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THE ATTACHED TRANSCRIPT WAS TYPED FROM A RECORDING AND NOT 

COPIED FROM AN ORIGINAL SCRIPT.  BECAUSE OF THE RISK OF MISHEARING 

AND THE DIFFICULTY IN SOME CASES OF IDENTIFYING INDIVIDUAL 

SPEAKERS, THE BBC CANNOT VOUCH FOR ITS COMPLETE ACCURACY. 

 

“FILE ON 4” 

 

Transmission:  Tuesday 9
th

 October 2012 

Repeat:  Sunday 14
th

 October 2012 

 

Producer:  Paul Grant 

Reporter:  Allan Urry 

Editor:  David Ross 

 

ACTUALITY IN DOVER 

 

URRY: The entrance to the port of Dover, where road freight is 

heading across the Channel.  Going past me here just a very small percentage of the nearly 

two million lorries that are handled by this port every year.  Among them will be containers 

of illicit alcohol – alcohol, which we’re now told is flooding Britain.  This is no longer an 

illegal trade run by men in white vans.  This is organised crime on an industrial scale.  It’s 

fuelling cheap prices on the high street but costing the Exchequer more than a £1 billion a 

year.  Tonight File on4 investigates the duty fraud market in booze.  The head of Britain’s 

biggest off licence chain says there are places where setting up shop is no longer viable. 

 

WEBB: There are certain areas of the country, because of our 

experiences over a number of years, which de facto are no go areas for any legal, decent and 

honest retailer.  Anybody who goes in there will be faced with this competition from duty 

fraud and, to be brutally honest is that it’s not dealable with. 

 

URRY: Our investigation examines the complex supply chain 

for alcohol.  It’s supposed to be tightly regulated, but we hear it’s a place where criminal 

gangs and paramilitaries are thriving. 
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SIGNATURE TUNE 

 

ACTUALITY WITH HELICOPTER 

 

MAN 1: .... we can see the pallets, they’ve opened up the rear of 

the van, rear of the lorry now.  There’s somebody in a beige top, blue jeans messing around 

with the pallets on the back. 

 

URRY: A police helicopter spying on a bootleg vodka factory, 

hidden in the depths of the Leicestershire countryside. This is the sort of product people think 

of when illicit alcohol is mentioned. 

 

MAN 2: Is it in one of these four barns or something down 

there? 

 

MAN 1: Yeah.  You know where you lost it on that junction?  

There’s a load of barns, isn’t there, on the left hand side?  They’ve obviously done a sharp 

left into where the barns are.  We’ve identified which building it is .... 

 

URRY: The place was so remote, it was hard to keep it under 

surveillance by the agency leading the investigation, HM Revenue and Customs.  The police 

eye in the sky was able to track the movements of the gang operating from farm buildings, so 

raids could take place on the ground. 

 

MAN 1: ... can see now there’s a white LDV van there as well, 

probably a small three and a half tonner, that’s got its van doors open as we speak.  They’re 

not paying any attention to us whatsoever and we’re .... 

 

PEARCE: What we actually found was, in effect, a fully 

automated plant.  An automated machine for filling the bottles, an automated capping 

machine also to give a highly professional look.  It was a full scale factory, albeit on a smaller 

scale to what you would see with genuine distillers. 
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URRY: According to HMRC’s Ian Pearce, the gang were 

treating huge volumes of industrial alcohol to try to make it seem like vodka. 

 

PEARCE: If you imagine methylated spirit, so it’s spirit and 

purple in colour, used for industrial purpose, we found 74,000 litres of that.  Header tanks, for 

which the spirit was decanted into.  Cleansing equipment, filtering equipment, bleaching 

equipment, because bleach was used to take the purple dye out of the industrial alcohol to 

make it clear, as vodka would ordinarily be. 

 

URRY: Isn’t bleach dangerous to people? 

 

PEARCE: Yes, bleach is dangerous, but it’s fair to point out it 

was used in a very small quantity, just enough to take the colour. 

 

URRY: When you looked at a bottle then, what is it they were 

doing to try to replicate the real brand? 

 

PEARCE: The labels were professionally printed, the bottles were 

made to look like ... vodka bottles and even the caps were counterfeited, very very similar.  

To an innocent bystander it would appear the real deal. 

 

URRY: Ten people were arrested. The principal gang member 

was Kevin Eddishaw, a 55 year old from Nottinghamshire, who HMRC describe as an 

organised criminal of the highest calibre. Eddishaw and four others were jailed last 

November for a total of seventeen years.  The authorities established that the gang had 

already sold onto the wholesale market, 165,000 bottles of fake vodka.  

