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INTRODUCTION

Discussions of alcohol policy often start from the assumption that a balance has to be drawn between economic development and fiscal interests, on the one side, and problems of health and public order, on the other.   Often it is assumed that, just as health and order issues are on the negative side of the balance, economic development issues will be on the positive.  Recent years have brought a realization that, with respect to health, alcohol is not always on the negative side of the balance, as regular light drinking may reduce rates of heart disease among the middle-aged and older.  A more nuanced picture has thus emerged of the relation of drinking to public health.  However, the assumption that the development of alcohol production will always be on the positive side of the policy balance has not often been subjected to an equivalent critical examination.  The aim of this paper is to do that, in the particular context of the development of the alcohol supply in developing societies.  We argue that there are negatives as well as positives  for social and economic development, as well as for health and well-being, in developing the alcohol supply. 


This paper thus takes as a given that the net effects of alcohol on public health are adverse (Jernigan et al., 2000). Instead, our focus is on alcohol as a consumer product, and the ways in which its production, distribution and sale potentially interact with and affect economic and social development. 

MODES OF PRODUCTION OF ALCOHOLIC BEVERAGES


Alcoholic beverages come in many different types and strengths.  Traditional alcoholic beverages produced at home or by cottage industry, such as seven-day beer in Africa (sometimes called sorghum beer or opaque beer) and pulque in Mexico, often have a low alcohol content, at a level of 2% to 3%, although the level can be higher.  Industrially produced lager beers are typically sold with about 5% alcohol, table wines with about 12%, sake and other rice wines with about 18%, and distilled spirits with about 25-50% pure alcohol.  Depending on cultural practices, the beverages as actually consumed may be diluted from these strengths.


There are three principal modes of production of alcohol in the developing world today.  In many countries two or more of them coexist.  Home or cottage industry production remains important for traditional local beverages in Latin America, Asia and Africa.  This mode of production is used primarily for fermented beverages in Africa, both fermented and distilled spirits products in Latin America and Asia, and predominantly spirits in Eastern Europe.  Home or cottage industry production is decentralized, and it is often an important source of employment.  In many places, it is particularly important as a major source of income for female-headed households, which are otherwise greatly disadvantaged (see Colson and Scudder 1988; Maula 1997).  It is typically difficult to tax or to control the marketing of these products.  The output tends to have the lowest cost to the consumer per unit of alcohol, the lowest prestige value, and the least amount of advertising.  In fact, its primary mode of marketing is by word of mouth.


Occupying the other end of the market in developing and post-communist countries are facilities using relatively high levels of technology to produce European-style beverages, primarily lager beer.  Ownership of this mode of production is highly concentrated, with most facilities under the direct control of or joint ventures with a small group of transnational alcohol producers (Jernigan, 1997).  The finished products typically have the highest price per unit of alcohol, are the most heavily advertised, and have higher prestige value among consumers (with the highest prestige value often reserved for imported beverages).  


Alongside these contrasting modes of production can be found a third, industrialized production of traditional alcoholic beverages, e.g. opaque beer in southern Africa, pulque in Mexico, palm wine in West Africa, rice wines in eastern Asia, and arrack in western Asia.  This mode of production also includes localized production of indigenized spirits, such as Indian-Made Foreign Liquors (IMFL) in India,  and cane spirits in Latin America and the Caribbean.  The degree of concentration of this industry varies, from cottage industry to highly centralized and industrialized establishments.  The products typically have lower prices, less advertising and lower prestige than European-style products.  When they are marketed, they often compete primarily on the basis of price, and secondarily on the basis of quality and strength of the product (Jernigan, forthcoming a).

Production of European-style beverages in the developing world is primarily of beer and distilled spirits, and rarely of wine.  Exceptions include southern eastern Europe (Moldova, Bulgaria, Romania, Hungary, some parts of former Yugoslavia), Chile, Argentina and South Africa.

About 10% of the recorded production of alcoholic beverages enters international trade (WHO, 1999), accounting for about one-half of one percent of the total value of international trade.  Most of this trade is between developed countries.   Only one of the top 10 spirits-exporting countries, Mexico, qualifies as a developing country.  Mexico is also the only developing country among the ten leading beer exporting countries.  Chile is among the top ten wine exporting countries, but the other nine are developed or post-communist nations.

Except in a few island countries, then, most alcoholic beverages are domestically produced.  Conversely, in most countries, the largest part of alcoholic beverage production is sold on the home market.  Accordingly, any increase in production is likely to find much of its market domestically.  This is especially likely in the case of European-style beer, since only about 5 percent of beer production is traded internationally.

