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General Summary

This study reviews the Irish experience over the last 20 years
in regard to alcohol consumption, alcohoi-related problems
and policies towards alcohol.

The growth of alcohol consumption over the 1g96os and
1g705 has been very rapid and due both to increasing
consumption per drinker and a higher percentage of drinkers
in the population. By international siandards, however,
consumption is not exceptionally high in Ireland, although the
proportion of income spent on drinking is very high.

As consumption has grown so too have some of the widely
used indices of alcohol-retated problems, notably hospital
admissions for alcoholism, arresis for drunkenness and road
accidents occurring around pub-closing time. On the other
hand, the death rate for liver cirrhosis does not yet reflect the
eltects ol higher consumption o any great extent.

A review of the economic imporiance of alcohol in reland
reveals that it does not accoumt for a major proportion of
national output, employment or exports. Moreover, its
contribution relative 1o that of other sectors has declined quite
subsianually in the last two decades. However the proportion
of total wax revenue obuained from the excise taxes on beer and
Spirits .I.‘f:rllilil'ls over 10 per cent, which is very high by
internatiortal siandards.

A study of the rax burden on alcohol reveals that the excise
taxes tended to fall in veal 1erms during the period ol
accelerating inflation siarting in the late 1960s, and that spirits
taxation in particular declined relative 1o s tevel in carlier
vears. Recent budger changes have only partially reversed these
wrends.




The question ol assessing the economic costs ol alcohol
abuse is discussed and illusirared with some wentaive
calculations based on Irish data. 1t seems sale 1o conclude that
the heavy excise taxes paid by drinkers more than offset any
costs imposed on the exchequer as a consequence of alcohol-
related problems. Thus, the rationale for a policy of stricter
controls on drinking must be Tound ¢lsewhere than in an
cconomic analysis ol the gains and losses 1o the exchequer.

In Scction § ol this study the opiions open o policy-inakers
anxious to curb the growth in alcohol consumpiion are
reviewed. It is argued that the scope for curbing consumpiion
through tmxation increases ol sudlicient magnitude 1o ruise the
price of drink relative to the general cost ol living is quite
mieagre. Drink is already reladively expensive in breland, and the
cconomerric evidence suggests that further real price rises
would tend to increase the amouny spent on alcohol rather than
reduce the amounts drunk. Restriciions on publicity and
advertising are nol judged likely to have a major impact on
drinking or even on the recruinment of young people o the
drinking population. Controls on where and when drink may
be sold have been relaxed rather than tghiened in vecent years,
and while a case may be made for reversing this rend, its net
miluence on drinking patierns is noi known.

As an alternative to these approaches, it may be argued that it
would make more sense to penalise those whose heavy drinking
causes problems. Obvious targers would be those who drive
while drunk or who are absent [rom work because of drinking.
The problems thad lie in the way ol enlorcing this type ol policy
are discussed and it is concluded that there is scope lor
improvement in this regard in Ireland.

The end result of this study is nota blue-print for a policy on
drinking but mthier a veview of the situation as i has developed
over the postawiar period and ol the range ol issues that need w
be taken o account in formulating policy in this area.



Section 1
Introduction

In the years ahead we are likely 10 see a considerable increase
in efforts by the state to discourage pauerns of behaviour
believed to have adverse repercussions on health. Despite a
general commitment to the view that the individual is the best
judge of what contributes 1o his or her own welfare, the state
appears to be increasingly willing 1o try to modify behaviour in
directions believed 1o promote public health. Undoubtedly
much of the impetus for this emphasis comes from the rapid
escalation of public expenditure on health services and the
tanaalising fiscal promise of preventive measures. As Bonnie
{1978) rheworically asks ‘“‘what legislaior or taxpayer would
forgo an opportunity 10 invest in one ounce of preventive
programming to avoid paying a pound of cure later on?”
{p. zo2). High on the list of behaviours which it may be hoped
could be modified with major social benefits is alcohol
consumption or ‘“alcohol abuse”. This issue is particularly
relevant in Ireland because of the widespread belief that the
Irish are very prone to alcohol-related problems.

This is, therefore, an opporwune time to survey a range of
issues related 1o alcohol consumption in Ireland today. There is
a need for objective background information against which
policy initiatives can be judged, as well as for an overview of the
nature and magnitude of the problem represented by alcohol
abuse in Ireland today. The present study attempts 10 meet
these needs. '

The approach taken is to present basic information on the
level and trend of alcohol consumption in Section 2, followed
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by a summary of data on the level and trend of alcohol-related
problems (such as cirrhosis deaths, admissions to hospital for
alcoholism, arrests for drunkenness eic.} in Section 3.-Although
these two sections are primarily descriptive, there is also a
discussion of the extent 1o which the increase in alcohol
consumption can be linked with the increase in alcohel-related
problems.

Section 4 takes up the crucial question of the growth in
alcohol consumption that is likely to occur in the coming years,
and a number of factors that may lead to a moderation of
recent trends are discussed.

Section 5 documents the'large, but declining, role of alcohol
in the Irish economy, considering separately its contribution to
employment, tax revenues and the balance of payments.

The question of measuring the economic costs of alcohol
abuse is discussed [rom a methadological viewpoint in Section
6, and the tentative calculations presented in Appendix A are
used to itlustrate the point that there is a net gain o the
exchequer as a result of drink in Ireland. The implications of
this finding are explored in this section.

In view of the central place of alcohol prices and taxation in
many discussions of alcohol control, Section 7 provides
background information on these variables for Ireland over the
period since igs50.

These first seven sections set the stage for an exploration of
control policies, which is undertaken in Section §. In the {irst
part of this section the scope for using the price of drink as a
way of moderating the growth of consumption is explored.
Drawing on the econometric results regarding elasticities
summarised in Appendix B ir is shown that very subsiantial
price increases would be required to offset the effect of rising
income on the growth of alcohol consumpiion. The social and
political limitations of this approach are discussed.

The second part of this section explores the potental for
advertising controls in curbing alcohol consumption. Drawing
on a summary of the international research in this area it is

2




concluded that it would be unrealistic to expect oo much
either from curbs on drink advertising or from health
education campaigns 10 discourage excessive drinking.

The third possible conurol policy explored is limitation of the
availability of alcohol. The key issue in this area seems 10 be the
political feasibility of reversing the wrend towards liberalisation
which has been apparent since the early 1960s.

The review of control policies presented in Section 8 is a
sceptical one. This is notL meant to be negatve, but rather to
serve as a warning to those who espouse apparently simple
solutions (such as heavier taxation) to what is in fact a very
complex issue. In the concluding Section g the broad question
of what should be done about aleohol in our society is taken
up. The ambivalence of our attitudes even towards such
apparently clear cut issues as drunken driving is discussed, and
the question is raised whether we are really convinced that there
is, or is likely 1o be, a serious problem of alcohol abuse in
Ireland, and if so whether this probtem is to any great extent
amenable to conwrol policies. Although running some risk of
being construed as a predominanily negative contribution to
the debate, Sections 8 and g are intended 10 be a critical but
constructive examination ol the difficulties ol defining exacly
what we can hope to achieve through a policy towards alcohol
in Ireland in the years ahead.



Section 2
The Trend of Alcohol Consumption and Expenditure on Alcohol

The growth of consumption of alcoholic beverages in
ireland over the period 1950-79 is shown in Table 1 and Chart
1. Over the 2g-year period alcohol consumption per person
aged over 14 rose by 118 per cent or at an annual average rate
of 2.6 per cent. The growth rate was much higher—4.5 per
cent—during the years of rapid economic growth from 1961 to
the onset of the recession in 1g75. The effect of this recession on
the growth of consumption seems to have been temporary. The
relationship between the growth of income and alcohol
consumption is explored econometrically in Appendix B,
where it is seen that alcohot consumption is highly sensitive to
income, tending to increase more than proportionately with
changes in income, all other things remaining equal.

An important teature of the trend of alcohol consumption in
Ireland has been the more rapid growth of consumption of
spirits and wine than of beer. In 1950 only 28 per cent of our
alcohol was consumed in the form of spirits and wine,
compared with almost 40 per cent in 1978. Most of the growth
in the share of spirits and wine in the alcohol market occurred
during the 1960s and 1970s. It is also notable that the rate of
growth of alcohol consumption in Ireland has in recent years
outpaced that recorded in neighbouring countries. We have
now drawn level with the United Kingdom in terms of
consumption per person aged over 14, whereas in the mid-
1960s our consumption was about one-quarter below the
British level (Keller and Gurioli, 1976). However, despite this
tendency for Irish consumption to grow at a faster rate than

4



Table 1: Aleohol consumption per head of population aged 1 5 and over in litres of 100
per cent aleohol 1950-79

Beer Spirits Wine Total
1950 3.34 1.20 .13 4.67
1§51 8.56 1.21 0.14 4.91
1952 3.34 0.95 0.12 4.41
1953 3.79 0.g8 0.13 4.40
1954 g.29 1.06 0.14 4.49
1955 3.39 1.08 0.15 4.62
1956 .48 1.05 .15 4.68
1957 340 .99 0.15 4-54
1958 $.31 1.08 0.5 4.49
1959 .48 1.08 0.16 4.67
1960 8.48 1.15 Q.17 4.80
1961 %.7% 1.38 0.19 5.80
1962 3.75 1.30 0.19 5.24
1963 8.84 1.39 0.21 5.44
1664 3.97 1.50 0.24 5.71
1965 402 1.56 0.25 583
1666 4.03 1.53 0.24 5.80
1967 4.10 1.56 .25 591
1968" 4.27 1.7% 0.27 6.237
196g 4.59 1.93 0.28 6.8¢0
1970 4.76 2.06 0.81 7.1%
1971 5.04 g.21 0.82 7.57
1g72 5.31 2.43 0.95 8.09
1973 5.05 2.75 0.40 8.80
1974 6.19 7.82 0.43% 9.44
19735 5.81 2.91 0.4% §.15
1976 5.59 z.83 0.43 8.85
1977 5.63 8.00 0.46 9.09
1978 579 335 0.56 9.64
1979° 6.05 8.30 0.61 9.96

Data Sources: Annual Reports of Revenue Commissioners; Irish Statistical Bulletin,

Notes: (1) The Revenue Commissioners’ data refer to "“net duty paid” beer

—

(2

—

(3

{4)

(imported and home-made); spirits and wine ‘‘retained {or home
use’’.

A standard barrel of beer, proof gallon of spirits, and gallon ol
wine were taken as equal 1o 7.86, 2.6 and 0.568 litres of absolute
alcohol respectively.

Up to 1974 the data were Tor years ending on 31 March. Weighted
averages of adjacent vears have been waken 1o obtain calendar
year figures.

These quantities include consumption by visitors 1o Ireland bui
exclude consumption hy Irish people while abroad.

*Provisional




Chart 1. Conswmption of Alcohaolic Beverages per Head of Population Aged
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that observed in other European countries, we still retain our
position near the bottom of the international “'league table™ of
alcohol consumption per person. This may be confirmed from
Table 2, which surnmarises the available data on internauonal
consumption levels. The extreme position of France and
Portugal is notable, but a study of trends over time in alcohol
consumption in these countries reveals a levelling ofl and hence
a tendency for the gap to narrow beiween them and countries

Table 2: Consumption of alcohol in selecled countries, mid-1970s

Country Year Litres of absolute aleohol per
person aged 15 and over

Portugal 1974 2%.4
France 1972 22.4
Cermany (FR)} 1974 14.8
Belgium 1979 i4.4
Austria 1972 14.1
Switzertand 1971-78 13.9
Italy 1973 18.6
Australia 19753 13.3
Spain 1971 12.8
New Zealand 1972 12.6
Denmark 1973 10.9
Canada 1974 10.8
Netherlands 1974 10.6
USA 1975 10.5
UK 1974 10.2
Ireland 1974 9.4
Finland 1975 7.6
Sweden 1973 7.0
Norway 1974 5.6
Isracl 1974 3.2

Source: Keller and Gurioli (1976}, Table 10.
7



such as Ireland which have experienced rapid growth (Keller
and Gurioli, Table 11}.

The parad&*ehal despite our comparatively low per capita
consumption of alcohol, expenditure on alcohol is very high in
Ireland in relation to incomes, has been discussed in an earlier
publication (Walsh and Walsh, 1978). In Table 3, the
proportion of {a) personal disposable | e and (b) personal
expenditure on goods and services uc?\ﬁ?omd to purchasing
alcohol over the period since 1960 is set out. Both these
measures of the importance of drinking in Ireland show a
marked increase over the two decades, especially during the
years up to 1971. The proportion of income spent on drink in
Ireland is much higher than that recorded in other western
countries today. Qur nearest rivals are Finland and the UK,
where the proportion of total expenditure devoted to alcohol is
about 7 per cent, compared with over 12 per cent in Ireland,
(Table 4). In Poland the proportion of income devoted to
alcohol appears to be very high, but comparisons with a
socialist system of national accounting are difficult 1o make
because of the undervaluation of expediture on services. We
would have 1o go back to Victorian Britain to find a higher
figure than the contemporary Irish one: expenditure on drink
as a proportion of wotal consumption reached a peak of 15 per
cent in the UK in 1876 {(Dingle, 1972).

It would, however, be mistaken to infer directly from .the
statistics on expenditure on drink that the Irish devoie an
excessive amount of resources to producing and distributing
alcoholic beverages. Approximately half the total outlay on
drink is accounted for by taxes (this point is discussed in more
detail in Section 5). The remainder of the outlay, that is, about
six per cent of personal consumer expenditure, covers not only
the costs of producing and distributing-alcoholic beverages but
also the rental, heating and other expenses of licenced premises
where most Irish drinking takes place.

The National Prices Commission, in their Monthly Report of
December 1977, provide the following breakdown of retail




Table 3: Expenditure on alcoholic beverages as percentage of (a) total
personal disposable. income and (b) personal expenditure on
goods and services, 1960-77

Expenditure on alcohol Expenditure on alcohol
as percentage of as percentage of
disposable personal personal expenditure

income on goods and services

1gbo 7.6 8.2
1961 7.6 3.5
1962 8.2 9.1
1963 8.4 9.2
1964 8.4 9.4
1965 8.7 9.7
1966 3.8 9.8
1967 g.0 10.1
1968 9.1 10.1
1969 9.4 10.9
1970 10.0 11.5
1971 10.2 11.6 .
1972 9.6 11.4
1973 9.3 11.5
1974 9.4 1.5
1975 9.6 12.7
1976 10.4 13.2
1977 9-7 12.3

Source: National Income and Expenditure, (N1E) 1947, Table A. 11 and earlier

editions.

Notes: Personal disposable income = Personal income less taxes on personal
income and wealth. NIE .items go
minus gg

Personal expenditure on goods and services = Personal disposable
income less savings, N1E
item 121,

All magnitudes measured at current market prices.

There figures include drink purchased by tourists while visiting

Ireland, but exclude drink purchased by Irish people while outside

Ireland. In 1968 Ireland had a net favourable balance from tourism of

4.5 per cent of personal expenditure, but by 1977 this had fallen o 1.4

per cent, so correction for this factor would have very liule influence

on the more recent figures in this wable.
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Table 4: Expenditure on alcoholic beverages as a percentage of total

personal expenditure on goods and services in selected
counlries, 1975-77

1975 1976 1977
Belgium 3.8 3.9 4.0
Canada 3.6 3.6 3.5
Finland 6.6 6.5 6.2
France 2.6 2.4 2.3
Greece 2.7 2.6 2.8
Israel 1.0 0.9 0.9
Ireland 12.8 13.2° 12.8”
laly 2.8 2.5 2.3
Netherlands 2.4 2.2 2.1
Norway 3.9 3.7 3.7
Poland®® 18.2 — —
Sweden 4.7 4.7 4.6
UK 7.8 8.0 7.9
USA 1.6 1.5 1.4

Data Source: UN Yearbook of National Accounts Statistics, 1978

Table refers 10 ““Private Final Consumption Expenditure by
Object, in Purchasers’ Values, at Current Prices”.

* From Irish NIE (see Table 3)

** “Consumption of Alcoholic Beverages as percentage of personal
cxpenditure on goods and material services' - daa from Central
Statistics Office, Warsaw (GUS)

expenditure on alcoholic beverages in a licensed bar: (%)
¥ glass of Irish whiskey 1 pint stout
Distiller/Brewer 14 25
Exchequer
(excise + VAT) 46 46
Retailer 40 29

Total cost 100 100

Following various changes in the trade price and in taxation,
the approximate situation in March 1980 was that the

10




exchequer (excise + VAT) content of a half glass of Irish
whiskey was 56 per cent and of a pint of stout 47 per cent.

