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EXPLANATORY NOTES 

 
INTRODUCTION 

2. These Explanatory Notes have been prepared by the Scottish Government in order to 
assist the reader of the Bill and to help inform debate on it. They do not form part of the Bill and 
have not been endorsed by the Parliament.   

3. The Notes should be read in conjunction with the Bill.  They are not, and are not meant to 
be, a comprehensive description of the Bill.  So where a section or schedule, or a part of a 
section or schedule, does not seem to require any explanation or comment, none is given. 

4. In these Notes “the 2005 Act” means the Licensing (Scotland) Act 2005 (asp 16). 

COMMENTS ON SECTIONS 

Section 1 – Minimum price of alcohol 

5. Section 1(2) inserts new paragraph 6A into schedule 3 to the 2005 Act and introduces a 
further mandatory condition of premises licences granted under that Act.  The condition is that 
alcohol must not be sold on the premises at a price below the minimum price.   

6. Inserted paragraph 6A(2) concerns the application of the condition where alcohol is 
supplied along with other products or services, for example, where a bottle of beer is packaged 
with and sold with a branded glass or a bottle of wine is sold with food as part of a “meal deal.”  
In these circumstances the minimum price would be the minimum price that would apply to the 
alcohol if sold on its own.  That is, the package must be sold at (or above) the minimum price 
and no account is taken of the elements of the package which are not alcohol. 

7. Inserted paragraph 6A(3) sets out the formula by which the minimum price is to be 
calculated as minimum price per unit (MPU) x strength of the alcohol (S) x volume of the 
alcohol in litres (V) x 100. 

8. For example, if the minimum price per unit was set at 40p per unit of alcohol: 

(a) the minimum price for a standard sized bottle of spirits at 37.5% ABV would be 
 £10.50 (0.40 x 37.5/100 x 0.7 x 100 =  £10.50), 

(b) the minimum price for a 500ml super-strength can of beer at 9% ABV would be 
 £1.80 (0.40 x 9/100 x 0.5 x 100 = £1.80), 

(c) the minimum price for a standard size bottle of wine at 12.5% ABV would be 
 £3.75 (0.40 x 12.5/100 x 0.75 x 100 = £3.75), 

(d) the minimum price for a case of 24 440ml cans of beer at 4% ABV would be 
 £16.90 (0.40 x 4/100 x 0.440 x 24 x 100 = £16.90), 

(e) the minimum price for a 2 litre bottle of strong cider at 6% ABV would be £4.80 
 (0.40 x 6/100 x 2 x 100 = £4.80), 
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(f) the minimum price for a 25ml measure of spirits at 37.5% ABV would be 38 
 pence (0.40 x 37.5/100 x 0.025 x 100 =  £0.375), 

(g) the minimum price for a 275 ml pre-mixed spirit and mixer at 5% ABV would be 
 55 pence (0.40 x 5/100 x 0.275 x 100 =  £0.55). Note that the addition of a  mixer 
 does not affect the minimum price, 

(h) the minimum price for a strong pint of lager at 5% ABV would be £1.136 (0.40 x 
 5/100 x 0.568 x 100 = £1.136) 

9. Inserted paragraph 6A(4) gives the Scottish Ministers power to specify the minimum 
price per unit by order. 

10. Section 1(3) makes identical provision in respect of conditions in occasional licences 
granted under the 2005 Act. 

11. Section 1(4) amends section 146 of the 2005 Act to provide that any such order is subject 
to the affirmative resolution procedure. 

Section 2 – Minimum price of packages containing more than one alcoholic product 

12. Section 2 makes provision in respect of the minimum price of a package containing two 
or more alcoholic products. The price of such packages must be equal to or greater than the sum 
of the prices at which each product is for sale.  This provision only applies where each alcoholic 
product in the package is available for sale on the premises. This provision means the retailer 
cannot both sell an alcoholic product individually and offer a discount to the buyer for buying a 
package containing a multiple of alcoholic products which includes that product. 

• For example, if a bottle of wine is sold at £4, then a retailer would not be able to sell 
a package of 2 of those bottles for less than £8.  If one bottle of wine is sold for £4 
and another bottle of wine is sold for £4.50, a retailer would not be able to sell a 
package of one of each of those bottles for less than £8.50. 

• Similarly, a case of 24 440ml cans of beer may not be sold at a price less than the 
cost of buying 24 of those cans (provided that individual 440ml cans of that beer 
were available for sale on the premises). 

13. Sub-paragraph (3) of inserted paragraph 6B provides that the packaging of the bottles or 
cans in a case does not make the bottle or can a different product.  That is, the product is the 
bottle or can and its contents, not the case.  This means that under sub-paragraph (1), a pre-
packed package containing multiples of an alcoholic product is not a separate product but a 
package to which sub-paragraph (1) may apply. 

14. As with the provision under section 1(2), the packaging of the alcohol with non-alcoholic 
products would not affect the rule.  That is, in the above example, a non-alcoholic product could 
be packaged with the 2 bottles of wine or case of beer without the price having to be raised. 

15. Section 2(3) makes the same provision in respect of occasional licences granted under the 
2005 Act. 
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Section 3 – Off-sales: restriction on supply of alcoholic drinks free of charge or at reduced 
price 

16. Paragraph 8 of schedule 3 to the 2005 Act imposes mandatory licence conditions 
prohibiting irresponsible drinks promotions.   

17. Paragraph 8(2)(b) provides that one of the ways in which a drinks promotion can be 
irresponsible is if it “involves the supply of an alcoholic drink free of charge or at a reduced 
price on the purchase of one or more drinks (whether or not alcoholic drinks).”  Paragraph 
8(2)(e) provides that a drinks promotion is irresponsible if it “encourages, or seeks to encourage, 
a person to buy or consume a larger measure of alcohol than the person had otherwise intended 
to buy or consume.”  Paragraph 8(2)(b) applies to on-sales of alcohol only.  Paragraph 8(2)(e) 
applies to both on-sales and off-sales of alcohol.  

18. Section 3(2) extends the application of paragraph 8(2)(b) of schedule 3 to off-sales.  This 
means that “quantity discount” and similar promotions would not be permitted for off-sales.  
Examples of such promotions include: 

• Buy one, get one free 

• Three for the price of two 

• Five for the price of four, cheapest free 

• 3 for £10  

• Buy six, get 20% off 

19. Section 3(2) also disapplies the application of paragraph 8(2)(e) of schedule 3 in respect 
of off-sales of alcohol.  This means that drinks promotions encouraging persons to buy or 
consume larger measures will only apply to on-sales of alcohol.  A promotion would also not be 
able to reduce the overall price of the alcohol below the minimum price without breaching 
section 1. 

20. Section 3(3) makes the same provision in respect of occasional licences granted under the 
2005 Act. 

Section 4 – Off-sales: location of drinks promotions 

21. Paragraph 13 of schedule 3 to the 2005 Act (inserted by the Licensing (Mandatory 
Conditions No. 2) (Scotland) Regulations 2007 (SSI 2007/546)) imposes a mandatory condition 
in premises licences restricting the display of alcohol that is for sale for consumption off the 
premises.  Such alcohol can only be displayed in either or both of (1) a single area of the 
premises agreed between the Licensing Board and the holder of the licence and (2) a single area 
of the premises which is inaccessible to the public.  These areas are known as “alcohol display 
areas”. 

22. Section 4 amends paragraph 13 of schedule 3 to provide that any drinks promotion in 
respect of off-sales of alcohol on the premises may take place only in the alcohol display areas or 
in a tasting room such as those operated by some specialist retailers.  A drinks promotion may 
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not take place in other parts of the premises.  Paragraph 13 is further amended to provide that 
drinks promotions relating to off-sales of alcohol may not take place in the vicinity of the 
premises.  The “vicinity” is intended to mean the area surrounding or adjacent to, or nearby, the 
premises. 

23. Sections 4(4) and 4(5) amend paragraph 13 to provide that branded non-alcoholic 
products should not be considered as a drinks promotion for the purposes of this Act.  This 
means products for sale on the premises that bear a name or image of an alcoholic product (such 
as football tops, slippers, tea towels etc.) may be displayed either in alcohol display areas or any 
other part of a shop. 

Section 5 – Requirement for age verification policy 

24. Section 5(2) inserts a new paragraph 9A to schedule 3 to the 2005 Act to impose a further 
mandatory condition in premises licences. That condition is that there must be an age verification 
policy in relation to the sale of alcohol on the premises.  Many premises already operate 
“Challenge 21” or “Think 25” policies (where a retailer will ask for age verification from a 
person who looks under 21 or 25 years of age respectively for the purposes of verifying that the 
person is at least 18 years of age).  This section enshrines these arrangements in law and requires 
that premises have an age verification policy (for person appearing to be under 21).  Under this 
provision, the retailer would still be able to operate an age verification policy that operates at a 
higher age (such as the “Think 25” policy).  The condition does not apply to premises which are, 
for example, used only to despatch alcohol such as a warehouse used to service internet sales 
(section 139 of the 2005 Act makes provision in respect of remote sales of alcohol, for example 
internet sales). 

25. Section 5(3) makes the same provision in respect of occasional licenses granted under the 
2005 Act. 

Section 6 and 7 – Premises licences and occasional licences: modification of mandatory 
conditions 

26. Sections 27(2) and 60(2) of the 2005 Act allow the Scottish Ministers to make regulations 
adding to or extending the application of the mandatory licence conditions for premises licences 
in schedule 3 and for occasional licences in schedule 4.  Sections 6 and 7 amend these powers to 
also enable the Scottish Ministers to delete or amend conditions in schedules 3 and 4. 

Section 8 – Off-sales: sale of alcohol to under 21s etc. 

27. Each Licensing Board is required by section 6 of the 2005 Act to publish a licensing 
policy statement which is a statement of the policy on how it will carry out its functions.  Such a 
statement must be prepared every three years.  A Board may choose to publish a supplementary 
licensing policy statement during the three year period that the licensing policy statement 
applies.  In preparing a licensing policy statement or a supplementary licensing policy statement 
a Board must consult with various people and ensure that the policy statement promotes the 
licensing objectives found in section 4 of the 2005 Act. 
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28. Subsection (3) inserts a new section 7A into the 2005 Act requiring Licensing Boards to 
include within the licensing policy statement a statement (a “detrimental impact statement”) 
regarding the effect of off-sales to those under 21 and whether this is having a detrimental effect 
on one or more of the licensing objectives in the whole or part of the Licensing Board’s area. For 
example a Board may decide that there was only a detrimental impact in certain communities. 