Apart from the production of alcoholic beverages, ethanol is also produced for fuel and for a variety of industrial uses.  But the product flows of alcoholic beverages and of other ethanol products are almost entirely separated.  This separation is usually enforced by regulation, reflecting safety, purity and esthetic concerns about the potability of nonbeverage alcohol, as well as concerns of authorities about revenue collection.

Alcoholic beverages that are sold are usually consumed, mostly in the same year as purchased (a small proportion of wine and spirits are held for later consumption).  For the most part, then, the level of consumption of alcoholic beverages is closely linked to the amounts produced, although when production or sales statistics are used as a surrogate for consumption in a society, corrections for imports and exports and for stocks held for aging are usual and desirable.

Particularly in developing societies, much alcoholic beverage production may not be recorded in the official statistics, since it is produced at home or as a cottage industry in the informal economy.  The size of unrecorded production may be estimated from agricultural inputs or from local customs, public health or police authorities (e.g., Partanen, 1991, pp. 46-50;  WHO, 1999), but the estimates tend to be very rough.  Increased industrial production of alcoholic beverages, recorded in the official statistics, often to some extent replaces this unrecorded production.  But this should not be assumed; consumption of the new production may to a greater or lesser extent be added onto existing consumption (Mäkelä et al., 1981:8-16).

In tribal and village societies, alcohol consumption has often been limited by restraints on the production of alcoholic beverages.  Production was often in batches and seasonal, dependent on the availability of local agricultural surplus.  Social customs also provided constraints: in much of Africa, for instance, the beer was traditionally consumed only by the men, but was produced only by the women (e.g., Moses, 1989).  Since most traditional alcoholic beverages spoiled quickly, the dominant pattern of drinking in such circumstances was of occasional fiesta drinking, i.e., communal drinking to intoxication -- indeed, until the supply was exhausted.

The shift to a market economy and industrial production tends to remove these supply restraints on drinking. In the transition to a market economy, drinkers find that the fiesta can now be every weekend, and the supply lasts as long as the drinker has money in his pocket.  In the first generation, at least, drinkers making this transition tend to keep up the pattern of drinking to intoxication, but do it much more frequently (e.g., Caetano and Medina Mora, 1988).

THE ECONOMIC IMPACTS OF ALCOHOL PRODUCTION

Alcohol production and trade can be of significant economic benefit to national economies.  To whom this benefit accrues will vary based on the prevalent mode of organization of alcohol production.  In industrialized countries, beverage industries (including alcoholic beverages) account for 2% of total manufacturing value added, whereas in developing countries the figure is almost double that.  However, alcohol's contribution to total production varies widely from country to country.  In Argentina and the Netherlands, for example, the alcohol industry alone generates about 3% of total manufacturing value added, while in Iran the share is as little as 0.07% (Hagbladde, 1987; UNIDO, 1998).  Alcohol production is growing in importance in developing economies, at a rate faster than in the developed world, though from a much lower base.  Between 1990 and 1995, the output growth rate amounted to 5.3% in developing countries, in contrast to 1.3% in industrialized countries (UNIDO, 1998).

Employment and income generation
The employment-generating effect of alcohol industries differs from country to country, and from beverage to beverage.  In the case of wine, production of which continues to be highly labour-intensive, the largest wine-producing countries tend to employ large numbers of people in wine production.  This puts countries like France at one end of the spectrum, with alcohol-related employment amounting to more than 10% of total population (Cavanagh, 1985), and other countries like Saudi Arabia, where alcohol consumption is banned for religious reasons, at the other end.

Countries that remain dominated by labor-intensive modes of production of other alcoholic beverages will also enjoy high levels of alcohol-generated employment.  For instance, a conservative estimate suggests that in Botswana at least 20 to 30% of rural households are regularly engaged in brewing traditional beers.  At least 90% of these beers are produced for sale (Kortteinen 1989).  Similarly, in the Gambia, where about 90% of alcohol consumed in the country is palm wine, the impact of its manufacturing and marketing on the regional economy is significant, as these activities constitute a major source of cash income and employment.  Limited evidence implies that indigenous production and distribution of traditional beers may provide, where it is prevalent, some degree of employment for 7 to 20% of the labor force (Haggblade, 1987).

However, industries evolve with time, and the alcohol industry is no exception.  As it evolves, there is likely to be a substantial decline in the numbers of people employed in alcohol production.  The first and in some cases the heaviest losers in terms of employment are the women who had been involved in home-brewing of traditional products.  As Colson and Scudder (1988) have documented in the Gwembe district of Zambia, as elsewhere in Africa, beer was traditionally made only by women and drunk only by men.  The beginnings of improved transport and a cash economy meant that women found they could earn substantial amounts by brewing beer for sale.  Then, when the transport got better, industrially-produced beer of the same type (chibuku) could be trucked in from Lusaka.  Now that the seller did not actually have to make it, the men took over the industry.  This meant that women lost doubly.  Not only could they no longer control their men's drinking at the supply end, but they also lost an important source of employment.

