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The minster said at the time that this is 

as a result of a growing global concern 

regarding obesity stemming from the 

overconsumption of sugar. Obesity is a 

global epidemic and a major risk factor 

linked to the growing burden of non-

communicable diseases including heart 

diseases, type 2 diabetes and some forms 

of cancers. 

The tax is likely to be implemented in 

April 2018.

These diseases are the leading causes 

of mortality globally, resulting in more 

deaths than all other causes combined, 

and the world’s low and middle-income 

populations are the most affected. 

The problem of obesity has grown over 

the past 30 years in South Africa resulting 

in the country being ranked the most obese 

country in sub-Saharan Africa.

The World Health Organization (WHO) 

shares the concern about the ills caused 

by the over-consumption of sugar and 

describes sugary drinks as a major

contributor to obesity, diabetes and tooth 

decay.

The worldwide prevalence of obesity 

more than doubled between 1980 and 

2014. An estimated 39% of adults were 

overweight in 2014, and 13% were obese. 

Some 42 million children under the age of 

five were overweight or obese in 2015. The 

prevalence of overweight in children of pre-

school age is increasing fastest in low- and 

lower middle-income countries.

People who consume sugary drinks 

regularly – one to two cans a day or more 

– have a 26% greater risk of developing 

type 2 diabetes than people who rarely 

consume such drinks.

The number of people with diabetes 

has risen from 108 million in 1980 to 422 

million in 2014.

From 2011 to 2030, losses in gross 

domestic product worldwide due to 

diabetes, including both direct and indirect 

costs, are expected to total US$ 1,7 trillion, 

US$ 900 billion in high-income countries 

and US$ 800 billion in low- and middle-

income countries.

Apart from diabetes, obesity is a major 

risk factor for heart diseases, cancers and 

other diseases.

In a recent paper titled “Taxes on sugary 

drinks: Why do it?”, the organisation 

expressed concern about how easy it is to 

consume too much sugar in the current 

environment, especially from sugary drinks.

On average, a single can of a sugary drink 

contains around 40 grams of free sugars, 

the equivalent of around 10 teaspoons of 

table sugar.

The WHO sees the taxation of sugary 

drinks as an important way to curb the 

consumption of sugar. Just as taxing 

tobacco helps to reduce tobacco use, taxing 

sugary drinks can help reduce consumption 

of sugar.

Evidence shows that a tax of 20% on 

sugary drinks can lead to a reduction 

in consumption of around 20%, thus 

preventing obesity and diabetes.

Estimates suggest that, over 10 years, a 

tax on sugary drinks of one cent per ounce 

in the USA would result in more than US$ 

17 billion in healthcare cost savings.

This tax could generate approximately 

US$ 13 billion in annual tax revenues in the 

USA, which the WHO says can be used to 

promote the health of the population. 

The Beverage Association of South 

Africa (BevSA), a not-for profit industry 

organisation that represents the interests 

of the non-alcoholic beverage (NAB) 

industry in South Africa, says that although 

it recognises the complex challenge that 

obesity presents and is committed to 

playing its part in addressing the problem, 

it believes that obesity is a multifactorial 

issue that cannot be resolved with a narrow 

approach. It believes that imposing a tax on 

SSBs will hurt the South African economy 

in return for small and highly uncertain 

benefits for both health outcomes and tax 

revenues. 

BevSA says there is no conclusive 

evidence from other markets that imposing 

a tax on soft drinks helps people to lose 

weight. Moreover, the tax is discriminatory, 

because it applies to a single-product 

category, when there are many that 

contain calories. 

At best, the SSB tax will have a negligible 

effect on obesity, BevSA says.
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SUGAR
and obesity
The Minister of Finance announced in the 
February 2016 Budget a decision to introduce 
a tax on sugar-sweetened beverages (SSBs) to 
help reduce excessive sugar intake. 
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continued to rise in these countries. A 
report evaluating the impact of food taxes 
in Europe notes that there is no clear 
evidence that the observed reduction in 
SSB consumption has led to public health 
benefits.

