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ABSTRACT

Junk food consumption is associated with rising obesity rates in the United States.
While a “junk food” specific tax is a potential public health intervention, a majority
of states already impose sales taxes on certain junk food and soft drinks. This study
reviews the state sales tax variance for soft drinks and selected snack products sold
through grocery stores and vending machines as of January 2007. Sales taxes vary
by state, intended retail location (grocery store vs. vending machine), and product.
Vended snacks and soft drinks are taxed at a higher rate than grocery items and
other food products, generally, indicative of a “disfavored” tax status attributed to
vended items. Soft drinks, candy, and gum are taxed at higher rates than are other
items examined. Similar tax schemes in other countries and the potential
implications of these findings relative to the relationship between price and
consumption are discussed.
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INTRODUCTION

Obesity is a complex public health issue associated with many
preventable causes of death such as heart disease and stroke. In
2005, 23.9% of US adults were obese and obesity prevalence
increased in all states from 1995 to 2005 (1). Consumption of
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sugar-based soft drinks and snack items contribute to weight gain
and obesity in both juvenile and adult populations (2~4). The retail
sales volume attributable to the sale of cold beverages (including soft
drinks, sport drinks, teas, etc.) and snacks is substantial. Adolescents
between the ages of 12 and 19 spent approximately $159 billion on
food, candy and soft drinks in 2005 alone (s). Also, the sale of cold
beverages and snack products combined amounted to $34.3 billion
or 73% of all retail sales from vending machines in 2006 (6).

Obesity is not just the result of individual behavior, but influenced
by environmental, social, cultural and genetic factors (7-9). For
example, schools provide a primary venue for accessing soft drinks
and snacks. While many food service managers strive to provide
healthy choices, they cite many barriers, including the competing
food and beverage options found in vending machines (3,9). In 2004
alone, data from the Centers for Disease Control and Prevention
revealed that 95% of schools in 27 states had vending machines that
sold soft drinks and sports drinks, both of which have been found to
contain excessive amounts of sugar (9). Another study of 251 schools
found that 74% of junior high schools and 98% of senior high
schools had vending machines, with 75% of the beverages and 85%
of the snack foods determined to be of poor nutritional value (3).
However, in response to the growing concern over access to soft
drinks and snack products in schools, several beverage and food
manufacturers entered into a series of voluntary agreements with
the Alliance for a Healthier Generation, a joint initiative of the
William J. Clinton Foundation and the American Heart Association,
to restrict access to these products in US schools. The agreement with
the beverage industry limits portion sizes and restricts beverage sales
in schools to low-calorie and nutritious beverages. The beverage
agreement aims to implement the standards in 75% of schools in the
United States prior to the beginning of the 2008-2009 school year
(10). The snack food agreement with five of the leading food
manufacturer’s in the United States establishes voluntary guidelines
for the sale of competitive foods in schools (including snacks, side
items, and desserts) that seek to provide healthier choices for sale of
such products in schools (11).

At the same time, US medical expenditures for obesity-related
disease and illness were estimated at $92.6 billion in 2002 dollars,
with additional costs in lost productivity (12). Taxpayers are
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responsible for financing about half of obesity-related medical costs
through Medicare and Medicaid (x2). As obesity rates for both
children and adults continue to climb, as well as obesity-attributable
medical expenditures, public health advocates search for effective
prevention and intervention strategies.

Although the appropriateness of government intervention in
obesity prevention is opposed by some, public health advocates
point to victories such as reduced smoking rates, increased motor
vehicle safety, and increased vaccination rates, to support regulation
to combat obesity (13). The success of tobacco excise taxes on
reductions in tobacco consumption has often been used as an
indicator for the success of imposing specific excise taxes on soft
drinks and snacks (14). A snack or soft drink tax could help narrow
the gap between the disproportionate costs of healthy foods vs. non-
healthy foods, no longer promoting non-healthy foods by means of
‘being the “cheapest choice” available. Miljkovic et al. recently found
that increasing the current price of sugar-based foods by 1%
decreases the probability of a normal person from becoming
overweight or obese by 2.32% and 3.07%, respectively (15). They
concluded that “a price increase of addictive foods via additional
taxes may be a suitable policy tool in preventing an increase in
overweight and obesity since the normal [ie, non-obese, non-
overweight] population is responsive to price changes” (15, p. 59).
Additional data suggest that a state-level relationship exists between
implementation of soft drink and snack taxes and changes in obesity
prevalence (16).

