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Executive Summary 

We very much welcome the coalition programme to review alcohol taxation to ensure that it 

does not unfairly penalise responsible drinkers, pubs and important local industries.  This 

corresponds very much with our beliefs on alcohol taxation for a sustainable and vibrant beer 

and pub sector. 

Brewing is primarily a domestic industry and through its strong links with agriculture, pubs 

and clubs, plays a huge role in generating local jobs, government revenue, and supporting the 

wider UK economy.  

 Beer sales generate 400,000 jobs in the UK, over three-quarters of which are in pubs 

and clubs and almost 20,000 in the farming and agriculture sector.   

 Sixty percent of drinks sales in community pubs are beer.   

 The beer and pub sector as a whole generates £28 billion of economic activity and 

supports close to one million direct and indirect jobs.   

 Beer sales generate over £7 billion in tax revenues   

 Drinking beer in moderation can be part of an adult’s healthy lifestyle and with an average 

alcohol strength of four percent, beer should be promoted as the drink of choice for socialising 

and conviviality. Pubs are at the very heart of communities, are a key element of our hospitality 

and tourist offering in the UK, and should be championed as the home of responsible social 

drinking.   

However, the industry has been under sustained pressure for some time, with annual beer 

sales plummeting to lower than during the Great Depression and 4,000 pub closures in the last 

two years alone.  Thirty-nine pubs are still closing every week and in the first six months of 

2010 beer sales in pubs were down a further 7.4%.   Brewing industry profits equate to 1p per 

pint, (1% operating margin) compared to 66p in total tax revenue from beer sales. This is not 

sustainable.    

During the previous Administration, duty changes favoured other drinks and helped accelerate 

the switch away from drinking in pubs to purchasing alcohol in supermarkets. Spirits duty was 

frozen for a decade, cider duty also fell in real terms and high strength wines benefited from 

the banded tax system. At the same time all enjoyed considerable growth in sales. 

Whilst we firmly believe taxation is too blunt a tool for tackling alcohol misuse, 

disproportionately impacting responsible consumers and lower income groups, we do support 

the view that the tax system should encourage the consumption of lower-strength drinks, such 

as beer, in the supervised environment of pubs. Currently, this is not the case. A re-balancing of 

the duty system in this manner would lead to a win-win situation for the Government and 

consumers in terms of both economic and societal benefits. A recent Oxford Economics study 

confirms the potential economic benefits of such a system, generating up to 30,000 jobs and 

additional tax revenues. 

In terms of a specific proposal to further increase taxation on high-strength beers, we do not 

believe this can be justified.  Whilst we see some potential merit in a banded duty system for 
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beer, this is not currently possible for EU member states operating an abv-based system. Even 

if this were permissible, we would fully expect higher strength beers to pay less duty than 

stronger wines and spirits to reflect the higher production, distribution and retailing costs. 

These products are already more expensive to the consumer, in terms of alcohol content and 

remain a lower-strength alternative to wines and spirits. 

 High-strength beers account for only a very small percentage of the alcohol market (c.0.4%) 

and this includes speciality beers imported from Belgium and elsewhere and vintage ales 

produced by regional and local brewers – neither of which are readily associated with binge 

drinking.  Indeed, all the evidence suggests that in terms of both ‘up tempo’ nights out in the 

on-trade, and heavy drinking occasions in general, it is spirits that considerably over-index and 

are much more widely consumed.  High-strength beers, as indeed do all beers, already pay 

more tax per unit of alcohol than wine at 13% abv and above and 2.5 times the amount of duty 

than ciders of the same strength. Changing the definition of cider will not alter this and, for 

example, will continue to disadvantage vintages ales and speciality imported beers compared 

to similar cider products.  
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1. Beer duty: economic contribution and revenue-raising 

The UK brewing industry makes a huge contribution to public services via the £3.2 billion paid 

in excise duty each year as well as the additional £4 billion tax revenues directly raised through 

sales of beer of in the UK1.  However as noted by Price WaterhouseCoopers in 20092 “the 

current duty rate is almost at the revenue-maximising level and that any further significant 

increase will result in a reduction in the tax revenues obtained by the Government from the 

brewing industry”. 

Similar results have been shown in a number of studies by Oxford Economics, who in 2009 

found that if beer duty were frozen at current levels, rather than increased by inflation +2% (as 

proposed) this would save 7,500 jobs in the next 12 months alone and increase net revenue 

from beer sales by £37 million in 2010/113 

Chart 1: Recent duty rises had not led to additional revenues and sales have plummeted.. 
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UK Beer Duty and Beer sales, 1997-2010 

UK Beer Consumption

Beer duty rate

Beer Duty Revenue

 

