Economists’ Declaration on

Federal Alcohol Excise Taxes

We, the undersigned economists, believe that the public health and other external
costs associated with the consumption of alcoholic beverages, estimated by the National
Institute on Alcohol Abuse and Alcoholism to be $185 billion per year, are so significant
as to justify substantial excise taxes on those beverages. Because those taxes have been
little adjusted for decades, the effective rate of taxation on those products has declined
dramatically, decreasing real revenues and contributing to a fall in the price of alcoholic
beverages relative to other products. We see no justification for expanding the economic
availability of products that cause so much damage in society. We oppose proposals to
further reduce the tax burden on alcoholic beverages and we strongly support increases
in those taxes.

Further, we see no justification for the enormous difference between the excise
tax, per unit of alcohol content, on beer and wine on the one hand, and distilled spirits on
the other. Beer is the standard introductory alcoholic drink for underage persons. In
accordance with recommendations on taxation of beer in the National Academy of
Sciences 2003 report, “Reducing Underage Drinking: A Collective Responsibility,” we
find that favored tax treatment for beer appears to be socially highly undesirable.

Finally, an increase in the excise tax rates on alcoholic beverages would contribute to the
reduction in the budget deficit in a way that has no significant adverse economic effects
and would have substantial social benefits, while tending to increase economic
efficiency.

Consequently, we support efforts by the Coalition for the Prevention of Alcohol
Problems to oppose decreases and promote increases in federal excise taxes on alcoholic
beverages and eliminate or modify the differential tax treatment between beer, wine, and
liquor.

Sig’ne(l:

Henry Aaron, Brookings Institution

*George Akerlof, University of California, Berkeley
**William J. Baumol, New York University

Stanley W. Black, University of North Carolina
Alan Blinder, Princeton University

Roger Bolton, Williams College

Ralph Bradburd, Williams College

Jim Campen, University of Massachusetts-Boston
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Karl E. Case, Wellesley College

Frank J. Chaloupka, University of Illinois at Chicago

Carl Christ, Johns Hopkins University

Howard Chernick, City University of New York

Charles E. Clotfelter, Duke University

Philip J. Cook, Duke University

Rachel Connelly, Bowdoin College

Mark R. Correll, Leeds School of Business, University of Colorado at Boulder
Paul N. Courant, University of Michigan

David M. Cutler, Harvard University

Patricia M. Danzon, Wharton School, University of Pennsylvania
Steven N. Durlauf, University of Wisconsin-Madison

Ronald G. Ehrenberg, Cornell University

Rudy Fichtenbaum, Wright State University

**Victor R. Fuchs, Stanford University

William Gale, Brookings Institution

Henry Grabowski, Duke University

Jonathan Gruber, Massachusetts Institute of Technology

Doug Harris, Florida State University

Robert Haveman, La Follette School, University of Wisconsin-Madison
Robert P. Inman, Wharton School, University of Pennsylvania
Sanford M. Jacoby, UCLA

Alfred E. Kahn, Cornell University

*Daniel Kahneman, Princeton University

*Lawrence R. Klein, University of Pennsylvania

Gary A. Latanich, Arkansas State University

J. Paul Leigh, University of California, Davis

Peter Mieszkowski, Rice University

Peggy B. Musgrave, University of California-Santa Cruz
Richard A. Musgrave, Harvard University
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John Mutti, Grinnell College

Julie A. Nelson, Tufts University

Van Doorn Ooms, Committee for Economic Development
John L. Palmer, Maxwell School, Syracuse University
Jeffrey M. Perloff, University of California-Berkeley
George L. Perry, Brookings Institution

Karen Pfeifer, Smith College

Daniel Rees, University of Colorado-Denver

Michael Reich, University of California Berkeley
Trudi Renwick, Fiscal Policy Institute

**Thomas C. Schelling, University of Maryland

John Karl Scholz, University of Wisconsin-Madison
Stephanie Seguino, University of Vermont

Laurence Seidman, University of Delaware

Jonathan Skinner, Dartmouth College

+ Robert Solow, Massachusetts Institute of Technology
Thomas E. Weisskopf, University of Michigan

Michael Wiseman, George Washington University
Barbara Wolfe, University of Wisconsin-Madison
Tetsuji Yamada, Rutgers University

Michael Ye, St. Mary's College (MD)

* Winner, Nobel Prize for Economics
ok Former President, American Economic Association
+ Nobel Prize Winner and former AEA President

Contacts - Coalition for the Prevention of Alcohol Problems (CPAP):

Stacia Murphy, President George A. Hacker, Director
National Council on Alcohol Policies Project
Alcoholism and Drug Dependence Center for Science in the Public
22 Cortlandt Street, Suite 801 1875 Connecticut Avenue, NW
New York, NY 10007 Suite 300

Tel. (212) -269-7797 Washington, DC 20009

Tel. (202) 777-8343
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