Given that SSBs contribute only a small 
share of overall calorie intake, a tax on SSBs 
alone will not have a meaningful impact on 
obesity. Even in Mexico, the SSB tax only 
reduced daily consumption of soft drinks 
by 17 kJ (4 calories) per day, less than 0,2% 
of daily energy intake. 

The primary outcome of the Mexican 
SSB tax has been to make consumers, and 
in particular lower socio-economic groups, 
poorer not thinner, BevSA states. This is 
because SSBs account for only a small 
share of excess Calorie consumption.

Moreover, consumers typically substitute 
SSBs with other calorie-dense products, 
such as alcohol. Others may simply buy 
cheaper brands of the same product. Most 
research on SSB cross-price elasticity 
does not consider all circumstances in 
which SSBs are consumed (e.g. restaurants 
or socialising), where alcohol may be a 
substitute. At least one study purported 
to show an increase in household beer 
purchases associated with an SSB tax. 

The proposed SSB tax will cause 
significant economic harm and 
disproportionately hurt lower income 
families, BevSA says.

In its response to government’s policy 
paper on the taxation of sugar-sweetened 
beverages, the organisation says there is a 
range of different policy interventions that 
governments can use to tackle obesity. 

SSB taxes have been found to be among 
the least effective of these. 

Two large prospective cohort studies – 
Mozaffarian et al, 2011, and Dong et al, 
2015 – show that other food categories 
such as potato chips and breaded poultry 
have a stronger association with weight 
gain than SSBs. 

The McKinsey Global Institute’s report 
on obesity analysed and ranked the 
most effective interventions to tackle 
obesity. The report cites sugar-reduction 
reformulation and providing smaller 
portion size as the two most effective 
interventions in the UK, whereas taxes are 
not among the top ten. 

One example of a systemic set of 
interventions to address obesity is EPODE 
(Ensemble, Prévenons l’Obésité des 
Enfants – ‘Together, let’s prevent childhood 
obesity’). The EPODE International 
Network (EIN), is an internationally 
recognised NGO with a proven track record 
of childhood obesity prevention through 
local community projects. EPODE recently 
launched an innovative project to help 
tackle obesity in children aged 0-12 years 
in Europe. Its program is focused at the 
community level and has been shown to 
decrease childhood obesity rates. EPODE 
achieves a positive behaviour change by 
coordinating political commitment, public 
and private partnerships, community-based 
actions, and evaluation measures. The 
EPODE methodology has proved highly 
successful, and is now being used in more 
than 300 towns in 29 countries.

Another example of successful sugar-
reduction reformulation, portion control 
and availability shifts is an initiative carried 
out by the American Beverage Association 
and the Alliance for a Healthier Generation. 
This initiative made a concentrated effort 
in American schools to replace full-calorie 
beverages with low-calorie alternatives in 
age-appropriate pack sizes. By 2009, this 
had led to a 90% decrease in beverage 
Calories delivered to American schools 
compared to 2005. 

Experience in other markets has sub-
stantiated the ineffectiveness of SSB taxes. 
Hungary, France and Finland currently 

impose taxes on SSBs, but obesity has

The NAB industry is a key driver of the 
South African economy at a time when 
other sectors are declining, contributing 
R60 billion to South Africa’s GDP, supports 
approximately 294 000 jobs (including 
many small-scale farmers, small business 
owners, entrepreneurs, women and black 
South Africans) and contributes R18 billion 
in direct, indirect, and induced taxes. 
Direct employment by the NAB industry 
has increased by up to 5% per year since 
2003,significantly outperforming the 
overall South African labour market, which 
grew by only 2% per year over this period.

The proposed SSB tax could trigger tens 
of thousands of job losses, hurt the South 
African economy, exacerbate the broader 
fiscal and societal costs associated with 
unemployment, harm consumers with 
punitive price increases, and damage the 
competitiveness of the NAB industry. 

For consumers, the proposed SSB tax 
equates to a 25% weighted average 
price increase for SSBs, which is almost 
unprecedented by international standards. 
For industry, the price increase could cause 
SSB volumes to decline more than 33% 
(based on the Treasury policy paper’s own 
elasticity estimates), leading to a 23% drop 
in revenues – equivalent to R13 billion. 
For workers, this decline in volumes could 
result in between 62 000 and 72 000 job 
losses, many of which will be in small-scale 
farms and spazas. 
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Evidence shows that implementing taxes on sugary 

drinks leads to reduced consumption of these 

products and several countries are well on their way 

to implementing taxes on sugary drinks.