29. The detrimental impact statement will form part of the three yearly licensing policy 
statement.  Subsection (6) of this new section enables the police or the Local Licensing Forum 
set up by section 10 of the 2005 Act to require the Licensing Board to consider reviewing the 
detrimental impact assessment with a view to changing it in whole or in part.  The Licensing 
Board can, under inserted subsection (3), review the statement of its own accord.  Where a 
review takes place (whether on the Board’s own initiative or as a result of considering a police or 
Licensing Forum request) and a statement is revised, the Licensing Board must, under inserted 
subsection (7), publish the statement in a supplementary licensing policy statement. 

30. In exercising its functions under the 2005 Act a Licensing Board is required to have 
regard to its licensing policy statement and any supplementary licensing policy statement it may 
have published (section 6(4) of the 2005 Act).  The addition of the detrimental impact statement 
on off-sales to those under 21 would therefore enable a Licensing Board to have a policy of 
applying a condition to licensed premises which banned the sale of alcohol to those under 21.  
Depending on the policy statement this could entail a restriction on off-sales to those under 21 in 
terms of geographical area, type of premises or time. 

Section 9 – Premises licences: variation of conditions 

31. A Licensing Board can only impose conditions in a premises licence when it grants the 
licence under section 27(6) of the 2005 Act or if it reviews a premises licence under sections 36 
to 40 of the 2005 Act.  In those circumstances it may only do so on a case by case basis.  Section 
9 inserts a new section 27A into the 2005 Act which will enable Licensing Boards to vary the 
conditions of premises licences in respect of all the premises in its area or vary a category or 
group of licences.  An example of this would be where a Licensing Board takes action to 
designate an area, or a specific number of licensed premises to require the age of off-sales 
purchases to be raised to 21.  A Licensing Board will only be able to exercise the power in new 
section 27A if the Board considers it necessary or expedient for the purposes of any of the 
licensing objectives (section 4 of the 2005 Act).  Licensing Boards will also be restricted to 
exercising this power in relation to matters to be prescribed in regulations.  Such regulations will 
be subject to the affirmative resolution procedure. 

PART 2 – LICENCE HOLDERS: SOCIAL RESPONSIBILITY LEVY 

Sections 10 and 11 – Licence holders: social responsibility levy 

32. Section 10 gives the Scottish Ministers a power through regulations to impose a charge 
on certain holders of licences under the 2005 Act and the Civic Government (Scotland) Act 
1982.  Money raised by the charge will be for local authorities to use in contributing towards the 
costs of dealing with the adverse effects of the operation of these businesses, for example extra 
policing or street cleaning or in furthering the licensing objectives listed in section 4 of the 2005 
Act.  Regulations under section 10 will be subject to the affirmative resolution procedure.  
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FINANCIAL MEMORANDUM 

 
INTRODUCTION 

33. This document relates to the Alcohol etc. (Scotland) Bill introduced in the Scottish 
Parliament on 25 November 2009.  It has been prepared by the Scottish Government to satisfy 
Rule 9.3.2 of the Parliament’s Standing Orders.  It does not form part of the Bill and has not 
been endorsed by the Parliament. 

34. The Alcohol etc. (Scotland) Bill contains provisions to reduce alcohol consumption and 
hence reduce alcohol related harm.  It also contains provisions to apply a levy to licensed 
premises to help offset the costs of dealing with the adverse consequences of alcohol misuse. 

Methodology 

35. For all the topics contained within the Bill, consideration has been given as to whether a 
Regulatory Impact Assessment (RIA) is required.  The Scottish Government will publish 
separately an RIA and Competition Assessment for the Bill for those topics where it is 
considered necessary. 

36. There are 3 topics within the Bill that carry a significant financial impact.  For the 
purposes of this financial memorandum, a significant financial impact is defined as a topic 
having a financial impact of over £0.4m per annum once implemented.  These 3 topics are as 
follows: 

• introduction of a minimum price for a unit of alcohol (sections 1 and 2 of the Bill);  

• introduction of a restriction for off-sales on supply of alcoholic drinks free of charge 
or at a reduced price (section 3 of the Bill); 

• provision in respect of sale of alcohol to under 21s (section 8 of the Bill). 

37. Chapter 1 of this Financial Memorandum draws out from the Bill and details the financial 
impact of the 3 topics with a significant financial impact (as listed above). 

38. Chapter 2 of this Financial Memorandum presents the financial impact of the remaining 
provisions of the Bill (i.e. those that do not have a significant financial impact).  These are: 

• restriction of the location of drinks promotions in off-sales premises (section 4 of the 
Bill); 

• a requirement for licence holders to operate an age verification policy (section 5 of 
the Bill). 

39. The following topic is deemed not to have a significant financial impact at this stage as 
the Bill is setting out the enabling power.  The detail of the social responsibility levy is currently 
being developed in conjunction with stakeholders so it is not possible to gauge the financial 
impact at this stage.  A specific RIA will accompany any regulations that set out the detail of a 
social responsibility levy. 
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• provisions in respect of a social responsibility levy (sections 10 and 11 of the Bill). 

40. It is considered that section 6 (modification of mandatory conditions of premises 
licences), section 7 (modification of mandatory conditions of occasional licences) and section 9 
(variation of conditions for premises licences) would result in no financial impact or in a 
minimal financial impact.  Where a section is not mentioned in this Financial Memorandum at 
all, it is because these are technical provisions only and carry no financial impact. 

41. For the purposes of this financial memorandum, all figures given assume a 
commencement of provisions in 2010 at the earliest. 

42. A table providing an overall summary of the financial impact of the Bill is included at 
paragraph 135 of this Financial Memorandum. 

Background 

43. The Scottish Government issued a consultation Changing Scotland’s relationship with 
alcohol: a discussion paper on our strategic approach1 in June 2008 which set out the scale of 
the alcohol misuse problem in Scotland, and the Scottish Government’s approach to tackling it, 
drawing on the best available international evidence.  Responses to this consultation are 
available on the Scottish Government’s website2. 

44. The Scottish Government published Changing Scotland’s relationship with alcohol: A 
Framework for Action3 on 2 March 2009 after considering the consultation responses, and this 
identifies that sustained action is required in 4 areas, one of which is reduced alcohol 
consumption.  The Bill mainly concentrates on this area. 

45. Alcohol is not an ordinary commodity – it is a psychoactive and potentially toxic and 
addictive substance and is a contributory factor in fifty different causes of illness and death 
ranging from stomach cancer and strokes to assaults and road deaths4. The harms are not just 
limited to health and not just experienced solely by the drinker – damage can occur to family and 
friends, communities, employers, and Scotland as a whole. Alcohol misuse acts as a brake on 
Scotland’s social and economic growth, costing an estimated £2.25 billion each year5  (including 
£820 million in lost productivity, a cost of £405 million to the NHS and £385 million to criminal 
justice and emergency services). 

46. In Scotland, it is estimated that up to 50% of men and 30% of women may be drinking 
over weekly sensible drinking guidelines (21 units for men; 14 for women)6 while the Scottish 

 
1 http://www.scotland.gov.uk/Publications/2008/06/16084348/0
2 http://www.scotland.gov.uk/Publications/2008/11/26115423/Contents
3 http://www.scotland.gov.uk/Publications/2009/03/04144703/0
4 Alcohol attributable mortality and morbidity: alcohol population attributable fractions for Scotland, Grant, 
Springbett and Graham, ISD 2009 http://www.scotpho.org.uk/alcoholPAFreport  
5 Costs of Alcohol Use and Misuse in Scotland, Scottish Government, May 2008 
6 Changing Scotland’s relationship with alcohol: A discussion paper on our strategic approach, Scottish 
Government, 2008.  This estimate adjusts survey figures to take account of under-reporting shown in alcohol sales 
data. 
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Health Survey 2008 found that, of those who drank in the previous week, 63% of men and 
women exceeded daily guidelines (3 to 4 units for men; 2 to 3 units for women) on at least one 
occasion per week.7 

47. International research has shown that the average consumption of alcohol in a population 
is directly linked to the amount of harm8 9 10 – the more we drink, the greater the risk of harm  .  
As overall consumption has increased in Scotland over recent decades so have the resultant 
harms.  

48. The School of Health and Related Research (ScHARR) at the University of Sheffield 
undertook a systematic review of the evidence available and found strong and consistent 
evidence to suggest that price increases have a significant effect in reducing demand for alcohol.  
The effects of price changes on alcohol consumption were found to be of a substantially larger 
size than other alcohol policy interventions.  Following this review, ScHARR undertook 
economic modelling of the potential impact of pricing and promotion policies for alcohol in 
England.  The results were published in December 2008 in an Independent Review of the Effects 
of Alcohol Pricing and Promotion11.  The work was commissioned by the UK Government and 
was based on information relating to alcohol consumption in England.  The modelling 
demonstrated that increases in the price of alcohol would reduce hazardous and harmful alcohol 
consumption, alcohol dependence, the harm done by alcohol, and the harm done by alcohol to 
others in addition to the drinker.  Because the harmful consequences of drinking are not confined 
to the heaviest drinkers, a reduction in overall consumption can be expected to have a positive 
effect on the whole population as well as reducing harm in high risk groups. 

49. Following the publication of the ScHARR appraisal, the Scottish Government 
commissioned ScHARR to undertake analysis using Scottish data, as far as possible, in order to 
model the potential effect of the introduction of minimum pricing per unit of alcohol (hereafter 
referred to as “minimum pricing”), the potential effect of introducing a ban on price-based 
promotions in the off-trade (hereafter referred to as “a discount ban”), and the potential effect of 
introducing minimum pricing simultaneously with a discount ban in Scotland.  The report, Model 
-Based Appraisal of Alcohol Minimum Pricing and Off-Licensed Trade Discount Bans in 
Scotland, was published by the Scottish Government on 28 September 200912.  With regard to 
minimum pricing, the Bill contains an enabling power to set a minimum price rather than 
specifying a minimum price. 