Recent data on the state-level tax variation of soft drinks and
snacks is not readily available; the most recent data on this topic was
published in 2000 (17). The current study provides recent data with
a focus on sales tax rates as these taxes are applied directly to
consumers and because state excise taxes on soft drinks and snack
products were repealed between the late 1990s and early 2000s (18).
(The exception to this is Hawaii that levies a general excise tax in
‘lieu of a sales tax (19). For purposes of this study, we are equating
the Hawaii general excise tax with a sales tax.) As indicated in
Table 1, only seven states levied any kind of tax upon snack and soda
items outside of their sales tax regimes as of 1 January 2007. This
study did not focus on these kinds of taxes because they, for the most
part, are not paid for by the retailer or consumer, but instead are
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Table 1: Summary of non-sales taxes levied on soft drinks and snack items (effective
as of 1 January 2007)

State Tax

AL 1. License tax upon ice cream manufactures who sell any part of
their output at wholesale based on the number of inhabitants in
the place of business (3 5,000 people or more: $5; 7,000~3 5,000
people: $10; and less than 7,000 people: $50).

2. License tax placed on the manufacturer of soda bottles based on
the capacity of the individual bottling machine: Runs from $40
for machines with capacity of less than 16 bottles/minute to $500
for machines with capacity of 500 bottles/minute.

3. Annual license fee placed upon the wholesaler ($50) and retailer
($2.50) of soft drinks placed in bottles. Does not apply to
wholesalers who also have bottling license, and retailer tax is
waived if they sell soda by means of a soda tap.

4. Annual retailer license tax on soda sold via dispensing device,
based on the number of inhabitants where the retailer is located:
Less than §,000 inhabitants: $10; §,000-15,000 people: $15;
15,000-25,000: $20; over 25,000: $25. All of these are in
addition to another annual $2.50 retailer license tax.

AR 1. Privilege tax of $0.21/gallon of soda placed upon manufacturers,
wholesalers, distributors, and retailers. The tax upon retailers
applies only if the soda is bought from an unlicensed -
manufacturer, distributor, or wholesaler.

2. Privilege tax of $2/gallon placed upon manufacturers, distribu-
tors, wholesalers, and retailers of soda syrup. Tax on retailers is
only if bought from an unlicensed manufacturer, distributor, or
wholesaler. .

3. Privilege tax of $0.21/gallon of soft drink that can be made
according to the manufacturer’s directions on manufacturers,
distributors, wholesalers, and retailers of soft drink mix sold in a
powder form. Retailers are only taxed if the soft drink powder is
bought from an unlicensed manufacturer.

RI Excise tax of $o.04/case (24 12 oz. cans) of soft drinks placed upon
the manufacturer.

TN  Privilege tax of 1.90% of gross receipts of soft drinks placed on the
manufacturer and retailer of soft drinks.
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Table 1 (Continued)

State Tax

VA  Excise tax placed upon the wholesaler and distributor of soft drinks
ranging from $50 to $33,000 depending on gross receipts.

WA 1. Business and occupation tax placed upon manufacturers of ice
cream, yogurt, or cheese of 0.138% of gross receipts.
2. Excise tax of $1/gallon of soda syrup placed upon wholesalers
and retailers of soda syrup. Any sale of previously taxed syrup is
exempt from this excise tax.

WV 1. Excise tax placed upon manufacturers, distributors, wholesalers,
and retailers of $0.01/0.51 or fraction of soda placed in bottles.
2. Excise tax of $0.80/gallon or fraction thereof of soda syrup
placed upon manufacturers, distributors, wholesalers, and
retailers of soda syrup. 7
3. Excise tax of $0.84/41 or fraction thereof of soda syrup placed
upon manufacturers, distributors, wholesalers, and retailers of
soda syrup.

placed upon manufacturers, distributors, and wholesalers. Taxes in
Maine and the District of Columbia, which were previously reported
in (17), have been repealed since that study was published.

This study seeks to answer two overarching questions: (a) How do
sales tax rates vary by state, product (i.e., soft drinks and snacks),
and retail location (i.e., vending machine vs. grocery stores)? (b) To
what extent are soft drinks and/or snack products subject to higher
state sales tax rates than other food products (i.e., “disfavored tax
status”)?

