
DUTY FRAUD
How to tackle beer duty 

fraud without slowing growth
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DUTY FRAUD TODAY

Beer duty fraud as a percentage of  total 
UK beer consumption 

Excise duty fraud in the UK is a complex issue which affects tobacco and, to a lesser degree, alcohol - including spirits, beer 
and wine. HMRC is currently consulting on additional legislative options to reduce beer duty evasion:

•	 Fiscal marks for packaged beer 
•	 Supply chain legislation 

The brewing industry is committed to working with the Government and our customers to tackle fraud but do not think these 
proposals are proportionate or effective. They would impose major operational burdens and millions of  pounds of  additional 
cost on an already overtaxed British industry. These measures would inhibit the industry’s ability to contribute growth and 
employment to the UK economy. Many smaller and specialist beer brands would vanish from import and export markets, 
reducing choice for consumers, retailers and pubs. 

While the Government’s current duty fraud strategy, introduced in 2010, has not been fully implemented and is yet to be 
assessed, HMRC has reported improved intelligence leading to greater detection of  fraud since its introduction. 

Brewers believe the scale of  the problem 
is exaggerated. An independent report 
by KPMG confirmed that more work is 
required to reach a robust measure of  
the scale of  beer fraud which should 
form the basis of  any decision on new, 
and therefore unpredictable, market 
interventions. Brewers consider this 
measure essential both to a proper 
assessment of  the proportionality of  any 
intervention, and to judging its impact.

HMRC 
mid-estimate

Actual seizures

HMRC 
mid-estimate

Industry 
estimate

HMRC estimated the beer tax 
gap at £500m.This figure is not 
plausible. It would mean around 
77 lorries of  illicit beer entering 
the UK every day - equivalent to 
the total size of  the independent 
off-trade sector (convenience 
stores, etc.)

HOW MUCH REVENUE IS 
LOST TO BEER FRAUD?
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HMRC’s proposals place additional red tape 
and costs onto legitimate businesses without 
tackling the weakest link in the supply chain 
most vulnerable to criminal gangs. Robust and 
targeted enforcement of  the existing fraud 
strategy under the current legal framework will 
deliver real results.

WHAT IS BEER DUTY FRAUD?
Under the single market, businesses are free to move excise goods around the EU on a duty suspended 
basis. The 42% increase in UK beer tax since 2008 means duty rates are far higher in the UK than on 
mainland Europe, incentivising fraudsters to exploit this differential.



HMRC’S PROPOSALS

Average retail 
price of  a 1l 
bottle of  spirits 
(37.5% abv): 

£17
Average retail price of  
a 440ml bottle/can of  

beer (4.5% abv): 

89p

Duty + VAT: 

£12.89
Duty + VAT: 

53p

Likely fiscal stamp cost: 

10 - 15p 

In 2006 HMRC implemented fiscal marks for spirits and froze spirits duty to compensate for the cost of  introducing the changes. 
HMRC is now proposing similar marks and supply chain legislation (requiring each individual bottle or can to be traced to individual 
customers) for beer but not wine. 

These proposals are based on systems in place for spirits and tobacco. They fail to take into account the nature of  the beer market 
which makes fiscal marking and ‘track and trace’ impractical: 

DISPROPORTIONATE

Fiscal marks would be simple to 
counterfeit. Without an effective 
enforcement regime and border 
controls, fraud will be displaced to 
foreign beer and to wine.

INEFFECTIVE
The costs of  these measures will be borne not by fraudsters but by legitimate brewers 
who are already over-taxed. Additional restrictions to supply-chain flexibility will impede 
future investment in UK brewing. Businesses would be unable to switch from home to 
export markets as needed, or to respond nimbly to unplanned orders, with negative 
consequences for consumer choice. The overall additional burden on industry could 
easily exceed £100 million a year. The cost of  applying a stamp post-production is likely 
to be at least 10-15p per bottle or can, potentially higher than, and outweighing, any 
margin. This represents a barrier to trade.

MORE RED TAPE, WHEN THE GOVERNMENT SAYS IT WANTS LESS

•	 Spirit marks are applied to 400m 
spirit bottles annually, that is 
approximately 7% of  the 5.5bn 
beer cans and bottles that would 
need to carry stamps and be 
traceable to a particular customer. 

•	 There are over 5,000 beer brands 
in the UK. 

•	 Bottled and canned beer is 
generally sold in multi-pack 
containers.

•	 Beer packaging lines run at speeds 
of  over 1,000 bottles/cans every 
minute, considerably faster than for 
spirits.

•	 The net producer and retailer 
margin on a single can or bottle of  
the majority of  beer is pennies.



IMPACT ON CONSUMERS 

Produced by the British Beer & Pub Association (BBPA). 
For more information please contact David Wilson or Neil Williams  on 020 7627 9191 or visit www.beerandpub.com.
British Beer & Pub Association, Ground Floor, Brewers’ Hall, Aldermansbury Square, London, EC2V 7HR. 

The total cost to industry of  the Government's proposals could be as 
much as £100 million a year.  Brewing is a low margin business; some 
of  these costs will have to be passed on to the consumer. Without a 
rethink of  the Government’s proposals, it is the customer who will 
lose out in terms of  higher prices – particularly in pubs.

Many smaller and specialist beer brands would vanish from import 
and export markets, reducing choice for consumers, publicans and 
pub-goers. Tax stamps would pose a significant barrier to trade with 
the UK and brewers in this country will see considerable disruption 
in their operations. The uncertainty over which products require a 
stamp and which are exempt will see many retailers err on the side of  
caution and reduce their dealings with smaller wholesalers or delist 
products from smaller suppliers as part of  their due diligence.

As HMRC has been unable to come up with an estimate of  wine 
fraud, no significant additional action is proposed for wine. This 
burden on brewers would put them at a disadvantage against direct 
competitors. Wine sales are growing in relation to beer, and the higher 
margins that come with wine make the risk of  fraud even greater.  
Beer is a British product that supports thousands of  jobs in the UK; 
HMRC should not undermine its position in a free market. 

INCREASED COST TO BRITISH CONSUMERS & PUB-GOERS

REDUCED CONSUMER CHOICE

BRITISH-BREWED BEER IS BEING SINGLED OUT



HOW SHOULD WE TACKLE DUTY FRAUD?

HMRC

UKBA

•	 Greater prosecution of  fraudsters
•	 More robust fraud estimates
•	 Fully utilise the costly Excise Movement and Control System, which 

holds valuable and untapped data on freight movements across the 
European Union

•	 Registration/licensing of  wholesalers
•	 Enhanced and structured intelligence gathering

•	 Secure borders and improve seizure rates  
•	 Target weakest links in the supply chain
•	 Log excise movements and eliminate multiple use of  same paperwork

Brewers have submitted a ten point anti-fraud charter to HMRC. Key 
initiatives include:
•	 Establishing a multi-stakeholder taskforce, involving government 

agencies and all participants in the supply chain
•	 Rigorous due-diligence/know-your-customer programmes
•	 Investigate tracking capabilities
•	 Template good practice guide on supply chain policies
•	 Enhanced intelligence and information sharing with HMRC

•	 Rigorous due-diligence/know-your-customer programmes
•	 Active support and implementation of  wholesaler 

registration/licensing
•	 Enhanced intelligence and information sharing with HMRC

•	 Only purchase from HMRC registered suppliers
•	 Vigilance and intelligence sharing with HMRC

BY BUILDING ON THE CURRENT ALCOHOL STRATEGY
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