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EXECUTIVE SUMMARY
The UK soft drinks industry makes an important contribution to the UK
economy. The industry encompasses manufacturers and distributers, as well
as those who sell soft drinks to the public in pubs, restaurants, supermarkets
and shops. Across these functions the industry directly supports a £6.4 billion
contribution to UK GDP, equivalent to that of the city of Oxford. It also provides
jobs for 233,000 people. But impact does not end there: the effects of this
activity ripple out through the economy, in total supporting a contribution to
GDP of £11.3 billion and 347,000 jobs.
The government has announced that the industry will face a new ‘sugar
levy’. This new tax is due to be introduced in April 2018, and will be applied to
soft drinks which contain added sugar and have a total sugar content above
certain thresholds. The government is introducing the levy in an effort to tackle
obesity by reducing the consumption of drinks with added sugar, and to
encourage manufacturers to reduce the sugar content of their products.
Just over one-fifth of the soft drinks sold (by volume) could be subject to
the levy. This proportion is significantly higher for certain types of drinks—most
notably energy drinks and those categorised as ‘still and juice’. The levy could
add just under 24 pence per litre to the price of the drinks on which it is
payable.
The levy can be expected to reduce consumption, reducing the volume of
soft drinks sold by 1.6 percent, or 0.4 percent if we assume some
consumers will switch to milk. These results are based on detailed economic
modelling which draws on published estimates of the responsiveness of the
demand for soft drinks to price changes. They also take into account the extent
to which consumers may switch from taxed to untaxed products once the levy
is introduced.
The changes in sales volumes and patterns of consumption equate to a
reduction in the average daily calorie intake of five calories per person.
This apparently small average impact largely reflects that consumers may
switch their consumption towards fruit juices and milk, which do not fall within
the scope of the levy, but nonetheless contain naturally-occurring sugars.
We estimate that the levy could raise £504 million in tax revenue for the
Exchequer. This figure, which is based on 2015 sales values and volumes,
includes £420 million in tax revenue from the levy itself, and an additional £84
million in the form of VAT payable on the levy. It is lower than the government’s
estimate of £520 million of tax revenue from the levy in 2018/19.
However, the soft drinks tax can be expected to result in more than 4,000
job losses across the UK. The impact will be felt across the wider economy,
predominantly within the hospitality industry and amongst smaller retailers. We
also estimate that lower sales will reduce the industry’s GDP contribution by
£132 million. The largest adverse impacts are expected to occur within London
and the South East, which have the largest concentrations of economic activity
associated with the soft drinks industry.
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1. INTRODUCTION
1.1 THE GOVERNMENT’S PROPOSAL
In his budget speech on 16 March, then Chancellor of the Exchequer George
Osbourne announced that the government would introduce a ‘sugar levy’ on
the soft drinks industry. The objective of the levy, as stated in the Budget, is to
help tackle childhood obesity by incentivising companies to reduce the sugar in
the drinks they sell and to reduce consumption of sugar-sweetened beverages
(SSBs). The measure is a levy payable on drinks with added sugar, and with a
total sugar content in excess of certain thresholds. The amount of tax payable
depends on the volume and overall sugar content of soft drinks which
companies either produce or import. It will be introduced in April 2018 to give
companies time to adjust the sugar content of their products to avoid the levy.
The levy will be applied to water-based soft drinks that contain added sugar.
The amount of tax levied per litre will depend on the sugar content of the drink.
The government has proposed two tax bands: one for drinks with more than 5g
of sugar per 100ml and a higher band for drinks which contain more than 8g of
sugar per 100ml.
The Office for Budget Responsibility (OBR) estimates that the price of drinks
subject to the levy will increase by an average of 18 pence or 24 pence per
litre, depending on whether they fall into the lower or higher tax band.
1.2 THE UK SOFT DRINKS INDUSTRY
For the purposes of this report, the UK soft drinks industry is defined to include
soft drinks manufacturers (including their head office functions), and those
selling soft drinks within either the off-trade (retailers) or the on-trade (pubs and
restaurants). Consistent with previous Oxford Economics research for the
BSDA, we only count that proportion of activity within the on- and off- trades
which relates to the sale of soft drinks.1 For example, sales of soft drinks
account for around six percent of total turnover in on-trade related sectors, so
we only count that proportion of the economic activity for the on-trade channel
within our estimates of the soft drinks industry.
On this basis, we estimate that sales of soft drinks through the off-trade directly
supported a £2.3 billion contribution to UK in 2015. The on-trade supported a
further £2.4 billion GDP contribution, while soft drinks manufacturers and
headquarters’ functions supported £1.7 billion of GDP. Together, these three
elements of the soft drinks industry make a similar direct contribution to the
economy as a city the size of Oxford. A total of 233,000 people are directly
employed within the soft drinks industry to generate this GDP contribution.
In addition to the activity supported by the soft drinks industry itself, further
economic activity is generated by the industry’s supply chain purchases, and
through the spending of workers. Once these ‘multiplier’ impacts are included,

1

British Soft Drinks Association, Refreshing the nation; our contribution to the UK economy (London, 2015).
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the UK soft drinks industry is estimated to support a total GDP contribution of
£11.3 billion and 347,000 jobs.
Further details of the ‘economic footprint’ of the UK soft drinks industry are
presented in Section Three of this report.
1.3 PROPORTION OF THE SOFT DRINKS MARKET WHICH COULD BE
AFFECTED BY THE PROPOSED LEVY
To consider how the economic contribution of the soft drinks industry could be
affected by the proposed levy we first need to understand which parts of the
soft drinks market could fall within the scope of the new policy.
To assess this we used the Kantar World Panel dataset that identifies the sugar
content in each soft drink product, and then worked with the BSDA to identify
drinks with added sugar content in excess of the proposed thresholds for the
levy.2 Our analysis suggests that 21 percent of the soft drinks market, by
volume, could be subject to the proposed levy. The chart below shows the
breakdown of this result across different categories of soft drink. This reveals
that the market for bottled water and fruit juice, neither of which contain added
sugar, will be unaffected by the levy. In contrast, energy drinks and drinks
classed as ‘still and juice’ have a relatively high added sugar content: 71
percent and 47 percent of these products respectively will be subject to the
levy.
Fig. 1. Taxable sales volumes by category of drink
Percent of sales
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60%
50%
40%
30%
20%
10%
0%
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Source: Oxford Economics, Kantar World Panel
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Combining the results above with the actual volume of each type of drink sold
in 2015 allows us to estimate that 2.8 billion litres of soft drinks could be subject
to the levy. This is 21 percent of the soft drinks market, by volume, in 2015.