Why is this? Despite a long term decline in sales, beer remains the nation’s favourite drink, 

with 23 million pints sold every day4. Around 90% of beer sold in the UK is produced in the UK 

and 85% of raw materials and other goods and services required to produce and sell beer are 

sourced from the UK5.  Unlike other drinks, over half of beer is sold through the labour-

intensive and high value-added pub and wider hospitality sector (the “on trade”).  The result of 

these factors is that beer sales directly support over 400,000 UK jobs5. Sales of beer in the on-

trade are also increasingly price sensitive3.  Pubs, 85% of which are SMEs, are unable to absorb 

                                                           
1
 Oxford Economics (2009). The profit pool from beer 

2
 Pricewaterhouse Coopers (2009). The economic impact of excise duty changes on the European Brewing Industry: UK 

results 
3
 Oxford Economics (2009). The impact of the excise duty escalator on the beer market 

4
 HM Revenue & Customs 

5
Ernst & Young (2009). The contribution of beer to the European Economy 
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duty increases and consequent price increases significantly reduce demand and result in lost 

jobs. This then has wider revenue implications in terms of sales and employment-related taxes. 

 Therefore we believe any further increases in beer duty would be counter-productive as 

it would raise little if any additional revenue, hit sales hard accelerating the closure of 

community pubs and lead to the loss of thousands of jobs in the beer supply chain, many of 

which are in small towns and villages.   As the PwC study in 2009 concluded: 

“These findings highlight the importance of considering the wider consequences of beer excise tax 

changes on the UK economy and on overall tax revenues.  The structure of the industry, its links 

with the on-trade sector and the wider economy, and on how excise changes ultimately impact on 

demand, mean that changes to excise rates will have an effect well beyond the change in total 

excise revenue.” 

 

Beer and pubs 

The decline in UK pub numbers in recent years has mirrored the fall in on-trade beer sales.  

Whilst food and soft drinks are an increasingly important revenue streams for pubs, beer 

remains the key offering for the majority.  Of total alcohol consumed in the on-trade around 

60% is beer. Just considering pubs (i.e excluding restaurants, hotels and night clubs) this figure 

is often much higher6.  This compares with the off-trade where only 27% of alcohol consumed 

is beer. 

Chart 2: Alcohol Consumption in the On and Off Trades by Drink Type 

 

 

 

                                                           
6
 CGA data for 2009 showed beer accounted for c.74% of alcohol sold in non-managed pubs, 64% in managed pubs and 

67% in independent pubs. 



Government Review of Alcohol Taxation 2010 

 

Page 5 

The following chart shows the considerable employment generated by the beer and pub sector 

– almost one million jobs. 

Chart 3: Employment Generated by the Beer and Pub Sector 

 

 

Interaction of tax and price 

A key issue when considering the impact of tax changes must be the actual impact on retail 

prices and hence demand.  In the on-trade, duty increases usually lead to retail prices rising by 

greater than the duty increase itself.  For example, pub and club pricing is generally based on 

applying a certain mark-up (i.e. a fixed gross profit margin) over their input costs which 

include duty.   Duty increases will therefore result in greater increases in price.  

 In the off-trade, the opposite impact has occurred in recent years with duty increases not 

being fully passed-through as supermarkets have maintained very low prices for beer, and 

used beer as a key traffic driver for wider sales.  Pubs, 85 per cent of which are SMEs, do not 

offer the same range of products as supermarkets and are not able to adopt such a policy and 

absorb duty rises on beer. 

The following table illustrates how a 1p a pint duty increase will generally result in an increase 

in the selling price in a pub or club of at least 2p and up to 5p.   The pub business model is 

generally predicated on a gross profit percentage basis.  This is vital in relation to cash flow 

projections, ensuring sufficient working capital and ultimately a sustainable business.    The 

Federation of Licensed Victuallers Associations (FLVA) publish an information sheet for their 

members with the multipliers licensees need to apply to calculate required gross profit 

percentage.   
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Table 1: Impact of a 1p duty increases on pub/club beer price  

 

 
 

Based on maintaining a 50% gross profit percentage a 1p duty increase in the Budget will 

result in a 2.3p increase in price of an average pint of beer at 4.2% abv (assuming all other 

costs remain unchanged and no other agents in the beer supply chain also pass on price 

increases greater than the duty amount to maintain a fixed margin).   If a licensee needed to 

maintain a 60% profit margin on beer, this would increase to 2.9p.  Even on a gross margin as 

low as 40% this would result in a 2p increase.   Under all these scenarios, if licensees price to 

the nearest 5p then, then bar prices could increase by 5p.  Economic studies by both Oxford 

Economics (2004) and PriceWaterhouse Cooper(2009) have confirmed this scenario 

calculating than on average a 1p beer duty increase had lead to on-trade prices increasing 

between 3 to 3.5p. It is vital therefore that pass-through is considered in a tax system that does 

not unfairly penalise pubs. 

The following chart shows the relationship between duty changes and retail prices in the on-

trade and off-trade. 

