The Case for Minimum Pricing for Alcohol : A SHAAP Briefing Paper
This briefing paper summarises the case for minimum alcohol pricing in Scotland. A full report outlining the economic impact of minimum pricing is available from SHAAP on request.

Key Points

· Alcohol-related harm is increasing in Scotland.
· Harm is linked to consumption of alcohol and consumption is linked to price. 
· Lower prices mean increased consumption. 
· A minimum price of 30p to 35p per unit of alcohol is estimated to raise the average price of beer and lager by between 3.2p and 7.5p per pint, if sales are assumed to be concentrated around average price. This increases to 7.7p to 14.1p if sales are weighted towards lower price products.
· Minimum pricing will impact most on young people and heavy drinkers; the impact on occasional drinkers will be much less. 
· Scottish households report spending a weekly average of £15.90 on alcohol. 
· The cost to Scotland of alcohol misuse is estimated to be £2.25 billion in 2006/07. This equates to £19.25 per household; more than the declared expenditure on purchasing alcohol.
Alcohol Price, Consumption and Harm
Over the past 50 years the real price of alcohol has steadily declined and during the same period alcohol consumption has more than doubled. The relationship between the two can be seen in Figure 1, as price has fallen, consumption has risen. The amount of pure alcohol consumed per person (16+) in the UK in 1960 was 5.7 litres: by 2007, it was 11.5 litres.
  
Figure 1: Consumption of alcohol in the UK (per person aged 15+) relative to its price: 1960-2002
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Alcohol is much more affordable today because households’ disposable income over the past few decades has risen by a greater amount than alcohol prices.
 A liberalisation of licensing regulations has led to alcohol being sold in more places, in a wider variety of outlets, and for longer periods of time. As a consequence, competition between alcohol retailers has increased. One of the main strategies employed by retailers to maintain profits and gain market share is offering low prices, promotions and discounting. Increased market competition leading to more affordable products may be viewed as being beneficial to consumers in other areas. However, alcohol is no ordinary commodity and is linked to around 60 different types of disease, disability and injury. For most health conditions in which alcohol is a factor, there is a dose-dependent relationship. That is, the more alcohol is consumed, the greater the risk of alcohol-related harm. If lower prices lead to more consumption, then more consumption will almost certainly lead to more harm.
 The evidence on consumption and rising rates of alcohol-related harm strongly suggests that people are not only purchasing more alcohol, but that many are also drinking at risky and harmful levels.

Six people die every day in Scotland of alcohol-related disorders

Scotland has one of the fastest growing chronic liver disease death rates in the world

Alcohol-related attendances at Scottish general hospitals have risen by almost 50% over the last decade.