2

The data available relate to the take-home market, but we assume that the sugar content of drinks is the same
for on-trade and off-trade sales.
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The chart below shows the composition of the 2.8 billion litres of drink which
could be subject to the levy. This reveals that just over half of the volume
comprises carbonated soft drinks.
Fig. 2. Volume contribution to the tax base
Percent contribution to tax base

Dilutables
10%
Still & Juice
21%

Sports
1%

Carbonates
51%

2.8 billion
litres

Energy
17%

Source: Kantar World Panel, Canadean, BSDA

A further extension of this analysis is to consider the extent to which the volume
of the soft drinks market subject to the tax will fall within the lower or higher tax
bands. We can again investigate this by analysing the added sugar content of
individual types of soft drink. This suggests that more than 80 percent of the
volume of soft drinks subject to the levy are likely to fall within the higher tax
bracket. Almost all energy drinks subject to the levy will be taxed at the higher
rate. The proportion is also extremely high for sports drinks, although only 14
percent of drinks in this category are expected to be taxed, so the overall
impact on this segment of the market is likely to be less than for energy drinks.
Fig. 3. Contribution of the higher tax band to the tax base, by volume
Percent of tax base
Total market

83%

Dilutables

76%

Still & Juice

80%

Sports

97%

Energy

99%
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79%
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20%

40%
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Source: Kantar World Panel, Canadean, BSDA
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1.4 PURPOSE OF THIS REPORT
The introductory discussion above has highlighted, first, that the soft drinks
industry makes an extremely important contribution to the UK economy and,
second, that around one-fifth of soft drinks sales, by volume, are likely to be
affected by the proposed levy. In light of this, Section Two presents a detailed
analysis of how the market for soft drinks, and consumers of soft drinks, could
be affected by the levy. Within this, we consider potential changes in
consumption patterns, and the possible implications for overall calorie intake.
Section Three builds on this analysis to assess how the economic contribution
of the UK soft drinks industry is likely to be affected by the introduction of the
levy. Taking the national level results from Section Three, Section Four
explores how the economic impact of the levy could vary across regions and
parliamentary constituency areas. Details of the analytical methodologies
employed are set out in Appendix 1.
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DATA SOURCES
The analysis in this paper is based on four main sources of data:
i)

Canadean: volumes by type of soft drink and price of drink per distribution
channel

ii)

Kantar World Panel: sugar content per drink

iii)

Agriculture and Horticulture Dairy Board (AHDB): dairy statistics—milk
volumes and prices

iv)

Previous Oxford Economics research for the BSDA, which informed the
BSDA’s publication “Refreshing the Nation, Our Contribution to the UK Economy”

GLOSSARY
Added sugar: may also be referred to as: cane sugar, honey, brown sugar, corn syrup, high
fructose corn syrup, fructose, sucrose, crystalline sucrose, nectars
Bottled water: still, sparkling and lightly carbonated; natural mineral waters; sprint waters;
bottled drinking waters
Carbonates: ready-to-drink carbonated drinks including sparkling juices, cola, lemonade,
mixers, sparkling flavoured water
Dilutables: squashes, cordials, powders and other concentrates for dilution to taste by
consumers. Volume figures are expressed in ‘ready-to-drink’ (RTD) terms, i.e. after
concentrate products have been diluted, unless stated. We use a ratio of 7.5 to 1 to move from
concentrate to RTD
Energy: traditional glucose based energy drinks; functional or stimulation energy drinks which
claim a particular energy boost from caffeine, guarana, taurine and ginseng or other herbs, or
some combination of these ingredients
Fruit Juice: 100 percent fruit content equivalent, sometimes referred to as pure juice or 100
percent juice. Chilled juice comprises four main types: freshly squeezed juice; not from
concentrate juice; chilled from concentrate (may be from concentrate or part from
concentrate); smoothies. Ambient or long life juices are mainly from concentrate.
Sports: drinks that enhance physical performance before, during or after physical activity.
Sports drinks replace fluids and electrolytes/minerals lost by sweating and supply a boost of
carbohydrate: isotonic (fluid, electrolytes and 6 to 8% carbohydrate), hypotonic (fluids,
electrolytes and a low level of carbohydrate) and hypertonic (high level of carbohydrate)
Still and juice: high-fruit juice, with fruit content of between 25 and 99 percent; juice drinks
including juicy water with between five and 30 percent fruit content; other still drinks with up to
five percent fruit content, including iced tea, still flavoured water and non-fruit drinks
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2. THE IMPACT OF THE LEVY ON
CONSUMERS AND THE MARKET FOR
SOFT DRINKS
2.1 IMPACT ON PRICES
2.1.1 Assumptions
The key determinant of the impact of the soft drinks levy on purchases of soft
drinks will be the extent to which the introduction of the levy leads to changes in
the prices faced by consumers. This, in turn, will be determined by the extent to
which manufacturers and retailers of soft drinks decide to pass on the levy in
the prices they charge. Experience in other countries suggests that companies
do not always simply increase prices by the amount of the levy. In some cases,
the full cost of a tax on soft drinks has not been passed on to consumers,3
while in others retailers or manufacturers have used the introduction of a tax as
an opportunity to increase prices by more than the amount of the tax.4
While it is difficult to be certain about how exactly UK companies may respond
to the levy, we assume in our modelling that 100 percent of the levy is passed
on to consumers. In addition to modelling simplicity, this is consistent with
evidence from France, where the cost of the tax on soft drinks has broadly
been passed on in full.5
A further uncertainty is whether manufacturers and retailers choose to adjust
the prices of diet drinks once the levy is introduced, even though such drinks do
not typically contain sufficient sugar to fall within the scope of the levy. There is
some evidence of this happening in other countries where companies have
sought to keep prices of regular and diet drinks broadly aligned after taxes
have been introduced.6 However, it is so far unclear whether companies in the
UK might take this approach and so we assume that diet drinks do not increase
in price in response to the levy. As such, diet drinks might be expected to
become relatively more attractive to consumers since they will become cheaper
than regular versions of the same drink which are subject to the levy.
Different types of retailer typically charge different prices for soft drinks,
reflecting differences in business model and the service provided. In light of
this, it is possible that the introduction of the levy could have different effects,

