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Abstract

The report shows that SSB taxation has enormous potential in Ukraine, 
particularly in its ability to increase tax revenue while simultaneously 
increasing prices and reducing the consumption of SSBs. The most 
promising scenario corresponds to the implementation of a simple, easy 
to administer uniform specific tax equal to approximately 20% of the price 
of an SSB. This could raise an additional 1.0% of government tax revenue 
and would result in a reduction in taxed SSB consumption of up to 21%. The 
report offers several options for policy-makers to consider, each supported 
by modelled impacts on consumption and government revenue increases.
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Background 

The increased consumption of sugar-sweetened beverages (SSBs) is closely 
associated with increases in overweight and obesity, which in turn are closely 
associated with increases in morbidity and mortality. Increases in SSB 
prices are negatively related to sales and consumption volume, suggesting 
that increasing taxes on SSBs that lead to higher retail prices for SSBs 
would reduce SSB sales and consumption. For the purposes of this study, 
SSBs are defined as all types of beverages containing free sugars. These 
include carbonated or non-carbonated soft drinks, fruit/vegetable juices and 
drinks, liquid and powder concentrates, flavoured water, energy and sports 
drinks, ready-to-drink tea, ready-to-drink coffee and flavoured milk drinks. 
Free sugars include monosaccharides and disaccharides added to foods 
and beverages by the manufacturer, cook or consumer as well as sugars 
naturally present in honey, syrups, fruit juices and fruit juice concentrates (1). 

Governments are able to increase the prices of SSBs by raising taxes. 
Specifically, governments have the power to implement and increase excise 
taxes. Excise taxes are discriminatory consumption taxes that raise the prices 
of taxed products relative to untaxed products. Excise taxes are the preferred 
instrument for unhealthy products compared to sales taxes (e.g. VAT) and 
import tariffs: sales taxes are generally non-discriminatory and thus do not 
change relative prices between taxed products and untaxed products,1 while 
import tariffs only apply to products that are produced abroad and exclude 
domestically produced products. Raising a tariff would only encourage domestic 
production and discourage imports rather than affecting consumption.

Ukraine has extensive experience and expertise on using excise taxes to 
increase the prices and reduce the consumption of tobacco products. This 
expertise has been acquired in part due to the government’s commitment 
to reach the minimum excise tax rates required by the European Union. 
Between 2008 and 2018, Ukraine increased the average excise tax on 
cigarettes from 0.58 to 15.5 hryvnia (₴) per pack, resulting in a twelvefold 
increase in tobacco excise revenues and a 40% reduction in the number of 
daily smokers (2). This example also highlights how excise tax increases 
not only reduce consumption but also increase tax revenues, which can be 
directed towards improvements in health or other development priorities.

The purpose of this report is to explore the potential for an SSB excise tax 
in Ukraine – specifically the impact that taxes will have on SSB prices and 
thus sales, consumption and revenue. The report begins by assessing the 
relevant tax structures and potential tax rates for an SSB tax, then analyses 
the market for non-alcoholic beverages and finally develops a simulation 
model to predict various policy options.

1 Some states in the United States have found it useful to use higher rates of sales taxes on SSBs than other 
products. While this has been a useful policy tool in these states it is not considered a best practice in many 
countries where sales taxes are designed to have as few exemptions as possible. Furthermore, sales taxes have 
the disadvantage of being collected later in the supply chain, increasing the administrative burden.
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Potential tax 
structures and rates
As already highlighted, Ukraine has extensive experience applying excise 
taxes to tobacco products. This is in addition to a broad range of other 
excises including alcohol, motor vehicles and fossil fuels. Excise taxes can 
be applied as specific or ad valorem taxes. Specific taxes are applied based 
on the volume (i.e. hryvnia per litre), while ad valorem taxes are applied as 
a percentage of value (i.e. percentage of CIF or ex-factory price). 

Generally, specific taxes are preferred to ad valorem taxes due to their 
administrative simplicity as well as their effect on prices. Specific taxes are 
more likely to lead to increases in prices and smaller variations in prices. 
The administrative simplicity of specific taxes is a function of the ease of 
ascertaining volume (i.e. counting the volume of a beverage or inputs) 
compared to ascertaining value, which is subjective and can be manipulated 
through strategies such as under-invoicing and profit-shifting. Verifying 
value often requires significant audit trails, whereas volume can be easily 
verified through spot checks, the application of technological tracking 
solutions in the production system or fiscal marks. 

Alternately a more complex mixed tax structure of both specific and ad 
valorem taxes can be applied, which can compensate for some of the 
disadvantages of each system. A mixed tax structure would, however, add 
significant administrative complexity by requiring both counting the volume 
and ascertaining the value of the product, thereby incurring greater time 
and cost burdens with limited economies of scale. Table 1 highlights the 
advantages and disadvantages of each system in more detail.

Specific taxes can be applied as part of a volume- or nutrient-based 
system. A volume-based specific tax (such as the one in Mexico) applies 
the tax based on the volume of the beverage, i.e ₴1 per litre, independent 
of the price or nature of the product. The nutrient or “dose” tax system, on 
the other hand, is applied where the tax is based on the sugar content or 
“dose of sugar”, i.e. ₴1 per gram of sugar per litre (as in the South African 
and the United Kingdom’s systems). Both of these systems can apply the 
tax uniformly, or the same tax for all products (e.g. in Mexico and South 
Africa), or by tier, which could be based on price or sugar content (e.g. in 
the United Kingdom). 

2
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Table 1. Attributes of various tax structures for excisable goods, including SSBs

Advantages Disadvantages

Specific tax ∙ Not influenced by retail prices
∙ Not subject to price manipulation by the 

industry
∙ More stable revenues
∙ Can encourage product reformulation
∙ Greater incentives for producers to over-shift 

tax onto consumer (or under-shift less) (This 
is a direct counterpoint to the disadvantage 
for ad valorem systems.)

∙ Easier to administer (easier to establish 
volume than value)

∙ Does not automatically adjust for inflation
∙ Can be complex if sugar/nutrient content is 

used as the tax base

Ad valorem tax ∙ Automatically adjusts for inflation
∙ Automatically targets higher-value products

∙ Can lead to down-trading by consumers (i.e. 
switching from more expensive products to 
cheaper alternatives), as cheaper products 
incur less tax and become relatively cheaper 

∙ Revenue fluctuates with the price of the 
product

∙ Susceptible to manipulation by the industry, 
as CIF or ex-factory price can be manipulated 
by industry (e.g. profit-shifting or base 
erosion strategies)

∙ Greater incentives for producers to under-
shift taxes onto consumers (or over-shift less) 
(This is a direct counterpoint to the advantage 
of specific systems.)

∙ More difficult to administer (more difficult to 
establish value than volume)

Source: Fuchs, Mandeville (3), World Health Organization (4)

A nutrient-based system is significantly more complex to implement, 
administer and evaluate, but it does create significant incentives for 
producers to reduce sugar content or shift advertising to lower-taxed 
products. Furthermore, tax thresholds could be implemented whereby the 
tax is only applied to SSBs with a sugar content above a certain threshold 
(e.g. in South Africa and the United Kingdom) or the tax rate is increased 
for higher-sugar-content beverages (e.g. in the United Kingdom and Chile). 
Tiered or threshold-based systems are difficult to model given that many 
countries do not have current nutrient profiling, so there is considerable 
uncertainty regarding the market profile with respect to sugar content. It is 
also difficult to predict the extent of product reformulation by manufacturers, 
given the limited case studies so far. These systems are detailed in Table 
2 below.
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Table 2. Selected excise tax systems and country examples

System Country Description

Uniform ad valorem Barbados 10% ad valorem tax on all drinks with added sugars, on the 
value of the product before VAT is applied

Nutrient tiered ad valorem Chile 18% ad valorem tax on high-sugar SSBs with >6.25 g sugar 
per 100 ml, 10% on SSBs with <6.25 g per 100 ml

Uniform specific Mexico 1 peso (US$ 0.05) per litre volume-based excise tax 
(approximately 10%) on all drinks with added sugars 

Nutrient specific tax with threshold South Africa 0.021 rand (US$ 0.15) per gram of sugar above 4 g per 100 
ml (approximately 12%) 

Nutrient specific tax with threshold 
and tier

United Kingdom £0.24 per litre (US$ 0.34) on drinks with >8 g total sugar per 
100 ml; £0.18 per litre (US$ 0.25) for drinks with 5–8 g total 
sugar per 100 ml

Source: World Bank (5)

In order to identify the most appropriate excise tax system for SSBs in 
Ukraine, a review of the existing excise taxes in the country provides useful 
context. Tobacco products and alcoholic beverages are already subject to 
excise tax in Ukraine. Tobacco taxes – specifically those on cigarettes – apply 
a mixed system where the specific component is a uniform specific tax and 
the ad valorem component is applied to the retail price. This tax structure 
is in line with that required by the European Union Tobacco Tax Directive 
(2). Importantly, the specific component is the larger component, thereby 
ensuring that the advantages of the specific tax outweigh the challenges 
of the ad valorem tax. Furthermore, while ad valorem taxes are applied to 
tobacco products, they are applied to the retail price, which would create a 
significant burden on tax authorities if implemented on SSBs. This is due to 
the very large price heterogeneity of SSBs – not just by product and brand 
but also by retail environment. This demonstrates that, in the case of SSBs 
in Ukraine, specific taxes would be more appropriate than ad valorem taxes.