Reducing Alcohol-Related Harm: Controls on Price and Availability 

Regulating the price and availability of alcohol are two of the most effective and cost-effective ways of reducing alcohol-related harm.
 Alcohol taxation has historically been used by governments to control alcohol consumption and related problems. However, alcohol traders can undermine the impact of a tax increase by not passing on the increase to consumers. This is a particular feature with big grocery retailers who admitted in a Competition Commission inquiry that they routinely sell alcohol below cost. The reason given for below-cost selling was to attract more customers into stores and thereby increase total sales.
 Big supermarkets can offer cheap deals on alcohol because they are able to subsidise the losses on discounted alcohol by increasing their profit margins on other goods. Despite alcohol taxation going up by 6% in this year’s budget, supermarkets continue to sell heavily discounted alcohol. Sales from the off-trade sector account for nearly half of the alcohol sold in the UK and the big supermarkets account for 60% of the volume of alcohol sold in this sector.
 As more people choose to drink alcohol at home, many pubs and clubs have responded with their own price promotions. The pressure on alcohol prices is therefore persistently downwards. 
The Licensing (Scotland) Act 2005 (due to come into being in September 2009) acknowledges the link between alcohol price, consumption and harm by enshrining ‘the protection and improvement of public health” as one of five licensing objectives. The new legislation will outlaw irresponsible promotions in the on-trade and the Scottish Government proposes extending this ban to cover the off-trade. Outlawing irresponsible promotions will stem the flow of cheap alcohol fuelling consumption but unfortunately, like alcohol taxation, prohibiting cheap alcohol promotions is not sufficient to prevent the sale of very low cost alcohol. Supermarkets offer low cost alcohol that is not part of a temporary promotion or special offer, but is sold at a permanently low price. 
Implementing Minimum Pricing in Scotland
Minimum pricing for alcohol sets a ‘floor price’ below which alcohol cannot be sold. In Scotland in 2007, the average price of a unit of alcohol sold in off-licensed premises was 40 pence.
 However, we know that promotional offers and low-cost own brands mean that the price of a unit of alcohol can be as little as 17 pence. Setting a minimum price of 30p/35p/40p per unit of alcohol will eliminate very low cost alcohol from the market and the assumption, based on the evidence, is that this will reduce consumption and harm. A minimum price of 30p to 35p per unit of alcohol is estimated to raise the average price of beer and lager by between 3.2p and 7.5p per pint, if sales in Scotland and the UK are assumed to be concentrated around average price (40p per unit of alcohol). If more of the total alcohol sales are at lower prices, then minimum pricing will have more impact. If sales are weighted towards lower price products then a minimum price of 30p to 35p per unit of alcohol is estimated to raise the average price of beer and lager by between 7.7p to 14.1p. Consumption would reduce by between 4% and 16%.

The Economic Impact of Minimum Pricing on Scottish Households
Based on what the average Scottish household reports spending on alcohol, and taking into account the range of effects of minimum pricing on the average price of alcohol, the net effect of minimum pricing on the average household budget is a reduction in spending on alcohol of between 1% and 3%. This assumes that if the price of alcohol goes up, people will buy less. If low income households are more likely to purchase alcohol at low prices, minimum pricing could have a larger direct effect in reducing both consumption and expenditure – between 5% and 8%.
 Concerns about the impact of alcohol price increases on low income households need to be weighed against the benefits of minimum pricing to the population as a whole and to low income households in particular. Firstly, if minimum pricing for alcohol acts as a trigger for people to buy and consume less alcohol then it is a success, because that is the purpose of the policy. Secondly, measures to increase the price of alcohol will impact most on people consistently drinking at hazardous and harmful levels. The impact on occasional drinkers will be much less. Thirdly, minimum pricing works to eliminate very cheap alcohol from the market. There is strong evidence that young drinkers, binge drinkers and harmful drinkers tend to choose cheaper drinkers.
 Given that 64% of all alcohol-related deaths in Scotland in 2005 were amongst the most deprived members of society,
 then minimum pricing for alcohol can have a potentially greater protective effect against alcohol-related harm for people in low income households. Finally, when considering the increased financial cost to individuals of higher alcohol prices we need to bear in mind the substantial costs to society as a whole from increasing alcohol misuse. According to survey data, Scottish households spend on average £15.90 per week on alcohol.
 The cost to Scotland of alcohol misuse has been estimated at £2.25 billon.
 This equates to £19.25 per week for every household in Scotland. Scottish households therefore pay more for the wider costs of alcohol misuse than they do on the amount of alcohol they say they purchase.  
The Health Benefits of Minimum Pricing
The latest review of alcohol price, promotion and harm conducted by Sheffield University for the Department of Health found strong evidence to suggest that young drinkers, binge drinkers and harmful drinkers tend to choose cheaper drinkers suggesting that minimum pricing will reduce consumption in these groups.
 Research from Finland illustrates the potential of higher alcohol prices to protect the most disadvantaged members of society against alcohol-related problems.
 In March 2004, Finland lowered taxation on alcohol in an effort to reduce cross-border trade. Research following the large reduction in alcohol prices found an increase in alcohol-related mortality of 16% among men and 31% among women. Among people aged 30-59, the biggest increase in numbers dying was amongst the unemployed, early-age pensioners and those with low education, social class or income. 
Conclusion
Problem alcohol misuse in Scotland is undoubtedly a complex issue and reducing alcohol-related harm will require a range of actions in the short and longer-term to foster a change in our drinking culture. Raising the price of alcohol in Scotland is not the whole solution, but it is without question a fundamental element of an effective alcohol policy. The evidence highlighting the relationship between alcohol price, consumption and harm is compelling and has been acknowledged as such in recent scientific reviews.
 In the UK, a report just published by the Home Affairs Select Committee recommends that the Westminster Government establishes a legal basis for banning the use of loss-leading by supermarkets and setting a minimum price for the sale of alcohol.
 The Welsh Assembly Government has also recently voiced support for using minimum pricing to reduce alcohol consumption.
 Scotland already has a legal basis for introducing such measures through the public health principle enshrined in the new licensing legislation. Having proved to be a public health pioneer by being the first country in the UK to ban smoking in public places, the opportunity exists for Scotland to similarly take a leadership role in reducing alcohol-related harm by putting the public health interest at the heart of alcohol policy and introducing minimum alcohol pricing. 
References






