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Treasury Report: Options for regulatory responses to the growing
obesity problem

Executive Summary

This paper explores regulatory responses to the growing obesity problem. Regul
measures to combat obesity have been implemented internationally.and there are often calls

for similar approaches to be implemented in New Zealand in the media and an (’mgg“;1
academics. The statistics on obesity in New Zealand have been rsening(dfe\ }jéihe
voluntary initiatives that have been implemented in rec%i%i o combat the' problem. This
has encouraged us to investigate potential regulatory responses that db plemented

in New Zealand. O L

@\\is\ erweight. Obesity

A third of New Zealand’s population is obese to ;
or health within the next

is expected to overtake tobacco use as the nur
two years. An obese person incurs health %Qo‘sts at lea cent higher than
ncreasingra of obesity, health care
rise. Obesit{igé*kﬁ risk factor for a number of
N\
€, stroke and coronary artery

costs related to obesity are also expe
chronic diseases and has links with di es,
disease. The rising rates of childhood obesity are of
a?{r}s a huge i ur lifestyles and is contributing to
environment, whichfa ilitates and promotes weight gain, has
been named an ‘obesogenic ronment.. If t‘k@,o;besogenic environment is left
unaddressed, obesity ra\tés/“,: d’subseq alth costs, are predicted to rise further.

The environment we live in to

The current appro cﬁ to Coj;ﬁf)at ob es a number of voluntary initiatives, which are

not underpinned by a coordinating gy."Some regulatory and/or mandatory measures
may be required-a addition to th ent initiatives to reverse the rising rates of obesity.
Based on intérnational evide and our engagement with academics in this field, we
consider tha st promisi latory approaches to explore further are a sugar-

%?\éll options require trade-offs and further work would be

1N

sweetened beyerage tax, r cgq)é” of marketing to children and a mandatory front of pack
food labelling system. Ho

needed before making deci

s about implementation.

srobléem and requires multiple initiatives to reverse the current trend.
labour market participation, productivity and quality of life and
therefore cuts across,several government sectors. A cross-government approach may be an
effective way to approach the obesity problem. We consider that an obesity target, perhaps
in the forrnr’o*@n 3dditional BPS target, could help to encourage cross-government
collabora \;gm‘d make this growing problem a priority area for cross-government action. A
target could also be used to focus on the connection between child obesity rates and

poverty.

Note: Pages 3-6 and 9 have been deleted as they are not
relevant to the request
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Some regulatory options show promise

12. The obesity epidemic is a growing problem internationally. There are international
examples of regulatory measures being implemented to combat the problem and
recently there have been calls for such measures to be implemented in New Zealand.
The Treasury Health Team has undertaken an initial review of a range of regulatory
measures that have been implemented internationally and identified in academic

research.

13. The attached report reflects international research and consultation with a n er of
academics and identifies certain regulatory measures as ising options et
obesity. (A~

14. The options that show promise include a sugar-s ned beverage tax, T\egulatlons

on marketing to children and a mandatory interpretiv nt of pack labellihg system.
These regulatory initiatives could work well in.combination with the voluntary measures
already in place. The reasons for suggesting these options as romising areas for
further investigation are summarised in t ing sectiony\\\

} N/ :

sed-in the r w Zealand Medical
/Obesit\ recommends a sugar-

 regulation, fr n\gofg k labelling and licensing of

N\
{
\S

15. Some similar regulatory options are
Association (NZMA) policy briefing,
sweetened beverages tax, marl«&

fast food premises.
n@%rages ax -
D)

16. Sugar-sweetened be s'(8SB) deHx/'/jer\
children, contribute t iet and drry\ﬂj]a risk of obesity, diabetes and other
diseases, as well aspoo ental h S

Fiscal mechanism: Sugar-swee

>~
17. Taxes on SSB have been introduced i

A klﬁ

18. {ax has tﬁm ended goal of changing the price of sugar-sweetened products
and ultimate \k@néi g consumer behaviour. A SSB tax may be a viable option for
New Zeala nciple, but further work would be required initially to ensure that a
SSB tax/is-the’most appropriate and effective policy lever to help reduce obesity rates
and to ne that there is a strong rationale for targeting these products in
particul ough taxation. There would then be policy trade-offs and design issues to
wokk\'{@\o gh before a decision to proceed was made.

19. One concern about a SSB tax is that it may have negative distributional impacts
because the financial implications will be more significant for lower socio-economic
groups. However, this might also have a progressive impact on health outcomes given
that there is a higher incidence of obesity-related disease within lower socio-economic
groups and they generally consume more unhealthy foods.

