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Countries face growing challenges in funding
public health programmes. The demand for
public health interventions has been
increasing, but the available resources have
been continually shrinking. Because of this,
there has been growing interest in exploring
domestic resource mobilization, external donor
funding, and innovative financing
mechanisms.
 
Thus, countries have become increasingly
interested in implementing health taxes.
Health taxes seek to regulate the consumption
of harmful or unhealthy products like tobacco,
alcohol, and sugar-sweetened beverages
(SSBs). These health taxes were the original
“sin taxes” invented by the modern state as
the primary means of generating public
revenues. However, driven by accumulated
experience with tobacco and alcohol taxes,
and by developments in the understanding of
the health impacts of sugar consumption,
these measures are being increasingly
recognized as core health promotion policies.
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Health taxes and other fiscal policies have been
included as part of the WHO Global Action Plan for
the Prevention and Control of NCDs 2013-2020,which
was endorsed by the 66th World Health Assembly
(resolution WHA66.10) The global action plan offers a
paradigm shift by providing a road map and a menu of
policy options for Member States, WHO, other UN
organizations and intergovernmental organizations,
NGOs and the private sector which, when implemented
collectively between 2013 and 2020, will attain 9
voluntary global targets, including that of a 25% relative
reduction in premature mortality from NCDs by 2025.
  
  
  
 

Background

  
Health taxes and other fiscal policies are mentioned under Objective 3 of the global action plan for
NCDs:
  
  
 

Objective 3
Reducing modifiable risk factors for noncommunicable disease and underlying social 

determinants through creation of health-promoting environments

Replace trans-fats and 
saturated fats with 
unsaturated fats 
through reformulation, 
labelling, fiscal policies 
or agricultural policies

Increase excise 
taxes and prices on 
tobacco products

Implement subsidies 
to increase the 
intake of fruits and 
vegetables

Reduce sugar 
consumption 
through effective 
taxation on SSBs

  
Appendix 3 of the global NCD action plan lists policy options and cost-effective interventions for prevention
and control of major noncommunicable diseases, to assist Member States in implementing, as appropriate,
actions to achieve the nine (9) voluntary global targets as well as Sustainable Development Goal (SDG) 3:
Ensure healthy lives and promote well-being for all at all ages.
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WHO programmes have initiated a robust set of activities related to health taxes and other fiscal
policies and  are providing technical assistance, and in some cases have also developed detailed
guidance for countries. Despite these developments, the effective use of health taxes remains
challenging.  These policies can be opposed by influential stakeholders and commercial interests who
may stand to lose income. Furthermore, while there is adequate research to support the formulation of
certain fiscal policies (e.g. tobacco taxes) the impact of others on health, revenue, and economic
productivity has not been fully understood. Questions  also arise about health-related fiscal policies
not addressed by existing guidance, to cite some examples, fiscal policies for carbon use, agricultural
practices, and to facilitate health-related transport.
 
Furthermore, there has been a rise in disease/programme-specific investment cases and financing
strategies. This has resulted in increasing fragmentation of the health system and increasing
separation and non-alignment of core health system functions.
 
Given these challenges, a unified WHO approach to fiscal policies could improve the Organization’s
capacity to  effectively support Member States. For example, health authorities will stand to benefit
from approaching discussions with their revenue counterparts from an inclusive “all health–all
revenue” perspective, rather than in terms of individual products and programme areas with diverse
health implications.
  
  
  
  
   
To complement existing activities, the Health Systems Governance and Financing (HGF) Department
convened a Strategy meeting on the use of fiscal policies for health (4-5 December 2017, Geneva,
Switzerland) for the purpose of enhancing the WHO Secretariat’s capacity to support Member States
in using fiscal policies for health.   The meeting had the following objectives:  
 
1) To formulate a harmonized strategic framework to address WHO’s role in health taxes
 
2) To facilitate collaboration and communication among WHO programmes and Regions;
 
3) To improve WHO’s technical assistance to countries
    

Background
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The principal aim of health taxes is to produce positive health outcomes by modifying
the behavior of consumers and/or producers.  Health taxes could encourage
consumption and production of healthier items and/or provide disincentives for
consuming, producing, selling unhealthy products. 
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WHO approach to health taxes  
   
There was a general agreement that there was a need for having a unified, organization-wide approach to
health taxes.  Given WHO’s mandate, the logical starting point for dialogues with national authorities should
be the public health benefits of taxation. While WHO’s approach primarily focuses on the  health outcomes of
taxation and related fiscal policies, pure financing dimensions (both revenue and expenditure) of these
measures as well as the importance of political economy and governance considerations should likewise be
included.
 