Alcoholic beverages in Ukraine are taxed with both uniform volume-based 
specific taxes (beer, still wine, sparkling wine, cider and perry) and alcohol 
content-/dose-based specific tax systems (spirits and ready-to-drink 
beverages like wine coolers, alcopops and pre-mixed spirit drinks) (see 
Table 3). In addition to excise taxes, Ukraine also applies a pricing policy on 
alcohol stipulating a minimum retail price. This policy, commonly used on 
alcohol, aims to reduce the prevalence of binge drinking by ensuring that 
retail prices are not heavily discounted during specific periods. This policy 
may not be applicable to SSBs, however, because the pattern of drinking 
and price discrimination may not be the significant driver of harm. 

Based on the above review of existing excise taxes in Ukraine it is clear that 
(i) the Government of Ukraine has significant experience in implementing 
excise taxes, (ii) specific taxes are generally favoured by Ukraine and (iii) the 
Government has experience in content-based taxes (e.g. alcohol content 
taxes) that may be transferable to SSBs. 

Potential for sugar-sweetened beverage taxes in Ukraine4



Table 3. Alcohol excise rates in Ukraine, 2019

Product Tax Tax base Comment

Beer 2.78 Hryvnia per litre

Still wine 0.01 Hryvnia per litre

Fortified wine 8.02 Hryvnia per litre

Sparkling wine 11.65 Hryvnia per litre

Spirits 126.96 Hryvnia per litres of absolute alcohol 50.78/litre for a 40% ABV strength spirit

Ready-to-drink 126.96 Hryvnia per litres of absolute alcohol 6.35/litre for a 5% ABV beverage

Cider and perry 1.06 Hryvnia per litre

Source: Euromonitor (6)

Independent of the choice of tax structure for alcoholic beverages, 
consideration also must be given to the application of taxes on competing 
or complementary non-alcoholic beverage products. This is an important 
factor since an increase in the price of some products relative to other 
products is likely to induce substitution. For example, raising taxes/prices 
on carbonates – but not on water – is likely to result in a reduction in sales/
consumption of carbonates but also an increase in sales/consumption of 
water, as some of the former carbonates sales/consumption are substituted 
with water. These relationships are defined by the price and cross-price 
elasticity of demand and will be discussed in more detail later. Nonetheless, 
this example highlights that tax and price instruments are powerful not only 
because of their effects on taxed products but also on untaxed products.

Policy-makers need to think carefully and act deliberately to ensure that 
SSB taxes are broad enough to include products that contribute significantly 
to associated harms. The choices of which products to tax and which not to 
tax are equally important to the decisions regarding structure and rates of 
tax. This is particularly true when applying taxes to products that contribute 
to harm. In the case of SSBs policy-makers must decide, for example, 
whether to apply taxes to products with free sugars, just those with added 
sugars or even those with artificial sweeteners. 

As is evident from the examples in Table 2, countries have taken different 
approaches. South Africa, for example, excludes 100% fruit juices and 
unsweetened milk products. The United Kingdom, on the other hand, 
has a more detailed list of exclusions including milk products with more 
than 75% milk, milk replacements (e.g. soya or almond milk), alcohol 
replacements (e.g. alcohol-free beer or wine), fruit and vegetable juices 
without added sugar, infant formula, formulated food intended as a total 
diet replacement or dietary food used for special medical purposes and 
liquid drink flavouring added to food or drinks prepared by mixing liquids 
and served in an open container. 
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The greater the number of exclusions, the greater the substitution impact 
is likely to be between taxed and untaxed products; however, the health 
impact of these changes might be undermined if the untaxed exclusions 
include products with high sugar content. Furthermore, more exclusions will 
likely increase the administrative burden of collecting taxes in an efficient 
manner. For example, in South Africa, the 100% fruit juice exclusions include 
several products with higher sugar content than popular sugar-sweetened 
carbonated drinks. 

For the purposes of this analysis, a uniform volume-based specific tax 
is modelled, and the tax is applied to several but not all products. One 
permutation discussed is that of excluding juices from the tax (as is done 
in South Africa). The implications of such exclusions are presented and 
discussed in greater detail later in this report.

Potential for sugar-sweetened beverage taxes in Ukraine6



Data and methods 

Data on the non-alcoholic beverage market in Ukraine are sourced from 
various proprietary databases, particularly Euromonitor and the Economist 
Intelligence Unit. Annual volume data are drawn from Euromonitor over 
the period 2006 to 2019 and converted into per capita terms using total 
population from the World Bank’s World Development Indicators database. 
Volumes are presented as off-trade and on-trade. Euromonitor defines 
on-trade sales as sales through food service outlets including cafes/bars, 
full-service restaurants, hotels, fast food, 100% home delivery/takeaway, 
self-service cafeterias and street stalls/kiosks. Off-trade sales refer to sales 
through retail outlets including supermarkets/hypermarkets, discounters, 
convenience stores, independent small grocers, forecourt retailers, food/
drink/tobacco specialists, other grocery retailers, non-grocery retailers, 
vending, home shopping, internet retailing and direct selling. 

Volumes are also disaggregated into carbonates, juices, water, energy drinks, 
sports drinks, ready-to-drink coffee, ready-to-drink tea and concentrates, 
with several subcategories for each category (see Table 4). It is important 
to note that these are the definitions per Euromonitor and not per the World 
Health Organization. Euromonitor also collects data on Asian specialty drinks, 
such as drinking vinegar, but these are not collected and/or presented in 
Ukraine. Data on milk drinks (e.g. flavoured and sweetened milk drinks) are 
usually available from Euromonitor, however, these data are not available 
for Ukraine. The combined market is called soft drinks.

Euromonitor provides the retail market value for categories and subcategories. 
The retail selling price per unit can be estimated by dividing the value by the 
volume for a particular category or subcategory. The Economist Intelligence 
Unit price data are also presented as a point of comparison. These data are 
point estimates, rather than market averages, and they represent prices 
of specific products in Kiev from 2000 to 2019. Prices are available for 
Coca-Cola, mineral water and packaged juice in two retail environments: 
a supermarket and a mid-priced store. Nominal values and prices are 
converted into real terms using the Consumer Price Index from the World 
Bank’s World Development Indicators database, using 2006 as the base 
year. All values are presented in Ukrainian hryvnia (₴) unless otherwise 
specifically indicated.

Growth rates are estimated using a constant growth regression and presented 
as the average annual percentage change. This method estimates the 
average growth rate over the time period and is less influenced by outliers 
than other methods such as an arithmetic or geometric mean.

3
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Table 4. Subcategory definitions 

Category Definition and included 
beverages Excluded beverages Comments

Carbonates Carbonates are defined as 
sweetened, non-alcoholic drinks 
containing carbon dioxide. All 
carbonated products containing 
fruit juice (“sparkling juices”) 
are included here unless they 
are tea-based, carbonated 
energy drinks or sparkling water 
(which are included in other 
categories). Carbonates include 
both naturally and artificially 
sweetened beverages. 

Various subcategories are also 
presented (e.g. regular or low-
calorie).
Naturally sweetened means 
sweetened with sugars 
(whether free or added), 
whereas artificially sweetened 
means sweetened with non-
caloric sweeteners.

Water (bottled 
water)

This category is the aggregation 
of still bottled water (spring, 
mineral & purified), carbonated 
bottled water (spring, mineral & 
purified), flavoured bottled water 
and functional bottled water. 

Bulk water is not included. This 
is defined as packaged drinking 
water in a container of 8 litres 
or larger. 
Carbonated water containing 
fruit juice is included under 
carbonates.

Juices This category covers all still 
packaged juice obtained 
from fruits or vegetables 
by mechanical processes, 
reconstituted or fresh, often 
including pulp or fruit and 
vegetable puree. Only still drinks 
are included here. This sector is 
the aggregation of 100% juice, 
nectars (25–99% juice content), 
juice drinks (up to 24% juice 
content) and coconut and other 
plant waters.

All unpackaged juices are 
excluded. 
Does not include juice-
flavoured milk drinks and fruit 
shakes that are primarily made 
of milk.

Coffee Includes packaged ready-to-
drink coffee

Excludes all coffee-flavoured 
milk drinks and drinks where 
coffee is one of a number of 
flavours within the brand range

Ready-to-drink coffee and tea 
are combined for the purposes 
of this analysis.