3

John Cawley and David Frisvold, "The incidence of taxes on sugar-sweetened beverages: the case of Berkeley,
California", NBER Working Paper Series, 21465 (2015).
4 Jeffrey Grogger, "Soda taxes and the prices of sodas and other drinks: evidence from Mexico", NBER Working
Paper, 21197 (2015).
5 Nicolette Berardi, Patrick Sevestre, Marine Tepaut, Alexandre Vigneron, "The impact of a 'soda tax' on prices:
evidence from micro data", Banque de France working paper, 415 (2012).
6 Jennifer Falbe, Nadia Rojas, Anna H. Grummon, Kristine A. Madsen, "Higher retail prices of sugar-sweetened
beverages 3 months after implementation of an excise tax in Berkeley, California", American Journal of Public
Health, 105 (2015).
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depending on where drinks are sold. We therefore base our results on three
separate models for different types of retailer:




the on-trade (pubs and restaurants)
large off-trade outlets (hypermarkets and supermarkets, including
discount outlets such as Aldi and Lidl)
small off-trade outlets (convenience stores, newsagents, off licenses,
home delivery, etc.)

2.1.2 Estimated price impacts
The table below shows average pre-levy prices for different types of soft drinks
sold through off-trade and on-trade outlets, and how these prices are expected
to change once the levy is introduced. 7 This analysis only includes those soft
drinks with sufficient added sugar content to be subject to the levy at either the
lower or higher rate. The precise impact depends on the relative importance of
lower and higher rate drinks within each category. Nonetheless, the estimated
price increase of 23 pence to 24 pence per litre is fairly consistent across types
of drink and types of retailer. Percentage increases are considerably higher for
drinks sold through the off-trade than for the on-trade, reflecting that pre-levy
prices for drinks sold in shops are much lower than those sold in pubs and
restaurants.
Fig. 4. Impact on price per litre of taxed soft drinks
Pre-levy price

% change in price

Price increase

Offtrade

Ontrade

Offtrade

On-trade

Off-trade

On-trade

Carbonates

£0.88

£2.34

26

10

£0.23

£0.23

Energy

£2.50

£7.60

10

3

£0.24

£0.24

Sports

£1.77

£2.78

13

9

£0.24

£0.24

Still & Juice

£1.15

£4.91

20

5

£0.23

£0.23

Dilutables

£1.76

£9.13

13

2

£0.23

£0.23

Source: Oxford Economics, Canadean
Note: impacts quoted for dilutables reflect the impact per litre of concentrate

2.2 IMPACT ON CONSUMPTION PATTERNS
The discussion above identified that prices of those soft drinks which will be
subject to the levy are likely to increase by 23 to 24 pence per litre, on average.
This section of the report considers how consumers might adjust their
consumption behaviour in response to these price changes.
2.2.1 Determining consumer responses: ‘elasticities’
Our analysis of potential responses to changes in the price of soft drinks relies
on two main concepts:

7

For consistency with the 2015 Oxford Economics study, we present results for the off-trade as a whole, even
though the underlying analysis is based on separate models for large and small retailers.
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‘own-price elasticities’, which indicate the responsiveness of demand
for a product to a change in price of that product; and
‘cross-price elasticities’, which indicate the responsiveness of
demand for a product in response to changes in price of another
product.

In the context of our analysis, cross-price elasticities are particularly important,
since they enable us to understand the extent to which consumers may switch
their consumption to substitute products once the levy is introduced. This could
have important implications for the overall impact on the soft drinks industry.
For example, if consumers simply switch from regular carbonated drinks to diet
versions of the same drinks, the impact on the soft drinks industry may be fairly
limited, but consumers could enjoy health benefits from consuming products
with a lower volume of sugar. On the other hand, if consumers were to switch
from a carbonated drink to milk, there would be a larger adverse impact on the
soft drinks industry (although this might be partially offset by a positive impact
on milk producers). The impact on overall sugar consumption could also be
reduced, given that milk contains naturally-occurring sugar.
For this study we draw on the work of Briggs et al., who estimated own-price
and cross-price elasticities for a number of categories of soft drinks.8 These
estimates are presented in the table below. The own-price elasticities are
shown in red. So, for example, a one percent increase in the price of water
would be expected to lead to a 1.17 percent reduction in demand for water.
Similarly, a one percent increase in the price of diet non-dilutable drinks would
be expected to lead to a 0.9 percent reduction in demand for those products.
Cross-price elasticities are shown in black font. The zeroes in the row for water
indicate that a change in the price of water would not be expected to have any
impact on the demand for other categories of drink. However, positive numbers
indicate that an increase in the price of a particular type of drink would be
expected to lead to increased demand for substitute products. For example, a
one percent increase in the price of diet non-dilutable soft drinks would be
expected to lead to a small increase in demand for products including nondilutable sugar-sweetened beverages (SSBs), dilutable SSBs, juice and milk.
Fig. 5. Own- and cross-price elasticities of demand for soft drinks
Elasticities P\Qd
Water
Diet (non-dilutables)
Diet (dilutables)
SSB (non-dilutables)
SSB (dilutables)
Juice
Milk
Source: Briggs et al (2013)

Water

Diet (nondilutables)

Diet
(dilutables)

SSB (nondilutables)

SSB
(dilutables)