These figures illustrate the relatively small proportion of
total expenditure on drink that represents the cost of producing
the beverages, and. the very large share represented by excise
and value added taxes. The high proportion of the consumer’s
budget devoted 1o purchasing drink in Ireland is, however,
important evidence of the attachment of the Irish to alcoholic
beverages and their willingness to forgo other items in order to
secure a desired level of alcoholic intake. The econometric
evidence suggests that expenditure on drink rises at least in
proportion to increases in income, and that higher real alcohol
prices result in higher expenditure on drink rather than
decreased consumption (see Appendix B).

Another important point that should be kept in mind in
making comparisons, either between households or between
countries, of expenditure patterns is the question of which
items are included or excluded in total personal expenditure.
In Ireland, health and housing are very heavily subsidised items
{especially for the lower socio-economic groups) and hence
their importance in the household budget is relatively low, but
this does not imply that drink pre-empts these items of
expenditure. This issue is taken up again in connection with
household expenditure patterns in Section 8.

11



Section 3
The Trend of Alcohol-Releted Problems

Recent discussion of alcohol-related problems has been
greatly influenced by Lederman’s hypothesis, which is generally
understood Lo show that the proportion of excessive drinkers in
a population is closely related to the per capita consumption of
that population {see Lederman, 1956). Because Lederman
assumed that drinking patterns have a log-normal distribution,
it follows from his hypothesis that the number of heavy
drinkers in a population rises more rapidly than per capita
consumption. This hypothesis has been largely responsible for
the growing acceptance of the view that the best way to lower
the incidence of problem drinking in a country is to reduce the
average level of drinking in the country.

The statistical basis of the Lederman hypothesis has been
shown to be deficient, and the correlation between average
consumption and such indices of alcoholism as deaths from
liver cirrhosis or hospitals admissions for alcoholism is by no
means as close as a strict adherence to Lederman’s ideas would
suggest {(Duffy, 1977). In the Irish case it must be borne in mind
that a significant amount of the recent growth in per capita
consumption has been due to the fall in the number of
abstainers in the population, and that the newly recruited
drinkers are likely to have relatively low consumption, which
would tend 1o weaken the association between the growth in
consumption per head of otal population and consumption
per drinker. Apart from the other criticisms that have been
levelled at Lederman’s hypothesis, this factor alone would tend
to reduce its relevance, in the short-run at least, in Ireland.

12



Despite these reservations, it seems obvious that in a general
way there tends to be some correlation between average alcohol
consumption and the incidence of alcohol-related problems.
In this section all that is attempted is a summary of the trend of
the main indicators of alcohol-related problems over the
period of the recent rapid rise in average alcohol consumption
and a briel commentary on the apparent relationship between
consumption and the indices of alcohol abuse.

Deaths from liver cirrhosis are widely regarded as one of the
most important objective indicators of the incidence of alcohol
abuse. There are, however, two difficulties in using the cirrhosis
death rate as an index of excessive drinking. In the first place,
not all cirrhosis deaths are auributable to alcohol abuse. The
proportion due to other causes may vary from time to time or
place to place, causing the cirrhosis death rate o fluctuate for
reasons unrelated to the level of heavy drinking. Secondly,
there may be variations in the accuracy with which cirrhosis is
reported as the cause of death. Duffy and Dean (1971)
investigated the reporting of cirrhosis mortality in Ireland and
concluded that even when allowance is made for the under-
reporting of deaths from this cause, the cirrhosis mortality rate
is very low by internauonal standards. This led them to
conclude that “'alcohol consumption in the case of Ireland does
not apparently affect the incidénce of cirrhosis™ (p. 396). None
the iess, it has been noted that there is a significant correlation
over time between cirrhosis mortality and alcohol consumption
in [reland (Walsh and Walsh, 1973}). In Table 5 the cirrhosis
mortality rate since 1961 is set out, and it may be seen that there
is some evidence of an upward trend in this rate, especially
among women. However, the fact that over the period when
alcohol consumption per capita rose by over 100 per cent the
cirrhosis death rate increased by less than 50 per cent suggests
that, contrary to the Lederman hypothesis, the extreme
physical consequences of heavy drinking rise much less than the
average level of drinking. Moreover, the female death rate from
cirrhosis is almost as high as the male, which is surprising in a
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Table 5: Death rate from cirrhosis of the liver per 100,000 Population
aged 15 and over, Ireland, 196:1-77

Males Females Both sexes
1961 4.3 2.5 34
1962 5.1 8.1 4.1
1963 4.5 2.3 3.4
1964 5.7 2.2 4.0
1965 6.0 8.0 4-5
1966 3.6 2.2 2.9
1967 53 2.3 3.8
1968 5.2 3.9 4.5
19649 6.5 4.1 5.2
1970 6.1 3.6 4.9
1971 4.3 2.9 3.6
1972 6.1 4.6 5.4
1973 5.8 4.2 5.0
1974 7.1 3.8 5.4
1975 4.8 4.2 4.5
1976 6.4 4.1 5.2
1977 5.6 4.4 5.0

Source: Annual Reports on Vital Statistics

condition supposed 1o be closely related to the incidence of
heavy drinking. However, the evidence discussed here relates to
a relatively short period of time, and does not preclude the
possibility that the effects of the increase in alcohol
consumption will be more clearly reflecied in the cirrhosis
death rate in the longer run. The evidence presented by Blaney
{1973/74) points to a close association between alcohol
consumption and the cirrhosis death rate in Ireland in the first
quarter of the present century.

The admission rate 1o mental hospitals for the diagnoses
“alcoholism™ and “alcoholic pyschosis" is another frequently
used index of alcohol-relaied problems. The daia for ihe

4



period 1965-77 are shown in Table 6 (earlier years are not
available). It may be seen that this rate more than trebled over
this 13-year period. The Irish rate is now some five times that
found in England and. Wales, although higher rates are
recorded in Finland. It is obvious, however, that great caution
must be used in interpreting this statistic because hospital
admissions data are influenced by the type of treaiment
facilities on offer to the public and general attitudes towards
availing of treatment for the problem of excessive drinking. In
Ireland there has been an increasing emphasis in recent years
on the disease concept of alcohol, which has as its corollary
higher expeciations among the public regarding the efficacy of
medical treatment for the problem. These developments may

Table 6: Admission to psychiatric facilities for the diagnosis of
alcoholism or alcoholic psychosis 1965-77

Rale per 1,000 population aged 15 and over
All admissions First admissions
Both Both
sexes  Males Females sexes  Males Females

1965 0.83 1.40 0.26 0.35 o0.62 o0.09
1966 0.89 1.47 0.30 0.40 068 o0.13
1967 1.01 1.66 0.35 0.43 071 0.5

1968 1.26  2.17 0.35 0.54 0.94 0.14
1909 1.44  2.45 0.4! 0.59 1.00 0.17
1970 1.52 2.58 0.45 0.62 .05 0.18
1971 1.82  3.038 0.60 0.75 .25  0.26

1
1
1972 2.00  3.3Q 0.60 0.82 .39 ©0.24
1973 2.30 3.83 0.77 0.95 1.56  0.533
1
1
1
1

1974 2.50 4.5 0.84 0.97 .61 0.32
1975 2.75  4.48 1.02 1.01 .64 0.37
1976 2.75  4.46 1.04 1.02 b2 0.37
1977 3.01 4.91 1.11 1.12 .83 0.41

Source: O Hare and Walsh, 1g7g. and carlier years.
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account for some of the increase in hospital admissions,
independently of any change in the underlying incidence of
problem drinking. The Scouish experience in recent years
appears very similar to the Irish, with the increase in hospital
admissions for alcoholism outstripping the increasce in
consumption of alcohol {Kendall, 1979}, whereas in Caliloriia.
for example, the alcoholic population of mental hospitals has
decreased sharply in response to a major shift in mental healith
care towards community based detoxification centres (Bunce et
al. 1980). In the Irish case it is interesting 10 note that the higher
professional socio-economic group has one ol the highest
admission rates for alcoholism (O'Hare and Walsh, 1979,
Table 11). It is possible that professional people are more likely
10 seck medical treatment for heavy drinking than are others,
even though their intake of alcohol may not be exceptionally
high. Consistent with this view is the fact that the average length
of hospital stay for higher professionals admiued for
alcoholism is much shorter than that for unskilled- manual
workers, another group with a high admission rate. These
points illustrate how much care must be taken in drawing
inferences from the overall hospital admissions rate to the evel
of problem drinking in society. In any event, the increase in the
hospitals admissions rate of 300 per cent over a period when
average alcohol consumption rose by only 70 per cent can
hardly be explained even by a surict interpretation of the
Lederman hypothesis, and factors other than the growth in
consumption and in the incidence of problem drinking must be
invoked to account for the rapid growth in admissions.
However, despite all these caveats, the hospital data are
important evidence of the gravity of the problem of alcohal
abuse in Ireland today. It may be seen from Table 6 that while
males continue to have a much higher admission rate than
females, the female rate has been increasing more rapidly than
the male.

In Table 7 the prosecution rates for “‘drunkenness’ and
“drunken driving” over the period 1961—178 are set out. Both

16



rates have risen over the period, but the increase in the
prosecutions for drunken driving is the more striking. This
series is, of course, greatly influenced by legislation and in
particular the introduction of the blood alcohol level test in
1971." The fact that in 1977 a police force with a growing
volume of work due to a rising level of serious crime dealt with
over ten thousand crimes of drunkenness or drunken driving
compared with fewer than four thousand in 1961 suggests that
there has been a genuine increase in alcohol-related

lawlessness.?
There ts somce evidence that concern at the extent of alcohol

abuse among young people is more widespread in Ireland than
in Britain. Despite the fact that there was a higher proportion of
non-drinkers and a lower average intake of alcohol among
Irish than English youths, O’Connor (1478) reports that a
much higher proportion of Irish than English youths
considered drink 10 be “a problem among the youth”. Even
more striking is the contrast between the 3o per cent of Irish
mothers, compared with only 10 per cent of their English
counterparis, who sawd that "“drinking is the most serious
problem in this counury”. This response must, however, be
interpreted in light of the fact that it was elicited in the course of
an interview concerned with drinking habits.

The only indication provided in O’Connor’s survey as to the
nature of the problems believed to be caused by excessive
drinking is the response of the interviewees as to their own
experience of drinking problems during the previous year.
Forty five per cent of Irish male youths confessed to a problem,
compared with only 27 per cent of British males (op. cit. Table
7). By far the most lrequently mentioned problem in both
countries was ‘‘arguments with friends”, but the greatest
conurast bewween Irish and English youths was the 16 per cent

' The legislicion was passed in 1968, o take ellect in Noveiber, 1969, bug its
mtroduction was delayed by adnsinisieative difficuliies wiuil 1970,

2 Alhough inermaional comparisons of crime statistics must be ireated with cawion,
it s of Tneres 1o nate thae the prosecation rare lor drunkenuess and drunken driving
tn Engluod nd Wales 01975 was almost exactly the same as thag in lreland,
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of Irish males, compared with only four per cent of English
males, who mentioned “‘money problems due to drinking™".
This finding is of relevance to the discussion in subsequent

Table 7. Prosecutions relating to drunkenness, Ireland, 1961-78, per
1,000 population aged 15 and over

Offence
Drunkenness Drunken driving

rate rate
1961 1.6 0.3
1962 1.6 0.5
1963 1.6 0.5
1964 1.7 0.6
1965 1.8 0.7
1966 1.8 0.6
1967 1.8 0.6
1968 1.8 0.6
1969 1.6 0.7
1970 1.4 0.6
1g71 1.6 1.0
1972 1.6 1.2
1979 2.1 1.6
1974 2.2 2.2
1975 2.2 1.8
1976 2.1 1.5
1977 2.6 1.8
1978 na 2.8

Source: Statistical Abseract, Offences relating to intoxicating liquor laws, and
Parliamentary Debates, Dail Eireann, Vol. 320, No. 3, (1 May, ig8o}
p. 501

Note: “Drunkenness” refers 1o prosecutions for drunkenness simple or with
aggravation (there are about equal numbers of each type of offence).
“Drunken driving” refers 10 “driving or attempting to drive while
drunk’® and more recently, includes refusals to give a
breath/blood/urine sample.
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sections of this paper of the effectiveness of price as an alcohol
control measure. The overall impression conveyed is that
although drinking may give rise to disputes and fights among
Irish youths, and absorb an inordinate proportion of their
spending money, the incidence of more serious problems
related to health or employment is low and very similar to that
reporied among British youths.

Mention should also be made of Lynn’s (1971) view that ‘the
amount of alcohol consumed in a society is a function of the
anxiety level of the people” (p.27). He claims 10 show in this
monograph that the low level of alcoholism in Ireland by
imnternational standards is part of an underlying syndrome
which he identifies as a low level of anxiety. Lynn’s discussion
of the statistics relating to alcoholism in Ireland, aithough
based on the data for the 1g60s or earlier, serves to remind that
several indices of aicoholism are relatively low in Ireland, and
that it is by no means casy to establish that the problem of
alcohol-abuse is particularly acute here.

In summary, there has been an increase in the incidence of
some indices of alcohol abuse, notably admissions to hospital
for alcoholism and prosecutions for drunkenness and drunken
driving, over the recent period of rapid growth in alcohol
consumption. However, deaths from liver cirrhosis have risen
much less rapidly than alcohol consumption. Although we have
no historical daia on attitudes towards alcohol, the results of a

recent survey indicate that it is regarded as a serious problem by
the Irish public.



Section 4
Projections of Alcohol Consumpition

Caution must be exercised in auempting to project the luture
_growth in alcohol consumption in the light of the experience of
the period 1961-75. While standard economewric analysis ol
Irish data indicates that the income elasticity of demand lor
alcohol is relatively high, and the price elasticity Fairly low {sce
Appendix B), it must be borne in mind that medium- or long-
term projections of consumption are very sensitive (0 a varicty
of technical considerations as well as 10 the particular time
period covered by the data used in the econometric analysis. It
would be unwise to assume that even if we repeat in the 1980s
the rapid economic expansion achieved between 1961 and 1974
we would again experience the rate of growih of alcohol
consumption that was recorded during those years. There arc a
number of factors that suggest the possibility of a moderation
in the growth of alcohol consumption in Ireland in the longer
term.

To illustrate these factors, it is helpful to think of the
consumption of alcohol per person (aged 15 and over) as made
up of two components, namely, consumption per drinker and
proportion of the population (aged 15 and over) that drinks:

Consunption of Alcohol Consumption ol Alcohol Drinkers
X
Pupulation {15 and over) Drivkers Popubiaion G5 md overt

(A more detailed analysis would take into account the facts tha
the first term on the right-hand side can be regarded as the
product of *‘frequency of drinking” and “‘consumption per
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drinking session’’.) The rapid growth of alcohol consumption
in Ireland since 1961 has been due to significant growth in both
of these factors. [t is not passible to document each source of
growth with precision, but we know from market research and
other survey sources that the proportion of the aduit
population that is abstinent (*‘teetotallers™) has fallen in recent
years. According to one source, for example, the proportion of
the population aged 18 and over who had drunk some alcchol
during the week prior (o interview rose from 27 per cent in 1964
to 41 per cent in 1975. Between 1968 and 1974 the proportion
who had consumed alcohol during the year prior o interview
rose from 53 10 62 per cent. The proportion of drinking rosc
most ‘rapidly among women {from 32 10 48 per cemt) and
people aged 18-24 years old (Irom 46 10 66 per cenmt).? in the
1972 study of Irish and English drinking habits mentioned
carlier, it was found that the proportion of non-drinkers was
higher among Irish than English youths; one-quarter of the
Irish Temales, and one in ten of the males, said they were non-
drinkers, compared with fewer than one in twenty of either sex
in England (Q'Connor, 1978, p.78). There is, therefore, room
for continued growth in alcohol consumption due to lurther
growth in the proportion of the population that drinks, but as
this proportion rises an upper limit is approached and the
contribution of this factor tapers off.

It is possible to provide a rough estimate of how much of the
growth in per capita consumption over the period 1968-74 has
been due 10 the increasing proportion of the population that
drinks, and how much o increased consumption per drinker.
The data in Table 8 suggest that somewhat less than half the
total growth is attributable o the declining proportion of non-
drinkers, but obviously the contribution of this factor will tend
to 1aper off as an upper limit w the proportion of ihe
population that drinks is approached.

