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1. EXECUTIVE SUMMARY

This report explores the case for reforming alcohol duty in the United Kingdom, and the principles
which should underpin a new, improved alcohol duty regime. This includes consideration of
alcohol duty reforms that could be implemented following Brexit.

The report notes a number of key issues with the current alcohol duty regime:

Significant disparities in duty charged for same strength products. While a relatively weak
6% ABV bottle of wine faces duty of 50 pence per unit of alcohol, as of the time of writing
a 6% ABV cider faces duty of just 7 pence per unit of alcohol.

Mixed incentives to produce weaker strength products. While beer duty increases or
holds steady, on a per-unit of alcohol basis, with the strength of the product, this is not
true for cider or wine. For these products, incentives to reduce product strength are
limited.

An inconsistent approach to taxation. While beer and spirits duty are taxed according to
pure alcohol content, wine and cider duty are taxed according to the volume of the final
product. This is a reflection of EU regulatory requirements, which require wine and cider
to be taxed in this way. Brexit could open up possibilities to rationalise alcohol taxation in
the UK.

Lack of consideration for the alcohol tax system as a whole. Alcohol duty has become
highly politicised and often driven by spurious arguments, rather than what evidence
suggests would be most optimal — whether that be in terms of raising revenue, supporting
jobs or improving public health outcomes.

Arguments often used to justify duty freezes and favourable treatment for certain
beverages are deeply flawed. For example, jobs-based arguments used to justify cider
and spirits duty freezes ignore the fact that cider accounts for a very small number of jobs
in the economy, and the fact that about 90% of whisky is exported from the UK — meaning
duty changes and domestic consumption patterns have little bearing on jobs. Jobs-based
arguments also ignore work lost through excessive alcohol consumption. Analysis by
Public Health England found that, in 2015, there were 167,000 working years of life lost
due to alcohol consumption — 16% of all working years lost in that year.

Arguments used to call for a more favourable tax treatment for spirits tend to focus on the need
to support the Scotch whisky industry, yet UK-produced whisky accounts for just 17% of spirits
consumed in the UK. Whisky’s dominance in the political discourse around spirits, with its
evocation of images of charming rural distilleries, thus seems highly misguided. Vodka is in fact
the most widely consumed spirit in the UK, accounting for about 30% of total consumption.

Arguments related to the regressive nature of excise duties are also flawed. Firstly,
alcohol taxation does not appear to be particularly regressive, given relatively high rates
of non-drinking among lower income households. Secondly, regressivity alone is not a
strong argument against alcohol duty. Inequalities in the economy are better addressed
through broader tax and welfare policy, rather than through alcohol duty which should
largely be concerned with addressing the health and social harms caused by alcohol
consumption.
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The report notes the substantial health and social problems in the UK that are caused by
excessive alcohol consumption:

o Studies suggest that the total costs of alcohol to UK society could stand at between
1.3% and 2.5% of GDP. This includes higher healthcare, policing and social care costs,
as well as costs associated with lost productivity and lower employment.

¢ While in the 1960s the UK had a much lower rate of liver disease and cirrhosis deaths
than other European countries such as France, Spain and Italy — the UK now has a higher
rate of deaths than these countries.

e Alcohol-related deaths are more common in the most deprived areas of the United
Kingdom. Alcohol-specific death rates among men in the most deprived quintile of the
population are 4.3 times higher than for men in the least deprived quintile. For women,
age-standardised death rates are 3.4 times higher.

The report notes that, while the evidence around the health impacts of mild-to-moderate
drinking is mixed, the adverse impacts of heavy drinking on individual health and society are
indisputable. Hazardous and harmful drinkers account for a staggering 78% of alcohol consumed
in England. This is despite the fact that these heavier drinkers account for just a quarter (25%)
of the total population.

There is also growing evidence suggesting that even moderate rates of alcohol consumption are
associated with higher risks of cancer.

We argue that alcohol duty should be reformed to focus taxation where health and other harms
are greatest. This will ensure that lower risk drinkers are not overly penalised for their
consumption of alcohol. It also increases the chance of duty reform reducing alcohol
consumption among heavier drinkers, or at least ensuring that such drinkers are paying for the
costs associated with their consumption.

Analysis presented in this report provides insights into the types of drinker, and types of alcohol
product, most associated with heavy drinking:

e Heavy drinkers are more likely to consume higher strength products such as spirits and
high strength beers and ciders.

e Heavy drinkers are also more likely to consume alcohol in the off-trade (that is, drinking
“at home” or “on the street”, rather than in a pub, bar or restaurant).

e Heavy drinkers are more likely to consume cheaper alcoholic beverages.

To better focus alcohol taxation on where health and other social harms are greatest, this report
sets out five recommendations for a revised alcohol duty system:

1. Introducing a duty strength escalator, to focus alcohol duty on the higher strength
products disproportionately consumed by heavy drinkers, and create stronger incentives
to produce lower strength products.

There is at least tentative evidence that alcohol producers respond to duty changes, by
reformulating products. Carlsberg reduced the strength of its low strength lager, Skol,
from 3% to 2.8% ABYV, in response to the introduction of a new lower-rate duty band for
low strength beers. AB InBev has also reduced the strength of more mainstream brands
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of beer — including Stella Artois, Budweiser and Becks — as a means of reducing costs
associated with alcohol duty.

2. Levelling the playing field across same-strength products. Products of the same strength
should face the same rate of duty and duty should be a function of the pure alcohol content
of drinks, rather than the volume of the final product. This would help simplify the alcohol
duty system.

3. Allowing pubs to claim back a proportion of alcohol duty through a new “Pub Relief”. This
would focus alcohol duty on the off-trade, which is particularly reliant on sales to
hazardous and harmful drinkers.

Conceivably, this could work in a similar way to Alcoholic Ingredients Relief, which already
exists. With Alcohol Ingredients Relief, businesses can claim relief on alcohol excise duty
when they use alcohol as an ingredient in drinks less than 1.2% ABV, chocolates, vinegar
and other foods for human consumption (below a certain alcohol content).

4. Explicitly linking alcohol duty to the social costs of alcohol, rather than treating it as a
cash cow. At the very least, alcohol duty should cover the health, crime and welfare costs
to government and wider society (the “externalities” associated with alcohol
consumption).Paternalistic arguments, which consider the ability of individuals to make
“bad” and regrettable lifestyle choices (such as those that undermine their job
prospects), could justify a higher tax take.

Alcohol duty should not be treated as a cash cow for government. The UK public finances
are already overly reliant on niche taxes, rather than broad taxes such as income tax and
VAT. Reliance on niche taxes makes the public finances inherently more volatile and at
risk from factors such as changing consumer preferences. Linking alcohol duty to social
harms, rather than as a general tool for revenue raising, could help to improve dialogue
between drinks manufacturers, government and health experts.

