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As Minister of Healthy Living, Youth and Seniors | am please to reply to the email you sent on July 7" to
Minister Cswald, regarding taxation of unhealthy food as a health promotion strategy.

You are absolutely correct in identifying chronic disease as a major challenge for public health, and the
burden it creates for both ill individuals and for the health care system.

In recent years there have heen numerous reports and studies which have made recommendations en

. obesity and chronic disease prevention strategies, and many of these have suggested a tax on

‘unhealthy’ foods, such as a ‘junk food tax’, 2 ‘fat tax’, or tax on sugar-sweetened beverages. The utility
of such strategies is still the subject of research and debate. While it is clear that they could provide a
way of raising considerable revenue, which might be directed to prevention and health promotion, it is
much less clear that they would have any meaningful impact on consumer behaviour, food
consumption, and thus public health. My department has examined this issue in the past and continues
to monitor new research. | would refer you to a summary of the issues involved in an article written by
one of my staff in 2006 {attached] as well as a more recent overview of the sugar-sweetened beverages
issue. We continug to monitor this issue and should more convincing evidence emerge, we would
certainly revisit the policy options,

Thank you for your interest in this topic

JR
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Summary Overview

Over the past few years there has been increasing
Interest in nutrition advocacy circles and in the popular
press about the idea of a so-called "fat tax", "junk food
tax" or "snack tax". In this review | will address several
basic issues connected to small taxes on food including
their intended purpose, how they work, pros and cons and
implications for dietetic practice.

Background

The concept of a small tax on selected food products is
rooted in two big ideas. Firstly, strong scientific evidence
that links diet to chronic disease, together with, concerns

" over the increasing prevalence of obesity has fuelled calls

for strategies to reduce intakes of dietary fat, sugar, salt
and overall food energy (1). Secondly, as food costs are
important factors in consumer food choice, it is thought to
be possible to change eating behaviour through the
application of economic levers. The two ideas infersect in
the fact that energy dense foods are amongst the |east
costly of foods (2).

in 1994, Dr. Kelly Brownell of Yale University suggested
taxing unhealthy foods, a proposal that was quickly
labelled “the Twinkie Tax" and ridiculed by opponents {3).
Since then several types of small taxes on food have
been proposed, the mast comman of which are styled:
"Junk food tax”; “Fat tax”; and "Snack Tax". An alternative

economic strategy, the application of subsidies to healthy -

food choices, is beyond the scope of this discussion (4).

Pefinitions

The terms “junk food tax", “fat tax”, or *snack tax", lack
comimon clear definitions. "Junk food" is more of a
conceptual category than it is a nutritional one, although
the term is widely used as shorthand to refer to some or

Taxing qud

all of high fat or sugar snack foods, fast foods,, soft drinks
and candy (5). “Fat tax” embraces a variety of schemes to
fax foods based on thelr total fat content, or specifically
the saturated fat or trans-fat component. For example
Marshall suggests that products could be taxed if they
raised cholesterol concentrations but be exempted if the
“ratio of polyunsaturates to saturates (and trans fatly
acids) were more favourable” (B). Targeting foods for
taxation based on their fat {or indeed, other nutrient)
content provides a clearer nutritional criterion than that of
junk-food / non junk foed. “Snack foed”, like “junk food”, is
a more ambiguous concept. For example, Health Canada
refers to snack foods "fike potato chips and pretzels" but
also to the concept of healthy nutritious snacks from the
food groups {7), while examples from Industry: Canada of
what are considered as snack food include cheese curis,
popcorn, corn chips and potato chips (8).

Why a tax?

Advocates identify two potential positive cutcomes of
differentiated food taxes. The first is the potential for
prompting changes in individual eating behaviour that are
consistent with current nutritiortal advice on healthy eating
and that will contribute to changes in pepulation
consumption patterns leading to reduced levels of obesity
and chronic disease. This rationale is generally favoured
by public health groups and consumer health lobbies and
is often proposed as part of a broader comprehensive
health promotion/public health strategy, citing the
experience of cigarette taxation as a component of a
comprehensive tobacco control strategy (9). The second
outcome is revenue generation that could be'directed to
support nutritional health promotion programs. For this
reason, some critics who doubt the fikeliness of the first
outcome nevertheless support such taxes.
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Options for tax intervention

Taxes on food may be applied at the retail level in the
form of general or targeted sales taxes. In Canada, food
is already differentially taxed through the Goods and
Services Tax (GST) and Provincial Sales Tax (PST).
Foods and beverages subject to GST are listed by
Canada Customs (10}, There is, arguably, a high degree
of congruency between what is in this list and what would
be likely fo be on a “junk food" or "snack food” tax list. A
number of states from the United States of America have
at different times experimented with levying special taxes
on soft drinks and specific snack foods or have excluded
these products from tax exemptions given to food
praducts (11).