Chart 4: Change in On and Off Trade Beer RPI and Beer Duty since 1997 

Duty Cost 

price (excl. VAT) (incl. VAT) 
Pre-Budget price (£'s) 0.40 1.14 2.27 2.67 

Post-Budget price (£'s) 0.41 1.15 2.29 2.69 

Difference  0.010 0.020 0.023 

Retail Price 

0.010 
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     2.  Beer Duty & Public Health  

We support the view that high excise taxes are too blunt an instrument to tackle alcohol 

misuse.  Such an approach disproportionately impacts on low income groups (particularly in 

the case of beer, where a higher proportion is consumed by those in low paid manual/routine 

occupations)7 and on consumers who enjoy the benefits associated with moderate 

consumption.  Research evidence also shows that those who drink alcohol at harmful levels are 

likely to be the least sensitive to price8 . As well as varying price sensitivity of different 

products and different consumers, the interaction between tax changes and retail price is also 

extremely variable (as discussed in section 1). Excise duty is paid by the producer selling into 

different trade channels and to wholesalers and retailers with varying business models and 

purchasing power.     

However, we do advocate a more balanced excise duty regime and one that stimulates the 

consumption of lower alcohol products with the associated health, social and economic 

benefits that may result.  Although all alcoholic drinks can be abused, beer is a dilute adult 

beverage, low in alcoholic strength and made from natural ingredients.  It has long been 

recognized as the drink of choice for socialising and conviviality.   The ratio of water and 

nutrients (96%) to alcohol (4%) means the ability to get intoxicated very quickly and to 

dangerous levels from drinking average strength beers is constrained by volume and capacity. 

Two sets of data from Alcovision, the UK’s leading provider of data on drinking patterns and 

occasions highlight this.  The first tables examines what young adults (18–24) consume in the 

on-trade overall and what they consume on up-tempo occasions which is defined by Alcovision 

as a combination of “going clubbing, out on the pull/chatting up/flirting, a big night out and 

special celebrations”.    

Table 2: Young adult on-trade drinking patterns  

  Total on-trade 
 

Up tempo occasions 

  
Total 
18-24 

Male  18-
24 

Female 
18-24 

 
Total 18-24 

Male  18-
24 

Female 
18-24 

    
 

  
 

  
 

  
Base (serves) 15085 9471 5614 

 
5935 3639 2295 

    
 

  
 

  
 

  
  % % % 

 
% % % 

Beer 32.9 45.7 11.3 
 

23.8 34.6 6.7 

Cider 8.6 9.9 6.5 
 

6.6 7.9 4.5 
Spirits 34.2 28.3 44.1 

 
44.8 40.0 52.4 

Wine 11.2 6.8 18.6 
 

8 4.2 14.1 
RTDs 9.6 6.8 14.2 

 
12.5 10.1 16.3 

Other 
Alcohol 3.5 2.5 5.4 

 
4.3 3 6.1 

Source: Alcovision Y/E March 2010 (% of alcohol serves) 

                                                           
7
 National Statistics (2008): General Household Survey 

8
 University of Sheffield (2008). Modelling alcohol pricing and promotion effects on consumption and harm (p51) 
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The table shows that spirits and RTDs are more associated with up-tempo occasions than on-

trade consumption overall among this group, accounting for around 50% of drinks consumed 

by young males and approaching 70% of drinks consumed by young women.  This age-group 

also consume a greater proportion of spirits and RTDs than the total population of on-trade 

drinkers. Whilst beer accounts for 33% of on-trade consumption by young adults, this falls to 

less than 24% on up-tempo occasions. 

Considering total consumption (on-trade and off-trade), spirits are of much greater importance 

to heavier drinkers accounting for 29% of drinks consumed by heavy drinkers but only 12% 

among light drinkers.  The charts also show that super-strength beers (>=7.5% abv) are largely 

insignificant across all groups, accounting for less than 1% of drinks consumed even among 

heavy drinkers.  It should also be noted that heavier drinkers as defined here could still be 

consuming within Government recommended guidelines.  

Chart 5: Share of volume drunk by light, medium and heavier alcohol drinkers.   

 

  

 

 

 

 

 

 

 

 
 
 
Light = <3 serves in 7 days; medium 3-7 serves in 7 days; heavy >7 serves in 7 days.  
 
Source: Alcovision Dec MAT (% of serves) 
 

Annex A provides a more detailed analysis of the UK beer market in terms of the demographics 

of the consumer of the main categoriesof beer and also considers on-trade and off-trade 

occasions where different drinks are most prevalent.  

The recent WHO global strategy to reduce the harmful use of alcohol recommends reducing 

alcoholic strengths [within product categories] as a policy tool. Recent years have seen a 

number of brewers produce lower-alcohol variations of their major brands providing 

additional choice to consumers.  