Tea This category includes all 
packaged products based 
on brewed tea or tea extract. 
These may be sweetened or 
unsweetened, carbonated 
or still, with a wide variety 
of different flavourings. May 
contain juice.

Ready-to-drink coffee and tea 
are combined for the purposes 
of this analysis.

Energy drinks These are functional drinks 
designed to boost energy levels. 
Often lightly carbonated, these 
contain high levels of caffeine 
and a number of added water-
soluble vitamins, most often 
a selection of vitamins and 
amino acids, as well as herbal 
products such as guarana and 
ginseng. Can be carbonated or 
still. 

Energy drinks and sports drinks 
are combined for the purposes 
of this analysis.

Sports drinks These include isotonic, 
hypotonic and hypertonic sports 
drinks. 

Energy drinks and sports drinks 
are combined for the purposes 
of this analysis.

Concentrates These include liquid 
concentrates and powder 
concentrates.

This category may include 
cordials, squashes and 
concentrates used to make 
drinks (including carbonates, 
coffee- and tea-based drinks) in 
on-trade and off-trade outlets 
(e.g. coffee shops, bars and 
restaurants).

Potential for sugar-sweetened beverage taxes in Ukraine8



SSB market trends  
in Ukraine
The purpose of this analysis is to describe and analyse trends in the non-
alcoholic beverage market in Ukraine in recent years. The analysis includes 
water in addition to SSBs (i.e. the broader non-alcoholic beverage market) 
since water is the primary and most healthy substitute for SSBs. This 
analysis is meant to inform the potential design and implementation of 
an SSB tax, particularly with respect to understanding trends in volumes, 
prices and affordability over time.

Trends in volume (levels, per capita, percentage change, 
AAPC) by category

Figures 1 and 2 show the trends in sales in absolute and per capita terms from 
2006 to 2019, while Table 5 shows the average annual percentage change of 
both series over the whole period. The total market for soft drinks has remained 
relatively unchanged over the whole period; however, the period 2006 to 2016 
saw consistently declining trends, which have rebounded strongly since 2016. 
The total market, however, remains marginally smaller in 2019 than its peak 
in 2007, in both absolute and per capita terms. Importantly, these trends differ 
substantially by product category. The trends in carbonates mimic the total 
market; but juices, sports drinks and concentrates saw substantial declines, 
while energy drinks and tea saw large increases. Water increased slightly. 

Figure 1. Sales by product category, 2006–2019

Source: Euromonitor (7)
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Figure 2. Per capita sales by product category, 2006–2019

Source: Euromonitor (7) and World Bank (8)

Table 5. Average annual percentage change in sales volumes, 2006–2019

Total Per capita

Total -1.0% -0.6%

Carbonates -1.0% -0.6%

Juice -6.9% -6.5%

Water 0.3% 0.7%

Energy drinks 11.7% 12.1%

Sports drinks -7.3%* -6.9%*

Coffee (RTD) NA** NA**

Tea (RTD) 8.3% 8.7%

Concentrates -19.9% -19.6%

Source: Euromonitor (7)
Notes: * 2013–2019, ** data only available for 2006–2009; *** RTD = ready to drink

Market share is shown in Figure 3. The market is clearly dominated by 
water and carbonates – with water forming the bulk of the market, followed 
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by carbonates and, to a lesser extent, juices. Other categories make up 
insignificant shares. Even after declines between 2006 and 2019, carbonates 
and juices still constitute 37% and 8% of the total market, respectively, while 
water commands 52% of the market in 2019. This is relatively different from 
the market share in 2006, where carbonates and juices represented 42% 
and 14% and water 43%, respectively. 

Given that the market share of water increased from 43% in 2006 to 52% 
in 2019, it is also important to consider the share of the market excluding 
water, particularly SSBs. When considering only SSBs, the market share of 
carbonates actually increased, although the market share of juices declined. 
There are three important policy implications from this analysis: (i) notably, 
in the broader market there has been a clear shift away from juices and 
towards water; (ii) carbonates are the dominant SSB and only increasing 
in influence in recent years; and (iii) while other products represent a very 
small portion of the market, they are increasing in influence.

The breakdown between on- and off-trade sales differs substantially by 
market category, as demonstrated for the most recent year, 2019, in Figure 4. 
While a total of 94% of the non-alcoholic beverage market was sold through 
off-trade channels in 2019, the off-trade market shares range from a low 
of 0% for coffee and 85% for sports drinks to 100% for concentrates. These 
data have remained stable over the time period for which data are available.
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Figure 3. Product category market shares, 2006–2019

Source: Euromonitor (7)
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Figure 4. Off-trade market share by product category, 2019

Source: Euromonitor (7)

Breakdowns of subcategories are important for certain categories. For the 
purposes of this analysis is concentrated on subcategories that distinguish by 
sugar or nutritional content. Figure 5 shows the breakdown of the carbonates 
market into low- or no-calorie carbonates. This reflects the broad category 
of what consumers might refer to as diet drinks. It shows that diet drinks 
make up a small, albeit growing, market share. Diet carbonates grew from 
0.6% to 1.3% of the total carbonate market and from 3.8% to 5.9% of the 
diet cola market between 2006 and 2019. This suggests that diet colas are 
not hugely popular in Ukraine. Unfortunately, the data do not allow for the 
juice category to be broken down into subcategories based on nutritional 
content because the breakdown into 100% juices (both reconstituted and 
non-reconstituted), juice drinks and nectars include drinks with varying 
sugar content. This is a limitation of the analysis and further research into 
the sugar content of various juices would improve analysis and modelling.
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Trends in prices (nominal, real, percentage change, AAPC) 
by category

Prices are likely the most important determinant of volumes. The heterogeneity 
in prices between types of products as well as retail environments has 
significant policy implications, since a specific tax will have a smaller relative 
impact on the products with lower prices than products with higher prices. 
Figure 6 shows the prices of the various categories in the most recent 
year in hryvnia per litre. The weighted average soft drink price in Ukraine 
in 2019 was ₴18.10 per litre. However, this varied from ₴6.44 per litre for 
concentrates to ₴53.62 per litre for sports drinks. The largest categories, 
carbonates and water, had similar prices of ₴17.07 and ₴16.12 per litre, 
respectively. Because carbonates represent such a large share of the SSB 
market, the same tax will reduce volume more for carbonates than for other 
products. This demonstrates the power of taxation as a policy intervention.

Figure 7 shows the ratio of on- and off-trade prices in 2019. Generally, 
on-trade consumption is significantly more expensive than off-trade 
consumption, as would be expected. Specifically, on-trade consumption 
is four times more expensive; however, this once again varies by category, 
from 2.9 times more expensive for carbonates to 1.6 times for tea.

Figure 5. Market share of low- or no-calorie colas/carbonates, 2006–2019

Source: Euromonitor (7)
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Figure 6. Nominal unit value (price) in hryvnia per litre, 2019

Source: Euromonitor (7)

Figure 7. Ratio of on-trade to off-trade prices, 2019

Source: Euromonitor (7)
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While the variation in price levels may explain relative market shares, it 
does not explain the trend in volumes. In order to do this the trends in real 
prices (i.e. adjusted for inflation) are analysed over the period 2006 to 2019. 
The results are shown in Figure 8 for the major price categories (smaller 
categories are excluded to make the figure easier to interpret), while the 
average annual percentage changes in both nominal and real terms are 
shown in Table 6. 

Table 6 shows that nominal prices rose in all categories. Given the volatile 
– and sometimes high – inflation in Ukraine during this period, the analysis 
of real prices is particularly important. In real terms prices rose, but by 
much more modest magnitudes. This is the case for the three largest 
categories (carbonates, juice and water), while prices fell for energy 
and sports drinks as well as tea. Figure 8, however, shows that the price 
increases for carbonates, juice and water were not consistent over the period. 
Prices rose quite sharply until 2014, and then declined. By 2019, prices for 
carbonates and juices were fairly similar to those in 2006, while water was 
significantly higher in 2019 than 2006. The shrinking gap between water 
and other products is important since it affects substitution between them. 
The trends in prices, when looking at the time series in the figure, seem 
to be inversely correlated to the sales volumes. This will be considered in 
greater detail later in this report.
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Figure 8. Real unit value (prices) of major product categories, 2006–2019

Source: Euromonitor (7) and World Bank (8)
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Table 6. Average annual percentage change in unit value (price), 2006–2019

Nominal Real

Total 13.3% 1.1%

Carbonates 12.8% 0.6%

Juice 12.9% 0.7%

Water 15.8% 3.6%

Energy drinks 6.0% -6.2%

Sports drinks 12.2%* -4.4%*

Coffee (RTD) NA** NA**

Tea (RTD) 9.7% -2.5%

Concentrates 12.3% 0.1%

Source: Euromonitor (7)
Notes: * 2013–2019, ** data only available for 2006–2009

Figure 9 interrogates the trends in prices of diet colas compared to regular 
colas similar to the analysis of volumes. The trends in low-calorie and 
regular colas are nearly identical; however, it is also notable that colas are 
consistently more expensive than other carbonates drinks. Importantly, the 
prices of colas (diet or regular) are more expensive than non-cola carbonates, 
but that price premium declines between 2006 and 2019.