There are also options for levying taxes at different
stages in the food system. Approaches iried in the us.
include;

» Manufacturers tax - payable on production voiume (e.g.
soft drinks or syrups} or as a percentage of sales
revenue, and

= Wholesalers and distributors tax - payable on amount
of product sold.

in several jurisdictions these types of taxes were
subsequently repealed due to industry fobbying and
threats to commercial development {12).

Would junk food taxes be effective?

While there have been few attempis to demonstrate the
actual impact of such taxes with real world examples,
saveral recent economic modelling studies have
attempted to gauge the likely impact of such taxes, taking
into account factors such as current levels of
consumption, price elasticity and substitution strategies, A
United States Department of Agriculture (USDA) model
suggests that "small” taxes on snack foods would be
ineffective in changing patterns of consumption and would
have litlle impact on diet quality or heath outcomes (13).
Even a 20% tax on safty snack foods would result in only
. a 4-6 ounce reduction in annual per capita consumption.
Moreover, as the authors point out, there is no guarantee
that any consumption changes prompted by such taxes
would be nutritionzlly beneficial.

An analysis carried out for the Danish Food and Resource
Economics Instiiute indicated that differential taxes based

©2006 Dietitians of Canada. All rights reserved.
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on total fat, saturated fat or sugar could have an impaci
on consumption of fats, sugars and overall calories for
some groups although with no particu!arly advantageous
sffecis” for the socic-demographic groups ameongst which
obesity and unhealthy diets are of the most concern (14).
The authors suggest that combining economic
instruments with public information campaigns may be a
fruitful avenue for further exploration. A U.S. study that
attempted to simulate the effects of a fat fax on dairy
products concluded that a 10% tax on fat content Had litie
impact on the quantity of dairy products consumed by any
group, though there was an overall predicted 1.4%
reduction of average total fat intake (158}, Other
researchers have proposed combining taxation of less
nealthy options with 'subsidies for healthier alternatives
such as fruils and vegetables as a potentially mere
effective strategy in improving diet gquality and heaith
outcomes {15).

Food taxes would almost certainly raise revenues. The
USDA analysis cited above estimated that a 1% tax on
potato chips translates into twenty seven million dollars of
revenue that could be spent on education programs.
Governments are often reluctant to allocate specific
revenue sireams {0 specific purposes. A ‘notable
exception is VicHealth — a very successful Australian
health promotion foundation supporied through tohacco
taxes (17). More often, monies go into general revenues
from where they are reallocated according to changmg
needs and government priorities.

It should be noted that food taxes are regressive in nature
since they disproportionately affect lower income
populations where a higher percentage of income js spent
on food. Modelling the distributional effect of hypothetical
taxes on saturated fat, monounsaturated fat, sodium and
cholesterol using data from the National Food Survey, a
recent United Kingdom analysis showed that the poorest
2% of people would pay 0.7% of total income on a fat tax,
while the richest group would pay only 0.1% of total
income (18).

implementation issues

If the idea of a “junk food", "snack food" or "fat tax" gained
political and public support, there would be at least two
kinds of implementation challenges to address. The first is
in deciding what to tax. It is difficult to link specific foods to
specific health impacts so the idea of tax on specific food
and beverage products runs counter to the message that
it is overall dietary intake that matters. There would have
to be broad agreement on the part of policy makers,
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practitioners and industry on what constitutes “junk-foog”
or "snack foed” and therefore is taxable.