Unfortunately there are a minority who do misuse beer and the industry is fully committed to 

tackling the harms caused by such individuals. Our core principles on alcohol responsibility 

3 2 2 

12 16 
29 6 4 

5 

3 2 

1 

43 
39 

24 

33 
37 39 

0.1 0.1 0.5 

Light Medium  Heavy 

% 

Superstrength 
Lager 

Other Beer 

Wine 

FABs 

Cider 

Total spirits 

Other Alcohol 



Government Review of Alcohol Taxation 2010 

 

Page 9 

(and more broadly) are set out in Annex B.   The beer and pub sector is playing a full part in the 

£100 million Campaign for Smarter Drinking. A further £15 million over three years has been 

pledged to the Drinkaware Trust, an independent trust aimed at protecting and promoting 

public health through education and research on alcohol related matters.  Over 90% of 

packaged beer sold in the UK is now unit labelled,   80% contain the Drinkaware website 

details, and 75% a responsible drinking message. UK brewers are committed to labelling all 

bottles and cans with unit information, a pregnancy warning and the Chief Medical Officers 

drinking guidelines.    Brewers also invest £50 million a year in community programmes. 

The licensing system is also a key tool to ensure alcohol is retailed in a responsible and safe 

manner and whilst we have some fundamental concerns regarding some of the changes 

currently being proposed to the licensing regime, we strongly support a robust approach by 

the authorities to those premises that encourage irresponsible consumption. We support the 

Government’s proposals to ban below-cost selling as part of the responsible retailing of alcohol. 

However, we also believe it is now time for a change of emphasis. There has never been a 

greater range of powers available to tackle irresponsible operators. More needs to be done to 

promote effective partnership working at local level, improved management of public spaces, 

efficient enforcement, and the responsibility of individuals to behave in a socially acceptable 

manner. 

  

3. Beer tax compared to other drinks 

During the previous Administration, spirits and cider received preferential duty treatment 

whilst stronger wines also benefited from a banded duty system. All enjoyed considerable 

growth during this period.  Beer fared the worst in terms of tax treatment and the market was 

also in decline during this period. 

Chart 6: Duty changes (in real terms) and sales by drink type 

 

 

There is a misconception that the fairest way to tax different drinks would be to base tax solely 

on alcohol content (equivalence). However this is not a logical tax policy because it does not: 



Government Review of Alcohol Taxation 2010 

 

Page 10 

 take account of the different composition and characteristics of drinks 

 recognise the different cost structures of different industries, the wider economic 

impact  and different predominant circumstances of consumption 

 result in “equal treatment” of different alcohol beverages and particularly disadvantages 

low-strength fermented beverages in terms of cost to the consumer 

 take account of the different health and social dimensions between products  

Because of these factors, nearly all countries apply a higher rate of tax for spirits per unit of 

alcohol than for beer and other fermented beverages.   However in the UK the ratio of beer duty 

to spirits duty has been significantly reduced over the past two decades making spirits 

progressively cheaper relative to beer. In the UK, high strength ciders and spirits are now the 

cheapest forms of alcohol available to the consumer.  This is primarily due to the tax system. 

How beer is disadvantaged compared to spirits under the current tax system has been 

highlighted in recent studies by PriceWaterhouse Coopers9 and Oxford Economics10.   Both 

studies calculated that the cost of producing alcohol in the form of beer was three to four times 

higher than producing spirits and that this difference was significantly greater than by the 

higher rate of duty charged on spirits (1.4 times).  

Chart 7: Cost of producing a litre of pure alcohol in beer and spirits: UK 20079 

 

As the chart shows, despite the higher rate of duty on spirits per Iitre of alcohol, the system still 

disadvantages beer in terms of overall costs per litre of alcohol produced11.  

This higher cost of delivering lower-alcohol products such as beer to the consumer can also be 

shown in retail prices. Excluding tax, alcohol in the form of spirits is the cheapest form of 

                                                           
9
 Price WaterhouseCoopers(2009). Comparable cost analysis for the European alcoholic beverage sector  

10
 Oxford Economics (2007). The impact of excise duties on the beer and spirits markets 

11
 Since this report, beer duty has increased a further 27% and spirits duty by 22% further disadvantaging beer. 
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alcohol available to the UK consumer. Including tax, cider and then spirits are the cheapest.  

The pre-tax price of a unit of alcohol in the off-trade in the form of vodka and gin (8p) is less 

than half the price for beer (18p).  The average pre-tax price for all spirits is 10p per unit of 

alcohol.  Including tax (duty+VAT), alcohol in the form of beer costs 42p per unit on average 

compared to 37p for Vodka, 38p for Gin, 39p for all spirits and 33p for cider. The extremely low 

profitability of brewers (1p per pint) should also be borne in mind when considering these 

prices. 

Chart 8: Price of a unit of alcohol in different drinks: UK off-trade 

 

Source: Nielsen. MAT June 2010 

Over half of beer volume (53%) is sold through the on-trade, the vast majority in draught 

format with additional retailing and technical services costs. Therefore in terms of cost to the 

consumer it is appropriate to consider the weighted average of on-trade and off-trade prices. 