STUDY DATA AND METHODS

Data collected for this study included state sales tax rates for soft
drinks and snack products sold through grocery stores and vending
machines, effective as of 1 January 2007. For purposes of this study,
“state” was defined to include the 5o states and the District of
Columbia. Snack products of interest included candy, chewing
gum, chips, pretzels, ice cream, popsicles, milkshakes, and baked

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




CHRIQUI ET AL « SOFT DRINKS AND SNACK SALES TAXES 231

goods. These snack products were identified for inclusion based
on a review of state statutes completed by the study authors in an
earlier pilot study. '

Data were compiled via primary legal research (20) using state
statutory laws available in Lexis-Nexis, a commercial legal research
provider, and were compared to data available from the Federation
of Tax Administrators (FTA) (21). The FTA data confirmed that

- product-specific sales tax data only needed to be gleaned for 38
states since eight states imposed a flat, known tax on all foods,
regardless of item, and five states did not impose any sales tax. The
data were verified through telephone queries to the state tax
administrator/department of revenue. Based on these calls, 27 states’
(or 71% of states whose laws were captured) tax rates were
determined to have been correctly coded as part of the initial legal
research and analysis. In instances where the state verification
identified a discrepancy, the state administrative codes (i.e.,
regulations) were reviewed to determine if a definition existed that
would change the interpretation of the statutory coding (five states).
When the regulatory review did not clarify the discrepancy (six
states), the tax rate was verified through an on-site verification
process whereby the items in question (e.g., soft drinks, gum, and
candy) were purchased through a retail transaction in the state of
interest. The on-site verification process confirmed that the original
coding was, in fact, correct although contradictory to what the state
tax officials indicated in those six states. Thus, in the end, the
primary legal research was determined to be accurate in 33 of the 38
states reviewed (86.8%), with five states’ (13.2%) data needing to be
updated based on the state verification process.

RESULTS

How Do Sales Tax Rates for Soft Drinks and Snack Items Vary by
State, Product, and Retail Location?

Overall, sales taxes are applied in 40 states (78.4%) for at least one
of the items captured for this study. Sixteen states tax all “food
products” sold through vending machines and five states tax “all
items sold through vending machines” (Table 2). The highest sales
tax rates are applied in Mississippi (7% for grocery items and 8% for
vended items across all products examined); the lowest tax rates

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




JOURNAL OF PUBLIC HEALTH POLICY + VOL. 29, NO, 2

232

o¢-§ o § ot-§ o¢*§ (3|
d 00°9 q 00°9 q 00°9 oc'o NI
00°1 folold ¢ d $z9 00°I 8]
00°'9 009 00°'9 00°'9 Neid
d oo§ d oo§ d oo§ 000 +VI
ooy oco'¥ oot oo'¥ JH
WA (o) o WA (o) o WA (o#) o 000 VO
WA (0'9) o d 009 q o9 oo o s
WA (§4:S) o WA (§L:8) o WA (§4-€) o 000 10d
d 00°9 d 009 d 009 000 hfe)
d 162 00'0 00’0 000 00
WA ($z9) o WA (§z9) o q Sz9 oo'o tVO
. 00°'9 009 009 00°9 av
ooy oot oot oot 1v
(%)
q09 (%) (suasalfsp 109
/NA/D  (masdffip  qiog/NA  fr a1 MAD (%) (1uasaffsp
40f xv1  Jraps xv1  [9) 40) X3 xv} 40fxvy  J1 agps xvp
pooj uvyqy  augovme  pooj uvygy  auigovwi  poof uvyp autovm
xpp 42451y Sutpusn)  xppasqSiy  Suspusn)  xvpaoqSiq  Suspuan)
/pas0a s /pa4on e /pason v (%) 2104
ofsiq xvisaps -pfsi@ amasaps -pfsig xvy S3|v§ xpp poog  ,aI§
wn3 3usmaq) &puvr) syusp 1jos
(Looz

Azenuef 1 Jo se 2A19JJ3) Aess Aq s1onpoId Yorus Pard3[As puE SHULIP YOS IO SNIEIS Xe) PIIOABJSIP PUE $IIeI XEI SI[ES T JqEL

Reproduced with permission of the copyright owner. 'Further reproduction prohibited without permission.