The second challenge recognises the complexity of
administering a differential retail tax. Given that new
products are constantly appearing on the market, and that
manufacturers may change product specifications, a
continuatl monitoring, evaluation and classification system
would be required. Retailers would need to adopt new
technologies and/or accounting systems to charge the
tax, and tax remittance and collection systems would
have ¢ be developed. Restaurants would be faced with
an even more complex task. It may be that tax levies at
the manufacturer or distributor level would be relatively
easier to administer and would underline the idea that
healthier choices are an industry as well as consumer
responsibility. In either case, both producers and
consumers would likely bear a share of the costs.

implications for dietetic practice

While economic incentives and disincentives are a
potential addition to the array of public policy instruments
available to encourage healthy eating, there is as yet no
clear cut empirical evidence an which to judge the merits
of junk food or similar taxes. The Institute of Medicine
concludes that there is insufficient evidence fo
recommend either for or against taxing these foods, while
a recent Canadian think-tank on addressing obesity
concluded that the relationship between economic
policies such as the role of tax incentives and
disincentives and their influence aon eating behaviours is
poorly understood and requires further research {19).

It would be useful to develop more robust definitions of
terms such as "Junk Food” and "Snack Food" as a means
to defining exactly what foods would be targeted and why,

Continuing media discourse about food tax proposals
does provide an opportunity for dietitians to engage the
public in discussions about the imporitance of healthy
eating and the role of public policy in supporting healthy
choices.

Written by Paul Fieldhouse, PRD and reviewed by Kim
Raine, PhD, RD and Carmen Connolly,
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At present, 25 states impose small taxes on soda and other beverages with added
sugar.

A 2009 report from the Center for Science in the Public Interest, Taxing Sugared
Beverages Would Help Trim State Budget Deficits, Consumers' Bulging Waistlines,
and Health Care Costs outlines the health and fiscal benefits of a soda tax.
President Barack Obama has lent his support for a soda tax which could benefit
children’s health and the nation’s wealth. "l actually think it's an idea that we should
be exploring. There's no doubt that our kids drink way too much soda.”

A January 2010 CBS News opinion poll found that 60% of those surveyed opposed
a junk food tax.

International

Romania will become the first country in the world to introduce a tax on junk food.
The new tax will apply to individuals or organizations that produce, import or process
food with a high content of salt, fats, sugar and additives. The new tax, to be
introduced in March 2010, will be used for health programs.in the country. The
ministry justified its proposal stating that a significant number of people in Europe
suffer from obesity, increasing the risk of diabetes, hypertension and premature
death due to unhealthy food.

Taiwan is considering similar action. The Bureau of Health Promotion is drafting a
bill to levy the special tax on food deemed unhealthy, such as sugary drinks, candy,
cakes, fast food and alcohol. Revenue from the tax would finance groups promoting
health awareness or subsidize the national health insurance program. If approved it
would come into effect next year.

Milk Subsidies

In 2008 a milk subsidy proposal was introduced in the NWT legislature, with an
estimated cost of $1.0 - $1.5million per year. This was not successful.

Milk is an eligible product in the Federal Food Mail program, which serves some
Manitoba communities. This program has recently been comprehensively rewewed

_and a final report is pending.
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“The Northérn Healthy Food Tnitiative [NFFI] was established as an mterdepartmenta]

government response to the Northern Food Prices Report, and continues to operate
under the leadership of ANA. HLYS, MH, MAFR(, HCMO and Conservation are the
partner departments. Northern Healthy Food Initiative was given a mandate to
pursue a limited number of priority items from the report, with a focus on remote -
communities. The items identified above were not part of the mandate.
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Current Status:

Junk Food Tax

Canada

No jurisdictions have introduced a specific ‘junk food tax’ to date.

G/

The concept of junk food taxes continues to surface in policy discussion forums and
public health reports. See Appendrx 2 for summary chart from Canadian AgnFood v

Policy Institute on economic instruments for addressing diet.
Current provincial Retail Sales Tax which is applied to selected food items is to
some extent a de facto junk food tax.

In the absence of more up-to-date figures, a 2006 Ipsos Reid poll reported that forty-

five percent of respondents supported introducing "a special tax on shack foods,

such as potato chips, candy and chocolate, to discourage people from buying them”.
There is some evidence that support is higher when the revenues raised are to be

directed to improving child nutrition.

U.S.