 

PEARCE: There were seizures from local corner shops in South 

Wales, in London, in Salford, in Glasgow in actual fact as well, so nationwide distribution of 

some type, but also the single seizure of 5,000 bottles in Blackpool, which was actually going 

to, in effect, a wholesale distribution unit. 

 

URRY: It looks as if they were trying to go legitimate then? 
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PEARCE: Every indication they were trying to give the 

impression of a genuine business, and every indication that they were going to trade on the 

wholesale markets.  They are at the top end of organised crime, and certainly in the 

investigation that gave rise to this case, there was evidence of drugs peddling activity as well 

as tobacco and indeed firearms were seized.  We are talking on an industrial scale, huge sums 

of money and violence starting to creep in as well. 

 

URRY: How much money has been lost to the Exchequer 

through the activities of this gang? 

 

PEARCE: In this particular case, just basing it on the materials 

that we’ve found and can show, we’re talking about £1.5 million of revenue loss.  It’s likely 

to actually be far larger than that. 

 

URRY: In this case, an industrial chemist from Poland was 

hired to make the end product, and there’s evidence to suggest bootlegging vodka is being 

masterminded abroad by Eastern European criminals, who’ve already established the know 

how in their own countries, where the spirit is even more popular.  One is facing extradition 

to the UK to stand trial. Because it’s a crime which largely remains hidden, it’s not clear how 

much the counterfeiting costs the Chancellor in lost taxes, but it will add to the vast amounts 

he’s losing to smugglers, trading in the real thing but dodging the duty.  HMRC have 

calculated that 28,000 lorry loads of beer alone are being smuggled into the UK every year. 

According to Andy Leggett, the Department’s deputy director of alcohol strategy and tax, 

that’s a lot of lost revenue.  

 

LEGGETT: Our most cautious estimates suggest we’re losing 

upwards of £500 million a year.  Our top end estimates say it could be up to £1.2 billion a 

year. The way the fraud works is it’s driven by strong demand of popular cans of lager, so the 

mainstream brands you’ll see on your supermarket shelves.  The fraudsters gain access to 

those UK produced products in very large volumes and they ship them abroad to move them 

out of the UK jurisdiction, duty unpaid, and then smuggle them back into the UK duty unpaid 

so that’s the very basic fraud that happens.  
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URRY: HMRC have been asked to come up with estimates for 

wine, but so far they’ve been unable to do so, they say because it’s a much more complex 

market.  Nevertheless, trade intelligence suggests wine smuggling is on a par with what’s 

happening with beer.  This is all pushing street prices downwards.  Criminals know if they 

can avoid paying the high UK duty rates, they can sell at low prices and still make big profits. 

 

ACTUALITY OF CAR STARTING AND DRIVING AWAY 

 

URRY: File on 4 is on the trail of an outfit suspected of doing 

just that. 

 

ACTUALITY OF SAT NAV 

 

SAT NAV: Take the exit, then go left at the roundabout .... 

 

URRY: A cash and carry booze warehouse.  Those in the 

legitimate industry are suspicious about this place, and they’ve been keeping an eye on it. 

  

BIELBY: We’ve seen from our members a lot of offers being 

sent to them direct or via their website on alcohol that’s substantially lower than the price at 

which legitimate wholesalers can actually buy direct from the manufacturer, so they’re 

selling products to retailers at lower than the price that they’re actually available for on the 

open market.  It’s not the first time we’ve been pushed in that direction, so we’re going to go 

and have a look and see what it’s all about. 

 

URRY: With us in the car is James Bielby from the Federation 

of Wholesale Distributors, who is concerned that more and more of these suspect cash and 

carries are springing up.  We’re on the outskirts of Greater Manchester. 

We’re going to turn into this bit of an industrial estate here.  Is this the sort of area you’d 

usually expect to find a cash and carry? 
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BIELBY: Cash and carries are usually slightly better signposted 

than this.  We can’t really see where it is, even though we know we’re very near.  There’s no 

real indication that there’s a depot nearby.  Normally it would be much bigger and it would 

be much more obvious to any retail customer. 

 

URRY: Because you want people to come in, don’t you? 

 

BIELBY: Of course, yes, indeed. 

 

URRY: So we’ve just gone past it.  Now what were your first 

impressions? 

 

BIELBY: Well, what we can see here is a very small depot, no 

signposting, and interestingly enough, nowhere for customers to park at the front. 

