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Senior Research Fellow, School of Medicine, Griffith University, Australia
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PhD Candidate and Researcher, Menzies Centre for Health Policy and Economics,
University of Sydney, Australia.

SHAPING SSB TAX POLICY IN SOUTH AFRICA Dr. Michele Cecchini
Project Leader, Public Health, Organisation for Economic Co-operation and Development

INTERVIEWS WITH COUNTRY REPRESENTATIVES NIGERIA- Dr Zainab Shinkafi-Bagudu
Chief Executive Officer, Medicaid Radio-Diagnostics and Medicaid Cancer Foundation

SRI LANKA- Dr. Renuka Jayatissa
Head, Department of Nutrition, Medical Research Institute, Ministry of Health.

PAKISTAN- Dr Samra Mazhar
Deputy Director, Ministry of Health
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Dr. Jahanzaib Sohail, Health Economist, World Bank

CLOSING REMARKS Dr. Kate Mandeville
Senior Health Economist, World Bank







Do you support or
beverages because
reduce the actual co

e Strongly support
 Somewhat support
 Somewhat oppose
e Strongly oppose

* Don’t know

der to



Modelling the imp
Industry arg

Ms Sarah Mounsey

Dr. Lennert Veerman

PhD Candidate and
Researcher, Menzies
Centre for Health
Policy and Economics,
University of Sydney,
Australia

Professor of Public
Health, Griffith
University, Australia



Impact assessment of fiscal policies on obesity

and related health outcomes In South Asia

Sarah Mounsey, Linda Cobiac, Lennert Veerman
Thursday 3 March, 2022
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Formal beverage market

Sugar tax introduced

Pakistan Sri Lanka Tax halved
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Beverage taxes

PAKISTAN SRI LANKA
CURRENT e Salestax 17% e Salestax 15%
TAXES * Federal excise duty * National Building Tax 2%
- Soft drinks 13% * Excise tax on sugar
- Juice 5% - Rs 0.30 per gram sugar
- Concentrates 50% (USS0.002)
- Milk 0%
MODELLED 1. Remove all drink taxes 1. Remove all drink taxes
SCENARIOS 2. Soft drinks 20% 2. Rs 0.50 per gram sugar
3. Soft drinks 30% 3. Rs 1.00 per gram sugar
4. All drinks 50%
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Tax iImpact on drink purchasing

Price elasticity % change in quantit;//\

Litres per day

ofdemand 9 change in price \
e Soft drinks Euromonitor (formal market sales)
e Concentrates $ per litre Global Dietary Database (consumption
: by age and sex)
* Juice
* Milk \ Euromonitor (soft drinks, concentrates, juice)

Government (milk)
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Tax impact on drink consumption

Pakistan Sri Lanka
Increase in consumption when
/ existing drink taxes removed
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Consumption decreases when drinks taxes are progressively raised



Population model

/ALitres SSBS/day\ /Diabetes mellitus type 2\
Ischaemic heart disease
- Energy Body mass _ M
- Sugar —_ index (BMI) —_ Ischaemic stroke / \
Tax Intracerebral hemorrhage Overweight & obesity
NG /) T Hypertensive heart disease Disease incidence &
Atrial fibrillation and flutter mortality
/Population United Nations \ Oesophageal cancer Disability-adjusted life years
Colorectal cancer (DALYs)
. Tax revenue
Body mass index NCDRisC Pancreas cancer k /
_ —_— Breast cancer
Disease rates GBD, Disbayes Uterus cancer
Qelative risks GBD / Kidney cancer

& Multiple myeloma /




Impact on overwelight and obesity — In year 10

Pakistan Sri Lanka

1,000,000 -
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Increase in overweight and obesity
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Prevention of disease incidence — first 10 years

Pakistan Sri Lanka

Cardiovascular disease benefits
are also substantial

10,000 -
100,000 -

Type 2 diabetes

Ischaemic heart disease

0-
. Stroke
. Other CVD
. Colorectal cancer
. Breast cancer
100,000 - / -10,000 - . Other cancer

Models show a large impact of drinks
taxes in preventing type 2 diabetes
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Lifetime health gain

Both are effective —> Ad valorem tax (S per Litre) Volumetric tax (S per gram of sugar)

Pakistan Sri Lanka
10,000,000 -

Health 2000007
gain 5,000,000 -
A 250,000 -
- 0- i
\ 4 1\ -250,000 -
Health -5.000,000 -
loss
S2 S3
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The larger the tax, the larger the potential health gain



Fiscal implications — first 10 years

Average annual impact in the first 10 years after tax changes

Scenario 1 Scenario 2 Scenario 3 Scenario 4

Pakistan Health gain or loss (DALYs) -6,400 590 1,300 8,500

Economic value of health

impact (USD) -S6.7M S0.62M S1.4M S8.9M

*Tax revenue (USD) S530M S840M S960M S810M
Sri Lanka Health gain or loss (DALYs) -1,100 550 1,500

Economic value of health

impact (USD) -S3.3M S1.7M S4.8M

*Tax revenue (USD) S73M S110M S120M

* Tax revenue includes drink taxes, sales tax and National Building Tax (in Sri Lanka)



Sensitivity

* We examined sensitivity of results to a range of modelling
assumptions:

- Pass-through of taxes: 50% - 150%
- Variations in age/sex distribution of drink consumption

- Assumptions around background market trends
* Variation in magnitude of results