¥ These estimates are derived from market research conducied on beball of ane of the
companics imwvolved in the Lrish drink (rade.
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Table 8: Estimates of the components of growth of alcohol consumption
per head of population aged 15 and over.

Consumption per Estimated proportion of Estimated
person aged 15 drinkers in population consumption
and over aged 15 and over per drinker
(litres/year) per cent {litres/year}
1968 6.45 48 18.5
1974 9.27 57 16.3

Annual average
growth rates,
1968-74 6.2% 2.9% 3.2%

It is diftTicult to anticipate whether or when there is likely 1o
be a levelling-off in the consumnption per drinker. Examples of
this phenomenon can be cited from the past. In the 1870s
consumption of alcohol reached a peak in England and
gradually declined towards the end of the century, despite the
growth in real income. Dingle {1972} auributes this levelling ofl
to the spread of new and cheaper consumer goods (implying a
rise in the relative price of drink} and the gradual adjustment of
the working classes to their new-found prosperity. In France
alcohol consumption has declined slightly from the very high
levels reached earlier in the present century {Keller and Gurioli,
Table 11), perhaps due to the reduced role of drinking with
meals and despite the increased importance of drinking apart
from meals. In Ireland, both illicit spirits distillation and the
consumption of taxed spirits declined sharply towards the end
of the nineteenth cenwry and this was followed by a sharp
decline in all the available indices of alcohol-related problems
(Blaney, 1973/74). Irish consumption, at present close to 10
litres of alcohol per person aged over 14, is not exceptionally
high by international standards so that there is no obvious
reason to anticipate an immediate levelling off in consumption.

None the less, we must be sceptical of projections of alcohol
consumption that consist of little more than extrapolations of
the correlation between the growth in income and in drinking
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over the last two decades. This growth might represent a once
and for all wransition 10 new patterns of consumption,
associated with the new prosperity of many groups and the
fundamental social changes that have occurred in Ireland over
this period. Alcohol could now, more or less, spontanecusly
decline in relaiive importance in our society, as occurred
towards the end of the ninecenth century in Britain. Another
possibility is that a steady increase in the more conspicuous
types of alcohol-reluted problems such as public drunkenness,
drunken driving, and hospialisation for alcoholism, could
lead to a less tolerant attitude towards drinking and the
implementation ol effective control measures and a decline in
average consumption.

These considerations render the prospect of another
doubling of per capita alcohol consumption before the ¢nd of
the century less probable than it might appear at Birse sight, but
significani further growih in consumption — and presumably in
the incidence ol alcohol related problems - is none the less very
likely 10 occur.
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Secuion 3

The Economic Importance of Alcohol in Ireland

The most obvious economic role of alcohol in the Irish
cconomy is the very high burden of taxation it bears. Within the
EEC, Ireland, the UK, and Denmark are exceptional in the
extent 1 which they rely on excise taxaiion of alcohol (and
tobacceo) as . source of 1ax revenue. But even within this group
of three, Ireland is exceptional, obtaining about 12 per cenc of
all tax receipis from the excise taxes on alcohol, compared with
only five per cent in the UK (Table g). Inclusive of the VAT

Tableg: Excise duties on alcoholic beverages as a percentage of all tax
revenues excluding social security payments and
contributions to the EEC, 1971-75

1971 1972 1973 1974 1975

Belgium 1.74 1.73 1.59 1.55 1.46
France 1.68 1.80 1.75 1.67 1.70
Germany (FR) 2.18 2.27 2.08 2.00 1.94
faly? i1.09 1.09 116 0.93 0.70
Luxembourg 1.32 1.49 1.3 1.24 1.40
Netherlards 1.96 2.01 1.85 1.81 1.76
Denmark 3.79 3.70 3.34 3.29 3.54
Ireland 12.19 11.76 11.89g t1.50 11.72
UK 5.65 5-85 5.12 4.63 1.82

'Beer and spirits only
Notes: {a) These ligures exclude the revenue twhere relevant) from VAT of
the sale ol alcoholic beverages, which in Ireland contributed a
further 2.6 per cent ol total @x veceipts in 1975.
(b} The Irish figure lor 1977 was 11.0 per cent,
Sources: Sulkunen {1978), Table 26. Based on Snatstical Oflice of the
European Communities, Tax Statistics t970-75.
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receipts from the sale of alcoho! would make the Irish situation
cven more unusual,

This heavy dependence of the exchequer on revenue from
alcohol taxation is of long standing in Ireland; indeed the
growth of other sources of tax revenue has led to some decline
in the importance of alcohol 1axes, which contributed almost
16 per cent of total revenue in the early 1960s and 18 per centin
the carly 1950s. The declining share of excise taxes on alcohol
in total revenue is clear from Table 10.

Heavy dependence on revenue from drink taxes was also a
leawure of the UK economy in the past: in the 1880s over 40 per
cent of British Exchequer receipts came from excise taxes on
drink {Harrison, 1971, p. 346). A rapid decline in the relative
importance of this source of wx revenue is a natural
development as other axes, notably income and value added
taxes, assume greater importance. None the less, it must be
borne in mind during any discussion of alcohol control policies
in Iretand thac it s stitl the case that a major decline in alcohol
consumpuon could have serious fiscal repercussions.

Direct employment in the production of alcoholic beverages
is not of major importance to the Irish economy, and has
declined both absolutely and relative o wotal employment in
the lust two decades (Table 11). The retail diswribution of
alcoholic beverages, especially through public houses, provides
more employment than the production of alcoholic drink.
Additional employment is, of course, provided in the seciors
supplying raw materials and other inputs to the drink industry.
The most important domestic input is barley grown by Irish
farmers under contract wo brewers and distillers. This is of
cansiderable significance in some regions ol the country.

In assessing the economic imporiance of the alcoholic
beverages indusiry 1o the economy what mauers is not so much
how many people or other resources are currently dependent
on the industry for employment, but rather how specific to the
industry these resources are. While it is obvious that much of
the labour force, plant and equipment, and other resources
curenldy dependent on the industry in Ireland are fairly
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Table 10: Excise tax receipts from beer, spirits and wines as a percentage of (a) Total
net receipts of exchequer and (b) Total taxes on copital, income and
wealth. 1950-78.

Year Al alcoholic

ending Beer Spirits Wine beuerages
March 31
{a) {b) (a) 313 {a) tb) (a} [{53]

1950 7.7 5.88 9.79 745 73 .56 17.41 13.56
1951 n 583 10.32 7-19 1 -53 18.74 14415
1952 7.68 5.84 9.37 712 70 .58 12.15 1549
1953 10.06 7-78 7-45 5.78 49 .37 17.99 13.8%
1954 1005 7.56 8.57 6.38 53 40 19.24 14-34
1G55 941 .00 8.30 6.55 54 40 18.26 14.90
1956 9.2 6.89 8.417 6,28 5% -39 18,14 19.5%
tg47 8.66 6.44 7.46 5.55 50 47 16.62 12.46
1958 8.83 6.52 6.74 4.98 44 .83 16.02 1182
19549 8.56 695 7.06 5.6 45 .48 16.07 11.74
1960 R.65 6.40 1.0% 5.90 34 .37 16,12 11.94
1961 8.26 b.oo 715 5.20 44 42 1585 151
rgbe 8.02 5.836 1.81 5.91 45 .33 16.27 11.89
1963 8.37 .21 6.94 5.5 .40 .29 1571 11,86
1964 7.84 5.79 7.07 5.22 3y .29 15.80 11.29
gl 7.50 5.85 6.51 5.08 46 .28 14.40 1.2
bt 1-5% 518 6.53 oo 44 44 14.51 1.z
1967 .25 6.35 6.34 4.84 .47 21 1494 11452
1968 8.7 b.31 591 4-57 36 28 [ SRS 1ab
196g .50 6.53 6.20 4.37 42 3 15,19 by
1970 045 7-34 b.55 5.09 45 45 1648 17,79
197 LR .59 b.07 4-75 44 4 14493 .68
1972 K.y 6.41 5.96 4.64 .38 .gu 14.57 11,45
1973 7.68 5.06 5.93 4.50 .39 .30 14.0'0 10.87
1974 7.%0 5.69 6.11 .83 306 .29 15.69 1081
1974 7.6 4.26 5.81 g.2¢ .47 .21 14.87 J.68

{g months)
Year ending Dre 34

1975 734 5463 541 115 -38 29 13.12 .07
1976 7.40 5.17 5.08 3.9 36 28 12.88 9.47
1077 6.79 532 4.7 %75 44 27 11.8¢ 9.32
1978° 573 198 4.46 3.79 29 .25 10.33 9.0%
*Estimaie

Notes: (a) Relates 10 total net receipts of exchequer as shown in Annual Reports of
Revenue Commissioners.

(b) Relates to total taxes on capita), income, wealth and expenditure including

social insurance contributions and rates as shown in National Income and

Expenditure.
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Table 11: Employment in production and retail distribution of
alcoholic beverages, Ireland, 1951-71

Manufacturing alcoholic  Retail sale of alcoholic Total as
beverages' beverages per cent
Public  Groceryand Tolal  of total
house  public house Employment
combined
(Thousands)
1951 7.0 14.4 4.5 25.9 2.1
161 6.4 10.9 6.2 28.5 2.2
1971 5.97 12.0 3.2 21.1 2.1

' Malting, brewing, distilling
? Census’ of Industrial Produciion data, average of 1970 and 1971 October
figures (1971 Census of Population aggregated entire "beverages’’ group).

Source: Census of Population. Industries Volume
Irish Statistical Bulletin, for 1971 Manufacturing Employment.

specific to the industry and would only be redeployed in other
seciors al a considerable cost, Ireland does not share with, for
example, the wine producing regions of Europe a high regional
dependence on producing alcohol from agricultural inputs
grown on land that has very low productivity in alternative uses,
but our endemic high unemployment rate lends force to the
argument that it would be difficult to replace the jobs lost in
any major contraction of the alcohol wrade.

A final measure of the importance of alcohol in the Irish
economy is provided by considering the proportion of total
exports accounted for by alcoholic beverages. In the early years
of the independence of this state alcoholic beverages accounted
for a very large proportion of non-agricultural exports. In 1928
out of a total export trade of £45 million just over £4 million
was due to exports of ‘‘ale, beer, porter and spirits”, and other
non-agricultural items only amounted to £5 million
{Commission on Emigration, 1948/54, Table g6). The data in
Table 12 show how radically this sivuation had changed by the
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Table 12: Irish Trade in Alcoholic Beverages (1961-78)

Total
Beer Spirits Wine alcoholic beverages
Imports of alcoholic  Exports of ulcoholic
Imports  Exports  Imports  Exports  [Imports  Exports  Imports  Exports beuerages us bruerages ay
£m. £m. £m. £m. £m. L. Lm. £m pereentof per cent of
total merchandise  totul merchandise
impiorls exports
1961 0.3 6.9 1.2 0.4 0.8 0.02 2.3 7.32 0.88 4.1
1962 0.4 6.7 1.4 0.5 0.9 .02 2.7 7.22 0.99 4.1
19635 0.6 6.9 1.6 0.5 0.9 0.02 3.1 7.472 1.01 3.8
1964 0.6 6.9 1.5 0.5 1. 0.02 3.2 7.52 0.92 5.4
19065 0.5 7.0 1.8 0.6 1.2 0.03 3.5 7.63 0.04 3.4
1564 0.6 75 1.5 0.b 1.0 0.08 8.1 8.3 0.83 3.3
1967 0.5 7.9 1.5 0.7 1.2 0.02 3.2 8.62 0.8z 3.0
1968 0.4 8.2 2.0 1.0 1.5 0.02 3.9 Q.22 0.79 2.8
1969 0.4 8.0 2.9 1.0 1.6 0.02 4.2 g.0%2 0.71 2.4
1970 0.4 8.4 7.4 1.4 1.8 0.04 4.6 9.84 0.68 2.1
1971 0.4 9.6 2.5 1.6 1.8 0.03 4.7 11.25 0.62 2.1
1972 0.b 10.2 3.8 1.9 2.4 0.03 6.8 12.13 0.8 1.9
1973 o.6 11.0 51 3.1 4-4 0.08 10.1 14.18 0.8¢g 1.6
1974 0.7 10.5 55 3.5 3.8 o.06 10.0 14.06 0.62 1.2
1975 0.6 14.2 6.7 3.8 4.6 0.04 1.9 18.04 0.70 1.8
1976 0.7 14.9 8.0 5.9 6.1 0.03 14.8 20.83 0.63 1.1
1977 0.9 15.1 9.0 9.6 77 0.05 17.6 24.75 0.57 1.0
1978 1.0 16.0 15.5 171 9.7 0.02 24.2 88.1%2 0.65 LI

Souree: [rish Trade Statistics



196os and how this trend continued during the 1970s. The
value of exports of alcoholic beverages grew four-fold between
1961 and 1978, but total exports grew more than ten-fold, so
that the share of alcoholic beverages in total exports declined
from four per cent in 1961 10 one per cent in 1978. More
detailed examinadion of the trade stauistics reveals that exports
of spirits have grown from a very small base in 1961 10 the point
where they accounted for more than half of towal exports of
alcoholic beverages in 1978. Uniil 1977 we ran a net deficit in
our trade tn spirits, but Irish whiskey sales abroad now account
for almost half of 1o1al sales of Irish whiskey, and the distiliers
look to overseas markets for much of their future growth. Beer
exports, on the other hand, have consistently made a sizeable
net contribution to foreign exchange earnings.

in summary, then, the relative importance of the aleoholic
beverages indusiey in the Irish economy has been declining by
all the measures considered here — contribution 10 tax
revenues, employment, and foreign exchange earnings.
Nevertheless, the exchequer remains very heavily dependent on
the excise taxation of alcohol as a source of revenue, exports of
spirits have grown rapidly in recent years, and beer remains an
important source of net foreign exchange earnings.
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Section 6

Assessing the Economic Costs of Alcohol Abuse and their Relevance to
Control Policies

Cost-benefit studies are properly undertaken by economists
to evaluate and compare alternative uses of scarce resources —
the most obvious example being a comparison between several
proposed road construction projects in order to decide which
should be undertaken first. There is no comparable basis on
which a cost-benefit evaluation of alcohol could be conducted.
Despite this, there is a tradition of atternpting to place a money
tigure on the economic costs of alcohol abuse (see Berry and
Boland, 1977).

This type of calculation is nota simple matter and may not be
very meaningful. There is no general agreement as to what
should be included among the costs of alcohol abuse, and the
imputation of money figures for most of the items w be
included involves a high degree of subjective guess work. The
problems encountered in this area are particularly severe in
Ireland because there have been no dewailed studies of
individual aspects of the effects of excessive drinking. In other
countries, these topics have received much more attention, but
an examination of the methods used reveals to my mind a
tendency to attribute 1o drinking a causal role in many areas
where it may be no more than a symptom of a deeper problem.
To give an example, the mere fact that a high percentage of
cases of assault involve people who have been drinking does not
necessarily imply that all these incidents would be averted if the
people in question did not drink.

In this section, some of the methodological issues involved in
measuring the economic costs of alcohol abuse are briefly
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discussed. Appendix A contains some very tentative
calculations for Ireland based on the principles discussed here.
These estimates of the economic costs of alcoholic abuse are
related to the revenue received from taxes on drink, and the
balance between costs and tax receipts discussed.

The {irst point 1o bear in mind in any attempt to measure the
economic costs of excessive drinking is that the concept most
relevant 1o social policy is the cost imposed on others by heavy
drinkers. There seems 1o be litle point in including any
allowance for the costs that are borne by the drinker himself in
the form of decreased earnings, increased pain and illness, and
perhaps premature death. As Mishan {1972, p. 164) explains in
another context:

i smoking 1obacco causes 20,000 deaths a year, no subtracting
Irom the benefits, on account of this risk, need be entered in a
cost-benefit analysis of the tobacco industry in as much as
smokers are already aware that the tabacco habit is

unhealthy . . . the economist has no choice but 10 assume that
they consider themselves beuer off despite the risks.

One ground for rejecting this argument would be the
“addicuve” nature of alcohol, which implies that afier a certain
stage the drinker can no longer be considered to choose freely
10 go on drinking. To the extent that a person can arrive at this
stage unwittingly, conventional economic analysis of consumer
behaviour, with its assumption of rational choice each time a
consumption decision is made, is irrelevant. But whether it is
useful 1o view alcohol as an addictive in the sense that once a
certain threshold is passed the individual no longer retains any
control over decisions about future levels of drinking is
debatable, and it certainly can be argued that few drinkers
remain unaware of the risks of becoming *‘addicted” through
persistent heavy drinking.

