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How & when did it all start 

Tax policy proposals/suggestions come from various sources:

• MoF, govt departments (& agencies), SARS, other divisions/ units
within NT, etc

• taxpayers, general public (i.e. tips for MoF),

• research organisations, institutional reports/recommendations (i.e.
WHO (2015), OECD (2013), etc),

• professional bodies (i.e. SAICA, SAIT, etc),

• TP research on international tax developments,

An SSB tax discussion started early in 2015 in consultation with
Dept of Health & others stakeholders

Globally, there was a focused attention on obesity epidemic and
sugary beverage (and taxation thereof)

Also in the context of the proposed implementation universal
health coverage (i.e. national health insurance) and growth in
preventable lifestyle diseases in SA



Use of fiscal measures to promote health 

Fiscal measures can be used to promote health and prevent

disease (aside from raising revenue)

Globally, fiscal measures are increasingly recognised as

effective complementary tools to help tackle the NCDs & obesity

epidemic at a population level (WHO, 2015)

The main fiscal policy interventions include:

• excise taxes on unhealthy foods (i.e. saturated/trans fats, salt and

sugar - sugary beverages,)

• subsidies on healthy foods (i.e. fruits, vegetables, etc.)

Taxes / levies used to correct for market failures and create

incentives to reduce dietary risk factors:

• influence manufacturers production (i.e. product reformulation),

• Influence consumers purchasing decisions (i.e. changing relative

prices & reduced consumption)



Use of fiscal measures…(2) 

Studies suggest that a 10 to 20% price increase of SSBs may be required

to translate into a meaningful impact on health outcomes

“Sugar, rum, and tobacco, are commodities which are nowhere necessaries of

life, [but] which are ... objects of almost universal consumption, and which are

therefore extremely proper subjects of taxation." (Adam Smith - An Inquiry into

the Nature and Causes of The Wealth of Nations)

There are concerns that the tax will be regressive and cause harm to those

most vulnerable in society

However, obesity itself is a regressive disease that disproportionately

affects those in lower socio-economic groups

Therefore, lower socio economic groups will benefit the most in terms of

positive health gains from an SSB tax (due to price elasticity of demand

within this group):

• The poorer you are, the more likely you will not purchase SSBs after a price

increase (with an SSB tax),

• reducing SSB consumption and in effect, reducing obesity and NCD risk,

• in the long run, achieving better health outcomes



SA history with SSB tax

SA had a tax on soft drinks and mineral water until 2002

It was imposed primarily for revenue reasons

It was phased out after lobby efforts by the industry

The tax was levied on volume or per litre basis and was not

related to any health benefit objectives or externalities



Process followed

The MoF announced the proposed tax on sugary beverages in Feb 2016

A draft policy paper was published for public comment on 08 July 2016

(comment period closing on 22 Aug 2016)

National Treasury received 144 written comments (& petitions)

NT and NDoH hosted a public stakeholder workshop on 11 Nov 2016

Standing Committee on Finance (SCoF) and Portfolio Committee on Health held

public hearings, 31 Jan & 14 Feb, 2017

NT presented the policy and economic impact assessment at Nedlac on 17 Feb

& on 08 June 2017

Revised tax design presented in Budget 2017 & Rates and Monetary Amounts

and Amendment of Revenue Laws Draft Bill

SCoF and Portfolio Committee on Health held public hearings, 31 May & 06 June

2017

NT presented a response document to the SCoF on 21 June 2017

MoF introduced the Rates Bill to National Assembly on 25 October 2017

SCoF adopted the Rates Bill on 07 November 2017

The bill was signed into law on 12 December 2017



Process followed……(2)

Process to impose or increase a tax is always a deeply contested process

Those who will be forced to pay the tax hardly ever agree to do so with
great enthusiasm

Lobbying by interest groups is unavoidable

The beverage industry opposed the tax and employed the following
strategies, amongst others:

• cast doubt over the established scientific evidence linking SBs to obesity

• shifted the focus/blamed physical inactivity

• self regulation (with commitments to govt)

• preferred health education and awareness campaigns

• threats of massive job losses (up to 70 000)

• claiming closure of small businesses (especially Spaza shops)

• Why single out beverages amongst other contributors to obesity

However NT & NDoH received a lot of support from:

• Health profession associations, non-governmental organisation working with
NCDs, World Health Organisations & other international organisations,
academics, ordinary people



New tax design & features

.
Initial Proposal (July 2016) Revised Proposal (Feb’17)  & after further consultations

Scope:

Beverages with added sugar: sucrose, high-

fructose corn syrup (HFCS), or beverages 

sweetened with fruit-juice concentrates

Scope:

A broader World Health Organisation definition will be applied to 

cover both ‘intrinsic’ and added sugars in a sugary beverage 

(i.e. total sugar content)

