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The Budget of 2013 was a turning point for the 
beer and pub industry. Up to that point brewers 
and publicans had suffered six above-inflation duty 
increases in five years and were left feeling that 
Government didn’t care about a great British industry 
and were not appreciating the contribution it makes. 
Beer drinkers had seen the price of their pint soar as 
tax hikes were passed through, combining with other 
factors to threaten the status of a pint down the pub 
as an ‘affordable luxury’. 

With just a few brief lines George Osborne changed all this 
on 20th March 2013. By abolishing the hated beer duty 
escalator, and cutting beer tax by two per cent, it felt like 
a seismic shift had occurred. Though many claimed that a 
penny off a pint was immaterial this missed this point. It was 
a fall in tax compared to an anticipated 3p increase. It also 
meant no above-inflation increase in 2014. But most of all, it 
showed that Government had not abandoned the industry, 
that it recognised the importance to consumers and people’s 
lives that the pub plays. It also positioned beer in a different 
category to all other alcohol products.

The industry and consumers are hugely grateful to the 
Chancellor for the new-found support for Britain’s brewers 
and pubs. There is still more to be done to ensure that beer 
and pubs can continue to be the cornerstone of Britain’s 
communities but this was a great start. In this report we 
will demonstrate the positive benefits this has had for the 
industry, for beer drinkers and for the British economy 
and society.

Cheers, George!

Brigid Simmonds
Chief Executive, BBPA

Keith Bott
Chairman, SIBA

Mike Benner
Chief Executive, CAMRA
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Britain’s beer and pubs 
play a major role in the 
lives of our citizens. 
They are also vital to our 
economy.

Nearly one million people 
depend on the industry for 
their livelihoods, working 
in pubs, breweries and 
associated trades in a 
complex supply chain. The 
industry adds £19 billion 
to the UK economy, and 
brewers export 1.1 billion 
pints each year. Pubs are 
at the heart of our social 
life, but are also one of the 
biggest draws for tourists 
visiting the UK.

Britons also love beer and 
pubs. Some 32 million 
people drink beer each year, 
and 15 million visit the pub, 
each month. The industry 
has strong and loyal support 
from the British public. The 
March cut in beer duty was 
widely welcomed, with a 
poll from YouGov for the 
Sun immediately after the 
Budget showing a majority 
in favour of the move.

Beer and 
pubs – 
key to our 
economy 
and society
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Despite the popularity 
of British beer and pubs, 
both have struggled 
in recent times. Pub 
closures have been 
widespread, with an 
increasing trend towards 
drinking at home as 
prices increased and the 
recession started to bite. 
Pub closures have fallen 
from their peak in 2008, 
but too many continue to 
be lost. In the run-up to 
the Budget, the UK was 
still losing 26 pubs 
every week.

As the key product of 
the pub trade, beer is 
intrinsically linked to the 
success of pubs. From the 
introduction of the beer duty 
escalator in 2008 and the 
2013 Budget, sales of beer 
fell by 18 per cent. This fall 
was even worse for the on-
trade, with a drop in sales of 
23 per cent.

Challenges 
facing the 
brewing 
and pub 
industry

There are many reasons 
for the decline of beer and 
pubs in recent years, but key 
amongst them are the huge 
increases in excise duty 
on beer. With beer making 
up seven in ten drinks sold 
through pubs, the publican 
is penalised every time 
the tax on beer rises. From 
2008 to 2013, beer suffered 
a staggering 42 per cent 
increase in duty. 

Rising taxes left the UK 
with the second highest 
level of duty in the EU. 
British drinkers were in 
the unenviable position of 
paying 40 per cent of the 
entire European Union beer 
duty bill, whilst drinking just 
13 per cent of the EU’s beer. 
One-third of the price of 
every pint was going to 
the Chancellor.

“The 
Government 
has given us 
confidence to 
expand and 
invest.”

Weston Castle

The prospect of ever rising 
tax bills was a dire one for 
the industry, with little hope 
of respite, as another sharp 
duty hike was expected in 
the Budget of 2013. The 
industry faced another year 
with higher taxes and higher 
prices, with little recognition 
of the vital role it plays in 
21st century Britain.
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Impact 
of the 
duty cut

We are now in a 
position to reflect on 
the consequences of the 
Government’s change 
in policy in supporting 
British brewers, pubs 
and beer drinkers. 
Though the full impact 
of the duty cut is not yet 
clear, there is a 
range of encouraging 
data available.

