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To: Onondaga County, Office of the County Executive 
From: Madeleine Hamlin 
Memorandum: Proposal to Implement a Countywide Soda Tax 
Date: May 2017 

Executive Summary 
In recent years, cities around the United States have implemented taxes on sweetened drinks, 
such as pre-sweetened iced teas, lemonade, sports drinks, and, most prominently, sodas. Known 
popularly as a soda tax, this excise tax is intended to curb consumption of sugary beverages, 
which are linked to higher levels of obesity due to their high, sugar-derived calorie contents. 
Excise taxes can also create a new and profitable revenue stream for cash-strapped 
municipalities.  
 
Based on research from other municipalities that have levied a soda tax, I recommend that 
Onondaga County follow suit. Soda taxes have been shown to curb consumption of sugary 
beverages, something that could have important health impacts in the long term, especially for 
low-income populations. However, it is important that a soda tax be levied for the right reasons: 
the tax should primarily be intended as a way to change consumer behaviors to improve public 
health and only secondarily as a way of raising revenues. After all, if a soda tax works as 
designed, its ability to raise revenues will be limited and should decline over time. Overall, 
despite its regressivity and questions about its adequacy, evidence shows that the social benefits 
of such a tax transcend any short-term drawbacks.  

The Soda Tax 
Like other excise taxes, the soda tax charges consumers extra for purchasing a specific product: 
in this case, sugar-sweetened beverages. Soda taxes are primarily intended to do two things: 
First, discourage consumption of sugary beverages and second, raise new revenues for cash-
strapped local governments. As such, the soda tax is both a public health initiative as well as a 
tool for government finance.  

Public Health Impacts 
Soda consumption is a public health issue because sugary drinks are linked to numerous adverse 
health problems, including obesity and Type 2 diabetes as well as tooth decay (Anwar 2016). 
Indeed, these health problems are of particular concern in Onondaga County, where twenty-eight 
percent of adults are obese—the sixth highest obesity rate among all counties in New York State 
(Breidenbach 2016).  
 
As a public health problem, obesity is extremely costly to taxpayers: compared to someone of 
normal weight, an overweight person accrues an additional estimated $310 in health care costs 
annually, while an obese person can accrue $2,005 in excess health costs. In Central New York, 
studies show that an abundance of overweight and obese adults costs an estimated $545 million 
per year in excess medical spending. In our area, obesity rates are highest among people who 
earn between $15,000 and $24,999 annually and individuals who did not graduate from high 
school, so obesity is concentrated at the lower end of the income scale (Mulder 2015). This 
pattern matches a trend documented by scholars, which shows that Americans living in poverty-
dense counties are more prone to obesity (see Levine 2011).  
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Both economic estimates and empirical evidence suggest that soda taxes are successful at 
limiting the consumption of sugary drinks. One study from the Research Triangle Institute, a 
nonprofit research institute in North Carolina, predicted that a two-cent-per-ounce tax on a 
twelve-ounce can of soda could lead consumers to drink 5,800 fewer calories from sugary drinks 
per year (Aubrey 2016). Mexico approved national taxes on sugary drinks and junk food in 2013 
and has found that the taxes did drive down soda sales, especially among low-income 
populations that tend to consume soda the most (O’Connor and Sanger-Katz 2016; see below for 
a discussion of the soda tax in US cities).  

Like other sin taxes, there is thus a macroeconomic rationale for the soda tax: obesity costs 
taxpayers billions of dollars every year in medical costs. Some argue that a soda tax presents 
only a narrow and limited approach to internalizing excess health care costs (Boscia 2015). 
However, at the very least, the soda tax provides one avenue for addressing this pressing public 
health issue.  

Additionally, consultants for the beverage industry suggest that reductions in soda consumption 
after a soda tax may be owed primarily to the public awareness raised by pro-soda tax 
campaigns, and less to the soda tax itself (Charles 2016). Whatever the cause, however, the 
impact is the same: significant reductions in the consumption of sodas and other sugary drinks. If 
soda taxes are as effective as currently estimated, they could have a major impact in reducing 
obesity-related medical costs in the long term as they improve public health.  

Adequacy  
Advocates of the soda tax frequently tout it as a new and bountiful revenue stream that could be 
directed towards early child education, public safety, and deficit reduction, among other 
programs (O’Connor and Sanger-Katz 2016). However, because soda taxes are relatively 
untested in the United States, questions remain about their ability to raise revenues. Soda taxes 
constitute a “choice tax” because consumers can avoid the tax by choosing not to purchase the 
beverage, or by purchasing the beverage from a community without the tax. Either action would 
negate the revenue impacts of the tax, as well as its health impacts in the latter case (Editorial 
Staff 2016). Nevertheless, early results in American cities show that soda taxes have not-
insignificant revenue-raising potential, raising additional funds that are highly needed by many 
local governments today. Finally, the more municipalities that pass a soda tax, the more difficult 
it becomes for consumers to avoid it.  