The technology of alcohol production continues to evolve, and in developed countries, and increasingly in the developing world, alcohol production is becoming a continuous process industry with considerable integration and automation.  Although there is still some requirement for manual labour on the production line, most of this is concentrated on the maintenance required for labour-saving machinery.  There is evidence that the significance of the alcohol industry as an absorber of abundant labour in developing countries is decreasing as the industry becomes more capital intensive.  For instance, when the ABC Brewery in Ghana was privatized in 1994, with the aid of World Bank Group investment, the number of jobs at the brewery fell from 718 to 350 (White and Bhatia, 1998).  When Asian Pacific Breweries replaced two older breweries with a new production plant in 1990, the total number of workers at the plant fell from more than 600 to 220 (Jernigan, forthcoming b).  Most of the jobs that remained were on the administrative and service side, while the entire computer-operated bottling line is now under the supervision of four workers.

As the demand for workers in alcohol production diminishes, job prospects differ for skilled and unskilled workers.  For example, the Trade Union Congress of the Philippines reported that the installation of labour-saving machinery displaced many rank-and-file workers due to redundancy or incompatibility of skills (ILO, 1984).  Similarly, workers in areas such as materials handling and packaging, where women predominate, are also being displaced (ILO, 1989).  On the other hand, the switch to a new technology offers a smaller number of jobs for skilled workers in quality control and maintenance.  This may offer opportunities for some previously unskilled workers, to the extent the alcohol industry upgrades its labour force and retrains existing workers (ILO, 1989).

Direct and indirect employment.   As alcohol production becomes more industrialized, employment in production of alcoholic beverages (direct employment) declines, while there is some increase in indirect employment in the supporting industries of packaging, advertising, and wholesale distribution.

But in retail sales for off-premise or on-premise consumption, the mode of production probably makes little difference in the number of jobs.  These jobs provide by far the largest pool of indirect employment.  Naert (1993) provides statistics on employment attributable to alcohol in 1990 in 12 countries in the European Union, amounting altogether to 2% of total civilian employment.  The estimated direct employment provided was 682,000 jobs, while 2.26 million indirect jobs were provided.  Almost 90% of the indirect employment jobs in these developed countries were in retail sales. Trends in these jobs are likely to be more strongly related to factors other than industrialization and other changes in the mode of production of alcoholic beverages.

One factor in this is likely to be the level of demand for alcoholic beverages.  However, most industries providing indirect employment depend only partially on alcohol.  For on-premises consumption, the drinker is typically paying in the price of a drink mostly for services and amenities. Levels of employment in the "hospitality industries" are influenced also by changing tastes in leisure and levels of affluence.  In Italy during the last decade, for instance, indirect employment from alcohol increased while alcohol consumption level was decreasing significantly (Lehto, 1995).

On the other hand, change in direct employment in alcoholic beverage production is relatively independent of consumption changes, but rather attributable to the technology and organization of alcohol production.  For example, in Ireland direct employment fell 45% between 1981 and 1991, whereas total consumption of alcohol changed less than 2% (Lehto, 1995).

The relation between direct employment and indirect employment attributable to production and sale of a commodity is commonly referred to as the multiplier effect.  In the context of developed societies, alcoholic beverages are normally considered a commodity with high multiplier effects, because of the low ratio of direct to indirect employment. The production of a commodity with high multiplier effects is usually seen as promoting economic growth through a high level of interaction with forward and backward linkages.  A study of output multipliers in Pacific Basin Region by Park (1989) indicates that the food, beverage and tobacco industries generally have higher multiplier effects than other manufacturing industries, which was interpreted to mean that they have large employment effects.

However, it is easy to slide from the concept of a multiplier effect as a ratio of direct to indirect employment to presumptions about directions of cause and change.  As a ratio, the multiplier effect for alcoholic beverages is increasing in many developing countries primarily because the process of industrialization reduces the employment in manufacturing alcoholic beverages, while the service jobs in retail sales of alcohol may be little affected.  The net result of a greatly increased multiplier effect in this circumstance will probably be a drop in total employment.  The surplus labour of those who used to be employed in alcohol production will be available for other purposes, but this may not be socially beneficial, given the levels of unemployment in many developing societies.

