Appendix A1
How Much Should Excise Tax on Beer be Increased?

An important question is how much excise taxes on beer should be increased. This will vary from state to state, depending on how frequently excise taxes have been raised in the past.  At the Federal level, the excise tax on beer was increased in 1991, for the first time since 1951.  At that time, the tax on beer doubled from about 2.7 cents per drink (bottle or can) to about 5.3 cents.  However, to restore the real value of the excise tax to its 1951 equivalent, the tax in 1991 would need to have been set at 14 cents per drink.  Most states need to substantially increase their excise tax on beer, simply to keep pace with inflation since the last time the tax rate was set.  Besides adjusting for inflationary effects, another standard that states should consider is equalizing the beer tax with that on distilled spirits and wine. For a variety of reasons, distilled alcohol has been taxed differently and at a higher rate than the alcohol contained in beer. However, the impairing effects of a unit of alcohol are the same regardless of whether it is consumed as beer, wine, or a mixed drink. Hence it is reasonable to base taxes on the amount of alcohol rather than the type of drink. As of January 1, 2004, beer taxes ranged from a low of less than one-half cent per drink in Wyoming to 20 cents per drink in Georgia.  Besides Wyoming, seven states have beer excise taxes under 2 cents per drink, including Colorado, Kentucky, Maryland, Missouri, Oregon, Pennsylvania, and Wisconsin. The U.S. median state excise tax on beer is 3.5 cents per drink. Current tax data are available at: http://www.taxadmin.org/fta/rate/beer.html
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