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Alcohol Industry Essay

Introduction
 
In the United Kingdom, drinking is a part of the culture and lifestyle of the population according to data collected from the Office of National Statistics in 2017. The alcohol industry had a value of £46 billion to the economy in the United Kingdom in 2014 which equates to 2.5% of the Gross Domestic Product (GDP) and 3.7% of all consumer spending (Bhattacharya, 2017). 
The affordability of alcohol in the United Kingdom has increased steadily since 1980 with strong alcohols being more affordable than previously as 400 million litres were sold in the 1980s with a peak of 567 million litres in 2008 (Health & Social Care Information Centre, 2015; Public Health England, 2016).
Between 2004 and 2014 the alcohol industry shrank by 5% due to lower per capita consumption and the shift of sales from pubs, bars and clubs to off-licences and to supermarkets (Bhattacharya, 2017). If the shift to off-licences and supermarkets had not taken place, it would be worth £6 billion in revenue to the alcohol industry (Bhattacharya, 2017). This lost revenue could mean that the money that is not earned could be spent on a variety of different options which include healthcare, education and training. 
A survey carried out in the UK in 2017 showed that approximately 29.2 million adults drank alcohol in the previous week, which is 57% of the overall population whereas approximately 10% drank for five or more days in the previous week (Office for National Statistics, 2018). However, despite this, the quantity of consumed alcohol, the number of people who have stated they are drinking and the amount they have said they are drinking have all fallen with this trend being prominent for younger drinkers (Office for National Statistics, 2018).
 

Current State of Alcohol Industry

The number of pubs in the United Kingdom in 2019 was 47,200 according to the British Beer and Pub Association (BBPA) (Foley, 2021). Of these pubs, 23,400 (50%) were independent, 13,900 (29%) were owned by pub companies and 9,900 were owned by breweries (21%) (Foley, 2021). From 2000 to 2019 the number of pubs decreased by 13,600 (22%) with the number of pubs in 2000 being 60,800 (Foley, 2021). The reasoning for this could be the decrease in the number of people who are currently drinking as if a person does not drink, then they would have no reason to visit a pub unless they were going out for food or meeting friends. The decline in the number of pubs may be connected to the pubs that do not currently offer food so people who do not drink may not go to that pub. 
This means that despite the decrease in the number of people who do drink alcohol, the death rate is not decreasing but increasing across the United Kingdom. The alcohol specific death rate for 2020 in the United Kingdom was 14 per 100,000 people when compared to 2019 which is an increase of 18.6% and the biggest increase since records began (Office for National Statistics, 2021). For males the alcohol specific death rate in 2020 was 19.0 per 100,00 and for females it was 9.2 per 100,000 (Office for National Statistics, 2021). In the United Kingdom the only country to experience a decrease in death rates since 2001 is Scotland, however the rate of alcohol specific deaths is still the highest in the United Kingdom despite the rate falling by more than a third between 2006 and 2019 (Office for National Statistics, 2021). In England there were 74,618 people who were receiving treatment from specialist alcohol misuse services in 2019/20, a decrease of 19% (91,651) since 2013/14 (Public Health England, 2020). There was an increase of 3% the next year to 76,740 of people who were receiving alcohol treatment in England (Office for Health Improvement and Disparities, 2021). The decrease in people receiving treatment over time may be from people who have decided to not drink alcohol anymore as the number of 16-24 year olds who are drinking has fallen from 60% in 2005 to 48% in 2017 (Office for National Statistics, 2018). Those aged 25-44 years old who are currently drinking alcohol have experienced a similar decline from 68% in 2005 to 54% in 2017 (Office for National Statistics, 2018). The fact that fewer people are drinking alcohol may mean that fewer people develop an issue with alcohol and seek treatment in the future.
In England the misuse of alcohol is the biggest risk factor that can lead to ill health, early mortality and disability for people who are aged between 15-49 years old and for all ages it is the fifth most important risk factor (GBD 2013 Risk Factors Collaborators, 2015). Excessive consumption of alcohol can lead to an increased risk of unemployment although unemployment can likewise lead to increased alcohol consumption (Henkel, 2011). Reducing alcohol misuse will reduce the risk of ill health, early mortality and disability and can help people to have a healthy relationship with alcohol which can be done if people wish to seek treatment or not. The number of working years that were lost in England in 2015 was 167,000 working years owing to alcohol (16% of all working years lost) (Burton et al., 2017). This percentage of working years lost each year will not only have a negative effect on the health of those individuals but will also have a negative impact on the economy. The annual cost of alcohol misuse in the United Kingdom in 2012 was £21 billion which is equal to 1.3% of GDP (House of Commons Health Committee, 2012). Similar studies which looked at high income countries discovered that the gross economic costs of alcohol in 2016 ranged from 1.4% to 2.7% of GDP which is a cost of £27 billion to £52 billion (Burton et al., 2017).
The death rate could be reduced through educating the public regarding weekly alcohol unit guidelines and treatment for alcohol abuse. Education regarding the number of units allowed a week can allow people to better understand the number of units they do actually consume a week so if they do consume more than the guidelines, they can make changes to benefit their life and health. It does not mean that a person needs to stop drinking, but to limit their drinking if they were drinking to excess to ensure their relationship with alcohol is healthy. Currently the guidelines for alcohol units per week is 14 units for both men and women with these guidelines coming into place in 2016. The previous guidelines stipulated 21 units for men and 14 units for women (Arnett, 2016; Gov.uk, 2021; Drinkaware, 2023). Although these are guidelines, it does not mean that people follow them or are currently aware of the changes that came into place in 2016. More information about the current guidelines through education, training and advertisements explaining the guidelines can allow people to know and understand how many units they do consume over a week to ensure they do not exceed the limits.
 