The BBPA has 
commissioned Oxford 
Economics to make a more 
detailed assessment of the 
changes that have already 
occurred during 2013. This 
shows an estimated boost 
to beer sales of around 280 
million pints of beer per 
year. The Treasury has also 
published figures showing a 
similar positive impact.

A boost in sales for a key 
British manufactured 
product is only one
positive impact. The 
Oxford economics research 
also highlights the wider 
economic benefits. The 
Chancellor’s decision will

lead to an additional 10,000 
jobs in the industry by 
2015/16, with over 6,000 in 
the first year alone. This has 
been delivered at very little 
cost to the Treasury. It is 
certainly a cheaper 
job creation measure than 
many others that have been 
put forward.

As well as more jobs and 
sales, the Budget 2013 
decision has created a 
knock-on effect for the 
wider economy that would 
have been lost had the 
Government continued with 
the beer duty escalator. The 
beer and pub industry has 
a complex supply chain 
that covers a multitude of 
businesses. Agricultural 
products, primarily 
malted barley and hops, 
support thousands of jobs, 
particularly in rural areas. 
Additional sales of beer 
created by the duty cut will
result in greater demand for 
these crops, and help to 
provide a degree of stability 
for these businesses.

Investment by the brewing 
and pub trade also supports 
the wider supply chain. The 
BBPA surveyed its members 
about investment decisions 
for 2013, and what impact 
the Budget has had on 
these. While most decisions 
for 2013 had already been 
made, it is clear from our 
responses that the March 
duty cut led to greater 
investment (see table 2).

Brewers and pub companies 
currently expect to invest 
around £400 million during 
2013. This includes the 
modernisation of brewery 
kit and investment in brands 
and the taps and hand 
pumps that dispense beer. 
Pub owners have continued 
to upgrade their estates, 
develop partnerships 
with their licensees and 
managers, and developing 
existing and new 
pub premises.

Table 1: Oxford Economics analysis of the wider impact of Budget 2013 decisions

 On-trade Off-trade Total trade  ‘Lost’ duty Additional 
 (m pints) (m pints) (m pints) Jobs revenue taxes Net cost

Yr 13/14 91 107 198 6,514 -£121 £117 -£4
Yr 14/15 121 169 289 8,763 -£153 £104 -£49
Yr 15/16 141 218 359 10,343 -£187 £114 -£72
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Increased investment will 
not automatically lead to 
a boom in pub numbers 
or stop the decline in beer 
sales seen in recent years. 
However, the duty cut was 
a symbolic change in the 
way the Government has 
treated the industry. Just six 
months on, there is already 
evidence of a positive 
economic contribution.  
Renewed confidence in the 
industry will feed through 
to investment decisions, for 
next year and beyond.

As part of George 
Osborne’s historic Budget 
announcement, he said: 
“the cut will take effect this 
Sunday night and I expect 
it to be passed on in full to 
customers.” There certainly 
has been good news on 
beer prices.

Like all businesses, pubs 
and brewers face cost 
increases that they can’t 
afford to absorb, so prices 
sometimes have to rise. 
However this year was the 
first for a decade where beer 
duty was not a cost that 
needed to be passed on. 
As table 3 overleaf shows 
this has had a significant 
impact on the price that beer 
drinkers are paying.

The increase in prices, for 
both lager and bitter, are half 
of what they have been in 
the previous two years, with 
an increase of just one 
per cent.

“The reduction was small in 
comparison to increases in 
recent years, but we hope that 
it is an important signal that the 
Government recognises just how 
important this sector is for jobs, 
communities and British culture.”

Marston’s plc
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Table 2: BBPA member survey – impact of Budget duty cut

 Reducing or  Launching  
 freezing  Increased new products Employing
 prices?   investment? /variants? more staff?

 89% 76% 66% 61%

Table 3: Change in retail prices, Feb-Aug (pre-Budget to latest data) 

 Pint of lager Pint of bitter Pint of lager Pint of bitter
 (p) (p) (%) (%)

2007 8 7 3.1 3.1
2008 10 9 3.8 3.9
2009 6 6 2.2 2.5
2010 7 7 2.4 2.8
2011 9 7 3.0 2.7
2012 8 6 2.6 2.2
2013 4 3 1.2 1.1

“The company and its customers welcome the 
abolition of the duty escalator and the reduction in 
beer duty, and hope that this indicates a greater 
appreciation from politicians of the important 
economic and social role played by pubs.”