Juice

Milk

-1.17
0.00
0.00
0.00
0.00
0.00
0.00

0.00
-0.90
0.00
0.17
0.00
0.01
0.03

0.00
0.00
-0.98
0.00
0.00
0.01
0.02

0.00
0.06
0.00
-0.81
0.00
0.01
0.03

0.00
0.10
0.00
0.18
-0.92
0.01
0.02

0.00
0.06
0.01
0.13
0.03
-0.97
0.03

0.00
0.07
0.01
0.16
0.03
0.01
-0.98

8

Adam DM Briggs, Oliver T Mytton, Ariane Kehlbacher, Richard Tiffin, Mike Raynor, Peter Scarborough, "Overall
and income specific effect on prevalence of overweight and obesity of 20% sugar sweetened drink tax in the UK:
econometric and comparative risk assessment modelling study", British Medical Journal, 347 (2013).
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Of particular note in the table is that Briggs et al. find that drinkers of nondilutable SSBs are likely to switch to equivalent diet drinks (e.g. from regular
cola to diet cola). The authors did not find any statistically robust evidence that
people switch from SSBs to water when the price of SSBs increases, but they
do appear to switch to SSB dilutables, juices and milk.
Using the values from the Briggs et al. study we can estimate how changes in
the prices of soft drinks that will be subject to the levy are likely to affect
demand for both that product, and other substitute products. To do this we
must identify the elasticities in the table above which most closely align with the
categories of drinks used by the BSDA. To do this we use:






elasticities for non-dilutable SSBs to analyse carbonates, energy
drinks, sports drinks and still and juice drinks which are subject to the
levy;
SSB (dilutable) elasticities for taxed dilutables;
the equivalent diet elasticities for non-taxed items; and
elasticities for water and juice for their respective BSDA categories.

We can then use the elasticities to estimate how the volume and value of sales
of different categories of drink are likely to change, either in response to
changes in their own price (if they are subject to the levy), or in response to the
price of another product for which they are a substitute.9
2.2.2 Impacts on the volume of soft drinks consumed
The chart below shows the estimated impact of the introduction of the levy on
the volume of each category of drink consumed. They include both the impact
of price changes on the sales of each product, and the range of substitution
effects suggested by the elasticities in the previous section. These results
include drinks sold by both off-trade and on-trade retailers.
In total, we estimate that there will be a 0.4 percent reduction in the volume of
soft drinks sold. However, this figure includes sales of milk, which are not part
of the BSDA portfolio. When only those drinks included in the BSDA’s definition
of the soft drinks market are included, the estimated decline in volumes is 1.6
percent. This overall change does, nonetheless, conceal a number of larger
changes as consumers switch away from taxed products and towards those
which will not be subject to the levy, as is the intent of its introduction.
The analysis suggests that the largest reduction in sales will be in the energy
drinks category, where over 70 percent of drinks will be subject to the levy. The
volume of energy drinks sold is predicted to decline by nine percent in

9

In practical terms, we aggregate sales volumes and values for each BSDA category to the broader Briggs et al.
categories and estimate a weighted average of the price increase which results from the levy. This weighted price
increase is then used to estimate new consumption volumes for the Briggs categories, including as a result of
consumers switching to alternative products. The new volumes are then shared out across the more detailed
BSDA categories. The fact that elasticities are only available for the broader categories means that we cannot
estimate substitution within these broader categories. For example, we cannot investigate switching from
carbonates to sport, or from energy to still and juice. Nonetheless, we are able to account for switching from
regular drinks to the equivalent diet version, and importantly into non-taxed fruit juices and milk.
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response to the introduction of the levy. The still and juice category, is expected
to see the second largest reduction in volumes. Once again, this reflects that a
relatively large volume of the drinks sold in this category will be subject to the
tax. The largest category of soft drinks in terms of volume sold is carbonates,
and this is expected to see a two percent reduction in sales volumes.
In other categories, however, sales volumes are estimated to increase as
consumers switch from drinking taxed drinks towards those in non-taxed
categories. This is particularly the case for juice, where volumes are forecast to
increase by three percent, and milk, where volumes are expected to increase
by 3.7 percent. Sports drinks are also expected to see a slight increase in
volumes sold, reflecting that most drinks in this category have a low or zero
sugar content, and so will be unaffected by the tax.
Fig. 6. Impact on volumes sold by drinks category
Percent
6
2

3.7

3.0

4
0.6

0.0

0
-2
-4

-0.7
-2.0

-6

-5.7

-8
-10

-0.4
-1.6

-9.0

-12

Source: Oxford Economics

2.2.3 Impact on sugar consumption and overall calorie intake
To explore the health implications of the estimated changes in the consumption
of soft drinks we can make a high-level of assessment of how average daily
sugar consumption could change. To do this we look at the average sugar
content per 100ml of soft drinks across the tax bands, as shown in the table
below.10

10

Dilutables are considered in terms of per litre of concentrate because the tax will be applied to the sugar
content of concentrate, rather than the diluted form of that concentrate
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Fig. 7. Average grams of sugar content per 100ml of drink
High band
More than 8g per
100ml

Low band
5g - 8g per 100ml

Non-taxable
Less than 5g per
100ml

Carbonates

10.7

6.6

0.5

Energy

11.0

7.4

2.4

Sports

9.4

6.2

3.4

Still & Juice

10.6

6.4

0.9

Dilutables

20.0

6.5

0.8

Juice

8.9

7.4

-

Milk

4.8

Source: Kantar World Panel

Each gram of sugar contains four calories. Applying this to the total volume of
each type of drink consumed before and after the levy is introduced suggests
that daily calorific intake could fall by an average of five calories per person
(including the impact of those who switch to drinking milk).11 This is equivalent
to around 0.2 percent of the recommended daily amount of calories per adult.
This result is very similar to evidence from Mexico, where the introduction of a
tax on soft drinks was estimated to reduce daily intake by an average of six
calories per person.12
2.3 IMPACT ON SALES VOLUMES AND VALUES BY TYPE OF
DISTRIBUTOR
The analysis above discussed the potential changes in the consumption of soft
drinks which could result from the levy. This part of the report assesses how
changes in consumption patterns might affect the volume and value of soft
drinks sold by different types of retailer: on-trade outlets, large off-trade
retailers and small off-trade retailers.
In considering the impact on the value of sales we only consider revenues
which ultimately accrue to businesses. This means that the analysis excludes
that part of soft drinks revenues which comprises the levy itself, and the VAT
associated with sales. The impact on the government’s tax take is discussed in
Section 2.4.
The estimated percentage change in the volume of soft drinks sold, and the
value of soft drinks sales for each of these retailers is shown in the chart below.