 

URRY: Well, we’re going to pull over now and go in and see if 

we can find out a little bit more about the setup inside. 

Posing as potential buyers we took a quick look round the warehouse and talked to staff about 

deals, and then we got back in the car. 

 

ACTUALITY OF CAR DOOR CLOSING 

 

URRY: Well, we spent five or six minutes in there having a 

look around at the prices and generally seeing what the setup was.  What did you make of 

what you saw? 

 

BIELBY: I thought it was interesting when we went in there, 

there wasn’t a lot of stock, there was a lot of empty shelves, and when we actually spoke to 

the manager and people working there, they said, ‘Well yes, it’s a quiet day today, but we can 

get you anything you want.’  That was interesting to see that they actually quite freely and 

quickly agreed to trade with us.  They had no real desire to see the legitimate nature of our 

business.  They’re not legitimate wholesalers.  They’re a clearing house for duty fraud 

product.  If you went into a legitimate wholesaler and you were looking for beer, you would 

see the shelves groaning with product which they’ve bought under direct account from the  
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BIELBY cont: supplier.  There, they are only selling what’s available 

to them at any given time on the duty fraud market. 

 

URRY: So how much of this is going on in the marketplace 

then?  Have you any idea? 

 

BIELBY: Well, if you go to any major city, conurbation, you’ll 

find these operators selling very very low prices.  What you’ll sometimes find as well is that 

they’ll be operating for a few months then they’ll close down and appear somewhere else or 

start trading under another name.  I mean, the place that we’ve just been to didn’t look like a 

particularly permanent presence.  Every city you’ll find operators tucked away in industrial 

estates like the one we’ve just visited. 

 

URRY: So, how much can they undercut the legitimate 

wholesaler?  We took the prices we’d been offered to a bona fide business with six hundred 

employees across the North West. And they can buy in bulk. 

 

ACTUALITY IN WAREHOUSE 

 

MAN: We’re part of one of the largest buying groups in the 

country, and we buy very large stocks on our own account.  We will buy in full lorry loads, 

so twenty pallets of one product.  That’s the most economical means of distribution.  We’ve 

got a very good reputation built up over years with these suppliers, so we think we should be 

getting the very best price in the market. 

 

URRY: The owner didn’t want to be identified because he’s 

worried about reprisals if he speaks out openly. 

So now we’re in front of pallet-loads of Kronenbourg lager.  What are you selling this for? 

 

MAN: This is £20.49 plus VAT for a case.   

 

URRY: The place we’ve just been to was selling that for nearly 

£5 less than you. 
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MAN: Our margin on this might be 50 pence a case if we’re 

lucky.  It’s unlikely to be as much as that.  This is the Echo Falls red, which is one of the ones 

that’s been talked about. 

 

URRY: In these boxes here? 

 

MAN: Yes. 

 

URRY: How much are you selling a box of six for? 

 

MAN: Well, the standard shelf price on an Echo Falls red is 

£21.99.  As it happens, on that particular line, we’re on promotion at the moment, so we’re 

selling for £19.79 plus VAT for six bottles. 

 

URRY: At the place we’ve just been to, here’s the leaflet look, 

this is what they’re selling both red and white in that brand at, which is ..... 

 

MAN: £15.99.  Well, we can’t buy from the supplier, we can’t 

buy in full lorry loads for anywhere near that price.  We can’t get within £3 of that price. 

 

URRY: So even on a special promotion, you couldn’t touch 

that? 

 

MAN: Absolutely nowhere near.  No chance whatsoever.  

And neither could any legitimate wholesaler.  We fight so competitively over price.  On wine 

or beer, 10p is a big differential.  Pounds a case is unheard of, and I don’t believe that 

anybody could buy at that price. 

 

URRY: Wholesalers have a lot to lose. It’s an industry which 

turns over £28 billion a year, and alcohol sales are a significant part of that.     

 

MAN: I seriously believe that long term it has the potential to 

actually kill legitimate wholesaling in this country.  It’s about a third of our business, it’s very 

important for bringing our customers in, and if we can’t compete, the fraudsters are going to 
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MAN cont: use the profits of several pounds a case as opposed to 

the pence a case that we’re making to gradually legitimise their business, it means that they 

can invest in non-duty products like soft drinks and crisps and chocolate, they can actually 

use their profits to undercut us on those lines as well.  And I think ultimately it could actually 

drive us out of business. 

 

URRY: It’s not just wholesalers who are worried about that. 

Retailers are also under pressure because they can’t compete with the fraud prices either. 