20. If additional work determined that there was a rationale for introducing a SSB tax,
design and implementation issues would then need to be considered. Further work and
analysis would be required on the level of the tax and inclusion criteria (e.g. powdered
drinks, juices, cordials, sports drinks, energy drinks, RTDs, etc.). There are likely to be
additional compliance costs for business and administration costs for government,
which would also need to be considered.
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21. Some opposition to a SSB tax could be expected from the beverage industry and we
have seen examples of this internationally. This is something to be considered as part
of further work on a SSB tax and this should involve working with and consulting
industry.

22. The attached report also covers other fiscal mechanisms to combat obesity, including a
saturated fat tax and removal of GST from fruit and vegetables. International evidence
has shown these regulatory measures to be less effective and more complex to
implement than a SSB tax.

T2014/1413 : Options for regulatory responses to the growing obesity problem Page 8
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1 Executive Summary

This report assesses the regulatory responses appropriate for New Zealand to employ in

order to address the growing problem of obesity.

In 2013 the New Zealand adult obesity rate was 31 per cer a furtheré% cent
overweight (Ministry of Health, 2013). This rate has increased threefold since” 1977
representing an escalating problem. Obesity has significant-.in pacts pén\health and
productivity costs, with the growing problem having se plications for future economic
growth and sustainability It is important to understan i %\e/(nts in health

Obesity is a complex problem with a numb r-related \ca\ses which are still not

completely understood. The current proble % [ ealan nerélly seen to stem from
an obesogenic environment: an environ it i‘acilitate

The current policy approach to obesity in.New Ze uses on initiatives that aim to
support and encourage individuals- t ﬁad healthi tyles and encourage the food
industry to provide healthier p@t}/ts and infor 5Oh\ R

) -/

e
The purpose of this p %ﬂ investi a‘r\\t\he role and effectiveness of a range of
t

regulatory measures t\ e./govern Id implement in response to the growing
obesity crisis. The optlens/coﬂ&dered
7

\ SUC Qév;arége tax
~
Asaturated fat a>( h

L

. Remov@from fruit and vegetables.

The optlons s on targeting the price and information aspects of the obesogenic
enwronrnent \The tax and GST options have been analysed from a health policy
perspect&é rather than focusing on the precise mechanism (for example, excise tax vs.
sales tax). Each measure has been selected due to international application and substantive
evidence.

From analysis, it is evident that promising areas for further work include a sugar-sweetened
beverage tax, an interpretive front of pack labelling system, and regulation of marketing to
children.

A sugar-sweetened beverage tax would lead to a reduction in the consumption of sugar-
sweetened beverages. According to Briggs et al. (2013) a 20 per cent tax on sugar-
sweetened beverages could reduce consumption by 16 per cent. A UK study found a 20 per
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cent tax on sugar-sweetened beverages in the UK would have a 1.3 per cent reduction in
the prevalence of obesity (Briggs et al., 2013). It would also have a number of health
benefits, with a particular benefit on diabetes rates and dental health. There are concerns
that the tax would have greater financial implications for lower socio-economic groups.
However, some have suggested that this would be progressive in terms of health outcomes
as low socio-economic groups have a higher incidence of obesity. There are a number of
areas for further work, such as the mechanism by which the tax.could be introdu ,and a
number of policy formulation and implementation issues to co &

information about food composition and would therefore behavioural'change among
consumers to reduce consumption of products high-in sugar, fat an It. Evidence shows
there can also be an effect on producers in the g\acégf product<reformulation. The main

drawback of this policy is the impact on produ o8 , strong u’fgiu ush back is to be
expected due to producer losses, product rep on and red eQ\s\aI s of foods; however,
the gains in health impacts are seen to ou e@\ e costs. A Tequiring further work in
this policy is defining the optimal interg ystem of i pack labelling for New

Zealand, such as the ‘Health Star Rati " or ‘Traffic Ligﬁfi@;ysi s. In addition, further work
into the possible implementation is§ \ \
>/

(cgucer would be required.
Finally, placing restrictions @eting to children-is a regulatory measure that would
reduce exposure to advertising :nhealthyjf s, which could ultimately reduce demand
for these products and benefits upon é@ﬁsy ption. An issue of this approach is the
various media that arei\ﬂ@e’jp\\ firms; ions would have to consider an approach to
target a range of advertising’media, likely to be complicated for some. There are
several issues th re\\q\m e’further rna ely policy formulation issues, such as the most
effective way introduce the %l ns. It would be important to avoid unintended
consequenc s those that arese in Britain, where the policy increased children's
exposure ictions were poorly targeted and implemented (elaborated
on p.18)..

on
[ (\“\‘
Interpretive front of pack labelling is a policy that would Iil de-the pop lén\/ﬁ/th greater

) \ ¢~

‘udar-sweef?fm%erage tax appears as a consideration for further work, a
saturated “fat tax ag\n‘o been considered due to a number of significant economic
implications, whi e been seen from the Denmark experience. This is largely attributed
to implement sues. In addition, the effect upon consumption is viewed as ambiguous;
this is main difficulties in specification and administration, the potential for increase
in other fﬁoc{x umption (e.g. salty foods) due to cross price elasticities, and push back
from pov&q?‘fuk/dairy and meat industries.