 
    

1 HEALTH



    
   
Designing a tax involves consideration of the tax base (what should be taxed), the
type of tax used, the tax rate and tax structure. The health impact of a tax is
determined by the impact on prices and how consumers respond to price increases
for the targeted products.
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WHO approach to health taxes

    
By its nature taxation (including health taxes), is related to a variety of
consequential economic outcomes. Taxes can change the income of producers,
consumers, and tax authorities. Taxes can also potentially change the productivity
of the economy, including through trade-related impacts.
 
Economic impacts are not the principal objective of health taxes, but they are
nevertheless socially important outcomes that policy makers need to take into
account. indeed, the majority of arguments advanced against health taxes do not
attempt to rebut their positive health impacts but rather to convince policy makers
that the negative economic impacts of health taxes outweigh their health benefits. 
 
To advise countries and policy makers, WHO focal points must understand the
basis of the economic arguments about health taxes. Coherent economic
arguments must also be used as a part of a comprehensive approach to
discussing health taxes and related price policies with policy makers. Usually,
public health professionals rely on economic experts to develop and evaluate
economic arguments. That said, it is highly desirable for public health
professionals to be intelligent consumers of economic expertise and, conversely,
not to be silenced by the rhetoric of economic sophistry.
 

2 ECONOMICS

3 TAX DESIGN
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SSB tax design is an area where knowledge and
experience are evolving (e.g. ad quantum, ad
valorem, tax rate, tax base) Alcohol tax design is
also challenging because the goals are to reduce
harmful use of alcohol and discourage abstainers
and especially underage from initiating alcohol
consumption, increase revenues for governments
and prevent tax avoidance and tax evasion.
 
The tax base and rate should:
 
Change consumer behaviour (encourage
substitutions)- Substitution affects crucial, but we
know relatively little about trade-offs made by
consumers (e.g. fruit juices and SSBs).
 
Minimise administrative and compliance costs- In
the case of food taxes, taxing based on a nutrient-
specific higher profile entails higher administrative
costs compared to a product-specific tax system.
   

   
The effective use of health taxes requires an understanding of fiscal policy,
economics, governance and law. National authorities seeking to implement
health taxes could encounter practical challenges including weak tax
administration, revenue leakages, and limited new sources of tax funds.
  
 
 
 
 

4 GOVERNANCE AND ADMINISTRATION



WHO analysis of 
Appendix 3 interventions

Since the global action plan was endorsed in
2013, Appendix 3 has been updated  following
a request from the WHA to consider the
emergence of new evidence of cost-
effectiveness and the issuance of new WHO
recommendations that show evidence of
effective interventions. An updated set of
“best-buys” was proposed by WHO
Secretariat.
 
In determining which interventions were “best-
buys” the following criteria was used:
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Health impact
Cost-effectiveness (calculated using the
WHO-CHOICE model).
The cost of implementation
Feasibility -assessed by an expert
meeting and a series of informal
stakeholder consultations.

 

Three (3) health taxes (excise taxes on
tobacco, excise taxes on alcohol and taxes on
SSBs) were among the 88 interventions
analysed. Increasing excise taxes on alcohol
and tobacco were considered best buys
(effective interventions with cost effectiveness
analysis (CEA) ≤ I$100 per DALY averted in
LMICs), while SSB taxes are considered as an
effective intervention (>I$ 100 per DALY
averted in LMICs).. The updated Appendix 3
(which reflects changes to objectives 3 and 4
only) was endorsed in May 2017 by the 70
WHA.
 
An updated set of “best-buys” was proposed
by WHO Secretariat.
  
The Appendix 3 analysis illustrates how WHO
fulfils its mandate for certifying, estimating, and
validating the health impact of fiscal policies.
WHO’s analysis views health impact as  an
intrinsic benefit, and does not focus on
revenue generation arguments. The WHA
greatly appreciated the helpful technical
analysis.
  
 
 
 
 
 
 

Tackling NCDs"Best buys" and other recommended
interventions for the prevention and control of noncommunicable
diseases

 
Click below to download



Food taxes
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There has been increasing focus on nutrient
profiling to improve overall dietary quality. 
Studies  combining  nutrient  profiles  for 
different  foods  into  an  overall  score  for 
diets  show  some  degree  of  correlation 
with  health  outcomes. Also there could be
challenges related to tax administration and
political acceptability.
  
 

  
Food taxes cover food products high in fat,
salt, or sugar (except SSBs). Policy makers
have considered implementing food taxes to
address the increasing prevalence of
overweight and obesity. Some European
countries have already attempted or have
implemented such taxes (e.g. Denmark,
Hungary, France and Finland).  The evidence
for food taxes is still developing.
 