There has been a particular impetus in the US focusing on ‘soda taxes'.
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23 (1) Cb) . - comments were accurate: this is a complex issue that has been the subject of much
and ongoing debate over everything from the concept itself to implementation to potential outcomes.

The department of Healthy Living, Seniors and Youth [previously Health and Healthy Living] has
previously undertaken some internal analysis of the issue. and continues to monitor develobments.
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There is a considerable amount of literature on the topic - both academic and popular commentary -
that can be readily accessed. {An example is attached. Please note this does not represent the views of
the department - Mark - I don't know if you want to include this or not. It is the Current Issues paper
I did for DC in 2006: no department affiliation is given)

Promotion of healthy eating at school has been a major thrust in the last few years. The Manitobe
Public Schools Act requires that all publicly funded schools in Manhitoba have a written nutrition policy.
Government has provided a range of supports to schools to help them achieve this, such as handbooks,
guidelines, workshops and a toll-free line. Information on this initiative can be found at
http://www.gov.mb.ca/healthyschools/foodinschools/index. him| '

Government of Manitoba contributes funding support for school nourishment programs, such as
breakfast and snacks, through the Child Nutrition Council of Manitoba.

The Northern Healthy Food Initiative is an interdepartmental initiative led by Aboriginal and Northern
Affairs that warks with northern regional pariners to increase access to affordable nutritious food in
northern and remote communities. Projects include gardening, greenhouses, small livestock production,
freezer loan projects and school curriculum,

Nutrition programs are also delivered by RHAs and other health agencies and non-government
organisations
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Summary Overview

Over the past few years there has been increasing
interest in nutrition advocacy circles and in the popular
press about the idea of a so-called “fat tax”, “junk food
tax” or “snack tax". In this review | will address several
basic issues connected fo small taxes on food including
their intended purpose, how they work, pros and cons and
implications for dietetic practice.

Background

The concept of a small tax on selected food products is
rooted in two big ideas. Firstly, strong scientific evidence
that links diet to chronic disease, together with, concerns
over the increasing prevalence of obesity has fuelled calls
for strategies to reduce intakes of dietary fat, sugar, salt
and overall food energy (1). Secondly, as food costs are
important factors in consumer food choice, it is thought to
be possible to change eating behaviour through the
application of economic levers, The two ideas intersect in
the fact that energy dense foods are amongst the least
costly of foods (2).

In 1894, Dr. Kelly Brownell of Yale University suggested
taxing unhealthy foods, a proposal that was quickly
labelled "the Twinkie Tax" and ridiculed by opponents {3).
Since then several types of small taxes on food have
been proposed, the most common of which are styled:

“"Junk food tax"™; “Fat tax™: and “Snack Tax". An alternative

economic strategy, the application of subsidies to healthy
food choices, is beyond the scope of this discussion (4).

Definitions

noou

The terms “junk food tax”, “fat tax", or "snack tax", lack
common clear definitions. “Junk food" is more of a
conceptual category than it is a nutritional one, although
the term is widely used as shorthend to refer to some or

Taxing Food

all of high fat or sugar snack foods, fast foods, soft drinks
and candy (5). “Fattax” erribraces a variety of schemes to
tax foods based on their total fat content, or specifically
the saturated fat or trans-fat component. For example
Marshall suggests that products could be taxed if they
raised cholesterol concentrations but be exempted if the
‘ratio of polyunsaturates to saturates (and trans fatty
acids) were more favourable” (8). Targeting foods for
taxation based on their fat (or indeed, other 'nutrient)
content provides a clearer nutritionai eriterion than that of
Jjunk-food / non junk food. “Snack food", like “junk food”, is
a more ambigucus concept. For example, Health Canada
refers to snack foods "like potato chips and pretzels” but
also to the concept of healthy nutritious snacks ifrom the
food groups (7), while examples from Industry Canada of
what are considered as snack food include cheese curls,
popcorn, carn chips and potato chips (8).

Why a tax?

