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UTILITIES

  BY  ANTHONY GLADMAN

In every back of� ce of 
every distillery across the 
country, and around the 
world, spreadsheets show 
the same thing: making 
spirits has become a lot 
more expensive. 

Thames Distillery doesn’t have any 
welcome signs or a visitor centre. In 

fact from outside it’s hard to tell if you’re 
in the right place at all – were it not for 
juniper in the air. 
 About 120 different brands run 
through the stills at this contract distillery, 
based in southwest London, including 
all sorts of spirits and liqueurs – but the 
majority of its output is gin. It makes 
more than enough to keep its stills and 
its bottling lines busy day in, day out. 
 This takes a lot of energy for which 
its Director, Charles Maxwell, must � nd 

the money. That’s not as easy as it used 
to be. “Because of what’s going on 
in the world, energy has moved from 
being an incidental cost to a signi� cant 
cost factor in recti� cation,” he says.
 The distillery powers its two 500-litre 
stills, Tom Thumb and Thumbelina, with 
a boiler that is around 15 years old. For 
many years Charles ran this on ‘red’ 
diesel, which is subject to a lower rate 
of duty than the ‘white’ (i.e. undyed) 
diesel available to motorists at the 
pumps. This was around 10p per litre in 
April 2022, compared to about 53p per 
litre for white diesel. 
 In that same month, the UK 
government introduced tighter 
controls on who may use red diesel 
and Thames Distillers fell off the list of 
those permitted to buy it. Maxwell says 
that since moving to white diesel, for 
which the company is “virtually paying 
pump prices,” its fuel cost per litre 
has increased by almost � fty percent. 
“We’ve got to pay a lot more atten-
tion to energy because we won’t see 
prices coming down for the foreseeable 

future,” Maxwell says. “They could go 
up considerably further.”
 According to UK government 
� gures, red diesel cost 46p per litre in 
March 2020, 78p per litre cheaper than 
white diesel. From then until March 
2022, just before the government tight-
ened restrictions on red diesel, its price 
increased almost threefold to a peak of 
122p per litre. 
 Over the same time white diesel 
increased to 171p per litre. And while 
red diesel began to decline following the 
new restrictions, white diesel continued 
to rise; by June 2022 these prices were 
119p for red diesel and 190p for white.
 In its current site, tucked away in a 
back road with limited energy supply from 
the national grid, Thames Distillers has 
little choice but to continue with things 
as they are. But in the long-term Maxwell 
hopes a move to a new site may bring 
with it chances to become more energy 
ef� cient, which will bene� t the � rm and be 
better for the environment. “It’s going to 
cause us some aggravation, but it’s what 
we need to do,” he says.

Keeping the lights on
The rising cost of distilling energy

Shutterstock/Alex Yeung



september 2022  I  BREWER AND DISTILLER INTERNATIONAL ● 31ibd.org.uk

UTILITIES

 Nor is the impact of rising energy 
costs limited to direct effects such as 
the cost of fuel. Maxwell says Thames 
Distillers sees indirect impacts also, for 
instance in the rising cost of neutral 
spirit. A rule of thumb used to state that 
energy accounted for 60% of its cost. 
“That rule of thumb has been bent if 
not broken in the last six months to a 
year,” Maxwell says. “Right now we’re 
comfortable with our current supplier, 
fortunately we have an annual agree-
ment with them, but the warning is 
written large on the wall. When it comes 
to the end of that annual contract, 
things are going to happen.”
 This is compounded by transport 
costs, which have also risen on the 
back of increased energy costs. “Potato 
spirit, rice spirit, cane spirit, they’re not 
produced in this country. So we’ve got 
the double whammy: the cost of the 
spirits has gone up and the cost of the 
transport to get them here has gone up.” 
 Maxwell says that transport costs 
in particular were a bomb waiting to go 
off. For years, he says, businesses have 
been living in “a delightful world where 
a 20-foot container can be shipped 
anywhere for two thousand pounds.” 
This is another rising cost he does not 
expect to come down anytime soon.
 Maxwell, an eighth-generation 
distiller, has run Thames Distillery 
since 1996 and has seen tough times 
before. This perspective allows him to 
remain relatively sanguine, but there’s 
no doubting the current squeeze on his 
margins is dif� cult to weather. 
 His only consolation is that he’s 
not alone. In every back of� ce of every 
distillery across the country, and around 
the world, spreadsheets show the same 
thing: making spirits has become a lot 
more expensive.