233

CHRIQUI ET AL ¢« SOFT DRINKS AND SNACK SALES TAXES

of-t of-¥ oS ¥ ofv MO
000 000 q of§ 000 HO
d _oo¥ q ooV q oot 00°0 +AN
WA (o) o WA (0§) o WA (05) o oo'o AN
q 0oL q 0oL q 0oL 00°0 N
WA (§5)o WA ($:5)o WA (§5)o co'o AN
q oo§ q oo§ d oo'§ 000 aN
WA ($-¥)o q ofv d oS v 00°0 ON
WA (0'8) oL WA (0'8) 0L WA (0'g) oL 0oL SN
tTx €71 €71 €71 ON
q of-9 d of-9 q oS+9 00'0 NN
q 0o°§ q oo§ q oo§ 00°0 AN
d oo§ q oo§ qd 00§ 00°0 +aON
d 00'9 d 00°9 q 00°9 oo'o A
(%)
Jrod (%) (masalftp  q109 :
MA/D  (masaflip  q1o/NA  Jraims MAID (%) (uasaffip
4of xv3  Jrapa xv1 /9 40f x01 xv} 4of xv1  J1 a1ou xv3
poojuvqr  susgovm  poof uvgy  augrvw  poof uvgy ausyovw
xppsaqy  Sutpusa)  xvy4aqSly  Suspuon)  xvioqdy  Surpuaa)
/p3+s0a o4 /pa40a a4 /pas0a nvs - (%) a1v4
ot xmsyrs -ofid xmsops -ofsid xpy sapvg xpi poog  ,ai§
wn3 Sumaq) &puv) syuup 1jos

(pamusguo)) :T 3|qeL

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



JOURNAL OF PUBLIC HEALTH POLICY « VOL. 29, NO. 2

234

WA (o¥)o WA (o¥) o WA (o¥)o co'o AM
. oo'§ oo°§ oo*§ 00'§ AN
d oo§ q oo§ dq oo§ oco'o A
WA ($9) o WA ($9) 0 q of9 ooo VA
WA (o'b) S1 WA (o¥) §°1 WA {o¥) -1 of'x VA
Siz Sie Siz Siz in
d $z°9 d Sz'9 d $z9 00°0 XL
009 d 00°L 00°9 . 009 NL
oov oov oot oo¥ as
WA (o°§) o€ WA (0°§) o€ WA {o°§) o ¢ oot 1)
d 0oL q ool q 0oL . 00'0 i
00'0 ooo d 00’9 000 vd
(%)
o (%) (wasaffip  qr09
MND  (manffip  qog/NA Jr s /NS (%) (uasaljsp
40} xv1 Jrou xvg /9y aof xm1 xn} 40} xvy 1 agvu xm3
pooj uvqr  augovus  pooj uvgqr  ouigovus  pooj uvyy aurovi
xv1 42931y Swpusn)  xvpaoqSiy  Suspusn)  xvpaaqSiy  Suspuan)
/pa4on FiT 78 /pas0a 04 /pason v (%) a1v4
ofsig xmpsaws -pfsiq xmrsas -vfsi xv} SIIv§ xv1pooy IS
un3 Susmaq) Apuv) syup yos

(panunuo)) 1z sqe,

Reproduced with permission of the copyright ownelr. Further reproduction prohibited without permission.




235

CHRIQUI ET AL -« SOFT DRINKS AND SNACK SALES TAXES

WA (o°S) o q oo'§ q oo'§ 000 +{aW
WA (09) o WA (09) o WA (009) 0 WA (09} o 99 |
o¢-§ oS o¢§ o¢§ I
WA (09) 0 WA (09) 0 WA (0'9) o WA (09) o NI
00°1 00°I 00°1 001 I
oo'9 00°9 009 c0'9 §dl
WA (o) o WA (05) o WA (0§) o WA (o) o tVI
ooy oot oo'v oo'¥ JIH
WA (o¥) o WA (ot) o WA (ot)o WA (ot) o §VO
WA (0r9) o d 00°9 q 00°9 WA (0'9) © §1d
WA ($£8) o WA (§£:5) 0 WA (§£:8) o WA ($¢9 0 10d
00'0 000 000 ooo 10
00’0 oo'o 00°0 00’0 (00
WA (§z9) o WA (§z9) 0 WA ($z9) 0 WA (§z'9) 0 tVO
00'9 00’9 00°9 00’9 qv
oot ooy ooV oot 1v
Arod (%) rod (%) (%) (%)
MA/D  uaalfip  [AAND  (masalftp  qrog/WA  (masaffip (uasaffrp
40fxpy  frowixvr  aofx;y  fropuxor [ aof xv3 J1 apu xvp rog $t s xvy
pooj uvqy  awsqovw  pooj uvgy  swsqpvwe  poojuvqr  aupovm  [NA/S) 40f X0} augovi
xvp 40481y Supuap)  xvpaaqdq  Suspusa)  xviaosqSiy  Suspuaa)  poof uvys Butpuaa)
/pason v /pasoa atvs /pa40a agu xv} 439431y a4
ofia xpsaps  vfsq xmsaps -pfsiq xvpsaps  ppaoapfsiq xvpsaps vl
spoo3 payvq/sayvqsypN sapisdod was) 23] sja21244/5414D