50. It is worth noting that the Licensing (Scotland) Act 2005, which came fully into force on 
1 September 2009, already bans certain “irresponsible promotions” in the on-trade13 (such as 
pubs, clubs and restaurants) including where a drinks promotion “involves the supply of an 
alcoholic drink free of charge or at a reduced price on the purchase of one or more drinks 

 
7 The Scottish Health Survey 2008, Scottish Government, September 2009 
8 European Comparative Alcohol Study: Alcohol in Postwar Europe, Liefman, Österberg & Ramstedt  (2002) 
European Commission  
9 Babor et al (2003) Alcohol: No Ordinary Commodity. Oxford. Oxford University Press 
10 Anderson, P & Baumberg B (2006) Alcohol in Europe, IAS 
11 http://www.dh.gov.uk/en/Publichealth/Healthimprovement/Alcoholmisuse/DH_4001740. 
12 http://www.scotland.gov.uk/Publications/2009/09/24131201  
13 Licensing (Scotland) Act 2005 schedule 3, paragraph 8(2)(b) 
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(whether or not alcoholic drinks)”.  This Bill is seeking to apply similar restrictions to cover the 
off-trade (such as supermarkets and convenience stores). 

CHAPTER 1: PROVISIONS WITH SIGNIFICANT FINANCIAL IMPACT 

51. The Scottish Government’s policy intention is to introduce minimum pricing (sections 1 
and 2) and a ban on quantity discounts for off-sales premises (section 3) simultaneously.  A 
minimum price combined with a discount ban was modelled by ScHARR as well as minimum 
price and a discount ban being modelled separately.  For minimum pricing, specific prices from 
25p to 70p in 5p steps were modelled.  The discount ban modelling was carried out on the basis 
that all price-based promotions in the off-trade are banned i.e. quantity discounts (such as “3 for 
2”, “12 for the price of 10”, “3 bottles for £10”) and price reductions (such as “was £10, now 
£5”).  The Scottish Government’s intention is to ban quantity discounts in the off-trade so, in this 
respect, the ScHARR modelling goes further than we intend.  Data is available for England on 
the prevalence and magnitude of short-term discounts on alcohol in the major multiple retailers, 
however no data is available on the magnitude of purchasing that may be required to qualify for 
the discount, for example, “3 for 2” in effect is a 33% discount for bulk buying.  This means that 
straight discounting from list price cannot be differentiated from quantity-based promotions.  In 
the absence of being able to ascertain the proportion of quantity discounts to price reductions, the 
model was run incorporating both.  The model results show that a total ban on off-trade price-
based promotions is estimated to reduce overall consumption by 3%.  Since the Scottish 
Government intends to introduce a ban on quantity discounts, the effect on consumption is likely 
to be less than 3%, however, given it is not possible to differentiate between the magnitude of the 
price-based promotions, it is not possible to quantify how much less. 

52. Information on promotions included in the model was derived from Nielsen data for 
England for 2008 as no Scottish promotions data was available.  It was assumed that the 
distribution of promotions is similar in Scotland to England and this seems to be borne out by the 
Scottish Retail Consortium’s consultation response in which it states that the price of alcohol and 
the incidence of promotions is broadly the same across the UK. 

COMBINATION OF SECTIONS 1 AND 2 (MINIMUM PRICE OF ALCOHOL) AND 
SECTION 3 (OFF-SALES: RESTRICTION ON SUPPLY OF ALCOHOLIC DRINKS 
FREE OF CHARGE OR AT A REDUCED PRICE) 

1453. The ScHARR work  modelled 21 separate scenarios. The results of 10 of these scenarios 
show the estimated impact of minimum price thresholds combined with a discount ban on 
alcohol consumption, and health, crime and employment related harms.  The modelling was 
subject to sensitivity analyses and details of this can be found in section 3 of the report.  The 
introduction of a minimum price combined with a quantity discount ban is the preferred policy 
proposal.  The model results presented in table 1 show that increasing levels of minimum pricing 
combined with a discount ban show steep increases in effectiveness: 

                                                 
14 Model -Based Appraisal of Alcohol Minimum Pricing and Off-Licensed Trade Discount Bans in Scotland, 
http://www.scotland.gov.uk/Publications/2009/09/24131201  
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Table 1: impact of minimum price & discount ban on 
consumption 
Minimum price per unit Change in consumption (%) 

25p -3.2 
30p -3.5 
35p -4.1 
40p -5.4 
45p -7.1 
50p -9.2 
55p -11.7 
60p -14.3 
65p -17.1 
70p -20.0 

 

54. The results of the modelling show that as the minimum price threshold increases: 

• more deaths are avoided; 

• hospital admissions fall; 

• number of crimes reduces; 

• absenteeism from work reduces; 

• unemployment due to alcohol problems reduces; 

• the financial value of harm reductions increases; 

• healthcare costs reduce; 

• crime costs reduce; 

• revenue for alcohol industry increases; 

• VAT and alcohol duty receipts reduce. 

55. At lower minimum price thresholds, the combined effect of a minimum price and a 
discount ban is close to the individual effects of the two policies.  At higher minimum price 
thresholds, the marginal increased effectiveness of a discount ban is reduced.  The effect of both 
of these policies is considered across different drinking groups: moderate, hazardous, harmful.  
Moderate drinkers are defined in the ScHARR report as those who drink within the 
recommended limits of 21 units a week for men and 14 units a week for women15.  Hazardous 
drinkers are defined as those who drink between 21 to 50 units a week for men and 14 to 35 units 
a week for women.  Harmful drinkers are defined as those who drink more than 50 units a week 
for men and more than 35 units a week for women16.  It should be noted that the modelling 
estimates that there are around 2.4 million moderate drinkers in Scotland, around 1 million 
hazardous and around 270,000 harmful. 

                                                 
15 Sensible drinking: Report of an inter-departmental working group, Department of Health, 1995 
16 These definitions are extensively used to classify the risk associated with different levels of consumption.  
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Costs on the Scottish Administration 

56. Research to inform the potential impact of setting a minimum price was undertaken by 
ScHARR at a cost of £64,000.  In June 2008, the Scottish Government established a Monitoring 
and Evaluation Reference Group for Alcohol (MERGA) to oversee the development of a 
portfolio of monitoring and evaluation studies to measure the extent to which the actions set out 
in the Framework for Action and other alcohol interventions are effective in delivering the 
intended outcomes.  The policy proposals in the Bill will form part of the measures that are to 
become routinely monitored.  It is, therefore, not considered appropriate to apportion a specific 
cost to any one measure. 

57. There will be costs associated with setting and varying the minimum price.  A decision 
has not been taken on the preferred method for varying the minimum price and how often this 
would be carried out.  A methodology for varying the minimum price will be considered when a 
specific minimum price is being considered. 

58. There is estimated to be a net effect of a reduction of between £7m and £76m in receipts 
to the Exchequer taking the range of prices from 25p to 70p combined with a discount ban.  The 
actual effect will depend on the specific minimum price set.  Under the terms of the Statement of 
Funding between Scottish Ministers and the UK Government, the reduction in VAT and duty 
falls as a cost to the Scottish Administration. 

Costs on local authorities 

59. The position of Licensing Standards Officers (LSOs) was created through the Licensing 
(Scotland) Act 2005.  LSOs work on behalf of local authorities and are responsible for the 
monitoring and enforcement of the new licensing regime which became fully operational from 1 
September 2009.  LSOs ensure compliance with any conditions attached to premises licences.  
The Licensing (Scotland) Act 2005 and associated secondary legislation sets out a number of 
conditions that are attached to a premises licence including such conditions covering an 
operating plan, premises manager, staff training, pricing and promotion of alcohol, payment of 
fees, display of notices, and alcohol display areas.  Minimum pricing and a discount ban would 
be added to this number.  Since the additional number of new conditions is small in relation to 
the number already being checked, and are not considered onerous compared to some of the 
other conditions, the additional work is considered to be small in relation to the overall work of 
the LSOs and, as such, costs are likely to be marginal.  COSLA has confirmed this and we have 
agreed that the position will be reviewed around a year after implementation.  The cost of 
running the licensing system, including the costs of LSOs, are generally recovered by Licensing 
Boards from fee income in line with The Licensing (Fees) (Scotland) Regulations 2007 (SSI 
2007 No. 553). 

Costs on other bodies, individuals and businesses 

Individuals 

60. On the introduction of a minimum price and a discount ban, those consumers affected 
will be those that previously purchased products that were priced below the minimum set, and 
those that previously purchased products that were on a price-based promotion.  Consumer 
behaviour will respond to price changes.  Consumers may continue to spend the same amount as 
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they did before and so purchase less alcohol; or purchase the same products in less quantity but 
increase their spending; or switch to other products.  This will depend on how responsive they 
are to changes in actual and relative prices.  The ScHARR modelling separated drinkers into the 
categories moderate, hazardous and harmful.  The results show that whilst the introduction of 
minimum pricing and a discount ban may lead to a decrease in consumption, it would result in an 
increase in consumers’ spending, particularly for hazardous and harmful drinkers.  The model 
takes into account switching behaviour through incorporating elasticities which provide 
information on the responsiveness of the population to price changes.  They inform the scale of 
expected reduction in purchasing of a category of alcohol if its price changes, and also inform 
the knock-on effects on purchasing of other products.  Table 2 shows the estimated effect on 
consumers’ spending for each of these groups and for each of the minimum pricing scenarios, 
combined with a discount ban, modelled. 

Table 2: minimum price & discount ban: impact on consumption and spending  
Minimum 
price and 
discount 
ban 

Moderate Hazardous Harmful 
drinkers drinkers drinkers 

Change in 
mean annual 
consumption 
per drinker-
all beverages 

Change in 
spend per 
drinker 

per annum

Change in 
mean annual 
consumption 
per drinker-
all beverages

Change in 
spend per 
drinker 

per 
annum 

Change in 
mean annual 
consumption 
per drinker-
all beverages

Change in 
spend per 
drinker 

per annum

 

  
(%) (£) (%) (£) (%) (£) 

25p -2.1 +6 -3.3% +31 -4.3 +77 
30p -2.2 +7 -3.4% +38 -5.1 +92 
35p -2.5 +9 -3.9% +47 -6.5 +113 
40p -3.2 +11 -4.9% +58 -8.7 +137 
45p -4.1 +13 -6.5% +70 -11.5 +158 
50p -5.4 +16 -8.6% +80 -14.7 +172 
55p -6.9 +19 -11.0% +90 -18.3 +180 
60p -8.8 +21 -13.8% +99 -21.8 +187 
65p -10.8 +24 -16.8% +104 -25.5 +184 
70p -12.9 +25 -19.9% +106 -29.1 +174 

 

61. The greatest impact of minimum pricing and a discount ban, both in terms of reduced 
consumption and increased spend, is estimated to be on those who currently drink the most.  It is 
the hazardous and harmful drinkers who it is estimated will reduce their consumption most, 
though still increasing their spend.  The effect on moderate drinkers is marginal as they drink 
less and also tend not to drink cheaply priced alcohol.  Taking a 40p minimum price and the 
discount ban together as an example, consumption changes are estimated to be greatest for 
harmful drinkers (a decrease of 8.7%) whilst the model suggests that moderate drinkers are 
affected to a lesser extent (a decrease of 3.2%).  In terms of units of alcohol (one unit is defined 
as 10ml of pure alcohol) consumed, this represents an estimated decrease of 5.6 units per week 
for harmful drinkers and an estimated decrease of 0.2 units per week for moderate drinkers. 
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62. Minimum pricing combined with a discount ban are estimated to lead to reductions in 
health, crime and employment harms.  The higher the minimum price, the greater the estimated 
reduction in alcohol-related harms.  The greatest health benefits accrued from minimum pricing 
are seen amongst hazardous and harmful drinkers. 

