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The problem

• Alcohol consumption in the Americas is well above world 
averages, with 17.4 gr of pure alcohol (vs 13.9 gr for the world) 
in 2016.

• There is a scarcity of studies for LAC countries on how 
taxes/prices affect demand of alcoholic beverages.

• In general, studies (mostly from developed countries) show 
that own-price elasticity is around -0.7. It’s difficult to compare 
elasticities that are estimated on different beverages/groups of 
population (heavy drinkers, youths, etc)
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The data

• We use publicly available Household Expenditure Surveys (HES) 
for Argentina (2017-18), Chile (2016-17), Costa Rica (2018-19), 
Honduras (2004), and Uruguay (2016-17).

• All HES contain information on consumption by type of 
beverages (in local currency and milliliters), and several 
sociodemographic variables (HH size and composition, age, 
gender and education level for HH head, area of residence, 
etc.).

• Only alcoholic beverages consumed off-premises were 
considered.
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The data
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The data
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The model
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The results
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1: Coefficient estimate is upper value; standard error is lower value

*: Significance at 10%; **: Significance at 5%; ***: Significance at 1%



Some implications

• The results clearly show that raising alcohol taxes can have a 

tremendous impact on public health in many countries in Latin 
America.

• A key assumption for this is that alcohol manufacturers pass to 

consumers the increase in tax. On this, the evidence for developed 
countries is mixed and would point towards producers under shifting 
or fully passing taxes of relatively cheaper beverages while shifting 
them for more expensive one.

• It is likely that the market concentration, which tends to be higher in 

developing countries, increases the pass-through rate.
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Some implications

• In terms of expenditure elasticities (or income elasticities) there is 

much less evidence though a systematic review found that such 
elasticity is around 0.5.

• The results presented here are all statistically significant and higher, 

pointing towards alcohol being a normal good (expenditure elasticity 
is positive) and with a demand that would increase almost 
proportionally to the increase in households’ budgets.

• In a context of economic growth (i.e., increasing salaries and 

incomes) this would imply higher demand for alcohol even if prices, 
advertisement, availability, etc. do not change. In the case of Latin 
American countries there is evidence that this is what happened 
recently (pre-pandemic).

Evidence to Action: Building a Framework for Change
September 14-16, 2022    Arlington, VA



The case of Chile
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Thank you!

guillermo.paraje@uai.cl

Twitter: @grparaje
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