(panunuo)) T s|qel,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



JOURNAL OF PUBLIC HEALTH POLICY + VOL. 29, NO. 2

236

ooV oo¥ oo co'¥ as
WA (o) o€ WA (0§) o€ WA (0§) ot WA (0§) o€ oS
00°0 00°0 00’0 Q00 Itid
000 00°0 d 00’9 00’0 vd
ofv 1% 4 oSy ofv MO
000 00’0 [eleXe} 000 HO
WA (ot)o WA (ot)o WA (o¥) o WA (o¥) o AN
WA (0§) o WA (0§) o WA (o) o WA (o) o JAN
WA (0°f)o WA (0f) o WA (0f)o WA (0f)o N
WA ($:5)o WA (9o WA (§5)o WA (§:5)o AN
oo'o 000 . 000 00'0 aN
WA ($¥)o WA ($¥)o WA ($¥)o - WA ($¥)o 1ON
WA (0'g) 0L WA (0'g) 0L WA (o0'8) oL WA (0'8) 0L SW
tz1 1348 €T'1 . £z°1 ON
WA ($9) 0 WA ($9) 0 WA ($'9) o WA (§9) o NI
WA (0:§) o WA (0§)o WA (o) o WA (o) o AN
Jod (%) 4108 (%) 409 (%) (%)
MAN/D  (uasallip  NA/D  (maslfip NA/D (masffip (suasaffip
40fxv3  Jropaxvy  uofxpy  Jrouxvr  sofjxvr  framuxvy qIOgNA/D i oms Xy
pooj uvyy aurgovm pooj uvyy aurgovm poof uvqy augovtl 40f xvp uYovI
xvp 4043ty  Bupuap)  xvy4aqdy  Sutpusa)  xvp4aqSy  Sutpusa)  poo uvyy Suspuaa)
/pa40an b /pasoa 14 /pason b1 xv1 424314 atvs
ofsig xmpsaws -pfsiq xXvpsaps -pjsig Xvpsaps  jpaoavisiq  XvisIyS  LamlS
spoo3 payvq/saqvysyN saprsdod wvas) 23] spezia4dysdiqD

(ponunuoD) T 3qeL

‘Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



237

CHRIQUI ET AL + SOFT DRINKS AND SNACK SALES TAXES

"$31e1S 1310 Ul SIXEI SI[ES Y3 YIM XE] 3S19X9 [e19ual sniemep] pazenba am “Apras sy jo sasodind Jog -saoud
39y81Y JO WLI0} 33 Ul J2WMSUOD Y3 03 U0 Passed Inq $IsSIUISNQ UO PIsOdul ST B XE3 ISIOX3 [E19UIT € TSYIET “ING XE) SI[ES B AAI| 10U $30p NemeH

*($=u) saurgoew Surpuaa ySnorys pjos  swal,, [[€ SIXEI AEIG §
*(91=u) sauryoew Jutpuas y3norys pjos  swonpoad pooy,, [[e soxel aeg,
“auiyoewr SUIpUIA pue 31015 A130038=yl0q ‘surydeur Sulpusa=WA 21015 £135013=0 N
"LA PU® 4O ‘AN ‘HN LW T ‘VI V1 ‘dd ZV
AV :s1onpoid asays 01 xea sajes Adde 10u Op sajes UIAI[Y -papnpoun a1k s1onpoid yoeus paoajes pue S)ULIP JOs 10j SIXE} Sa[es Yiim sess A[uQ ,