The average pre-tax price (50p) and tax inclusive price (79p) per unit of alcohol for all beer 

sold in the UK is the highest by some margin compared to the other main drinks categories.  
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Chart 9: Price of a unit of alcohol in different drinks: Total Trade 

 

Source: Nielsen/CGA MAT June/March 2010   

In summary, if drinks were competing solely on the basis of alcohol content then beer would 

not be produced.   As a relatively low alcohol drink, beer has higher production, distribution 

and retailing costs per unit or litre of alcohol than the majority of other alcoholic drinks as well 

as the technical services costs associated with draught sales.  On this basis alone we strongly 

oppose equivalent taxation based solely on alcohol content across all drinks.  

The current duty system not only disadvantages beer compared to spirits but also compared to 

cider and to higher strength wines.  European law means wine and cider are both taxed per 

hectolitre of product rather than by alcohol content like beer and spirits.  

The table below compares the rate of tax for different drinks both in the UK and Ireland. Wine 

and cider have been converted to average strength (as comparisons will vary at different 

strengths). 

 Table 5: Tax per unit of alcohol and ratio of beer to other drinks 

beer (<=2.8%) Beer cider* strong cider* wine* Spirits

Uk duty rate (pence) 17.3 17.3 6.7 6.3 18.0 23.8

Ireland duty rate (pence)* 6.4 12.9 10.8 15.6 17.2 25.5

UK ratio of beer duty to other drinks 1.0 1.0 0.4 0.4 1.0 1.4

Ireland ratio of beer duty to other drinks 0.5 1.0 0.8 1.2 1.3 2.0  

*£1 = 1.22EURO and based on an average abv of 5% for cider, 8% for strong cider and 12.5% for 

wine  

Even at historical low exchange rates, beer duty in the UK is now 40% higher than in Ireland 

while all other categories are lower in comparison.  In the UK, duty on cider is 40% of the beer 

duty rate compared to 80% in Ireland.  Cider is the drink with characteristics most similar to 

beer and in most direct competition, therefore it is between these two products where you 
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would expect duty to be most comparable.  Production and distribution costs, which make up 

the bulk of costs are directly comparable for producers of a similar size. The BBPA believe 

steps should be taken to more closely align beer duty and cider duty 

At average strength (12.5% abv) wine pay a comparable duty rate per litre of alcohol to beer 

(1.04 times). However, higher-strength wines (13% to 15% abv), which account for around 

one-third of sales, pay less comparable duty than beer due to the flat rate paid on all wine.  

Conversely lower-strength wines pay more equivalent duty than beer. Recent studies have 

shown that demand for wine is considerably less price-sensitive than beer in the UK12  and is in 

long term growth. Wine is 99% imported and over 85% is sold through the off-trade and 

therefore generates considerably fewer UK jobs than beer13.  

Since 1983 beer duty and wine duty have increased in line with one another (although average 

wines strengths have increased over this period and yet the Treasury have received no 

additional revenue from this).  The markets have changed significantly over the last two 

decades and we believe the Government should now consider beer duty and wine duty 

separately at Budget time. Recent ECJ rulings confirm this is permissible and that the rates can 

differ. 14 

The table shows that ratio of beer duty to spirits duty based on alcohol content.  In most 

European countries including Ireland the ratio is at least 1:2 for the reasons outlined earlier.   

The ratio in the UK has been steadily declining from a high of 1:4 in the mid-1970s, to 1:2 in 

1990, to 1:1.4 today.  We believe the current tax system is discouraging the production and 

consumption of low-strength fermented beverages such as beer and that the UK should move 

towards a more balanced system of taxation between different drinks more in line with the 

Irish system.  

New econometric analysis undertaken by Oxford Economics considers the impact a duty 

regime more in line with the Irish system and where the duty rate for alcohol beverages is a 

positive function of strength (within the constraints of current EU law)15 .  The report 

concludes that a system that was revenue neutral in excise duty returns would generate an 

estimated 29,500 jobs – mainly in pubs and the wider hospitality sector.  Employment taxes 

and corporation tax would both increase, offsetting a small fall in VAT, increasing net revenue 

from the production and sale of alcohol beverages by almost £250 million by 2013/14 

compared to the current forecasts.  The Exchequer would also benefit from lower benefit 

payments.

                                                           
12

 Oxford Economics (2009): Economic impact of the Budget and PBR; HMRC: latest estimates 

13
 Oxford Economics (2009): The impact of removing the duty escalator for alcoholic drinks 

14
 ECJ C-167/05  The Commission v The Kingdom of Sweden 

15
 Oxford Economics (2010): A single system for taxing alcoholic beverages 
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       4.  Progressive Beer Duty  

The BBPA supported the introduction of PBD in 2002 as a way of stimulating the micro-

brewing sector and offsetting the production diseconomies of scale of the smallest brewers 

although had reservations regarding distortions in competition.  Analysis at the time by the 

BBPA suggested that the appropriate discount for the smallest brewers would be around 7.5% 

(c. £7 per barrel) and tapering to zero at the maximum limit allowed of 200,000 hl 

The PBD system introduced in the UK gave a 50% duty reduction for brewers producing up to 

5,000 hl (c.£39 per barrel) before scaling down to a 7% reduction at 30,000hl (giving the same 

cash equivalent) and then, following a review in 2003, a further scaling down to 0 at 60,000 hl.   