 

ACTUALITY IN DEPOT 

 

WEBB: This is the Crewe depot for Bargain Booze, one of two, 

and this is where we keep all the liquids, so the alcohol and the soft drinks are stored in this 

depot, which is nearly 200,000 square feet.  We have over six hundred stores around England 

Wales.  Our retail turnover last financial year was coming up to £600 million.  In reality we 

are the last man standing when it comes to major off licence driven businesses. 

 

URRY: Keith Webb is Trading Director at Bargain Booze. The 

company operates a franchising system, but Mr Webb says there are now parts of Britain 

where it pointless setting up shop. 

Where are the hotspots then? 

  

WEBB: There are various hotspots around the country. The 

obvious ones are Birmingham, there’s a lot round there.  We’ve recently had problems in 

areas like Derby.  We’ve had problems, seen problems in areas such as the Wirral.  There are 

certain areas of the country, because of our experiences over a number of years, which de 

facto are no go areas for any legal, decent and honest retailer. 

 

URRY: So it’s commercially not viable? 

 

WEBB: The understanding is that anybody who goes in there 

will be faced with this competition from duty fraud, and to be brutally honest, it’s not 

dealable with. 
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URRY: In your league table of concerns as a business, where 

does it sit? 

 

WEBB: Number one. Because it’s large, growing and there 

doesn’t appear to be anything being done about it.   

 

URRY: Bargain Booze, like other volume wholesalers in the 

legitimate trade, use bonded warehouses.  They’re at the heart of the system which allows 

drink to be stored and moved around in what’s called duty suspension.  That means traders 

don’t have to pay those taxes until the product is released for sale. 

 

ACTUALITY AT WINCANTON 

 

URRY: File on 4 was shown around one, owned by Wincanton, 

one of the country’s biggest warehousing and logistics firms.  When they take a delivery, it’s 

done under tight controls.  The lorry even has a special seal on its tailgate to prevent 

tampering with the contents. 

 

BRADY: This load’s come in from Italy.  It’s travelled under 

duty suspension and when the load arrives, break open the trailer or container, break the seal. 

 

URRY: That’s another protection measure? 

 

BRADY: It is. 

 

URRY: Wincanton’s Clive Brady knows his people are 

handling and helping to transport  many millions of pounds worth of goods on which tax is 

still due.  So his company is required by HMRC to carry out checks and be on its guard. 

But even at this stage, which is basically shifting it off a lorry into an enclosed space, it’s a 

lot of administration that seems to go with it. 

 

BRADY: Highly administrative, yes.  I mean, that’s what makes 

it different to most warehousing, types of warehousing, is that we’re dealing with duty 

suspended goods and there’s a lot of administration and processes around that to make sure 
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BRADY cont: that, you know, what was sent we’ve received, and we 

have to account for any damages, losses or theft that may occur in transit. 

Anybody that approaches us to use our excise facilities we check out financially, we check 

out their authorisations with HMRC, and we check closely what they’re asking us to do in 

terms of the products that they’re asking us to store, from where those products have come 

from and to where they’re asking us to move those products. 

 

URRY: How tightly regulated now is this sector? 

 

BRADY: Highly regulated.  HMRC, we have approvals at entity 

level, at warehouse level, at operations level.  Daily we account to HMRC, monthly we 

account to HMRC, so highly regulated. 

 

URRY: Those who run bonded warehouses are in a position of 

trust, licenced by HMRC. So if you are a criminal and you can get on the inside of that 

system, it’s ideal cover for massive duty fraud, as a court case earlier this year made clear 

when an organised crime gang was finally brought to justice. 

 

BROWN: A major operation was mounted against Kevin Burrage 

and his associates.  That investigation took place with surveillance, we had covert listening 

devices deployed in premises and in vehicles.  Basically we built up a picture of what the 

suspects were doing and we were able to establish how that fitted with what they purported to 

do. 

 

URRY: Kevin Burrage was the ringleader of an extraordinary 

moneymaking enterprise, according to Martin Brown, HMRC’s Assistant Director of 

Criminal Investigation.  Burrage enlisted the help of a handful of other bent businessmen, but 

crucially he was already well established in the alcohol industry and he had a bonded 

warehouse. 

 

BROWN: The key thing with this investigation was we were 

dealing with people who had a background in alcohol dealing, who had seemingly legitimate 

companies.  Prompt Stock, which was Burrage’s company, was a legitimate – on the face of 
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BROWN cont: it – bond, so it’s very difficult to prove a fraud when 

it’s going on within the bounds of a seemingly legitimate business. 