The most likely impact of industrialization of alcohol production, then, is a reduction of direct employment in alcoholic beverage production.   In some societies, notably in Africa, the loss of employment is likely to fall most heavily on women, and particularly women heading single-parent families (Colson and Scudder, 1988; Partanen, 1991; Maula, 1997).  Alcohol's indirect linkages may provide some additional stimulus for employment expansion in other sectors of the economy, but this stimulus will often reflect an increase in alcohol consumption, which carries adverse implications for public health. 

Wages.  The wages associated with alcoholic beverage production and distribution cover a wide range, and it is not clear whether increased alcohol production tends to increase or lower wages.  Detailed global statistics on wages in the alcohol industry are not readily available.  However, they may be approximated by the wages in the food industry, which includes alcoholic beverages.  According to UNIDO the wages per employee per year range from 400 US dollars in Nepal to 31,000 US dollars in the Netherlands.  In the majority of developing countries the wages are below five thousand US dollars, in contrast to over ten thousand US dollars in some upper-middle income countries (UNIDO, 1998).

In the U.S., the wages for production workers in the alcohol industry are higher than the average of all manufacturing industries, and have risen in recent years.  Wages in the indirect employment associated with alcoholic beverages, however, are much lower.  Given the wide range of wages in the food industry internationally, there is no guarantee that this picture applies  in developing countries.  Nevertheless, as industrialization proceeds and employment in the alcohol industry falls, wage levels are likely to rise for those still employed in producing alcoholic beverages.

Government revenue
Alcoholic beverages are often an important source of government revenue.  In many countries the government levies a sales tax, an excise tax, and a corporate tax on the alcohol trade, and some countries add other special levies as well.  Although the share of tax revenue generated from alcohol in total tax revenue varies from country to country, some countries rely more heavily on these sources.  While on average only 2.4% of tax revenue comes from alcoholic beverages in the European Union (Naert, 1993), in Estonia approximately 10% of the 1995 national budget was generated through excise and sales tax revenues from alcohol (Jernigan, 1997), and duties on alcohol made up as much as 23% of some Indian states total revenues in 1995-1996 (Bloomberg News, 1997).  In general, taxes on alcoholic beverages were a much more important source of revenue in developed countries before the advent of the income tax, and remain an important source of revenue in many developing countries.

In theory, high taxes on alcohol may be justified on three bases:  public health, economic efficiency and revenue raising (Grossman et al., 1993).  From a public health point of view, high taxes may be accepted as an instrument to curtail alcohol consumption, since heavy or abusive alcohol drinking has harmful effects on health.  From an economic efficiency point of view, the government may wish to impose high taxes to correct for negative externalities, that is, costs associated with alcohol consumption not accounted for in the price system.  Such costs are generated by drinkers but may not be borne by them, and include excess death, violence, crime, accidents on the road and expenditure on health care costs.  The government may design the structure of taxes to internalize these externalities and to ensure that the full social costs are reflected in the price charged for alcohol.  Finally, from the point of view of raising revenue by taxing a nonessential commodity, high tax rates may be supported if alcohol consumption is relatively inelastic with respect to price, and if the government exercises a reasonably high level of control over the alcohol supply.  Particularly in the short run, the price elasticity of alcohol is relatively low (Grossman et al., 1993; Edwards et al., 1994, pp. 109-124).  Selvanathan (1991) found that beer, wine and spirits were all price inelastic, with beer categorized as a necessity in the countries studied.  In practice, the most inelastic beverage will vary by country and culture; for example, in predominantly wine-drinking countries, wine will likely be the most inelastic.

Although these three justifications for alcohol taxes can be complementary, they may conflict with each other as well.  The pursuit of revenue may compromise the goals of both public health and economic efficiency.  In Poland, alcohol production by state enterprises was increased almost 3-fold between 1970 and the early 1980s as a way of raising much-needed government revenue.  In 1984, the turnover tax collected from sales of spirits accounted for 50% of the total turnover tax from 500 top Polish firms (Florkowski and McNamara, 1992).  In Russia, where 2.2 billion liters or $7 billion worth of vodka is consumed each year, the government is counting on excise taxes on it to generate about 5% of its total revenue (Andrews, 1997).  A 45% decline in vodka production by legal manufacturers in 1995 hurt the government purse as much as the vodka industry.  This prompted the government to shore up the industry to boost its own budget (Matlack, 1996).

Many governments thus rely on alcohol taxes primarily as a source of revenue.  Alcohol taxes are a useful public finance instrument, given the relatively low price elasticities of alcoholic beverages.  However, the principal condition for revenue collection, effective jurisdiction over the alcohol supply by the state, is often not met in developing countries, thus limiting alcohol's effectiveness as a tool for revenue generation.  For instance, Zimbabwe in 1995 raised and then had to lower its beer tax when consumer migration to the cheaper and readily available illegal supply caused a net drop in alcohol tax revenues (Jernigan, 1999).