5. Regularising the uprating of alcohol duty, with inflation or earnings uprating being the
“norm”. This would help depoliticise the setting of alcohol duty.

While we believe inflation or earnings should be the “status quo” form of uprating duty,
this should be complemented with review periods, held perhaps on a five or 10 yearly
basis. The purpose of the review period would be to explore the latest evidence base on
alcohol-related costs to society, and ensure that alcohol duty tax take is broadly in line
with these costs — as we proposed in Recommendation 4 above. This review should be
informed by expert insights from government, the healthcare sector, academics, charities
and industry, taking into account the latest evidence and structural trends. As we
discussed in this report, some of the evidence base, for example on the health impacts of
mild-to-moderate drinking, remain debatable; conceivably estimates of the social cost of
alcohol could change significantly as our knowledge-base improves.

The review period would provide further incentives for drinks manufacturers to reduce
alcohol-related harms - for example by withdrawing “worst offender” products from the
market (such as high strength, low quality, low cost drinks) and advertising the risks of

7
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excessive consumption of alcoholic products. Manufacturers would be incentivised to do
this in order to reduce structural duty increases following the review period.

Some of the recommendations we outline above can only be realised in the event of European-
wide regulatory reform, or the UK pursuing a different approach to regulation following Brexit. As
discussed earlier, European directives bind the UK to taxing wine and cider according to the
volume rather than the alcohol content of the final product. In addition to the possibility that the
UK remains in the EU, or returns to the EU following departure, the UK might still be bound by EU
regulations following a permanent Brexit. This might be a requirement for a successful trade deal
with the EU following Brexit, for example.

Even if European regulations constrain the possibility for duty reform, there is still scope to have
a more optimal regime than we have at present — one that better focuses taxation where harms
are being most generated. This includes:

1.
2.

Regular uprating and evidence-based duty reviews.

Introducing more duty bands for cider (as Ireland has done) to better incentivise the
production of lower strength products.

Bringing beer, cider, spirits and wine duty more closely into line in the sub-8.5% ABV
category, for similar strength products.

Introducing a new duty band for beer, between 2.8% and 3.9% ABV. It was brought up in
our discussions with industry that there is likely to be a broader market for beverages in
this kind of strength category, as opposed to the sub 2.8% ABV category which is
relatively niche. However, the current duty system does not incentivise production of
such beverages. Alternatively, there may be a case for increasing the upper limit of the “<
2.8%” beer duty band, to cover low strength beers which are more likely to gain
mainstream demand.

Narrowing the main duty band for wine. In the UK the main duty rate for still wine runs from
5.5% ABV to 15% ABV. EU law requires that there has to be a single band for wine between
8.5% and 15% ABV. As the UK’s main still wine and made-wine band is currently 5.5% to
15% ABV, it would be possible to split the main still wine and made-wine band into two,
and introduce stronger incentives via duty to produce low strength wines between 5.5%
ABV and 8.5% ABV.
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2. INTRODUCTION

Alcohol duty is one of the most dysfunctional parts of the UK tax system. Duty varies dramatically
across beverages, products are taxed on different bases and incentives to produce lower
strength products are mixed. Indeed, for some drinks categories, the duty system acts to
encourage the production of higher strength products — even though evidence suggests that the
heaviest drinkers tend to consume stronger products.

Critically, alcohol taxation has been shaped heavily by politics, rather than economics, data and
analysis. For example, alcohol duty freezes and cuts in recent years have often been motivated
by a desire among politicians to protect jobs tied to the production of alcoholic beverages. Yet,
as we discuss in this report, the link between alcohol duty and jobs in these industries is often
much weaker than the political discourse seems to assume. Further, the political discourse
largely ignores the job and productivity losses caused by excessive alcohol consumption.

Given the political nature of duty changes, the UK has been lumbered with a system of alcohol
taxation ill-suited for meeting key objectives of government: raising tax revenue, protecting jobs
or improving public health and other social outcomes. Rather than examining the evidence base
and reflecting on the alcohol duty regime as a whole, the system has been tweaked according to
political whims over time.

This needs to change - not least for public health reasons. Although per capita alcohol
consumption in the UK peaked in 2004 and has declined since then, liver cirrhosis death rates in
the UK remain higher than in the 1970s. As we discuss in this report, alcohol contributes to
substantial and widening health inequalities which exist in the UK. Excessive alcohol
consumption among some segments of the population is also contributing to the UK’s relatively
poor performance on public health outcomes compared with our European neighbours. For
example, while rates of liver disease and cirrhosis deaths have declined dramatically in France,
Italy and Spain since the 1970s, they have increased in the UK — leaving Britain with the highest
rate of liver disease and cirrhosis deaths among these countries.

The focus on this report is on setting out the principles which should underpin a reformed, and
improved, system of alcohol duty in the UK — one that can deliver better health, social and
economic outcomes than the current regime. We believe that the reforms proposed in this report
would ensure that alcohol duty is more focused on products associated with the greatest health
and social problems — and less focused on lower risk drinkers consuming low-to-moderate
amounts of alcohol.

In addition to ensuring the alcohol duty is better targeted, we also consider the role that duty can
play in creating stronger incentives for alcoholic drinks manufacturers to produce less harmful
beverages — through for example reducing product strength or removing “problem” brands (such
as white cider and other low cost, low quality, high strength products).

We emphasise that the report is principally concerned with the system of alcohol duty rather than
the overall level of alcohol taxation. This reflects the fact that the overall level of taxation from
alcohol depends strongly on the preferences of politicians and the electorate. Attitudes towards
what is widely referred to as “paternalism” vary markedly — with implications for views on the
extent to which policymakers should seek to steer the public’s decision-making through tools
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such as taxation. We take no views on the extent to which policymakers should be paternalistic
in this report — merely noting that opinions are divided on the issue.

One rationale for publishing this report now is Brexit. Depending on the nature of the UK’s
departure from the European Union (if, indeed, the UK departs), there may be scope to reform
significantly the way alcoholic beverages are taxed in the UK. At present, some of the
irregularities in the alcohol duty system are a reflection of EU-wide regulation — in particular
Directive 92/83/EEC which sets out the basis on which excise duty is calculated'. Following
Brexit, policymakers will probably be keen to explore the regulatory and tax reforms that have
been “unlocked” by leaving the European Union - and alcohol duty might be an area where
positive changes could be realised.

The structure of this report is as follows:

e Chapter 3 elaborates on the case for reforming alcohol duty in the UK, highlighting the
recent history of duty changes and the inconsistencies within the current duty system.

e Chapter 4 compares the UK alcohol duty regime with other countries.

e Chapter 5 examines the profile of UK drinkers — how much they consume, their
demographic characteristics and where the burden of alcohol duty falls across the
population. It also considers the evidence base around the link between alcohol
taxation, alcohol prices and levels of consumption among different types of drinker

e Chapter 6 explores the linkages between alcohol duty, alcohol consumption, health and
other social outcomes.

e Chapter 7 explores the linkages between alcohol duty, alcohol consumption and jobs.

e Chapter 8 sets out a series of principles which should underpin a reformed alcohol duty
system, informed by the preceding analysis.

e Chapter 9 provides a high-level assessment of what the impact of shifting to a revised
alcohol duty system would be — on prices and levels of alcohol consumption.

e Chapter 10 draws conclusions from the preceding analysis.