WA (o) o WA (o) o WA (o) o WA (o¥) o A
oo§ oo§ - 00§ oo§ AM
00'0 000 q oo*$ . 00°0 M
WA (§9)o WA (§9)0 WA (§9) 0 WA (§9)0 VA
WA (ob) $1 WA {oF) $1 WA (oF) $1 WA (ob) 1 VA
Siz LYAL 4 Siz Siz 1N
WA (§z9) 0 WA (§z9) 0 WA ($z9) o WA ($z9) 0 XL
009 00°9 009 009 N.L
4108 (%) 108 (%) 04 (%) (%)
MA/D  (manllip  [NA/D  @asdlfsp INAD (masalfsp (suasaffsp
d0fxv1  frawpaxvy  sofxmp  frogmuxmy  aofxvy  frogmixer  gqogfNA/D  Jr aamd xmp
poojuvqr  susqovws  pooj uvqr  aumgovme  poof uvqy  ausgovm -40f xv3 autyovw
xvp 4oy Butpusp)  xviaaqSy  Suipusa)  xvpaoqSly  Suspuan)  poof uvy Suspuaa)
[fpa4oa au /pa40a 34 /pason e 12 xv1 4294314 4
oA xvisaps  -vfssq xvisps  -vfsi@ xvysas  [paoapfsiq  xvisas  amiS
spoo3 payvqssayrysyN saprsdog wvas) 23] spzasdysdiqgD

(panutiuo)) :z a|qel.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



238 JOURNAL OF PUBLIC HEALTH POLICY « VOL. 29, NO. 2

(other than no tax) are applied in Illinois (1% for snack products
sold through grocery stores or vending machines) and Missouri
(1.23% for soft drinks sold through grocery stores and vending
machines).

Sales taxes are applied to soft drinks sold through vending
machines in 39 states and to snack products in 32-38 states,
depending on the item (see Table 3). Sales taxes are less prevalent on
items sold through grocery stores, ranging from a high of 34 states
(soft drinks) to a low of 15 states (chips, pretzels, milkshakes, and
baked goods).

Sales taxes are higher for soft drinks than for snack products and
for vended items as compared to grocery items. In the states where a
sales tax applies, the sales tax rate for soft drinks ranges from a low
of 1.23% (grocery stores and vended items) to a high of 7% (grocery
stores) and 8% (vending machines). The sales tax applied to all snack
products examined for this study ranged from a low of 1% (grocery
stores and vended items) to a high of 7% (grocery stores) and 8%
(vending machines).

The average sales tax rate for vended soft drinks is 4.02%, while
the average sales tax rate for vended snack products ranges from

~ 3.13% (chips and pretzels) to 3.74% (chewing gum). The median
sales tax rate for vended soft drinks is §% compared with 4.50%
(candy and chewing gum) and 4% (chips, pretzels, popsicles,
milkshakes, and baked goods). The median sales tax rate for items
sold through grocery/convenience stores ranges from a high of
4.50% (soft drinks) to a low of 0% (chips, pretzels, ice cream,
popsicles, milkshakes, and baked goods). Across the snack products
examined for this study, sales taxes were higher for candy and gum

and lower for chips, pretzels, ice cream, popsicles, milkshakes, and
baked goods.

Do State Sales Tax Rates “Disfavor” Soft Drinks
and Snack Products?

Interestingly, 28 states tax soft drinks and/or snack products at a
higher rate than the food tax rate in the state, indicative of the
“disfavored” status attributed to these products (see Tables 2 and 3).
The disfavored tax rate is much more common for products sold
through vending machines than for products sold through grocery
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stores. Further, a disfavored tax status is more likely to be applied to
soft drinks in both vending machines and grocery stores than to the
snack products examined for this study. A disfavored tax status
attributable to soft drink and snack products sold through vending
machines ranged from 20 states (chips and pretzels) to 2.8 states (soft
drinks) and from o states (chips, pretzels, milkshakes, and baked
goods) to 20 states (soft drinks) for sales through grocery stores.