Quality improvements
Another potential benefit of alcohol industries in developing countries is the ability to ensure consistent quality in the alcohol supply.  Periodic news accounts carry heart-rending stories of multiple deaths, mostly in developing countries, from batches of heavily adulterated alcoholic beverages, usually illicitly produced (e.g., Manor, 1993).  Stories abound about what may be added to such beverages to increase their strength.  The young Namibian women who were Skjelmerud's (1999) informants, for instance, believed that additives to tombo, a local home-brew, included not only tobacco and distilled spirits but also battery acid and chicken heads.  However, industrial production methods may also introduce impurities, as happened in Quebec in the 1960s when cobalt added to beer to give it a better head caused an increase in heart disease (Mercier and Patry, 1967; Geninatti et al., 1985).

Both quality ingredients and technologies to ensure product freshness (especially in the case of beer) can be of great benefit to consumers.  At the same time, quality improvements should not be taken for granted.  In settings where there are no requirements for ingredient labelling on alcoholic beverage containers (as is the case in many countries), there are no barriers to including questionable ingredients that are not immediately and obviously noxious.

The problems from impurities in alcohol are easily exaggerated, and there are frequently interested parties to encourage the exaggerations.  A main argument of legal producers against illicit production, for instance, is usually the health problems from the illicit product.  Industrial producers likewise use the argument against home and cottage-industry production.  Where there is ambivalence about drinking, a common solution to reduce cognitive dissonance is to separate alcoholic beverages into two types: good alcohol and bad alcohol.  In policymaking, it is therefore appropriate to ask closely about the magnitude of the problem, and to weigh this against the problems from an increased supply of alcoholic beverages which a solution to the problem may entail.

Sourcing of inputs and balance of payment issues
Some governments advocate domestic production of alcohol both as a means of generating employment and as a way to improve the balance of payments.  Although both import substitution and export promotion have a beneficial impact on employment, import substitution is constrained by the size of the domestic market, while in theory export growth is relatively unconstrained.  Exports also have the advantage, in the case of alcohol, that the economic benefit does not come with the offsetting social and health problems which a new increase in domestic sales is likely to bring.

But an export-oriented policy may not be feasible for alcoholic beverages in most developing countries.  Although alcohol is an exportable good, low-value alcohol is not generally suitable for long-distance trade, due to high transportation costs relative to manufacturing value added.  As noted, most beer is consumed in the country of origin, and most international trade of other alcoholic drinks, especially from developing to industrialized countries, is also limited, in part  because of various trade barriers imposed by the industrialized countries.  Moreover, in general, only high quality alcohol is traded, which may not apply to drinks produced in developing countries.  For the above reasons, success stories of export-led economic growth, as in the case of Argentina and Chile, are rare among developing countries.  Mexico, with a large developed-country market next door, is the main example of a successful developing-country exporter of beer and spirits.

Furthermore, some of the apparent benefits to the balance of payments of increasing domestic production of alcohol may be ephemeral, since the ingredients are often not local. 

The hops used in beer come mostly from three growing areas -- Germany, the United States and Australia.   Kortteinen's (1986) research indicates that, despite efforts at local production, imports of barley and malt from developed to developing countries increased significantly from the 1960s to the 1980s, undermining claims that establishment of local lager-beer breweries would assist with countries' balance of payments problems. 

Multinational corporations and technology transfer
Multinational corporations (MNCs) have made substantial inroads into the alcohol markets in developing countries in recent years, primarily through capital flows via licensing agreements, joint ventures and implantation abroad of subsidiaries (Jernigan 1997).  It is often argued that this spread will have a favourable impact on economic development by facilitating technology and skills transfers and the introduction of modern business management and production methods.  The alcohol industry, along with the food and non-alcoholic beverage industries, used to require relatively low production skills and technologies.  The alcohol industry was thus often in the past on the leading edge of introducing new manufacturing techniques and organizational skills.

          However, nowadays the alcohol industry, and especially the brewing industry, offers much less industrial job creation, because of the use of labour-saving machinery.  As argued above, the introduction and promotion of industrial production by MNCs is likely to reduce employment as commercial beverages displace beverages produced by cottage and small enterprises.


The importance of MNCs in alcohol markets in the developing world means that the degree of foreign control over production and marketing is likely to be high.  Global brewers have their own recipes, which they license to their own local subsidiaries or those of global competitors.  Production is often supervised by foreign nationals, and most product development is done abroad as well.  Much of the product advertising is also sourced globally, and even when produced locally, is likely to be the product of local affiliates of the major global advertising agencies.  Part of the reason for this is that, particularly in the case of beer, the product's image is its strongest distinguishing feature.  Control over image becomes as important as control over the recipe and technology.  The size of the largest transnational alcohol producers helps them to maintain their market dominance, as the heavy reliance on advertising and marketing gives the largest firms a substantial cost per unit advantage.  