Tax Base:

Total sugar content of sugary beverages (grams)

Tax Base: 

• Sugar content of sugary beverages (grams)

• Tax-free threshold of 4g/100ml (i.e. almost a teaspoon of 

sugar per 100ml)

Tax Rate:

• R0.0229 (i.e. 2.29 cents) per gram of sugar

• This equates to 20%, based on the most popular 

sugary beverage

Tax Rate:

• R0.021 (i.e. 2.1 cents) per gram of sugar in excess of 

4g/100ml for all other beverages

• This equates to 11%, based on the most popular sugary 

beverage

Exemptions:

• 100 fruit and vegetable juice

• Milk products with no added sugar

Exemptions:

• 100 fruit and vegetable juice

• Milk products with no added sugar

(Inclusion of 100% fruit juice will be considered in future) 

• Sugar content will be calculated on:

- The sugar content as certified on a recognised test report from a testing facility accredited with SANAS or ILAC;

- In the absence of such a valid test report, a deemed sugar content of 20 grams per 100 ml is assumed.

• For powder and liquid concentrates, sugar content will be calculated on the total volume of the prepared beverage.



Tax design features….(example)

 

Rate (c/gram) 2.1 

Threshold (g/100ml) 4 

Coca Cola Sugar 
Content (g/100ml) 

 
10.6 

 

 
 

 

 1 litre 500ml 330ml 

Sugar Content (g) 106.0 53.0 35.0 

Tax Free Threshold (g)  40.0 20.0 13.2 

Taxable 66.0 33.0 21.8 

Tax Due (cents) 138.6 69.3 45.7 



Nedlac consultations 

NT presented the policy and economic impact assessment at Nedlac on 17
Feb & 08 June 2017

NT modelling of the economic impacts suggested that:
• the net impact of a 2.1c/gram tax would result in a decline in carbonated drinks

volumes of between 6 – 8%
• the Gross value added (GVA) could contract by as much as 0.06%, with

potential employment losses between 5 and 7 thousand

Nedlac then established a Task Team comprised of business, labour and
government to engage on the potential job losses and develop a mitigation
plan

From the onset, it was acknowledged that the sugar industry is facing serious
challenges:
• General decline in the industry over the years
 Between 2000 & 2017, industry lost 70k hectares of sugarcane from 430k

hectares. This equates to 25k jobs (Nedlac 2017)

 Also the number of registered sugarcane farmers fell to 22 500 from 50 000 in
the early 2000s (the dti 2018)

• In 2015/16, it experienced severe drought since the early 1980s
• the industry cannot compete effectively in the international sugar market



Nedlac consultations……(2) 

The Nedlac Task Team mitigation plan aims to:

• prevent/ lessen job loss in the value chain

• stabilise industries and employment in the value chain

• create jobs, alternative employment, sustainable livelihood and
entrepreneurial opportunities in the value chain

• smooth the transition and mitigate the negative impact of job loss.

The Task Team identified the following measures, amongst others:

• Trade support (imports tariffs and trade remedies)

• Diversification into bioethanol, cogeneration, bioproducts etc

• Address cost drivers for the industry

• Import substitution for beverage industry inputs

The dti is leading the industry reforms and diversification programme for
the sugar industry

Nedlac Task Team is engaged in the process and monitoring
implementation

Nedlac Task Team is currently assessing the impact of the HPL on the
industry



Implementation of HPL

 The HPL was implemented on 01 April 2018
• originally intended for April 2017 implementation 

• but postponed to June 2017

 Prior to implementation, SARS held workshops with taxpayers regarding:
• licencing and registration requirements, enabling legislation and rules, warehouse 

requirements, administrative procedures

• administration challenge gets address as and when encountered 

 For period 01 April 2018 to 30 March 2019
• Projected revenue R2.5 billion 

• Collected revenue R3.2 billion

 The revenue is not earmarked for any specific expenditure programme however budget 
is allocated to NDoH for health promotion 

 Since the announcement (& implementation) of the HPL, the industry has:
• started reformulating their products 

• increased their portfolios with no/less sugary beverages   

• reduced (increased) the package sizes of normal products (new products)  

 The health outcome of implementing the HPL will  be assessed after some time as other 
measures are also considered to address the growth in NCDs and obesity 



Conclusion

Causes of NCDs and obesity are complex requiring a

comprehensive package of measures

• fiscal measures such as taxes are increasingly recognised as effective

complementary tools to help tackle the NCDs (obesity) epidemic at a

population level

• appropriate regulations and information strategies also important

Other risks factors should also be considered to comprehensively

address the NCDs (NDoH is working on this)

 The work of the dti on industry reforms and diversification is

expected to assist the industry with sustainability and job

preservation & creation

Nedlac Task Team is continuing with its work
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