11

Based on the total UK population
Emilio Gutierrez, Enrique Seira Arturo Aguilar, "Taxing calories in Mexico (Preliminary draft)", Centro de
Investigación Económica, 15-04 (2015).
12
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Fig. 8. Impact on volumes and sales revenues of soft drinks and milk sold
by distribution channel
Percent
0.0
-0.2
-0.4
-0.3
-0.4
-0.6
-0.6
-0.8
-1.0
-1.2
-1.1
-1.4
-1.4
-1.6
-1.8
-1.8
-2.0
Off-trade(large) Off-trade(small) Off-trade(total)
% change volumes

-0.4
-0.6
-1.0
-1.3

On-trade

Total market

% change in sales revenue

Source: Oxford Economics

Consistent with the analysis in the previous section, the total reduction in the
volume of soft drinks sold, including milk, is 0.4 percent. This equates to a 1.3
percent reduction in the value of sales across all types of retailer. The larger
impact in terms of sales value reflects that products subject to the tax often
have a higher selling price, particularly in the case of energy drinks.
The modelling suggests that the greatest proportionate effect, in terms of both
sales volume and sales revenue, will fall on smaller off-trade retailers. This
reflects that a higher proportion of soft drink sales for this type of retailer
comprises products which have a high volume of added sugar: around 26
percent of current soft drink sales by volume from small off-trade retailers
would be subject to the levy. Sales of these products account for 36 percent of
sales revenue from soft drinks for this type of retailer.
The impact on soft drink sales for larger retailers is estimated to be around 0.3
percent, or about half of the impact estimated for small retailers. This reflects
two main factors. First, a larger proportion of soft drink sales by large retailers
are of products which do not have sufficient sugar content to be subject to the
levy. Second, large retailers benefit more from an anticipated pattern in which
consumers increase their consumption of milk instead.
The impact on the volume of soft drinks sold by the on-trade is virtually as large
as that affecting small retailers. However, the impact on the value of sales is
the lowest across all of the categories.
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2.4 GOVERNMENT REVENUES FROM THE LEVY
Based on the estimated volumes of different types of soft drinks that will be
consumed after the levy is introduced, we calculate that the levy could raise
£420 million in revenue for the government. This is higher than the £276 million
estimated by Briggs et al., though that study was based on data from 2008 to
2010.13 On the other hand, our estimate is lower than the Treasury’s projection
of £520 million in 2018/19, the first full year of the proposed levy. We do not
have access to the Treasury’s assumptions and calculations, but some of the
difference may reflect that the Treasury assumes a degree of sales growth
between 2015 and 2018 (our estimate is based on sales values and volumes in
2015).
In addition to our estimate of £420 million of revenue from the levy itself, our
understanding is that VAT will be payable on the value of the levy, raising a
further £84 million. We believe this VAT is excluded from the Treasury figure,
although it is unclear whether it is included in the Briggs et al. finding.
The contribution to the value of the government revenue of each category of
soft drinks is shown in the chart below. Over half of the revenue from the levy is
expected to result from carbonated drinks, with a further one-fifth from energy
drinks.
Fig. 9. Estimated contribution to levy revenues by category of drink
Percent

Dilutables
2%
Carbonates
55%
Still & Juice
22%

Sports
1%

Energy
20%

Source: Oxford Economics

The report has shown how introducing the soft drinks levy could affect not only
the overall volume and value of soft drink sales, but also the mix of soft drinks
within that total as consumers switch away from products with a high volume of
added sugar, to non-taxed products. Despite this, we estimate that the levy
could raise in excess of £400 million of revenue for the government.

13

Adam DM Briggs, Oliver T Mytton, Ariane Kehlbacher, Richard Tiffin, Mike Raynor, Peter Scarborough,
"Overall and income specific effect on prevalence of overweight and obesity of 20% sugar sweetened drink tax in
the UK: econometric and comparative risk assessment modelling study", British Medical Journal, 347 (2013).
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These changes will also have wider economic impacts for manufacturers and
distributors of soft drinks, and other associated economic activity. Changes in
sales volumes, for example, have an impact on the economic health of those
companies involved in the selling of soft drinks. In Section Three we explore
how the change in sales revenues estimated for each type of retailer could
affect the economic contribution of these sectors, in terms of the value of GDP
and number of jobs they support.
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3. THE ECONOMIC IMPACT OF THE
SOFT DRINKS LEVY
This section of the report explores the potential impact on the UK soft drinks
industry of changes in the volume and value of soft drink sales. We start by
considering the potential impact on the industry’s contribution to GDP, and then
go on to consider the impact on jobs and government tax revenues. The focus
throughout the section is on impacts at the UK level. Impacts across UK
regions are considered in Section Four, and results for parliamentary
constituencies are presented in Appendix 2.

INTRODUCING ECONOMIC IMPACT ANALYSIS
The economic impact of a company or industry is measured using a standard means of
analysis called an economic impact assessment. In this report we model the contribution of the
UK soft drinks industry, defined to include those involved in the sale of soft drinks through the
off-trade and the on-trade, and soft drinks manufacturers (including their head office
functions). The report quantifies the three ‘core’ channels of impact that comprise the
industry’s ‘economic footprint’:




Direct impact: the economic activity supported by the soft drinks industry itself;
Indirect impact: the economic benefit and employment supported in the industry’s
supply chain as a result of the procurement of goods and services; and
Induced impact: the wider economic benefits that arise when employees of the soft
drinks industry and its supply chain spend their earnings, for example in local retail
establishments.

From these channels, the industry’s total UK economic footprint is presented, using three key
metrics:




GDP, or more specifically, the soft drinks industry’s gross value added (GVA)
contribution to GDP;
Employment, measured as the number of people employed; and
Tax, representing the tax receipts paid to the UK Treasury.

The modelling of the industry’s economic footprint represents an update to previous Oxford
Economics research for BSDA.14 The original study presented results for 2013. In this paper
we update these results to 2015, based on growth in the sales of soft drinks over the last two
years. Further details of the modelling approach are presented in Appendix A.