Moreover, positive effects on employment from MNC plants and joint ventures may be undermined by the fact that skilled jobs are often reserved for expatriates, and research and development activities are highly concentrated in the MNCs' home countries.  For example, indigenous capability has been developed in Nigeria in activities in the production process, but not in research and development or in design and engineering.  As a result, Nigeria still depends on foreign expertise to build breweries (Akpakpan, 1986). 

The use of turn-key technologies is likely to increase this dependence.  This term refers to the practice of importing whole assemblages of equipment, ready to function as a complete production line at the turn of a key.  The greatest disadvantage of such technology is that it prevents indigenous personnel from participating in various stages of industry development and therefore from acquiring the relevant skills.  For instance, in Nigeria, despite its long experience in industrial brewing, the industry has relied heavily on expatriate personnel for technological control, engineering and technical matters.  As a consequence, Nigeria has failed to develop a capital goods industry to improve existing breweries and create new ones.  Similarly, when Singapore's Asian Pacific Breweries modernized its joint venture brewery in Malaysia, the improvements in brewing technology were imported from the parent company in Europe, while the important position of brewmaster remained in the hands of a Dutch national (Jernigan, forthcoming b).

Interaction with packaging and distribution networks
Lager beers generally have a shelf life of six months, while opaque beers often must be consumed within 36 hours of production, or they will ferment to a degree of sourness that renders them undrinkable.  Because of this, beer industries in particular can contribute to the development of improved transport and distribution networks.  For instance, Chibuku Breweries is Zimbabwe's principal industrial brewer of sorghum beer, which spoils within days of its production.  Despite its sixteen production plants spread nationwide, the company still pressed for road improvements in order to be able to deliver its products to the nation's beerhalls before they spoiled. The company also assisted the country in the transition from paper to plastic packaging, driven again by the need for a dependable supply of packaging that would protect its product from the damaging light of the sun.  Further south, South African Breweries helped to create the largest single bloc of small black entrepreneurs in the post-apartheid era when it sold its distribution trucks to the black African drivers.  Such linkages do offer examples of development impacts of alcohol production spreading more widely in an economy.

Other economic impacts


In recent decades, the promotion of tourism as a means of economic development has become increasingly important in many developing societies, as well as in the developed world.  In some small societies, tourism is a dominant or major industry, and anything which can be promoted as helping tourism will have substantial political support.  The promotion of tourism is often used as an argument for increasing the supply and availability of alcoholic beverages. 


However, there is little evidence one way or another on whether and how tourism is affected by the alcohol supply and alcohol controls (Mosher and Ralston, 1982).  Meanwhile, it has been argued that in tourism-oriented societies, the "demonstration effect" from tourists may have adverse effects on the local population, by providing "a role model to emulate -- someone who is constantly playing and drinking and never seems to work" (Beaubrun, 1975).  Successful arguments from tourist industry interests for greater availability and lower taxes may have their primary effect on the local population, rather than on tourists.  Thus, Mauritius reduced its alcohol taxes in 1994 under pressure from the tourist industry.  But the tourist hotels did not lower the price of their drinks, and the primary end result appears to have been increased consumption and alcohol-related problems in the local population (Room et al., forthcoming).  

In an era of privatization of state-owned industries, alcohol production enterprises  have often played the role of a first or opening form of foreign direct investment, the success of which may demonstrate to other potential investors the stability, suitability and potential profitability of further investment in the country.  However, this leading edge role must be weighed against the existing situation in the country regarding alcohol use.  If the society already has serious problems from heavy drinking, as, for example, Moldova and Romania do, with the highest and third highest rates globally of cirrhosis mortality (WHO, 1999), then this positive role must be measured against the potential exacerbation of an already compromised health situation.

THE NET CONTRIBUTION TO DEVELOPMENT -- AN UNANSWERED QUESTION

There are currently two constituencies dealing with the issue of alcohol's net contribution to development, and to date there has been little communication between the two. On the one hand, international financial or development agencies have, with little exception until recently, tended to act towards alcohol as they would in relation to any other commodity, disregarding the possibility that alcohol might have any particular health or safety risks or costs to the society.  (The Multilateral Investment Guarantee Agency, an arm of the World Bank and a guarantor of private investments, is an exception to this, in that it has historically rejected guarantees on investments in distilled spirits, but not beer or wine.)  The influence of these institutions, and of the neo-classical economic assumptions that they  espouse, have increased over the past decade, as each new wave of economic crises has forced national governments to look to international bodies such as the World Bank and the International Monetary Fund for assistance.  Until recently, these bodies have advocated and supported the elimination of government monopolies in alcohol production and retailing, with no allowance for any current or potential public health role such monopolies might play. 

