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Seattle’s tax on sugary beverages is a sin tax meant to curb consumption of sugary drinks
and prevent obesity and related diseases. Revenues from the tax are intended to provide improved
access to healthy eating for low-income neighborhoods. Opponents view the tax as paternalistic,
unfair, and failing to address underlying issues. Supporters view it as treating an underlying cause
of high expenses on taxpayers and an example of the government helping its citizens. Discouraging
sugar consumption is important, but methods other than taxation would be more successful and
equitable.

Sin Taxes — Principles

Sin taxes are usually meant to dissuade the consumption of goods deemed harmful or
unhealthy. Consumption for such goods creates negative externalities, putting additional cost on
society at large (Mattoon, 2015). In theory, when the goods are taxed, they become more expensive
relative to other, less “sinful” options. As a result, consumers are incentivized to purchase fewer
sinful goods. Sin taxes act as a corrective tax, reducing consumption towards a socially efficient
level (Alcott et al., 2020).

They usually have a small impact on local governments’ budgets — the two most common
sin taxes, tobacco and alcohol, raised only $34 billion in 2017 (Dadayan, 2019). However,
sometimes sin taxes are designed to increase tax revenue — for instance, legalized marijuana or
gambling taxes (Dadayan, 2019). These taxes were not necessarily meant to dissuade people’s
participation; rather, they created the opportunity for profit through the inevitability of people’s
consumption.

Seattle’s Sugar Tax

In 2018, Seattle’s City Council passed a tax on beverages with added sugar. The tax is an
additional 1.75 cents per liquid ounce and includes all sugary beverages except fruit juice, baby
formula, and medicine (Beekman, 2017). The tax increases the price of sugary beverages for
retailers, who in turn pass the price onto consumers (Jones-Smith, 2019). The goal of this tax was
twofold. Seattle’s government wanted to reduce the consumption of sugary drinks in low-income
communities and in communities of color, which are disproportionately affected by the negative
health effects of obesity. It also wanted to create more funding for early education programs and
programs that increase access to healthy food for low-income populations (Jacobs, 2018).

Studies show a decrease in the amount of sugary beverages sold in Seattle after
implementation of the tax. The demand for sugary beverages, especially among low-income
groups, is very elastic (Sarlio-Lihteenkorva & Winkler, 2015). Seattle was no exception: after the
tax passed, sales of sugary beverages fell by 22%, showing evidence that consumers are responsive
to the tax (Powell & Leider, 2020).

Despite the drop of consumption, the tax has brought in unexpectedly large revenues. The
sugar tax has generated 49 percent more money than the city anticipated: $22.4 million versus $15



million expected (Westneat, 2019). The unexpectedly large revenues are reflective of the city’s
underestimation of how much revenue the tax would create (Oddo et al., 2019). Additionally, the
tax has not created border effects; people are not buying sugary beverages in other cities in efforts
to evade the tax (Powell & Leider, 2020).

Policy Considerations — Opponents of the Sugar Tax

While low-income populations tend to be the highest consumers of sugary beverages, this
consumption may be a result of not having other healthy options readily available. Low-income
communities have four times more access to unhealthy food than healthy food, and many live in
food deserts (Rhode, 2015). Additionally, these communities often do not have access to safe
recreational activities that help combat the negative effects of obesity (Rhode, 2015). This statistic
holds true in Seattle: high-income neighborhoods have, on average, 50% more access to healthy
foods than low-income neighborhoods. When collecting data about availability of healthy food,
the public health research team at the University of Washington focused on fresh produce, whole
grains, lean proteins, and milk (Chan et al., 2019). The team found that neighborhoods with the
lowest percentage of people of color have 30% more access to healthy foods than communities
with the highest percentage of people of color (Chan et al., 2019). Low-income have limited access
to healthy food both in terms of proximity to grocery stores and in terms of grocery store inventory
(Chan et al., 2019). With these statistics in mind, the sugar tax appears quite regressive. Not only
are low-income populations more impacted by sin taxes than wealthy populations, but also perhaps
they are making these “sinful” decisions because they have no other available options.