14

British Soft Drinks Association, Refreshing the nation; our contribution to the UK economy (London, 2015).
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3.1 IMPACT ON GDP
3.1.1 Current contribution of the soft drinks industry to UK GDP
Our analysis suggests that the soft drinks industry directly contributed £6.4
billion to UK GDP in 2015. The off-trade and on-trade each represented just
over one-third of this total, while manufacturers contributed just over onequarter of the total. A £6.4 billion contribution to UK GDP is approximately that
made by a city the size of Oxford.
The total economic footprint of the industry extends far beyond this direct
impact, however. The industry supported a further £2.9 billion of GDP through
its supply chain purchases, and £2.0 billion of GDP as workers in the industry
and its supply chain spent their wages.
On this basis, the total economic footprint of the UK soft drinks industry in 2015
is estimated to have been £11.3 billion. This is equivalent to the contribution of
a city the size of Belfast.
One important feature of these results is that the total indirect and induced
impact is less than the sum of the impacts for each of the off-trade, on-trade
and manufacturers. This reflects the need to avoid double counting within the
calculations. For example, in the case of indirect impacts, some of the
economic activity supported by the supply-chain spending of retailers will be
with soft drinks manufacturers, and so will already be captured within the direct
economic impact figure for manufacturers. We report the total indirect impact
for each sub-sector of the industry, but when we sum across the sub-sectors
we adjust to remove the effect of supply-chain activity already captured
elsewhere.
Similarly, in the case of induced impacts, some of workers’ spending will be on
soft drinks in either pubs, restaurants or shops. It will therefore already be
counted in the direct impact of off-trade and on-trade companies. Once again,
we report the full extent of induced economic activity for each sub-sector of the
industry, but when we calculate the total we adjust the figures to remove
activity captured elsewhere.
We also take into account that the proportion of manufacturers’ output which is
exported, and the multiplier impacts associated with that, will be unaffected by
the introduction of the levy.
Fig. 10. Contribution to UK GDP of the soft drinks industry pre-levy, 2015
£m

Off-trade

On-trade

Manufacturers

Total

Direct

2,287

2,394

1,719

6,400

Indirect

1,360

1,242

2,083

2,885

Induced

951

898

732

1,993

4,598

4,534

4,533

11,278

Pre-levy

Total
Source: Oxford Economics
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3.1.2 Impact of the soft drinks levy on the industry’s GDP contribution
To assess the potential impact of the soft drinks levy on the industry’s
contribution to GDP we re-scale the direct GDP contribution of each part of the
industry in proportion to the change in the value of sales estimated in Section
Two. The industry’s multiplier impacts are then re-estimated on the basis of this
new direct contribution. The updated set of results are shown below.
Fig. 11. Estimated contribution to UK GDP of the soft drinks industry
post-levy, 2015
[1]
Off-trade

[2]
On-trade

[3]
Manufacturers

[4]
Manufacturers
(No double counting)

[1]+[2]+[4]
Total

Direct

2,256

2,370

1,700

1,700

6,326

Indirect

1,342

1,230

2,060

279

2,850

£m
Post-levy

Induced

937

889

724

143

1,970

4,535

4,489

4,484

2,122

11,146

Direct

-31

-24

-19

-19

-74

Indirect

-19

-12

-22

-3

-34

Induced

-13

-9

-8

-2

-24

Total

-63

-46

-49

-23

-132

Total
Impact of levy

Source: Oxford Economics

The top half of the table above presents the new economic impact results,
which have been re-scaled to reflect the impact on sales of the introduction of
the levy. The lower half of the table presents the difference between the prelevy and post-levy results. These numbers therefore represent the change in
the industry’s contribution to UK GDP which is estimated to result from the
introduction of the levy.
The analysis suggests that the direct contribution of the soft drinks industry to
UK GDP could decline by £74 million once the levy is introduced, or £132
million including multiplier effects. This is equivalent to a reduction of just over
one percent in the industry’s GDP contribution.
The impact is spread fairly evenly across the three sub-sections, although the
impact is proportionately slightly greater in the case of the off-trade than for the
on-trade. This is consistent with the analysis in Section Two, which highlighted
that the impact on sales values would be slightly higher for off-trade sales.
3.2 IMPACT ON EMPLOYMENT
3.2.1 Current contribution of the UK soft drinks industry to employment
Our analysis suggests that just over 233,000 people were directly employed in
the UK soft drinks industry in 2015. Around 55 percent of these jobs were in the
on-trade, while off-trade retailers accounted for 39 percent of jobs.
Manufacturers accounted for just seven percent of jobs, which is in sharp
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contrast to their 27 percent contribution to the industry’s direct GDP. This
difference reflects that productivity levels are substantially higher within
manufacturing and head office functions, than in amongst the on- and off- trade
sectors.
Fig. 12. Contribution to UK employment of the soft drinks industry prelevy, 2015
Jobs

Off-trade

On-trade

Manufacturers

Total

Direct

90,856

127,123

15,249

233,229

Indirect

26,886

23,956

40,882

56,322

Pre-levy

Induced

27,161

25,729

21,739

56,967

Total

144,903

176,808

77,870

346,518

Source: Oxford Economics

Including multiplier effects, the UK soft drinks industry is estimated to have
supported almost 350,000 jobs in 2015.
3.2.2 Impact of the soft drinks levy on the industry’s employment
contribution
To estimate employment levels after the introduction of the levy, we use the
post-levy GDP contribution estimates in conjunction with productivity estimates
for each sector of the economy.
This suggests that the direct employment contribution of the soft drinks industry
could fall to 231,000, a reduction of almost 2,700 jobs compared to the pre-levy
scenario. Including multiplier impacts, the industry’s employment contribution
after the levy is introduced is estimated to be 342,000, a reduction of 4,000
compared to situation before the levy.
Through further analysis of the impact of the tax on job losses in the off-trade
sector it is possible to obtain an indicative estimate of the impact on direct
employment amongst large and small retailers. This suggests that employment
among small off-trade retailers (e.g. convenience stores) could fall by around
500, equivalent to 40 percent of the total direct job losses in the off-trade
sector. This compares to a 30 percent share of direct jobs among small offtrade retailers in the pre-levy economic footprint, and provides tentative
evidence to suggest that smaller retailers could be affected proportionally more
by the sugar levy than larger retailers.
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Fig. 13. Estimated contribution to UK employment of the soft drinks
industry post-levy, 2015
[1]
Off-trade