In January 2014, the government of Mexico added a  

1 peso per litre excise tax on any non-alcoholic beverage 

with added sugar (powder, concentrates or ready-to-

drink) to the country’s Special Tax on Production and 

Services, which is paid by the producer and represents 

about a 10% increase in price for the consumer.

A study conducted by the Mexican National Institute of Public Health and the 

University of North Carolina evaluating the first year of implementation showed an 

average reduction of 6% in the purchase of taxed sugary drinks during 2014. This 

reduction increased over the course of the year to reach 12% by December 2014.

Households with the fewest resources had an average reduction in purchases of 9% in 

2014, increasing to 17% by December. The study showed a 4% increase in purchases of 

untaxed beverages, particularly bottled water.

Over US$ 2,6 billion was raised during the first two years of implementation; some 

of this revenue is beginning to be invested towards installing water fountains in schools 

across Mexico.
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The SSB tax could reduce existing 
personal income tax, corporate income 
tax, and VAT revenues by R3,1 billion per 
annum (which will significantly offset 
any revenues generated by the SSB tax). 
Putting it into perspective, the SSB tax 
could reduce South Africa’s GDP by R14 
billion – this is equivalent to 0,4 percentage 
points of GDP growth in 2016. All of this 
will disproportionately hurt lower income 
families and cause significant economic 
harm. 

The punitive SSB tax will create 
significant uncertainty for the industry, 
and will prevent or dampen prospects of 
further growth and investment. BevSA has 
commissioned an independent study from 
Oxford Economics to assess the impact 
of an SSB tax in South Africa. Oxford 
Economics calculates a weighted average 
price increase for SSBs of 25,1%. This figure 
is based on volume and sales data provided 
by Nielsen, as well as sugar content data 
provided by the industry. It includes retailer 
margins.

Using a price elasticity of -1,3, as quoted 
in the Treasury’s policy paper, this would 
result in a 32,6% drop in volumes for SSBs. 

Even in markets where volumes have 

eventually recovered to pre-tax levels, as 

in Mexico (the market with the highest per 

capita consumption of SSBs), the tax has 

imposed significant ongoing opportunity 

costs in the form of lost growth which will 

take years to recover, if at all. In Mexico, 

following the introduction of the SSB tax, 

some consumers switched to making drinks 

at home, removing jobs and tax receipts. 

This behaviour occurred even though the 

price increases from the tax in Mexico were

smaller than those that will occur in South 
Africa.

In South Africa, many illicit alcohol 
producers have the infrastructure to 
produce SSBs and may find it economically 
attractive to do so following price rises of 
25% for SSBs in legal retail channels. Some 
smaller commercial producers could also 
attempt to avoid taxes by under-declaring 
volumes.

The proposed SSB tax could increase the 
recommended retail price of a two-litre 
bottle of Coca-Cola by 33%. This equates 
to a direct price impact of R4,80 per bottle. 
In addition, supermarkets and discount 
stores will add a further R1,20 to maintain 
their profit margin. The price of a two-litre 
bottle of Twizza and Refreshhh could rise by 
as much as 82% and 66% respectively. For 
cordials the effect will be markedly greater: 
an average price increase in the order of 
40% across the industry, and significantly 
more for some individual packs and brands.

“We are committed to working with the 
government to tackle the obesity problem 
in South Africa. We have specific plans 
underway to reformulate drinks and invest 
in health programmes, measures that we 
know to be effective in addressing obesity 
based on rigorous independent research,” 
BevSA says.

BevSA members have committed to 
reduce average daily energy intake by at 
least 59-75 kJ (14-18 Calories) per capita 
by 2020, which equates to a reduction of 
approximately 15%.31 This includes the 
launch of a number of low-sugar or no-
calorie products, as well as sugar-reduction 
reformulations. 

BevSA will also create a health-education 
fund and partner with the government to 
find further ways to tackle obesity. 
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