The PBD system has stimulated considerable growth in the micro-brewer sector with around 

300 new brewers entering the market and receiving the 50% abatement since 2002 and 

generating interest in the wider category. However the 50% abatement, (now worth c.£57 per 

barrel) means that those brewers just above the prescribed size thresholds are at a significant 

commercial disadvantage  and there is a considerable disincentive for eligible brewers to grow 

beyond the thresholds set.   This has been exacerbated as the overall duty rate has been 

increased considerably above inflation in recent years, and so the absolute level of duty 

abatement has increased further. 

We recognise that PBD is not the primary focus of this review but the BBPA is calling on the UK 

Government to formally review the current PBD system this Autumn and bring forward any 

proposed changes ahead of the 2011 Budget to ensure a fair and sustainable system for the 

long term.  

 

5. European Law: A review of the Excise Directives 

There are constraints with regards to the taxation structure of different drinks under European 

law and the BBPA, SIBA and CAMRA have submitted a paper to the European Commission 

calling for additional flexibility for member states in relation to excise duty as part of the 

current review of the EU Excise Directives. This would include additional flexibility to tax beer 

in strength bands, to increase the threshold where a reduced rate of beer duty can be applied 

(currently 2.8% abv compared to 8.5% abv for wine and cider) and a change to the PBD system 

so all brewers could benefit up to the first 200,000 hl of production.  We believe it is important 

that the UK Government are fully engaged in the review process now underway and propose 

changes that could assist in a fairer balance of taxation in the UK,  greater flexibility in 

determining duty structures nationally and support for UK brewers exporting to other Member 

States. 

 

6. Fraud  

UK brewers are concerned at the level of duty fraud, which is undermining legitimate 

businesses already struggling with falling volumes and marginal profitability.  The industry is 

working alongside HMRC to assist in their understanding of supply chains and providing 
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information and data to help target areas where fraud may be occurring.  We believe the 

refreshed alcohol strategy, with robust enforcement using new powers available, is starting to 

achieve results.  However, continuing to increase duty rates above inflation and further 

widening the duty gap between the UK and its nearest neighbours in a single market will only 

increase the incentive for further fraud.    

 

7. High Strength Beers 

The beer market can be classified in to six strength-based categories for the purpose of analysis 

and measuring trends. Whilst, historically, these strength categories have been considered a 

proxy for the “premium” nature of the brand (which was generally reflected in the price), this 

is not always the case in brand marketing today. Often a lower-strength product may be 

marketed as a premium brands. 

Chart 10: Percentage of Total Beer Sales by Strength Category 

 

Source: BBPA Annual Barrelage Survey 2009. 

Beers between 3.4% and 4.1% abv account for over 60% of the market.  Ales tend to vary 

across this range whereas the major lager brands are generally between 3.8% and 4% abv.  

Similarly with beers between 4.2% and 5.5% abv most lagers are close to 5% abv.  Many 

‘premium’ ale brands will be around 4.5% on draught, but often with a bottled/canned version 

of the brand at a higher abv.   However, there are at least two thousand ale brands in the UK 

and many seasonal ales and winter-warmers will be between 5.6% and 7.5% abv.  Super-

strength beers (>7.5% abv) account for less than 1% of the beer market (and hence less than 

0.4% of total alcohol consumption). Whilst a large part of this volume is accounted for by a 

small number of lager brands, there are also an increasing number of imported speciality and 

craft beers from Belgium and elsewhere that fall in to this category. This is a growing part of 
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the UK market and is vital in maintaining and growing interest in a declining market and 

promoting the diversity of beer.  A number of regional and local brewers also do vintage ales 

and stouts which are an increasingly important part of their portfolio and are >=7.5% abv.  

 If the definition of “high-strength” beer was >=6% abv, this would still only account for around 

1% of the total market but capture many more premium ales and speciality imported and craft 

beers which are clearly not a particular concern to Government in terms of tackling binge 

drinking .  

As also highlighted by data on drinking patterns in section 2, the size and scope of the high-

strength beer category makes it difficult to envisage how a further tax/levy on these products 

is justified. It would have no discernable effect on tackling social disorder and wider health 

related issues but would disproportionately impact on a category that is already more costly to 

the consumer in terms of alcohol content than spirits, strong ciders and many strong wines. A 

high-strength beer is still relatively low in strength in terms of the wider alcohol category. In 

terms of consumers, around 100,000 adults drink super-strength lager out of around 32 

million adults who consume alcohol each week. 