10
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3. THE CASE FOR REFORMING ALCOHOL DUTY

This chapter provides a brief overview of the alcohol duty system in the UK, highlighting the
apparent inconsistencies within the current regime. It thus provides a motivation for the rest of
the report.

How are alcoholic beverages taxed?

In addition to VAT, alcoholic beverages are subject to excise duties. As with other excise taxes,
such as fuel and tobacco duty, alcohol duty falls due at the time when the goods leave any duty
suspension arrangements. This includes when they are released for consumption from
warehouses or if goods imported for personal use are then sold or put to commercial use?.

As with VAT, excise duty is technically paid for by business, though ultimately the consumer bears
most of the cost of the tax as this is passed on in the form of higher prices. The extent to which
the burden of a business tax is ultimately borne by the end consumer is commonly referred to as
the “passthrough rate”.

A frequent point made in the discourse around alcohol duty, and indeed other excise duties, is
the existence of “double taxation”. VAT is applied after duty, so the impact of duty rates on
consumer prices is in fact 1.2 times the stated rate of duty (assuming passthrough rates are close
to 100%).

Through passthrough to consumers, alcohol duty thus has an impact on prices faced by
individuals. We emphasise that alcohol duty differs from minimum unit pricing (MUP) — another
potential policy lever for influencing alcohol prices — in several important ways. Firstly, alcohol
duty is a form of taxation, yielding direct revenue for government. In contrast, MUP sets a
minimum price that a unit of alcohol (defined as 10ml of pure alcohol) can be sold at; it is not
therefore a form of taxation and affects government revenues more indirectly — through for
example changes in VAT receipts reflecting price increases and changes in levels of
consumption. Further, alcohol duty impacts the end price of all beverages, whereas MUP impacts
the price of relatively low-cost alcoholic beverages (at least directly — conceivably producers
might alter the prices of relatively more expensive drinks in response to MUP).

A MUP of 50p per unit of alcohol was implemented in Scotland in 2018 and the Welsh Government
is “committed” to introducing a minimum price for alcohol®. The UK Government does not,
currently, have plans to introduce MUP in England.

Another policy tool that has been implemented to influence alcohol prices, beyond MUP and duty,
is bans on below-cost sales of alcohol. Since May 2014, shops and bars in England & Wales have
been unable to sell drinks for less than the tax (duty plus VAT) paid on them. However, in contrast
to MUP and alcohol duty, such a measure impacts a very small proportion of alcohol sold in the
UK; the Institute of Fiscal Studies found that only 0.9% of products in the off-trade would be
affected by the policy*.

In summary, alcohol duty in the UK sits alongside other policy levers which aim to increase the
price of alcohol above where it would stand in an unregulated, free market. As we discuss later,
a key rationale for increasing the price of alcohol above market rates is to ensure the price
reflects the social harms associated with alcohol consumption.

1
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How much revenue does alcohol duty raise?

In the fiscal year 2018/19, alcohol duty raised £12bn for the government — 1.5% of total current
revenues in that year. Including VAT applied to alcohol duty, revenue raised increases to £14bn.

Split by product category, wine accounted for 36% of duty receipts in 2018/19, spirits accounted
for 31%, beer accounted for 30% and cider accounted for 2%. As Figure 1 below shows, while
alcohol duty receipts have increased since the year 2000, they have declined as a share of total
government current income — from 1.8% in 1999/00 to 1.5% in 2018/19.

Figure 1 Alcohol duty receipts, £ billion and as a share of total government current receipts
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Source: HMRC alcohol duty bulletin, ONS public finances statistics

How are alcohol duty rates determined?

Alcohol duty rates are set by the Chancellor of the Exchequer and as such are determined by the
preferences of the prevailing government. Duty is, therefore, a highly politicised policy
instrument.

Over the years, alcohol duty changes have been motivated on several grounds. This includes:

e The need to raise revenue for the Exchequer - and help address fiscal deficits.

e The need to curb “problem” drinking — using alcohol duty to increase the consumer price
of beverages, and curb excessive drinking. As well as the uprating of duty rates over time,
we have also seen the introduction of new tax bands aimed at targeting products
perceived to be particularly harmful, as well as promoting products perceived to be
“healthier”. Examples of this include the introduction of higher duty bands for high
strength cider, and a lower duty band for low strength beer.

e The need to preserve jobs in the economy - justifying freezes and cuts to duty, and
preferential rates for some products, on the grounds of the need to preserve jobs in

12
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industries such as beer, cider and whisky production. With respect to cider and whisky
production, the concentration of employment in these industries in particular parts of the
UK is a key part of the policy debate — with some arguing that excessive rates of duty risk
having a significant adverse economic impact on particular regions of the country.

Although the government has a great deal of control over the prevailing rates of taxation and their
uprating over time, the hands of UK policymakers are somewhat tied by EU regulation — as we
noted in the preceding chapter.

EU Directive 92/83/EEC sets out a range of requirements around alcohol duty, effectively
harmonising structures across the EU. While beer and spirits duty rates can be applied to the
pure alcohol content of each beverage, wine and cider duty rates must be applied to the total
volume of the beverage — meaning duty rates cannot vary by product strength within the bands
in which products are defined.

What are the current duty rates and how has this changed over time?

Reflecting the domestic political motivations and EU regulations described, the UK has ended up
with an alcohol duty system where rates of duty differ markedly across different categories of
alcoholic beverage.

This is most apparent when examining the amount of duty charged per unit of alcohol across
beverages. The reason for looking at duty per unit of alcohol, is that it is the alcohol content of
beverages which generates health and other social harms - as such this should be the prime
target of the tax at least from the perspective of using duty as a tool to address the harms caused
by the consumption of alcoholic beverages.

As Figure 2 shows, duty per unit of alcohol varies substantially across products, and across
different strength drinks. While a relatively weak 6% ABV bottle of wine faces duty of 50 pence
per unit of alcohol, as of the time of writing a 6% ABV cider faces duty of just 7 pence per unit of
alcohol. While beer duty increases or holds steady, on a per-unit of alcohol basis, with the
strength of the product, this is not true for cider (except for the strongest varieties). Wine duty
is even less coherent, as the graph shows, reflecting the requirement that, within specific bands,
wine duty must be applied to the volume of the final product rather than the pure alcohol content.