Another agrument against Mishan's view is based on a
rejection of his (and most economists’) implicit assumption
that individuals are fully informed about the consequences of
their consumption patterns and really are capable of making
informed decisions leading to a utility rhaximising pattern of
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consumption. A more sceptical view of the knowledge available
to consumers, and a less optimistic view of the wisdom of their
behaviour, is widespread among non-economists and accounts
for the very widespread use of subsidies to encourage
consumption of “merit’’ goods (e.g., education) and taxes to
discourage ‘‘demerit’”’ goods (e.g., alcohol). While
acknowledging the wide acceptance of this argument, it is
implicitly rejected in the approach to evaluating the economic
costs of alcohol abuse taken in the present study.

There is an obvious analogy with suicide in some drinking
patterns. The excess mortality associated with heavy drinking
has been documented by Sundby (1967} and Adelsiein and
White (1g76), among others. It is particularly interesting 10
note the importance of the high rate of suicide among heavy
drinkers. While to some extent this may reflect the misery
induced by addiction 1o alcohol, it might also indicate that
heavy drinking is a form of suicide. More generally, we all know
that we could prolong life by rigorous adherence to strict rules
of diet, exercise and other habits, but we make some sort of
implicit calculation as to how much extra longevity we are
willing 10 secure in this manner, and more or less consciousty
decide to sacrifice the additional years of life that could be
attained by a more austere lifestyle or additional expenditure
on health. It is also relevant to note that exposing life to
avoidable risks may be enjoyable to some, especially younger
people. As Fromm (1968) argues this is shown by observing
human behaviour in such activities as racing fast cars. On
balance, then, it seems that we should accept Mishan's line of
reasoning, and enter no debit to the alcohol industry simply
because some heavy drinkers die younger.

Another major problem in evaluating the cosis of heavy
drinking is the question of evaluating the pain and suffering to
others caused by a heavy drinker’s behaviour, including
perhaps his premature death. Undoubtedly, this is enormous
and, in commonsense terms, constitutes perhaps the main cost
of alcohol abuse. But there is no agreed methodology by which
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this can be converted into a money equivalent. Hypothetical
amounts, such as the sum that others would be willing 10 pay to
avert the problem, could be discussed, but there is no
possibility of actually measuring these. In an analogous area,
the evaluation of the costs of road traffic accidents, it is
customary to omit any imputation for the pain and suffering
caused 1o others by an accident victim’s death. There seems 1o
be no choice but to adopt the same approach in respect of
alcohol abuse. This may strike some as omitting the most
important damage done by heavy drinking from our
calculations, but it underlines the limitations of an economic
approach in this area. The traditional *“temperance’ attitude 1o
heavy drinking was (o condemn it on moral grounds rather
than o attempt 10 demonstrate the damage it inflicted on the
economy, and the points raised here suggest that the more
recent emphasis on the economic repercussions of heavy
drinking has a limited relevance.

The cuiput that an alcoholic might have produced had he
lived longer is not a cost to society unless (which is unlikely) the
alcoholic was being paid less than the value of his contribution
to national income. The usual assumption is that he would have
been paid the value of the output he produced, so the rest of
society neither gains nor loses if he does not produce this
output and receive this income. Moreover, in an economy
which has a high unemployment rate and a rapidly growing
labour force, a worker who dies prematurely can generally be
easily replaced unless he has skills that are not readily available.
To take an extreme example that may not be wholly without
relevance in the Irish context: an alcoholic bachelor who lives
alone on a small farm and dies prematurely (from pneumonia,
for example) because of a combination of heavy drinking and
neglect of his health can hardly be said 10 impose economic
costs on society. However tragic his life and death are, no one
other than himself is economically worse off because of his
death. It would be fallacious, in my view, to treat as a cost of
alcohol abuse the present value of the output he might have
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produced had he lived longer. In fact, there may even be an
economic gain 1o others in the freeing of land he no longer
mismanages. Similarly, if he were killed by running his own car
into a lamp post, no coust is imposed on society.

The items that should be included in a list of the economic
costs of alcohol abuse 1o society are the damage done 1o others
through motor vehicle and other accidents caused by drinking;
some measure of the effect of alcoholism on costs of
production, the cosi of state-financed health care facilities used
to treat alcoholism or illness caused by heavy drinking,
resources {police, social workers etc.) used to cope with the
problems created by heavy drinking, and finally transfer
payments (pensions, unemployment benefits etc.) paid to
drinkers or their dependents because of absence from work or
death caused by drinking. The first four items are resource costs
of alcohol abuse, the last itern is a transfer payment which could
be regarded as a subsidy to the drinker from the rest of society,
but does not tower the overall level of national production.*
The state has 1o raise revenue 1o meet some of the resource costs
(such as the health care costs) and the transfer payments but
some of them (such as damage caused by accidents) are borne
by non-drinkers or moderate drinkers in the form of higher
insurance premiums.®

Much of the basic information that is required to arrive at
reliable estimates of these costs is simply unavailable for
Ireland. Only by making assumptions based on shreds of
evidence and figures that have been used in other countries can
any progress towards an estimate be made. This is done, item
by item, in Appendix A, using figures for 1976 because this is
the latest year for which national income accounts are available
at the time of wriung.

* Taxes imposed o finance transfer payments have a resource cost to the extent that
they cause market distortions.
* An interesting development in this context is the recent announcement by the largest

Irish car insurance company of a discount {in the lorm of immediate entitlement to

the first year's no claims bonus) for non-drinkers. This should be welcomed as a

rough attempt to make the drinking driver bear more of the cost of the increased risk
of accidents associated with drinking.
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The results of this tentative exercise suggest a figure in the
region of £68 million as the 1976 cost to the exchequer of
health care and social service expenditure, unemployment
benefits, pensions etc., and loss of tax revenue due to alcohol
abuse. This must be viewed against the tax revenue contributed
by drinkers. In 1976, the yield of excise taxation of alcohol in
Ireland rtotalled £158 million®, in addition to which value
added taxation {VAT) of the sale of alcohol brought in £34
million, and excise licences for selling liquor a further £o.1
million. Thus the otal wx yield associated with alcohol was
£1g9¢2 million. But it would be fallacious to attribute all this tax
yvield to alcohol in as much as a switch of consumer outlays
from alcohol 10 other items would not result in a net tax loss of
£192 million - most of the items whose consumption would rise
are also subject to VAT and excise taxation. A net loss 1o the
exchequer would occur only because alcohol is an
exceptionally heavily taxed item and any reduction in
expenditure on it will involve a switch to less heavily taxed items
(unless all the expenditure were diverted to tobacco or petrol -
items with an even higher rate of excise taxation). As a simple
way of approximating how much indirect tax would be
recouped by the exchequer if consumers diverted all their
present outlay on alcohol to other items, 1 have assumed that
this diverted expenditure would be subject 10 a tax rate equal to
that in effect on non-alcoholic expendiwure as a whole in 1976.
Thus the increased expenditure on non-alcohol would yicld
£73 million in excise tax and VAT, compared with the £192
million received from alcohol. This allows us to conclude that
the “nel” tax yield of the expenditure on alcohol is £119
million. This is a measure of the extent to which the tax on
alcohol is exceptional by comparison with that on other items

of expenditure.
A further consideration needs to be mentioned, even if we

can do little to quantify it. If drinkers were persuaded to switch

Y Excise mix receipts are non “eavnuoked” for any specific ase o Ireland, bue form pan
of general Governmiemt revenue. They thus help finance curvenmt Government
expenditure,

35




a significant amount of their expenditure from alcohol 1o other
items of consumption, the gain in terms of the reduciion in
alcohol-retated problems might be parually offset by some
increase in other public health problems. This would be most
obvious il the switch were into wobacco producs, bu
econometric studies suggest a low marginal expenditure
elasticity for this commodity (McCarthy, 1977). However,
increased expenditure on motor vehicles and travel {which have
high marginal expendiwure elasticities) would lead 10 an
increase in road accidents. Thus we must bear in mind that
although a substantial reduction in alcohol consumption
would undoubtedly reduce the level ol alcohol-relaied
problems, some of this gain might be offset by a rise in other
probiems due to the increased amount of money available for
other items of expenditure.

Taking a summary view (ignoring the considerations just
discussed), we could very tentatively say that the cost o the
exchequer of aicohol abuse in Iréland in 1976 was in the region
of £60 million, compared with a ‘‘net’” tax yield of £119
million. I think the margin by which the net wax yield exceeds
the estimated cost is sufficiently large to allow us to conclude
that alcohol consumption considered from the aggregrate
viewpoint does not impose a net cost on the state.” Drinkersare
so exceptionally heavily taxed that they more than pay for any
costs their drinking imposes on other taxpayers.

The implications of this analysis must be interpreted
carefully. The findings suggest that in the aggregate the Irish
drinker more than “pays his way"”, but this should not lead us
to ignore the likelihood that individual heavy drinkers impose
substantial net costs on society. We all stand o gain
enormously, in hard cash as well as in a wider sense, if the
damage inflicted on society by excessive drinkers is averted. The
main obstacle in the way of reaping this potential gain is the fact

' It would be wroni;o‘fo as [ar as the nineteenth century British MP who asserted that
r

the habitual drun was “‘the Sheet Anchor of the British Constitution’” because of
the arnount he paid in taxes {Harrison, 1971, p. 347)!
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that many of the measures that have been proposed to achieve
this goal, such as conwrols on availability of alcohol and higher
excise taxation, affect all drinkers and not only the minority
who account for the bulk of the damage caused by alcohol
abuse. A question has 10 be raised as to the fairness and
political feasibility of interfering with the liberty of a large
group in society in the hope of modifying the behaviour of a
minority within that group. An analogy could be drawn with
motor vehicle insurance, where the premia are set to cover the
aggregate cost of the claims plus the insurance companies’
profit margin. If these premia were so high that they covered
that cost of claims wwice over, motorists would strongly resist
any increases which were based on the belief that higher premia
would discourage driving in general and thereby bring down
the accident rate among a minority of reckless drivers.
Although originally simply a revenue raising measure, the high
excise taxes on alcohol could be viewed as a premium paid by
drinkers in general o offset the costs imposed on society by
excessive drinking, and since I estimaie that this premium is
more than adequate to cover these costs in Ireland, one can
understand the reluctance of politicians to espouse higher rates
of taxation as a means of controlling the adverse side-elTects of
alcohol consumption. Moderate drinkers might argue that
penalties should be borne by the bad risks {that is, the heavy
drinkers) rather than by the moderate drinker almost as much
as the real offender. Unforwunately, there is no readily apparent
way in which excise 1axes could be restructured 10 meet this
objection.

These issues are important because expert opinion appears
to be moving away from the view, which gained ground during
the 1g6os, that alcoholism is a disease amenable to medical
treatment, towards the beliel that alcohol-related problems
should be seen in a wider social context and that the best hope
of curbing these problems lies in measures that reduce the
availability of drink and moderate the overall level of drinking
in society {see Bruun et al., 1975; Robinson, 1977; Kendall,
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1979). This emerging emphasis on social control as the most
promising approach to the problem of alcohol abuse raises the
important question whether the state is jusiified in interfering
with the liberty of the public o the extent that would be
necessary 1o achieve a general reduction in the level of alcohol
consumption. An aflirmative answer to this question is only
warranted if it can be shown that this approach would achieve a
major reduction in the social costs of alcohol abuse.
Unfortunately, relatively little is known about the effectiveness

in reducing average consumption of many of the widely
proposed measures, such as curbs on advertising, higher excise

taxation, and stricter controls on availability. Moreover, it is
not certain that the drinkers who would be discouraged by such

measures (as distinct from total prohibition or the emergency
conditions imposed during war time) are those who account for

a significant proportion of the social problems of alcohol
abuse. These issues are returned Lo in Section 8, below.
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Secuon 7

The Trend of Alcohol Prices and Taxation

The price of alcoholic beverages is obviously of great
importance in any discussion of policy towards alcohol. The
Irish situation is exceptional because of the very heavy burden
of excise taxation borne by beer and spirits. It is not easy (o
make international price comparisons of a bundle of
commodities such as alcoholic beverages relative to the general
price level. However, the most authoritative study of
international price levels (Kravis et al., 1978) shows that beer,
wine, and spirits are very expensive in the United Kingdom
compared with other EEC countries or the United States.® Imas
far as the relative price of alcohol in Ireland appears to be
slightly higher than that in the United Kingdom, it may safely
be concluded that alcohol is relatively a very expensive item in
this country.

It is much easier to make comparisons of the trend in the real
price of alcoholic drink within Ireland over time than to
present international price comparisons. Table 13 and Chart ¢
show the wrend in the “alcoholic drink” component of the
Consumer Price Index relative to the total consumer price
index since 1961. The real price of alcoholic drink rose quite
significantly between 1961 and 1969, but declined between
1970 and 1974. The fluctuations in this price since 1970
* See Kravis ¢t af Appendix Table 4.3, taking the ratio of a country’s purchasing power

parity for alcoholic.beverages 1o its overall purchasing power parity as a measure of

the relative price of the beverage. “*Purchasing power parity” is the number of units
of one currency needed 1o buy goods equivalent to what can be bought with one unit
of another currency. [f, for example, $1 will buy a bottle of beer in the United States

and the same botile cost £0.50 in Ireland, the US/Irish beer purchasing power parity
is 1.
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Table 13: Real price of alcoholic beverages, 196180

(Annual average 1970 = 100)

Alcoholic drink Beer Spirils
(1) (2) (1)

1961 82.4 75.6 941
1962 89.5 81.5 99.0
1963 90.2 82.6 gg.1
1964 g2.1 85.4 8.2
1965 g92.4 86.3 98.3
1966 95.2 8g.2 102.5
1967 96.9 92.0 1083.2
1968 06.2 93-9 100.8
1969 100.4 101.8 102.7
1970 100.0 100.0 100.0
1971 99.1 99-5 99.1
1972 94.3 93-1 93.2
1973 g1.0 86.9 00.6
1974 85.5 78.3 80.9
1975 89.6 89.3 88.0
1976 97.6 1034 89.7.
1977 91.3 97-8 85.2
1978 go.2 97-7 83.7
1979 90.5 95.0 86.0
1980
{first two quarters) 9%.5 93.0 90.0

Notes: Series (1) is the index of alcoholic drink in the Consumer Price Index
divided by the all items index.. Prior 10 1968 the implicit deflators of
expenditure on GNP were used.

Series {2} and (3) are based on indices of the retail price of a

stout and a glass of whiskey in the Dublin area, divided Ey the
Consumer Price Index. These are not official price indices, but they
give a reliable indication of the wrend in beer and spirits prices over the

years.
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illustrate the effect of inflation on the tax component in the
price, and the sudden adjustment of the tax in the Budgets of

1975, 1979 and 1g80.

Table 13 also contains an approximate index of beer and
spirits prices, which illustrates the tendency for beer to become
expensive relative to spirits over the period since 1961. This
change in relative prices is frequently mentioned as a reason for
the more rapid growth of spirits consumption, although it has
proved difficult to support this through econometric studies,
which seem to suggest that the two beverages are, if anything,
complementary rather than substitutes {Kennedy et al. 1978). It
may be seen that the tax increases introduced in the 1980
Budget restored the relative prices of the two beverages to their
1970 levels.

The prices displayed in Table 13 reflect the costs of
producing and selling alcoholic beverages as well as the
taxation levied on them. From a policy viewpoint interest lies
mainly in the tax element. The excise on beer is levied as so
many £ per standard barrel (that is, 36 Imperial gallons of worts
at a specific gravity of 10559, and on spirits as so many £ per
proof gallon spirits (that is, an Imperial gallon which at 51°
Farenheit weighs 12/1gth of an equal measure of distilled water
at the same temperature). In Table 14 and Chart g the level of
these excise taxes over the period 1950-80 is shown in current
and in constant (1968) prices. These series are accurate
measures of the excise tax borne by beer and spirits, although
changes in the alcoholic strength of the final product should
also be taken into account.® In 1961 a standard barrel of Irish-
produced beer was made into-1.18 barrels of the final product,
but by 1976 the same standard barrel would have yielded 1.38
barrels of the weaker beer being sold then. The average specific
gravity of beer retained for consumption in Ireland declined
from 1042.1° to 1039.8° over the period, and apparently a
similar reduction occurred in the alcoholic strength of spirits.