For example, in Zimbabwe, in the year following privatization of the capital city Harare's beer halls, the new private company responsible for the beer halls constructed three new ones, all in the "high-density" lower income areas already hardest hit by the effects of heavy alcohol use (Jernigan, 1997). There were no evaluations planned or in process regarding the public health effects of such a major change in alcohol availability, and in the data vacuum, the global financial agencies continued to advocate privatization.  With a similar lack of evaluation, the Danish Industrialization Fund for Developing Countries has backed the construction of breweries in Viet Nam and Paraguay (Jernigan 1997).

An exception to this trend among global financial institutions is the World Bank’s recent examination and reconsideration of its role in investment in alcohol.  In 2000, the Bank published the draft of a Note setting a new set of standards for alcohol investments.  The Note recognizes such investments as “highly sensitive”, and mandates that its staff be “highly selective” in approving them, supporting only those projects “with strong developmental impacts which are consistent with public health issues and social policy concerns.”  (World Bank Group, 2000)  

Such determinations will presumably require more detailed evaluation of the health and development impacts of alcohol investments in the future.   In the public health literature, on the other hand, there have been discussions arguing that alcohol may be harmful to economic development, and no shortage of calls for caution (e.g., Curry, 1988, 1993; Molamu and Mbere,1990; Saxena, 1997; Samarasinghe, 1995).  But empirically-based assessments of the net contribution, positive or negative, of alcoholic beverages to development have been few and far between. 


Systematic attempts to apply social science methods to the question of alcohol's role in development include Skog's (1986) time-series analysis of Norway's economic development from 1865 to 1982.  This showed that increases in personal incomes had positive effects on alcohol consumption, but that these effects were by no means inevitable.  Such factors as increased prices and taxes, political control measures, reduced alcohol availability and periods of unemployment on the one hand, and liberal attitudes towards alcohol and changing conceptions of alcohol problems on the other, were important mediating factors.  

As we have already described, Colson and Scudder (1988) used in-depth ethnography over an extended period of time to describe the interplay of economic development and alcohol use and problems in southern Zambia.  Alderete (1997) combined statistical and ethnographic methods to study the impact of urbanization on Argentina's indigenous Kolla nation, documenting an increase in problem drinking among both men and women in the urban areas.  Though there is no quantified assessment of gains against losses in such analyses, they offer valuable documentation of the fact that there are both winners and losers in the often-linked processes of development of the local economy and of the alcohol market, underlining that the frame of analysis, and who is included in it, will make a great difference in any assessment.  Gipey (1982) made an attempt, rare for any society, at a cost-benefit analysis of the advent of alcohol in Papua New Guinea.  Under one set of assumptions, the benefits outweighed the costs, while the reverse was true with another set of assumptions.  "Because the methodology used was partial" and the assumptions behind the figures "questionable", he concluded that he would not take either conclusion seriously.  But he acknowledged  "a nagging suspicion" that if a complete study could be done, the costs would outweigh the benefits.

Working out a viable and accepted methodology for assessing the net contribution to economic and social development in a developing society of the commercialization, industrialization, and globalization of alcoholic beverages thus remains a task for the future.   But our analysis above of the potential economic impacts does offer one clear lesson for such an analysis.  It is often assumed that factors associated with the alcohol supply -- whether they be employment, industrialization, or contribution to the gross national product -- automatically count on the positive side of the balance, just as it used to be assumed that the effects of alcohol on health would automatically count on the negative side.  But our analsysi suggests that the alcohol supply’s contributions to economic and social development are not always on the positive side -- particularly when consideration is given to alternative uses of the capital and human resources devoted to alcohol production and distribution.

CONCLUSIONS

The industrialization of alcohol production thus brings both losses and gains for economic development, and it should not be a matter of assumption that its net effect in the economy is to reduce poverty and improve living standards.  Rather, the balance should be carefully assessed on an empirical basis for each particular circumstance.  Just as there may be health and social benefits to drinking to balance against the adverse consequences, there are adverse economic effects to balance against the economic or development gains.

There may be health benefits from replacing cottage-produced by industrially-produced alcohol in terms of the purity of the product.  However, these benefits should also be empirically verified, since they can easily be overstated.  From a government's point of view, the main benefit of industrialization of production is that it makes it much easier to control the market, and in particular to collect taxes on alcoholic beverages.  The main adverse consequences of industrialization and centralization of production stem from the increased promotion and sales which may accompany this, which are likely to result in increased rates of adverse health and social consequences of drinking.

