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1. Background

From 2016 to 2020, the National Drug Research Institute (NDRI) produced a series of
reports estimating the social and economic costs in Australia of the following drugs:
tobacco?, opioids?, cannabis®, methamphetamine* and alcohol®. Reflecting their
societal perspective, these comprehensive estimates cover the direct and intangible
costs of premature mortality, morbidity, health care utilisation, workplace, road
accidents, lost productivity, and costs to the criminal justice system. These influential
reports have been widely cited, as recently as the 2023 report ‘Alcohol, tobacco &
other drugs in Australia’ by the Australian Institute for Health and Welfare (AIHW)

and the 2022 report ‘Understanding the Cost of Addiction in Australia’ by Rethink
Addiction and KPMG®’. However, these reports are now several years old and are
also not directly comparable as they were conducted in different years. Updated and
comparable estimates on the economic burden of alcohol, tobacco and drug use in
Australia are required by policymakers to inform priority setting and the development
of appropriate policy responses.

2. Methodology

2.1 Methods of the NDRI studies

The NDRI reports estimated the net social cost of alcohol, tobacco, and drug use of
one particular year, respectively. Study years were selected based on data availability.
In each study, cost calculations were based on the prevalence approach, focussing
on the costs of harm that occurred in the study year. For example, the number of
deaths and ill health associated with alcohol, tobacco and/or drug use, and the
long-term future costs of lost productivity associated with those deaths. Due to
differences between drug types, there are some differences in the costs included and
minor methodology variations across reports. For instance, in the case of tobacco
use, additional analysis was required to account for the time lag before mortality and
morbidity is experienced. Prevalence and cost data was obtained from a wide range
of sources and in the case of missing or incomplete data, assumptions were required.
Due to these uncertainties, each report provides a best estimate of costs, with a lower
and upper range.

Reported costs are categorised as tangible or intangible. Tangible costs are

those which are quantifiable based on existing market prices and are relatively
straightforward to estimate. For instance, they may include the cost of additional
health care or the lost value of expected lifetime employment. On the other hand,
intangible costs are those related to reduced quality-of-life, including the social and
emotional costs of disability, physical suffering and psychological distress.
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These costs are not limited to those who use alcohol, tobacco or drugs alone, but
may also be experienced by their partners, families or social networks, as well as
victims of crime. The NDRI reports estimate intangible costs using what is known as
the ‘value of a statistical life year’, which accounts for lost productivity and lost years
of being alive or in full health.

2.2. Aims

The objective of this work was to update the societal costs of alcohol, tobacco
and drug use reported by the NDRI. To adjust these cost estimates for health care
inflation, historic and latest available price index data for the health sector was
sourced from the AIHWS®. The national total health price index shows the amount
of change in average health prices from year to year at the national level and can
be used as a broad deflator for the health sector. The health care inflation index
ranged from 1.91% in 2013/14 to 2.83% in 2021/22 (range: 1.66% (2017/18) - 2.83%
(2016/17)). Updated estimates were calculated by adjusting the costs reported for
each substance by the relevant annual health price index. Between 2020/21 to
2021/22, health prices grew by 2.83% on average. This average rate was applied to
project costs to 2022/23. Applying a fixed rate of inflation to the health sector is a
relatively conservative approach considering recent reports of increased hospital
costs . Moreover, while general inflation is expected to decrease by 2023, the cost of
health goods and services typically experience higher inflation?.

Results

The total social and economic cost of tobacco, opioids, cannabis,
methamphetamine, and alcohol use was $257.1 billion in 2021/22, an increase of
12.3% from the original total estimate. In 2022/23, the projected total combined cost
of all drugs was $264 .4 billion, an increase of 15.7% from the original estimate. On
average, costs per drug increased by 13.5% from their original estimates to 2021/22
and by 16.3% to 2022/23.