Opponents also view sugar taxes as patronizing, as such legislation implies that low-
income populations are not able to make decisions for what is best for their health (Rhode, 2015).
This implication reinforces negative stigmas towards low-income communities. Furthermore,
because sugar taxes do not place additional financial burden on wealthier classes, the policy
translates as the wealthy choosing what is best for the poor.

Sugar taxes also meet resistance from small businesses. In Seattle, small businesses were
concerned that the tax would impact their profits (Beekman, 2017). Small businesses lobbied to
protect themselves from proliferation of the tax; though Seattle’s sugar tax remains in place, the
rest of Washington has banned the implementation of sugary beverage taxes (Oddo et al., 2019).

Policy Considerations — Support for the Sugar Tax

The sugar tax is meant to counter the negative externalities created by obesity. Populations
who consume more sugary beverages are also more likely to be obese, and in turn are far more
likely to suffer from obesity-related conditions such as heart disease and Type II diabetes (Allcott
et al., 2020). Treating these conditions puts substantial strain on the American healthcare system:
Medicaid and Medicare pay for half obesity-related health problems (Rhode, 2015). The
consumption of sugary beverages are thus putting additional burden on taxpayers and publicly
funded healthcare. The tax increases the price and decreases the demand for soda. This lessens the
burden on the healthcare system because there are fewer incidences of obesity and related diseases.

Many sin taxes are also viewed by advocates as a way for governments to correct for
consumers’ irrational decision-making. For instance, people’s continued consumption of tobacco



suggest that people do not link their current situation with the future health consequences of
smoking (Cummingst, 2010). The government has a role to care for its citizens, which includes
encouraging people to make better choices. Taxing sugary drinks steers people away from sugary
beverages and towards a healthier future.

Advocates of the policy also view the tax as correcting existing inequities by increasing
access to healthy food in low-income areas (Oddo et al., 2019). The revenues of Seattle’s sugar
tax create a source of funding for programs including vouchers for low-income people to buy
healthy food and community-based programs for physical activity, thus countering the imbalances
experienced by low-income communities. Furthermore, although some low-income consumers
may incur a higher cost from sugary beverages, these costs will be offset by the benefits gained by
not consuming as many of them. Because consumption of sugary drinks is concentrated among
low-income people, the benefits of reduced consumption will be concentrated within the same
group (Allcott et al., 2020).

Recommendations

Many arguments supporting the sugar tax do not make logical sense. Creating vouchers for
low-income communities to purchase healthy food and programs encouraging healthier lifestyles
do not decrease the physical distance people must travel to reach grocery stores with healthy food
options. Though linking such programs to a sugar tax makes them more politically feasible, they
should be funded regardless of a sugar tax — especially considering the potential beneficial effects
they have in countering future burdens on the healthcare system.

Seattle’s sugar tax is based on the volume of the sugary beverage rather than its actual
sugar content, meaning that people pay the same tax regardless of beverage type. If the sugar tax
were to remain in place, Seattle should tax sugary beverages based on the amount of sugar in the
drink rather than the volume of the drink itself. This would incentivize people towards healthier
options and incentivize producers to create less sugary recipes. This version of a sin tax is not
unprecedented; for example, alcohol taxes vary based on the type of beverage (Dadayan, 2019).
This reform might create more systemic change because it would impact both producers and
consumers.

Addressing obesity is an achievable goal, and Seattle has other tools at its disposal besides
sugar taxes. | recommend that Seattle considers providing tax credits for grocery stores to remain
in low-income neighborhoods. This will combat the problem of access to grocery stores as well as
the availability of healthy options for purchase.
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Figure 1: Sugar-Sweetened Beverage Consumption by Income. Source: (Allcott et al., 2020)
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