Implementing food taxes can be challenging, in
part because the science on the health impact
of these measures is still developing. One of
the cited reasons for the repeal of the Danish
fat tax was the lack of scientific consensus of
the health value of the tax. Furthermore,
substitution effects are difficult to investigate
and predict, and they may hinder the
effectiveness of taxes when the latter are not
carefully designed. (e.g. fat taxes have
resulted in increases sugar and salt intake)
 
Studies have shown that combining food taxes
with subsidies results in significant public
health benefits. Disadvantaged socioeconomic
groups will reap most of the benefits since they
are more price responsive and have a larger
prevalence of chronic diseases and risk
factors.
 
 
 

Carbon taxes
   
A carbon tax is imposed on the use of fossil
fuel in order to compensate for the
environmental damage caused by fuel use,
and to encourage the use of cleaner forms of
energy. Carbon taxes are generally conceived
to be revenue generation mechanisms, but
these can also be framed as health measures
given the link between the environment and
health. There appears to be a need to consider
removing fossil fuel subsidies and increasing
the price of fossil fuels through active taxation
of fossil fuels using less controversial
measures such as VAT than a ‘carbon’ tax.



Earmarking

 

   
Following Cashin et al “earmarking involves separating all or a portion of total revenue – or revenue
from a tax or group of taxes – and setting it aside for a designated purpose”. Many countries consider
using some form of earmarking as a mechanism to increase fiscal space for a given purpose, to
mobilize resources for the health sector, to finance progress toward universal health coverage (UHC), or
to fund new health priorities.
  

HARD EARMARKING
An earmark is “hard” if it is the main or only revenue source for the 
particular service or programme and , under law, none of the 
earmarked revenue can be allocated to any other purpose  
 

SOFT EARMARKING 
An earmark is “soft” if tax revenues are agreed to be designated for a 
particular service but do not determine the amount spent – there is no 
hard expenditure ceiling and transfers to and from general funds are 
possible

It is important to emphasise that “earmarking” is not an equivalent term for “health taxation” or
“health taxes”.  Most taxes are designed to contribute to general government revenues, and
product-specific taxes  such as  health taxes are no exception. Earmarking is a separate legal
or administrative feature of taxation that may or may not be part of a health tax in either its
conception, design or implementation.
 
However, considerations of earmarking are not usually the logical starting point for a policy
discussion around health taxes; the principal starting point for thinking about health taxes is (or
should be) demonstrating health impacts in alignment with policy priorities. 
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Click below to download
Cashin C., Sparkes S., Bloom D. Earmarking for health: from theory to 
practice. Geneva: World Health Organization; 2017. 



Earmarking
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Bene ts Challenges Mitigating measures
Revenue protection: Earmarking 
can protect funding for a specific 
programme or service by ring-
fencing it from competing political 
interests and bypassing 
budgetary constraints.

Budget rigidity: Earmarking 
creates rigidities in the budget 
that can lead to inefficient 
allocation of resources.

Do “soft earmarking” and subject funds to the 
standard budgetary processes.

Public support: Linking taxation 
more closely to benefits can 
soften public resistance to 
taxation

Economic distortion: Earmarking 
can lead to distortions in the 
overall economy.

Advances in cash management using technology 
could reduce this risk. The amounts to be earmarked 
are also material. If the amount is small relative to 
the whole budget, then it might not cause distortions.

Accountability: Linking taxation 
more closely to benefits can 
increase accountability

Procyclicality: Hard earmarked 
revenues are inherently 
procyclical and therefore 
susceptible to booms and busts. 
They can reduce government 
flexibility in managing economic 
downturns.

Depending on how the earmark is set, it could 
buttress the sector against government spending 
reductions. Earmarking should be viewed as a 
funding booster and not a sole source of funding. 
Besides, reduction in consumption will take time and 
future health expenditures will be reduced.

Cost awareness: Earmarking can 
help educate the public about the 
cost of a particular programme or 
service.

Fragmentation: In the case of 
health financing, separating 
health care from other areas of 
public spending can limit 
coordination across social 
sectors.

Earmarking helps assures funding for 
complementary health measures. Taxation should be 
introduced as part of a package.

Flexibility: Earmarking can allow 
funds to be used more flexibly 
(for example, by keeping the 
funds off budget and thereby 
avoiding restrictions that limit 
pooling and purchasing 
arrangements).

Decreased equity: With hard 
earmarking, equity may 
decrease if what is paid by 
individuals narrowly defines their 
access to benefits, with no 
cross-subsidies.