 

URRY: He also had a company, didn’t he, which traded in 

alcohol, which used the bonded system? 

 

BROWN: Yes, this was York Wines.  That traded alcohol, as we 

would call it, in duty suspension, it was able to trade between bonded stores in the UK and 

abroad without payment of duty. 

 

URRY: And that was the key to the fraud.  Burrage knew the 

weak points of the regulated system and exploited them.  He used his position of trust to 

divert drink directly into the British market illegally, but to do that he needed a cover story 

which made it look as though he was exporting the product abroad under duty suspense.  

According to Mark Thomas, one of the Customs investigators in the case, there were two 

main scams operated by Burrage and his gang.  The first was a bogus export racket, known as 

outward diversion. It needed a haulier and a cash and carry in France to be in on it. 

 

THOMAS: The outward diversion lorry would pick up the load of 

alcohol, duty suspended alcohol to take to France and it would leave the bond, the lorry 

would be unhitched and an empty lorry would be taken out to the channel port. 

 

URRY: Now why would they want to take an empty trailer 

there? 

 

THOMAS: They have to take an empty trailer out to give the 

impression that the alcohol did leave the country, because it would show up in the system that 

that lorry did leave on either a channel port, well through the docks or through the tunnel, and 

they would go to France empty, where they would then go to a complicit cash and carry and 

the driver would give a password to the complicit cash and carry, who would then load an 

identical load from the cash and carry to present to the French bond so they could stamp the 

paperwork to say ‘Yes, we’ve received that load from the UK bond,’ or to give the 

impression they’d received that load. 
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URRY: So the people in France running a bonded warehouse 

there wouldn’t have known any better, they would have just seen a lorry load of beer but 

think it’s come over from the UK? 

 

THOMAS: They would have had the paperwork they had to show 

whatever the load was on board and they would have stamped it to say yes, we have received 

that load, and as far as they knew it had come from the UK.  What would happen with the 

mirror load then, the organised crime group would pay the French duty to the French bond to 

be able to release that load to the French market so they could take it back to the cash and 

carry. 

 

URRY: All that was to cover for the fact that they’d never 

exported the beer in the first place, instead selling it straight to the duty fraud market in 

Britain, dodging the taxes. But the really big money was to be made by fiddling the import 

system - inward diversion - because he could get more than one lorry through.  And this again 

is where the bonded warehouse came in handy.  One lorry load would come from a French 

bond, supposedly heading for Burrage’s warehouse in England under the legal system of duty 

suspension.  That would generate official paperwork called an AAD, which could be used as 

cover for the smuggling. Because right behind that lorry, others were waiting with identical 

consignments, preparing to make a run on the ports. 

 

THOMAS: For the inward diversion, they would release a load 

from the French bond to come to Prompt Stock.  At the same time they would have as many, 

maybe five, six, seven identical loads available to them that were French duty paid, so when 

the AAD would travel with the alcohol into the UK, if it wasn’t stopped by Customs controls 

at importation, they would divert that load onto the home market, then they’d send the next 

identical load over, and again if it wasn’t stopped they would divert that. 

 

URRY: They’re getting the paperwork back to that next load, 

aren’t they? 

 

THOMAS: Yes, that first AAD would go back to France and tie up 

with the load and it would come in again and they would repeat this as many times as they 

could.  They could do it as many times until either the lorry was stopped or the AAD lifespan, 
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THOMAS cont: the AAD ran out, and then the goods would have to go 

into the bond, which would then be flipped to another company and re-exported again for 

them to try again. 

 

URRY: For each lorry load in France they pay just 3,000 Euros 

in French duty. But to sell it legally in Britain, duty would cost £25,000 per load, so by 

smuggling they could make big money on every lorry they got through, according to 

HMRC’s Martin Brown. 

 

BROWN: By the time they’ve paid the French duty, which is 

about three thousand quid, expenses for their overheads, the factory will be selling it slightly 

cheaper than you would on the full retail market, probably somewhere between £10,000 and 

£12,000 per load. 

 

URRY: So what was this fraud worth then? 

 

BROWN: Well, we’ve estimated the fraud at £50 million a year 

in excise duty and VAT, so that’s £50 million lost to the Exchequer every year, and Burrage 

will have made a substantial amount out of it himself. 

 

URRY: How much, do you think? 

 

BROWN: Well, it’s got to run to millions.  You look at his 

lifestyle, he had a large house with a swimming pool, he had a luxury villa in Portugal, three 

cars on the drive – a Bentley, a Mercedes and a Range Rover – so he was doing very nicely, 

thank you very much. 