 
Future of the Industry
 
The measures that could be introduced into the alcohol industry to enable positive changes to occur include amendments to VAT and duty and increased education on alcohol unit guidelines.
 
Changes to VAT and Duty
Amending the VAT and duty on alcohol for pubs, off-licences and supermarkets could ensure that alcohol is not sold too cheaply to promote excessive or binge drinking from the public. Currently the rate of VAT on alcohol is 20% and the duty for alcohol depends on the ABV (alcohol by volume) (Gov.uk, No Date). For a litre of beer, duty can range from 8.42 pence (more than 1.2% and up to 2.8%) to 24.77 pence (more than 7.5%) (Gov.uk, No Date). For a litre of still cider, the duty can range from 40.38 pence (more than 1.2% and up to 6.9%) to 61.04 pence (more than 7.5% but less than 8.5%) (Gov.uk, No Date). Duty for a litre of still wine ranges from 91.68 (more than 1.2% but less than 4%) to 396.72 pence (between 15% and 22%) with still wine that is more than 22% ABV having the same duty as spirits (Gov.uk, No Date). The duty for all spirits is set at £28.74 per litre of pure alcohol (for a one litre bottle of vodka at 40% ABV the duty would be £11.50) (Gov.uk, No Date). Amending the alcohol duty so that all of the lowest percentage alcohols have a price increase of 15% will result in alcohol no longer being cheap enough for people to purchase to either binge drink or to drink to excess. Adjusting the VAT on alcohol for pubs, off-licences and supermarkets can be done through a reduction of VAT in pubs from 20% to 15% to allow pubs who have lost revenue from people purchasing alcohol from supermarkets instead of pubs. When VAT is reduced, pubs can either reduce the price of alcohol that is sold or maintain the current price to have a higher profit than previously. 
If a 10% price increase in the cost of alcohol was implemented in England it is predicted that it would considerably reduce alcohol-related hospital admissions and deaths which would result in societal benefits of over £22 billion over a twenty year period (Angus et al., 2015). Increasing the price of the lowest priced alcohol can help in preventing binge drinking from cheap alcohol which would help in reducing alcohol-related hospital admissions and deaths.
During 2017/18, Lithuania enforced new policies which included the increase of tax in excess of 100% for beer and wine linked with price increases of 29% and 1% respectively, increases in tax for ethyl alcohol of more than 20% resulted in a 14% price increase for Lithuanian Vodka, an increase in the legal age for purchasing and drinking and the ban of advertising of alcohol on radio, TV and internet (Lithuanian Department of Statistics, 2020; Miščikienė, 2020; Rehm et al., 2019). These policies caused a decrease of 4.8% for all cause mortality for both men and women in 2017 and the implementation of these policies in a short time period resulted in the highest decrease in all cause mortality (Neufeld et al., 2020; Neufeld & Rehm, 2013; Štelemėkas et al., 2021; World Health Organisation, 2019). If these policies or similar ones were implemented in the United Kingdom it could lead to a bigger decrease in alcohol related hospital admissions and deaths instead of the decreases stated by Angus et al., (2015).
 