Figure 9. Real unit value (prices) of cola and low-calorie cola, 2006–2019

Source: Euromonitor (7) and World Bank (8)
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Trends in affordability (percentage change, AAPC) by category

From the 1960s until the end of the 20th century, economic growth rates 
in high-income countries (HICs) and low- and middle-income countries 
(LMICs) were highly correlated (9). In 28 out of the 39 years from 1961 
to 1999, real per capita GDP growth in HICs exceeded that of LMICs. 
From 2000 to 2019, however, real per capita GDP growth in HICs has 
been lower than in LMICs in all 20 years. That is a significant change 
of fortunes and has been driven by dramatic increases in economic 
growth in LMICs. Per capita GDP growth in LMICs between 2000 and 
2019 averaged 4.0% per year, which is significantly higher than the rates 
of 1.3% and 1.0% in the 1980s and 1990s, respectively.

When countries experience rapid rates of economic growth, as many 
LMICs have experienced in the last two decades, increases in taxes 
that increase prices in line with the inflation rate may not be sufficient 
to reduce the use of that product. Hence the focus has shifted from tax 
increases that increase the retail price to tax increases that reduce 
affordability over time. 

Simultaneously considering the impact of price and income introduces 
the concept of affordability, which is broadly defined as the ratio of price 
to income. The relative income price (RIP) measure has been applied 
to SSBs by Blecher et al. (2017), adapting a similar measure from the 
cigarette affordability literature (10). The RIP measures the percentage of 
per capita GDP required to purchase 100 litres of a beverage. An increasing 
RIP (positive percentage change) means that SSBs are becoming less 
affordable over time, while a declining RIP (negative percentage change) 
means that SSBs are becoming more affordable over time.

SSBs have become more affordable over time in Ukraine. Figure 10 
shows the trends in the affordability of soft drinks and the three major 
categories (carbonates, juice and water) in Ukraine over the period 
2006 to 2019. Energy drinks, sports drinks, coffee and tea drinks are not 
included in the figure due to their small market share. Furthermore, 
Table 7 shows the average annual percentage change over the same 
period. The results show that soft drinks have become considerably 
more affordable in Ukraine over time, by 1.7% per year. While 1.7% per 
year may seem small in magnitude, the compounding effects would 
lead to large increases in affordability over a longer period – in this case 
by more than 18% each decade. Carbonates, juices and concentrates 
have become more affordable at even greater magnitudes, while water 
has become slightly less affordable. In particular energy drinks, sports 
drinks and tea have become much more affordable compared to other 
categories. 
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Table 7. Average annual percentage change in affordability (relative income price), 
2006–2019

RIP

Total -1.7%

Carbonates -2.2%

Juice -2.1%

Water 0.7%

Energy drinks -9.0%

Sports drinks -6.7%*

Coffee (RTD) NA**

Tea (RTD) -5.3%

Concentrates -2.8%

Source: Euromonitor (7)
Notes: * 2013–2019, ** data only available for 2006–2009

Figure 10. Trends in affordability (relative income price), 2006–2019

Source: Euromonitor (7) and World Bank (8)
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Modelling strategy 

The goal of the simulation model is to estimate the effect of a tax change 
on the sales/consumption volumes of taxed and untaxed SSBs and close 
substitutes. This is done by first estimating the impact of the tax on price, 
then estimating how prices affect sales/consumption volumes and finally 
estimating the tax revenue resulting from the tax.

The model is structured as a category-level static model with six categories: 
carbonates, juices, water, energy and sports drinks, coffee and tea and 
concentrates. Energy and sports drinks and coffee and tea are aggregated 
into two categories due to the small size of each category. This allows 
the model to estimate the effects based on which categories the tax is 
applied to, e.g. applied to all categories except for water. This functionality 
is important given that SSB taxes are sometimes not applied to all SSB 
products. Furthermore, when the SSB tax is not applied to non-SSB 
substitutes, like water, it results in important computational effects due 
to consumers substituting away from SSBs to non-SSBs when SSB prices 
rise due to taxes.

A single own-price elasticity of demand is implemented, and cross-price 
elasticities between the categories are used. The price elasticity of demand 
measures the percentage change in consumption as a result of a 1% 
change in price. For example, a price elasticity of demand of 0.6 means 
that a 10% increase in price will result in a 6% decline in consumption. 
A price elasticity of between 0 and -1 is termed price inelastic (meaning 
that the change in consumption is less than proportional to the change in 
price), while anything less than -1 is termed price elastic (meaning that the 
change in consumption is more than proportional to the change in price). 
The cross-price elasticity of demand measures the percentage change in 
consumption of one product that results from a 1% change in the price of 
another product. For example, a cross-price elasticity of 0.2 means that a 
10% increase in the price of one product will lead to a 2% increase in the 
quantity demanded for another product. A positive cross-price elasticity 
means that products are substitutes, whereas a negative cross-price 
elasticity means that the products are complements. 

The effects of economic growth are also included through the use of an 
income elasticity of demand, i.e. the change in consumption due to a change 
in income. The elasticities are applicable to changes in real prices and 
real incomes (i.e. adjusted for inflation). For the purposes of the model, an 
annual economic growth rate of 2% and annual consumer inflation of 3% 
are assumed based on the International Monetary Fund country forecasts 
(11). Additionally, for conversion of Ukrainian hryvnia to US dollars, an 
exchange rate of ₴/US$ 0.0349 (US$/₴ 28.65) is used.

5
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A default price elasticity of demand of -0.55 is used. This value was estimated 
by Fuchs Tarlovsky and González Icaza in their analysis of the welfare and 
distributional effects of implementing an SSB tax in Ukraine (12). That 
research is a complementary component of this project. Given that the 
literature on the price elasticity of demand for SSBs generally estimates 
more inelastic price elasticities, a more inelastic value of -0.80 is employed 
as a sensitivity analysis. An income elasticity of demand of 0.1 is employed. 
This indicates that increases in income will result in increases in sales/
consumption volumes since SSBs are a normal good. This value coincides 
with the relatively small household expenditure elasticity in Fuchs Tarlovsky 
and González Icaza. This income elasticity is important since it ensures that 
the baseline (i.e. no tax scenario) will result in increasing sales/consumption 
volumes. Cross-price elasticities are set to 0.3, indicating that a price increase 
of one commodity will result in an increase in consumption of another (i.e. 
a substitution for other commodities due to the increased price).

Prices in each category are decomposed into tax and non-tax components: 
price = excise + VAT + net-of-tax price. Thus the starting price minus VAT, 
when no excise is applied, equals the net-of-tax price. Given a VAT rate of 
20% in Ukraine, a retail price per litre of ₴10 means that the net-of-tax 
value is ₴8.33 per litre (10/1.2) and VAT is ₴1.67 per litre (20/120*10). When 
an excise is applied, price is then estimated in the opposite manner by 
adding the excise to the net-of-tax ₴8.33 and then adding VAT to estimate 
the new retail price. For example, if an excise of ₴2.00 per litre is applied, 
the net-of-tax price of ₴8.33 per litre increases to ₴10.33 per litre plus 
VAT of ₴2.07 (20% of 10.33) for a new retail price of ₴12.40 per litre. The 
baseline data, including the retail prices (from Euromonitor) for each 
category, decomposed into VAT and net-of-tax price, are shown in Table 8. 
Furthermore, the retail volumes from Euromonitor allow for an estimate 
of the industry value (net-of-tax price multiplied by volume) as well as the 
baseline VAT revenue and market value (retail price multiplied by volume).

Table 8. Baseline data and price decomposition

Category Net-of-tax 
price VAT value Retail price Volume Industry 

value VAT revenue Market value

Unit ₴/L (1000 Ls) ₴ (millions)

Carbonates 14.23 2.85 17.07 1,511,379 21,502 4,300 25,802

Juices 25.28 5.06 30.34 339,633 8,587 1,717 10,304

Water 13.43 2.69 16.12 2,095,043 28,140 5,628 33,768

Energy & sports 39.34 7.87 47.21 46,145 1,815 363 2,178

Coffee & tea 18.88 3.78 22.65 45,550 860 172 1,032

Concentrates 5.36 1.07 6.44 713 4 1 5

Weighted value 15.08 3.02 18.10  

Total 4,038,463 60,908 12,182 73,090

Total (US$) 2,126 425 2,551

Source: Euromonitor (7)
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This analysis assumes that manufacturers pass through all tax to consumers 
by shifting the tax burden onto retail prices (i.e. fully or 100% pass-through). 
Taxes could also be under- or over-shifted, meaning that prices rise by 
less than the increase in tax (under-shifting) or more than the increase in 
tax (over-shifting). This shifting is a function of several factors including 
market structure and competition, tax structure and firm strategy. In the 
case of under-shifting the net-of-tax price declines in the model, while in 
the case of over-shifting the net-of-tax price increases. Evidence shows 
that SSB taxes have been passed through by between 40% (under-shifting) 
and 125% (over-shifting) (5). Therefore these extremes are used in the 
model as the baseline lower- and upper-bound possibilities. Furthermore, 
a sensitivity analysis is also conducted using half the under- and over-shift 
(20% and 112.5%) rates.