In some EU member states, beer is taxed by degrees plato and under this system duty rates can 

vary between bands of up to four degrees plato.    This allows differential rates between lower 

and higher strength beers.  However there is no direct relationship between final alcohol 

content and degrees plato (a measure of fermentable sugars). Any change from an abv-based 

system to a plato-based system for beer in the UK is inconceivable in terms of the 

administrative and regulatory change that would be required and consequent costs to 

Government and the brewing sector.   

 We believe the Government should look more broadly at re-balancing the wider alcohol duty 

system and encourage consumers towards choosing lower-strength fermented beverages such 

as beer which in turn supports the community pub.  Such an approach would yield the desired 

economic and societal benefits. 

31.Aug.2010 

*** 
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ANNEX A  

ADDITIONAL MARKET INSIGHT 

As part of the Treasury’s review into alcohol taxation, the BBPA have been asked to provide insight 

into the UK beer market and also into drinking habits amongst alcohol consumers. The main focus 

of the Treasury review is on ‘problem drinking’. This includes an examination of higher-strength 

products and a number of patterns of consumption that have been identified as causing a higher-

risk of social or health harm, namely those drinking higher than recommended levels of alcohol at 

home on a regular basis and those on ‘a big night out’. 

The UK beer market 

The vast majority of beer sold in the UK is between 3.5 and 5 per cent abv. As with most products 

there are outliers, these include non- and low-alcohol beers and higher-strength products. Chart 10 

in the main report shows a breakdown of the different strength bands of beer consumed in 2009. 

This highlights that almost 97% of beer sold in the UK falls between 3.5% and 5.5% abv. It is 

estimated that less than 1% of beer falls between 5.5 and 7.5% (this would only be niche, specialist 

products such as Leffe and stronger seasonal ales). Beers over 7.5% account for just 0.8% of the 

market, and this has fallen from 1.2% since 2005. This sector includes traditional higher-strength 

lager and increasingly, niche, imported brands. Beers below 3.3% make up just 1.4% of the market 

but have been growing in recent years. 

Beer sold in the on-trade has a slightly lower average strength than in the off-trade. 

Super strength/niche beers 

As mentioned above, the section of the beer market of over 7.5% makes up less than 1% of the beer 

market (and considerably less of the total alcohol market) and includes a number of brands, 

including traditional higher-strength lagers, imported (Belgian) beers and stronger ales.  The table 

below gives a breakdown of the profile of consumers of these beers along with the wider beer 

category. 

Total beer Lager Ale/stout Super strength

Male 79.9 76.4 88.2       84.1

Female 20.1 23.6 11.8       15.9

18-24 14.9 19.2 4.7         6.6

25-34 19.7 24.0 9.5         19.0

35-49 31.3 32.8 27.7       37.7

Over 50 34.2 24.0 58.4       36.6

AB 25.9 24.8 28.5       4.0

C1 28.0 28.6 26.6       24.8

C2 24.5 24.7 24.0       21.6

DE 21.6 21.8 21.1       49.6  

Source: Alcovision, combined MATs, Dec 2005-2008 

BBPA data shows that beer sales over 7.5% have fallen by nearly 40% since 2006, with the 

traditional higher-strength beer brands suffering a deeper decline. The niche products, whilst a 

smaller element, tend to be expensive and aspirational and these are outperforming the segment 

significantly. 
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Drinking occasions 

At the Treasury workshop held with the brewing industry on the 16th of August, three areas were 

identified as ‘problem drinking’. These were: 

 Long-term public health – identified as people drinking at home, unaware of their 

consumption 

 Short-term public health – those on ‘big nights out’ who put themselves and others at risk 

and place a strain on A&E services in particular 

 Short-term disorder issues – those who drink heavily and ‘cause trouble’ 

The data below attempts to show the types of drink that people are consuming.  

On-trade:  

Beer is the drink of choice in the on-trade with nearly 60% of consumption being beer, 13% wine 

and 21% spirits. This highlights the importance of beer to the on-trade, and pubs in particular.  

The share of alcohol consumed varies considerably by different drinking occasions. The table 

below shows a range of the most popular on-trade drinking occasions (as defined by Alcovision) 

and the proportion of each drink consumed on each occasion. Other alcohol includes cocktails and 

shooters, and have been categorised in this text as spirits. Please note that the occasion titles are as 

defined by Alcovision. 

The data shows that on ‘big nights out’ and other late-night occasions there is a dramatic switch 

away from beer towards wine and predominantly spirits. When people go out to a nightclub about 

half of the alcohol consumed is in the form of spirits, the majority of this being vodka. 

The data also demonstrates that beer is the drink of choice for more sociable, leisurely occasions, 

such as having a ‘quiet drink’ and meeting friends. 