Another policy that has not been recommended is the removal of GST from fruit and
vegetables. This policy represents a loss of key government income, would compromise
GST efficiency, and has an unclear impact on obesity. Higher intakes of fruit and vegetables
are likely to have a health benefit; however, there are issues regarding efficiency and equity
in using GST to achieve this increase (elaborated in section 5.5.3). Other mechanisms that
could be used to achieve an increase in fruit and vegetable consumption without
compromising the GST efficiency should be investigated.

Note: Pages 3-12 have been deleted
as they are not relevant to the request



20190500 TOIA Binder Doc 2
Page 9 of 15

9 Regulatory measures

5.1 Regulatory options considered

Figure 5 shows a range of measures that could be adopted to address obesity. This paper
focuses on the following regulatory options:

¢ Interpretive front of pack labelling é @E @J&

e Regulation of marketing to children &
e Pricing mechanisms:
Q
o Sugar-sweetened beverage tax@

o Saturated fat tax @

ing restrictions and banning of goods.
voluntary measures (see Figure 5).

RESTRICTIONS FRICE

) MARKETING PLANNING TAX/SUBSIDY  MINIMUM BAN
Policy | VOLUNTARY % LABELLING RESTRICTIONS

Goal Encourage, support Increase information Reduce exposure Change price

outcome individual and *Greater information *Reductionin pester power *Consumer behavioural change
community through *Consumer behavioural change *Consumer behavioural change

— I
Desired *Supporting the | +Productreformulation *Reduction in exposure «Change price of foods

voluntary means

13
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5.2 Criteria for assessing regulatory measures

The following criteria will be used to assess the regulatory options:

The Treasury Living Standards frame
from Figure 4):

The disc
optio

5.3

n

Intk pretive

i

Impact on consumption
Efficiency and cost-effectiveness

Acceptability: Stakeholder support &
Costs

Feasibility

Effects on equity

Positive and negative impacts %

ere appropriate (as seen

Economic Growth @
Sustainability for th

Increasing Equi% %
Social Infr. s %

Reducin

each re
alysis
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5.5.1 Sugar-s \o beverage tax

Rationale

There is evidence that taxes on foods with high sugar content can reduce consumption,
provided that the rate of tax is sufficiently high. Particular interest has been placed in sugar-
sweetened beverages because of their strong association with obesity, diabetes and dental
health.
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Sugar-sweetened beverages deliver little to no nutrition, are heavily marketed to children,
contribute to poor diet, and carry the risk of obesity, diabetes and other diseases (Brownell
& Friedman, 2012). The Global Burden of Disease panel estimates 0.6 per cent of deaths
worldwide per year can be attributed to diets high in sugar-sweetened beverages (Blakely et
al., 2014). By reducing consumption of these beverages through taxation, it is assumed
calorie intake will fall as people will be incentivised to reduce consumption. They may also

substitute these beverages for healthier alternatives, reducing sugar intake.
International application @ /&

D)
Internationally a number of countries have introduce weeteneé{b&eﬁe\ée taxes,
including France, Mexico, Finland and a number of es (Landon &%(aff, 2012). In
2011 Hungary introduced a sugar-sweetened be\@ tax, and from ce has proven

evide
successful in reducing consumption. 7

/N
[ \ \
Analysis of a sugar-sweetened beverag New %}nd/
?‘i\\ \“
Evidence of effectiveness K / &

>

Sugar-sweetened beverage taxes have been associ &Wiﬂ; reductions in consumption.
Evidence from Hungary has reported-consumption lgar-sweetened beverages was
almost halved after the tax im Ra\nted in 201 %{Eqﬂ on & Graff, 2012). Before the tax was
levied Hungary had an av oft drink/m%of 290ml per day, with young people
obtaining 7 per cent of the ergy fro{r{sg}t\‘ inks (Landon & Graff, 2012). Following
the introduction of the té)gfsq ink co tion/in Hungary fell from 117 million litres to 69
million litres in the I?sthqart/er of 20 don & Graff, 2012). A New Zealand modelling
study found a dec e‘a\ée in-consumptit 4 per cent when a 10 per cent tax was applied
to sugar-sweet ft drinks ( al., 2012). In a recent study, Briggs et al. (2013)
found that a 20 t tax on s%éweetened beverages would reduce consumption by
idence fi other international taxes is still yet to be published.