13
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Figure 2 Alcohol duty per unit of alcohol, by product type
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In the UK, alcohol duty has been uprated on an inconsistent basis over time. Rather than being
uprated regularly by inflation or some other statistic such as employee earnings, political
intervention has resulted in a situation where duty has grown at different rates for different
products. In part, this reflects changing policy objectives. For example, the prolonged period of
spirits duty freezes in the 1990s and early 2000s was in part motivated by a desire among
policymakers at the time to support the Scotch whisky industry to lobby other countries to reduce
spirits taxation (by requesting that they follow the UK in reducing or freezing duty)®. Generally,
since then, the policy regime has shifted away from one that would gradually remove the duty
gap between spirits and other beverages, given that it would leave spirits cheaper, per unit of
alcohol, than beer or cider (reflecting the lower average production costs of spirits®).

Figure 3 below shows alcohol duty rates, per unit of alcohol, for typical strength products over
time, adjusted for inflation. Compared with 1995, spirits duty is lower in real terms — meaning that
it has become cheaper relative to the price of other goods and services. Cider duty increased in
real terms over this time period, though at a lower rate than for beer or wine.

14
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Figure 3 Duty per unit of alcohol, over time, January 1995 = 100. Expressed in June 2019 prices, deflated
using the Consumer Price Index
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Figure 4 % change in real alcohol duty rates, January 1995 - June 2019
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The problems with the current duty system

The analysis above has shown that alcohol duty is, at first glance, highly irregular — given the
variations in rates across products, and inconsistencies in how these have been uprated over
time. But why does this matter?

The simple answer is that the alcohol duty system, as it stands, is likely to be a highly inefficient
way of meeting the goals of government — protecting jobs, raising revenue and improving health
outcomes. From an optimal tax perspective, duty rates should be concentrated where
externalities are generated — such as health and other social harms. By “externalities”, we mean
costs to society which are not reflected in the pre-tax price of a good. Examples of externalities,
in this sense, are pollution and congestion. In the case of alcohol, externalities include costs to
the police and National Health Service, as well as damage inflicted on other individuals through
violence, crime and family breakdown.

Focusing duty on where externalities are being generated ensures that mild-to-moderate
drinkers are less likely to be impacted adversely by duty, while heavy drinkers are more likely to
face higher rates of duty — leading to either lower rates of consumption, or at least ensuring that
they are “paying” for the costs their actions are placing on wider society. In economic terms,
ensuring that lower risk drinkers are not excessively penalised is good for social welfare.

As the following chapters of this report show, arguments in defence of the current duty system
— such as the need to protect jobs — often do not stand up to scrutiny. Critically, policymakers
have failed to adopt a “systems approach” to alcohol taxation. Rather than reviewing the duty

16
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regime as a whole and structuring it in a way that best meets the objectives of government, duty
for specific products has been tweaked over time, without consideration for impact on the range
of objectives of government.

Given the lack of joined up thinking on alcohol duty, there is likely to be significant scope to do
better than the current regime. This report explores the evidence around alcohol consumption,
jobs, health, the economy and tax revenues — using this to inform some principles for an alcohol
duty regime better placed to meet the objectives of government.
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4. HOW DOES ALCOHOL TAXATION IN THE UK COMPARE WITH OTHER COUNTRIES?

The previous chapter showed that the UK’s alcohol duty system contains numerous irregularities.
But is the UK an anomaly in having a dysfunctional duty regime? This is the question to which we
now turn.

Alcohol taxation in Europe

Approaches to alcohol taxation across much of Europe suffer similar issues to the UK, with a
general lack of a “systems approach” which optimises duty rates to best address government
objectives. Similar to Figure 2 in this report, “spaghetti charts” of alcohol duty per unit of alcohol
can be seen in other European countries, such as Denmark, Finland and Ireland. In part this
reflects these countries facing the same regulatory constraints as the UK, with European
directives binding them to taxing wine by volume of final product rather than alcohol content.
This is charted overleaf.

Numerous countries avoid having a “spaghetti chart” by zero-rating wine duty. Wine is zero-
rated in multiple European countries, including major wine producers such as France, Italy and
Spain. No country treats “alcohol as alcohol”, with either a fixed duty rate per unit of alcohol, or
a rate that is at least fixed for products of the same strength in terms of alcohol content. In part
this reflects European directives which influence how different products can be taxed. But it also
reflects the fact that there are compelling justifications for taxing spirits at a higher rate to other
alcoholic beverages — for example, due to the lower average production costs for spirits, which
make their pre-tax prices, per unit of alcohol, lower than for drinks such as beer and cider.

As with the UK, jobs-related arguments provide a political rationale for favourable tax treatment
of some products. As Angus, Holmes and Meier noted in their recent review of alcohol duty
systems across Europe”:

“There is only limited evidence that alcohol duties are designed to minimize public health harms by
ensuring that drinks containing more alcohol are taxed at higher rates. Instead, tax rates appear to
reflect national alcohol production and consumption patterns.”

That is to say, alcohol duty appears to be a highly politicised, rather than evidence-informed,
form of taxation across Europe.

Having said that, there are lessons that the UK could possibly learn from other European
countries. We note, for example, that other countries have fewer perverse incentives embedded
in their alcohol duty systems than the UK. Ireland, for example, has introduced more cider duty
strength bands than the UK; creating a situation where duty per unit of alcohol is not too dissimilar
to beer, and less inclined to fall as product strength increases (a key issue with cider duty in the
UK).
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Figure 5 Alcohol duty per unit for common products across Europe. Source: Angus, Holmes and Meier (2019) “Comparing alcohol taxation throughout the
European Union”
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Alcohol taxation in the United States

In the United States, there are federal and state excise taxes on alcohol — allowing some degree
of regional variation within the country.

Federal tax rates for wine and beer are calculated according to the final volume of the product,
meaning duty per unit of alcohol falls with product strength within given tax bands.

At a state level, alcohol taxes vary significantly, both in terms of structure and overall level of
taxation. For example, while state beer excise duty in Wyoming was just $0.02 per gallon in
January 2019, this was $1.29 per gallon in Tennessee. Some states, including Florida, Texas and
Hawaii, have additional complexities in their approach to beer taxation. This includes varying
taxation according to alcohol content, place of production, size of container, or place purchased
(on or off-trade). Several states, such as Arkansas have a specific sales tax for alcoholic
beverages in addition to excise duty — meaning that alcohol is taxed on an ad valorem basis
according to price, as well as a $ per gallon basis®.

Alcohol taxation in Australia — favouring on-trade consumption

Australia provides an interesting point of comparison to the UK, in terms of alcohol taxation. While
it shares several of the inconsistencies seen in the UK duty system, such as substantial
differences in duty rates across products of similar strength, it differs in two notable ways. Firstly,
beer duty in Australia explicitly favours on-trade alcohol consumption (that is, alcohol consumed
in licensed premises such as pubs, bars and restaurants) — with a lower rate of duty for draught
rather than packaged beer. Secondly, wine duty in Australia is an ad-valorem tax — varying
according to the price of the bottle of wine on sale. This means that, for wine, duty per unit of
alcohol increases with product price.