* There is no requirement that alcoholic beverages sold in Ireland display inlormation
on alcoholic content.
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Table 14: Excise duty on beer and spirits in current and constant prices, :950-6;0.

Curreni prices Constanl (1 968) prices
Brer Spirits Beer : Spirils
£/Standard £/Proof £/8tandard £/Proof

Barrel Gallon Barrel Callon
1950/51 5.60 6.85 11.36 18.17
1951/52 5.60 6.85 10.48 12.76
1g52/53 g.65 B.40 16.53 14.40
1058/ 54 9.65 B.40 15.71 13.67
1954755 9615 840 15.64 13.64
1955/56 g.625 8.40 15.97 13.33
1956/57 g9.625 8.40 14.61 12.76
‘1o51/58 10,275 S.40 14.96 12.99
1958/59 10.275 840 14-54 11,73
1959/60 10,775 8.40 14.84 11,78
1960/61 10.275 8.40 14.29 11.68
1961/62 10.275 9.56 18.89 12.9¢
1963/63 11.825 9.56 15.35 12.41
1963/64 1825 9.56 14.96 12.10
1964/65 13.8%5 10.295 15.84 1.43
1965/66 14.85 11.775 16.78 18.81
1966/63 17.97 11.775 19.78% 12.98
1967/68 19.885 1.775 20,57 19.58
1968/69 27.81 12.515 23.18 19.7%
1969/70 27.09 18.985 15.68 15.2%
1970/71 27.09 14.07 13.68 1¢2.26
199 /3e 2g.167 15.885 28.40 17.534
1972/7% 29.167 15.385 .54 11.36
1973774 31913 17990 21.16 11.93
1974
tg mombhs) 31.918 17.990 18.09 10.70
1975 52.047 r2.27¢ 19.7¢ 10.45
1976 60.595 26.0376 24.08 10.35
1977 60.5g95 16.0376 21.19 g.11
1978 60.595 26.0576 19.69 B.46
1979 67.976 91.0246 19.50 8.90
1980° go.1g 44.33 21.9 10.8

*Constant price figures assume 18 per cent increase in Consumer Price Index
during 1g80.

Sources: Annual Reports of Revenue Commissioners.
Finance Acts.
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Chart 3. Excise Duty on Beer (standard level) and Spirits (proof gallon} in 1968 Prices
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Manufacturers are given an incentive to reduce the strength of
alcoholic beverages by the fact that the excise tax is levied on
the standard barrel or proof gallon, regardless of the volume of
the final product obtained from these measures, but changing
consumer preferences have been important as a reason for the
reduced average strength of the beer and spirits being sold
today. The consumption of vodka has risen rapidly, and thisin
particular has reduced the strength of the spirits group as a
whole.

The most striking feature of the wrend in the tax element in
both beer and spirits is that the real {or constant price) tax on
beer in 1979 was no higher than it was in 1967, while that on
spirits was 22 per cent below its 1961 level. It is very evident
from these tables that the Government’s ability or willingness
to maintain the real tax rate on drink declined during the
period of accelerated inflation starting in the early 1970s. This
is perhaps inevitable in view of the political unpopularity of an-
nual budget excise tax increases large enough to offset a rapid
rate of inflation, as well as the way excise tax increases are
themselves reflected in subsequent consumer price increases.
The tax increases on beer and spirits announced in 1976 and
1980, were widely seen as austerity measures, but the figures in
Table 14 show that they merely restored the level.of real taxa-
tion that prevailed in the early 1g70s.

Another striking aspect of the development of drink taxation
since 1961 ts the very significant increase in the tax on beer
relative to that on spirits. In 1961, the tax on a proof gallon
spirits was 85 per cent of that on a standard barrel of beer, but
in 1978 it had fallen to 44 per cent. Total tax revenue obtained
from spirits in the early 1960s was a little iess than that obtained
from beer, but by 1976 beer was contributing almost 50 per
cent more to the exchequer than spirits, despite the more rapid
growth in spirits’ consumption. On the other hand, if the excise
tax on beer, spirits and wine is regarded as a tax on the
alcoholic content of these beverages, it can be calculated that
spirits are more heavily taxed than beer:
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Excise tax per litre of alcohol content

£
1980 1961 1961 at 1980 prices.
Spirits 17.1 5.36 18.8
Beer 11.5 1.80 7.3
Wine* g.5 1.86 7.6

*Assuming 11.5 per cent alcohol by volume

The alcohol in spirits is more heavily taxed than that in beer
or wine in all EEC countries (Sulkunen, 1978, Table g). This
may be the result of a belief that strong drinks are more
harmful than beer or wine — a point of view for which there is
some evidence (Brown, 1978). It is more likely, however, that
the high rate of tax .on spirits is due to the desire to obtain a
high revenue yield and a reluctance 10 tax beer 0o heavily in
view of its importance in the working man’s budget. The
differential between beer and spirits excise taxes has narrowed
appreciably since 1961, but recent budget changes have
reversed this trend.
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Section 8

Reflections on Control Policy Options

The rapid increase in alcohol consumption of the past two
decades gives grounds for apprehension about the future scale
ol alcohol abuse problems. We have already mentioned the
growing support for the view that the most promising approach
to the problem of excessive drinking in a society is to try to
reduce the overall level of alcohol consumption. Among the
measures frequently proposed to achieve this goal are increased
excise waxation of alcohol, stricter curbs on advertsing of -
alcoholic beverages, and campaigns to educate the public
about the dangers of heavy drinking. In the present section
some thoughts on the possible effectiveness of these approaches
in Ireland are presented against the background of the
information in the previous sections.

8.1: Price as a Control Mechanism

It was seen in Section 7 that drink is relatively expensive in
Ireland, in the sense that a larger amount of other commaodities
must be forgone in order to purchase a given quantity of beer
or spirits than is the case in other countries for which data are
available. This is largely due to the heavy excise taxation of
drink in Ireland. It was also seen that up to the 1980 Budget the
burden on excise taxation on spirits and wine has not tended to
keep pace with inflation, but that on beer has risen
considerably in real terms since 1961.

When consumers respond to an increase in a commodity’s
price by a less than proportionate fall in the amount consumed,
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economists say that the demand for the commodity is price
inelastic. (In Appendix C some of the basic relationships
between price, quantity, and expenditure are summarised.) All
the available evidence {see Appendix B) suggest that the price
elasticity of demand for alcoholic beverages in Ireland is low.
This reflects the fact that drinkers are not easily persuaded by
price rises to reduce their cosumption — whatever needs are
being satisfied by drinking are not readily met by other means.
The evidence also suggests that the Irish allocate a substantial
amount of any increase in their incomes to buying drink (see
Appendix B). The result of this low price elasticity and high
income elasticity is that although our per capita consumption is
still modest by international standards (see Table 2] itis high by
comparison with what might be expected in view of the fairly
low average income in Ireland and the high relative price of
alcoholic beverages.'?

What results could be expected from a policy of increasing
excise taxes on drink so as to maintain a steady rate of increase
in its price relative to the general cost of living, as is advocated
by some who wish to curb the growth in alcohol consumption?
Using estimates of price and income elasticities discussed in
Appendix B, Table 15 presents the results of an exercise in
simulating demand under a number of assumptions about
prices and incomes.

Assuming a price elasticity of — 0.4 and income elasticity of
1.2, the growth of per capita consumption under two
assumptions about the behaviour of prices and incomes is
iltustrated. The first assumption is that the real price of drink

' This conclusion is supported by the results presented in Kravis of al.. where real
quantities per capita are regressed on relative prices and real income in the 16
cauntries included in the study. (%uilc high and swatistically significant income
clasticities and negative but insigniticant price clasticities were: oi(aincd for both
beer and spirits {see Table 6.4). [n the light of this finding it is hard to explain in
conventional econumic terms why Irish per ¢apita consumption of alcohol should be
ahout equal to that in the UK, where real income is about 50 per cent higher than in
Ireland. The high consumption of drink in Ircland appears 1o be an exception to the
general tenor o% the analysis in Kravis ef al. that dillerences in consumption patterns
between countries can be accounted for by dilferences in prices 2nd income withou
recourse to social or cultural explanations.
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Table 15:  [Hustrations of likely growth in drink consumption and expenditure over a five-year period

Annual average growth rate of real income

7 percent 5 per cent
Real price Real price Real price Real price
of drink of drink of drink of drink
static rising by static rising by
5 percent p.a. 5 percent p.a.
& S .
© Inival Year Consumption 100 100 100 100
Consumption Year 5 119 108 18% 122
‘Inttial Real Expenditure 100 100 100 100
Real expenditure
in year 5 119 188 184 156
Assumptions: Price elasticity = - 0.4

Income elasticity = 1.2
Both elasticities constant over the range of income and prices considered.




remains at its present level, which is also close to its average
level during the 1g970s. Alternatively, the real price is assumed
to grow at five per cent annually. Real per capita income is
assumed 1o grow at three per cent annually (close to the
historical trend growth rate) or five per cent.

Combining this range of assumptions we see that drink
consumption per person grows by a minimum of eight per cent
or a maximum of 33 per cent over a five-year period.
Examination of the results reveals very clearly that slowing
down the growth of the economy from five to three per cent
would have a greater impact on consumption than would
increasing the real price by 28 per cent over a five-year period.
The slower growth in income results in a level of consumption
about 14 per cent lower than it would otherwise be, whereas the
increase in the real price only causes consumption to be 11 per
cent below what it would be if the price remained stable.

Unfortunately, the modest curb on consumption that results
from a major rise in the real price of drink is accompanied by a
substantial increase in real expenditure on drink. In all four
cases the amount spent on drink rises more rapidly than
income, but this discrepancy is most pronounced when the real
price ol drink rises, causing the growth rate of expenditure on
drink to be almost double that of real income. Increasing drink
prices at this rate would also add about three per cent to the
cost of living.

In as much as some of the problems associated with heavy
drinking in Ireland arise from excessive expenditure on drink —
leaving too little for other purposes — I would be slow to
conclude that a policy of long-term increases in the real price of
drink would be socially desirable. Before judging this issue one
would like to know more about which drinkers are deterred by
price increases. We have no direct information on this, but the
econometric evidence discussed in Appendix B shows that the
lowest price elasticity is associated with beer (and within the
beer group with stout, traditionally the working man’s drink),
while spirits appear to be more price sensitive. If this is the case,
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increases in the price of spirits would have a greater deterrent
effect on consumption, and run less risk of pushing up the
proportion of income devoted to buying drink, than similar
increases in beer prices. But reliance on price increases as a
deterrent 10 heavy drinking is open to the general criticism that
perhaps only moderate drinkers are deterred by higher prices,
while heavy drinkers respond to higher prices by devoting more
of their income 1o maintain their drinking habits.

The only available official information patterns of
expenditure on drink comes from the results of the Household
Budget Inquiry. Although these results seriously understate
total expenditure on drink, they may provide useful
inlormation on variations in the pauern of expenditure by
social groups and income classes. From Table 16 it may be seen
that there is a fairly clear tendency for the proportion of total
expenditure devoted to alcohol among the lower social groups
to exceed that among the professional and salaried classes. This
is wholly due 1o high proportion of expenditure devoted to
beer among the “other non-manual”’, “'skilled manual”, and
“semi-skilled manual” workers. This “regressive” pattern of
expenditure is much less pronounced when the data for income
groups are studied, possibly because many ol the lowest income
houscholds consist of one (elderly) adult, and this type of
household tends to devote only a small proportion of total
expenditure to alcohol. These figures, although they must be
weated with caution, illustrate the intractable problems in the
way of designing an alcohol taxation policy that would penalise
heavy drinkers while avoiding undesirable effects on the
distribution of income.

Concern that the effects of price increases could lead 1o a rise
in the proportion of income devoted to drink could be allayed
by the consideration that if this occurred it would be reflected
in the growth of tax revenues from drink. This buoyancy in
excise tax receipts could, in theory at least, be earmarked for
offsetting any adverse effects of the higher expenditure on drink
through, for example, a programme of food subsidies or
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Table 16: Reported expenditure on alcoholic beverages as percentage of
total household expenditure (urban areas), rg77

Drink Total
Social group Beer Spirits Wine undefined alcohol
Professional 1.6 0.8 0.6 0.7 8.7
Salaried employees 2.8 0.7 0.8 0.9 4.7
Other non-manual 5.1 0.7 0.1 0.7 6.6
Skilled manual 5.6 0.7 0.1 0.5 6.9
Semi- and unskilled manual 6. 0.6 0.0 0.6 7-4
Other 3.5 0.4 0.2 a.5 4.4
All households 3.8 6.7 0.3 0.7 5.5
Gross weekly household income Total alcohol®

Under £20 2.7

£20-£29 4.9

f£30-£39 4.8

£40—£49 53

£50-£59 6.1

£60-69 4.9

£10-£79 5.2

£80-£89g 5.2

£90 - £99 4.7

£fio00-£119 5.7

£120-£149 5.7

f150-£179 5.2

£180+ 6.2

All Households 5.5

* Data for individual beverages not published.

Source: Household Budget Survey, Annual Urban Inquiry, Results for 1977

special interventions to help the families of heavy drinkers.
Subsidies on essentials financed. from the additional receipts
from taxes on drink could in theory be used to offset the
inflationary consequences of the higher taxes. In reality it

52




would prove very difficult 1o ensure that Ministers for Finance
at some future date would not succumb to the temptation to
use the money {or other pressing requirements.

The necessity for annual announcements of higher rates of
excise taxation, and the political obloquy they entail, could be
removed il the system of waxing alcoholic beverages were
changed 0 a VAT basis. A step in this direction has been taken
as far as tobacco is concerned. In 1978 the system of taxation on
tobacco was changed so that it is now partally an ad valorem ax.
A disadvantage of this change is the-requirement that about one
per cent of VAT receipts must be considered part of the EEC's
“own resources’.

In summary, then, there are major limitations on the scope
tor using the tax on drink as a conwrol mechanism in Ireland.
This tax is already very high, which is partly why the proportion
of income devoted 1o drink is higher in Ireland than anywhere
else in the world. Moreover, there is some tendency for the
poor to devote a higher proportion of their income to
purchasing drink than do other groups, and care would have (o
be 1aken to avoid exacerbating this pauern of expendiwure
through increased 1axation. Finally, it is hard to structure a
pricing policy so that it has its greatest effect on the heavy
drinkers who constitute the core of the prablem of alcohot
abuse. While it might be argued that some of these objections
could be met by a policy of raising the price of spirits and wine
relative to beer, it must be admitted that this is at best a crude
approach (o deating with the issues involved.

Ultimately, the greatest obstacle in the way of using excise
taxation as a means of moderating the growth of drinking is the
political unpopularity of increases in the cost of living due 10
higher taxes on beer and spirits. Successive governments have
shown concern at any {actor that contributes to the rate of
inflation and the National Prices Commission, for example,
subjects applications for higher drink prices by the producers
or retailers 1o detailed examination and tries-to minimise the
actual price rise. In the consultants’ siudy of the brewing
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industry published by the Commission in February 1979, the
main emphasis was on the scope of increased efficiency and cost
reduction in the industry, presumably in the hope that such
measures could provide grounds for price reductions. This
illustrates the conflict between policies that may seem desirable
from the public health viewpoint, such as increased excise
taxation of drink, and those that are pursued with the aim of
moderating the rate of inflation.”

Few countries have experimented with excise taxation on
drink as a means of controlling the spread of alcohol abuse. In
the United Kingdom, the taxes on drink were increased steeply
as part of a number of special measures during the First World
War. These measures certainly resulted in a sharp fall in the
amount of drink and in the level of alcohol-related problems.
In Finland, state policy is to keep the tax element in drink
high enough to maintain a fairly stable real price of alcohol.
The sharp increase in drinking and in alcohol-related problems
in the 1g970s is attributed to changes in availability. In Poland,
the real price of alcoholic beverages rose sharply during the
1960s and 1970s, but consumption has not moderated and
the problems of alcohol abuse increased. It is clear from
international experience with price as a control measure that
heavier taxation does not always lead to a fall in the problems
of excessive consumption.