Incidence 
The soda tax is levied on distributors, and existing studies vary as to how much of the tax is 
passed on to consumers (Associated Press 2016). A study of Berkeley, California, showed that 
soda sellers only passed about 43.1 percent of the full burden of the tax on to consumers after a 
soda tax was passed (Cawley and Frisvold 2016). However, it is too soon to say if this will 
remain the case, particularly as new soda taxes have recently been approved in surrounding 
cities, making it more difficult for shoppers to avoid the tax and more likely that distributors will 
pass more of the tax burden on to consumers. If the full tax burden is passed on to the consumer, 
it could result in a price increase of 67 cents for a two-liter bottle, or $1.44 for a twelve pack, 
which some critics see as overly burdensome for all consumers (Sanger-Katz 2016b; Editorial 
Staff 2016).  
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Regressivity 
Critics of the soda tax cite its regressivity as one of its main drawbacks, but focusing on 
regressivity at the point of purchase alone does not fully capture the impacts of the soda tax, 
which can do much to help low-income consumers. Soda taxes do hit low-income consumers the 
hardest, as low-income people are more common purchasers of soda and sugary beverages and 
the tax comprises a larger share of their income.  
 
However, low-income populations are often more sensitive to price increases by the very fact of 
being low-income, meaning that a soda tax will likely have a bigger impact on the behavior of 
low-income compared to high-income populations. In turn, this implies that the health impacts 
(and associated reductions in medical costs) will also be more significant for this population in 
the long run (Sanger-Katz 2016a).  
 
Additionally, because the taxes can be directed towards public health and nutrition programs, the 
funds can be purposefully directed towards improving the health and wellbeing of low-income 
communities in particular, which helps to further offset their regressivity. Directing the funds in 
this way can also help make the soda tax more politically palatable, particularly for those critics 
who see the excise tax as an inappropriate form of overreach into low-income consumers’ 
personal decisions. Finally, advocates of a soda tax, like Philadelphia Mayor Jim Kenney, argue 
that it comprises a “targeted tax on an industry that makes enormous profits on the backs of poor 
people” (Aubrey 2016). In other words, while soda taxes may be regressive, the status quo is also 
not working for the poor.  

Evidence from Other Local Governments 
In 2015, Berkeley, California became the first US city to implement a soda tax, while 
Philadelphia was the first major US city to do so in January 2017 (O’Connor and Sanger-Katz 
2016).  

Berkeley, California 
Based on prices before the tax, the Berkeley soda tax comprises an average of an 11 percent tax 
on twenty-ounce bottles, a 30.8 percent tax on two-liter bottles, and a 25 percent tax on a twelve 
pack of twelve-ounce cans, and is predicted to have significant public health impacts (Cawley 
and Frisvold 2016). According to a study run by researchers at UC Berkeley, Berkeley’s soda tax 
cut soda consumption in the city by 21 percent within the first year, while water consumption 
increased by 63 percent (Anwar 2016; Charles 2016). The researchers behind the study predict 
this reduction is sufficient to significantly reduce rates of obesity and Type 2 diabetes in years to 
come (Charles 2016).  
 
However, the UC Berkeley study is not without its critics. For example, there are questions about 
the validity of the study, which relied on in-person interview surveys of about 2500 people, in 
which subjects may not be truthful in describing their diets (Anwar 2016; Sanger-Katz 2016a). 
Additionally, because Berkeley is a single city of relatively high socioeconomic status, the 
authors of the study admit that the results may not be generalizable (Falbe et al 2016). 
Meanwhile, others say predicted public health impacts are only theoretical and cannot guarantee 
significant effects in the long term (Sanger-Katz 2016).  
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For example, public health effects will depend upon whether consumers go elsewhere to 
purchase sugary drinks or whether they make up for the extra calories in other areas of their diet. 
Indeed, the same Berkeley study shows that while soda consumption decreased in the first year 
of the tax, it increased by 4 percent in the surrounding cities of Oakland and San Francisco, 
where they did not yet have a soda tax, in the same year (Falbe et al 2016). Because Berkeley is 
just 10.5 square miles, the tax is relatively easy for consumers to avoid via cross-border 
shopping. This may be one reason that retailers passed less of the tax to consumers, fearing loss 
of sales (Cawley and Frisvold 2016). However, Oakland, San Francisco, and Albany, California 
have all recently passed soda taxes, so avoiding the tax will become more difficult for Bay Area 
consumers. 
  
Despite the limitations of the Berkeley study, it provides important preliminary results that 
indicate a positive impact of the tax on public health. Although participants may not be truthful 
in describing their consumption patterns, researchers interviewed residents before and after the 
tax was implemented, and there is no reason to believe that people were more truthful before the 
tax than after it was in place. Therefore, while I acknowledge the limitations of the study, I 
believe the findings to be valid and useful as a preliminary source of analysis.  
 