Increased Education on Alcohol Unit Guidelines
 
In 2011 a voluntary agreement was made between the government and the alcohol industry whereby 80% of alcohol products would have clear, readable labelling that contains alcohol units information, government consumption guidelines and a pregnancy warning (Burton et al., 2017). Although the pledge was met, only 57% of labels met best practice as stated by the Portman Group (Petticrew et al., 2016). Improving the labelling of alcohol products can ensure that best practice is met so the public can receive the required information to make an informed decision. This can be done by increasing the font size of the information given, increasing the information about alcohol consumption and alcohol related health charities and support information for people who wish to make a change or have an issue with alcohol.
Information can also be given through pamphlets and posters which can be displayed in pubs, off licences and supermarkets. Although business may be hesitant to do this as it may result in customers either not purchasing or purchasing less alcohol, it will show customers that the business does care about them and their health. Pamphlets can be displayed in off licences and supermarkets on the shelves where alcohol is displayed for anyone who does wish to view the information within. Posters can be displayed in pubs in a similar way to the way in which they display posters advertising offers or products and legislation can be put into place similar to posters about purchasing age. These posters can give information of the harms of excessive unit drinking past the guidelines and the negative effects that it can have on people, their families and society.
 
Negative Externalities of Consumption
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Figure One: Negative Externalities of Consumption (AP Microeconomics, 2022)
 
Alcohol has a negative externality of consumption as it can affect people who do not consume it negatively through the actions of people who do consume it. These negative effects could be the harm to health, reduced work productivity and the effects that being drunk can have on other people. These negative effects can be reduced through the implementation of recommendations given in this report which include increased taxation, increased advertising of alcohol unit guidelines and a ban on advertisements for alcohol. Reducing people’s desire to drink excessively will move Marginal Social Benefits (MSB) in line with Marginal Private Benefits (MPB) which would not cause a negative effect for the rest of society. Qe is when the price of a product is too low with that product being consumed at a high quantity so increasing the price of alcohol can reduce the amount of alcohol consumed which would cause a benefit to society.
 
Conclusion 
The recommendations that have been given could help in the reduction of alcohol related hospital admissions and deaths which would result in societal benefits of over £22 billion over a twenty year period as stated by Angus et al., (2015) or more savings if policies similar to those introduced by Lithuania were introduced into the UK. Implementation of these recommendations may not be done at the same speed as in Lithuania, but they should result in the desired benefits. 
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World Health Organisation. (2019). Alcohol policy impact case study: the effects of alcohol control measures on mortality and life expectancy in the Russian Federation.






image1.jpeg
S=MPC=MSC

Price, benefit
and cost (S)

1
] D = MPB
1
@ Q Quantity of cigarettes
(packets)

Figure 11: Negative externalities of cigarette consumption: MSB < MPB