Keeping the stills running
Maxwell makes white spirits (vodka and 
gin) which means at least he doesn’t 
have to age them. Daniel Szor is not so 
lucky. He is the founder of the Cotswold 
Distillery, and describes himself as being 
“basically in the business of taking cash 
and putting it in a barrel in a warehouse.” 
This is because, while he does make 
some gin, a large part of his output is 
English whisky. Like its Scotch cousin, 
this must be aged – for a minimum of 
three years, but probably longer.
 Szor says the rising cost of energy is 
one problem on a long list that plays on 
his mind these days. Since he started 
the distillery in 2014, demand has kept 
his stills running near capacity, over two 

shifts, seven days a week. For its gin 
the distillery employs a 500 litre Holstein 
hybrid pot-and-column rectifying still plus 
another larger 1250 litre Holstein still. 
 For its whisky it has two Forsyth 
copper pot stills, a 2500 litre wash still 
and a 1600 litre spirit still. All this is 
heated by a boiler that ran on red diesel 
until the April changes, since when 
the distillery switched over to industrial 
heating oil. (This can substitute for red 
diesel without any modi� cations.)
 Szor is expanding the distillery to 
meet this demand. As we talk, in June, 
a smart new building awaits the delivery 
of a new turnkey distillery from Forsyth 
& Sons that will increase his production 
capacity fourfold.
 The distillery makes 125,000 litres 
of pure alcohol (LPA) each year — 
excluding gin and rum, which Szor will 
start making on his existing pot stills 
once the new ones are switched on.
 The new kit will allow him to boost 
output to 750,000 LPA, although Szor 
plans to run it more modestly to begin 
with: 250,000 LPA for the rest of 2022 
and 500,000 LPA the year after. 
 Partly this is because he’d rather 
run his stills at a comfortable rate, rather 
than constantly pushing them to near 
capacity as he must now. But it’s also 
partly because he plans to run them for 
fewer hours in the day. “Our decision 
to start out with a single shift pattern 
rather than a double shift is a re� ection 

of energy and other costs,” he says.
 One piece of good news, at least, is 
that technological improvements should 
mean the new boiler burns fuel more ef� -
ciently. Even though it will be four times 
the size of the distillery’s existing boiler, it 
may end up consuming less fuel.
 Cotswolds Distillery is also feeling 
the impact of energy costs at one 
remove. Szor says he has “most 
de� nitely” seen suppliers putting prices 
up because of their own rising energy 
costs – particularly for malt and glass. 
 Szor uses only barley grown locally 
in the Cotswolds for his whiskies, 
which means its price is closely tied 
to the success or failure of harvests 
in the area. He tells me 2020 was “an 
abysmal year.” While the harvest in 
2021 was somewhat better, Szor still 
saw an upward spike in the price of 
� nished malt, partly down to the malt-
sters’ margins being squeezed by rising 
energy prices. 
 The distillery has seen strong 
increases in its sales over the last 
couple of years, and as a result has 
placed much larger orders for bottles. 
Szor says this volume increase ought to 
have led to discounts. “We ought to be 
paying less but instead we’re probably 
paying 15% more, and that’s just going 
to continue going up.”
 On top of this, labour costs have 
risen – “That’s been a big issue for us, 
particularly because we’re in a remote 

Cotswold’s 500 litre Holstein (left) and Forsyth stills (right) were previously heated from a boiler 
� red by red diesel
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part of the country,” Szor says – and 
Brexit continues to cause all sort of 
problems. These are not always directly 
monetary but manifest in terms of time 
and effort. 
 Szor says the planning, and delays, 
in bringing glass and wooden casks 
into the country, and in sending � nished 
product out, have been “challenging.” 
From Szor’s tone it’s clear the word is 
doing a lot of heavy lifting.
 Szor tells me he doesn’t enjoy the 
luxury of changing production or rotas 
based on energy costs. “We produce 
to demand in the case of gin, and we 
produce to our production plan in terms 
of whisky.” He faces a choice: either he 
absorbs the increase into his margins, 
or he passes it on to his customers. 
 So, will he raise his own prices to 
re� ect the increased input costs? “The 
short answer is yes,” he says. “We’ve not 
done that for years and years. We think 
of our product as a premium product, not 
a commodity, and so there should be a 
limited degree to which increasing input 
prices need to be passed on, but I think 
it’s gone beyond the threshold to where 
we need to do that.” 
 Szor says he hopes putting his prices 
up by around 10% cover his rising costs 
now and also provide a buffer against 
more increases in the future.

