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PHLP works to improve community health by 

supporting public health leaders.

PHLP does this by providing sophisticated legal and 

policy tools for use in everyday practice.policy tools for use in everyday practice.



The fine print

The information provided in this seminar is for informational purposes 
only, and does not constitute legal advice. Public Health Law & Policy 
does not enter into attorney-client relationships.

The primary purpose of this presentation is to address legal and/or The primary purpose of this presentation is to address legal and/or 
policy options to improve public health. There is no intent to reflect a 
view on specific legislation. PHLP incorporates objective non-partisan 
analysis, study, and research in all our work.



The Power to Tax

• States have broad authority• States have broad authority

• Rationale for the tax?



Overview

� Crafting SSB tax legislation

� Defining beverages and syrups

� What type of tax, at what point of intervention, to 
facilitate price increase?facilitate price increase?

� Earmarking the proceeds

� Industry Response

� Alternative Pricing Strategies





Defining beverages to tax

Beverages with added caloric sweeteners are 
associated with increased weight and obesity



Defining beverages to tax

Beverages with added caloric sweeteners are 
associated with increased weight and obesity

- How to handle juices?  

- Other policy decisions?



Include syrups/powders?

Should include all syrups with added 
caloric sweetener

What about non-fountain syrups and 
powders?powders?



Higher price = less consumption

• A 10% price increase for SSBs may reduce 

consumption from 8% ~ 11.5%
NEJM Health Policy Report: Brownell, et al. The Public Health and Economic Benefits of Taxing Sugar Sweetened Beverages

• USDA study:

A 20% price increase for SSBs could reduce net calorie intake from beverages 

by 37 calories/day for adults, 43 calories/day for children

Daily calorie reductions would result in an average reduction of 3.8 lbs/year 

for adults and 4.5 lbs/year for children

Study available at: http://www.ers.usda.gov/Publications/err100/err100.pdf



The Cost 
of Healthy 
Eating

The Cost 
of Healthy 
Eating

http://www.nytimes.com/imagespages/2009/05/20/business/20leonhardt.graf01.ready.html



Taxes to increase the shelf price

If the tax increases the price, it can reduce consumption

How to ensure that the price will increase?How to ensure that the price will increase?



Sales Taxes

• Imposed on 
consumers who 
purchase goods at 
retail

• Usually measured as a 
percentage of the 
overall sales price 

• Easiest option to raise 
general revenue-
amend existing law





An Excise Tax is imposed on 

the performance of some act, 

and is often imposed on the 

act or business of selling a 

particular tangible good

More points of interventionMore points of intervention

Often causes visible price 

increase

Common product-specific tax 

(tobacco, alcohol, gasoline…)



Cigarette Pricing

($5.00)



Points of Intervention

Excise
Taxes

Sales Tax

Distributor/ 
Wholesaler

Bottler

Manufacturer

Retailers



Existing soda-specific excise 
taxes
AL License taxes and fees

ARK Excise tax of $0.21/gallon

RI Excise tax of $0.04/case

TN Privilege tax of 1.9% of gross receipts

VA Range of excise taxes

WA Excise tax of $1/gallon of syrup

WV Range of excise taxes for bottles and syrups

Chicago 3% excise tax



Mandatory pass-through language

Sometimes used in tobacco tax laws:

New York

"It is intended that the ultimate incidence of and liability for the tax shall 
be upon the consumer, and that any agent or dealer who shall pay the 
tax to the tax commission shall collect the tax from the purchaser or 
consumer.”consumer.”

Tennessee

“The tobacco tax is declared to be a levy on the consumer, and the 
consumer shall be liable for the tax.

The distributors shall add the amount of tobacco taxes levied to the price 
of cigarettes or other tobacco products, and the distributor may state the 
amount of the taxes separately from the price of such cigarettes or other 
tobacco products on all price display signs, sales or delivery slips, bills 
and statements that advertise or indicate the price of such cigarettes or 
tobacco products.”



Tax by volume, or based 
on amount of sugar?

“1 cent per ounce”

or

“1 cent per teaspoon of added caloric 

sweetener”



Source: Yale Rudd Center for Food Policy and Obesity







Earmarking tax proceeds

To ensure public health benefit, earmark proceeds for:

� Programs to increase physical activity

� Increase access to healthy food and water

� Improve Built Environment

� School programs

� Health education

� Disease screening and treatment

Can direct funding to vulnerable communities



� Perform scheduled maintenance of all water fountains 

� Set and maintain hygiene standards for drinking fountains

� Periodic testing of each drinking water source in each school

� Provide water coolers or other portable dispensers 



Poll Results Show Support for 
Earmarking

Philadelphia, PA (2010):

Global Strategy Group surveyed 401 residents 

on support for proposed tax on SSBs:

Generally:  44% support

2 cents/oz, earmarked: 53% support

1 cent/oz, earmarked: 62% support



Poll Results Show Support for 
Earmarking

Philadelphia, PA (2010):



California (2010): Field Research Corporation surveyed 503 

registered voters on support for proposed tax on SSBs



Administration and Evaluation

Issues to consider:

• Identifying potential taxpayers- licensing/permitting 
system

• Identifying all beverages subject to tax

• Calculating tax on syrups

• Enforcing substantive requirements (e.g., has tax been 
included in price?)

• Evaluation of effects of tax



Industry response

External response:

• Large increase in political lobbying

• Robust media campaign• Robust media campaign

Internal response:

• Product and packaging changes











American Beverage Association



Discounting Strategies



Proportional pricing



Proportional pricing



A regulatory fee instead of a tax?

Regulatory Fee

• Not a tax- a fee charged on businesses 
that sell harmful products

• Fee proceeds can only be used for 
regulatory programs to mitigate the harm 
caused by the product

� Must establish a NEXUS

� Proceeds cannot be redirected
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