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Alcohol consumption in Nepal is rising rapidly. Between 2013 and 2019, 

the share of men who drink rose from 28% to 34.4%, while rates of heavy 

episodic drinking nearly tripled among men — from 11.1% to 32.2%. 

Alcohol is a leading risk factor for noncommunicable diseases (NCDs), 

poor mental health, and injury.

This initiative advocates that Nepal should significantly increase 

specific volumetric excise rates across all beverage categories and 

enact statutory Consumer Price Index (CPI) indexation — so that the 

real value of the tax is maintained year-on-year without requiring a 

discretionary political decision at each budget cycle.

This works within Nepal's existing, well-designed specific excise 

framework. It requires no structural overhaul, no new administrative 

capacity, and no transition costs. It is the most direct path to meeting 

the WHO "3 by 35" target — a 50% real price increase by 2035.

2 Objective

REVENUE IS GROWING, BUT REAL TAX VALUE IS ERODING

Excise revenue from alcohol has grown 266% over nine years in nominal 

terms, from Rs. 96.3 billion (FY 2014/15) to Rs. 352.9 billion (FY 

2022/23). Beer has overtaken spirits as the largest revenue driver. Yet 

this nominal growth conceals a structural problem.

When tax hikes fall far below inflation, alcohol becomes progressively 

more affordable relative to income directly undermining the public health 

purpose of the tax.

THE SPECIFIC VOLUMETRIC STRUCTURE IS ALREADY THE 

RIGHT MODEL

Nepal's system is already de facto content-sensitive,  different per-litre

rates apply across ABV bands, achieving the progressive logic of an 

alcohol-content-based tax without requiring a structural overhaul.

WHO evidence confirms volumetric taxes are associated with lower price 

variability than ad valorem taxes, reducing consumer incentives to trade 

down to cheaper brands (WHO, 2023).

Volumetric taxes may be more effective than other types at preventing or 

delaying drinking initiation, particularly among young people, by raising 

the price floor on low-cost, low-strength products (WHO, 2023).

REGIONAL EVIDENCE CONFIRMS BOLD ACTION WORKS

Secondary Option:

A modest ad valorem levy of 25–50% on spirits only domestic and 

imported, could capture premium revenue a flat specific rate misses. 

Nepal already has a 2% luxury tax on imported alcohol and complex 

import duties. This is most useful after core rate increases are in place, 

and should not dilute the primary recommendation.

Nepal has a well-designed excise framework and a strong revenue base. 

What it lacks is rate level and a structural mechanism to maintain real 

prices over time.

Raising specific volumetric rates substantially and locking in real value 

through statutory CPI indexation is the single most effective action 

available.

It requires no new infrastructure, no transition period, no external support 

only a decision in the next budget cycle.

It will generate more revenue, reduce consumption, protect public health, 

and align Nepal with its WHO SAFER commitments.
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