Figure 6 Effective excise taxes in Australia (2015)
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Alcohol taxation in Singapore — attempts to “rationalise” the duty regime

The one country we identified with a significantly “rationalised” alcohol duty system is Singapore.
In the Singapore Budget 2007, the government announced that:

“We will progressively move towards taxing liquors on the basis of alcoholic content. From 1¢
January 2008, [we] will tax beer and stout on this new basis. This is a rationalisation of duties
and is not aimed at generating additional revenues”.

Since 2008, Singapore has retained a simple excise duty system, with just two rates — an excise
duty rate for beer, cider & perry and an excise duty rate for wines and spirits. Both of these rates
are calculated according to the pure alcohol content of the beverage — in contrast to the duty
regime prior to 2008 which taxed according to volume of the final product. The duty rate for beer
and cider is lower than the duty rate for wine and spirits, meaning duty per unit of alcohol is higher
for stronger (on average, in terms of alcohol content) products®.

Summary

Across most of the countries we have examined, alcohol taxation has significant inconsistencies
and appears to be largely a reflection of politics rather than attempts to provide an optimal form
of taxation from an economic, social and public health perspective.

Having said that, there may be lessons that the UK could learn from other countries. This includes
the Republic of Ireland’s attempts to rationalise duty within the constraints of EU regulation, with
more duty bands for cider. Singapore’s approach to alcohol taxation shows the potential to
simplify duty regimes significantly. And the distinction between on-trade and off-trade alcohol
taxation in Australia and some US states provides examples of how alcohol duty could be more
targeted on specific types of consumption. As we discuss in the following chapter, certain types
of drinker are more likely to drink in the off-trade than the on-trade.

One challenge with cross-country comparisons of alcohol taxation is understanding the impact
of the alcohol duty regime on drinking patterns and the extent to which drinking patterns in one
country would mimic those in another if they were to adopt similar tax regimes. Variations in
“drinking culture” and other health outcomes create difficulties in drawing cross-country
comparisons on the outcomes of tax reforms.
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5. WHO DRINKS IN THE UK AND HOW MUCH ARE WE DRINKING?

The preceding chapters explored the structure of the duty regime in the UK, and how it compares
with other countries. We argued that the current alcohol duty regime is ill-equipped to meet the
goals of policymakers and there is scope to improve upon the current system from a social
welfare perspective.

To understand how the alcohol duty regime should be improved, it is crucial to have a firm
understanding of drinking patterns in the UK — who is drinking, how much they are drinking, as
well as what and where they are drinking. Understanding who the heaviest drinkers in society
are, and what they are drinking, can inform us as to where alcohol taxation should be targeted -
whether that be to incentivise people to drink less, or to ensure that heavy drinkers are “paying”
for the health and other social costs of their actions.

As we show in this chapter, drinking patterns in the UK vary markedly across different segments
of the population, with rates of non-drinking and heavy drinking varying across income groups,
age groups and regions of the country. Further, as we show in this chapter, heavy drinkers
account for a substantial proportion of all alcohol consumed in the UK.

Headline drinking trends

In 2018, per capita pure alcohol consumption in the United Kingdom stood at 9.8 litres, among
those aged 15 and over. While this is 15% below the peak of 11.6 litres seen in 2004, per capita
consumption remains 30% higher than in the early 1960s. Further, the trajectory since 2015 has
been one of rising alcohol consumption following a period of decline — as the figure below shows.
The most notable periods of growth in per capita alcohol consumption are from the mid-1960s to
the end of the 1970s, and another period of growth in the late 1990s and early 2000s.

Figure 7 Per capita pure alcohol consumption among population aged 15 and over, litres, 1961-2018
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What are people drinking?

The ”drinking profile” of the UK, in terms of products consumed, has changed significantly since
the 1960s. While in the early 1960s about 80% of alcohol was consumed through beer or cider,
by 2018 these beverages accounted for just 43% of alcohol consumption. Wine has risen from
just 4% of UK alcohol consumption in 1961 to about a third (33%) of consumption in 2018. Spirits
now account for about a quarter of alcohol consumed in the UK (24% in 2018), up from 15% in
1961. This is shown in the graph below.

Figure 8 Pure alcohol consumption, by beverage category, 1961-2018
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Source: World Health Organisation Global Health Observatory data repository (1961-2009). SMF calculations based on
HMRC alcohol clearance statistics and ONS population estimates for 2010-2018.

One implication of the shift away from beer and cider consumption, and towards spirits and wine
consumption, is that the British are, on average, drinking much stronger alcoholic beverages
than in the past. Our estimates of average product strength, graphed below, suggest a 58%
increase in average strength of alcoholic product consumed between 1961 and 2018, from 10.0%
to 15.8% ABV. This is based on the strength of the alcoholic beverage itself; some drinks, in
particular spirits, will be mixed with other products such as juice, soda and tonic water prior to
consumption. We do not have enough data to account for such mixing in our calculation of
average strength, though it is unlikely to change the key conclusion that average product
strength has increased significantly in recent years'.

'The conclusion would only change if spirits are considerably more diluted (mixed with other drinkers) now
than had been the case in the past. We also note the difficult of measuring the extent to which spirits are
diluted, particularly when consumed on the off-trade, given the tendency of individuals to “overpour”
alcohol when preparing drinks at home.
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We assume that the strength of products has held steady over this time period, due to data
limitations. There is some evidence that the average strength of wine has increased over time,
reflecting increased consumption of wines from parts of the world which tend to produce higher
strength varieties™.

As we discuss in the chapter on alcohol consumption and health outcomes, the strength of
product consumed potentially has a bearing on the scale of alcohol-related harms. Further, as
we discuss in this chapter, higher strength products are more likely to be favoured by the
heaviest drinkers in the country.

Figure 9 Estimated average ABV of alcoholic beverages consumed in the UK, %
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Source: World Health Organisation Global Health Observatory data repository (1961-2009). SMF calculations based on
HMRC alcohol clearance statistics and ONS population estimates for 2010-2018. Average ABV of 4.5% assumed for
beer/cider, 12.6% for wine and 40% for spirits

Where do people drink?

One of the most notable trends in alcohol consumption in recent decades has been the shift from
on-trade consumption to off-trade consumption. While in the early 1990s most alcohol was
consumed in pubs, bars and restaurants, by the turn of the new millennium most alcohol was
being consumed in the off-trade. Beer and cider went from being drinks mainly consumed in the
on-trade, to drinks mainly consumed in the off-trade (such as at home or on the street).

