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Why Alcohol and SSBs? Burden of disease

NCDs are the leading cause of mortality in Europe
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Why Alcohol and SSBs? Burden of disease

Tobacco and alcohol are the two main risk factors
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How to design excises on Alcohol & SSBs WHO, IMF, WB

World Bank: Knowledge Notes on Health Taxes

@ Tax design 1
® Success of health taxes depends on type (specific, ad valorem, mixed),
structure (uniform, varying with alcohol/sugar), and rates
v/ Consensus sees specific taxes as preferable to ad valorem taxes for all products
v/ Mixed structure with higher weight on specific component: expensive products

® Alcohol consumption has two different dimensions: volume of alcohol

consumed and patterns of consumption, especially heavy or binge drinking
v/ Make alcohol content the base for the specific tax (e.g. Euro per liter per ABV)

©@ Health taxes result in progressive (not regressive) outcomes, once
behavioral responses to price shocks are accounted for

© Actions countries can take for improving health tax outcomes:
® Diagnostics and analysis

Excise tax strategy (design and implementation)

Modelling (evaluation)

Monitoring and surveillance

Capacity building
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How to design excises on Alcohol & SSBs WHO, IMF, WB

World Bank: Knowledge Notes on Health Taxes

@ Tax revenues 2

Are efficient (easy to implement, generate revenue quickly, limited distortion to
general economic activities) and fiscally progressive

Tobacco and alcohol excise taxes generate an average of 0.6 and 0.3 percent of
GDP in tax revenue, respectively.

SSB taxes generate significantly less revenue than tobacco and alcohol
(substitution and reformulation).

Vary widely between countries, affected by:
Tax design (type, structures, rates)
Tax administration
Baseline levels of consumption

Reforms of health taxes contribute to

Significant increases in revenue very rapidly

Additional tax revenues over long periods (when tax is sustained)

Even in countries with relatively high tax rates, tax increases still generate increases
in tax revenues when these rates are increased regularly
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How to design excises on Alcohol & SSBs WHO, IMF, WB

World Health Organization

Q WHO technical manual on Eldelgle]} tax policy & administration s
® Tax structure matters, and should be designed based on local country context

* Consider differences between alcoholic beverages carefully when designing
alcohol taxes

® Alcohol content should be used as the tax base to generate incentives to
reduce alcohol consumption

® Rely more on specific excise taxes than ad valorem excise taxes
® Specific taxes should be adjusted automatically for inflation and income growth
® Alcohol taxes should be increased regularly to reduce affordability over time

© WHO manual on taxation policies to promote healthy diets
® Specific excise taxes are preferred from a public health perspective to reduce
consumption of targeted products

* Taxable products should incorporate all subtypes of SSBs to prevent
undesirable substitutions of untaxed SSBs for taxed SSBs
Excise taxes should not be applied to unsweetened bottled water
® Tiered structures based on sugar content are recommended if there is high
administrative capacity to ensure compliance
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How to design excises on Alcohol & SSBs WHO, IMF, WB

International Monetary Fund

@ How to Design Excise Taxes on \[deJyle]ile] Beverages (7
* Type of tax: excises (VAT and tariffs are not health taxes)

* Optimal level of taxation is country specific (cannot be driven by simple rules)

* A simple, comprehensive, and consistent approach across alcoholic products
should be considered as a first best.

® |n middle- and high-income countries, consumption of higher-value products is
relatively high: a mixed structure (alcohol content and value)

* Effective administration and collection of excise taxes on alcohol is
tremendously important.