 

URRY: Kevin Burrage was jailed for ten years. Three others 

involved in the racket and two men who ran a bent haulage company were also sent to prison. 

It was one of the biggest alcohol frauds ever uncovered in the UK. But should Burrage have 

been allowed to be in the bonded warehouse business at all? He’d been put before a Scottish 

court as far back as 1999 in a big Customs operation to crack down on fiddling duty on 

spirits.  Back then, the case against him was found not proven, a verdict available to the 

Scottish courts which can leave a question mark over the involvement of the accused.  
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URRY cont: For those whose product is in the firing line, the 

brewers, there needs to be tougher checks on people operating and using the 750 bonded 

warehouses in the UK.  Andy Tighe who speaks for the BBPA, a trade association which 

represents big brewing, says Revenue and Customs need to up their game. 

 

TIGHE: I think that is exactly the area where we would 

encourage HRMC to be looking, you know, they need to really tighten up on who can own 

beer in duty and suspense.  This buying and selling of beer multiple times over by, you know, 

while it remains in a bonded warehouse or when it’s transported from one to another, you 

know, this is where the trail goes cold for HMRC and this is what they really need to tackle, 

you know, we’re totally supportive of that. 

 

URRY: Do you have a clear view of how that’s traded around, 

your product? 

 

TIGHE: Only from what we get back in terms of, you know, it’s 

going into bonded warehouses, it’s changing hands and then, you know, some of that beer, 

you know, gets diverted onto the near continent.  We need a much better and structured way 

of intelligence sharing, intelligence gathering, everyone in the supply chain doing their 

absolute bit in terms of what they can do.   

 

URRY: For HMRC, Andy Leggett argues they are tightening 

up. But he accepts there are still people within the system who are under suspicion.  

 

LEGGETT: The vast majority of the warehouse keepers are 

perfectly legitimate and compliant, but it’s fair to say that the system itself does allow scope 

for abuse if people are determined to abuse it.  It’s our job to try and target those as 

effectively as we can.  We recognise that we need to significantly tighten the control of who 

we approve into the club, as it were, and we have significantly tightened up, and our rejection 

rate for requests for approval is significantly higher than it was. 

 

URRY: Better to stop them getting into the system in the first 

place though, isn’t it, because it gives them that badge of credibility. 
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LEGGETT: Absolutely .... 

 

URRY: And you’ve licensed some bad ones over the years, 

haven’t you? 

 

LEGGETT: Well, I think people have gained approval to hold 

goods in duty suspense or become warehouse keepers who have opted to either knowingly or 

complicitly engage in some trade in illicit products, I think that is true. 

 

URRY: You’ve lost control of that system, effectively, haven’t 

you? 

 

 LEGGETT: It’s not a question of losing control.  We do collect 

approximately £9 billion a year in alcohol duties.  The vast majority of revenue that is due to 

be collected is collected. 

 

URRY: But have the brewers themselves got questions to 

answer?   

 

ACTUALITY AT DOVER 

 

URRY: Customs say one of the best ways to tackle the fraud is 

to choke off supplies of duty suspended lager and wine which the gangs seem to have ready 

access to. They know that through Dover, and other ports like this one, there’s a lot of British 

brewed beer which is exported to the near continent. They also know it’s far more than the 

rest of Europe wants to drink.  They’ve concluded that much of it is sent out duty unpaid so it 

can be smuggled back in. 

 

LEGGETT: Last year alone, approximately 450 million litres of 

alcohol was shipped to the EU, duty unpaid, from the UK.  We work with the industry to try 

and identify what kind of legitimate consumption that may feed, so your tourist destinations, 

there will be some supplies to the likes of the Spanish Costas where, you know, people will 

want to drink UK cans of lager, it will supply the Armed Forces, and it will also supply 
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LEGGETT cont: legitimate duty free sales and they are also some inter-

company movements, where these are multinational companies and they do ship products 

around, of course. 

 

URRY: So there is some demand for this abroad? 

 

LEGGETT: Absolutely, and we do work with the industry to try 

and put a sense of scale on that demand.  Our estimates, very cautious estimates, we believe, 

is that anything up to around 180 million litres a year could be for legitimate purposes, which 

leaves a large gap which we believe is solely positioned abroad to be smuggled back to the 

UK.   

 

URRY: Your bottom line on this seems to be that two-thirds of 

the beer that’s shipped to the near continent is done for the purpose of smuggling it back into 

the UK? 