The process of development tends to bring an increased supply of alcohol and new methods of promoting its sale, on the one hand, and on the other hand increased demands for attention and sobriety, e.g. in motorized traffic or on the production line.  As part of their social and health policies, most developed societies have built systems of regulation of the alcohol market to bridge this gap.  These regulations tend to be more stringent in those developed societies where intoxication is part of customary drinking patterns.  Such drinking patterns are also the case in much of the developing world.  Evaluation studies have demonstrated that measures that restrict and channel sales and consumption of alcohol can be effective in holding down or reducing rates of alcohol-related problems, including externalities as well as internalized problems.  Effective measures include taxation to limit consumption levels, limits on the times and conditions of alcoholic beverage sales or service, minimum-age limits, and drinking-driving countermeasures. Government monopolies of all or part of the retail or wholesale market have often been effective mechanisms for implementing alcohol control measures while ensuring equitable availability. Limits on advertising and promotion have also been a common regulatory measure, and may be symbolically important though their short-term effectiveness is more in question.  

Many developing societies have little in the way of such state regulatory structures, leaving a large gap as industrialization processes bypass old systems of social control at a personal and local level.   In a global climate emphasizing free and unrestricted  trade as a transcendent value, the alcohol regulatory structures which do exist have been under attack in both developing and developed societies.  There is a need for taking into account in trade agreements and disputes, and in international thinking on economic development, the potential health and social benefits from national or local regulation or interventions in alcohol markets, despite the restrictions of free trade which may be involved.   

Taxes on alcoholic beverages are a potentially important source of government revenue in developing societies, and they also serve the interests of correcting market imperfections and of improving public health. It is clear that governments in developing societies have often had difficulties in enforcing and collecting these taxes, and there is little published guidance on different types of alcohol taxes and methods for collecting them.  More systematic information needs to be developed on a global basis on the fiscal role of alcoholic beverages.  Guidelines and training materials on methods of collecting taxes on alcoholic beverages, and controlling the supply of untaxed alcohol, need to be developed, disseminated and implemented.

 Decisions by international development agencies on investment in alcoholic beverage production or distribution should take into consideration both economic and public health factors.  These include: the net contribution to national development and living standards from the project for which investment is proposed, taking into account negative as well as positive economic factors;  the potential for the project to increase or decrease the net adverse social and health consequences of drinking in the society; and the extent to which market regulatory structures and other programs to limit the harm from alcoholic beverages are developed and effective in the society.  When indicated, approval of the investment might be conditioned on provisions for improving such structures and programs. 

To improve such decision-making, as well as for purposes of public health planning and priority-setting, there is an urgent need for:  the development of indicators of social and health consequences of drinking appropriate to developing societies, and the implementation of these indicators; studies of the relationship of drinking patterns and circumstances to alcohol problems in developing societies; studies of the impact of alcohol taxes on alcohol consumption and problems in developing societies; studies in developing society contexts of the effectiveness of regulatory and other measures to limit the social and health harm from drinking; and training in developing countries on effective monitoring and control of alcohol problems.
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THE AMBIGUOUS ROLE OF ALCOHOL IN ECONOMIC AND SOCIAL DEVELOPMENT

Robin Room and David Jernigan


An increased and industrialized alcohol supply in a developing society is usually assumed to have positive effects on economic development, although it may be recognized that the effects for public health and order will be negative.  There has been little attention to the potential for negative effects also on the economic side.   The paper directs attention to such factors as unemployment for cottage producers (often female heads of household) and reduced industrial employment as highly-automated "turnkey" brewers are installed.  On the other hand, changes in the mode of production of alcoholic beverages may have little impact on the much larger workforce involved in serving or selling alcohol in retail trade. The net contribution of an increased and industrialized alcohol supply in terms of economic development is unclear.  But industrialization and development bring with them increased demands for attention and sobriety, e.g., in motorized traffic and on the production line, which increased drinking may undercut.  Decisions by international development agencies on investment in alcohol production and distribution should take account of both the positive and negative impacts on economic development as well as on public health.  In line with this, the World Bank has recently decided to invest in alcohol industry projects only when there is a strong positive development impact and the project is "consistent with public health issues and social policy concerns." 

� This article has benefitted from collaborative discussions with colleagues in the Alcohol Policies in Developing Societies project (Marshall and Riley, 1999; Room et al., forthcoming) and at the World Bank.  The section of this article titled “The Economic Impacts of Alcohol Production” draws, with permission, on an unpublished working report prepared by Naoko Watanabe of the World Bank.  However, it does not necessarily represent the views of the World Bank, its Executive Directors or the countries they represent.
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