DISCUSSION AND PUBLIC HEALTH POLICY IMPLICATIONS

This manuscript sheds additional light on what has become a fairly
complex and important topic of discussion in the public health
struggle to prevent obesity, namely the use of taxes as (a) a potential
mechanism for discouraging consumption of soft drinks and snack
products that are high in calories and fat and which provide little, if
any, nutritional value; and (b) a potential source of revenue that
could be dedicated to obesity prevention and diet change-related
intervention programs. This paper attempts to clarify some
misconceptions that may exist regarding whether or not states
actually tax soft drinks and/or snack products. Prior reports have
stated that no state currently levies a “tax” on snack products
(16,18); however, the data reported herein confirmed that 40 states
do, in fact, impose sales tax on soft drinks and/or snack products
and, in several cases, these taxes are higher than the standard state
sales tax for food products generally (i.e., disfavored tax status).
The approach currently employed in the United States to apply
sales taxes to snack products and soft drinks is similar to that applied
elsewhere in the developed world. For example, through the value
added tax (VAT) in the European Union (EU) or a general service tax
(GST) in Canada and Australia (22,23), other countries are similarly
taxing snack products and soft drinks. In Canada, sales taxes apply
to soft drinks, sweets, and snack foods (24,25). At the same time, the
application of the VAT in EU countries is similar to the variance in
application (or not) of state sales taxes and exemptions for various
food products in the United Sates. In the United Kingdom, some
products are not subject to the VAT (e.g., cakes, cookies) unless a
type of chocolate (referred to as a “chocolate button”) is applied,
while others (e.g., carbonated drinks, ice cream, and confections) are
“subject to the VAT (22,25). In Ireland, the VAT is not applied to food
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and beverages intended for human consumption except for certain
products including ice cream and confectionary (25). However, like
the approach in the United States, such taxation is primarily for
general revenue-generation purposes rather than for obesity preven-
tion or other public health-oriented purposes (22,25).

There are no current examples of a specific “junk food” or “fat
tax” being applied to snack products and soft drinks or other
unhealthy food products in the United States or abroad (22,23).
Enactment of “junk food” or “fat taxes” in the form of an excise tax,
similar to those levied on the sale of cigarettes, would be considered
an additional tax that would be imposed on top of the sales tax. In
the United States, in the late 1990s and early 2000s, the grocery
lobby was successful in repealing state excise taxes on such products
and have continued to contribute heavily to election campaigns to
dissuade such taxation at the state level (16,18). We are aware of
only one metropolitan area, Chicago, with a specific tax (similar to
an excise tax) on soft drinks that is set at 3% of the gross receipts of
soft drinks sold at retail (26). However, local governments in many
states can (and do) levy municipal-level sales taxes across the board
(without referencing junk food/beverages in particular) that results in
a higher overall price of these products. However, at present the only
state-level taxes on soft drinks and snack products that are directly
levied upon consumers in the United States are sales taxes.

Evidence is beginning to emerge as to the relationship between
taxation and obesity rates or snack/soft drink consumption, with
some studies indicating positive associations between changes in
price or state taxation and changes in obesity prevalence (15,16), and
other studies estimating that the demand for snack products would
only change by a negligible amount at lower tax rates (27). Tefft
examined the impact of changes in state sales taxes on soft drink
expenditures and found that a 1% effective tax increase is associated
with an increased soft drink expenditure of 0.5% (28); however, it is
unknown whether such a change in price would result in reduced
consumption. French et al. have indicated that a price reduction is
associated with increased consumption of low-fat food products
available from vending machines (29,30) and with fruit and
vegetable purchases in school cafeterias and worksites (31).
However, these price reductions were somewhat higher than a
typical sales tax so it may be difficult to draw a comparison with
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- taxation of unhealthy products. Furthermore, these studies did not
examine the impact of a price increase or reduction on unhealthy
snack products and soft drinks or on the sale of such products from
grocery stores so it is unknown whether a similar pattern would
occur for non-healthy food and beverages and in other locations. At
the same time, data from other public health areas indicate that
higher cigarette (32) and alcohol (33) taxes are associated with
reduced consumption and reduced consequences associated with
consuming those products and many have suggested borrowing from
the lessons from these areas when seecking to introduce policy
solutions relative to other public health issues, including the obesity
issue (34,35). There also has been recent discussion as to the
potential revenue-generation aspects of imposing “junk food” taxes.
One study estimated that a 1 cent national tax on a 12-ounce soft
drink could generate an estimated $1.5 billion annually (17) that
could be dedicated for obesity prevention and reduction efforts.