 

LEGGETT: That would not be beyond the realms of possibility, it’s 

certainly what the figures indicate and it’s also what our intelligence suggests is happening. 

 

ACTUALITY OPENING BEER CAN 

 

URRY: It’s these British-made lagers like Carling, Carlsberg, 

Stella and Fosters which crop up time and time again in seizures by HMRC investigators.  

There’s no suggestion the brewers are deliberately exporting them to facilitate smuggling.  

Most of what’s sent abroad is via third party wholesalers and traders.  But could the brewers 

do more to combat this over supply? 

The industry disputes HMRC’s analysis, and Andy Tighe, who speaks for the brewers, says 

it’s others beyond their reach who are to blame. 

 

TIGHE: One of the problems that we’ve got is that the fraud 

actually happens quite a way, way down the supply chain, so brewers will be selling to 

perfectly legitimate customers in the UK and then they’ll sell onto, you know, smaller 

wholesalers who will sell it on again and it’s then that the beer actually crosses the Channel,  
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TIGHE cont: so it’s very difficult for the brewers to have any 

visibility that far down the supply chain of where the fraud’s actually occurring.  And it’s 

probably these areas that need tightening up on in terms of due diligence all the way down 

the supply chain in terms of, you know, know your customer programs and being sure that 

the subsequent sale of the beer is to a genuine company. 

 

URRY: Well shouldn’t you already know that? 

 

TIGHE: Well brewers will know to their first customer and 

they’re totally legitimate, and obviously if HMRC have got any evidence that any of the 

brewers’ customers are acting fraudulently, then of course that supply would stop. 

 

URRY: Shouldn’t you know more about who the end user of 

your product is going to be? 

 

TIGHE: Brewers can’t know, under competition law, details of 

their customer’s customer, so they can’t ask their customers who they’re selling that beer 

onto, because then of course they may decide to deal with that person directly, so there’s 

restrictions under competition law about how much you can know about your customer’s 

customer. 

 

URRY: But listening to you talk, it’s everybody else’s problem 

but yours. 

 

TIGHE: No absolutely not.  I mean, there is more that the 

brewers are doing - they’re putting in strict due diligence programs, know your customer 

programs to try and tighten up on the supply chains, but they need their customers to be 

taking the same rigorous approach with their customers as well. 

 

URRY: HMRC are negotiating with the brewers about putting 

codes or stamps on beer cans and bottles, known as fiscal marks, to show duty has been paid. 

But so far the industry has resisted the move, arguing it’s costly and disproportionate to the 

problem.  And while the brewers are under pressure to do more, so is law enforcement.  MPs 

on the Public Accounts Committee published a report last month, criticising Revenue and 
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URRY cont: Customs for not getting stuck in. Conservative member 

Richard Bacon says the committee found there weren’t enough people being put before the 

courts. 

 

BACON: The number of prosecutions has been historically quite 

low, and while there may be some reasonable explanation for that that HMRC will offer, it 

remains the case that that’s part of a common theme we’ve seen for many years across many 

different government departments – a reluctance to prosecute.  And we feel that the lack of 

understanding of the likely costs and benefits of prosecutions, including particularly the 

impact of successful prosecutions in deterring other organised criminals, has been 

underestimated. 

 

URRY: How low are we talking about here then? 

 

BACON: Well, in each of the four years to 2009/10 there were 

convictions in just six cases or fewer for alcohol duties fraud, and we feel the Department, the 

HMRC, needs better information on whether to pursue cases that might lead to a prosecution 

or not. 

 

URRY: This is a tough area to investigate, isn’t it, because 

these are highly complex frauds? 

 

BACON: Yes they are, but it’s also true that until very recently 

the HMRC was trying to prosecute big cases all in one go rather than breaking them up into 

small bits and finding something with enough evidence that would stand up in court that was 

severe enough that it would warrant a custodial sentence.  They have now changed their 

policy on that, which is a good thing.  It’s just surprising, a hundred years after they were 

doing the same in the United States to Al Capone, that it’s taken them this long to wake up to 

that strategy. 

 

URRY: Although the likes of Richard Bacon aren’t impressed, 

HMRC’s Andy Leggett claims they are doing more to crack down. 
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LEGGETT: In the year 2010/11, we increased the amount of 

enforcement activity that we undertake solely on alcohol fraud by 50%.  We increased, you 

know, the amount of seizures we seized by a third. 

 

URRY: Why, then, are MPs criticising you for not putting 

more people before the criminal courts? 