8.2: Restrictions on Drink Advertising and Anti- Alcohol Abuse
Publicity

Drink advertising is an obvious target for those concerned
about problems created by the rising trend in alcohol
consumption. But before advocating restrictive measures on
such publicity in the hope of moderating the growth of

" [ fanuary 1976 the Covernment introduced a “'constant-lax price index" which is
not inlluenced by changes in indirect taxation occurring alier November 1975. The

purpose of this new index was to remove the eflect ol increases in taxes on drink,
1obacco ete, [rom the measure of inflation used in wage negotiations, but very linle
use seems o have beens made of i in this conrext,

54




consumption, the theoretical and empirical evidence relating to
the effect of advertising on consumption should be examined.

Unfortunately, the point of departure is a negative one.
Despite the vast outpouring of international research on the
topic, a great deal of uncertainty and ignorance auaches (o the
whole question of advertising. The author of the most
comprechensive available study on advertising prefaced his
book with the following warning:

Alier surveying the work of others and exiending it in various
directions, the study sull reaches negative conclusions: there is
barely a molehill of hard evidence behind the mouniain of
prose on the subject of advertising (Schmalensee, 1972, p. VIHIL

Two preliminary poinis must be kept in mind. In the first
place, most advertising is brand specific (e.g., “Drink Smith’s
Gin"’). Sales of an individual brand may be increased either
because its market share rises (peopie switch from Jones's to
Smith's gin) or because sales of the product increase (people
drink more gin). [ the latter is the case, it is possible that the
increase in the sales of the product is at the expense of a closely
related product (people may switch from vodka to gin, or even
lrom beer 1o gin}. Most evaluations of advertising campaigns
are not concerned with distinguishing bewween these possible
sources ol growth in sales, while many econometric swudies
concentraie on the effeas of a lirm’s advertising budget on its
markei share. Comparatively litde rescarch has been addressed
specifically 10 questions such as whether drink advertising
ineveases the overall consumption of alcoholic beverages.
Sccondly, lirms can advertise for reasons other than the desire
to increase sales. The goal of the firm 15 0 maximise its net
worth over its planning horizon. In pursuing this goal many
[actors must be taken into account in addition to sales volume,
among them costs, the structure of prices, the mix of brands
being sold, and the behaviour of competitor firms. Economists
have olien argued thac the main purpose of advertising certain
products (such as cigarettes, detergents, and alcoholic
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beverages) is to maintain the hold of a relatively small number
of firms (oligopolists)'? on the market, to avoid cut-throat price
competition, and to prevent the entry of new firms. To the
extent that these are the reasons why firms in these industries
spend so much on advertising, advertising cannot be said to
play a significant role in boosting total sales ol the product (as
distinct from sales of specific brands.)

Another reason why firms spend so much on advertising may
be the way in which advertising helps them to segment the
market, targeting certain brands at the young or the wealthy,
lor example, and pricing those brands so as o increase profits
over what they would be if only one undifferentiated
commodity were sold. If this is the case, then advertising allows
lirms to reduce sales 10 low-profit consumers and hence
exacerbates monopoly restriction of output rather than
increases 1otal sales (see Adams and Yellen, 1971). The heavy
advertising budgets for the high profit lager beers introduced
in Ireland in the last decades might be an illusiration of this
strategy.

These arguments about the rationale for advertising serve 1o
warn against expecting that a ban on advertising alcoholic
beverages would have a marked effect on the level of drinking. .
They also draw attention to the generally ignored possibility
that il all publicity were successfully suppressed, firms might be
forced into price cutting 1o ry 10 maintain or increase their
market shares. 1t is, therefore, possible that banning
advertising would lead to the elimination of the monopoly
clement that undoubtedly exists in the profits of the producers
ol alcoholic beverages in Ireland, resulting in lower prices to
the consumer and some increase in the volume of sales — exactly
the opposite of the effect desired by those who advocate such a
ban on public health grounds.

2 Hutchinson (1978, Table in Appendix A) estimated the largest four firms may account
for as much as 85 per cent of the sales of distilled products and 96 per cent of brewed
products in Ireland. A study of the Brewing Indusuy in Ireland published by the

National Prices Commission (Monthly Repost, February 1979) shows that Guinness
and its affiliates accounted for 91 per cent of the domestic market in 1976/77.
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Account must also be taken of the special problems that
stand in the way of a small country taking unilateral action on
this front. I, for example, advertising of spirits were banned in
Ircland, Irish distillers would lear an erosion of their present
market share (about two-thirds) as imported producis
continued 10 benefit from their worldwide publicity. Irish
brewers are also aware of their need o defend their market
against the growth of new companies, many of them benefiting
from the international reputation of their brands. This is part
ol the reason why a ban on advertising of alcoholic beverages
would be sirongly resisted, and those who advocate this
measurd will have 10 produce fairly convincing evidence that it
would yield benefits in terms of a reduction in alcohol-related
problems if they are to succeed in having it implemented.

There has been some empirical research inw the effects of
advertising at the product level in other countries. In general,
cconomists have tended 10 conclude that the effects of
advertising on sales at the level of broad product groups, such
as beer or alcoholic beverages, is small and/or swaustically
msignificant. Among the major studies, Schmalensee (1972)
and Grabowski (1976) are distinctly sceptical in their
conclusions. It is particularly interesting 10 note that
Grabowski found advertising did affect sales of some
“advertsing inensive” commodities such as toiletries and
derergents, but not alcoholic beverages. A recent study of the
Anmerican brewing industry by the Federal Trade Commission
concluded that the main function of brewers’ advertising was to
“arnlicially dilferentiate”  similar products rather than 1o
increase sales for beer as a whole.'® On the other hand,
Comanor and Wilson (1974) auribute a more important role to
advertising than 1o prices in determining the patuern of
consumer demand.®

13 As reporied in The Econromist, 10 March 1979, p. B3.

® 1 the July 1980 issue of the European Economic Review Jack Johnston and Tony
McGuinness and Keith Cowling discuss the eltect of advertising on the aggregate
demand lor cigaretes in the UK. The evidence suggests that a 10 per cen rise in
advertising yields a1 most an increase of 1+ per cent in the long-run level of sales.
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The absence of published data on product advertising in
Ireland precludes full scale empirical research into this topic.
Data on adverusing outlays by the dominant beer marketing
company in Ireland were made available 10 me on a quarterly
basis for the period 1967-77. An econometric analysis of beer
sales using income, prices, unemployment rates and advertising
outlays as regressors revealed a small, but siatistically
significant, negative association between advertising and
consumption. The most obvious explanation of this result is
that advertising followed a counter-cyclical strategy, rising
during the recession of 1975-76, but not having a measurable
influence on sales. While these results are far from conclusive,
they provide no support for the view that outlays on beer
advertising have played a role in the rise in alcohol
consumption in Ireland since 1968. It would be interesting to
pursue this line of inquiry using data for spirits advertising.

We must not ignore the evidence thai many new products
and corisumption pauerns can spread very rapidly even when
advertising is effectively banned. An obvious example, of
importance throughout the western world, is the diffusion of
the use of marijuana in the absence of commercial publicity.
Another example of relevance to Ireland is the growth of a
market in “artficial’” contraceptives despite the fact that their
sale and advertising for sale were illegal. Another example,
even more relevent 1o the Irish experience with drink conurol
policies, is the apparently rapid growth in the 1eenage market
for cider despite the modest amounts spent promoting this
beverage. Its popularity appears to be due exclusively to a
significant price differential between it and beer, due to the
lower tax rate on cider (at least up to the 1979 Budgeu).
Similarly, certain brands of cheap wine are resorted o by heavy
drinkers (and by juveniles) without being promoted through
advertising. In Eastern European countries such as Poland,
where there is litle advertising of any form for alcoholic
beverages, there has none the less been a rapid increase in
consumption and the problems of alcohol abuse are very
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serious. The widespread drinking of illegal poteen in
nineteenth certury Ireland owed nothing to the influence of
advertising.

There are, morcover, several examples of unsuccessful
atiempts 10 promote alcoholic beverages through large scale
advertising campaigns. Among the more important instances
are light whisky in North America, heavy wines in California,
and light beer in Ireland. It, therefore, appears that
consumption patterns are not as easily manipulated, in either
direction, as would seem to be implied by the attention devoted
by some cominentators o policy towards advertising alcoholic
beverages.

As stated earlier, the real test of any control policy is not its
effect on the overall level of consumption but its impact on
those heavy drinkers who contribute disproportionately to the
costs of alcohol abuse. 1t is implausible to suggest that a person
addicted to alcohol is influenced one way or the other by
advertising. A more realistic case could be made for the belief
that the recruitment of young people to drinking could be
reduced by banning drink publicity (or, less plausibly, by
curbing the use of young people in drink advertising). It could
be argued that a total ban on advertising enforced over a long
period would eventually have a significant effect, which cannot
be gauged from any of the evidence available on less thorough-
going bans. But the persistence of heavy drinking among young
people in socialist countries is not encouraging on this score.
Moreover, it is interesting to note that the only full-scale
sociological inquiry into the drinking paterns of Irish youth
contains no reference 1o any role of advertising in persuading
vouths to start drinking (Q'Connor, 1978). The reasons given
for drinking by most ol those interviewed can be grouped into
broad categories such as "“festive and social pleasure”, “'social
conformity”, “‘mood changing’ and “personal effects”, and it
is dillicult 1o evaluate the role, if any, played by advertising in
promoting the belief that alcoholic beverages satisfy these
needs more efliciently than other items of consumption.
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As an alternative or supplementary policy to curbing drink
advertising, publicity warning against the risks incurred
through excessive drinking may be issued. An obvious parallel
is with the anu-smoking campaign, which is discussed in
Appendix D. The scope for success with a campaign of this type
would depend on the extent of ignorance of the possible
adverse repercussions of drinking similar 1o the siwation that
may have existed among smokers before the availability of
evidence of a link between even moderate cigarette smoking
and increased risk of lung cancer and other diseases. It appears
that it is hard to make a firm statement about the effecis of
drinking on health — so much depends on the amounts drunk,
the type and quality of the alcoholic producis, the general life-
style {diet, housing, driving habits, etc.) of the drinker, the
length of time over which the drinking persists and whether it is
cpisodic or continuous. While claims are frequently
encountered 1o the effect that “heavy” drinking reduces life
expectancy by 10 to 12 years (US Dept. of Health, Education
and Welfare, 1971, Chapter 1V), these amount to no more than
the statement that persons who drink “wo much” die
prematurely. Studis of excess mortality among alcoholics, such
as Adelstein and White (1976), and Sundby (19637} document
conclusively that people admitted to mental hospitals with the
diagnosis “alcoholism” suffer abnormally high morality from
a wide variety of causes, notably from cirrhosis, suicide, and
accidents. Draper {1978} has shown thata high proportion of
those admiuwed o an Irish hospital for alcoholism have
incurred some brain damage as a consequence of their
drinking. But the people studied in these reporis are very heavy
drinkers, amounting perhaps to no more than one per cent of
the population. It is not possible wo infer from the effects of
alcohol on this special group the effects of moderate drinking
onhealih in general. The evidence referred (o by Kendall (1g979)
suggests that even relatively modest consumption of alcohol on
a regular basis increases the risk of liver cirrhosis and has some
effect on gencral health and life expectancy. Kendall remarks
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“ivis worth rellecting that il ethanol were a newly synthesised
substance the Commiuce on Safety of Medicines would almost
certainly not allow it 10 be administered to human beings™
(p.g70), but the force of this remark is somewhat blunted by the
possibility that many relatively harmless substances might
suller a similar fate. Much more relevant, in my view, is the
cvidence of the effects on health of drinking patterns that can be
taken as representative of large groups in society. The most
important study of this type with Irish data is that by Dean et al.
(1979) of male blue-collar workers at a Dublin brewery (who
consume above average amounts of beer) which showed no
increased risk of death from most of the conditions usually
associated with alcoholism and no reduction in life expeclancy
compared with the population in general. The health hazards
ol normal to heavy drinking along the lines most typical of the
Irish urban working class appear, therefore, to be refatively
slight, and publicity concerning these hazards is unlikely to
result in a noticeable change in drinking patterns.

8.3: Controls on Availability

Ireland inherited from British rule an elaborate system of
conrols on the places and 1imes of availability of alccholic
beverages. The Intoxicating Liquor Acts (1924 and 1962} sull
retain this basic framecwork, but in 1962 some major
liberalisations occurred. These extended the hours during
which public houses could legally sell alcohol and increased the
availability of extensions permitting drinking outside normal
opening hours. The extension of opening from ta.30 p.m. (or
10.00 in winter) 10 11.30 {or 11.00 in winter) was partly a
recognition of the difficulty of enforcing the more restrictive
hours, which were not in keeping with social patterns,
particularly in rural areas. Following the 1962 legislation there
was a sharp fall in the number of prosecutions of persons for
being illegally on licensed premises during closing hours. Few
would advocate a return to the shorter opening hours of the
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19508, and many would oppose any such move, but certain
aspects of the availability of alcohol have attracted increasing
auention from those concerned with the recent evidence of an
increase in alcohol abuse.

Chicl' among these are the ready availability of opening
hours exiensions, the sale of drink in off-licences and
supermarkets, and the lack of enforcement of regulations
regarding sales 1o people under the minimum age of 18 years.
The number of exemptions allowing after-hours drinking
increased very rapidly during the 1g70s, rising from six
thousand in 1967 to 14 thousand in 1972 and 33 thousand in
1977."* These figures show, however, that the 1962 legislation
did not, of itself, cause the increase: it was several years before
the liberalisation permitted under this legislation began o be
avatled of to any significant degree. It is almost impossible o
cvaluate o what extent the availability of these exemptions
played any role in the growth of consumption. Stricter control
on this front might, at this stage, encourage alternative
arrangements for social drinking, especiaily drinking at home
as opposed 1o in public houses, a trend which is likely to
develop inany event. The trend towards greater liberality in the
granting ol exemptions has become deeply entrenched and
would be hard 10 reverse, even where the evidence sirongly
suggests that the result is an occasion for very heavy drinking.
An example is provided by the auempt now under way to
circumvent the prohibition on exemptions for any part of
Sunday. Applications for exemptions commencing at one
minute past midnight on Sunday evening/Monday morning
hgve been refused on the grounds that such exemptions would
viokute the spirit of the 1962 legislation. The applicants have
succeeded in having 1he case put 1o the Supreme Court for a
Judgment. According o newspaper accounts (7 June 1980) the
Gardai 1estified that in these cases many of the patrons would
be ol the younger age group, aged 15 years upwards, who
would by closing time be “stupid with drink... creating a
1 Figures supplied by the Irish National Council on Alcoholism.
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deplorable situation which leads to drunken driving and many
serious rows’,

Availability ol drink to young people is not tightly controlled
in Ireland. The legal minimum age of 18 years is not strictly
enforced, partly because an offence is committed only if the
vendor “knowingly” supplies drink to an under-age person.
There is also a loophole in the legislation which permits the sale
of alcohol to persons as young 15 years old for consumption off
the premises in quantities of one pint or less (see Irish National
Coucil on Alcoholism 1978). In general, a problem exists in
wrying to establish a customer’s age because identity cards or
other proof of age are not usually carried by customers.
However, some supermarkets have introduced their own code
of practice and reluse to sell to anyone who in the opinion of
the manageris a minor.

I'n studies of alcohol problems, “availabitity” is usually taken
to refer 1o conditions of sale and other aspects of accessibility.
But the most important aspect of availability may be whether
alcohol is financially within the reach of certain population
groups. We have seen earlier that there has been no sustained
upward movement in the price of drink relative 1o the general
cost ol living since 1961 in Ireland, whilst real incomes have
grown at an average rate of about 3 per cent a vyear.
Undoubtedly young people are now much more readily able to
afford to purchase enough alcohol for an evening’s drinking
than was the case ten or twenty years ago. Young people are
also much less closely supervised by their parents, more likely
to have access to a car and enjoy a shorter working week. All
these factors may exercise as much, if not more, influence on
drinking patierns among the young than the narrower issue of
where and when they can obtain alcoholic beverages.

In an interesting comparison of the more restrictive Scottish
laws with those of England and Wales, Clayson (1977, p. 81)
concluded that the narrower Scottish laws created social
pressure to drink, and hence led to a greater misuse of alcohol.
This view led to change in the Scottish law, allowing 11.00
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o'clock closing and liberal exemptions. Three years after this
liberalisation Dr. Clayson is reported to be satisfied that it has
led to a decrease in drunkenness, assaults, and drunken
driving.'s On the other hand, it is possible to point to situations
where liberalisation of availability is believed to have led to
increased consumption. Lowering the legal minimum drinking
age in parts ol the United States and Canada during the 1960s,
for example, is believed to have led to an increase in teenage
drinking and alcohol abuse (Robinson, 1977). The
liberalisation of Finnish licensing laws in the late 1g6os was
designed to increase the importance of drinking in restaurants
at the expense of off-premise consumption, but is believed to
have superimposed new drinking patterns on existing ones,
with the result that total consumption rose sharply (Mikeld and
Osierberg, 1976).

