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Introduction

besity rates among U.S. children, adolescents and adults have increased
dramatically over the past four decades.'? Today, nearly one-third of all children
and adolescents in the country—more than 23 million—are overweight or
obese, and are therefore at greater risk for heart disease, type 2 diabetes and a host
of other serious diseases.>* Rising obesity rates have motivated policy-makers to
implement policies that can improve access to affordable, healthy foods and increase
opportunities for physical activity in schools and communities across the country.

In the past decade, states and localities also have begun to consider taxing sugar-
sweetened beverages (SSBs)—including sodas, sports drinks, sweetened tea, fruit drinks
and punches, and other sweetened beverages—in order to generate revenue, reduce
consumption of unhealthy beverages and promote public health.’

Research has shown that relatively large increases in taxes on cigarettes and other
tobacco products are the single most effective policy approach to reducing tobacco
use.®"®” Additionally, dedicating a portion of the revenues gained from such taxes to
comprehensive tobacco control programs has led to further reductions in tobacco use
among youth and adults.!%!12

Although there are many significant differences between tobacco and SSBs, the
tobacco example provides a model for how taxes can be used to promote public
health. Emerging studies suggest that small taxes on SSBs are unlikely to affect
obesity rates, but they can generate revenue that states can invest in improving public
health. In addition, while there is only limited research on the impact of taxes on
SSB consumption rates and related weight outcomes, existing research on the impact
of prices on food-purchasing behaviors in general suggests that substantive taxes on
SSBs could significantly affect consumption patterns and thereby have an impact on
overweight and obesity rates. This brief provides an overview of the current research
on the health impacts of SSB consumption, how food and beverage prices affect
consumption and related weight outcomes, and the potential impact of both large and
small SSB taxes.

Key Research Results

Substantial consumption of sugar-sweetened beverages can be detrimental to
overall health and may contribute to higher obesity rates among youth.

m A growing but mixed body of research indicates that an increase in SSB consumption
is associated with increases in caloric intake, weight gain, obesity and a variety of
other negative health consequences among children, teens and adults.!314151¢

m Increased consumption of SSBs in adults has been linked with higher rates of type
2 diabetes, and a school-based intervention that lowered SSB consumption among
Native American adolescents significantly reduced plasma insulin levels, a risk factor
for type 2 diabetes.!?!3

m SSB intake is associated with inadequate intake of several important nutrients,
including calcium, iron, folate and vitamin A.!%2021.22
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As prices of unhealthy foods and beverages increase, consumption of
them decreases.

m Numerous studies demonstrate that changes in the relative prices of foods and
beverages lead to changes in how much people consume them.??*2> Several of these
studies have estimated that a 10 percent increase in the price of SSBs could reduce
consumption of them by 8 percent to 11 percent.?6#%282°

m A few studies have concluded that, in response to changes in relative prices, some
consumers will substitute a healthier beverage for an SSB. For example, a study
conducted in 2004 found that increases in SSB prices resulted in small increases in
consumption of whole and reduced-fat milk, juice, coffee and tea.’%3!

As relative prices of unhealthy foods increase, compared with prices of healthy
foods, weight levels decrease.

m A small but growing body of national research indicates that higher prices of
unhealthy foods and beverages versus healthy ones are associated with reductions in
BMI and the prevalence of overweight and obesity.333:343536.3738,39:40

m One of these studies found that an increase in the price of sugary foods would
significantly reduce the prevalence of overweight and obesity among adults, leading
the authors to conclude that taxing such foods, thereby increasing their relative cost,
would likely be an effective strategy to reduce adult obesity rates.*!

m Other studies show similar relationships between fast-food prices and weight.*43:4
For example, one study found that a 10 percent increase in the price of fast food was
associated with a nearly 6 percent reduction in the prevalence of adolescent obesity.*

Children and adolescents, lower-income populations and those already
overweight are potentially most responsive to changes in the relative prices of
foods and beverages.