© How to Apply Excise Taxes to Fight Obesity () (8]

* A health rationale inevitably leads to a specific excise preferably based on
sugar content.
® Major risks:
Bad design leading people to substitute for other unhealthy food
Relatively low revenue yield even if substitution is accurate
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How to design excises on Alcohol & SSBs WHO, IMF, WB

Consensus

There is strong institutional consensus on how to do well-designed
health taxes and effective implementation:

v WB, WHO, IMF, OECD

v Broader: Fiscal policy. Platform for collaboration on tax
https://www.tax-platform.org/

v Scientific independent evidence
v Institutional technical documents (references)

v~ WB technical assistance to country teams
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Are these taxes well-designed and implemented in Europe? Europe

EU Alcohol Tax Directives

e Sets structures

v/ Tools for both demand and supply incentives
v/ Recognizes heterogeneity in alcohol content within and between product
categories

X Minimum tax rates are very low (lower than many LMICs)

X No increases in minimum rates for nearly three decades has led to
alcohol becoming dramatically more affordable over time

X Weak normative signal:

® Tobacco tax directive sets a strong normative standard;
X Countries likely to believe that alcohol tax directive sets a good standard when it
does not set a good standard

v/ Opportunity for improvement and become best practice
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Are these taxes well-designed and implemented in Europe? Europe

Minimum excise tax on alcohol in the EU
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Are these taxes well-designed and implemented in Europe? Europe

Minimum excise tax on alcohol vs. tobacco in the EU
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Are these taxes well-designed and implemented in Europe? Europe

Beer excise taxes per 330 ml (4% ABV)
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Are these taxes well-desig d implemented in Europe? Europe

Still wine excise taxes per 750 mi
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Are these taxes well-desig d implemented in Europe? Europe

Distilled spirits excise taxes per 750 ml (40% ABYV)

€16
€14
€12 . .
e EU minimum is
€10 .
not a standard, it
€8 .
is a floor
€6
€4 e Most countries
e |||I||I||||||| have low taxes...
© PN ssscausprparoprssveEsyeEsE in a region with
HESESA=283EC P2 3R ESEEERgTE lowtax
= B En 8gnz %2 THEEVETAE
3 3o 2
w

Source: European Commission (1/1/2023)

Global Tax Program (World Bank) Health Taxes: Alcohol & SSBs June 24, 2024 17/30



Are these taxes well-design

nd implemented in Europe?

Tax share too low: less than 25% [9]
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Norway
Sweden
Tirkiye
celand
Finland
United Kingdom
Ireand

Lithuania
Netheriands (Kingdom of the)
WHD European Region
Hungary

Haly

Cyprus

Abania

Denmark

Kyrgyastan

Caechia

Portugal

Keerbaian
Uzbekistan
Georgia
Belarus
roatia
Kazaktstan
Austria
Switzerand
Germany
Bulgaria
Slovakia
Spain
Romania

0% 25% 50% 75% 100%

Global Tax Program (World Bank)

WINE

Tirkiye
Sweden
Ireland
leeland
United Kingdom
Finland

WHO European Region
Estonia -

Netherlands (Kingdom of the) -
Belarus

Poland

Ukraine

Kyrgyzstan

Aaerbaijan
Kazakhstan
Uzbekistan
Sloenia
Slovakia
Romania

Switzerland
Bulgaria
Austria

0% 25% 50% 75% 100%

alth Taxes: Alcohol & S

WHO European egion

Romania
Netherands (Kingdom of the)|

Bulgaria

Aeetijan

Kyrgyastan

Uzbekistan

Kazakistan

Oyprus

Austria

Switzeiand
Denmark
Haly

Norway
Finland
Sweden
Iceland
Estonia
Tirkiye
Lithuania
Belanss
Ireand
Poland
United Kingdom
Latvia
Hungary
Germany
elgium
Abania
Czechia

0% 25% 50% 75% 100%

ALL ALCOHOLIC
BEVERAGES

WHO European Region RN
Uzhekistan
Hungary
Kyrgystan
Ukaine
Belgium
Greece
Raerbajan
Netheriands (Kingdom of the)
Siovakia

U -

Denmark
Bulgaria
Kazakhstan [
Cyprs
Germany
Sovenia
Spain
Georgia
Croatia
Austr [
Romania J.
Portugal [
Switzerlang [
Italy [

0% 25% 50% 75%100%

une 24, 2024 8/3




Are these taxes well-designed and implemented in Europe? Europe

Are the minimum rates low?: Variation

. L Product Ratio
¢ Higher minimum rates (highest/
means less variation in lowest)
effective taxes Beer (4.0% ABV) 0.97 20.3
e Lower minimum rates Beer (5.0%4ABV)  0.96 19.7
means greater variation Wine (still) 0.84 i
in effective taxes - -
Wine (sparkling)  1.14 n/a