 

 

Susceptibility to special 
interests: Earmarked revenues 
can be particularly susceptible to 
the influence of health groups 
and professional lobbies

 

Table adapted from from Cashin et al, (2017) and  presentation by Jeremias Paul, Jr., WHO TCE  at the  Strategy meeting on 
the use of fiscal policies for health (4-5 December 2017, Geneva, Switzerland)



   
  
National authorities seeking to implement health taxes could encounter the following practical challenges:
  

Practical challenges
 
 

Narrow tax base
Weak tax administration
Revenue leakages
Tax havens
Limited new sources of tax funds
Illicit trade
Absorptive capacity constraints in institutions, capital, skills

 

   
  
  
International trade instruments embed the principle of non-discrimination, and are concerned with how
a tax, or another measure, affects competition between imported and domestic products. However, a
tax with discriminatory effects might be justified under a health exception if:
  
  
 

The tax pursues a health objective (relevant to framing of fiscal vs health goals)
There is sufficient evidence of the tax contributing to that health objective
Distinctions drawn between products are legitimate (in terms of the health objective)

 

Regressivity   
  
  
   
Opponents of health taxes often argue that these are regressive. A regressive tax is one that imposes
a high burden on poorer consumers. As the tax levied is the same regardless of an individual’s
income, if a rich person and a poor person both purchased the same amount of a product subject to
the tax, the poorer individual would spend a relatively higher share of his/her income on the tax.
 
A more holistic approach to measuring regressivity is more appropriate, accounting for  health and
economic costs. People with lower incomes have a greater tendency to modify their behaviors based
on price changes and therefore reap more benefits. Thus, the public health impacts need to be fully
discussed in order to inform public debate.
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Industry strategies
The sugar, alcohol, and tobacco industries all encourage the consumption of unhealthy/harmful
products which is attributable to the proliferation of NCDs globally. Historically, the tobacco industry
has employed varying tactics to thwart tobacco control legislation (including tobacco taxes), and these
practices have been well documented.Recent reports found that the sugar and alcohol industries are
mimicking these strategies

Conclusions
  

   
The increased use of both traditional health taxes
(tobacco and alcohol) as well as innovative
measures (for example, carbon taxes) are framed
as “win-win” measures because of the tremendous
public health benefits and substantial revenue
gains.   Despite the clear benefits to implementing
these measures, they  continue to be severely
underused as health promotion policies.
 
 
 
WHO should bear in mind that the primary goal of
health taxes should be to curtail and eventually end
the consumption of unhealthy/harmful products.
This could lead to negative impacts on public
budgets in the long term, but these will certainly be
outweighed by the tremendous public health
benefits. 
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Next steps

  

 Reorient thinking about health taxes
WHO should package health taxes as health measures aimed which
are effective tools in realizing public health gains. While revenue
implications are important, and must be understood by WHO staff,
these come secondary to health considerations.
 
Furthermore, while historically, health taxes have been included as
part of disease/risk-specific strategies, this has encouraged
fragmentation of the health system and separation and non-alignment
of core health system functions. A possible strategy for WHO is to
present all health taxes as policy options within a health taxes
framework   to facilitate alignment of objectives.

Underscore importance of strengthening collaboration 
 between the health and finance sectors

  
Country experiences have underscored the importance of close
coordination between the national health and finance agencies in order
to implement a successful health tax.  WHO should improve its
capacity to: 1) empower the health sector to push for health taxes, and
2) inform the finance sector about the positive health benefits of health
taxation.
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Next steps

  

 Update and consolidate evidence on fiscal 
policies in health

 

Improve collaboration and communication between 
WHO programmes and Regions    

With input from Regional Offices and relevant WHO partners, WHO
shall endeavour to develop a database of policy and practice of health
taxes, including addressing gaps related to the health impacts, the
fiscal and economic impacts, and the effective design, implementation
governance, and administration of fiscal policies for health.
  

   
While there is already strong evidence in the field of tobacco and
alcohol taxation, there are areas where the evidence could be
enhanced:, for instance, the health impact obtained for a given
reduction in (liquid) sugar, and whether the impact is best modeled on
proximal risk factors like diabetes or on more distal health outcomes
like body mass. 
 
Substitution effects also need to be examined (e.g. fruit juices or
concentrates) that may be harder to tax, either politically or
administratively. This point ultimately affects the estimation of health
impact. Lastly, the OECD and WHO models on the health impact of
SSBs should be compared, and harmonised, if feasible.
  

    
     
WHO should begin to consider fiscal policies for other emerging areas
of concern such as eliminating subsidies on the fossil fuels that are
principally responsible for air pollution and climate change, as well as
mitigating through appropriate fiscal measures the harms to human
health caused by the factory farming of animals, including anti-
microbial resistance, climate change and the spread of zoonotic
disease such as influenza.
  

 Examine other fiscal policies

Improve collaboration and communication between 
WHO programmes and Regions
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