Finally, the decision regarding which tax to model must be made. Based 
on global experience and best practice, a uniform specific tax is modelled. 
This also clearly aligns with existing Ukrainian excise tax policy, where 
specific taxes form the basis of tobacco and alcohol taxes. While Ukraine 
certainly has experience with an alcohol content-based tax, and while 
this is certainly transferable to SSBs (as evidenced by the experiences of 
other countries), the lack of nutritional data in the Euromonitor database 
precludes its use in modelling. 

Thus, the impact of a uniform specific tax is modelled with the knowledge 
that the tax could be adapted in practice to a nutrient model, as required, 
with similar short-term revenue implications (a comparable nutrient tax 
that would have similar revenue outcomes could be calculated with some 
further analysis). Furthermore, once a tax is in place, data emerging from 
the implementation would allow for a significantly more accurate simulation 
model for future tax reforms, including nutrient-based taxes. 

A second consideration is the value of the tax. While there are no explicit 
benchmarks set by the World Health Organization or World Bank, experiences 
from other countries have shown that a tax approximating 20% of retail 
prices would be necessary to have a meaningful impact (13). Table 9 shows 
the effect that two different uniform specific taxes, ₴2 per litre and ₴4 per 
litre, (applied to all categories of SSBs but not applied to water) would 
have on retail prices in the different categories. It is clear that the smaller 
tax of ₴2 per litre would vary between 4% and 12% of pre-tax prices and 
between 4% and 10% of post-tax prices (assuming that taxes are fully 
passed through), while the larger ₴4 per litre tax would vary between 8% 
and 23% of pre-tax prices and 8% to 18% of post-tax prices. As such, the 
model will simulate the impact of a ₴4 per litre uniform specific tax as a 
closer approximation of 20% of retail prices.
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Table 9. Excise tax shares with no over-shifting (i.e. 100% pass-through)

Category Pre-tax Price Taxed Price Percentage of pre-tax price Percentage of taxed price

Unit ₴/L ₴2/L ₴4/L ₴2/L ₴4/L

Carbonates 17.07 21.23 12% 23% 10% 18%

Juices 30.34 35.14 7% 13% 6% 11%

Water 16.12 16.12 NA NA NA NA

Energy & sports 47.21 52.01 4% 8% 4% 8%

Coffee & tea 22.65 27.45 9% 18% 8% 15%

Concentrates 6.44 6.44 NA NA NA NA

As previously discussed, there is significant variation in the products that 
taxes can be applied to. This is important since the increases in prices 
of some products relative to other products induces substitution. For 
example, raising taxes/prices on carbonates but not on water will result 
in a reduction in sales/consumption of carbonates but also an increase 
in sales/consumption of water, as some of the former carbonates sales/
consumption is substituted to water. The choice of what products to tax and 
not tax is equally important as the structure and rates of tax. 

The variations to the tax policy included in this model, described below, 
are used to show that the broader-based application of taxes will achieve 
greater changes in consumption and revenues. Through these examples, 
it is clear that policy-makers need to think carefully and act deliberately to 
ensure that SSB taxes are broad enough to include products that contribute 
significantly to harm.

For the purposes of this analysis a uniform volume-based specific tax 
is modelled, and the tax is applied to several but not all products. Two 
permutations are investigated: first, that the tax is applied to all products 
with the exception of water and, second, that the tax is also not applied to 
juice and concentrates. The first option highlights the case where an SSB tax 
is applied broadly to all products with sugar, whether added or otherwise. 
Water is excluded as the obvious substitute with no sugar content. The 
second option of excluding juices shows the most common alternative that 
is applied, for example, in South Africa. There are several reasons that some 
countries exclude juices, including that juices are generally already more 
expensive than other SSBs and that some have greater nutritional value 
than other SSBs. While this example is instructive, it must be remembered 
that juices contain sugar, whether added or not, and in many cases contain 
higher amounts of sugar than many other SSBs including carbonates.  

Finally, concentrates are also excluded from the second permutation for the 
same instructive reasons, however the rationale for exclusion is different. 
First, concentrates are often consumed more heavily in lower-income 
communities and, second, the use of powders complicates the calculation 
of the tax. Furthermore, in Ukraine the concentrates market is very small 
and does not significantly affect the estimates.
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Table 10 summarizes the various simulations. Options 1 and 2 shows the 
results for taxing all SSBs at ₴4 per litre, only excluding water. Options 3 
and 4 show the same simulations but also exclude juice and concentrates. 
The various other options show the variations in price elasticity and tax 
pass-through as previously described. 

Table 10. Summary of simulation scenarios

Option Tax structure Rate Exclusions Elasticities Shifting

1.1 Uniform specific ₴4/L Water -0.55/0.1/0.3 100% pass-through

1.2a Uniform specific ₴4/L Water -0.55/0.1/0.3 60% 

1.2b Uniform specific ₴4/L Water -0.55/0.1/0.3 80% 

1.3a Uniform specific ₴4/L Water -0.55/0.1/0.3 112.5% 

1.3b Uniform specific ₴4/L Water -0.55/0.1/0.3 125% 

2.1 Uniform specific ₴4/L Water -0.8/0.1/0.3 100% pass-through

2.2a Uniform specific ₴4/L Water -0.8/0.1/0.3 60% 

2.2b Uniform specific ₴4/L Water -0.8/0.1/0.3 80% 

2.3a Uniform specific ₴4/L Water -0.8/0.1/0.3 112.5% 

2.3b Uniform specific ₴4/L Water -0.8/0.1/0.3 125% 

3.1 Uniform specific ₴4/L Water, juice & concentrate -0.55/0.1/0.3 100% pass-through 

3.2a Uniform specific ₴4/L Water, juice & concentrate -0.55/0.1/0.3 60%

3.2b Uniform specific ₴4/L Water, juice & concentrate -0.55/0.1/0.3 80% 

3.3a Uniform specific ₴4/L Water, juice & concentrate -0.55/0.1/0.3 112.5%

3.3b Uniform specific ₴4/L Water, juice & concentrate -0.55/0.1/0.3 125% 

4.1 Uniform specific ₴4/L Water, juice & concentrate -0.8/0.1/0.3 100% pass-through 

4.2a Uniform specific ₴4/L Water, juice & concentrate -0.8/0.1/0.3 60% 

4.2b Uniform specific ₴4/L Water, juice & concentrate -0.8/0.1/0.3 80% 

4.3a Uniform specific ₴4/L Water, juice & concentrate -0.8/0.1/0.3 112.5% 

4.3b Uniform specific ₴4/L Water, juice & concentrate -0.8/0.1/0.3 125% 

Note: Elasticities represent price, income and cross-price.
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Results 

Scenario 1.1: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: no over-/under-shifting
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 1.1

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 14.23 4.00 3.65 21.87 28 24 -2 5.897
Juices 25.28 4.00 5.86 35.14 16 12 5 1.431
Water 13.43 0.00 2.69 16.12 0 -3 15 0
Energy & sports 39.34 4.00 8.67 52.01 10 7 9 201
Coffee & tea 18.88 4.00 4.58 27.45 21 18 2 186
Concentrates 5.36 4.00 1.87 11.24 75 69 -32 2
Total 7,717
Weighted 15.04 1.78 3.36 20.18 12 8 8
Taxed -1
Untaxed 15

Scenario 1.2a: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: under-shifting; 60% tax pass-through (approximate 11% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 1.2a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 12.66 4.00 3.33 19.99 17 14 -1 5,994
Juices 22.50 4.00 5.30 31.80 5 2 7 1,452
Water 13.43 0.00 2.69 16.12 0 -3 10 0
Energy & sports 35.01 4.00 7.80 46.82 -1 -4 10 204
Coffee & tea 16.80 4.00 4.16 24.96 10 7 4 189
Concentrates 4.77 4.00 1.75 10.53 64 59 -30 2
Total 7,841
Weighted 14.22 1.85 3.21 19.29 7 3 6
Taxed 1
Untaxed 10

6
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Scenario 1.2b: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: under-shifting; 80% tax pass-through (approximate 5% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 1.2b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 13.52 4.00 3.50 21.02 23 20 -2 5,942