[2]
On-trade

[3]
Manufacturers

[4]
Manufacturers
(No double counting)

[1]+[2]+[4]
Total

Direct

89,610

125,847

15,085

15,085

230,542

Indirect

26,517

23,715

40,441

5,421

55,654

Induced

26,788

25,471

21,504

4,033

56,292

Total

142,916

175,033

77,030

24,539

342,487

-1,246

-1,276

-165

-165

-2,687

Indirect

-369

-240

-441

-59

-668

Induced

-373

-258

-235

-44

-675

-1,988

-1,775

-840

-268

-4,030

Jobs
Post-levy

Impact of levy
Direct

Total

Source: Oxford Economics

3.3 IMPACT ON GOVERNMENT TAX REVENUES
A reduction in the amount of economic activity within the UK soft drinks
industry, and as a result of the industry’s multiplier effects, will reduce the
industry’s contribution to the UK Exchequer.
Our modelling suggests that corporation tax receipts could be £3.0 million lower
and income tax receipts could be around £5.2 million lower as a result of the
reduction in activity in the UK soft drinks sector.
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4. REGIONAL IMPACTS
This section of the report explores how the economic impact of the soft drinks
levy could be distributed across the regions of the UK. We consider these
regional impacts in respect of the GDP and employment sustained by the
industry in each region.
4.1 IMPACT ON GDP
4.1.1 Current regional contribution of the soft drinks industry to UK GDP
The soft drinks industry has a strong regional presence throughout the UK,
although the industry’s contribution to GDP is greatest in London. The capital’s
prominent on-trade element, estimated at £1.1 billion, is by far the largest in the
country. Overall, the total (direct, indirect and induced) economic footprint of
London’s soft drinks industry stood is estimated at £2.2 billion, representing
almost one-fifth of the industry’s UK contribution.
Fig. 14. Total regional GDP contribution of the soft drinks industry prelevy, 2015
£m

Off-trade

On-trade

Manufacturers

Total

South East

686

624

296

1,423

London

807

1,056

616

2,220

East

413

346

339

926

South West

360

433

441

1,024

West Midlands

329

389

264

829

East Midlands

298

227

375

682

Yorkshire & The Humber

308

253

563

821

North West

505

434

342

1,096

North East

165

115

128

336

Wales

147

175

240

431

Scotland

412

397

730

1,150

Northern Ireland

169

84

197

340

Pre-levy

Source: Oxford Economics

4.1.2 Impact of the soft drinks levy on the industry’s regional GDP
contribution
The potential impact of the soft drinks levy on the industry’s GDP contribution is
estimated at the regional level using each region’s share of the industry’s
employment, and relative productivity levels. The table below shows the
industry’s estimated GDP contribution at the regional level after the introduction
of the levy has impacted on sales. The upper part of the table shows the
updated post-levy GDP contribution for each region, while the lower part of the
table indicates the change in each region’s GDP contribution which results from
the levy.
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Given the size of the soft drinks sector in London, it is perhaps unsurprising
that the largest reductions in economic activity will be in London, where the ontrade and off-trade elements are estimated to reduce their GDP contribution by
a combined total of £22 million. The South East, the second largest region in
terms of the soft drinks industry, is estimated to experience £17 million
reduction in the industry’s GDP contribution following the introduction of the tax.
Fig. 15. Estimated regional contribution to UK GDP of the soft drinks
industry post-levy, 2015
[1]
Off-trade

[2]
On-trade

[3]
Manufacturers

[4]
Manufacturers
(No double counting)

[1]+[2]+[4]
Total

South East

676

618

293

112

1,406

London

796

1,045

609

354

2,195

East

408

343

335

165

915

South West

356

429

436

227

1,012

West Midlands

324

385

261

110

820

East Midlands

294

225

371

155

674

Yorkshire & The Humber

304

251

557

256

811

North West

498

430

338

156

1,083

North East

163

114

126

55

332

Wales

145

174

238

108

426

Scotland

406

393

722

338

1,137

Northern Ireland

166

83

195

86

335

£m
Post-levy

Impact of levy
South East

-9

-6

-3

-1

-17

London

-11

-11

-7

-4

-26

East

-6

-3

-4

-2

-11

South West

-5

-4

-5

-2

-12

West Midlands

-5

-4

-3

-1

-10

East Midlands

-4

-2

-4

-2

-8

Yorkshire & The Humber

-4

-3

-6

-3

-10

North West

-7

-4

-4

-2

-13

North East

-2

-1

-1

-1

-4

Wales

-2

-2

-3

-1

-5

Scotland

-6

-4

-8

-4

-13

Northern Ireland

-2

-1

-2

-1

-4

Source: Oxford Economics
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4.2 IMPACT ON EMPLOYMENT
4.2.1 Current regional contribution of the UK soft drinks industry to
employment
London and the South East are the most prominent regions in terms of
employment related to the soft drinks industry. In total, the soft drinks industry
in London and the South East is estimated to sustain over 100,000 jobs,
equivalent to more than one-quarter of the total sustained by UK soft drinks
industry. Scotland and Yorkshire and the Humber are shown to have strong
manufacturing employment elements within the soft drinks industry.
Fig. 16. Regional employment contribution of the soft drinks industry prelevy, 2015
Jobs