J D Wetherspoon
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Jobs

People are an integral 
part of the beer and pub 
industry. Throughout the 
supply chain they are 
critical in delivering a 
pint - from grain to glass. 
The duty cut and the 
abolition of the escalator 
have given businesses 
the confidence to start 
employing more staff 
again, particularly 
amongst the young. 
Over 60 per cent of 
respondents to the BBPA 
survey said they would 
be employing more staff 
as a result of the 
duty cut.

Charles Faram, the hop 
grower, has noticed this 
resurgence amongst its 
customers and has taken 
on an additional seven 
staff. This is after years of 
decline in the hop industry. 
Brewers themselves are 
also taking on more people. 
Summerskills brewery in 
Plymouth has employed a 
23 year old chemistry 
graduate and will be 
training him in the art of 
brewing. The Abbeydale 
brewery in Sheffield has 
also taken on a graduate, 
this time in the field 
of microbiology.

The longer-term 
confidence provided by the 
Government’s change in 
policy has also safeguarded 
thousands more brewing 
jobs. Companies will 
continue to invest and 
innovate in their range of 
products, creating new 
skilled jobs. Carlsberg UK, 
whilst acknowledging that 
the beer duty cut was not 
the sole driver, says it gave 
the company confidence 
to look at the scope of its 
development, both for now 
and the future, that will 
deliver extra jobs.

Pubs are the main employer 
within the sector. The 
Budget 2013 announcement 
has secured many jobs in 
existing pubs, and will lead 
to the creation of more in 
new outlets. Given the more 
favourable tax environment, 
JD Wetherspoon believes 
it will be able to open an 
additional 10 to 20 new 
pubs, employing an extra 
400 to 800 staff.

“Over the 
coming years, 
the ongoing 
support by the 
Government 
through its beer 
taxation strategy 
is vital to ensure 
the beer and 
pub industry can 
return to growth 
and provide a 
much needed 
jobs boost for 
the economy.”
Camerons 
Brewing Company
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“The reduction in tax provides a much needed 
boost for beer drinkers and the great British pub. 
The end of the beer duty escalator and a cut 
of 1p a pint will go towards helping secure jobs 
in our industry and preserving the pleasure of 
a hard earned pint at the end of the day. This 
duty saving has been passed on to all 
our customers.  

The duty cut will help global businesses have 
confidence to invest in the UK.  Reversing 
the decline in beer sales and creating a 
sustainable future for the great British pub 
will not happen overnight.  That’s why it’s so 
important that the Government continues to 
support the sector and should freeze beer duty 
in 2014.”
David Forde,
Managing Director, HEINEKEN UK LTD
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Investment

With the scrapping of 
the beer duty escalator, 
companies believe there 
is a more sustainable 
future for the beer and 
pub industry. One result 
looks likely to be the 
unlocking of the sector’s 
investment potential. 
Over three-quarters 
of BBPA respondents 
stated that Budget 2013 
will increase their level 
of investment in pubs, 
breweries and beers.

Much of the large-scale 
investment taking place 
in 2013 had already been 
planned, so it would be 
disingenuous to claim that 
all investment had been 
driven by the Budget cut. 
However, it has led to a 
boost. Many companies 
have reported that they will 
be looking at developing 
new brands, offering 
consumers an even greater
choice of beers. Brewers 
large and small are looking

more optimistically at the 
demands of their brewery
and re-considering whether 
they have sufficient capacity 
and equipment.

Investment is also being 
seen in pubs. As already 
noted, new pubs are being 
built. In addition, many 
existing ones are being 
refurbished. The cut in duty 
in March has led Kent-
based Shepherd Neame 
to be more ambitious than 
it had originally planned. 
An extra 40 pubs will be 
refurbished and two of the 
company’s hotels will be 
more extensively developed 
than previously planned. 
This capital expenditure 
has a clear knock-on effect 
through the local and 
national economy.