* No difference in direction or significance of tax effects

@ () WortoeaNKeROUP



Conclusions from modelling

* Raising taxes on sugar-sweetened drinks in Pakistan and Sri Lanka is
very likely to improve population health

- particularly in prevention of overweight/obesity, diabetes and cardiovascular
diseases

 There are substantial financial benefits

- Both tax revenue and added value of keeping people alive and healthy

 Both ad valorem and volumetric taxes are effective

* The bigger the tax, the bigger the benefits
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Model as a “live tool




MODELLING AS A“LIVE TOOL”
IN SHAPING SSB TAX POLICY
IN SOUTH AFRICA

Michele Cecchini
Head of Public Health
OECD




In 2016, Obesity Was Booming in South Africa, Also
Fuelled by Growing Consumption of SSBs

Between 2000 and 2014, the T oo meon -
prevalence of obesity in South Africa 2 so% 50
almost doubled for men and grew by E

almost one third for women [

Ref: WHO, 2017 % 10%
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22%

19% In 2016, sales volume of regular cola
reached 25.5 liters/capita, while low
calorie colas were at 2.9
liters/capita. In both cases, there
was a significant increase since 201

Regular colas Low-cal colas Ref: Euromonitor International, 2017
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South Africa Was Committed To Tackling The Obesity
Epidemic

 The 2013-17 South African National Plan for NCDs set
an objective of decreasing obesity prevalence by 10%

over five years; *
*a

* The 2015-20 Strategy for the Prevention and Control
of Obesity in South Africa used OECD-WHO economic
analyses to make the economic case for strengthening

obesity policies; STRATEGY FOR THE
PREVENTION AND

. : : : CONTROL OF OBESITY IN
South Africa already experimented an excise duty on L AFRICA

soft drinks, primarily for revenue reasons, but the 20152020

policy was ended in 2002. The duty was of USD 0.035
per liter and was considered as effective. For example
it raised USD 71 million in revenues in 1997-98.

\: ‘1 J Oepertment A long and healthy life for all South Africans

A 7 altn
V REPUBLIC OF SOUTH AFRICA




Different Design Options Were On The Table:
Modelling Outputs Were Used To Promote Agreement

WHO & Elasticity

« Effective tax « Effective tax » Single-digit » stakeholders
rate 12% rate 20% effective tax had different

e 0.0046 USD e 0.0046 USD rate (8%) positions on
per gram of per gram of e 0.0046 USD assumptions,
sugar on a sugar on a per gram of €.8. on
liter liter sugar on a whether to

e Only sugar « All sugar liter include milk,
content above content to be e All sugar and on the
4g/100ml to taxed content to be data sources
be taxed taxed

Regulation of sugar content AVA No regulation of sugar content




This Was Not A ‘One-off’ Analysis But Rather A
1-Year-Long Continuous Partnership

/Situation assessment
Fact/data finding
Partnerships

establishment

« WHO and OECD send
two independent but
coordinated requests
to Parliament to
speak to the Finance
Standing Committee
on the taxation of

. Spring 2016

17/01/2017

(« Results of the analyse

are presented to the
Finance Standing
Committee on the
Taxation of SSBs

SS
P Y

e 22/03/2017

)

b Dec 2017

o The Parliament of
South Africa passes
the new law on SSBs

Modelling assumptions and scenarios were adapted throughout as debate developed in South Africa,

with intermediary outputs presented in meetings and events with civil society and institutions




Establishing A Strong Partnerships Was Key To
Success

Good knowledge of the local context
WHO-ZAF Access to resources and key people

) ”T?%} . Made available a solid tool and
Organization DIECID credibility that were difficult to
criticize

@) OECD \
Made available location- Wits é
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Made available international data RGNS
and know how on elasticities and Igilf}OIS at
product substitution 1€ago

v

Provided vision and leadership

, within the government
Kept the issue at the centre of

attention and reacted to attempts
to stop the legislative process

Civil Ministry of
society Health




There Were A Number Of Attempts At Stopping Or
Watering Down the Proposed Legislation

Abdool Ka‘rm et al Globokzation and Health {2020) 16:116
Beps/ /10 TH0G 12952 000 006073 Globalization and Health

RESEARCH Open Access

Industry strategies in the parliamentary -4
process of adopting a sugar-sweetened

beverage tax in South Africa: a systematic
mapping

Safura Abdool Karim'®, Petronell Kruger and Karen Hofman

Abstract

Background: In 2016, the South African g ment bacame o
introduction of an 55B tax based on sugar content as a public he
ainst the backdrop of South Africa having a large sugar production and SSB manufactu
ates. The introduction of fiscal me ch as a SSB tax, has be

first in the African region to announce the
h measure to reduce obesity

ustry,
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dy analyses arguments anx tegies used by
hase of the process to adopt the South African
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Conclusions: Industry opposi
arguments. The industry respo
the introduction of simil;
Keywords: Corporate po

Africa

| activity, Sugar tax, Public policy process, Sugar-sweetened beverage tax, SSBs, South

Sugar tax is about revenue not
health: IRR

BY TMG DIGITAL -14 September 2016 - 12:58




South Africa Eventually Passed the Legislation

On December 2017 the Parliament
passed the new legislation on SSBs;

The health promotion levy was
implemented in April 2018
— 0.0046 USD per gram of sugar on a liter

— Only sugar content above 4g/100ml to be
taxed

— Small producers using <500 kg of sugar per
year are exempt

Michele.cecchini@oecd.org
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South Africa introduces sugar tax

By Rachel Arthur (2 u m E
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