Juices 24.02 4.00 5.60 33.62 11 8 6 1,441

Water 13.43 0.00 2.69 16.12 0 -3 13 0

Energy & sports 37.37 4.00 8.27 49.65 5 2 10 202

Coffee & tea 7.93 4.00 4.39 26.32 16 13 3 187

Concentrates 5.10 4.00 1.82 10.92 70 65 -31 2

Total 7,773

Weighted 14.67 1.81 3.30 19.79 9 6 7

Taxed 0

Untaxed 13

Scenario 1.3a: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: over-shifting; 112.5% tax pass-through (approximate 
4% increase in net-of-tax price for taxed product; no change in net-of-tax 
price for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 1.3a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 14.80 4.00 3.76 22.55 32 28 -3 5,862

Juices 26.29 4.00 6.06 36.35 20 16 5 1,423

Water 13.43 0.00 2.69 16.12 0 -3 17 0

Energy & sports 40.92 4.00 8.98 53.90 14 11 8 200

Coffee & tea 19.63 4.00 4.73 28.36 25 22 1 185

Concentrates 5.58 4.00 1.92 11.50 79 73 -32 2

Weighted 15.32 1.76 3.42 20.49 13 10 8

Total 7,672

Taxed -1

Untaxed 17
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Scenario 1.3b: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: over-shifting; 125% tax pass-through (approximate 7% 
increase in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 1.3b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)

Carbonates 15.22 4.00 3.84 23.07 35 31 -3 5,836

Juices 27.05 4.00 6.21 37.26 23 19 4 1,417

Water 13.43 0.00 2.69 16.12 0 -3 19 0

Energy & sports 42.10 4.00 9.22 55.32 17 14 8 199

Coffee & tea 20.20 4.00 4.84 29.04 28 24 1 184

Concentrates 5.74 4.00 1.95 11.69 82 76 -33 2

Weighted 15.52 1.74 3.45 20.71 14 11 9

Total 7,638

Taxed -2

Untaxed 19

Scenario 2.1: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: no over-/under-shifting
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 2.1

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)

Carbonates 14.23 4.00 3.65 21.87 28 24 -9 5,529

Juices 25.28 4.00 5.86 35.14 16 12 2 1,388

Water 13.43 0.00 2.69 16.12 0 -3 16 0

Energy & sports 39.34 4.00 8.67 52.01 10 7 7 198

Coffee & tea 18.88 4.00 4.58 27.45 21 18 -2 178

Concentrates 5.36 4.00 1.87 11.24 75 69 -49 1

Weighted 15.01 1.71 3.35 20.07 11 8 5

Total 7,294

Taxed -6

Untaxed 11
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Scenario 2.2a: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: under-shifting; 60% tax pass-through (approximate 11% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 2.2a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 12.66 4.00 3.33 19.99 17 14 -4 5,787

Juices 22.50 4.00 5.30 31.80 5 2 6 1,446

Water 13.43 0.00 2.69 16.12 0 -3 11 0

Energy & sports 35.01 4.00 7.80 46.82 -1 -4 11 206

Coffee & tea 16.80 4.00 4.16 24.96 10 7 2 185

Concentrates 4.77 4.00 1.75 10.53 64 59 -45 2

Weighted 14.24 1.81 3.21 19.26 6 3 5

Total 7,626

Taxed -6

Untaxed 11

Scenario 2.2b: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: under-shifting; 80% tax pass-through (approximate 5% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 2.2b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 13.52 4.00 3.50 21.02 23 20 -7 5,646

Juices 24.02 4.00 5.60 33.62 11 8 4 1,415

Water 13.43 0.00 2.69 16.12 0 -3 14 0

Energy & sports 37.37 4.00 8.27 49.65 5 2 9 201

Coffee & tea 17.93 4.00 4.39 26.32 16 13 -1 181

Concentrates 5.10 4.00 1.82 10.92 70 65 -47 2

Weighted 14.67 1.76 3.29 19.72 9 6 5

Total 7,445

Taxed -4

Untaxed 14
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Scenario 2.3a: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: over-shifting; 112.5% tax pass-through (approximate 
4% increase in net-of-tax price for taxed product; no change in net-of-tax 
price for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 2.3a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 14.80 4.00 3.76 22.55 32 28 -10 5,435

Juices 26.29 4.00 6.06 36.35 20 16 1 1,367

Water 13.43 0.00 2.69 16.12 0 -3 18 0

Energy & sports 40.92 4.00 8.98 53.90 14 11 6 195

Coffee & tea 19.63 4.00 4.73 28.36 25 22 -4 175

Concentrates 5.58 4.00 1.92 11.50 79 73 -51 1

Weighted 15.27 1.68 3.39 20.34 12 9 6

Total 7,173

Taxed -8

Untaxed 18

Scenario 2.3b: Uniform specific tax of ₴4/L (excluding water)

Tax pass-through: over-shifting; 125% tax pass-through (approximate 7% 
increase in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 2.3b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 15.22 4.00 3.84 23.07 35 31 -11 5,365

Juices 27.05 4.00 6.21 37.26 23 19 -1 1,351

Water 13.43 0.00 2.69 16.12 0 -3 19 0

Energy & sports 42.10 4.00 9.22 55.32 17 14 4 193

Coffee & tea 20.20 4.00 4.84 29.04 28 24 -5 173

Concentrates 15.22 4.00 3.84 23.07 35 31 -52 1

Weighted 15.46 1.65 3.42 20.52 13 10 6

Total 7,083

Taxed -9

Untaxed 19
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Scenario 3.1: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: no over-/under-shifting 
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 3.1

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 14.23 4.00 3.65 21.87 28 24 -11 5,367

Juices 25.28 0.00 5.06 30.34 0 -3 7 0

Water 13.43 0.00 2.69 16.12 0 -3 7 0

Energy & sports 39.34 4.00 8.67 52.01 10 7 0 185

Coffee & tea 18.88 4.00 4.58 27.45 21 18 -7 170

Concentrates 5.36 0.00 1.07 6.44 0 -3 7 0

Total 5,721

Weighted 15.11 1.44 3.31 19.86 10 7 0

Taxed -11

Untaxed 7

Scenario 3.2a: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: under-shifting; 60% tax pass-through (approximate 11% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 3.2a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 12.66 4.00 3.33 19.99 17 14 -7 5,593

Juices 25.28 0.00 5.06 30.34 0 -3 3 0

Water 13.43 0.00 2.69 16.12 0 -3 3 0

Energy & sports 35.01 4.00 7.80 46.82 -1 -4 4 192

Coffee & tea 16.80 4.00 4.16 24.96 10 7 -3 177

Concentrates 5.36 0.00 1.07 6.44 0 -3 3 0

Total 5,961

Weighted 14.48 1.50 3.20 19.18 6 3 -1

Taxed -7

Untaxed 3
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Scenario 3.2b: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: under-shifting; 80% tax pass-through (approximate 5% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 3.2b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 13.52 4.00 3.50 21.02 23 20 -10 5,470

Juices 25.28 0.00 5.06 30.34 0 -3 5 0

Water 13.43 0.00 2.69 16.12 0 -3 5 0

Energy & sports 37.37 4.00 8.27 49.65 5 2 2 188

Coffee & tea 17.93 4.00 4.39 26.32 16 13 -5 173

Concentrates 5.36 0.00 1.07 6.44 0 -3 5 0

Total 5,830

Weighted 14.83 1.47 3.26 19.56 8 5 -1

Taxed -9

Untaxed 5

Scenario 3.3a: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: over-shifting; 112.5% tax pass-through (approximate 
4% increase in net-of-tax price for taxed product; no change in net-of-tax 
price for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 3.3a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 14.80 4.00 3.76 22.55 32 28 -13 5,285

Juices 25.28 0.00 5.06 30.34 0 -3 8 0

Water 13.43 0.00 2.69 16.12 0 -3 8 0

Energy & sports 40.92 4.00 8.98 53.90 14 11 -1 182

Coffee & tea 19.63 4.00 4.73 28.36 25 22 -8 167

Concentrates 5.36 0.00 1.07 6.44 0 -3 8 0

Total 5,634

Weighted 15.33 1.42 3.35 20.10 11 8 0

Taxed -12

Untaxed 8
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Scenario 3.3b: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: over-shifting; 125% tax pass-through (approximate 7% 
increase in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.55
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 3.3b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 15.22 4.00 3.84 23.07 35 31 -14 5,223

Juices 25.28 0.00 5.06 30.34 0 -3 9 0

Water 13.43 0.00 2.69 16.12 0 -3 9 0

Energy & sports 42.10 4.00 9.22 55.32 17 14 -2 180

Coffee & tea 20.20 4.00 4.84 29.04 28 24 -9 165

Concentrates 5.36 0.00 1.07 6.44 0 -3 9 0

Total 5,569

Weighted 15.48 1.40 3.38 20.26 12 9 0

Taxed -13

Untaxed 9

Scenario 4.1: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: no over-/under-shifting 
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 4.1

