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Policy context
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We were asked to explore the effect of raising 
alcohol excise taxes on beer and wine in 
Oregon

Reducing harm

Tax revenues

Consumption
$

What are the effects of 
changing prices through a 

tax increase?

Analysis of existing tax structure
Not an evaluation of all interventions



Includes binge drinking, heavy drinking, and any 
drinking by pregnant women or people younger than age 
21

Excessive 
drinking

Four or more drinks per occasion for a woman and five 
or more drinks per occasion for a man.

Binge 
drinking

Eight or more drinks per week for a woman and fifteen 
or more drinks per week for a man

Heavy 
drinking

Definitions used in the analysis
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§ Evaluating a policy change requires considering all 
identifiable costs and benefits associated with the 
change

§ Excessive alcohol use imposes costs on society that 
extend far beyond effects on the health of alcohol 
consumers and the treatment costs associated with 
alcohol use disorder

§ Our study accounted for both private costs (lost 
earnings, business revenue) and public costs 
(criminal justice, health care, education and social 
welfare).

The Economic Burden of Excessive Alcohol Use
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The Importance of Public Costs
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The cost of excessive alcohol use extends beyond 
the user
Prevalence of Specific Harms from Others’ Drinking in the 
U.S. Population

Percent Ever 
Experienced

Passenger w/ driver who had too much to drink? 44.2%
Assaulted by someone who had been drinking? 28.3%
Family problems due to someone else’s drinking? 17.9%
Property vandalized by someone who had been 
drinking

12.0%

Motor vehicle accident because of someone 
else’s drinking?

8.1%

Financial trouble due to someone else’s drinking? 7.1%
Source:  Greenfield, T. K., Ye, Y., Kerr, W., Bond, J., Rehm, J., & Giesbrecht, N. (2009). 
Externalities from alcohol consumption in the 2005 US National Alcohol Survey: implications for policy.
International journal of environmental research and public health, 6(12), 3205–3224.



Harm is unequal across subpopulations
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American
Indian/Alaska

Native

White African
American

Oregon Hispanic More than
one race

Pacific
Islander

Asian

Alcohol-related deaths by race ethnicity in Oregon (2014 – 2017)
Rate per 100,000 (age adjusted)

Source:  Oregon Health Authority and Oregon death certificate data



Harm is unequal across subpopulations
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“…people with higher SES 
may consume similar or 
greater amounts of alcohol 
compared with people with 
lower SES, although the 
latter group seems to bear 
a disproportionate burden 
of negative alcohol-related 
consequences.” 

Source:  Collins, S. (2016). Associations Between Socioeconomic Factors and Alcohol Outcomes. Alcohol 
Research: Current Reviews, 38(1), 83-94

Alcohol 
harms

Housing 
instability

Limited 
employment

Social 
networks

Limited 
access to 

healthcare



…and across regions
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The economic burden of excessive alcohol use
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$2.6

$2.2

$4.8 B

Private

Public
Costs imposed on all Oregonians

Lost earnings for workers & revenue 
for businesses



The economic burden of excessive alcohol use
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$2.19 billion
Labor productivity

$1.30 billion
Criminal Justice & MVCs*

$702 million
Health care

$605 million
Education & social welfare

$1,100 per person
2% of GDP in 2019

$ 4.8 billion
The total cost of excessive alcohol 
use to Oregon’s economy in 2019.

*Motor vehicle crashes



Who bears the cost in Oregon?
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FAS Healthcare 
& Education

$520.2M
Crime 

Victimization

$745.5M

$297.1M
Children & 

Family Welfare

Property 
Damage

33% of total cost
$1.6B

One-third of total 
costs were imposed 
on victims of 
excessive alcohol use

$24.2M

$5.9M
Fire



Alcohol excise tax scenario
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• We modeled the effects of a $0.20 per 
drink increase in Oregon’s excise tax on 
beer, wine, and cider on:
• Tax revenue
• Consumption
• Harms associated with excessive 

consumption

• What does the evidence say?



Price sensitivity varies across subgroups
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Percent change in consumption from a 10 percent alcohol price increase

Source:  Pryce, R., Hollingsworth, B. & I. Walker 2019. “Alcohol quantity and quality price elasticities: quantile regression estimates”. 
The European Journal of Health Economics. 20:439–454. 



Price sensitivity varies across subgroups
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Risky drinking behaviors in Oregon, by race and ethnicity,

Source: ECONorthwest calculations using 2016-2020 pooled BRFSS microdata
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Effect on tax revenues
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• Consumers are relatively insensitive to price 
changes – helpful for funding programs, less 
useful for nudging behavior

• Our estimates suggest that increasing the beer 
and wine excise taxes to roughly a nickel per 
standard drink would raise about $250 million 
annually

• Alcohol taxes provide a stable revenue source, 
although consumption is cyclical. Tying a tax to 
inflation would help to stabilize revenues.



• Our estimates indicate the modeled tax increase  
would have decreased consumption in 2019 by up 
to 4 percent overall (about 36 drinks per person), 
and up to 3 percent among the heaviest drinkers.

• Differential effects across subgroups of alcohol 
consumers matter – changing price does not 
appear to dramatically affect “risky” drinking 
behaviors

• Recent studies show that substitution towards 
relatively cheaper spirits or other substances may 
offset intended consumption effects of targeted tax 
increases 

Effect on consumption
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Consumption effects vary across subgroups
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Estimated change in alcoholic drinks per year

Source: ECONorthwest analysis using An and Strum (2011), BRFSS microdata, NIAA, OLCC, and U.S. Census data

63
59

38 36
33

28 28

Other or multi-
race

Amer.
Indian/Alaska

Native

White Total Asian/Nat.
Hawaiian/Pac.

Isl.

Black/African
American

Hispanic

Re
du

ct
io

n 
in

 a
nn

ua
l d

rin
ks

 p
er

 c
ap

ita



§ Research suggests that most harm is due to risky 
behavior and social issues that are largely 
unaffected by prices.

§ The tax change modeled could have reduced the 
economic burden of alcohol by 1 to 2 percent 
($35m to $50m) in 2019.

§ Harm reductions would vary across populations

§ Tax policy is an important tool for a comprehensive 
harm reduction framework, but not a replacement for 
other interventions.

Effect on social costs
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§ Existing tax rates are low compared to the public costs of excessive 
alcohol consumption. Increasing taxes would better align the cost of 
purchasing alcohol with the burden imposed by the heaviest drinkers.

§ Any reduction in consumption provides benefits, but higher taxes are 
unlikely to to dramatically change behavior of the heaviest drinkers.

§ Funding evidence-based treatment and prevention programs with 
revenue from a tax increase would further strengthen the nexus between 
the tax and harms caused by alcohol.

§ Tax structure matters. Taxes based on location, ethanol content and 
minimum pricing might better target high-risk behavior than do excise taxes

§ Equity should be a consideration for both pricing strategies and revenue 
allocation. Variations in the experiences of communities defined by race, 
ethnicity, geography, and other characteristics indicates the need to ensure 
new policies, at a minimum, do not exacerbate existing disparities.

Conclusions
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