m Emerging research on the impact of food prices on weight and obesity indicates
that weight levels for youths, lower-income populations and those who already have
elevated BMIs are more strongly associated with food and beverage prices than are
those of older, healthier-weight and higher-income populations.#6-#:48:4%.50

m For example, one study found that the BMI of children living below the federal
poverty level was about 50 percent more sensitive to fruit and vegetable pricing than
was the BMI of higher-income children. The same study also found that, among
children who already had a BMI above the healthy range, BMI was 39 percent more
sensitive to these prices than was BMI for their healthy-weight peers.’!

m Two recent studies examined the link between state SSB taxes and weight, providing
only weak evidence that existing, relatively modest taxes (the average for all states is
currently just 3.4 percent) are associated with adolescent and adult weight levels.?>%
These findings are consistent with the growing research on food prices and weight
that suggests that sizable changes in the relative prices of healthier foods compared
with less healthy ones are required to significantly change BMI levels and the
prevalence of overweight and obesity.>55:56:5%58,59

m One recent study examining state taxation of soft drinks, candy, chips and other
snack foods found that, while few states impose excise taxes on these products, many
“disfavor” them under their sales tax system by taxing them at a higher rate than
other food products.®®! As of January 1, 2009, 33 states applied a sales tax to soft
drinks, at an average rate of 5.2 percent. The average sales tax on soft drinks for all

i Excise taxes are taxes imposed on selected products, often at the producer, wholesaler or distributor level, and can
be specific (e.g., based on quantity, weight or volume) or ad valorem (based on price). In contrast, sales taxes are taxes
imposed on a broad range of goods and services and are generally assessed at the point of sale to consumers and as a
percentage of price.
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states, including those that do not tax them, was 3.4 percent, more than triple the
1.0 percent average applied to foods and beverages generally (see Figure 1).6!

Conclusions & Implications

The effectiveness of increased tobacco taxes in reducing tobacco use has stimulated
interest in taxes as a policy tool for helping to reverse the national rise in obesity rates.®?
Taxes on SSBs are of particular interest given the research linking consumption of such
beverages to weight gain and obesity among children, adolescents and adults. The
potential of significant SSB taxes to reduce obesity rates is supported by a number of
studies showing that soft drink consumption falls when soft drink prices rise and that
changes in the relative prices of healthier foods and beverages compared with less healthy
products are associated with changes in weight. However, additional research is needed to
fully determine the net impact of changes in SSB prices on overall caloric intake.

While many states currently tax SSBs, mostly by disfavoring them under their sales

tax systems, limited recent research suggests these modest taxes, which average only
5.2 percent among states that do apply such taxes, have had little impact on weight.
However, emerging research suggests that significant differences in the relative prices of
healthier foods and beverages compared with those that are less healthy could help to
reduce BMI and the prevalence of overweight and obesity, particularly for the young
and lower-income populations that are most at risk for obesity. This suggests that
raising SSB taxes to levels that would result in substantially higher SSB prices, either
through an excise tax or increased sales taxes, could be a potent policy tool for curbing
obesity rates by leading consumers to reduce their SSB consumption. Such policy
efforts could achieve an even greater impact if they allocated some of the revenues
from these taxes to the support of other obesity-reduction and -prevention efforts.
There is a critical need for more research to answer these questions, and much can be
learned by assessing the potential impact of large SSB taxes yet to be adopted in states
and communities that are currently considering them.

State Soda Sales Tax Rates (as of January 1, 2009)

[1 0% (n=17 states plus DC)
[ > 1 to < 3% (n=3 states)
[ > 3 to < 5% (n=7 states)
Il > 5to < 7% (n=19 states)
I 7% (n=4 states)

Source: Bridging the Gap Program, Health Policy Center, University of lllinois at Chicago with data compiled by The MayaTech Corporation.
In addition to sales taxes, the following states currently apply excise taxes to bottles, syrups, and/or powders/mixes at the manufacturer,
distributor or retail level: Alabama, Arkansas, Rhode Island, Tennessee, Virginia, Washington, and West Virginia.
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