63. The following paragraphs and table 3 use a 40p minimum price combined with a discount 
ban as an illustrative example.  A 40p minimum price is used as this is the figure shown as an 
illustrative example by the ScHARR team in the Department of Health report and referred to in 
the Framework document.  It does not pre-empt any decision on the level of minimum price.  
Similar information for other prices modelled from 25p to 70p per unit is provided in the 
ScHARR report. 

64. On health benefits, deaths are estimated to reduce by around 70 within the first year of 
implementation and a full effect after 10 years of around 360 per annum.  For the 10 year effect, 
deaths are differentially distributed across the groups with around 20 amongst moderate drinkers, 
around 140 amongst hazardous drinkers and around 200 amongst harmful drinkers.  Illness also 
decreases with an estimated reduction of around 1,200 chronic and acute illnesses within the first 
year.  For the full 10 year effect, illnesses are estimated to reduce by around 3,700 per annum 
differentially distributed across the groups with around 600 amongst moderate drinkers, around 
1,400 amongst hazardous drinkers, and around 1,700 amongst harmful drinkers.  Hospital 
admissions are estimated to reduce by around 1,600 in the first year, and a full effect in year 10 
of around 6,300 differentially distributed across the groups with around 800 amongst moderate 
drinkers, around 2,300 amongst hazardous drinkers, and around 3,200 amongst harmful drinkers.  
Healthcare service costs are estimated to reduce by around £7m in the first year, with a Quality 
Adjusted Life Years (QALY17) gain valued at around £17m.  For the full 10 year effect, the 
healthcare service costs are estimated to reduce by around £115m, with a QALY gain valued at 
around £524m. 

65. Overall, crime volumes are estimated to fall by around 3,200 offences per annum.  The 
distribution of the effect varies across the groups with reductions of around 500 offences from 
moderate drinkers, around 1,600 offences from hazardous drinkers and around 1,100 offences 
from harmful drinkers.  The harm avoided in terms of victim quality of life is valued at around 
£2m in the first year and around £18m over 10 years18.  Direct costs of crime are estimated to 
reduce by around £3m in the first year, and by around £23m over 10 years. 

66. Workplace harms are estimated to reduce by around 1,200 fewer unemployed people and 
around 28,600 fewer sick days per year.  The estimated reduction in unemployment comes from 
the harmful drinking group.  The sick days are differentially distributed across the groups with 
around 8,700 amongst moderate drinkers, around 11,700 amongst hazardous drinkers and around 
8,200 amongst harmful drinkers.  For the first year, the costs of sick days are estimated to be 
around £3m and the cost of unemployment around £29m.  The cost of sick days and 
unemployment is estimated at around £267m over 10 years. 

 
17 A quality adjusted life year is a measure of health outcome which combines quantity of life with quality: where 0 
= death and 1 = 1 year in full health.  Measured in this way a QALY of 0.5, for example, could be 6 months at full 
health or 1 year in a health state valued at 0.5. 
18 Direct physical and emotional impacts on victims of crime are valued at £81,000 per QALY, Dubourg et al (2005) 
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67. The estimated societal value of these harms in the first year is estimated at around £61m 
made up as follows: NHS cost reductions (£7m), value of QALYs saved (£17m), crime costs 
saved (£3m), value of crime QALYs saved (£2m) and employment related harms avoided 
(£32m).  The societal value of these harm reductions over the 10 year period is estimated at 
around £947m and is distributed across the different groups as follows: £527m for harmful 
(56%), £267m for hazardous (28%) and £153m for moderate (16%). 

Table 3: Financial value of harm reduction (£m): 40p minimum price & discount ban 
 Scotland Moderate Hazardous Harmful 

Health costs 
Crime costs 
Employment costs 

7 
3 
32 

2 
1 
1 

3 
1 
1 

2 
1 
30 

Year 1 

Total direct costs 42 4 5 33 
Health QALYs 17 5 7 5 
Crime QALYs 2 0 1 1 
Total societal 
value 

    
61 9 13 39 

Health costs 
Crime costs 
Employment costs 

115 
23 
267 

24 
3 
6 

43 
12 
9 

48 
8 

252 

Cumulative 10 
years 

Total direct costs 405 33 64 308 
Health QALYs 524 117 194 213 
Crime QALYs 18 3 9 6 
Total societal 
value 

     
947 153 267 527 

 

68. The effect of a 40p minimum price combined with a discount ban is estimated to increase 
overall spend by consumers by around £118m per annum, as shown in table 4, with harmful 
drinkers spending around £37m more per annum, hazardous drinkers spending around £55m 
more per annum and moderate drinkers spending around £26m more per annum.  As shown in 
table 2, this represents £137 for harmful drinkers, £58 for hazardous drinkers and £11 for 
moderate drinkers (£31 per drinker per annum for all drinkers).  This represents an increased 
spend of approximately 4.8% overall – split by 6.4%, 5.5% and 3.7% for harmful, hazardous and 
moderate drinkers respectively.  This additional spend needs to be balanced against the benefit of 
reduced harms. 

Table 4: Effect on sales (£m): 40p minimum price & discount ban 
 Scotland Moderate Hazardous Harmful 

Off-trade 
per annum 

67 16 31 20 

On-trade per 
annum 

51 10 24 17 

Total change 
in value of 
sales for 
population 

Total per 
annum 

118 26 55 37 

 

69. Table 5 summarises the estimated effects on individuals for each of the minimum price 
scenarios modelled combined with a discount ban.  This illustrates the estimated financial effect 
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on costs to the consumer per annum and the estimated financial value of harm reductions in 
health, crime and employment in the first year and over 10 years. 

Table 5: Summary of financial valuation on health, crime and employment alcohol related 
harms: minimum price & discount ban 
Minimum 
price and 
discount ban 

Costs to 
individuals 

Health (including 
QALYs) 

Crime (including 
QALYs) 

Employment 
 

per annum    
    

£m £m £m £m 
Year 1 Over 10 

years 
Year 1 Over 10 

years 
Year 1 Over 10 

years 
 

25p 65 14 356 3 29 18 147 
30p 78 15 393 3 29 20 168 
35p 96 19 483 4 33 25 207 
40p 118 24 640 5 41 32 267 
45p 140 32 848 6 54 41 344 
50p 161 42 1099 8 72 52 431 
55p 179 53 1382 11 93 62 519 
60p 196 66 1678 14 118 72 597 
65p 207 80 2001 16 143 81 673 
70p 211 93 2310 19 169 89 738 

 

Businesses 

70. All minimum price scenarios combined with a discount ban result in estimated increased 
revenue to the alcohol industry (excluding VAT and duty).  The increases can be seen in both the 
off and on-trade sectors.  Higher minimum prices lead to greater additional revenues.  The 
estimates are high-level estimates of revenue changes to the alcohol industry as a whole.  It was 
beyond the remit of the modelling to consider where the change in revenue may accrue i.e. 
whether the estimated increases benefit retailers, wholesalers or producers, or all of them to 
some extent. 

71. A minimum pricing policy combined with a discount ban is likely to affect the off-trade 
sector more than the on-trade sector due to cheaper alcohol being sold in the off-trade sector.  
The average price of a unit of alcohol in the on-trade for 2007 is £1.2819 (ranging from £1.01 for 
cider to £2.40 for fortified wines) whilst for the off-trade the corresponding figures are £0.40 for 
the average price (ranging from £0.23 for perry to £0.82 for Ready to Drink (RTDs)).  Increases 
in revenue might be expected to only apply to the off-trade, however, the on-trade sector is also 
estimated to see increases in revenues due to switching effects.  As the differential between 
prices in the off-trade and on-trade reduces, some drinkers may switch from purchasing in the 
off-trade to purchasing in the on-trade. 

72. Table 6 shows the estimated effects of minimum pricing scenarios combined with a 
discount ban on the revenues for the on and off-trade sectors per annum: 
                                                 
19 Data supplied to the Scottish Government by The Nielsen Company: 
http://www.scotland.gov.uk/Topics/Health/health/Alcohol/resources/nielson-data
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Table 6: Effect on revenue for alcohol industry (excluding VAT and duty) 
Minimum 
price and a 

discount ban 

Off-trade sector 
per annum 

On-trade sector 
per annum 

Total per annum 
 

(£m) (£m) (£m) 
25p +55 +17 +72 
30p +63 +22 +85 
35p +75 +29 +104 
40p +91 +39 +130 
45p +108 +51 +159 
50p +124 +63 +187 
55p +139 +77 +216 
60p +152 +93 +245 
65p +159 +110 +269 
70p +160 +128 +288 

 

73. There is estimated to be an increase of between £72m and £288m per annum in revenue 
for the alcohol industry taking the range of minimum prices from 25p to 70p combined with a 
discount ban.  The actual effect will depend on the specific minimum price set.  The greatest 
estimated total increase in revenue at a minimum price of 70p combined with a discount ban 
(£288m) represents 8.0% of the estimated value of total alcohol sales for both the on and off-
trade sectors (£3,597m20) in Scotland in 2007. 

74. There will be costs to retailers associated with the implementation of a minimum pricing 
scheme such as re-pricing products, altering bar codes and shelf tickets.  The costs to retailers 
that operate only in Scotland will form part of their usual operational practice when altering 
prices.  Those retailers that operate on a UK-wide basis may incur costs associated with a 
different pricing and promotion regime operating in Scotland.  These retailers are predominantly 
large supermarket chains.  There is likely to be a lead in time prior to introduction.  That, 
coupled with the resources available to them, should allow retailers to investigate the most cost 
effective method of implementing differential pricing across stores in different parts of the UK.  
There is also the possibility that any additional cost may be offset against the estimated increased 
revenue from alcohol sales.  An alternative approach for those that operate on a UK-wide basis 
would be to use the Scottish pricing regime across the whole of the UK thus minimising the cost 
of operating different pricing structures. 