Bulking up
This story is repeated again and again – 
from London to the Cotswolds and up 

into Northumberland, where the Hepple 
Distillery also faces a raft of rising costs. 
Chris Garden, Hepple’s Head Distiller, 
says they have already increased prices 
to its distribution company, Cask Liquid 
Marketing. 
 But this wasn’t done lightly. Small 
distillers in particular can’t put up prices 
without considering how it will affect 
the sales ecosystem on which they 
depend. “We’ve had to put a price 
increase through to Cask, but they 
felt they couldn’t pass that on,” says 
Garden. “Their customers are mainly 
the on-trade, who have just come out of 
two years of functioning at 50%.”
 The multinationals like Diageo or 
Pernod Ricard, says Garden, are large 
enough to absorb rising costs and keep 
their prices the same. Or, if they do 
increase them, can bene� t from econ-
omies of scale while doing so. “Let’s 
say a bottle for Gordon’s costs 20p to 
manufacture,” Garden says. “A 10% 
increase on that is only 2p; if our bottle 
costs £2 to make, that’s 20p.” 
 And while venues won’t break 
existing contracts, Garden says they 
are likely to respond to rising prices by 
stocking fewer gins on the back bar. 
“Thankfully, we’ve got a strong story,” 
he says. “We’re making a product in 
a way that nobody else in the world 
is. We’re harvesting green juniper and 
Douglas � r from our estate, and we’re 
innovating gin production using a 
rotovap and a supercritical extraction 

column. But if you’re a gin and your 
unique selling point is a slightly quirky 
botanical, you don’t have a massively 
strong argument to be in a bar.”
 One way that Hepple plans to get 
around this problem is by moving to 
a bulk delivery system for its on-trade 
accounts. The company has developed 
an etched glass balloon to sit on the 
back bar, from which to dispense the 
gin that Hepple will deliver in 10-litre or 
25-litre drums. 
 “A 25-litre drum of gin is equivalent 
to 36 bottles, so it saves about 34 
kilograms of carbon by not creating that 
glass,” Garden says. “We haven’t had 
to pay for the glass, we haven’t had 
to pay for the corks. So we’re saving 
money on the packaging, it’s much 
better for the environment, and we’re 
able to give a better price to the bars, a 
more competitive price.” 
 Garden says there was little appetite 
for schemes like this in the past, but 
venues are starting to come around to 
the idea. “We’ve got to do something 
for the environment. And they’re more 
open to it, especially if there’s a cash 
saving.”
 Still the potential energy savings in 
a distillery like Hepple’s will only go so 
far. Garden says the difference in energy 
costs per bottle for gin and whisky 
is “chalk and cheese”, and whisky 
distillers are generally “much more 
savvy” at energy recovery. 
 At Hepple, Garden has looked into 
reusing the water that is heated by the 
condenser. “The tricky thing is, we’re 
not mashing in. There’s no real use for 
that hot water that we create from the 
copper pot still.” 
 If the company were to move to a 
new site, this might change. “We might 
be able to recover that heat in the 
future. If we’ve got a cafe or a visitor 
centre, we can use that to partially heat 
the building,” he says.
 In the meantime, it’s a case of 
weathering the storm until it passes. 
“We’re taking it from all angles,” Garden 
says. “In a way, you’re so browbeaten 
that you don’t really notice the energy 
crisis because you’ve been kicked so 
many times by so many other factors.” 
 Despite this he retains some 
optimism, and compares the industry’s 
current hard times to the children’s 
book A Squash And A Squeeze by Julia 
Donaldson. (In which a house that once 
felt too small seems roomier once it has 
been � lled with various animals, then 
emptied again.) “When these things 
start to lift, it’s going to be amazing.”

Red diesel: In April of this year the UK Government tightened the regulations on who can use this 
lower-taxed fuel. Sadly…distilling no longer quali� es!