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 14.23 4.00 3.65 21.87 28 24 -17 4,998

Juices 25.28 0.00 5.06 30.34 0 -3 7 0

Water 13.43 0.00 2.69 16.12 0 -3 7 0

Energy & sports 39.34 4.00 8.67 52.01 10 7 -2 182

Coffee & tea 18.88 4.00 4.58 27.45 21 18 -11 162

Concentrates 5.36 0.00 1.07 6.44 0 -3 7 0

Total 5,342

Weighted 15.13 1.37 3.30 19.80 9 6 -2

Taxed -17

Untaxed 7
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Scenario 4.2a: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: under-shifting; 60% tax pass-through (approximate 11% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 4.2a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 12.66 4.00 3.33 19.99 17 14 -11 5,386
Juices 25.28 0.00 5.06 30.34 0 -3 4 0
Water 13.43 0.00 2.69 16.12 0 -3 4 0
Energy & sports 35.01 4.00 7.80 46.82 -1 -4 5 193
Coffee & tea 16.80 4.00 4.16 24.96 10 7 -5 173
Concentrates 5.36 0.00 1.07 6.44 0 -3 4 0
Total 5,753
Weighted 14.51 1.46 3.20 19.17 6 3 -2
Taxed -10
Untaxed 4

Scenario 4.2b: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: under-shifting; 80% tax pass-through (approximate 5% 
decline in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 4.2b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 13.52 4.00 3.50 21.02 23 20 -14 5,175
Juices 25.28 0.00 5.06 30.34 0 -3 6 0
Water 13.43 0.00 2.69 16.12 0 -3 6 0
Energy & sports 37.37 4.00 8.27 49.65 5 2 1 187
Coffee & tea 17.93 4.00 4.39 26.32 16 13 -8 167
Concentrates 5.36 0.00 1.07 6.44 0 -3 6 0
Total 5,528
Weighted 14.86 1.41 3.25 19.52 8 5 -2
Taxed -14
Untaxed 6
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Scenario 4.3a: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: over-shifting; 112.5% tax pass-through (approximate 
4% increase in net-of-tax price for taxed product; no change in net-of-tax 
price for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 4.3a

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 14.80 4.00 3.76 22.55 32 28 -20 4,858
Juices 25.28 0.00 5.06 30.34 0 -3 8 0
Water 13.43 0.00 2.69 16.12 0 -3 8 0
Energy & sports 40.92 4.00 8.98 53.90 14 11 -4 177
Coffee & tea 19.63 4.00 4.73 28.36 25 22 -14 157
Concentrates 5.36 0.00 1.07 6.44 0 -3 8 0
Total 5,192
Weighted 15.33 1.34 3.33 20.00 11 7 -2
Taxed -19
Untaxed 8

Scenario 4.3b: Uniform specific tax of ₴4/L (excluding water, 
juice and concentrates)

Tax pass-through: over-shifting; 125% tax pass-through (approximate 7% 
increase in net-of-tax price for taxed product; no change in net-of-tax price 
for untaxed product)
Price elasticity: -0.8
Cross-price elasticities: 0.3 
Income elasticity: 0.1

Table 4.3b

Category Net-of-tax Excise VAT Price Price Real price Volume Excise 
revenue

₴/L Percentage ₴ (millions)
Carbonates 15.22 4.00 3.84 23.07 35 31 -21 4,752
Juices 25.28 0.00 5.06 30.34 0 -3 9 0
Water 13.43 0.00 2.69 16.12 0 -3 9 0
Energy & sports 42.10 4.00 9.22 55.32 17 14 -6 174
Coffee & tea 20.20 4.00 4.84 29.04 28 24 -15 154
Concentrates 5.36 0.00 1.07 6.44 0 -3 9 0
Total 5,080
Weighted 15.48 1.31 3.36 20.14 11 8 -3
Taxed -21
Untaxed 9
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Table 11 summarizes the results of the simulation models and includes 
the revenues estimates (in hryvnia and US dollars) as well as the revenue 
as a percentage of total tax revenue and a summary of the changes in 
volumes.2 The results of the simulation model present several important 
outcomes. First, all simulated outcomes indicate a significant excise tax 
revenue envelope from an SSB tax, of between ₴5.1 and ₴7.8 billion in the 
first year. This is equivalent to between 0.1 and 0.2 percentage of GDP and 
between 0.7% and 1.0% of government tax revenue in 2019.3 Given the 
current tax to GDP ratio in Ukraine of 19.1% in 2019, which had fallen from 
20.5% in 2015, this substantial increase in revenue significantly increases 
the scope of government expenditure, particularly on health, which would 
further improve the health benefits of an SSB tax.

This revenue outcome is dependent on a number of factors including the 
price elasticity, the tax pass-through and the exclusions applied. The more 
elastic the demand, the less revenue the tax will raise, all else being held 
constant. For example, with a relatively more inelastic demand of 0.55 in 
scenario 1.1 ₴7.7 billion in excise tax revenue is expected. Scenario 2.1, 
on the other hand, employs all the same parameters, with the exception 
of a more elastic demand of 0.80, and ₴7.3 billion in excise tax revenue is 
expected to be raised. 

The more taxes are under-shifted, the higher the tax revenue would be 
compared to 100% pass-through; whereas the more taxes are over-shifted, 
the lower tax revenue would be compared to 100% pass-through, all else 
being held constant. 

The most significant driver of the tax revenue is what is excluded from the 
tax. Scenarios 1 and 2 only exclude water from the tax, while scenarios 
3 and 4 exclude juice and concentrates in addition to water. This results 
in much larger effects on tax revenue. For example, in scenario 1.1 ₴7.7 
billion in excise tax revenue is expected to be raised when only excluding 
water, while in scenario 3.1 (all other parameters the same) only ₴5.7 
billion is expected. The directional results for the different price elasticities 
and shifting scenarios are consistent in all simulations. Effectively, the 
significant driver of tax revenue is the size of the tax and what it is applied 
to rather than the price elasticity or tax pass-through behaviour of firms.

Second, in all cases, the sales volume of taxed beverages declines and 
the volume of untaxed beverages increases. In all cases when only water 
is excluded from the tax, the percentage increase in volumes of untaxed 
beverages is larger than the percentage decline in taxed beverages; however, 
given the relative sizes of the markets, the increase in untaxed volumes 
does not offset the decline in taxed volumes in absolute terms. When 
juices and concentrates are also excluded from the tax base the opposite 
occurs, where the percentage decline in taxed volumes is larger than the 
percentage increase in taxed volumes. 

As beverages become more elastic (i.e. as the price elasticity is changed 
from -0.55 to -0.80), so the decline in tax volumes gets larger (and the 

2  2020 total tax revenue data is not yet available from the World Bank’s World Development Indicators. 2019 total 
tax revenue is used instead and is ₴764 billion (763,468,500,000).

3  2020 GDP not yet available from World Bank’s World Development Indicators. 2019 GDP is used instead and is 
₴4 trillion (3,974,564,000,000). 
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increase in untaxed volumes gets smaller), all else being held constant. 
For example, in scenario 1.1 (price elasticity of -0.55) taxed volumes only 
decline by 1%, whereas in scenario 2.1 (price elasticity of -0.8 but all other 
parameters the same) the taxed volume declines by 6%. The more taxes are 
under-shifted, the smaller the decline in taxed volumes would be compared 
to 100% pass-through; whereas the more taxes are over-shifted, the larger 
the decline in tax volumes would be compared to 100% pass-through, all 
else being held constant. 

The most significant driver of the changes in volumes is once again what is 
excluded from the tax (the volume and revenue outcomes are structurally 
linked). Scenarios 1 and 2 only exclude water from the tax, while scenarios 
3 and 4 exclude juice and concentrates in addition to water. This results in 
much larger effects on taxed volumes. For example, in scenario 1.1 taxed 
volumes are expected to decline by 1% when only excluding water, while in 
scenario 3.1 (all other parameters the same) taxed volumes are expected to 
decline by 11%. As with revenue, effectively the significant driver of volumes 
is the size of the tax and what it is applied to rather than the price elasticity 
or tax pass-through behaviour of firms. In order to highlight this finding, 
the results from Table 11 are reorganized in Table 12 to show the revenues 
and volumes for the same parameters side-by-side for the two exclusion 
scenarios (water only compared to water, juice and concentrates).