On the revenue side, the Berkeley soda tax has generated $2 million in just under two years. To 
decide how to spend this money, the city established a nine-member panel to advise the City 
Council. Of the $2 million, 42.5 percent has gone to Berkeley public schools for cooking, 
gardening, and nutrition programs; another 42.5 percent has gone to community groups that 
work on health issues; and the rest has funded the administration of the tax (Knight 2016).  

San Francisco, Oakland, and Albany, California 
San Francisco, Oakland, and Albany, California all passed soda taxes on the November 2016 
ballot after a contentious and expensive campaign: spending on these campaigns topped $50 
million—more than spending on the State’s senate race and statewide referendums on marijuana 
and gun control combined (Sanger-Katz 2016b). Like Berkeley, these three cities did not 
earmark the soda tax revenue, so the referendums required only a simple majority to pass 
(Knight 2016). Major donors to the pro-soda tax campaigns in the Bay Area include Michael 
Bloomberg, the former Mayor of New York City, as well as Laura and John Arnold, private 
philanthropists (Sanger-Katz 2016b).  

Cook County, Illinois 
Cook County, Illinois, followed the Bay Area’s suit by passing a soda tax just a few weeks later, 
also in November 2016 (Sanger-Katz 2016b). The penny-per-ounce tax on any sweetened drinks 
will commence in July 2017 and is predicted to raise up to $224 million annually. As in other 
municipalities, critics object to the tax on the basis that it would raise the sales tax on sweetened 
drinks to over 10 percent. They also cite worries that the additional tax will hurt retail businesses 
and result in job losses in the beverage industry (Editorial Staff 2016). However, there is no hard 
evidence to support this claim and, with the revenue gains generated by the tax, there is a 
potential for job creation in the county as well.  
 
Unlike the Bay Area campaigns, which have focused mainly on health impacts, officials in Cook 
County have justified the tax primarily as a revenue-raising tool to help offset State of Illinois 
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budget gaps (Editorial Staff 2016). While this may be effective in the short term, this is 
problematic since a soda tax should not provide large revenue streams in the long term. 

Philadelphia, Pennsylvania 
In Philadelphia, more than 68 percent of adults and 41 percent of children are overweight or 
obese, but, like officials in Chicago, Mayor Kenney also justified the tax much more as a 
revenue-raising program than a public health initiative (Associated Press 2016; Vara 2016). 
Unlike Berkeley’s soda tax, which does not include diet beverages, since these use sugar 
substitutes, Philadelphia’s tax does include diet drinks with the justification that the chemicals in 
these drinks are also unhealthy (Anwar 2016; Vara 2016). Or course, broadening the base of the 
tax also increases its revenue-raising potential. Philadelphia’s 1.5-cent-per-ounce soda tax is 
predicted to raise $91 million in tax revenue, which the city has proposed to direct towards 
education programs, park improvements, and the general fund (Aubrey 2016).  

Political Opposition 
The American Beverage Association (ABA) spent $38 million opposing the fall ballot proposals, 
but they all passed (O’Connor and Sanger-Katz 2016). The ABA argues that soda taxes will not 
reduce sugar consumption and that it is already doing its part to combat obesity by encouraging 
consumers to drink diet and low-calorie options (O’Connor and Sanger-Katz 2016). The ABA 
has also argued that grocers would raise the prices of products across the board to offset the soda 
tax, rather than levying a large price increase on soda alone (Knight 2016). While this is a 
possibility, there is no evidence at this point to suggest that this would happen. Instead, the 
evidence from the Berkeley case suggests that consumers will buy fewer sugary drinks.  

Conclusion 
Because it could significantly improve public health, as well as raise new revenues for the 
county, Onondaga County should implement a soda tax as soon as possible. In doing so, public 
health, rather than financial gains, should be the main priority since if the soda tax works as it 
should, revenues will decrease in the long run. Nevertheless, even a short-term financial gain 
would be an important boon for this economically struggling area, while long-term health 
benefits will save medical costs to taxpayers. The choice by officials in Cook County, 
Philadelphia, and elsewhere to justify these taxes in terms of revenue rather than public health 
benefits may be a political one, as an immediate need for new revenue may appeal to voters more 
than a nebulous and long-term public health goal. However, this rhetoric is misplaced and could 
disillusion voters in the long term if revenues decrease over time.  
 
While the soda tax is regressive, initial experiments with the soda tax in Berkeley and other cities 
show that the full burden of the tax is not passed on to consumers. Despite this, preliminary 
evidence shows that the soda tax still effectively changes consumer behavior. While low-income 
consumers may be the hardest hit by the tax, they also have the most to gain in terms of health 
outcomes. Finally, the soda tax should be implemented countywide so that shoppers cannot 
avoid the tax by traveling between neighboring municipalities. Were the tax only implemented in 
the City of Syracuse, where poverty rates are the highest, shoppers could easily cross the border 
to suburban townships like Liverpool, DeWitt, or Fayetteville-Manlius and avoid the tax that 
way. To improve its efficacy, it should therefore be implemented throughout Onondaga County.  
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