 

LEGGETT: Prosecuting somebody who is involved in alcohol 

fraud is very complex and very difficult.  It would be reasonably straightforward to prosecute 

a lorry driver that we stop at the border who is bringing over a lorry load of illicit product, but 

quite clearly that would have no impact on the fraud overall.  Our approach, our strategic 

approach to how we investigate and prosecute this fraud is around trying to impact on the 

organised gangs behind the fraud, it’s not about running up numbers of individual 

prosecutions against lorry drivers, for example. 

  

URRY: According to those we’ve spoken to for this 

programme, their efforts are having little impact on the volume of illicit alcohol available in 

the UK.  The Department has now been allocated £900 million more in its budget to help 

tackle duty fraud.  But hasn’t it all come a bit late?  File on 4 can reveal that violent criminals 

have been muscling in on this illegal market, making the problem even more difficult to 

crack.  One alcohol trader we spoke with said drug gangs had begun to take over during the 

last three years.  In court documents we’ve seen, there’s evidence that Kevin Burrage’s outfit 

were doing business with a wholesaler from Rochdale, who earlier this year was jailed for 

five and a half years. Police from Greater Manchester’s Tactical Firearms Unit carried out a 

controlled stop of his car and caught him in possession of a sub machine gun.  And, 

according to Andy Leggett, Irish paramilitaries have entered the arena. 

 

LEGGETT: We are aware that some organised criminal gangs 

involved in excise fraud do have paramilitary links, yes.   

 

URRY: See, that’s the worry, isn’t it?  At the very top end of 

this now, those sorts of people, once they get involved, they’re terribly difficult to dislodge. 
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LEGGETT: All of these organised criminals are terribly difficult to 

dislodge. 

 

URRY: But people with paramilitary backgrounds .... 

 

LEGGETT: I wouldn’t like to make … 

 

URRY: ... particularly so. 

 

LEGGETT: I take your point, but I wouldn’t like to draw a 

distinction that the other organised criminal gangs involved are any easier to dislodge.  At the 

root of this is money.  They are driven by the profits that can be made from this.  They’ll 

protect their interests at all costs. 

 

URRY: It’s another reason why the whole industry is crying 

out for action. Keith Webb, of the major convenience and off licence chain, Bargain Booze, 

believes it’s not getting enough priority. 

 

WEBB: Duty fraud in the alcohol industry has been with us for 

a long time.  Obviously as duty goes up inexorably year after year after year, by definition it 

becomes more attractive to criminals to do so.  There has been a lack of understanding in 

Government and other authorities about the scale of the problem.  The £1.2 billion quoted 

potential loss I believe is a significant undershoot on that loss of income to the Exchequer.  

I’m hoping, by the conversations I’m having, and many others in the trade have had for some 

time, that this issue can be raised and begun to be taken seriously, because that’s the issue for 

us.  We don’t think it’s taken seriously. 

 

URRY: Talks are underway between HMRC and the industry 

to try to agree on new regulations, like putting duty stamps on beer, licensing wholesalers, 

who at the moment are unregulated, and other supply chain fixes. But for Richard Bacon , the 

MP who sits on the Public Accounts Committee, the critical need is for better enforcement, 

because high rates of duty on alcohol which fuel this crime are unlikely to come down 

anytime soon. 
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BACON: Not only do we have a big deficit, which the 

Government is trying to deal with at the moment, and if you cut the amount of tax revenue 

you’re getting, that makes it harder to solve that problem.  But also we have the deep problem 

of over consumption of alcohol, particularly by young people, for which pricing is a very 

important component.  Most people recognise that the reason alcohol consumption among the 

young has gone up so much is because alcohol has become too cheap, and the Government 

has made a determined effort to tackle that through its alcohol strategy, and you can’t do that 

at the same time as cutting excise duty.  The answer, I think, is to have a much more 

aggressive approach to prosecution, also to have a much better intelligence-led approach as to 

where the problems are, because it’s quite clear in some cases that they don’t have enough 

good information, and that needs to change. 

 

URRY: Why do you think this problem overall with alcohol 

fraud has been allowed to get to the scale it appears to have got to? 

 

BACON: HMRC has got a lot of things on its plate and it’s 

possible that they just, to some extent, took their eye off the ball and didn’t give it a high 

enough priority.  I hope that’s now changing. I think HMRC will probably tell you that they 

are aware of the problem, they know how serious it is and that they do intend to tackle it.  The 

thing is, we have heard those sorts of assurances before.  We’ve got to make sure they do it. 

 

SIGNATURE TUNE 