In 2022/23, tobacco use was the largest contributor to costs ($159.7 billion, 60.4%),
followed by alcohol use ($574.9 billion, 28.4%). Intangible costs associated with
premature mortality, calculated using the value of a statistical life (VoSL) approach,
were the main cost drivers. In 2022/23, this domain accounted for 67.3% (5107.5
billion) of total tobacco costs, 64.3% (511.8 billion) of total opioids cost and 38.8%
($29.1 billion) of total alcohol costs. Smoking attributable ill-health accounted for
18.7% ($29.9 billion) of total tobacco costs and disability-adjusted life years (DALYs)
due to alcohol consumption accounted for 31.0% ($23.3 billion) of total alcohol
costs. Taken together (opioids, methamphetamine and cannabis), the cost of illicit
drugs amounted to 11.2% ($29.7 billion) of total drug costs in 2022/23.
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Table 1. Total societal cost by drug type by estimate year, AUD, billions

Original NDRI

. 66.8 136.9 15.8 5.0 45 229.0
cost estimates
Updated costs
Do20/o) 72.9 155.3 17.9 59 51 2571
FiojEcine Coni 75.0 159.7 18.4 6.1 52 2644

(2022/23)

Table 2. Total societal cost by drug, FY2022/23, billions

Tangible costs 204 22.5 6.6 5.1 5.1 59.6
Intangible costs 54.6 137.3 11.8 0.9 0.1 204.8
Total 75.0 159.7 184 6.1 5.2 264.4
Proportion of total 28.4% 60.4% 7.0% 2.3% 2.0% -
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Figure 1 shows the total tangible and intangible costs of alcohol, tobacco and illicit
drugs for 2021/22 and projected costs for 2022/23. Figures 2 to 4 provide a breakdown
of the total costs for alcohol, tobacco and illicit drugs by domain for 2022/23. Costs by
tangible and intangible domains are provided in Tables 3 and 4.

Figure 1. Total tangible and intangible societal costs of alcohol, tobacco and illicit
drugs, FY 2022/23, billions
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Figure 2. Societal cost of alcohol by domain, AUD 2022/23, billions
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Figure 3. Societal cost of tobacco by domain, AUD 2022/23, billions
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Figure 4. Societal cost of illicit substances by domain, AUD 2022/23, billions
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4. Discussion

The social costs associated with alcohol, tobacco, and drug use in Australia are
substantial. The tangible costs alone are projected to have reached $59.6 billion

in 2022/23, largely driven by the cost of tobacco ($22.5 billion) and alcohol
consumption ($20.4 billion). Intangible costs are projected to have reached $204.8
billion in 2022/23, mainly premised on the value of a statistical life year, and lost
quality of life and productivity. Tobacco use accounts for approximately two-thirds
(67.3%) of this amount.

Comparing different cost estimates of alcohol and drug use is impaired by the range
of economic models, various costs and conditions included. Nevertheless, it is
promising that these updated figures align with those published by Rethink Addiction
and KPMG in 2022 on the cost of addiction in Australia®. That report estimated that
the tangible total costs of alcohol, tobacco, other drugs, and gambling addiction
equate to $80.3 billion. However, including intangible costs would increase this
amount to approximately $250 billion. As reported here, costs are largely driven by
tobacco related harm, including $134.2 billion in intangible costs.

Lastly, as the NDRI reports were based on prevalence rates, changes in alcohol,
tobacco and drug use patterns may introduce some uncertainty over these updated
figures. For instance, the long-term reduction in tobacco consumption, increased
usage of vaping, the role of medicinal cannabis, changing trends in alcohol
consumption, and new illicit products on the market may potentially affect societal
costs. Similarly, it is worth noting limitations of the original NDRI reports, including
the absence of certain cost domains such as harm to low-risk consumers, and,

in the case of alcohol costs, the inability to quantify the costs of foetal alcohol
spectrum disorders due to insufficient data. It should also be acknowledged that
the updated costs provided in this report may differ based on the deflator. However,
given that the majority of these societal costs are incurred in the health sector, the
health price index was deemed more appropriate than the consumer price index.
Given these uncertainties, there may be potential value in a new study on the
societal costs of alcohol, tobacco, and drug use in Australia.



