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Key points

¢ Evidence shows that managing the price of alcohol is an effective way to reduce avoidable
alcohol harm.

o Alcohol duty contributes around £12 billion per year to the public purse - less than half the
£27 billion estimated annual cost of alcohol harm.

e Some MPs have been led to believe that duty cuts help pubs. In reality, freezing duty

actually harms the hospitality trade, by further increasing the price gap with the
supermarkets that undercut them.

e We welcome the move to a simplified system where duty increases with the alcoholic
strength of a product.

¢ While the move to a strength-based system is welcomed, the rates are too low overall to

make a significant difference to public health

o We are calling for the new duty system to have four key changes: alcohol duty to at least
cover the costs of alcohol to society, the bands to be adjusted to encourage downwards
reformulation, duty to be consistent across drink types, and duty to automatically increase
in line with inflation or earnings

Background

The Government published a proposed new alcohol duty system at the 2021 Autumn Budget,
based on the evidence submitted in 2020. The consultation closed on 30 January 2022.

This debate has been called to provide MPs an opportunity to discuss the new duty system and
alcohol taxation in general.

Alcohol duty and alcohol harm

e Evidence shows that managing the price of alcohol is an effective way to reduce
avoidable alcohol harm.

e Consumption is linked to harm. When an individual drinks more alcohol, they are more
likely to suffer alcohol-related diseases, injuries and death. The impacts of alcohol are
wider than the individual drinker.

e The impact of the pandemic has only worsened alcohol harm, with around a 20% increase
in alcohol-specific deaths in the UK in 2020.'

e Substantial research evidence shows that the consumption of alcohol is sensitive to
changes in affordability. The relationship between price and consumption is complex and
subject to a range of varying ‘elasticities’ and switching behaviours." However, in broad
terms, when alcohol is more affordable, more is consumed; when alcohol becomes less
affordable, less is consumed.™

e Historically, UK alcohol taxation (usually referred to as ‘duty’) has been used to adjust the
price of alcohol. As well as reducing alcohol harm, duty is also a useful way for the
government to generate revenue which could be spent on vital public services.



e Alcohol duty contributes around £12 billion per year to the public purse - less than half the
£27 billion estimated annual cost of alcohol harm.

¢ The World Health Organization recommends raising the price of alcohol as one of its
three ‘best buy’ policies: the most cost-effective, well-evidenced solutions to alcohol
harm."

¢ Raising the price consumers pay for alcohol will, on average across the population,
reduce consumption and therefore reduce harm. Evidence shows that a 10% increase in
the price of alcohol would lead to a 5% decrease in consumption.”

e Heavy drinkers are more price sensitive than moderate drinkers, especially when the price
of cheap alcohol in the off-trade increases." This means they are more likely to reduce
their consumption when prices increase. Heavy drinkers account for 32% of alcohol-
related revenue in the off-trade and 17% in the on-trade.""

e In nine out of the past ten years we have seen of alcohol duty freezes and cuts,""reducing
the duty paid and increasing public health harms.

e In 2022/23, in real terms, the duty for beer will be 28% lower, the duty for cider and spirits
will be 21% lower, and the duty for wine will be 13% lower, in comparison to ten years
previously.

e These freezes and cuts have led to an additional 2,250 deaths and 65,500 hospital
admissions due to alcohol in Scotland and England between 2012 and 2019.%

¢ Some MPs have been led to believe that duty cuts help pubs. In reality, freezing duty in
the next Budget (a real terms cut) could actually harm the hospitality trade, by further
increasing the price gap with the supermarkets that undercut them. It would also make
cheap alcohol even more affordable, when deaths caused by alcohol rose by 20% in
2020. 89% of publicans in the North East said that duty cuts have had no positive impact
on their business, while 48% say cheap supermarket alcohol is the main cause of pub
closures. Savings have instead largely been retained by brewers. In a letter to the
Chancellor in 2016, pub owners said that “brewers impose increases every January onto
the retailers”, meaning that any benefits of duty cuts or freezes are not felt by the pubs
themselves and that brewers’ call for duty cuts on beer “are not saving a single pub”.

We welcome the move to a simplified system where duty increases with the alcoholic strength of
a product. This is because a system where duty is linked to strength will have a positive public
health impact. As alcohol has become 74% more affordable since 1987, cheap, strong alcohol
is frequently a factor in alcohol-specific hospital admissions and deaths. Heavy drinkers favour
cheaper and stronger products when compared with lighter drinkers.x"

o Alcohol duty is a very valuable measure as it can both impact on the price of alcohol and
also generate income.

o While the move to a strength-based system is welcomed, the rates are too low
overall to make a significant difference to public health, especially when incomplete “pass
through” is considered — manufacturers and retailers not passing on duty increases to
customers.®

e The public welcomes increasing alcohol duty: 40% want an increase compared to just
14% who want a cut.*" 56% support an increase if the revenue is used to fund the NHS
and police X!



We are calling for the new duty system to have four key changes:

Alcohol duty to at least cover the costs of alcohol to society

Alcohol must be taxed in proportion with the harm it causes. Alcohol duty currently
contributes around £12bn a year in revenue," while alcohol harm is estimated to cost
between £27bn and £52bn a year — more than double, and possibly up to four times as
much.*

The bands should be adjusted to encourage downwards reformulation

The proposed bands are too wide. The threshold between the third and fourth bands
should be 6.5% rather than 8.5%, since 6% is widely considered to be a strong beer or
cider.* To encourage reformulation of higher strength beers and ciders, a 6.5% upper
limit should apply to this band.

Alcohol duty to be consistent across drink types

The current system creates a market for cheap, high-strength products, which do most
damage to health. The system should be consistent across drink types, rather than giving
preferential tax rates to some and not others. For example, while the wine, spirits and
beer categories are largely in line with each other, there is still a huge exception for cider
in the 3.5-8.4% band, which is being taxed at a far lower rate.

Alcohol duty to automatically increase in line with inflation or earnings

To ensure it always performs a harm reduction role, duty can’t be indefinitely frozen or
allowed to stagnate. This would make sure progress is made towards reducing harm and
improving health, year-on-year.

You can read our full submission to the consultation here.

Suggested questions to the minister

What steps are the Government taking to analyse the impact of the new duty system on
alcohol harm?

What steps are the Government taking to ensure the new duty system makes duty
consistent across drink types?

What steps are the Government taking to ensure alcohol duty automatically increases in
line with inflation?

What analysis has the Government done to assess the impact of the new duty system on
harmful, heavy and risky drinkers?

What enegagement will the department undertake with charities representing people
impacted by alcohol harm on the new duty system?

Will the minister meet with the APPG on Alcohol Harm to discuss the impact of the new
duty system on alcohol harm further?

What assessment has the Government made on the duty system being used to provide
additional resources to departments heavily impacted by alcohol harm, such as the NHS
and the police?

What assessment have the Government made on the impact of “cider exceptionalism” in
the duty system on alcohol harm and how will the new system address this?

About Alcohol Change UK

Alcohol Change UK works for a world free from alcohol harm. We fund, commission and share
research; work to ensure more and better support and treatment; encourage better policy and
regulation; shift drinking cultures through our campaigns; and work to change drinking behaviours
by providing advice and information.



https://alcoholchange.org.uk/policy/consultation-responses/consultation-response-new-alcohol-duty-system
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