DISPROPORTIONATE OR DISFAVORED TAXES

This study also provided recent data on the extent to which states are
applying higher sales taxes to soft drinks and snack products sold
through grocery stores and vending machines as compared to food
products generally. Essentially, the concept of disproportionate or
disfavored tax rates stems from government discouraging or encoura-
ging certain behaviors by exemption or imposition of tax (36).
Governments encourage consumption of “necessity foods” by
exempting them from sales tax, or imposing a lower sales tax rate.
Fairness of a disproportionate tax on soft drinks and snack products is
debatable and is considered by some to be “paternalistic® or
“regressive” (37). While imposing taxes on unhealthy food choices
might narrow the price gap between healthy and unhealthy food
choices, imposing such a tax might affect the people less able to afford
it. Some studies have cited that specific taxes on soft drinks and snack
products might disproportionately affect minorities, who have limited
access to full-service supermarkets in urban neighborhoods (38,39).
However, others contend that government intervention in this arena
could potentially positively affect one of the most vulnerable sectors of
society, our children, by potentially discouraging consumption. or
encouraging other, more positive, behaviors (13).
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Fairness aside, the ability of states to apply a disproportionate
sales tax to soft drinks and snacks to combat obesity is hampered by
federal regulation. In order to participate in the Federal Food Stamp
Program, states must allow any food bought with food stamps to be
exempt from state sales tax (40). The federal definition of food is
inclusive of snack items and soft drinks, meaning snack and soft
drink items bought with food stamps are exempt from any state sales
tax (40). While this exemption might mitigate the impact on the
poor, it limits the potential impact of higher sales taxes for these
products on reductions in consumption. Furthermore, although non-
sales taxes are applicable under the Food Stamp Program, only seven
states currently impose these additional taxes that are relatively small
and that are predominantly levied against manufacturers, distribu-
tors, and wholesalers. Thus, the impact of these non-sales taxes on
Food Stamp recipients is likely to be negligible. If a “junk food tax”
in the form of an excise tax were to be applied to soft drinks and
snack products, such a tax could be levied under the Food Stamp
program; however, readers should consult with Federal authorities to
confirm this point should it come to fruition.

LIMITATIONS

This study should be viewed in light of several limitations. First, we
present cross-sectional data for only one time point. Changes in sales
tax rates since the study reference date are not reported. Second, we
only focused on one aspect of state taxation of soft drinks and snack
products. While the literature indicates that no state excise taxes
currently exist with regard to snack products (15,18), there are other
types of taxes for soft drinks and snack products, including license
and privilege fees that are applied to manufacturers, distributors,
wholesalers, and retailers. Third, data collection was limited to state
tax statutes with administrative regulations used for confirmatory
purposes. Other sources of policy information were not included but
were not deemed directly relevant for this study. Fourth, we do not
make any attempt to link the state sales tax rates with consumption
rates or overweight and obesity prevalence or incidence data. Such
analyses are the subject of future study. This study was intended to
be descriptive in nature and to provide recent data on the state sales
tax schemas relative to soft drinks and snack products. Finally, it is
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important to recognize that this study only examined one type of tax
(i.e., sales taxes) applied to the sales of soft drinks and snacks sold
through grocery stores and vending machines. Data on consumption
of snack products through vending machines were readily accessible
- such consumption was estimated to account for less than 3% of
energy intake in 1996 (latest year of data availability) (41). Focus
should turn to venues outside of the home where a higher percentage
of calories are consumed — namely, restaurants, fast food, and other
carryout venues which, together account for approximately one-
third of all food consumed (42) and 77% of all food-away-from
home expenditures (43). Examination of the variation in state sales
taxes applying in these locations is currently underway by members
of the study team.

CONCLUSIONS

This study presents timely data on the variance in sales tax rates
across the 5o states and D.C. for soft drinks and snack products sold
through grocery stores and vending machines. States tend to
“disfavor” sale of these products through vending machines more
than through grocery stores by imposing a higher sales tax than the
“standard” food tax in the state. While sales taxes are only one piece
of the overall price of soft drinks and snack products, they are
applied to at least one of these products in 40 states and similar types
of taxes are applied in many developed countries. Thus, it will be
useful to explore the relationship between the state variation and
changes in price and consumption patterns to determine whether
such a policy strategy is an effective tool at discouraging unhealthy
behaviors regarding consumption of snack products and soft drinks.
Barring the imposition of additional taxes by the states (akin to the
cigarette excise tax) that would further increase the price of such
products and possibly reduce consumption, public health policy
makers and advocates should focus their attention on mechanisms
for dedicating revenue from the sales taxes on soft drinks and snack
products to support obesity prevention and/or vigorous dietary
exchange programs. This study underscores one aspect of the
complexity of the obesity issue facing the public health community
and further confirms that a wide range of creative policy solutions
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are needed to improve health outcomes, which may mclude state-
level intervention through taxes.
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