Hepworth brewery, in 
Horsham, West Sussex, 
has noticed a change in 
the attitude of banks to 
investment proposals. Whilst

previously brewing was seen
as an industry with ever 
higher fixed costs flowing to
the taxman, the industry is 
beginning to be viewed as 
capable of growth, and
therefore justifying 
investment. Redemption 
brewery in North London 
has been investing heavily 
in new equipment, such as 
a cask washer, since the 
Budget, having seen there 
is still room for growth in 
brewing. This investment 
is also extended to staff 
through additional training. 
The Prospect brewery in 
Wigan has invested in 
200 new casks and is now 
considering a move to a new 
site, eyeing the potential for 
future expansion.

“Continued support from 
Government for pubs and brewing 
will allow us to prove we can 
manufacture in the UK, we can 
employ people in long term jobs 
and we can deliver safe, supervised 
environments in which the 
community can come together.”

Titanic Brewing Co. Ltd
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Budget 2013 was a 
symbolic moment for 
the brewing and pub 
industry. It signalled 
a positive shift in 
the relationship 
between Government 
and the trade and 
demonstrated that 
politicians understood 
the importance the pub 
has for the economy 
and society. The two 
per cent duty cut and 
the abolition of the 
escalator immediately 
benefited brewers, pubs, 
the wider economy, 
and, importantly, the 32 
million people who drink 
beer each year.

What next 
for beer 
and pubs?

The industry has long 
argued that it is an integral 
part of the UK economy, 
providing jobs and growth. 
However we feel more can 
be done. After a turbulent 
period of supra-inflationary 
duty increases, and layers of 
regulation, it is imperative 
that the industry is given a 
period of stability. 

Tax hikes of 42 per cent in 
five years will not be undone 
with a cut of 2 per cent, 
however welcome it has
been. The sector remains
overtaxed. Any alleviation of 
this burden would be

“I am sure if the Government 
continues with this new approach 
on duty pubs will start to flourish 
and be the places where customers 
can drink in a safe and responsible 
manner. The duty decrease has 
definitely given a confidence boost 
to our pubs and our licensees.”
Wadworth & Co

welcome. But at the very
least brewers and pubs need 
to see Government commit 
to no increase in beer duty 
in 2014. And to look at other 
ways to support the industry.

A sustained period of 
stability will enable brewing 
and pubs to thrive in the UK, 
generating jobs and growth, 
and allowing beer drinkers 
to have an affordable beer 
down the pub.
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Pubs

With beer accounting for 
seven out of ten drinks’ 
sales in UK pubs, its 
success is intrinsically 
linked to that of the pub 
industry. Evidence from 
brewers and pub owners 
suggests that pubs 
have been the major 
beneficiary of the cut 
in beer duty in March. 
New pub openings 
are planned, from JD 
Wetherspoon in multiple 
locations to Fuller’s 
opening a modern, 
new pub at Heathrow 
Terminal 5. 

Young’s & co is investing 
further in its London-based 
estate. This is allowing the 
company and its pubs to 
continue to appeal to both 
UK-based customers and 
tourists. This has helped 
keep London a special 
place for overseas visitors, 
post-London 2012. Daniel 
Thwaites in Blackburn has 
increased investment in its 
pub estate since the Budget.

There are other examples. 
The Milton brewery is in the 
process of creating the first 
new-build pub in Cambridge 
for 30 years in an area 
that is currently pub-free. 
This will restore a valuable 
community asset, whilst 
providing jobs to young 
people. The company would 
not have had the confidence 
to expand its pub estate 
without the cut in beer duty. 
Stoke-based Titanic brewery 
is also planning to acquire 
more pubs, a plan that 
could have been stymied by 
continued increases in 
beer duty.

There are examples of pubs 
that have been saved. A 
number of companies felt 
that pubs were becoming 
unviable as their customers 
were being priced out. The 
duty cut, as opposed to 
further tax hikes, now gives 
these pubs a fighting chance 
of surviving, and hopefully 
thriving.

“This move reflects a more helpful attitude to beer, 
and one that makes sense at this time of austerity. 
With UK beer duty rates many times higher than in 
most European countries, this has been an issue that 
has united our industry and its customers.”

Adnams plc
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“I think what convinced me was the 
economic argument and the fact that it 
was having an impact on jobs and on pub 
closures, and that is not what we want our 
tax system to be doing. 

These are difficult economic times and 
there’s not enough money to do all the 
things we’d like to do. So you have to 
make choices and I thought this was a 
very straightforward way to help a very 
important industry that employs a lot 
of people.”
Rt. Hon. George Osborne MP,
Chancellor of the Exchequer
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