75. Various questions in relation to introducing minimum pricing and a discount ban were 
posed to groups representing the majority of retailers and producers of alcohol in Scotland: 
Scottish Grocers Federation (SGF), Wine and Spirits Trade Association (WSTA), Scottish Retail 
Consortium (SRC), Scotch Whisky Association (SWA).  The SGF is the trade association for the 
Scottish convenience store sector, representing most of the Scottish Co-ops, Somerfield, SPAR 
and local independent retailers.  The WSTA represents businesses which work across the entirety 
of the supply chain in wines and spirits in Scotland and the UK.  Their membership includes 
producers, importers, wholesalers, brand owners and off-licence retailers including supermarkets 
and specialist stores.  The SRC is a retail trade association and includes major high street 
retailers and supermarkets to trade associations representing smaller retailers.  The SWA is the 

                                                 
20 Ibid 
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trade association for the Scotch Whisky industry, and its members account for more than 95% of 
production and sales of Scotch Whisky.  We have received a response from SGF and are 
awaiting responses from WSTA, SRC and SWA.  Any responses received after publication of 
this document will be included in the Regulatory Impact Assessment. 

76. On the question of what impact would minimum pricing be estimated to have on sales at 
a specific price of 50p and 70p, SGF members estimate that a minimum price of 50p would 
result in an estimated reduction in sales of 10% and a 70p minimum price would have an 
estimated reduction in sales of 25%.  On the question of what the administrative costs of 
introducing minimum pricing might be, the SGF has not provided a figure for this but their view 
is that a check of all prices would require to be carried out between knowledge of minimum price 
level and the date of implementation.  Additional costs would not be significant for stores with 
head office support, however for independent/unattached retailers this may be equivalent to one 
member of staff for several days. 

77. On the question of what percentage of alcohol sales are usually estimated to be on 
promotion (quantity discount and price cut) at any one time, the SGF members have estimated 
that promotions would typically account for between 25 to 30% of alcohol sales.  On the 
question of if all quantity discounts and price promotions were banned, what effect would this be 
predicted to have on volume of sales of alcohol, the SGF has indicated that this is difficult to 
answer.  Retailers promote alcohol to sell products and gain footfall.  If all retailers were not 
permitted to promote, arguably sales could remain constant with consumers persuaded to visit 
stores for other reasons.  However, SGF’s view is that sales would probably fall by between 15 
to 25% with sales of beer and wine probably worst affected. 

UK Government 

78. The effects on sales tax (VAT) and duty receipts are estimated to be relatively small due 
to the counter-balancing nature of the two taxes.  Duty is applied to the volume of sales (which is 
estimated to reduce overall) but the VAT is applied to the monetary value of sales (which is 
estimated to increase overall). 

79. Table 7 shows the estimated effects of minimum pricing scenarios combined with a 
discount ban on VAT and duty for the on and off-trade sectors per annum: 

 18  



These documents relate to the Alcohol etc. (Scotland) Bill (SP Bill 34) as introduced in the 
Scottish Parliament on 25 November 2009 

 
 

 
Table 7: Effect on VAT and duty 
Minimum 
price and 
a discount 

ban 

Off-trade 
sector per 

annum 

On-trade 
sector per 

annum 

Net effect 
per annum 

Net effect 
as % of 

total VAT 
and alcohol 
duties for 

UK 

 
(£m)  (£m) 

(£m) 

25p -12 +5 -7 0.008 
30p -13 +7 -6 0.006 
35p -17 +9 -8 0.009 
40p -24 +12 -12 0.01 
45p -34 +16 -18 0.02 
50p -46 +20 -26 0.03 
55p -61 +24 -37 0.04 
60p -77 +28 -49 0.05 
65p -95 +33 -62 0.07 
70p -114 +38 -76 0.08 

 

80. There is estimated to be a net effect of a reduction of between £7m and £76m in receipts 
to the Exchequer taking the range of prices from 25p to 70p combined with a discount ban.  The 
actual effect will depend on the specific minimum price set.  Total receipts from VAT in the UK 
were £84,695m in 2007-08 and from alcohol duties in the UK were £8,629m21.  Taking the 
maximum effect of a reduction of £76m (70p minimum price combined with a discount ban), 
this represents a reduction of 0.08% of total receipts from VAT and alcohol duties in the UK. 

The National Health Service 

81. Alcohol misuse costs the National Health Service (NHS) an estimated £405m each year 
(paragraph 45).  Health harms are estimated to reduce by between £14m and £93m in the first 
year, and by between £356m and £2,310m over 10 years (table 5).  These savings are included in 
the summary table at paragraph 135 under individuals. 

Wider costs of crime to society 

82. The wider costs of crime to society (not including direct costs to victims) are estimated to 
reduce by between £3m and £19m in the first year and by between £29m and £169m over 10 
years (table 5).  The costs of crime include value of property stolen, damaged or destroyed, 
insurance administration and criminal justice system costs.  These savings are included in the 
summary table at paragraph 135 under individuals. 

                                                 
21http://customs.hmrc.gov.uk/channelsPortalWebApp/channelsPortalWebApp.portal?_nfpb=true&_pageLabel=page
VAT_ShowContent&id=HMCE_PROD1_029459&propertyType=document  
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SECTIONS 1 AND 2 (MINIMUM PRICE OF ALCOHOL) ONLY 

2283. The ScHARR work  modelled 21 separate scenarios.  The results for 10 of these 
scenarios show the estimated impact of minimum price thresholds only on alcohol consumption 
and health, crime and employment related harms.  The modelling was subject to sensitivity 
analyses and details of this can be found in section 3 of the report.  Whilst the preferred policy 
option is to introduce minimum price combined with a quantity discount ban, the results of 
modelling a range of minimum prices alone are included in order to show the results of this 
policy separately.  The model results presented in table 8 show that increasing levels of 
minimum pricing show steep increases in effectiveness: 

Table 8: impact of minimum price on consumption 
Minimum price per unit Change in consumption (%) 

25p -0.2 
30p -0.5 
35p -1.3 
40p -2.7 
45p -4.7 
50p -7.2 
55p -10.0 
60p -12.9 
65p -15.9 
70p -18.9 

 

84. The results of the modelling show that as the minimum price threshold increases: 

• more deaths are avoided; 

• hospital admissions fall; 

• number of crimes reduces; 

• absenteeism from work reduces; 

• unemployment due to alcohol problems reduces; 

• the financial value of harm reductions increases; 

• healthcare costs reduce; 

• crime costs reduce; 

• revenue for alcohol industry increases; 

• VAT and alcohol duty receipts mainly reduce. 

85. As mentioned previously, the ScHARR results show that minimum pricing will impact 
most on high strength, cheaply priced alcohol products.  As the ScHARR modelling 
demonstrates, cheap alcohol (i.e. relatively low price per unit of alcohol) is mostly drunk by 
harmful and hazardous drinkers. 

                                                 
22 Op. cit., ScHARR report 
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Costs on the Scottish Administration 

86. Research to inform the potential impact of setting a minimum price was undertaken by 
ScHARR at a cost of £64,000.  In June 2008, the Scottish Government established a Monitoring 
and Evaluation Reference Group for Alcohol (MERGA) to oversee the development of a 
portfolio of monitoring and evaluation studies to measure the extent to which the actions set out 
in the Framework for Action and other alcohol interventions are effective in delivering the 
intended outcomes.  The policy proposals in the Bill will form part of the measures that are to 
become routinely monitored.  It is, therefore, not considered appropriate to apportion a specific 
cost to any one measure. 

87. There will be costs associated with setting and varying the minimum price.  A decision 
has not been taken on the preferred method for revising the minimum price and how often this 
would be carried out.  A revision methodology will be considered when a specific minimum 
price is being considered. 

88. There is estimated to be a net effect of an increase of between £1m and a reduction of 
£71m in receipts to the Exchequer taking the range of prices from 25p to 70p.  The actual effect 
will depend on the specific minimum price set.  Under the terms of the Statement of Funding 
between Scottish Ministers and the UK Government, the reduction in VAT and duty falls as a 
cost to the Scottish Administration. 

Costs on local authorities 

89. Similar to other additional conditions being attached to licences, the costs would be 
marginal as this would be added to the duties of LSOs to ensure compliance with licence 
conditions (see paragraph 59). 

Costs on other bodies, individuals and businesses 

Individuals 

90. On the introduction of a minimum price, those consumers affected will be those that 
previously purchased products that were priced below the minimum set.  Consumer behaviour 
will respond to price changes.  Consumers may continue to spend the same amount as they did 
before and so purchase less alcohol; or purchase the same products in less quantity but increase 
their spending; or switch to other products.  This will depend on how responsive they are to 
changes in actual and relative prices.  The ScHARR modelling separated drinkers into the 
categories moderate, hazardous and harmful.  The results show that whilst the introduction of a 
minimum price for a unit of alcohol may lead to a decrease in consumption, it would result in an 
increase in consumers’ spending, particularly for hazardous and harmful drinkers.  The model 
takes into account switching behaviour through incorporating elasticities which provide 
information on the responsiveness of the population to price changes.  Table 9 shows the 
estimated effect on consumers’ spending for each of these groups and for each of the minimum 
pricing scenarios modelled. 
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Table 9: minimum price: impact on consumption and spending  
Minimum 
Price 

Moderate Hazardous Harmful 
drinkers drinkers drinkers 

Change in 
mean 

annual 
consumption 
per drinker–

all 
beverages 

Change in 
spend per 
drinker 

per 
annum 

Change in 
mean 

annual 
consumption 
per drinker–

all 
beverages 

Change in 
spend per 
drinker 

per 
annum 

Change in 
mean annual 
consumption 
per drinker 

–all 
beverages 

Change in 
spend per 
drinker 

per 
annum 

 

   
    

(%) (£) (%) (£) (%) (£) 
25p +0.0 +1 +0.0 +8 -0.6 +23 
30p -0.1 +2 -0.1 +16 -1.5 +44 
35p -0.5 +4 -0.6 +27 -3.2 +71 
40p -1.3 +7 -1.9 +42 -5.7 +102 
45p -2.5 +10 -3.7 +57 -8.9 +131 
50p -3.9 +13 -6.2 +70 -12.6 +153 
55p -5.7 +16 -9.1 +84 -16.6 +167 
60p -7.7 +19 -12.1 +95 -20.4 +180 
65p -9.9 +22 -15.3 +103 -24.3 +181 
70p -12.1 +25 -18.6 +106 -28.0 +175 

 

91. The greatest impact of minimum pricing, both in terms of reduced consumption and 
increased spend, is estimated to be on those who currently drink the most.  It is estimated that 
hazardous and harmful drinkers will reduce their consumption most, though still increasing their 
spend.  The effect on moderate drinkers is marginal as they drink less and also tend not to drink 
cheaply priced alcohol.  Taking a 40p minimum price as an example, consumption changes are 
estimated to be greatest for harmful drinkers (-3.7 units per week, representing a decrease of 
5.7%), whilst the model suggests that moderate drinkers are affected in a small way 
(approximately -0.1 units per week, representing a decrease of 1.3%). 

