as much as the cost to the
consumer. Moreover, the vast majority of that 23.33% rise has occurred since 2020, with the most -
steep increase between 2022 and 2023.

THE EXPLODING COST OF BREWING BEER 2018 TO 2023

Breakdown of costs based upon a carton of Hawkers West Coast |IPA

COSTTO BREWER > 2018 2020 2022 2023
Up 4.37% Up 13.21%
from 2018 from 2018 from 2018

COST TO CONSUMBER>  $75.50 RRP $75.50 RRP $75.50 RRP $84.00 RRP
No change No change

from 2018 from 2018 from 2018

15 |nsightfully Consumer Polling 2024.
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We acknowledge that cost of goods has a significant impact on profitability of small breweries but
those increases shouldn’t be ‘doubled down on’ by increasing excise at the same rate — especially
considering the rebate threshold is not also indexed to
inflation. .

Unlike the two large Japanese owned breweries who are 60% of soft voters, whose
estimated to have margins in the realm of 40% - small views are critical in an
brewing businesses have incredibly small margins. election, agree that the

. . Government should sto
With every small brewery closure, liquidation or P

administration process meaningful employment in
communities throughout Australian is being stripped away.

increasing the excise tax rate
on beer.

[Insightfully Consumer Polling 2024]
With 56% of our member breweries in regional and rural
Australia — that is a substantial loss to local economies.

As the costs (including excise) increase small brewing
businesses must, at some point past the cost on to consumers. The corresponding price increases
mean that consumers are increasingly unable to afford to buy a pint from Australian businesses.

Small brewers will continue to close and any market pressure on the foreign owned breweries
created by the collective independent brewing industry will dwindle, and consumers will be left with
limited choice.
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WHO OWNS YOUR BEER?

DISCOVER WHICH BREWERIES AREN'T INDEPENDENT OWNED
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