Off-trade

On-trade

Manufacturers

Total

South East

20,135

24,851

4,401

46,063

London

19,532

30,330

8,623

54,496

East

13,858

14,010

5,807

30,044

South West

12,798

18,195

8,703

34,795

West Midlands

11,819

13,184

4,897

26,322

East Midlands

9,841

10,834

7,227

22,677

Yorkshire & The Humber

11,116

12,068

9,923

25,537

North West

16,246

18,234

6,157

36,396

North East

5,610

6,111

2,284

12,244

Wales

6,405

8,422

4,448

15,839

Scotland

12,313

16,575

11,730

32,068

Northern Ireland

5,230

3,996

3,669

10,037

Pre-levy

Source: Oxford Economics

4.2.2 Impact of the soft drinks levy on the industry’s regional employment
contribution
To estimate the impact of the soft drinks levy on regional employment, we once
again use figures on each region’s share of employment in the relevant sectors.
These estimates suggest that post levy, total employment sustained by the soft
drinks industry is expected to fall across all UK regions. London is likely to
experience the largest fall in soft drinks related employment, with over 300 jobs
lost in the on-trade element alone. Similarly, Scotland’s soft drinks
manufacturing base could lose almost 130 jobs.
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Fig. 17. Estimated regional employment contribution of the soft drinks
industry post-levy, 2015
[1]
Off-trade

[2]
On-trade

[3]
Manufacturers

[4]
Manufacturers
(No double counting)

[1]+[2]+[4]
Total

South East

19,859

24,601

4,353

1,065

45,525

London

19,264

30,025

8,530

4,584

53,874

East

13,668

13,869

5,745

2,153

29,690

South West

12,623

18,012

8,609

3,761

34,396

West Midlands

11,657

13,051

4,844

1,305

26,013

East Midlands

9,706

10,726

7,149

1,981

22,412

Yorkshire & The Humber

10,964

11,947

9,816

2,327

25,237

North West

16,023

18,051

6,090

1,895

35,969

North East

5,533

6,050

2,260

517

12,100

Wales

6,317

8,337

4,400

1,002

15,656

Scotland

12,145

16,409

11,604

3,146

31,699

Northern Ireland

5,158

3,956

3,630

802

9,916

South East

-276

-249

-48

-12

-537

London

-268

-304

-93

-50

-622

East

-190

-141

-63

-23

-354

South West

-176

-183

-94

-41

-399

West Midlands

-162

-132

-53

-14

-309

East Midlands

-135

-109

-78

-22

-265

Yorkshire & The Humber

-152

-121

-107

-25

-299

North West

-223

-183

-66

-21

-427

North East

-77

-61

-25

-6

-144

Wales

-88

-85

-48

-11

-183

Scotland

-169

-166

-127

-34

-370

Northern Ireland

-72

-40

-40

-9

-121

Jobs
Post-levy

Impact of levy

Source: Oxford Economics
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APPENDIX 1: METHODOLOGY
METHODOLOGY
This section describes the approach adopted to estimate the impact of the sugar levy on the
soft drinks sector across the UK.
Overview
Our approach assesses how the levy might affect the price of soft drinks paid by consumers at
the till, how that might in turn influence consumer purchasing behaviours, and subsequently
the impact on the sales of soft drinks (both taxed and non-taxed) through different distribution
channels. Changes in sales revenue due to the introduction of the levy are then separately
modelled to establish the overall effect on the GDP and employment contributions of soft
drinks distributors and manufacturers and their head office functions.
The UK tax model
The UK model is based on Canadean data on the volume and value of sales (at the final point
of sale) for seven categories of soft drinks across eleven types of distribution outlet, and used
to derive the average price for each category of drink sold at each type of outlet. The average
sugar content in each drink category is calculated using information from Kantar World Panel
and used to split each of the seven drinks categories into a further three categories: drinks
liable for the levy at the higher rate; drinks liable at the lower rate; and drinks unaffected by the
levy.
The appropriate levy is added the price of each category of drink sold at each of distribution
outlet based on its sugar content. We assume the levy is passed on in full to the end
consumer, as opposed to being borne by either manufacturers or distributors.
The 21 drinks categories (seven type of drinks by three bands of sugar content) are
aggregated into six broader categories to correspond with the own- and cross-price elasticities
for soft drinks estimated by Briggs et al (2013). To do this we must identify the Briggs
elasticities which most closely align with the categories of drinks used by the BSDA. To do this
we use:





elasticities for non-dilutable SSBs to analyse carbonates, energy drinks, sports drinks
and still and juice drinks which are subject to the levy;
SSB (dilutable) elasticities for taxed dilutables;
the equivalent diet elasticities for non-taxed items; and
elasticities for water and juice for their respective BSDA categories.

The volume, sales value and average price of liquid milk is added using information from
AHDB Dairy. Milk volumes are allocated across the off-trade (large and small) based on each
distributor’s overall sales of soft drinks. Finally, the detailed outlet level information is
aggregated to three broader categories (on-trade, large off-trade large and small off-trade) and
the weighted price impact of the levy on each drink sold across the three distribution outlets
calculated.
The consumption response by consumers to the levy-induced price change is then calculated
based on the Briggs elasticities. The own-price elasticities of demand capture the
responsiveness of demand for each drink to changes in its own price, while the cross-price
elasticities allow us to estimate how demand for a drink is likely to change in response to
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changes in the price of other soft drinks. As such, it provides the basis for estimating the extent
to which consumers may switch between different categories of soft drinks as relative process
change. The fact that the elasticities are only available for the broader categories means that
we cannot estimate switching within these broader categories. For example, we cannot
estimate switching from carbonates to sport, or from energy to still and juice. Nonetheless, we
are able to account for switching form regular drinks to the equivalent diet version.
Note that the estimates by Briggs et al. on switching from soft drinks into alcoholic beverages
were not statistically significant, suggesting that there is no robust evidence that consumers
see alcoholic drinks as substitutes for soft drinks. The authors did not model switching from
drinks to food items on the basis that other authors have suggested that price rises of sugar
sweetened drinks are not associated with significant substitution to food. 15
The new volumes are then shared out across the more detailed BSDA drink categories and by
distribution outlet on the basis of pre-levy shares. Volume impacts are then allocated to the
BSDA categories.
The value of sales is calculated by applying the post-levy price to the new volumes for each
type of drink and outlet. From there we can calculate total post-levy sales values for each type
of distributor, and make adjustments to separate out the value of the levy and the VAT on the
levy which will accrue to the government.
Finally, the new sales values are used to re-scale the estimated GDP contribution of the soft
drinks industry within the economic impact analysis. We also adjust the employment estimates
using productivity data, and estimate the impact on corporation and income tax revenues
based on the relevant effective tax rates.
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