Having said that, we note that off-trade and on-trade consumption are not mutually exclusive
experiences; there has been a significant amount of discussion in the media and political
discourse on “pre-loading” — individuals consuming alcohol at home before consuming more at
a bar and pub later in the day. A motivation for this is likely to be financial reasons. Pre-loading
has been discussed, in particular, in relation to binge drinking culture and a potential contributor
to high binge drinking rates among some groups. A Local Government Association report in 2016
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showed 62% of local authority respondents to a survey highlighting pre-loading as something
that occurs in their area to a great or moderate extent. Two in five (39%) felt there was a
correlation between the pre-loading of alcohol and alcohol-related crime and disorder™.

The shift from on-trade on off-trade consumption has a range of implications as far as alcohol
duty policy is concerned. Firstly, it has a bearing on some of the jobs-related arguments used to
justify alcohol duty changes — given that alcohol consumption is decreasingly tied to jobs in pubs,
bars and restaurants. Secondly, where people drink has implications on the types of social and
health externalities generated by alcohol consumption — for example binge drinking, street
violence and domestic violence.

Figure 10 % of units of alcohol consumed through the off-trade, England and Wales
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How does alcohol consumption vary across the population?

Levels of alcohol consumption vary significantly across demographic groups. Here we highlight
some of the most notable trends.

Alcohol consumption across the income distribution

There is a link between alcohol consumption and income. Those in the highest income groups in
the UK tend to drink more alcohol, on average, than those in the lower income groups. They are
less likely to abstain from alcohol consumption; while close to three in 10 (28%) of those with a
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personal gross income of less than £10,000 were non-drinkers in 2017, this falls to just 6%
among those with a personal income of £40,000 or more.

Those on higher incomes drink more frequently than those on lower incomes. According to
Opinions and Lifestyle Survey data from 2017, some 7% of those earning less than £10,000 per
year drank on at least five days in the week before they were surveyed. This proportion doubles
to 14% when considering those earning £40,000 or more.

Further, those on higher incomes are more likely to binge drink on their heaviest drinking day -
defined here as a man exceeding 8 units of alcohol and a woman exceeding 6 units of alcohol.
Over a fifth (22%) of those earning £40,000 or more binge drank on their heaviest drinking day,
twice as high at the 11% seen for those earning less than £10,000 per year. The varying
prevalence in binge drinking rates largely reflects the greater proportion of non-drinkers in the
lower income groups — when just considering drinkers, binge drinking rates peak among those
earning between £15,000 and £20,000.

Figure 11 Drinking patterns, by gross annual personal income, proportion of population, 2017, %
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Figure 12 Amount of alcohol consumed on heaviest drinking day, by gross annual personal income, 2017,
proportion of population, %
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In terms of the type of product consumed, SMF analysis of the Defra Family Food dataset
suggests that spirits represent a greater proportion of alcohol purchases (combined on and off-
trade purchases) among those in the lowest income quintile. Fortified wine and cider purchases
also account for a greater proportion of alcohol consumed by those on lower incomes. Beer and
lager consumption accounts for a similar proportion of alcohol consumption across income
quintiles, while non-fortified wine consumption increases as a proportion of alcohol purchases
with income quintile.
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Figure 13 Distribution of pure alcohol consumption by household income quintile, 2015-2016/17
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Alcohol consumption by region
There is significant regional variation in levels of alcohol consumption and drinking patterns.

Binge drinking rates are particularly high in Scotland. According to the 2017 Opinions and
Lifestyle Survey, 37% of Scottish people aged over 16 or over binge drank in the last week,
excluding the 21% of Scots that do not drink at all. Concerningly, about a quarter (24%) drank
even more heavily than the standard binge drinking threshold — consuming more than 12 units
(men) or 9 units (women) of alcohol on their heaviest drinking day.
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;ig1u7re 14 Amount of alcohol consumed on heaviest drinking day, by region, proportion of population, %,
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While beer consumption accounts for a relatively high proportion of alcohol consumed in the
North East of England, spirits consumption accounts for a relatively high proportion of drinks
purchased in Scotland, according to our analysis of the Defra Family Food dataset.
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Figure 15 Distribution of pure alcohol consumption by region, 2015-2016/17
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Alcohol consumption by type of drinker

Stating the obvious, levels of alcohol consumption differ across mild, moderate and heavy
drinkers. But the extent to which this is the case is, perhaps, underappreciated: analysis by
Bhattacharya, Angus et al found that hazardous and harmful drinkers account for a staggering
78% of alcohol consumed in England?. This is even though these heavier drinkers account for
just a quarter (25%) of the total population™.

Notably, recent research by the Institute for Fiscal Studies has found the heavier drinkers tend
to consume alcohol products that are both cheaper and stronger on average, compared with
lighter drinkers™. The higher average strength of products consumed reflects differences in type
of beverage consumed, with the heaviest drinkers more likely to consume a higher proportion of
spirits. It also reflects choice of products within beverage categories — with heavier drinkers
more likely to consume higher strength beers and ciders, for example.

2 Hazardous drinking defined as 15-35 units of alcohol per week for women, or 15-50 units per week for
men. Harmful drinking defined as 36+ units per week for women, or 51+ units per week for men.
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Figure 16 Average alcoholic strength and price of products purchased, across the distribution of drinkers
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Source: IFS (2017), “Tax Design in the Alcohol Market”

Analysis also suggests that heavy drinking is more concentrated in the off-trade rather than the
on-trade. The study by Bhattacharya, Angus et al found that harmful drinkers - the most
detrimental level of drinker after “hazardous drinkers”® - account for 32% of alcohol-related
revenue in the off-trade, compared with 17% of revenue in the on-trade. Across all beverage
categories, but especially for wine, cider and spirits, harmful and hazardous alcohol consumption
is more heavily concentrated in the off-trade.

8 “Hazardous drinking” is defined as 15-35 units of alcohol per week for women, or 15-50 unit of alcohol
per week for men. “Harmful drinking” defined as 36+ units per week for women or 51+ units per week for
men.
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Figure 17 Proportion of revenue from harmful, hazardous and moderate drinkers by beverage types and
retailer, 2013/14
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How much do Brits spend on drink and how much does alcohol duty affect prices?

Prices of alcohol vary significantly across product categories and whether consumption is taking
place in the on-trade versus the off-trade.

Prices tend to be much higher in the on-trade than the off-trade, though the extent to which this
is the case varies across products, as Figure 18 shows. The “on-trade average price premium” is
particularly high for spirits and fortified wine, per unit of alcohol. This suggests that spirits and
fortified wine consumption in bars, pubs and restaurants is likely to be very different to spirits
and fortified wine consumption taking place at home.

A plausible hypothesis here is that on-trade spirits consumption tends to be much more focused
on premium products, while off-trade consumption tends to be more focused on lower price,
lower quality products. This would also explain the data of Bhattacharya, Angus et al — which
showed off-trade spirits consumption being markedly more dependent on heavy drinkers than
on-trade spirits consumption; they appear to be very different markets catering to very different
types of drinker.
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Figure 18 Average price per unit of alcohol in England and Wales, 2018
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Source: MESAS monitoring report 2019.
For some products, alcohol duty makes up a significant component of the end-price of alcohol.

