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Dear Sarah,     

 

Thank you for your letter of 14 February signed by all Liberal Democrat MPs regarding the 

impact of alcohol duty reforms on small domestic producers.  

 

The Government values the important contribution that the alcohol industry makes to 

our economy and society. 

 

As announced at Autumn Budget 2021, the Government intends to introduce new 

reduced rates for draught products sold in large containers, to reduce the tax burden on 

products sold in the on-trade. This will include draught beer, cider and wines below 8.5 

per cent alcohol by volume (ABV). 

 

To ensure the relief remains targeted on pubs and other hospitality venues, we have 

suggested that certain qualifying criteria should apply to the relief. This includes that the 

container should be of a sufficiently large minimum size. This is to ensure that drinks 

benefiting from the relief are those used by venues rather than for personal use by 

consumers. 

 

Our initial proposal is that the relief would apply to containers of at least 40 litres. This is 

approximately as big as the traditional firkin used for cask beer. The Government chose 

40 litres as, having analysed the data, we found this was the most common size of 

containers used in pubs. We are consulting on these proposals and look forward to 

hearing feedback from brewers, cidermakers and other producers about this. 

 

You raise the point that many independent brewers supply beer in 30 litre containers.  

The Government intends for smaller brewers to benefit from this relief. We welcome 



feedback from small brewers on this point, including any data they have on container 

sizes that they use. 

 

You call for a reduction of beer duty in line with cider rates. As announced at the Budget, 

the duty rates on alcohol including beer will be frozen for another year. This is expected 

to save consumers £3 billion over the coming years and will save beer drinkers in 

particular £900 million. Furthermore, cuts and freezes to beer duty since ending the beer 

duty escalator in 2013 have saved consumers 21p off a pint of beer. Beer duty rates are 

now at their lowest level in real terms since the 1990s. 

 

As part of our alcohol duty review, the Government has also announced at the Budget a 

number of reforms which will further support pubs and brewers. 

 

The Government intends to widen the reduced rate for lower strength beers below 2.8 

per cent alcohol by volume (ABV) to now extend to beers below 3.5 per cent ABV. This 

will incentivise the production and consumption of lower strength beers. In addition, the 

Government has decided to move the higher rate for beers above 7.5 per cent ABV to 

start at 8.5 per cent ABV, to align with the new rate for all products above 8.5 per cent 

ABV. As a result, beers, wines and spirits above 8.5 per cent ABV will for the first time 

pay same rate of duty, levelling the playing field. 

 

In addition, and to support pubs, the Government has announced it will reduce the duty 

on draught beer by 5 per cent. This will cut the duty on a pint of beer served in a pub by 

3p. 

 

You call for more measures to support domestic spirit producers. As announced at the 

Budget, the duty rates on spirits will be frozen for another year. This will save consumers 

52p on a 70cl bottle of Scotch, and £845 million over the coming years. Cuts and freezes 

at eight of the last nine budgets means a bottle of Scotch is £2.72 cheaper than it would 

have been had prices risen with inflation. Thanks to these changes, duty rates on spirits 

are now at their lowest level since 1918 after adjusting for inflation. 

 

As part of our alcohol duty review, we have announced reforms which aim to support the 

spirits sector. The Government recognises that spirits are currently charged a premium 

duty rate compared to other products, even when they are the same alcohol by volume 

(ABV). To achieve greater consistency and a more level playing field, the Government 

intends to move to a system where all products are taxed in reference to the litres of pure 

alcohol they contain. Above 8.5 per cent ABV there is to be no differentiation on duty 

rate by product. Spirits will have the same duty rate as wines or fortified wines of 

equivalent ABV. This also means that spirits below 22 per cent ABV will see reductions in 

their duty rate, coming down from 29p per unit of alcohol to 26p. 

 



 

Having considered this proposal carefully, the Government felt it was right to extend the 

new Small Producers Relief only to products below 8.5 per cent ABV, to mirror existing 

schemes. The Government also recognises that the distillery industry has boomed in 

recent years, with many new entrants enjoying rapid growth. Therefore, we would need 

a compelling business case to justify a relief for spirits. We will discuss the design of our 

new small producer relief with industry as part of our consultation process. 

 

You also call for more measures to support domestic wine producers. As you know, the 

Government announced at the Autumn Budget 2021 reforms to modernise wine duty, 

including to tax wine in proportion to its strength. We think it is right that consumers 

who choose lower ABV wines should pay less duty - this is a common-sense approach 

that benefits both consumers and public health. While it is true that some products will 

face increases in duty, this is balanced by reductions in duty for lower ABV wines. In 

particular, sparkling wine will pay 25 per cent less duty than now. 

 

It is worth remembering that at the Budget, the duty rates on alcohol were frozen for the 

third Budget in a row. This will save consumers 14p off a 75cl bottle of wine and an 

estimated £2 billion over the coming years. Since ending the wine duty escalator in 2014, 

a 75cl bottle of wine is now expected to be 46p cheaper, compared to previous planned 

rises. 

 

I accept there will be some administrative changes for businesses. However, we are 

listening closely to industry to ensure that these are not unnecessarily burdensome. 

 

The consultation on the reforms to Alcohol Duty closed at the end of January, and the 

Government is now considering the responses that have been submitted. We will publish 

a response in due course. 

 

I would like to thank you and your colleagues for drawing this to my attention. 

 

Best wishes, 

 

 
 

RT HON RISHI SUNAK MP 
 