Advocates identify two potential positive outcomes of
differentiated food taxes. The first is the potential for
prompting changes in Individual eating behaviour that are
consistent with current nutritional advice on healthy eating
and that will contribute to changes in population
consumption patterns leading to reduced levels of obesity
and chronic disease, This rationale is generally;favoured
by public health groups and consumer health lobbies and
is often proposed as part of a broader comprehensive
health promotion/public  heailth strategy, citing the
experience of cigarette taxation as a component of a
comprehensive tobacco controf strategy (2). The second
outcome is revenue generation that could be directed to
support nutritional health promotion programs. For this
reason, some critics who doubt the likeliness of the first
outcome nevertheless support such taxes.
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Options for tax intervention

Taxes on food may be applied at the retail level in the
form of general or targeted sales taxes. In Canada, food
is already differentiaily taxed through the Goods and
Services Tax {GST) and Provincial Sales Tax (PST).
Foods and beverages subject to GST are listed by
Canada Customs (10). There is, arguably, a high degree
of congruency between what is in this list and what would
be likely to be on a "junk food" or "snack food” tax list. A
number of states from the United States of America have
at different times experimented with levying special taxes
on soft drinks and specific shack foods or have excluded
these products from tax exemptions given to food
products (11).

There are also options for levying taxes at different
stages in the food system. Approaches tried in the U.S.
include:

* Manufacturers tax - payable on production volume (e.g.
soft drinks or syrups) or as a percentage of sales
revenue, and

» Wholesalers and distributars tax - payable on amount
of product sold.

In several jurisdictions these {ypes of taxes were
subsequently repealed due to industry lobbying and
threats to commercial development (12).

Would junk food taxes be effective?

While there have been few attempts to demonstrate the
actual impact of such taxes with real world examples,
several recent economic ‘modelling studies have
attempted to gauge the likely impact of such taxes, taking
into account factors such as current levels of
consumption, price elasticity and substitution strategies. A
United States Department of Agriculfure {(USDA) model
suggests that "small” taxes on snack foods would be
ingffective in changing patterns of consumption and would
have little impact on diet quality or heath outcomes (13).
Even a 20% tax on salty snack foods would result in only
a 4-B ounce reduction in annual per capita consumption.
Moreover, as the authors point out, there is no guarantee
that any consumption changes prompted by such taxes
would be nutritionally beneficial.

An analysis carried out for the Danish Food and Resource
Economics [nstitute indicated that differential taxes based
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on total fat, saturated fat or sugar could have an impact
on consumption of fats, sugars and overall calorigs for
some groups, although with no “particularly advantageous
effects” for the socio-demographic groups amongst which
obesity and unhealthy diets are of the most concern (14).
The authors suggest that combining economic
instruments with public information campaigns may be a
fruitful avenue for further exploration. A U.S. study that
attempted to simulate the effects of a fat tax on dairy
products concluded that a 10% tax on fat content:had little
impact on the quantity of dairy products consumed by any
group, though there was an overall predicted 1.4%
reduction of average, total fat intake (15). Other
researchers have proposed combining taxation of fess
healthy options with subsidies for healthier alternatives
such as fruits and vegetables, as a potentially more
effective strategy in improving diet quality and health
outcomes (16).

Food taxes would almost certainly raise revenues. The
USDA analysis cited above estimated that a 1% tax on
potato chips translates into twenty seven million dollars of
revenue that could be spent on education programs.
Governments are often reluctant to allocate specific
revenue streams to specific purposes., A- notable
exception is VicHealth — a very successful Australian
health promotion foundation supported through' tobacco
taxes (17). More often, monies go into general revenues
from where they are reallocated according to changing
needs and government priorities.

It should be noted that focd taxes are regressive in nature
since they disproporticnately affect lower income
populations where a higher percentage of incomé is spent
on food. Modelling the distributional eifect of hypothetical
taxes on saturated fat, monounsaturated fat, scdium and
cholesterol using data from the National Food Survey, a
recent United Kingdom analysis showed that the poorest
2% of pecple would pay 0.7% of total income on a fat tax,
while the richest group would pay only 0.1% of total
income (18).

Implementation issues

If the idea of a “junk food”, "snack food” ot "fat tax" gained
political and public support, there would be at least two
kinds of implementation challenges to address. The first is
in deciding what to tax. It is difficult to link specific foods to
specific health impacts so the idea of tax on specific food
and beverage products runs counter to the message that
it is overall dietary intake that matters. There would have
to be broad agreement on the part of policy makers,
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