However, it is one thing to show that liberalisation of
availability may, in certain circumstances, increase
consumption but it is another mauer to establish that
restricting availability would moderate established drinking
patierns. Controls strict enough to moderate established
patterns seem only to have been implemented during periods
of major social change, notably in Britain and Ireland during
the First World war.

One of the most noticeable features of the restrictions
imposed on the distribution of alcohol in this country is the
system for licencing public houses and limiting their number.'®
While this policy may tend to reduce drink sales and promote
temperance, its major impact seems to be to create local
monopolies in the retail distribution of alcoholic beverages. A
liquor licence is a state-backed artificial restraint on

'* The Qbserver, Sunday, 8 July 1979, p. 4.

1% The number of licences issued for on premise sale of alcoholic beverages is stricily
relared 1o population and the existing distribution of licenced premises. There has
been little change in the total number of public houses over the years, bul a decline
in rural areas and an increase in the towns. Once a licence is obtained there is no
limit 10 the volume of sales it permits. Unlike other countries which operate a system
ol licencing bars, in Iretand there are no resirictions on locating licenced premises
close 10 schools or churches.
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competition. 117t is believed thad this restraine has beneficial
eflects on the level and pattern of drinking, there are good
arguments in favour of restructuring the administration of this
system so that the state gathers most of the economic rent that is
thereby created. 1tis extraordinary to note that in 1976 the state
obtained only about £50,000 from retail liquor licences, about
£4 per licence. In view of the enormous value that possession of
a licence may bestow on a property, there is a case either for
making more of them available (which would probably have
litle effect on overall alcohol consumption) or for the state to
extract most of the economic rent bestowed by the licence. This
could be done by periodically selling off-licences to the highest
bidder.

Care has to be exercised to ensure that restrictions on the
availability of alcohol intended 0 curb overall consumption
are not maintained in force merely to protect the artificial local
monopolies they have accidentally created. In Ireland, the
Licensed Vintners' Association acts as an advocate of the right
of its members 10 a monopoly of the on-premise sale of
alcohol, using arguments that are at times couched in the same

language used by those interested in alcohol control policy.
This coincidence does not imply, however, that all arguments
tor restriction of availabiity are motivated by the self-interest of
the drink wrade - far from it If a policy of more restricted
availability were espoused, however, care should be taken to
avoid creating artificial monopolies that serve no worthwhile
social function.

A further aspect of availability that deserves attention is the
disiribution of consumption between drinking on licensed
premises and drinking at home. The importance of the public
house in Irish drinking pauerns could be viewed as an
additional factor, over and above the amount of alcohol
consumed, that tends to aggravate the problems arising from
drinking. Atleast two reasons could be suggested for this belief:
first, drinking away from home may have adverse effects on
family life that would be mitigated if consumption were within
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the family circle, and secondly, drinking in public houses is
obviously part of the reason for the high accident rate on Irish
roads during the hours immediately after closing time.

If it were felt desirable 1o try to switch consumption from the
public house to the home, it is not easy to suggest policies that
would have this effect. Such policies should discourage on-
premise consumption by at least as much as they encourage
consumption at home: there would be no gain from a public
health perspective if new patterns were merely added to existing
ones. One aspect of this side of Irish drinking pauerns that
requires further swudy, and that might offer scope for
retevant policy initiatives, is the small price differential that
exists between off-license and on-license prices of alcoholic
beverages. At present it costs as much, if not slighdy more, 10
purchase bottled beer in retail outlets as in a public bar. This
may be a factor reinforcing the traditional Irish preference for
drinking in public houses, and might be investigated with a
view to changing the balance towards home consumption.
However, the price factor is hardly the main consideration for
the strong attachment to drinking in public houses in Ireland,
and it is unlikely that a major change could be brought about
by any change of pricing policy. Consumption in public houses
fight be much more significantly affected by a very strict
enforcement of thé legislationon drinking and driving,
especially if this extended to allowing the Gardai to screen
drivers leaving public houses at closing time. This question is
taken up again in the next sub-section.

8.4: Penalising the Consequences of Alcohol Abuse

Current medical opinion appears to be mainly of the view
that alcoholism is a disease and that the best approach to the
problem is to provide more resources for its treatment. The
efficacy of various approaches to treating alcoholism has,
however, been questioned (see Kendall, 1979, for a summary of
the evidence) and it is clear that despite the increase in the
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resources available for wreatment the incidence of excessive
drinking has risen steadily. It could even be argued that the
emphasis on the disease concept of alcoholisim subsidises the
heavy drinker and encourages him to persist by reassuring him
that he is suffering from an illness which it is someone else’s job
to treat. To the extent that there is wruth in this view it is
distressing to see resources diverted from other areas of the
health services, such as the care of long-siay psychiatric
patients, 1o expensive but relatively ineffective approaches to
the problem of alcohol abuse. An alternative would be to take a
less tolerant view of excessive drinking, and in particular to try
1o make the drinker bear as much as possible of the social cost
of his behaviour. In practical terms, this would amount to
adopting a sterner policy against public drunkenness, reduced
availability of paid leave o undergo treatment for drinking
problems, less support from public funds for centres treating
alcoholics, and a tougher policy towards driving while drunk.

In fact, it is hard to envisage much change in our policy
towards public drunkenness, and in any event it is doubtful
whether a tougher policy would result in any important
changes in drinking pauerns. Policies towards absences due 1o
heavy drinking do need to be more openly discussed, and
employers should be encouraged to collect accuratie data on the
costs they have 1o bear because of alcohol abuse. This would
require co-operation from the medical profession, who are
placed in a very difficult situation by having to issue certificates
to employees whose real problems may not be medical.
Perhaps society’s wolerance of heavy drinking could be reduced
if non-drinkers and moderate drinkers had a clearer
undersianding of the costs that are imposed on them by
absences from work due to heavy drinking.

But it is undoubtedly in relation to drunken driving that the
strongest support for a less permissive policy would be
forthcoming. The contribution of drunkenness to road
accidents was recognised in Ireland by the late 19505, and was
used as one of the arguments in favour of allowing general
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Sunday opening in order to avoid the old systermn of driving toa
distant venue in order to drink as a bona fides traveller {cf.
Whyte, 1971). Recent studies reveal thai up o forty per cent of
driver, and fifty per cent of pedestrian, fatalities involve people
with blood alcohol levels above the legal limit {Crowley et al.
1980).

Tougher measures to deal with drunken driving were not
cnacted until 1968 and their enforcement was delayed by
“administrative difficulties’” unul 1971. Following the use of
the breathalyser, accidents between the hours most closely
associated with drunken driving (g p.m. and § a.m.) declined
slightly, but they reached a néw peak in 1977. Even more
significant is the fact that the proportion of all accidents
occurring beiween these hours showed no sustained fall after
the introduction of the breathalyser. In 1977, as in 1968, over
one-third of fatal road accidents occurred between these hours.
The original breathalyser legislation was gradually rendered
ingperable through persistent court challenges on the way it
was administered, and new legislation had to be introduced
towards the end of 1978. There was a significant rise in the
number of prosecutions in the period following the passage of
the new law (see Table 7 above). These measures were widely
credited with significant resulits over the Christmas 1978-New
year 1979 period, but it appears that the effect was not lasting
{An Foras Forbartha, 1979). In Britain the breathalyser is
reported to have had a marked initial impact which gradually
wore off (Harvard, 1977).

It is very difficult 1o say why in Ireland, as in Britain, the
courts appear willing to uphold technical defences against
charges of drunken driving - defences that would not be
entertained in other areas.!” The complexity of the interactions
between social attitudes and ruie enforcement in this area can
hardly be exaggerated. The problem has been summarised in

the American context as follows:

" The conviction rate for chachs of drunken driving was 55 per cent in 1977
compared with 37 per cent of all other non-indictable offences. [ am gratefu! 0
David Rottmzn for drawing my attention to this.
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The pattern in America so lar has been not to make use of the
increased possibilities in deterrence. We have been constrained
from writing efTective legislation {for breath tesis) due (o fear of
encroachment on individual liberties, and beyond that, our
basic lack of commitment to the problem; we have not
maximised the legistation we have by providing equally effective
enlorcement. The point here is that legal and social constraints
are just as real as any knowledge gap. (Hofiman, 1973, p. g9).

Even less encouraging is the fact that in countries such as
Sweden where there has been a genuine commitment to
maintaining very severe penalties on drunken driving over the
past lilty years there is still believed o be a serious problem of
drinking and driving. Paradoxically, it may be that the heavy
penaliies following on conviction (loss of licence, possible jail
sentence) deter judges from convicting. They certainly give the
defendant every reason 10 obtain the best legal advice available,
the cost of which is, of course, similar to a fine in deterrent
eflects. However, a policy of lighter sentences for first offences
might lead 1o less resistance 1o the enforcement of the laws and
uliimately prove more conducive to sobriety on the roads.

The whole question ol penalising those whose drinking
imposes cost on the rest of society is fraught with difficult social
and ethical problems, not to mention the: overriding issue of
political feasibility. The two areas where it seems there is
greatest scope for action are in relation 1o drink-related
absence from work and drunken driving. The scope for action
to curb alcohol abuse by penalising behaviour in these areas
needs 1o be explored as part of any attempt to formulate a
policy to curb excessive drinking.
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Section g

What Scope is there for an Alcohol Control Policy?

The idea that a society which is worried by its tendency o
produce people who abuse alcohol can legislate its way out of
this problem appeals to many. The point of view is summarised
in the folowing quotation:

Since we are not able 1o manipulate personality and produce a
race with no neuroses, the only realistic method of exerting a
benign influence on the prevalence of chronic alecohol problems
is by control of the environmenial conditions of drinking and it
is the availability element that remains the prime candidate for
control {Edwards, 1971).

Effective conwols on availability can, however, only be
enacted and enforced in a society where there is strong and
widespread support for such measures. There may be a vicious
circle leading from the acceptance of a pervasive role for
alcohol in social life 1o low community support for controls on
its consumption and low and ineffectively enforced penalties
for alcohol-related social problems. The clearest example of
the operation of this type of attitude to alcohol in Ireland is the
history of legislation and rule eriforcement with regard to
drunken driving. As we saw in the previous section, it has taken
a long time to draft and enact legislation designed to deal
effectively with this problem, and we have yet to see this new
legislation enforced to the point where it has a sustained impact
on the accident statistics.

The wend in policy towards alcohol in most western
countries has been to treat it more like a normal commodity
with relatively few restraints on where, to whom, and when it
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can be sold. This in wrn reflects the declining influence of the
temperance movement, with its emphasis on the moral evils of
heavy drinking. Concern now tends 1o focus on the public
health problems generated by alcohel consumption and its role
in accidents and family problems.

In Treland we have moved rapidly from the situation in
which drinking was closely associated with intoxication and
perhaps disorderly behaviour to a much more ditfuse role for
alcohol in our society. At the same time, the average level of
consumption has risen sharply and some of the indices of
alcohol-related problems, such as admissions o0 mental
hospitals for alcoholism or arrests for drunken driving, have
also increased. The appropriate response on the part of public
policy to these developments is not easily prescribed. On the
one hand, the growing evidence ol an increasing public health
problem arising from higher levels of alcohol consumption
naturally provokes a demand for preventive measures. Current
thinking scems o favour measures that would tend to moderate
the rate of increase in alcohol consumption in general, or
perhaps even bring about a reduction in its level. These
measures would include higher waxation of alcohol, siricter
enforcement of the laws against drunken driving, and a reversal
ol the recent trend to ease restrictions on where and when
alcohiol may be sold. However, critics of this approach point
out that higher taxation and reduced availability place penalties
on the normal drinker without any guarantee that the
behaviour of the problem drinker will be affected. They claim
that there is very litle evidence to show that this approach
would have much of an impact on the public health problems
caused by heavy drinking, while the costs in terms of limitation
of freedom for the majority of moderate drinkers may be
unacceptably high.

Apart aliogether from the effectiveness of such measures,
their political leasibility must also be considered. The long
“history of ineffective atempts to penalise drunken driving in
Ireland and elsewhere in the western world illustrates the
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obsiacles in the way even of a policy measure that commands
support in principle from almost all quarters. Other measures,
such as eliminating drink advertising or heavier taxation of
alcohol are not only less clearly appropriate as responses to the
problem, but also confront vested interests at teast as powerful
as those that have persistenuly rendered legislation on drunken
driving inefTective. The state can, of course, continue to spend
money on health education designed to provide information
on the hazards of heavy drinking and o create a less tolerant
climate of opinion towards drunkenness, but the net impact of
such publicity is likely to be slight. Faced with these difficulties,
it is tempting 1o suggest thai non-intervenuon is the only
appropriate response. This would, however, amount 10 an
admission that nothing can be done either to advance the
preventive approach to the public healith problems of alcohol
abuse or to reduce the social costs of heavy drinking. Such a
pessimistic verdict is not, in my opinion, fully justified by the
evidence reviewed in this paper. It is not, however, for me to
put forward detailed proposals designed to achieve some
desired modification of drinking practices. This must be done
by those more directly involved in policy formulation on the
basis of the type of information that has been brought together
in this study.
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Appendix A

Measuring the Economic Costs of Alcohol Abuse in Ireland

Section 6 contains a discussion of some of the conceptuai
issues that need to be resolved before it is possible to draw up a
list ol the costs imposed on society by excessive drinking. It
should be clear from that discussion that I advocate a fairly
narrow idea of “‘costs’ in this context, and take the view that it
is very difficult 1o say with any accuracy what is the net
contribution of alcohol to many of the problem areas where it
is implicated. Moreover, it was emphasised that the narrow
economic concept of cost excluded many of the most appalling
aspects of the alcohol problem — such as its role in family
conflict and violence. Bearing these limitations in mind, the
l[ollowing is a very rough attempt to place money figures on the
various items in the list of costs of alcohol abuse.

Roard Aceident Costs: The costs 1o the community of the material
damage, medical services, police costs and loss of cutput due to
road accidents is put at £40 million for 1976 (An Foras
Forbartha, 1977). In the United States, about 15 per cent of the
total costs of road accidents have been attributed 10 alcohol
(Berry, 1976) while the Department of Transport in Britain uses
a somewhat lower proportion. (A higher proportion of
fatalities is attributed to drunken driving, but in many of these
only the drinker is involved.) Allowing for the fact that it is only
damage 1o other’s property that we wish (o include as a cost of
alcohol abuse whereas the Foras Forbartha estimate of cost is
more inclusive, £5 million seems a plausible estimate of the cost
to" society of alcohol-related accidents in Ireland in 1976.
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Health-Care Facilities: We wish to include not only the cost of
health services devoted to alcoholism, but also those resources
devoted 1o treating people for other illnesses which have been
brought on by heavy drinking. In fact there are no figures for
either category in Ireland. The Voluntary Health Insurance
Board in the year ending February 1977 paid out f£o0.174
million in claims arising from patients with the diagnosis
““alcoholism/alcoholic pyschosis’. This amounted to 1.6 per
cent of the Board’s total claim expenditure. The average outlay
per claim for this diagnosis was £356, which can be applied to
the 6,101 hospital admissions for alcoholism (see Table 6) to
obtain a cost of £2.17 million or just under one per cent of total
state current expenditure on health. Geary and Dempsey (1979)
show that in 1965/66 the percentage of disability claims arising
due to “memal, psychoneurotic and personality disorders™ was
8.6 per cent for males and 12.5 per cent for females. This
category includes alcoholism, but of course many alcohol-
related illnesses appear in other categories.