X Less harmonization in
taxes/prices Spirits 0.64 8.9
X Undermines tax

administration Cigarettes 0-48 i
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Are these taxes well-designed and implemented in Europe? Europe

Are alcohol taxes low? International comparison

EUR pe Beer Wine |Spirits
(ABV) (5%) |(15%) |(40%) X Minimum alcohol tax

0.09 ) 2.20 rates in the EU are lower
Australia 1.89 25.60 than most other
Kenya 0.98  1.68 2.46 countries, independent
Philippines 0.66  0.95 ?f.Region
Singapore 210 9-26 24.70 ¢ Level of development
South Africa 0.32 0.26 5.23
Thailand 0.91 10.94 1.68

Source: GTP Estimations

Note: All countries apply alcohol content based specific taxes except Kenya and Philippines
(volumetric); South Africa apply volumetric on wine only; excise taxes in the table are
standardized to a volumetric measure per Litre based on the stated ABV; rate for sprits in
Thailand applied to clear spirits, dark spirits are approximate 6.72/L; wine is excisable in
Australia, however the system is too complex to summarize in a single measure; sprits are
excisable in the Philippine, however a large ad valorem component made comparison
difficult.
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Are these taxes well-designed and implemented in Europe? Evidence into practice: Checklist

Checklist on alcohol in Europe: Quiz time

¢ Uptake: Is there an excise on ¢ As aresult of a good design is

alcohol? Yes (100%) alcohol expensive?

X Tax share low

¢ Design: Is the design (type, X Price low

scope, base, structure, rates) X More affordable over time
well-designed? No * Administration: Are these
v/ Type: specific excises being effectively
X Rates: extremely low administered?
X Exemptions X Volume not being measured

X Ineffective track & trace system
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Are these taxes well-designed and implemented in Europe?

Evidence into practice: Checklist
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Are these taxes well-designed and implemented in Europe? Evidence into practice: Checklist

Excises on SSBs in Europe: Today [6]

I \ational level SSB tax

I Sub-national level SSB tax

[ Municipality level SSB tax
No information

I ot applicable
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Are these taxes well-designed and implemented in Europe? Evidence into practice: Checklist

Lessons on SSBs [10]: ongoing policy learning

* Require adaptation to a country’s legislative, fiscal, economic and
health context.

e Government can refine and adapt the tax design, tax base and tax
rate in line with evidence and experience, following initial
implementation

e Successful SSB taxes characterized by constructive collaboration
between finance and health policy-makers.

e Support from actors external to government can counter industry
opposition and foster SSB tax adoption.

¢ Regional institutional structures and technical support can foster
SSB taxes.
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Takeaways and next steps

Key takeaways and next steps on action

@ Why excises on alcohol and
SSBs?

® Deaths and health imbalance
® Fiscal imbalance
® Ongoing cost of inaction

© How to design excise taxes?

v/ Best practices: WHO, IMF, WB
v/ Successful cases

X Europe: far away from best
practices on alcohol

© What are the next steps in
implementation in Europe?

Global Tax Program (World Bank)

Significant increases in alcohol
rates

Simplification of alcohol tax

structures

v/ Specific: High rate per liter per ABV

v/ Indexation of specific to inflation

v/ Eliminate exemptions & close the
loopholes

Broader uptake of well-designed
excises on SSBs

Tax administration (Overall)

Track volume of products
Independent track and trace system
Implementation of effective
interventions on illicit trade [11, 12]
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Takeaways and next steps
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Takeaways and next steps

Thanks!

For technical assistance on health taxes (24/7)
Ceren Ozer: cozer@Qworldbank.org
Danielle Bloom: dblooml@worldbank.org

Norman Maldonado: normanmv@worldbank.org
Evan Blecher: eblecher@worldbank.org

More resources on health taxes:
worldbank.org/en/programs/the-global-tax—program
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