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Are sweetened beverage taxes
equitable policy?
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when tax revenues are intentionally invested in
communities with lower incomes.

A tax on sweetened beverage taxes
can be an equitable and effective
health policy when tax revenue is
invested in lower-income
communities.

SUMMARY
Overconsumption of sugar sweetened beverages (SSBs)
contributes to multiple adverse health outcomes. Both SSB
consumption and the associated health impacts are higher
in lower-income communities. Sweetened beverage taxes
(SBT) have emerged as an effective health policy for
reducing sales of taxed beverages. However, there is
concern these taxes place a greater financial burden on
people with lower incomes.
This study, the first to our knowledge using real-world tax
data, explored the economic equity aspects of SBT. The
study looked at taxes paid, and benefits received from
programs supported with tax revenues, by people with
lower and higher incomes in three U.S. cities. Not
surprisingly, taxes paid by people with lower incomes
accounted for a larger proportion of their household
income (ranging from 0.06% - 0.5% across the cities)
compared to those with higher incomes (range 0.01%0.06%). However, the proportion of income spent on SBT
was quite small for both income groups. The annual per
person dollar amount paid in taxes was also small ($5.50$31 across the cities and income groups) and did not differ
by income level within cities. Notably, we found the net tax
effect was to redistribute dollars from higher- to lowerincome populations. The dollar amount of tax revenues
funding programs targeted towards people with lower
incomes is greater than the amount they pay in taxes. This
suggests that a SBT is a progressive, equitable public policy

BACKGROUND
Overconsumption of sugar sweetened beverages (SSBs)
contributes to poor diet quality, weight gain, diabetes, heart
disease, and poor oral health [1-5]. In recent years,
sweetened beverage taxes (SBTs) have emerged as an
effective health policy for addressing overconsumption by
reducing sales of taxed beverages [6,7]. There is concern
these taxes may place a greater financial burden on people
with lower incomes because they consume more SSBs
relative to people with higher incomes [8], thus the tax may
absorb a greater proportion of their income. However,
others have suggested that people with lower incomes may
experience a net fiscal benefit if tax revenues are invested
in programs that benefit them. In this study, we compared
tax payments and benefits across income groups in three
U.S. cities with SBTs.

KEY FINDINGS
> Lower-income populations in three U.S. cities paid a
higher percentage of their household income in beverage
taxes (0.06% – 0.5%) relative to higher-income populations
(0.01-0.06%), although the percentage was small.
> There was no difference in the dollar amount of taxes
paid per person per year by lower-income and higherincome households, which ranged from $5.50 to $31
across cities and income groups.
> The investment of tax revenues in lower-income
communities was greater than the amount these
communities paid in taxes. The opposite was true for
higher-income communities.
> The annual net benefit to lower-income communities
ranged from $5.3 million to $16.4 million across the cities.

METHODS
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We studied the volume of beverage purchases1 made in
food stores by 1,141 households in three U.S. cities
(Philadelphia, Seattle, and San Francisco) with volumebased sweetened beverage excise taxes. We analyzed data
for the first year after tax implementation in each city. This
allowed us to estimate the amount of annual tax paid per
person assuming 100% of the tax was included in the
beverage purchase price. Next, we used city population
data2 to calculate the per capita amount of tax paid by
income level (lower income defined as ≤ 200% federal
poverty level (FPL), higher income defined as > 200% FPL) in
absolute dollars and as a proportion of household income.
We reviewed public documents and contacted city
representatives to determine the amount of annual tax
revenue collected and the amount invested in programs
serving communities with lower incomes. We then
calculated the net benefit as: (tax revenues allocated to
communities with lower incomes) – (aggregated tax
payments made by people with lower income). A positive
number indicates a net benefit to lower-income households
and a transfer of funds from higher- to lower-income
households.

FINDINGS

1

We used data from Neilsen’s Homescan Consumer Panel and
Numerator’s OmniPanel which collect food and beverage
purchases from food stores. Purchases from restaurants, coffee
shops, etc. are not included.
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Figure 1.

by tax revenues to a greater extent than people with higher
incomes. The proportion of revenues targeted to programs
serving people with lower incomes was 70% in Philadelphia,
56% in Seattle, and 55% in San Francisco.
The revenue investments from SBTs dedicated to programs
serving communities with lower incomes was more than
the total tax collected from lower-income households. This
resulted in a net transfer of taxes paid by higher-income
populations to lower-income populations. The net benefit
to lower-income communities was $16.4 million in
Philadelphia, $6.4 million in Seattle (Figure 2), and $5.3
million in San Francisco, and represented a 22%, 28%, and
40% transfer of revenues collected, respectively.

Households with lower incomes paid a significantly larger
proportion of their income (ranging from 0.06% - 0.5%
across the three cities) on SBT compared to families with
higher incomes (0.01% - 0.06%). However, the total annual
per person dollar amount paid in taxes was small. It ranged
from $5.50 - $31 per year among people with lower
incomes and $9.10 - $27 among those with higher incomes.
There was no statistically significant difference between the
income groups within each city (Figure 1). In Philadelphia,
people with lower incomes paid $4.00 more per year and in
Seattle, $6.90 more. In San Francisco, the higher-income
group paid $3.60 more.
In all three cities, the higher-income group contributed a
greater share of SBT revenues compared to the lower
income group because a larger proportion of each city’s
population has higher incomes. Higher-income populations
paid 85%, 72%, and 52% of the total revenue collected in
San Francisco, Seattle, and Philadelphia respectively. People
with lower incomes benefitted from programs funded by

$31.00

Taxes paid and beneﬁts received by income level
($ millions)
Sea<le
$20.0
$15.0

$16.1

$10.0

Net benefit:
$6.4 million

$5.0
$-

$3.1
Higher income
Taxes paid

$12.5

$6.1
Lower income
Beneﬁts recevied

Figure 2.

CONCLUSIONS & POLICY
IMPLICATIONS
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City population and demographic data was obtained from the
American Community Survey.
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We examined three measures of sweetened beverage tax
(SBT) economic equity impacts across three U.S. cities and
found:
> Lower-income households paid a larger proportion of
household income on the tax. However, the proportion paid
by households was small (0.06% to 0.5% for lower-income
and 0.01% - 0.06% for higher-income households).
> There was no difference in the dollar amount of taxes
paid per person per year across income groups within each
city. The amount ranged from $5.50 per year among lowerincome households in San Francisco and $31 per year
among lower-income households in Philadelphia.
> The dollar amount of revenue allocations targeted
towards programs benefitting people with lower incomes
exceeded the amount of tax collected from this income
group and generated a net transfer of revenues collected
from higher-income populations to programs serving lowerincome populations.
To our knowledge, this is the first study to use real-world
data to estimate the equity impacts of SBTs. Our findings
are consistent with other modeled simulation studies that
looked at hypothetical taxes [9,10].
In conclusion, SBTs can be an equitable public policy when
revenues are allocated to programs that benefit people with
lower incomes. This can be accomplished by dedicating SBT
revenue by law (“earmarking”) to these programs rather
than placing them in a jurisdiction’s general fund.
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