In the off-trade, duty accounts for a higher proportion of the consumer price of spirits than for
other beverages, at about 60%. One often-cited rationale for taxing spirits at a higher rate than
other beverages, mentioned earlier, is that production costs tend to be lower than for beer and
cider. In the absence of higher alcohol duty, sprits would be significantly cheaper than beer or
cider, per unit of alcohol, in the off-trade.

In the on-trade, we estimate that spirits duty accounts for a lower proportion of the average sale
price than is the case for wine and beer — again reflecting the substantially different nature of
on-trade versus off-trade spirits consumption — with on-trade consumption tending to be more
premium products where production costs are likely to be higher. In addition, “brand price
premiums” and marketing are likely to play a role here.
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Figure 19 Average price per unit of alcohol in England and Wales, 2018. “Duty” figures include VAT on duty
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Source: SMF analysis of MESAS monitoring report 2019.

Compared with the price of other goods in the economy (as measured by headline inflation
indices), alcohol has become relatively more affordable over time, as the chart below shows.
Furthermore, compared with household incomes, alcohol has become relatively more affordable.
This reflects a combination of factors: namely duty rates not being uprated consistently over
time, as well as pre-tax drinks prices not increasing as rapidly as other goods in the economy.

Figure 20 Indices of earnings and prices, 2000 = 100
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Alcohol duty, prices and consumer behaviour
Consumer demand for specific alcoholic beverages is a function of:

1. The price of specific products

2. The price of substitute products
3. Incomes

4. Consumer tastes and preferences

The price and income sensitivity of products are called, in economic terms, the price and income
elasticities of demand. Own-price elasticities of demand relate to how sensitive demand is to
changes in the own price of the product, while cross-price elasticities of demand relate to how
sensitive demand for a product is to changes in the price of other products. For example, the
cross-price elasticity of cider with respect to beer refers to how sensitive cider demand is to
changes in the price of beer.

A wide range of studies have been produced exploring the price sensitivity of alcohol demand.
While, as intuitively expected, such studies tend to show alcohol demand declining in response
to price rises, estimates of the extent to which demand falls in response to price changes vary
significantly. A literature review by HM Revenue and Customs, for example, showed that
estimated own-price elasticities of demand for beer varied from -0.09 (very insensitive to price)
to -3.20 (highly sensitive to price). There are also wide variations in estimated demand
elasticities for wine and spirits.

Table 1 Range of own price elasticity estimates from UK alcohol studies

Alcohol type Literature median Literature mean Literature range

Beer -0.09 to -3.20

Wine -0.78 -0.86 -0.14to0 -2.42

Spirits -0.72 -0.75 -0.08 to -1.60

Source: HMRC Working Paper 16

We note, from our roundtable discussions with both industry and health experts, that the issue
of price sensitivity of alcohol demand is a significant source of contention. Several experts we
spoke to within the alcohol industry, and alcohol trade bodies, felt that government analysis often
understated the extent to which demand for alcohol is price sensitive. Disputation over the
veracity of elasticities assumed by policymakers is thus a key part of the debate around alcohol
taxation.

One issue in the debate around elasticities of demand is widespread misunderstanding of how
to interpret elasticities. Critically, price elasticities of demand refer to the expected demand
response to marginal price changes, rather than substantial price changes. They might not tell
us much about how demand will respond to significant changes to the duty system. There is no
reason why the elasticity of demand should be constant for a product, at every price level.

Another consideration is that elasticities also vary significantly across different types of drinker.
Evidence suggests that heavy drinkers and those with alcohol-dependence issues tend to be
less price sensitive than other types of drinker™ - at least in terms of overall alcohol consumption.
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For a particular type of beverage, they might be more price sensitive, switching to other types of
alcoholic drink in the event of price rises.

A range of studies suggest that, overall, alcohol taxation can curb excessive consumption and
generate improved health and other social outcomes. The Alcohol Policy Model developed by
academics at the University of Sheffield has estimated, for example, that a 10% increase in all
alcohol taxes would reduce annual alcohol-attributable deaths by 2.9%'. The World Health
Organisation argues that “an increase in excise taxes on alcoholic beverages is a proven measure
to reduce harmful use of alcohol and it provides governments with revenue to offset the
economic costs of harmful use of alcohol”.

Evidence from countries that have drastically altered alcohol taxation also provide “natural
experiments” into the links between excise duty, alcohol consumption and alcohol-related
harms. In 2004, Finland reduced spirits, beer and wine taxation by 44%, 32% and 10%
respectively. Alcohol consumption increased 10% in 2004. With few exceptions, alcohol-related
harms increased. Alcohol-induced liver disease deaths increased the most, by 46% in 2004-06
compared to 2001-03, which indicates a strong effect on pre-2004 heavy drinkers. Consumption
and harms increased most among middle-aged and older segments of the population, and harms
in the worst-off parts of the population in particular®.

Is alcohol duty “regressive”?

One common feature of the debate around alcohol duty (and indeed other “sin taxes” such as
tobacco duty), are arguments around the distributional consequences of such taxes. Those
calling for lower or frozen rates of duty often argue that taxes such as alcohol duty are regressive
— disproportionately affecting those on lower incomes. This is a position advanced by the free
market think tank the Institute of Economic Affairs, for example®.

Yet the notion that alcohol duty is regressive is questionable. A 2011 report by the Institute for
Fiscal Studies argued that, “if anything, [alcohol price rises are] broadly progressive [in response
to a 5% increase in prices]: the worse-off households lose around 0.1% of their budget on
average compared to almost 0.2% for those further up the expenditure distribution”™.

Even if alcohol duty is regressive, it might be justifiable (to some) on public health grounds. Some
might point to the substantial health inequalities which exist in the UK and argue that higher rates
of alcohol duty are a price worth paying to address this, if they lead to lower rates of consumption
and improved health outcomes. As we discuss in the health chapter of this report, evidence
suggests that alcohol consumption might be more damaging, on average, to low income
consumers. Thisis in part because alcohol-related harms appear to be multiplicative, having even
greater impact when combined with other lifestyle factors such as smoking and poor diet — which
tend to be more prevalent among lower income households. As we touch on later, there is
growing discussion among policymakers around the extent to which lifestyle choices — such as
smoking or drinking excessively — are “freely” made. Evidence suggests that the stress of being
on alow income and under financial pressure can drive irrational choices which individuals would
not countenance under more fortuitous circumstances.