92. Minimum pricing is estimated to lead to reductions in health, crime and employment 
harms.  The higher the minimum price, the greater the estimated reduction in alcohol-related 
harms.  The greatest health benefits accrued from minimum pricing are seen amongst hazardous 
and harmful drinkers. 

93. The following paragraphs and table 10 use a 40p minimum price as an illustrative 
example.  A 40p minimum price is used as this is the figure shown as an illustrative example by 
the ScHARR team in the Department of Health report and referred to in the Framework 
document.  It does not pre-empt any decision on the level of minimum price that Ministers may 
bring forward at a later date.  Similar information for other prices modelled from 25p to 70p per 
unit is provided in the ScHARR report. 

94. On health benefits, deaths are estimated to reduce by around 40 within the first year of 
implementation and a full effect after 10 years of around 210 per annum.  For the 10 year effect, 
deaths are differentially distributed across the groups with around 10 amongst moderate drinkers, 
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around 60 amongst hazardous drinkers and around 140 amongst harmful drinkers.  Illness also 
decreases with an estimated reduction of around 630 chronic and acute illnesses within the first 
year.  For the full 10 year effect, illnesses are expected to reduce by around 2,100 per annum 
differentially distributed across the groups with around 300 amongst moderate drinkers, around 
600 amongst hazardous drinkers, and around 1,200 amongst harmful drinkers.  Hospital 
admissions are estimated to reduce by around 830 in the first year, and a full effect in year 10 of 
around 3,600 differentially distributed across the groups with around 400 amongst moderate 
drinkers, around 1,000 amongst hazardous drinkers, and around 2,200 amongst harmful drinkers.  
Healthcare service costs are estimated to reduce by around £3m in the first year, with a QALY 
gain valued at around £9m.  For the full 10 year effect, the healthcare service costs are estimated 
to reduce by around £64m, with a QALY gain valued at around £287m. 

95. Overall, crime volumes are estimated to fall by around 1,100 offences per annum.  The 
distribution of the effect varies across the groups with reductions of around 500 offences from 
hazardous drinkers and around 800 offences from harmful drinkers.  There is a marginal increase 
of around 200 offences amongst moderate drinkers23.  The harm avoided in terms of victim 
quality of life is valued at around £1m in the first year and around £6m over 10 years.  Direct 
costs of crime are estimated to reduce by around £1m in the first year, and by around £8m over 
10 years. 

96. Workplace harms are estimated to reduce by around 800 fewer unemployed people and 
around 11,600 fewer sick days per year.  The estimated reduction in unemployment comes from 
the harmful drinking group.  The sick days are differentially distributed across the groups with 
around 2,200 amongst moderate drinkers, around 4,000 amongst hazardous drinkers and around 
5,400 amongst harmful drinkers.  For the first year, the costs of sick days are estimated to be 
around £1m and the cost of unemployment around £19m.  The costs of sick days and 
unemployment is estimated at around £170m over 10 years. 

97. The estimated societal value of these harms in the first year is estimated at around £34m 
made up as follows: NHS cost reductions (£3m), value of QALYs saved (£9m), crime costs 
saved (£1m), value of crime QALYs saved (£1m) and employment related harms avoided 
(£20m).  The societal value of these harm reductions over the 10 year period is estimated at 
£535m and is distributed across the different groups as follows: £357m for harmful (67%), 
£113m for hazardous (21%) and £65m for moderate (12%). 

 
23 The increase in offences in the moderate drinker category is driven by slight consumption increases in 18 to 24 
year old male drinkers resulting from a 40p minimum price policy.  The majority of consumption by this group is in 
the on-trade so small switching effects from off-trade to on-trade, in relative terms, can outweigh the reductions in 
off-trade consumption arising from the policy. 

 23  



These documents relate to the Alcohol etc. (Scotland) Bill (SP Bill 34) as introduced in the 
Scottish Parliament on 25 November 2009 

 
 

 
Table 10: Financial value of harm reduction (£m): 40p minimum price 
 Scotland Moderate Hazardous Harmful 

Health costs 
Crime costs 
Employment costs 

3 
1 
20 

1 
0 
0 

1 
0 
0 

1 
1 
20 

Year 1 

Total direct costs 24 1 1 22 
Health QALYs 9 2 3 4 
Crime QALYs 1 0 0 1 
Total societal value 34 3 4 27 
Health costs 
Crime costs 
Employment costs 

64 
8 

170 

11 
-2 
2 

19 
4 
3 

34 
6 

165 

Cumulative 
10 years 

Total direct costs 242 11 26 205 
Health QALYs 287 55 84 148 
Crime QALYs 6 -1 3 4 
Total societal value  535 65 113 357 

 

98. The effect of a 40p minimum price is estimated to increase overall spend by consumers 
by around £83m per annum, as shown in table 11, with harmful drinkers spending around £28m 
more per annum, hazardous drinkers spending around £39m more per annum and moderate 
drinkers spending around £16m more per annum.  As shown in table 9, this represents £102 for 
harmful drinkers, £42 for hazardous drinkers and £7 for moderate drinkers (£22 per drinker per 
annum for all drinkers).  This represents an increased spend of approximately 3.4% overall – 
split by 4.8%, 3.9% and 2.2% for harmful, hazardous and moderate drinkers respectively.  This 
additional spend needs to be balanced against the benefit of reduced harms. 

Table 11: Effect on drinkers for total population (£m): 40p minimum price 
 Scotland Moderate Hazardous Harmful 

Off-trade 
per annum 

40 8 19 13 

On-trade per 
annum 

43 8 20 15 

Total change 
in value of 
sales for 
population 

Total per 
annum 

83 16 39 28 

 

99. Table 12 summarises the estimated effects on individuals for each of the minimum price 
scenarios modelled.  This illustrates the estimated financial effect on costs to the consumer per 
annum and the estimated financial value of harm reductions in health, crime and employment in 
the first year and over 10 years. 
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Table 12: Summary of financial valuation on health, crime and employment alcohol related 
harms: minimum price 
Minimum 
price 

Costs to 
individuals 
per annum 

Health (including 
QALYs) 

Crime (including 
QALYs) 

Employment 
 

   
    
   £m 

£m £m £m 
Year 1 Over 10 

years 
Year 1 Over 10 

years 
Year 1 Over 10 

years 
 

25p 16 0 12 0 +2 2 18 
30p 32 1 56 0 +2 5 45 
35p 54 5 165 0 4 11 95 
40p 83 12 351 2 14 21 170 
45p 112 22 600 4 32 32 263 
50p 139 33 895 6 54 44 367 
55p 164 46 1217 9 79 57 473 
60p 186 60 1542 12 105 68 562 
65p 202 74 1878 15 132 78 645 
70p 210 88 2211 18 160 86 716 

 

Businesses 

100. All minimum price scenarios modelled result in estimated increased revenue to the 
alcohol industry (excluding VAT and duty).  The increases can be seen in both the off and on-
trade sectors.  Higher minimum prices lead to greater additional revenues.  The estimates are 
high-level estimates of revenue changes to the alcohol industry as a whole.  It was beyond the 
remit of the modelling to consider where the change in revenue may accrue i.e. whether the 
estimated increases benefit retailers, wholesalers or producers, or all of them to some extent. 

101. A minimum pricing policy is likely to affect the off-trade sector more than the on-trade 
sector due to cheaper alcohol being sold in the off-trade sector.  The average price of a unit of 
alcohol in the on-trade for 2007 is £1.2824 whilst for the off-trade the corresponding figures are 
£0.40 for the average price.  Increases in revenue might be expected to only apply to the off-
trade, however, the on-trade sector is also estimated to see increases in revenues due to switching 
effects.  As the differential between prices in the off-trade and on-trade reduces, some drinkers 
may switch from purchasing in the off-trade to purchasing in the on-trade. 

102. Table 13 shows the estimated effects of minimum pricing scenarios on the revenues for 
the on and off-trade sectors per annum: 

                                                 
24 Op. cit., The Nielsen Company 
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Table 13: Effect on revenue for alcohol industry (excluding VAT 

and duty) 
Minimum 

price 
Off-trade sector 

per annum 
On-trade sector 

per annum 
Total per 
annum 

(£m) (£m) (£m) 
25p +9 +6 +15 
30p +18 +13 +31 
35p +33 +21 +54 
40p +54 +33 +87 
45p +77 +45 +122 
50p +100 +59 +159 
55p +121 +74 +195 
60p +140 +90 +230 
65p +151 +108 +259 
70p +155 +126 +281 

 

103. There is estimated to be an increase of between £15m and £281m per annum in revenue 
for the alcohol industry taking the range of minimum prices from 25p to 70p.  The actual effect 
will depend on the specific minimum price set.  The greatest estimated total increase in revenue 
at a minimum price of 70p (£281m) represents 7.8% of the estimated value of total alcohol sales 
for both the on and off-trade sectors (£3,597m25) in Scotland in 2007. 

104. There will be costs to retailers associated with the implementation of a minimum pricing 
scheme such as re-pricing products, altering bar codes and shelf tickets.  The costs to retailers 
that operate only in Scotland, will form part of their usual operational practice when altering 
prices.  Those retailers that operate on a UK-wide basis may incur costs associated with a 
different pricing and promotion regime operating in Scotland.  These retailers are predominantly 
large supermarket chains.  There is likely to be a lead in time prior to introduction.  That, 
coupled with the resources available to them, should allow retailers to investigate the most cost 
effective method of implementing differential pricing across stores in different parts of the UK.  
There is also the possibility that any additional cost may be offset against the estimated increased 
revenue from alcohol sales.  An alternative approach for those that operate on a UK-wide basis 
would be to use the Scottish pricing regime across the whole of the UK thus minimising the cost 
of operating different pricing structures. 

