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Minimum Alcohol Pricing could cost taxpayers
hundreds of millions of pounds every year

e Minimum alcohol pricing could cost taxpayers hundreds of millions per year
e Official Government documents show the proposals would increase inflation (CPI)
by 0.2 per cent, meaning a bigger welfare bill

e Tax receipts would also be significantly reduced

As the Government consults on Minimum Unit Pricing (MUP) of alcohol, the TaxPayers' Alliance
wants to express opposition to the proposal, which could land taxpayers with a bill for hundreds

of millions of pounds each year.

The Impact Assessment document produced by the Home Office itself includes an admission that
the policy would likely cause a drop in revenue for the Treasury of £200 million in lost

receipts from Alcohol Duty.

But buried in the document is a reminder that MUP would have an impact on inflation
because sales of off-trade alcohol are taken into consideration for the Consumer Prices Index

(CPI).

Since April 2011, the CPI has been used by the Government for the indexing of benefits, tax
credits and public service pensions, so the unintended consequence of MUP could be a startling

increase in the cost to the taxpayer of those significant items of government spending.

The Impact Assessment reveals the inflationary impact of the policy, based on figures provided

by the Treasury, using an HMRC model assuming implementation in 2014-15:

"Implementation of a minimum unit price at any level will increase prices and therefore inflation.
As shown in Table 4 the impact of a 45p MUP is estimated to be a +0.2 percentage points, based on

the weight of off-trade alcohol sold in the Consumer Prices Index."

e Social security benefits for 2014-15 are projected to cost £185.7 billion
e Tax credits for 2012-15 are projected to cost £28.5 billion
e Net public service pension payments for 2014-15 are projected to be £13.2 billion
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These items are set to cost a total of £227.4 billion in 2014-15. Whilst the Government has
stated that certain social security benefits will now be subject to an annual 1% increase
(rather than being indexed to CPI), a +0.2 percentage point increase in CPI could
nonetheless add tens or even hundreds of millions of pounds to the total bill.

The Impact Assessment suggests that the inflationary effect of MUP could in fact be even larger:

"There are a number of uncertainties about these estimates, as there are likely to be further
offsetting effects on inflation if the prices of more expensive alcohols are increased to maintain
differentials with cheaper alcohol."

Matthew Sinclair, the Chief Executive of the TaxPayers' Alliance, concludes:

"We already knew that forcing retailers to charge more for alcohol would result in higher prices for
customers.

"But now we have the Government's own figures showing that the cost of this ludicrous policy will
be borne by taxpayers in higher welfare costs and reduced duty receipts.

"The quicker the Government calls time on Minimum Unit Pricing of alcohol, the better."

Notes

1. Established in 2004 and now with 75,000 supporters, the TaxPayers' Alliance (TPA) is Britain’s
independent, grassroots campaign for lower taxes and better government. Find out more about
the TaxPayers' Alliance at www.taxpayersalliance.com

2. The Home Office's Impact Assessment on the Minimum Unit Price of Alcohol can be viewed
here:
http://www.homeoffice.gov.uk/publications/about-us/consultations/alcohol-consultation/ia-
minimum-unit-pricing?view=Binary

The effect on CPI is explained on p.13 and details of the reduced duty receipts are on p.17

3. The cost for social security benefits, tax credits and public service pension payments are taken
from Table D.4, Total Managed Expenditure, in the Budget Red Book 2012 (p.107):
http://cdn.hm-treasury.gov.uk/budget2012_complete.pdf