‘Bunjows wolj Buisiie sy pue sa1i01eIoge) aUlsapuUer)d ‘saseydind 022ego) JO 150D By ajdwiexa
Joy ‘Bnup Ag JaIp 18y} SISOD pue SODIAIDS UONDNPaJ LWIeY pue uohuaAaid qusuuiealyjew pliyd Buipn)oul SIS0 J3jjewus Jo abues e spn)oul ,s3sod ajqibuel JaY10, «

S3s0D 9)qibuey

- %58 %98 %011 %9Le %' Vs 1€103 4o uoipodoid
188°622°L£9'6S 865'9¢9'V60'S  0/2'¢eT'2ET'S 995'¢66'2/5'9 8TT'84T'2St'22 0g£¢'8g2'58¢°02 s1s02 9|qibuey je10)
80T'669°792°0T v2e'ees '8rs gLL'0TT'E9Y 851602922 8906867599 906'£56'T9¥'C xS¥502 3)q1buey JBYIO
0£0°61£'942T - - - - 0£0'6T7£'942°T saseydind joyooly
0£2'09T'£29°¢ £56'812'92¢ g6y’ L2y TST £92'2/L'09S - $SSTv/'889°C sayseJsd dyjel) peoy
L18'%0G'0S2'TT 80T'¢89'66/C 0252'5e6's 7959912607 - ¥01'c0g'esy's donsnfeulwild pue swilDd
£0S'76G'9¢8TT 2I¥'£29'¢S9 0£0°0£T'0S¢ ££9°29T'GeS 60T0L9T8'S G/£'086'6LV'Y 9oe|d)I0M
ST1'198°£18°¢- vSe'ess- - £L69°089°T9T- ¥91'811'959°2- - S3S00 aJedyyiesy paploAy

S P _ et _ — aJed juanedul
08t¥£0C¢'SvcT 61T TV6 611 /6116 06¢C 882192 708 pue AIpIGIoW 1edsoH

e, . — o B o, S350 Yyeay
669¢181¢21¢2T Y¥6'690'¢89 0£620T¢ve 986'G/L /96 7059200616 L 9¢¢1987¢21¢°¢ JOU30 pue 21edyNesH
0S0'S6L'¢¥L'0T 6809LV'VE 20.4'2¥S'190°¢ 099°2¢6'6TLY 665'c8'/26'C Ayenow ainjewsaud

£2/2202A4 ‘@dAy bnup Aq s3sod jeyaidos a)qibue] ¢ ayqel

¢2/220z 'ellensny ul asn Bnip pue ‘022eqo) Joyode JO SISO DILIOUODS pue |e1Dos payepdn



syodal YN 1eulblio ayy ul sulwelaydweyiaw 404 payiodad s3sod 9)qibueiul ONy

51502

- %10 %S0 %8°S %0°L9 %L'9¢ 3)1qibuejul €10}
Jo uonuodoud

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 mu.moo
G86/¢¢'LLLY0C ¢6T606¢CT T0£808°S16 89G°¢¢6'STI8TT 6217262262 LET S8 61865 1S ajqibueyul je10]
1 1 1 - - - 1 1 1 AW>A<DV
G08'82/'L6V'T G08'82L'L6V'T asnqge piyd

G9G°/2Sv9e'ee - - - G95'/2Sv9e'ee (sA1va) Aplgion

o vt (sxva)
7828626/, - B v8C'8626/L SWIID JO WINDIA
yneay-!
s1geynquye
Bunjows

9t6'107T'G28'6¢ - - 9¥6'1071'G28'62

i S -~ e i e (1SOA) Ayeriow
98S'T/¥' 0TV 61T 261'606°¢2T 104'808'St6 895'¢26'ST8'TT ¢61°062'89+Z0T  2S.'6£5°950°62 e

§2/2202A4 ‘2dA) Brup Aq 5350 1e33190s 3)qIbueu| f d1qeL

yi1esH 1eqoln 4oJ 23mnsu| 261090 ay |



10

Updated social and economic costs of alcohol, tobacco, and drug use in Australia, 2022/23

5. References

'Whetton, S., Tait, R.J., Scollo, M., et al. (2019). Identifying the Social Costs of Tobacco Use in
Australia 2015/16, Tait, R.J., Allsop, S. (Eds.). Perth, WA, National Drug Research Institute, Curtin
University. https://ndri.curtin.edu.au/ndri/media/documents/publications/T273.pdf

2Whetton, S., Tait, R.J., Chrzanowska, A., et al. (2020). Quantifying the Social Costs of
Pharmaceutical Opioid Misuse and Illicit Opioid Use to Australia in 2015/16, Tait, R.J., Allsop, S.