Another point worth noting — which is often left out of public discussions around policy — is that
even if one cares strongly about distributional outcomes, a regressive policy measure might still
be desirable if it leads to other benefits, such as a more efficient tax system or improved health
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and social outcomes. Financial inequalities are probably better dealt with through benefits or
general taxation reforms rather than through “sin taxes”. In that sense, the distributional
arguments around sin taxes, and indeed many other policies, are something of a red herring. As
the Institute for Fiscal Studies has argued:

“A common objection to the use of excise duties as corrective taxes is that they are regressive.
However, this does not provide a strong argument against setting rates to fully correct
externalities and internalities. What matters for meeting distributive goals is the distributional
impact of the tax and benefit system as a whole, not the progressivity or regressivity of any single
tax. In general, policymakers should seek to meet distributive goals through adjustments to the
income tax and benefit system, and should primarily focus excise taxes on targeting market
failures. Of course, understanding the distributional impact of excise taxes can be important in
determining how to adjust other aspects of the tax and benefit system to offset excise tax reforms
that on their own would be regressive.”#

Summary

This chapter has examined, in detail, trends in alcohol consumption across the UK. It identifies
several important trends:

e Alcohol consumption, per capita, remains much higher than in the 1960s, despite
declining from a peak in 2004. Recent years have shown alcohol consumption starting to
rise again.

e There has been a trend over time towards consuming higher strength products, with
consumers shifting away from beer and towards wine and spirits.

e Higherincome groups tend to consume more alcohol.

e There are significant regional variations in alcohol consumption, with spirits accounting
for a higher proportion of all alcohol consumed in Scotland. Scots are also more likely to
binge drink.

e Heavy drinkers account for the overwhelming majority of all alcohol consumed in the
United Kingdom.

e Heavy drinkers or more likely to consume high strength products and consume relatively
more alcohol in the off-trade.

e Alcohol demand tends to decline as prices rise, though estimates of the degree of price
sensitivity vary significantly.

e Alcohol duty accounts for a substantial portion of the price consumers face in the off-
trade.

e Spirits consumption in the on-trade appears to be markedly different than consumption
in the off-trade, with the on-trade market more geared towards premium products.
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6. ALCOHOL DUTY, HEALTH AND SOCIETY

As we have discussed, beyond being a source of additional revenue for the Exchequer, a key
motivation for alcohol taxation is the need to address the externalities generated by alcohol
consumption. In economic terms, an externality refers to a cost that is not properly reflected in
the market price of a good or a service. This occurs when an individual’s consumption of a
product has wider social implications — the cost of the product reflects the value the individual
places on it, and manufacturing costs but not the costs that wider society bears as a result of its
consumption.

The taxation of motor fuel, for example, reflects the need to better ensure that costs associated
with pollution and congestion are reflected in the prices that motorists pay for petrol and diesel.
In the case of alcohol consumption, taxation should, in theory, cover alcohol-related
externalities, such as:

e Alcohol-related crime
e Costs to the National Health Service associated with alcohol consumption
e Other social costs such as family breakdown.

This chapter of the report provides an overview of the externalities associated with alcohol
consumption.

Health impacts
A mixed evidence base on mild-to-moderate alcohol consumption...

Understanding the health outcomes associated with alcohol consumption presents several
statistical challenges. One is the fact that non-drinkers often have very different characteristics
to drinkers; for example, many suffer a health condition which is at least part of the reason for
them not drinking. Given this, it makes it difficult to make an “apples with apples” comparison
between drinkers and non-drinkers.

Another challenge in understanding the health impacts of alcohol consumption is the quality of
the data - including potential under or overreporting in survey datasets. Furthermore, data on
alcohol expenditure over a time period might not be fully indicative of personal levels of alcohol
consumption over the same time period. Someone might buy a bottle of whisky as a gift for
someone else, for example. Consumption of a bottle of whisky might be spread over the course
of a year or several years, rather than shortly after purchase. The extent to which individuals
binge drink or spread their alcohol consumption across the week is also likely to have an impact
on health outcomes, as are other behaviours that individuals engage in. As we discuss in this
chapter, there is evidence suggesting that alcohol-related harms multiply when combined with
other behaviours such as smoking of having a poor diet — further complicating the relationship
between consumption and health outcomes.

There are also likely to be challenges in identifying, with certainty, alcohol-related deaths. While
some diseases such as liver cirrhosis might be easily attributable to alcohol consumption, others
(such as breast cancer) might be more difficult to link to an individual’s drinking patterns.
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A reasonable summary of the health impacts of alcohol consumption is that the evidence base is
mixed for mild-to-moderate consumption, while there is clear, indisputable evidence that heavy
drinking is injurious to health.

On mild-to-moderate consumption, some of the most widely publicised studies in recent
decades on alcohol and health have pointed to benefits — including lower rates of heart disease
from drinking red wine, However, the British Heart Foundation notes that the relationship
between wine and health is a complicated one:

“There is some evidence that a moderate intake of alcohol brings a small reduction in heart disease
risk. But this is not the case for other conditions, such as stroke and vascular dementia, and alcohol
is linked to some cancers.” — British Heart Foundation website

A widely publicised 2018 study, published in the Lancet, argued that there was “no safe level” of
alcohol consumption, stating that “the level of consumption that minimises health loss is zero”#
However, this conclusion is debatable. For example, David Spiegelhalter, a statistician at the
University of Cambridge, noted that this conclusion exaggerates the risks to mild drinkers, which
he describes as “very low risk”?. Further, Spiegelhalter noted that another article published in
the Lancet earlier in 2018 showed worse health outcomes for those that do not drink at all,
compared to those that drink modest amounts of alcohol?®. This is likely to reflect differences in
data and modelling used between the two studies, in addition to the different health outcome
measures adopted.

Although mixed, there appears to be a general trend in the evidence base on alcohol
consumption - away from studies pointing to potential benefits from consumption towards
studies suggesting limited benefits and potential harms from even moderate consumption. In
the Chief Medical Officers’ (CMOs’) 2016 Alcohol Guidelines Review, it was noted that the
“evidence supporting protective effects today is now weaker than it was at the time of the
[Department for Health] 1995 [Sensible Drinking] report and there are substantial uncertainties
around direct attribution to alcohol of the level of protection still observed”?:.

In examining how the evidence on regular drinking has changed since 1995, the CMOs’
guidelines noted that “there is much more evidence on the link between alcohol and cancer -
alcohol is now recognised as a cause of certain cancers by the International Agency for Research
on Cancer”. Given this, the CMOs’ guidelines argue for a more cautious approach to even mild
and moderate levels of alcohol consumption:

“A consequence of [the evidence on alcohol and cancer] is that drinking any amount of alcohol
regularly can cause harm; the risks of cancer for most people are present even at a low level of
consumption, but are lower if drinking is within the proposed weekly guidelines levels”.

... but clear health-related harms among heavy drinkers

While the evidence on mild-to-moderate alcohol consumption and health is relatively mixed, it is
clear the heavy drinking is associated with a range of health problems - including heart disease,
cancer and liver disease. Any benefits from alcohol consumption are negated beyond a certain
level of consumption; the CMOs’ Alcohol Guidelines Review noted that any cardio-protective
effects of moderate alcohol consumpt