These relatively small figures omit any cost of health-care
facilities due to the excess morbidity of alcoholics for
condinons such as accidents, attempted suicide, pneumonia,
liver cirrhosis and so forth. There are no studies of the excess
morbidity of alcobolics in Ireland on which to base an
apportionment of general health expenditure o alcohol abuse.
A very wide range of estimates is available for other countries.
At the high end of the scale is the 10 per cent of current health
expenditure in the United States attributed by Berry (1976) to
alcohol-induced illness. At the other exireme, a calculation
based on the Adelstein and White (1976) study of mortality
among alcoholics led to the conclusion that only about one per
cent of public health expenditure in England and Wales was
auributable to alcohol. In view of the very liberal method used
by Berry 1o attribute illness to alcohol, and the 4 to 1 ratio of
the US to Irish death rate for cirrhosis of the liver, it seems
reasonable to use a figure well under 10 per cent in the Irish
context. Accordingly, 1 have entered a figure of £8 million or
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roughly 3 per cent of total current public spending on health, as
the cost attributable to alcohol abuse. 1t should be noted that
only about a quarter of this figure would be expenditure on
patients diagnosed as suffering from alcoholism, the rest being
an allowance for illnesses in which heavy drinking plays a part.

Social and Community Costs: The cost of police work associated
with alcohol-related road accidents has been included under
the costs of road accidents. Police and court costs associated
with arrests for drunkenness and for drunken driving where no
accident occurred are hardly a major item, but some allowance
should be made for them. It is probably also true that social
workers and the administrators of the social welfare system
have o devote some of their tme 1o trying to deal with the
family and community problems caused by heavy drinking.
Total current expenditure on. social security and welfare
(excluding the value of the benefits and assistance paid)
amounted to £35 million in 1976. To apportion 2o per cent of
this to the alcohol problem would seem generous enough o
allow for the police and court costs mentioned above, as well as
the social workers and administrators dealing with alcoholics
and their families. This yields a very tentwative figure of £7
million under this heading.

Loss of Qutput: The figures for road accidents included an
estimate of the loss of output due to injury and deaths
auributable to alcohol-related accidents. Estimating the costs
of absence from work due to drinking is a very contentious
area. The self-employed and farmers who stay away from work
because they are drinking bear the costs of their absence in the
form of lower income, and cannot be said to impose a burden
on society. If employee absences are running at five per cent in
a fairly predictable manner (Mondays and afier holidays, for
example), producers presumably adjust their production
planning and staffing o take this into account, and only in a
situation of very full employment could it be said that output is
lost due to these absences. But if absent workers are paid while
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not at work labour costs are increased unless the alcoholic
makes up for lost time or is covered by increased efforts from
his collegues. The damage to the community lies in the higher
costs of production that must borne because of the decreased
efficiency of the labour force {not offset by decreased wage
costs) as a result of alcohol-related absences. A ten per cent
absence rate might raise unit labour costs by eight per cent (the
difference being made good by higher productivity from the
non-absent labour force}, which in Ireland would raise product
prices by about four per cent. The real cost of alcohol-related
absences to the community lies in the fact that this four per cent
price penalty lowers the level of production and employment in
Ireland because it causes some Irish firms to lose sales on
export or domestic markets. It is very hard to say just how
sensitive the level of production in Ireland is to a cost penalty of
this magnitude - it has been argued in another context that this
sensitivity is not the major constraint to expanding production
(and reducing unemployment} in Ireland (Kennedy and Foley,
1978) — but some penalty must be incurred because of reduced
efficency due to excessive drinking.

This discussion is very hypothetical because we have no
estimates of the proportion of absences atwributable 1o alcohol.
O Muircheartaigh (1975) reports an absence rate (for all causes)
of 5.6 per cent in Irish industry in 1971."* The rate has probably
risen since then, judging by the rise in the number of disability
claims that occurred in 1974 and later years. (On the other
hand, longer paid leave, which now extends from before
Christmas until the New Year in many employments, has
possibly lowered the numbers absent because of heavy drinking
at that time of year.) Using the absence rate of six per cent and
assuming the proportion attributable to drinking is as high as
one-third would imply that unit labour costs are about two per

" He concludes that “absence rates in irish manufacwuring industry, although high in
relation to estimates for the United States, do not compare unfavourably with other
European countries” {p. 126} One could therefore claim that Irish producers are at
nln relative disadvantage in international competition because of absenteeism from
all causes.

76




cent higher because of alcohol-abuse, so that final prices may
be about one per cent higher. The lost output attributable to
this penalty could be in the region of one per cent of the value
of output in the non-agricultural sector, that is £50 million.
This figure is the most tentative of all those included in this
exercise, but it allows a generous margin of error on the high
side by attributing one-third of all absences from work to
drinking. '

Transfer Payments: In addition to these real resource costs,
alcohol abuse imposes a financial burden on the state because
alcoholics and their dependants become entitled to transfer
payments as a consequence of absence, sickness and death. The
main payments involved are unemployment benefits (including
pay-related benefits) and assistance, occupational injuries
benefits, disability benefits, retirement pensions, widows’
pensions and invalidity pensions.!? We have no hard evidence
whatsoever on which to base an allocation of part of these
transfler payments o alcohol abuse. On very subjective grounds
I have made the following apportionment: go per cent -
invalidity pensions; 20 per cent — unemployment assistance,
occupational injuries benefit, disability benefit; 10 per cent —
unemployment benefit, pay-related benefit, retirement
pensions, widows' pensions. Applying these proportions to the
total 1976 expenditure under these headings yields an estimate
ol £38 million auributable to alcoholic abuse. A further fiscal
consideration applies to the loss of tax revenue due to the
decrease in income and expenditure because of alcohol-related
illness and absence. This loss would not be very major because
many of those affected would maintain their expenditure at a
fairly high level from disability benefits and other transfer
payments {including, of course, their salary if their employment
entitles them to payments while absent). I have arbitrarily set
this loss of 1ax revenue at one-third the guesstimate of the value
* For some of these there is an initial period during which no benelits are payable,

Disability benefits, in particular, do not cover the {irst three days ol any spell of
illness, but individuals may qualily immediatcly under occupational schemes.
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of the output lost due to absence. This yields a figure of £10
mitlion.

Drawing these estimates and guesses together the following
list is obtained:

Real Resource Costs: £ million
+ Road accidents 5
2 Direct health care costs 8
4 Social services 7
4 Lower production due to absences 30

Transfer Payments

5 Unemployment benefits, pensions,

disability pay 38
6 Lossof income taxes and indirect
taxes due to i}lness, absences etc. 10

To add all these costs together would entail double counting
by, for example, including both the loss of income etc. due to
absenteeism (Item 6) and the loss of production due to
absentecism (Item 4). A more meaninglul wotal is the sum of the
cost to the exchequer. The sum of the costs {(both real resource
and transfers) borne by the state (that is, by the taxpayer)
includes items 2, 3, 5, and 6, a towal of £63 million. The losses
due 10 road accidents are borne by the public at large, mainly as
higher insurance premiums, but also more directly {and more
unjustly) in uncompensated damage. The value of the lost
output due to alcohol-related from work is the most nebulous
loss, in my view. Perhaps those who bear the brunt of this are
the unemployed who may be deprived of a job by the reduced
efficiency of the Irish economy. In any event, only the loss of
1ax revenue and the increased unemployment benelits payable
due to this factor should be included among the costs of
alcoholi abuse to the state.

There are a number of cornmenis that could be made on the
figure of £63 million arrived at in my calculations. In absotute
terms it is very large, exceeding, for example, the estimated cost
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ol all road accidents. In as much as there has been very liule
publicity about the economic costs of alcoholism, but there is a
growing awareness of the damage caused by road accidents,
some purpose may be served by drawing atiention to this
estimate of the costs of alcohol abuse. On the other hand, it
should be immediately obvious that the item which accounts
lor over half the total is a very rough estimate of the transfer
payments due to excessive drinking rather than a real resource
cost. Perhaps the most important aspect of this estimate is its
relationship to the tax revenue from alcoholic beverages. This
point is discussed in Section 8.
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Appendix B
Estimates of Price and Income Elasticities for Alcohol in [reland

There have been several previous studies of alcoholic
beverages consumption in Ireland designed to obtain estimates
of the influence of prices and income. The following is a
summary of these studies and their findings:

Study Data used Beverage Range of estimated elasticities
Price Ircome
Walsh and Walsh
{ig7e) 1953=67 {annual) Beer: 0.1~ 0.0 0.5-0.8
Spirits: 9.6~ 0.3 1.5-2.0
Kennedy, Walsh and
Ebrilltigqs) 1948-70 tannual) Beer: 0.0= +0.3 0.5-1.1
Spirits: —0.9—--1.5 1.8—1.7
McCarthy(ig77) 1953—74 (annuai) Alcoholic - gz~ — 80 1.24-1.61
Drink:
Pratschke (1969} 1965766 household ~ Alcohalic
budgcl Drink: N.A, 1.79

These studies include a wide range of other variables, and
tackle the estimation of elasticities in widely varying ways.
Technical econometric issues are discussed in detwail in the
individual studies.

Despite the wide range of point estimates displayed above,
there is an agreemeni thac the price elasticity of demand for
alcohol is less than unity, and that the income elasticity is above
unity. There is also agreement that beer is less price and income
clastic than spirits. Attempts have been made to estimate the
cross-price elasticity (beer and spirits) but with inconclusive
results. This at least suggests that those two beverages are not
close substitutes (Kennedy, Walsh, and Ebrill, 1973).
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Using quarterly data for the period 196577, new estimates
of price and income elasticities have been calculated {or this
study. A number of other variables were experimented with,
such as the relative beer/spirits price and the unemployment
rate, but no evidence emerged of a consistent, significant eitect
ol these variables. A variety of lagged specifications was iried
but in general the results show that the simplest specilication in
contemporancous values of all variables performed as well as
more elaborate specifications.

In order to explore the best specification as between linear,
double-log, or some other formulation, the Box-Cox
technique for esumating A in the following equation was used

(QM 1)/h = a0 + adY*~ 1/} + an(P* = 1/A)

where A = 1 the specification is lincar, where X = o it is
equivalent to double—log. Rather than specifying the values of A
a priori, the algorithm discussed by Chang (1977) was used 10
obtain maximum likelihood estimates. The estimates obtained
were for beer A=-0.5, for spirits A=-0.2. The resulting
clasticity estimates for 1977 values of the variables are:

Beer Spiris
Price —-0.26 ~-0.61
Income 1.08 1.37

These estimates are broadly in line with those obtained from
previous studies using different daia periods and econometric
techniques, and support the conclusions that spirits arc more
price and income elastic than beer, and that both beverages are
quite price inelastic.
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Appendix C
Price Elasticity, Expenditure and Tax Receipls

The elementary proposition that if the price elasticity of
demand, 7, is less than unity, an increase in price will lead 10
increased expenditure on the item, is ofien ignored in
discussions of alcohol raxation policy. All the evidence in
Ireland points to an n for alcohol well below unity. Hence tax
policies that raise-the (real) price of alcohol will lead 10
increased expendiwure on alcohol - a2 phenomenon that is
sometimes identified as part of the problem that higher
taxation is supposed to curb!

Of course increased expenditure on alcohol as a
consequence of higher taxation implies rapid increases in tax
revenue. It has been shown (Geary, 1973) that an increase in tax
per unit on a commodity will lead o an increased tax yield
from that commodity as long as the elasticity is less than the
ratio of the retail price o the wax per unit (n < P/U. In Ireland
taxation accounts for roughly one half the final price of
alcohol, so that the price elasticity of demand for alcohol would
have to be in excess of 2 before tax increases would result in
reduced tax yield. With an elasticity of about — 0.4 a one per
cent increase in the tax rate would result in a 0.75 per cent
increase in tax revenues, other things remaining equal.
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Appendix D
Comparisons with Cigarette Smoking

Several of the issues discussed in connection with alcohol
have close analogues in the area of cigaretie smoking. With the
growing evidence of a link between cigaretie smoking and lung
cancer, there have been numerous auvempts to discourage
smoking in the interests of public health principally by
eliminating advertising and issuing warnings on the health
hazards ol smoking. It is relevant to see what can be concluded
from international experience in this area.

The evidence [or the success of the anti-smoking campaign is
mixed. In the UK, Sumner {1g971) tried 10 measure the net
eflects of the adverse publicity about smoking which followed
the 1961 Royal College of Physicians’ report using dummy or
trend variables 1o measure anv shift that occurred in the .
regression of consumption on price and income in 1962 and
subsequent years. He found low price and income elasticities,
and a negative post-1962 trend which, as Atkinson and Skegg
(1973) point oui, implies that by 1967 demand had fallen by
eight per cent instead of rising by four per cent as would have
been expecied on the basis ol the pre-1g62 relationship. The
Atkinson and Skegg refinements of Sumner's tests allow for a
more complete exploration of the impact w0 1970 of adverse
publicity, distinguishing between male and lemale
consumption, and between number of cigarettes and weight of
tobacco. The conclusions reached by Atkinson and Skegg are
relatively pessimistic regarding the net eflect of the anti-
smoking publicity: “‘it appears that publicity had the elfect ol
causing a suden fall in consumption in 1g62 and 1965 {and
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1971), with consumption returning gradually 10 its previous
level. The overall fall was smalil (around five per cent) and was
accounted for entirely by men” (p. 278). Peto (1974} atributes a
significant and permanent reduction of about six per cent 1o
the 1962 Royal College Report, and an insignificant and small
effect to banning TV advertising in 1965.

The economic elfects of various controls on cigareue
adverusing in the United Siates have been evaluaied by
Hamilion (1972). He concluded that the industry welcomed the
ban on TV advertising as a way of reducing competition and
raising profits. To evaluate the effect on cigarette consumprion
account must also be taken of the impact of terminating the
anti-smoking publicity that the cigarette companics had two
finance o maich their TV advertising. Hamilion found that
cigaretie commercials increased consumption by less than anti-
smoking publicity reduced it, so the net eflect of eliminating
both types of publicity was an increase in smoking. His study is
consistent with the British studies cited above in linding
relatively minor effects from adverusing on the level of
consumption. Schmatensee (1972) found no signilicant eflect of
advertising on the total level of cigarete sales in the US. On the
other hand, Warner {197 7) found that “the cumulauve ctleat of
years ol anti-smoking publicity has been substantial. The
analysis suggests that per capita consumption would have been
one-fifih 1o one-third larger than it actually is, had the years of
anti-smoking publicity never materialised’ (p.6449).

O’'Riordan (196g) was the first to explore this issue in
Ireland. Using data for the period 1958-6g9 he found some
evidence of a decline in consumption associated with the cancer
scares of 1962 and 1965. He does not specificially address the
impact of advertising, and his data end before the phasing owt
of cigarette advertising on Irish TV in 1971. A mor¢ recent
study (Walsh, 1980) found that there was a very signilican
change in the relationship between prices, incomes and tobacco
consumption in the 1960s. Since the mid-1960s wbhacco sales
have ceased to benefit Irom growth in income, and have
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become much more sensitive to the real price of tobacco than
was the case up to then. This change appears to be due 10 the
spread of knowledge of the health hazards of smoking rather
than to specific measures such as curbs on cigarette publicity.
The level of smoking has, however, remained high parily
because the real price of cigareues fell very sharply during the
1970s.

There has also been a definite switch o "'low tar” cigareues,
which now account for over 20 per cent of the UK market (CSO
UK 1978, p. 141). The willingness 10 alter the type of cigareue
consumed in the hope of reducing the risk of health might
suggest parallels in regard to alcohol consumption, such as a
switch 10 betier quality drinks or from strong to weaker
beverages. The French experience in reducing the consumption
of iow quality wines shows that approach can be successlul, bu
this has litde relevance for Ireland, while experimems in other
countries aimed at promoting new, ‘‘safer’” or ‘‘more
civilised”, drinking pauerns, such as the Finnish promotion of
drinking with meals, seem to have led 10 a net increase in
drinking, rather than the substitution of the new patterns lor
the older, less desirable ones. i the alcoholic sirength ot beer is
reduced .under pressure from the government (as happened in
Sweden during the 1960s) there is the danger that beer drinkers
will be induced to switch 10 spirits.

In attempting o assess the potential for alcohol control
policies on the basis ol those experiences with cigarete
smoking, it has 1o be kept in mind that the adverse
repercussions of heavy smoking are borne more directly by the
smoker than is the case with heavy drinking. The smoker, for
example, inflicts little damage on society comparzble to that
caused by the hit and run drunken driver. Moreover, the health
dangers of smoking are clearer than those of drinking. There is
therefore less ground for expecting a health education
programme centred on alcohol 1o achieve cltects similar wo
those, limited as they are, that have resulted Irom increased
knowledge abut the health risks of smoking. There also appears
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to be less scope for modifying drinking patierns in a way that
would reduce the adverse repercussions of alcohol
consumption analagous to the switch 10 low-tar cigarettes.
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