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2 If consumer behavior does not change much with the tax, 
then this gives states a predictable source of revenue without affecting the economy 
significantly.  The second justification for excise taxes is as user fees for public goods provisions 
where taxpayers directly benefit. This means the excise tax revenue funds goods that 
consumers need but the market fails to supply. And, finally, excise taxes may be levied as 
corrective taxes on products that usually have negative effects.3 
 

Soda and Obesity 
 

Soda consumption has been hypothesized as one of the leading causes of the rapid growth rate 
of obesity in the US.4 Not only does soda contribute to caloric intake but it and other foods rich 
in free sugars have been shown to reduce appetite control.6 There is a strong correlation 
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between increased consumption of sugar-sweetened beverages (SSB), an above average body 
mass index (BMI),7 total daily caloric intake, and lowered nutrient intake.9  
 
According to data from the National Health and Nutrition Examination Survey (2005-2008), one 
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Would a Tax on SSBs Reduce Consumption? 
 
A tax on SSBs could be aimed to reduce consumption of these products, promote public health, 
or reinvest revenue generated from the tax.16 Soft drinks are one of the more responsive food 
groups to price changes.17 Consumer preferences for soft drinks are dependent on the price 
charged.  

The price elasticity of demand is a dimensionless construct referring to the percentage 
change in purchased quantity or demand with a 1% change in price. It is determined by 
a multitude of factors: availability of substitutes, household income, consumer 
preferences, expected duration of price change, and the product’s share of a 
household’s income.18  

Soft drinks have high price elasticity and it has been estimated that consumption could 
decrease by eight to ten percent with a ten percent tax.19 Some studies indicated that high 
taxes could affect consumption and therefore reduce rates of obese and overweight persons. 
Several studies have indicated that a ten percent increase in the price of these beverages would 
diminish consumption by eight to eleven percent.20 
 
Food selection tends to change depending upon cost of the product. For example, when SSBs 
are too costly, consumers tend to purchase more reduced-fat milk, juice, coffee, or tea, 
according to one study conducted in 2014.21 While these findings imply that taxation of 
unhealthy foods leads to substitutions of healthier foods, another study found that a tax on 
saturated fat led to an increase in salt consumption and a decrease in unsaturated fats.22   

These changes in consumption meant that the tax actually led to unhealthier food choices.23  A 
study on cross-price elasticity found that this phenomenon might also occur with soft drinks, as 
decreases in soft drink consumption were paired with increases in the consumption of other 
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caloric beverages, such as whole milk and juice-related drinks,24 and that this change in 
consumption may explain the modest reduction in obesity levels. 25 

 
Current Sugar-Sweetened Beverage Excise Taxes 

 
United States 
 
For SSBs, excise taxes are taxes imposed on manufacturers, distributors, wholesalers, and 



conducted by the Carolina Population Center at the University of North Carolina and the 
Instituto Nacional de Salud Pública has estimated that the new excise tax resulted in a decline 
of ten percent in the purchase of beverages affected by the tax in the first quarter of 2014. 
Along with a decline in SSB consumption, there was a seven percent increase in the 
consumption of non-taxed beverages including diet 







all states have some form of excise taxes. In 2012, the state of Vermont received $80,230 in 
excise tax revenue.60 For the most part, excise taxes were enacted to reduce smoking among 
the population, but its effectiveness has been called into question.  
 
A study from Massachusetts Institute of Technology (MIT) measured how an excise tax on 
tobacco impacted the health of smokers and potential smokers. The study found that the 
percentage of adult smokers did not change with an increase in the excise tax because they 
were already addicted to the product and willing to pay the higher taxes. Even though the 
addicted adults continued to smoke, there was a decrease in the amount of cigarettes they 
consumed. The higher taxes were more effective as a preventive measure for potential 
smokers. MIT estimated that cigarette consumption reduced by 4% among adolescents. 
Additionally, MIT discovered the percentage of underage smokers decreased significantly with 
the rise in the tax.61 Also, the tax has the added benefit of funding programs aiding the tobacco 
reduction effort. In FY 2010, seven states completely funded their tobacco prevention programs 
with the cigarette excise tax.62 
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