
Zack,

Much of the confusion surrounding the beer tax issue is related to the difference between 
“statutory” versus “effective” tax rates. A statutory rate is the legally imposed rate, whereas the 
effective rate is what is actually paid when the smoke clears.

Our map, which uses data compiled by the Distilled Spirits Council of the United States 
(DISCUS), looks at excise taxes on beer that are levied at the point of sale, which for the most 
part are levied in a volume-based fashion. In Arkansas, Maryland, Minnesota and DC, the 
Distilled Spirits Council also includes ad-valorem sales taxes that are specific to alcoholic 
beverages.

Others, including the folks at the Beer Institute, look at a pure effective rate, which is total tax 
collections divided by total sales. One advantage to this method is the fact that it captures some 
of the taxes (like the 17 percent wholesale tax in question in Tennessee) that are applied higher 
up the supply chain, but still impact the final price of beer.

When we published this map (which is actually taken from a table in our annual publication Facts 
and Figures), we used the DISCUS data because it was more recent than the Beer Institute data 
at the time of publication (I believe this is still the case). The effective rate data (which includes 
the 17 percent TN wholesale tax) tells the story of the full tax burden on beer, but this does not 
make our statutory rate map any less true. Both the effective rate and the statutory rate are 
factually correct.

The map does not purport to be anything more than it is: a statutory excise tax rate map on beer 
at the point of sale.

The general confusion from this saga underscores a point that we have long argued: beer should 
be taxed at the same rate as all other final sales to avoid these complex and variable taxes that 
are levied at all points along the supply chain. At minimum, taxes should be transparent and 
understandable. Here for instance, Tennessee has a “wholesale” tax levied on the wholesale 
price, but collected at the retail level. Is this properly considered a wholesale tax, or a retail tax? 
We think this is simply a judgment call.

I hope this information clarifies our position. From our perspective, this is a good case study on 
how complex, multi-layered tax policy can cause confusion, even when everyone involved is 
simply trying to present factual data.

Thank you for your time and consideration,
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