  
Total On 

Trade 
Going 

clubbing 

A big night 
out/a 

party/special 
celebration 

A 
sociable 

get 
together 

Meeting 
friends 

A quiet 
drink 

Beer 57.1 33.4 34.1 58.5 65.0 71.7 

Cider 3.9 2.0 3.1 4.4 4.0 4.7 

Wine 13.3 3.2 21.5 9.9 8.0 7.5 

All spirits 22.3 48.2 35.1 24.2 20.4 14.5 

Vodka 11.2 31.0 18.7 12.6 9.7 5.6 

Whisky 4.3 6.5 4.9 4.0 4.9 4.5 

Other spirits 6.8 10.7 11.5 7.6 5.8 4.4 

RTDs 2.6 11.6 4.5 2.4 2.1 1.0 

Other alcohol 0.8 1.4 1.9 0.7 0.6 0.7 

Source: Alcovision, combined MATs, Dec 2005-2008 
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Off-trade:  

Whilst people are at home, wine tends to be the drink of choice. The table below shows the share of 

consumption for each drink in the off-trade as a whole and on specific occasions. 

  
Total Off 

Trade 

A drink before 
going out/to start 

the evening 

Regular 
evening/lunchtime 

drink 

Just 
having a 

drink 

Beer 28.6 35.2 22.8 31.4 

Cider 3.2 3.5 2.9 4.3 

Wine 40.9 22.5 50.7 37.0 

All spirits 23.8 35.5 20.6 23.4 

Vodka 7.7 19.2 4.2 7.4 

Whisky 8.4 5.7 9.9 8.6 

Other spirits 7.7 10.6 6.5 7.4 

RTDs 0.9 2.2 0.2 0.9 

Other alcohol 2.5 1.0 2.7 3.2 

Source: Alcovision, combined MATs, Dec 2005-2008 

Wine can be seen to be the most popular drink in the off-trade, followed by beer and then spirits. In 

terms of regular consumption in the evening or lunchtime, wine’s share of consumption increases 

significantly and accounts for most ‘regular’ off-trade drinking. The increasing average strength of 

wine has also contributed to a greater proportion of total alcohol being consumed through wine. 

The table below shows the trends in average strengths of beer and wine, and shows that while the 

strength of beer has remained fairly constant, wine has risen markedly. 

  Average beer ABV Average wine ABV 

2000 4.16 11.84 

2001 4.15 11.99 

2002 4.15 12.14 

2003 4.16 12.28 

2004 4.23 12.43 

2005 4.16 12.48 

2006 4.18 12.53 

2007 4.21 12.58 

2008 4.16 12.58 

2009 4.19 12.58 

Source: BBPA, HMRC 

Pre-loading 

The table on drinking occasions also shows a big switch to spirits amongst those who drink before 

going out, or ‘pre-load’. The speed with which spirits can be consumed will also lead to higher 

levels of consumption. Beer also over-indexes slightly on this measure. This seems particularly 

prevalent amongst younger drinkers. A 2008 CGA/Galaxy FM survey found that 71% of 18-24 year 

olds drink at least one alcoholic beverage before going out for the evening. This has fallen from 

75% in 2005. 

Drinking wine or spirits at home also leads to people consuming more as serve sizes tend to be 

larger. A survey carried out by the NHS campaign ‘Know your Limits’ found that when consumers 
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were pouring for themselves they delivered 38 millilitres, over 50% more than a standard on-trade 

shot. 
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ANNEX B   

BBPA CORE PRINCIPLES 

We are about championing beer and pubs, promoting alcohol responsibility and seeking a fair 

and supportive policy regime 

(a) Championing beer and pubs  

 We champion beer’s sociability, refreshing taste, diversity and low strength versus 
other products 

 We are advocates for the beer and pub sectors contribution to the UK economy and 
social life  

 We champion pubs as the centre of hospitality and tourism, and at the heart of our 
communities and our culture. 

 

(b) Alcohol Responsibility   

 We want our beers to be enjoyed, not abused, and we champion the pub as the home of 
responsible social drinking.  

 We believe that responsible marketing and retailing of alcohol products is a key way to 
reducing harm. 

 We believe in providing balanced and accurate information to consumers to empower 
informed choices   

 We are appalled when drunkenness and anti social behaviour get in the way of the 
sociable enjoyment of our beers and pubs and we are committed to working with all 
stakeholders to address irresponsible drinking 

 

(c) A fair and supportive policy regime  

 We believe that one of life’s simple pleasures - enjoying a beer with friends - is 
overtaxed 

 We promote fairness within the UK duty regime 
 We believe Government economic and social policy should encourage consumers 

towards lower strength drinks such as beer and promote pubs as the heart of 
communities and the home of responsible social drinking 

 Our sector brings very significant benefit to the UK rural and manufacturing economies 
and local, pub-based communities and should be treated fairly to ensure a sustainable 
future. 

 

BBPA members account for 98% of UK beer production and own or operate around two-thirds of 

the UK’s pubs. 

 

 