105. Various questions in relation to introducing minimum pricing were posed to groups 
representing the majority of retailers of alcohol in Scotland, and information and responses are 
provided at paragraphs 75 and 76. 

UK Government 

106. The effects on sales tax (VAT) and duty receipts are estimated to be relatively small due 
to the counter-balancing nature of the two taxes.  Duty is applied to the volume of sales (which is 
estimated to reduce overall) but the VAT is applied to the monetary value of sales (which is 
estimated to increase overall). 
                                                 
25 Op. cit., The Nielsen Company 
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107. Table 14 shows the estimated effects of minimum pricing scenarios on VAT and duty for 
the on and off-trade sectors per annum: 

Table 14: Effect on VAT and duty 
Minimum 

price 
Off-trade 
sector per 

annum 

On-trade 
sector per 

annum 

Net effect 
per annum 

Net effect as 
% of total 
VAT and 
alcohol 

duties for 
UK 

 
(£m)  (£m) 

(£m) 

25p -1 +2 +1 +0.001 
30p -2 +4 +2 +0.002 
35p -7 +7 0 0.0 
40p -14 +10 -4 0.004 
45p -25 +14 -11 0.01 
50p -38 +18 -20 0.02 
55p -54 +23 -31 0.03 
60p -71 +27 -44 0.05 
65p -89 +32 -57 0.06 
70p -108 +37 -71 0.08 

 

108. There is estimated to be a net effect of an increase of between £1m and a reduction of 
£71m in receipts to the Exchequer taking the range of prices from 25p to 70p.  The actual effect 
will depend on the specific minimum price set.  Total receipts from VAT in the UK were 
£84,695m in 2007-08 and from alcohol duties in the UK were £8,629m26.  Taking the maximum 
effect of a reduction of £71m (70p minimum price), this represents a reduction of 0.08% of total 
receipts from VAT and alcohol duties in the UK. 

The National Health Service 

109. Alcohol misuse costs the National Health Service (NHS) an estimated £405m each year 
(paragraph 45).  Health harms are estimated to reduce by up to £88m in the first year, and by 
between £12m and £2,211m over 10 years (table 12). 

Wider costs of crime to society 

110. The wider costs of crime to society (not including direct costs to victims) are estimated to 
reduce by up to £18m in the first year and between an increase of £2m and a reduction of £160m 
over 10 years (table 12).  The costs of crime include value of property stolen, damaged or 
destroyed, insurance administration and criminal justice system costs. 

SECTION 8 – OFF-SALES: SALE OF ALCOHOL TO UNDER 21S ETC. 

111. The impact of the provisions on businesses has been assessed by drawing on alcohol sales 
data, survey data and population estimates in order to estimate the effect of raising the minimum 

                                                 
26http://customs.hmrc.gov.uk/channelsPortalWebApp/channelsPortalWebApp.portal?_nfpb=true&_pageLabel=page
VAT_ShowContent&id=HMCE_PROD1_029459&propertyType=document  
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age of off-sales alcohol purchases from 18 to 21.  It should be noted that the provisions do not 
require Licensing Boards to raise the age.  Rather the provisions place a duty on them to consider 
the detrimental impact of off-sales to those under 21 years of age.  The actual impact on business 
will depend on the extent to which Boards choose to establish such conditions and the extent to 
which purchasers switch to on-sales. 

112. The figures provided represent the maximum estimated effect of the provisions.  They 
assume that every Licensing Board introduces a ban on the off-sale of alcohol to 18 to 20 year 
olds across their entire Board area. 

Costs falling on the Scottish Administration 

113. There is estimated to be a reduction of around £33m in receipts to the Exchequer for a 
ban on the off-sale of alcohol to 18 to 20 year olds across the entire Boards areas (see paragraph 
119).  Under the terms of the Statement of Funding between Scottish Ministers and the UK 
Government, the reduction in VAT and duty falls as a cost to the Scottish Administration. 

Costs on local authorities 

114. Similar to other additional conditions being attached to licences, the costs would be 
marginal as this would be added to the duties of LSOs to ensure compliance with licence 
conditions (see paragraph 59). 

Costs on other bodies, individuals and businesses 

Individuals 

115. The additional costs on individuals will be limited to those aged 18 to 20 who may be 
restricted as to whether or where they may be able to purchase off-sales alcohol.  As mentioned 
previously, the cost of a unit of alcohol in on-sales is approximately three times that of off-sales 
in 2007 (£1.28 compared with 40p), so it is reasonable to assume that those affected may reduce 
their total intake, or alternatively spend more on alcohol. 

Businesses 

116. In terms of the impact on business of raising the age of off-sales purchases to 21, it is 
difficult to quantify the income that the industry derives from any particular age group.  
However, using data from the General Register Office for Scotland (GROS)27, the Scottish 
Health Survey (SHeS)28 29 and the Nielsen Company , it is possible to generate an estimate.  The 
latest population data from GROS shows that in Scotland, 18 to 20 year olds make up 
approximately 5% of those currently legally allowed to buy alcohol.  Table 18, from SHeS30, 

 
27 GRO: Estimated population by age and sex, Scotland: 30 June 2007, available at:  
http://www.gro-scotland.gov.uk/statistics/publications-and-data/population-estimates/mid-2007-population-
estimates-scotland/index.html  
28 The Scottish Health Survey 2008, Scottish Government, September 2009 
29 Op. cit, The Nielsen Company. 
30 Op. cit, SHeS 
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illustrates the percentage of this age group drinking and the mean number of units of alcohol 
reported consumed per week. 

Table 18: adults (16+) drinking prevalence (per wk) 
Age  

16-24 25-34 35-44 45-54 55-64 65-74 75+  
Gender M  F  M  F  M  F  M  F  M  F  M  F  M  F  

92 93 91 89 90 90 91 90 92 89 85 80 79 73 % drinking  any 
alcohol  
Mean no of units 
/wk  

23.5 16.2 17.8 8.2 19.4 9.9 19.0 9.2 18.0 7.2 13.8 5.4 8.3 2.7 

 

117. Analysis of the Nielsen Company data suggests that, on average, 63% of alcohol 
(expressed as units of pure alcohol) is consumed in the form of off-sales purchases.  Applying 
that to the available SHeS data results in a market share of approximately 4% of the off-trade for 
18 to 20 year olds.  In terms of value, this equates to approximately £51m per annum using 40p 
per unit as the average cost of a unit of alcohol from off-sales31.  A ban on off-sales would 
represent around £18m (excluding VAT and duty) in lost sales revenue to businesses.  The 
estimate of the value of total purchases currently made by 18 to 20 year olds is £51m and is 
shown in table 19. 

Table 19: Sale of alcohol to persons under the age of 21 (£m) 
2010/11 2011/12    

Recurring 
costs 

Non-
recurring 

costs 

Recurring 
costs 

Non-
recurring 

costs 

Eventual 
recurring 

costs 

Total 
Non-

recurring 
costs 

Annual 
savings 

51 0 51 0 51 0 0 
 

118. Groups representing the majority of retailers of alcohol in Scotland (SGF, WSTA, SRC) 
were asked what the effect of raising the purchase age of off-sales to 21 would have on their 
business.  To date, we have received a response from SGF and are awaiting responses from 
WSTA and SRC.  The SGF comments that they consider this will have some effect on their 
businesses of up to a loss of 10%. 

UK Government 

119. A ban on off-sales would represent a reduction of around £33m in VAT and alcohol duty 
for the Exchequer. 

120. If 18 to 20 yr olds were to be banned from purchasing alcohol from off-sales, then it is 
reasonable to assume that there would be an increase in purchases as on-sales trade.  The average 
cost of a unit of alcohol in licensed premises is quoted as £1.28 in the Nielsen data set (2007).  It 
is very difficult to estimate how many 18 to 20 year olds who previously purchased alcohol from 
off-sales will, in future, purchase alcohol from on-sales, but businesses and the UK Government 
are likely to recover a proportion of lost revenue in this way.  If 18 to 20 year olds were to spend 
                                                 
31 Op. cit, The Nielsen Company.  
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some of this £51m on other items subject to VAT, then the UK Government would, in part, still 
receive the VAT currently paid on off-sales. 

CHAPTER 2: OTHER PROVISIONS 

SECTION 4 – OFF-SALES: LOCATION OF DRINKS PROMOTIONS 

121. The Bill proposes to restrict the display of any promotional material, or other material or 
activity relating to the promotion of alcohol, in off-sales premises to the permitted alcohol 
display areas and / or to a tasting room.  The purpose of restricting the use of marketing material 
in off-sales licensed premises is to prevent the customer from being encouraged to impulse buy 
and so purchase alcohol or purchase more alcohol than they had originally intended.  The 
Licensing (Mandatory Conditions No.2) (Scotland) Regulations 2007 requires the display of 
alcohol for consumption off the premises to be confined to a single area of the premises and / or 
an area that is inaccessible to the public. 

Costs on the Scottish Administration 

122. We do not anticipate any additional costs on the Scottish Administration. 

Costs on local authorities 

123. Similar to other additional conditions being attached to licences, the costs would be 
marginal as this would be added to the duties of LSOs to ensure compliance with licence 
conditions (see paragraph 59). 

Costs on other bodies, individuals and businesses 

Individuals 

124. Restricting the use of marketing material in off-sales licensed premises will be of benefit 
to the customer by not encouraging the customer to impulse buy or purchase more alcohol than 
they had originally intended to purchase.  Restricting the marketing to these specified areas 
means that customers will need to make a conscious decision to go to that area if they intend to 
browse or purchase an alcohol product.  Restricting the use of promotional material strengthens 
this by ensuring that alcohol product displays are not just replaced by displays of promotional 
material depicting alcohol.  It is not possible to provide an estimate in financial terms as to the 
effect of this on individuals. 

Businesses 

125. The restriction in marketing material may result in decreased sales of alcohol products in 
off-sales premises given consumers are not being encouraged to buy alcohol as they shop for 
non-alcoholic products.  However, it has not been possible to quantify the likely financial impact 
of such a policy.  Studies that have been carried out on the effects of marketing tend not to focus 
on pricing.  Companies use marketing to act as a coherent strategy to build and maintain 
powerful branded offerings that encourage consumption.  A total marketing strategy is multilevel 
and includes such activities as promotional activities, product development, pricing, physical 
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32availability, market segmentation and targeting .  The results of this study are relevant to the 
promotion of alcohol.  The restriction of marketing material to a specific area is, therefore, only 
one aspect of a total marketing strategy and does not prevent marketing being undertaken.  It is 
not known the extent to which a restriction on marketing material will affect sales, however, 
given a restriction will only affect one aspect of a total marketing strategy, it is considered the 
effect will be minimal.  An alternative approach for those that operate on a UK-wide basis would 
be to use the Scottish promotional material approach across the whole of the UK thus minimising 
the cost of operating different promotional material structures. 