Table 11. Summary of simulation results 

Scenario Excise Exclusions Elasticities Shifting ₴ USD % of tax 
revenue Volume

Pass-
through Millions Taxed Untaxed

1.1 ₴4/L Water -0.55/0.1/0.3 None 100% 7,717 269 1.0% -1% 15%
1.2a ₴4/L Water -0.55/0.1/0.3 Under 60% 7,841 274 1.0% 1% 10%
1.2b ₴4/L Water -0.55/0.1/0.3 Under 80% 7,773 271 1.0% 0% 13%
1.3a ₴4/L Water -0.55/0.1/0.3 Over 112.5% 7,672 268 1.0% -1% 17%
1.3b ₴4/L Water -0.55/0.1/0.3 Over 125% 7,638 267 1.0% -2% 19%
2.1 ₴4/L Water -0.8/0.1/0.3 None 100% 7,294 255 1.0% -6% 11%

2.2a ₴4/L Water -0.8/0.1/0.3 Under 60% 7,626 266 1.0% -6% 11%
2.2b ₴4/L Water -0.8/0.1/0.3 Under 80% 7,445 260 1.0% -4% 14%
2.3a ₴4/L Water -0.8/0.1/0.3 Over 112.5% 7,173 250 0.9% -8% 18%
2.3b ₴4/L Water -0.8/0.1/0.3 Over 125% 7,083 247 0.9% -9% 19%

3.1 ₴4/L Water, juice, 
concentrates -0.55/0.1/0.3 None 100% 5,721 200 0.7% -11% 7%

3.2a ₴4/L Water, juice, 
concentrates -0.55/0.1/0.3 Under 60% 5,961 208 0.8% -7% 3%

3.2b ₴4/L Water, juice, 
concentrates -0.55/0.1/0.3 Under 80% 5,830 203 0.8% -9% 5%

3.3a ₴4/L Water, juice, 
concentrates -0.55/0.1/0.3 Over 112.5% 5,634 197 0.7% -12% 8%

3.3b ₴4/L Water, juice, 
concentrates -0.55/0.1/0.3 Over 125% 5,569 194 0.7% -13% 9%

4.1 ₴4/L Water, juice, 
concentrates -0.8/0.1/0.3 None 100% 5,342 186 0.7% -17% 7%

4.2a ₴4/L Water, juice, 
concentrates -0.8/0.1/0.3 Under 60% 5,753 201 0.8% -10% 4%

4.2b ₴4/L Water, juice, 
concentrates -0.8/0.1/0.3 Under 80% 5,528 193 0.7% -14% 6%

4.3a ₴4/L Water, juice, 
concentrates -0.8/0.1/0.3 Over 112.5% 5,192 181 0.7% -19% 8%

4.3b ₴4/L Water, juice, 
concentrates -0.8/0.1/0.3 Over 125% 5,080 177 0.7% -21% 9%

Note: Elasticities represent price, cross-price and income.
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Table 12. Reorganization of summary of simulation results

Exclusions: water

Scenario Tax revenue Volume

₴ (millions) % of tax revenue Taxed Untaxed

1.1 7,717 1.0% -1% 15%

1.2a 7,841 1.0% 1% 10%

1.2b 7,773 1.0% 0% 13%

1.3a 7,672 1.0% -1% 17%

1.3b 7,638 1.0% -2% 19%

2.1 7,294 1.0% -6% 11%

2.2a 7,626 1.0% -6% 11%

2.2b 7,445 1.0% -4% 14%

2.3a 7,173 0.9% -8% 18%

2.3b 7,083 0.9% -9% 19%

Exclusions: water, juice, concentrates

Scenario Tax revenue Volume

₴ (millions) % of tax revenue Taxed Untaxed

3.1 5,721 0.7% -11% 7%

3.2a 5,961 0.8% -7% 3%

3.2b 5,830 0.8% -9% 5%

3.3a 5,634 0.7% -12% 8%

3.3b 5,569 0.7% -13% 9%

4.1 5,342 0.7% -17% 7%

4.2a 5,753 0.8% -10% 4%

4.2b 5,528 0.7% -14% 6%

4.3a 5,192 0.7% -19% 8%

4.3b 5,080 0.7% -21% 9%
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Conclusion and 
recommendations
This analysis indicates that SSB taxation has enormous potential in Ukraine, 
particularly in its ability to raise revenue while simultaneously reducing the 
volume of consumption of SSBs. Furthermore, as evidenced by tobacco and 
alcohol, Ukraine has significant experience at designing, implementing 
and administering excise taxes on products with negative externalities. 
Specifically, this analysis shows that the implementation of a simple, easy-
to-administer uniform specific tax of ₴4 per litre (equal to approximately 
20% of the price) of SSB could raise between ₴5.1 and ₴7.8 billion per year 
and increase government tax revenue substantially, equivalent to between 
0.7% and 1.0% of government tax revenue in 2019. This would result in a 
reduction in taxed SSB consumption of up to 21%.

While the revenue collections are substantial, they are still dwarfed by the 
excise tax revenue collected from tobacco, which amounted to ₴44.1 billion 
in 2019 (between 6 and 9 times higher than SSB tax revenue estimates) (2). 
This shows that the implementation of an SSB tax would complement the 
existing excise tax platform and is a measured and appropriate fiscal policy.

The simulation results show that the expected outcome is dependent on a 
number of important parameters, particularly the price elasticity of demand, 
the pass-through of the tax and the breadth of the tax (i.e. what products 
the tax is applied to). Importantly, the results are most sensitive to what 
the tax is applied to. Even in the conservative scenario of a more inelastic 
demand, revenue and consumption magnitudes are strong. Furthermore, 
the more the tax is under-shifted, the lower the volume effects will be but 
the higher the revenue effects will be; while the more the tax is over-shifted, 
the larger the volume effects will be but the lower the revenue effects will be. 
However, even in the most extreme modelling scenarios of tax pass-through, 
the goals of the tax are not significantly undermined. Importantly through, 
the scenario shows the importance of ensuring that the tax is broad based 
and applied to all SSBs. Excluding juices would undermine the revenue and 
consumption effects quite substantially. It would be both prudent and best 
practice for Ukraine to ensure that any SSB tax be applied as broadly as 
possible to as many non-alcoholic beverages with free sugars as possible.

While the model was not able to estimate the effects of a nutrient tax or 
a threshold, the experience of alcohol taxation in Ukraine suggests that 
Ukraine would be capable of implementing such a tax. However, it should 
be noted that this would dramatically increase the complexity of the tax 
system, potentially requiring more specific labelling requirements, to 
ensure that the sugar content of all products is known, as well as potentially 
requiring a system to validate sugar content of all products on an ongoing 
basis. Generally, these obligations are placed on manufacturers through 
a regulatory process. Furthermore, such a tax structure would require a 
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greater investment from the tax collection authorities to implement. 

The tax of ₴4 per litre could, however, be calibrated to the sugar content 
of popular products. For example, the typical sugar content of the most 
popular sugar-sweetened carbonates in Ukraine is between 10g and 14g of 
sugar per 100ml (or 100g to 140g per litre). This would equate to between 
₴0.03 and ₴0.04 per gram per 100ml. A nutrient tax on the upper end of this 
would likely ensure revenue and volume estimates of a similar magnitude 
to the model presented here. However, if dramatic reformulation ensues 
as a result of the nutrient tax, such that producers lower the sugar content 
of products to avoid some of the tax, then the actual revenue will be lower 
than estimated but the public health gains even larger. Such an outcome 
should be considered a positive externality of the tax and not viewed in a 
negative light. 

Importantly, further refinement of the model is possible to respond to the 
needs of policy-makers in Ukraine, particularly with regard to tax design 
and magnitude. Furthermore, if and when additional and more granular 
data become available, the model should continue to be updated.

Specific taxes, whether volume- or nutrient-based, should be adjusted 
regularly, likely annually, to ensure that the real value of the tax is not eroded 
by inflation. This can be achieved by indexing the specific tax to the rate of 
inflation. Additionally, to ensure that SSBs do not continue to become more 
affordable over time, the tax should also be adjusted regularly, likely annually, 
by more than the rate of economic growth. This can also be achieved by 
indexing the specific tax to the rate of nominal income or wage growth.

This model has several caveats. First, it does not attempt to estimate the 
health effects of the SSB tax since it is not an epidemiological model. 
Epidemiological models are able to estimate the health effects of the tax 
over time but are also unable to grapple with the idiosyncrasies of tax design, 
which this model is focused on. Second, the model is constrained by data 
availability. As such it is not able to disaggregate the market by pricing tiers 
or categories. Data granularity may be able to increase the precision of the 
model by taking into account greater product heterogeneity. Furthermore, 
for the same reasons, the model is not able to break down carbonates into 
sugar-sweetened and artificially sweetened (diet) carbonates; however, the 
data shown indicate that diet carbonates are a very small proportion of the 
carbonate market in Ukraine, and thus this is not likely to affect revenue 
or volumes estimates significantly. The data do not, however, show any 
breakdown of the juice market sufficiently to be able to disaggregate juices by 
sugar content. While the lack of availability of data does generate challenges, 
it should not dissuade policy-makers in their tax design discussions. 
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