he Bri S\éf I/ (2013) study suggested elasticity for sugar-sweetened

Evidence
beveg;%éjvas between nd -0.81, suggesting they are relatively elastic in nature. For
the lowe ocio-egghgmjfz\‘group elasticity was estimated at -1.03 suggesting the reductions

would be proporti to the increase in price (Briggs et al., 2013). This suggests a high
ith’diet beverages or beverages containing no sugar content.

e as high enough there would be an impact on obesity in New Zealand. A
sugar-sv&e’Qﬁme beverage tax is likely to have impacts on reduced consumption and
reductions on-the rate of obesity. Modelling by Briggs et al. (2013) predicted that a 20 per
cent tax on sugar-sweetened beverages would reduce the prevalence of obesity in the UK
by 1.3 per cent, whilst a study in India by Basu et al. (2014) estimated that a 20 per cent
sugar-sweetened beverage tax would avert 4.2 per cent of the prevalence of obesity in
India. It is unclear if the obesity impacts would be to the same level in New Zealand;
however both represent promising indications in reductions of obesity (Blakely et al., 2014).

In addition to positive obesity outcomes there are reported benefits for diabetes, dental
cavities and a number of health conditions (Brownell & Friedman, 2012). Basu et al. (2014)
found that a 20 per cent sugar-sweetened beverage tax could reduce the incidence of
diabetes by 2.3 per cent from 2014 to 2023 (Blakely et al., 2014).

21
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Financial implications for low socio-economic groups

There are several concerns that a sugar-sweetened beverage tax would have greater
financial implications for lower socio-economic groups. However some have suggested that
this would be progressive in terms of health outcomes as poor people have a higher
incidence of disease, and consume less healthy food (Briggs et al., 2013). Consequently,
the greater absolute reduction in obesity would be assumed to be among poor people who
have a higher prevalence of obesity. &

A

Industry push back U 5
Opposition to a tax is to be expected from the bevera stfy due to the\s/gﬂprofltablllty
of sugar-sweetened beverage consumption and Brownwell &

Frieden, 2009). From international experience
beverage taxes and in many countries industr;

_sugar-sweetened
of money to lobby

Policy formulation issues

In the New Zealand context, an exci Wlé feasible whilst other designs
are likely to be complicated and i cy‘ve. Issues-with a’sugar-sweetened beverage tax
raise a number of issues surrounding artificial gﬁ? %re s’ and the beverages subjected in
the tax. Internationally thereis“conflicting evidence S| rrounding artificial sweeteners, this
would have to be further idered in the policy, design stage, with scope for artificial
OWier et al., 2008). However, it is important to
conS|der the SWItCh from( suga weete eréges to artificially sweetened beverages as
ugh it is not as healthy as a switch to water or

milk beverages.
absorb the pric

leader’ by a num
Summar@

Evid : _suggests tha%éar -sweetened beverage tax would reduce consumption of
sugar-s tened beve\age and caries the prevalence of obesity. It would have a number

health. The be hly likely to be progressive (this has been seen in tobacco taxation),
however th ncerns that the tax would have greater financial implications for lower
socio-econo roups. Some have suggested that this is progressive in terms of health
outcomes, \ah \it'is viewed as correctly targeting the groups with the highest prevalence of
obesity. ﬁ}ete/are a number of areas for further work, such as the mechanism by which the
tax could be introduced, and a number of policy formulation issues to consider.

of health benefit a/bartlcular benefit in reducing diabetes and reducing poor dental
E’é;

5.5.2 Saturated fat tax

Deleted - Not Relevant to Request
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6 Recommendations

6.1 Recommended approach

This paper suggests the most promising areas are:

e Sugar-sweetened beverage tax é E@ @&

e Regulations on marketing to children &
o Interpretive front of pack labelling system
A sugar-sweetened beverage tax has been p au«-o as an @ @ tha
work. This regulatory option has a number of benefi namely%
e A reduction in consumption of su tened b@e , suggested up to 16 per
per ce@
a paﬂ@ efit on reducing diabetes, pre-

e Increased revenue support health promotion activities to
reduce obesity ¢ r

e A number of health benefi
diabetes and a proven

28
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6.2 Areas for further work

6.2.1 Sugar-sweetened beverage ta

A sugar-sweetened beverage tax oal ‘of ‘changing the price of sugar-
sweetened products and ultimately i NE haviour. Further work would be
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