� Ludbrook, A, Minimum pricing of alcohol: an economic perspective, SHAAP, November 2008.


� Tighe, A (ed) (2003) Statistical Handbook 2003, Brewing Publications Limited. 


� ibid


� Alcohol Statistics Scotland 2007, ISD Scotland


� See amongst others, Babor et al, Alcohol: No Ordinary Commodity, 2003


� ‘Alcohol Harm in Scotland: time for a rethink as over 1 million Scots drinking hazardously’, SHAAP media release, October 2007. 


� Trends and geographical variations in alcohol-related deaths in the United Kingdom, 1991-2004, ONS, 2007


� ‘Liver cirrhosis mortality rates in Britain from 1950 to 2002: an analysis or routine data’, The Lancet, Vol. 367, January 2007. 


� Alcohol-related hospital statistics, Information Services Division, December 2007


� WHO Expert Committee on Problems Related to Alcohol Consumption, WHO technical report: no 944, 2007.


� Pricing Practices Working Paper, Competition Commission, 2007. 


� Alcoholic drinks in the United Kingdom, Euromonitor, 2007.


� Alcohol sales data on Scotland supplied to the Scottish Government by The Nielsen Company. Available: http://www.scotland.gov.uk/Topics/Health/health/Alcohol/resources/nielson-data


� Ludbrook, A, Minimum pricing of alcohol: an economic perspective, SHAAP, November 2008.


� ibid


� Booth, A et al, The independent review of the effects of alcohol pricing and promotion: Summary of Evidence to Accompany Report on Phase 1: Systematic Reviews, School of Health and Related Research, University of Sheffield, UK, June 2008


� Alcohol Statistics Scotland 2007, ISD Scotland


� National Statistics (2008) Family Spending 2007 edition Palgrave Macmillan


� Costs of Alcohol Use and Misuse in Scotland, Scottish Government, May 2008.


� Booth, A et al, The independent review of the effects of alcohol pricing and promotion: Summary of Evidence to Accompany Report on Phase 1: Systematic Reviews, School of Health and Related Research, University of Sheffield, UK, June 2008


� Herttua, K et al,  ‘Changes in alcohol-related mortality and its socioeconomic differences after a large reduction in alcohol prices: A natural experiment based on register data’, American Journal of Epidemiology, Advance Access published August 20, 2008. 


� Summarised in Alcohol Price, Policy and Public health, SHAAP 2007; Changing Scotland’s relationship with alcohol: a discussion on our strategic approach, Scottish Government, 2008; The Independent Review of the Effects of Alcohol Pricing and Promotion, Booth et al, 2008, Department of Health


� Policing in the 21st Century, Report of Inquiry, Home Affairs Select Committee, November 2008.    


� Working together to reduce harm: The substance misuse strategy for Wales 2008 – 2018, Welsh Assembly Government, 2008.





PAGE  
1

[image: image1]