(Eds.). Perth, WA, National Drug Research Institute, Curtin University. https://ndri.curtin.edu.au/
ndri/media/documents/publications/T277.pdf

SWhetton, S., Tait, R.J., Chrzanowska, A., et al. (2020). Quantifying the Social Costs of Cannabis
Use to Australia in 2015/16, Tait, R.J., Allsop, S. (Eds.). Perth, WA, National Drug Research Institute,
Curtin University. https://ndri.curtin.edu.au/ndri/media/documents/publications/T287.pdf

“Whetton, S., Shanahan, M., Cartwright, K., et al. (2016). The Social Costs of Methamphetamine in
Australia 2013/14 (Tait, R.J. & Allsop, S. eds.), Perth, WA, National Drug Research Institute, Curtin
University. https://ndri.curtin.edu.au/ndri/media/documents/publications/t246.pdf

SWhetton, S., Tait, R.J., Gilmore, W., et al. (2021). Examining the Social and Economic Costs of
Alcohol Use in Australia: 2017/18, Perth, WA, National Drug Research Institute, Curtin University._
https://ndri.curtin.edu.au/ndri/media/documents/publications/T302.pdf

SAIHW. (2023). Alcohol, tobacco & other drugs in Australia. https://www.aihw.gov.au/reports/

alcohol/alcohol-tobacco-other-drugs-australia.

’Rethink Addiction and KPMG, Understanding the Cost of Addiction in Australia (2022) Rethink

Addiction, Richmond, Victoria. https://www.rethinkaddiction.org.au/understanding-the-cost-of-

addiction-in-australia

S8AIHW. (2022). Health expenditure Australia 2020-21. https://www.aihw.gov.au/reports/health-

welfare-expenditure/health-expenditure-australia-2020-21/contents/overview/the-health-sector-

relative-to-the-economy

Reserve Bank of Australia. (2023). Statement on Monetary Policy - May 2023.
https://www.rba.gov.au/publications/smp/2023/may/inflation.html#:~:text=Inflation%20for%20
administered%20prices%20(excluding.medical%20services%20(Graph%204.14).



https://ndri.curtin.edu.au/ndri/media/documents/publications/T273.pdf
https://ndri.curtin.edu.au/ndri/media/documents/publications/T277.pdf
https://ndri.curtin.edu.au/ndri/media/documents/publications/T277.pdf
https://ndri.curtin.edu.au/ndri/media/documents/publications/T287.pdf
https://ndri.curtin.edu.au/ndri/media/documents/publications/t246.pdf
https://ndri.curtin.edu.au/ndri/media/documents/publications/T302.pdf
https://www.aihw.gov.au/reports/alcohol/alcohol-tobacco-other-drugs-australia
https://www.aihw.gov.au/reports/alcohol/alcohol-tobacco-other-drugs-australia
https://www.rethinkaddiction.org.au/understanding-the-cost-of-addiction-in-australia
https://www.rethinkaddiction.org.au/understanding-the-cost-of-addiction-in-australia
https://www.aihw.gov.au/reports/health-welfare-expenditure/health-expenditure-australia-2020-21/contents/overview/the-health-sector-relative-to-the-economy
https://www.aihw.gov.au/reports/health-welfare-expenditure/health-expenditure-australia-2020-21/contents/overview/the-health-sector-relative-to-the-economy
https://www.aihw.gov.au/reports/health-welfare-expenditure/health-expenditure-australia-2020-21/contents/overview/the-health-sector-relative-to-the-economy
https://www.rba.gov.au/publications/smp/2023/may/inflation.html#:~:text=Inflation for administered prices (excluding,medical services (Graph 4.14
https://www.rba.gov.au/publications/smp/2023/may/inflation.html#:~:text=Inflation for administered prices (excluding,medical services (Graph 4.14