126. Groups representing the majority of retailers of alcohol in Scotland (SGF, WSTA, SRC) 
were asked in what way would restricting marketing and promotional material to the alcohol 
display area affect their business.  To date, we have received a response from SGF and are 
awaiting responses from WSTA and SRC.  The SGF’s view is that retailers with no budgets for 
radio and TV etc. advertising rely on window bills as their only form of external advertising, and 
to deny them this would have an adverse effect on their business.  In response to the question of 
what lead-in time would be required to implement restrictions on promotional and marketing 
material, the SGF considers that 12 months would be required. 

SECTION 5 – REQUIREMENT FOR AGE VERIFICATION POLICY 

127. It is an offence for a person to sell alcohol to a person under the age of 18.  The Licensing 
(Scotland) Act 2005 provides a defence for a person charged for selling to someone under 18 to 
show that they believed the person to whom the alcohol was sold was aged 18 or over and that 
they had taken “reasonable steps” to establish the purchaser’s age.  In an effort to avoid underage 
sales many retailers have introduced “Challenge 21” and more recently “Challenge 25”.  The 
basic concept of such a policy is to warn customers that staff may ask for proof of age when a 
person wishes to purchase alcohol.  Choosing 21 or 25 acts as an additional comfort zone in that 
it ensures there should be no “borderline cases” in that the staff naturally thought the person 
looked over 18 when in fact they were not. 

Costs on the Scottish administration 

128. We do not anticipate any additional costs on the Scottish Administration. 

Costs on local authorities 

129. Similar to other additional conditions being attached to licences, the costs would be 
marginal as this would be added to the duties of LSOs to ensure compliance with licence 
conditions (see paragraph 59). 

Costs on other bodies, individuals and businesses 

Individuals 

130. There is no cost to individuals. 

 
32 NCI Tobacco Control Monograph Series The Role of the Media in Promoting and Reducing Tobacco Use 
http://www.cancercontrol.cancer.gov/tcrb/monographs/19/index.html 
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Businesses 

131. In most cases a Challenge 21 or 25 scheme is initiated through signs in the premises 
particularly at the pay points and the wearing of badges by the staff together with till prompts to 
remind the staff to check ID when alcohol is rung through the till.  It is for premises to decide 
how a “Challenge 21” age verification process should operate.  Many retailers already operate 
such a policy (or similar such as “Challenge 25”).  This is confirmed through the consultation 
responses from the Scottish Retail Consortium and the Scottish Grocers Federation.  The former 
represents around 75% of the Scottish grocery market (including such retailers as Tesco, Asda, 
Sainsburys) and they already have in place such policies.  The latter mainly represents local 
independent retailers and they also support the “Challenge 21” or “Challenge 25” initiatives.  
Taking this into account, those retailers which do not currently operate a “Challenge 21”(or 
similar) initiative are likely to be few in number so the cost of implementing such a policy would 
be considered to be minimal. 

SECTIONS 10 AND 11 – LICENCE HOLDERS: SOCIAL RESPONSIBILITY LEVY 

132. The provisions in the Bill have no direct financial implications as they enable the Scottish 
Ministers to establish arrangements for a Social Responsibility Levy by way of regulations.  The 
application of a levy to licensed premises will shift some of the burden of dealing with the 
consequences of alcohol misuse from the public bodies which currently meet the cost – notably 
the police, the health service and the ambulance service – to those who profit from the sale of 
alcohol.  We are of course sensitive to the impact of introducing a levy during an economic 
downturn when many businesses are facing increased costs and reducing income.  A decision to 
introduce regulations will not be taken before autumn 2010 and consideration will be given to 
the prevailing economic climate at that time. 

133. The Scottish Government is holding discussions with stakeholders in order to develop 
further the detail of the levy, including the parameters of the arrangements.  It is intended that 
this work will continue, and subject to the satisfactory completion of its work, a full regulatory 
impact assessment will be prepared and presented to the Parliament with the appropriate 
regulations which would be subject to affirmative resolution procedure.  The level or levels at 
which the levy may be set, and whether such levels should be set nationally or locally, will be 
considered on completion of the engagement process with stakeholders.  At present, discussions 
with stakeholders have identified two main approaches: “polluter pays” or all those involved in 
selling alcohol.  The first would mean that only those licensed premises breaching the Licensing 
(Scotland) Act 2005 would be subject to the levy.  The second approach would mean that all 
those premises who sell alcohol would be subject to the levy, with possible exemptions or 
reduced rates for those demonstrating they were responsible premises. 

134. The provisions in the Bill are for an enabling power and further work is required with 
stakeholders to develop the detail of the levy.  As mentioned previously, a specific RIA will 
accompany any regulations that set out the detail of a social responsibility levy. 

SUMMARY

135. The following table summarises the overall financial impact of the Bill: 



 
 

 
SUMMARY OF ADDITIONAL COSTS AND BENEFITS ARISING FROM THE ALCOHOL ETC. (SCOTLAND) BILL (all figures are in £m) 
SECTION SCOTTISH 

ADMINISTRATION 
LOCAL 
AUTHORITIES 

INDIVIDUALS BUSINESSES UK GOVERNMENT 

Significant impact 
Sections 1, 2 
& 3 minimum 
price (25p to 
70p) and a 
restriction in 
off-sales 
supply of 
alcoholic 
drinks free of 
charge or at a 
reduced price 
(paragraphs 
53 to 82) 

Costs

 
 

 
Cost of ScHARR 
report  at £0.06m 
(paragraph 56). 

Costs

 
Review of MRP – 
methodology and 
timescale not yet 
decided (paragraph 
57). 
 
Reduction in VAT 
and duty* of £7m to 
£76m per annum 
depending on specific 
minimum price 
(paragraphs 58 and 
80, table 7). 

 Costs
Minimal 
(ongoing) 
(paragraph 59). 

 Costs
Increase in spend on sales of £65m to £211m per 
annum depending on specific minimum price 
(paragraph 69, table 5). 
 
Benefits 
Health harms: reduction of £14m to £93m in year 1 
(including QALYs), and reduction of £356m to 
£2,310m over 10 years (including QALYs) depending 
on specific minimum price (paragraph 69, table 5). 
 
Crime harms: reduction of £3m to £19m in year 1 
(including QALYs), and reduction of £29m to £169m 
over 10 years (including QALYs) depending on 
specific minimum price (paragraph 69, table 5). 
 
Employment harms: reduction of £18m to £89m in 
year 1, and reduction of £147m to £738m over 10 
years depending on specific minimum price 
(paragraph 69, table 5). 

 
Administrative costs for 
UK businesses of 
maintaining different 
pricing structures in 
Scotland to the rest of the 
UK – not quantified by 
industry (paragraphs 74 
and 104) 

Costs 
Reduction in VAT and 
duty* of £7m to £76m 
per annum depending 
on specific minimum 
price (paragraph 80, 
table 7). 

 
SGF 
50p minimum price – 
reduce sales by 10% 
 
70p minimum price – 
reduce sales by 25% 
 
Price-based promotion ban 
– sales fall by 15-25% 
 
Benefits 
Increase in revenue of 
£72m to £288m per 
annum depending on 
specific minimum price 
(paragraph 73, table 6). 

 
* these refer to the same costs 
 
 
 
 

 



 
 

 
 
 
 
SECTION SCOTTISH 

ADMINISTRATION 
LOCAL 
AUTHORITIES 

INDIVIDUALS BUSINESSES UK GOVERNMENT 

Section 8: sale 
of alcohol to 
under 21s etc. 
in off-sales 
(paragraphs 
111 to 120) 

Costs

 

 
Reduction in VAT 
and duty* of £33m 
per annum 
(maximum effect if 
ban throughout 
Scotland) (paragraph 
113) 

Costs

 

 Benefits
Minimal 
(ongoing) 
(paragraph 114) 

 Costs
For individuals aged 18-20, a possible saving of up to 
£51m per annum (maximum effect if ban throughout 
Scotland and if no displacement to on-trade) 
(paragraph 115) 

 Costs 
Loss of revenue from 
reduced sales of £18m per 
annum (maximum effect 
if ban throughout Scotland 
and if no displacement to 
on-trade) (paragraph 117) 

Reduction in VAT and 
duty* of £33m per 
annum (maximum 
effect if ban 
throughout Scotland) 
(paragraph 119) 

  
SGF 
Loss of business by up to 
10% 
 
[figures from WSTA, SRC 
in here] 
 
 

 
* these refer to the same costs 
 

   



 
 

   

 
SECTION SCOTTISH 

ADMINISTRATION 
LOCAL 
AUTHORITIES 

INDIVIDUALS BUSINESSES UK GOVERNMENT 

Non significant impact 
Section 4: off-
sales: location 
of drinks 
promotions 
(paragraphs 
121 to 126) 

Costs 
None (paragraph 122) 

Costs 
Minimal 
(ongoing) 
(paragraph 123) 

Not possible to provide a figure (paragraph 124). SGF 
Would have an adverse 
effect but have not 
quantified this (paragraph 
125). 
 
 

None 

Section 5: 
requirement 
for age 
verification 
policy 
(paragraphs 
127 to 131) 
 

Costs 
None (paragraph 128) 

Costs 
Minimal 
(ongoing) 
(paragraph 129) 

None (paragraph 130) Minimal (paragraph 131) None 

 
 
 
 
 
 
 



These documents relate to the Alcohol etc. (Scotland) Bill (SP Bill 34) as introduced in the 
Scottish Parliament on 25 November 2009 

 
 

SCOTTISH GOVERNMENT STATEMENT ON LEGISLATIVE 
COMPETENCE 

136. On 25 November 2009, the Cabinet Secretary for Health and Wellbeing (Nicola Sturgeon 
MSP) made the following statement: 

“In my view, the provisions of the Alcohol etc. (Scotland) Bill would be within the 
legislative competence of the Scottish Parliament.” 

 
—————————— 

  
PRESIDING OFFICER’S STATEMENT ON LEGISLATIVE 

COMPETENCE 

 
137. On 24 November 2009, the Presiding Officer (Alex Fergusson MSP) made the following 
statement: 

“In my view, the provisions of the Alcohol etc. (Scotland) Bill would be within the 
legislative competence of the Scottish Parliament.” 
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