


  CHAPTER 4: A HEALTH SYSTEM FOR ALL

Problem statement

While governments recognise the importance of good health, investment in preventive health is often 
looked at as a cost rather than an investment. Spending on preventive health in Australia remains low by 
Organisation for Economic Co-operation and Development (OECD) standards ― less than two per cent of 
health expenditure, and around 1.5 per cent in 2018–19 and 2019–20.1 There are several reasons for this, 
including:

• investment in prevention often does not show immediate returns

• short-term political cycles incentivise initiatives that will deliver demonstrable short-term rewards, as 
opposed to long-term benefits

• there are challenges in collating the evidence to determine what preventive measures have the greatest 
efficacy

• there are several piecemeal sources of funding for preventive health across the various levels of 
government, reducing the ability to determine the return on investment

• the loss of the Australian National Preventive Health Agency — an independent agency focused on 
providing evidence-based advice to Commonwealth and state and territory governments on preventive 
health and the effectiveness of interventions — in 20142

• healthcare needs and outcomes are not uniform across the Australian population

• the complexity of social determinants of health

• preventive health programs often consist of a variety of different initiatives, leading to challenges in 
identifying those which are most successful.3

Public health encompasses a broad range of measures that aim to prevent disease, promote health, and 
prolong life. Investing in public health measures such as disease surveillance, vaccination programs, and 
health promotion, can have a significant impact on reducing healthcare costs and improving health 
outcomes. Public health initiatives also aim to address health and social inequalities and ensure that 
everyone has access to healthcare and social determinants of health, regardless of their socioeconomic 
status, Indigenous status, or geographic location. For public health measures to be successful, they must 
encourage the population to take preventive actions to improve their own health outcomes.

Alarmingly, the prevalence of obesity in Australia is expected to increase, with projections suggesting that a 
third of the adult population will be obese by 2025. There is even some evidence to suggest that 
overweight and obesity is set to overtake tobacco as the major cause of preventable death in Australia.4 

The scale of the obesity crisis is not surprising given the significant consumption of unhealthy foods and 
drinks in Australia due to their wide availability and affordability. This is confounded by low levels of 
physical activity and limited population understanding of what is in food and drink products and what 
constitutes a healthy diet.5 

Obesity is a major risk factor for chronic and preventable conditions including type 2 diabetes, heart 
disease, hypertension, stroke, gall bladder disease, osteoarthritis, sleep apnoea and respiratory problems, 
mental health disorders and some cancers (including endometrial, prostate, breast and colon).6 This not 
only diminishes the health and wellbeing of Australians but places a huge financial burden on our health 
system, in particular our public hospitals. In 2021, the AMA estimated that if no action is taken to stem the 
obesity crisis, by 2025 taxpayers will have paid a further $29.5 billion (over four years) for the direct 
healthcare costs of obesity and the associated chronic diseases.7 From a health perspective, it is far better 
to prevent obesity in the first place than try to manage it once established.
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Policy proposals

A tax on sugar-sweetened beverages

This section draws on the AMA research report A tax on sugar-sweetened beverages: Modelled impacts on 
sugar consumption and government revenue with some of the modelling adapted and extended to give 
estimates between 2025–26 and 2028–29. 

Sugar-sweetened beverages are a major contributor to the obesity crisis, with studies showing a strong 
association between consumption of these drinks and obesity.8 Additionally, sugar-sweetened beverages 
have a significant impact on oral health, as regular consumption is associated with dental caries/cavities 
(tooth decay) and erosion.9

Sugar-sweetened beverages contain 8–12 teaspoons (33–50 grams) of sugar in the average 375 millilitre 
can of soft drink.10 Despite the high sugar content and the health risks, Australians are consuming sugar-
sweetened beverages in huge volumes. In 2019–20, Australians consumed on average 70 grams of free 
sugar a day, with more than a quarter (18g) of this coming from sugary drinks.11 The AMA estimates that 
Australians drink 2.2 billion litres of SSBs per year.12 In June of 2024, the House of Representatives through 
the Standing Committee on Health, Aged Care and Sport released a report on the State of Diabetes Mellitus 
in Australia in 2024. The report included Recommendation 4 for a proposal for a sugar tax: 

"the Australian Government implements a levy on sugar-sweetened beverages, such that the price is 
modelled on international best practice and the anticipated improvement of health outcomes. The levy 
should be graduated according to the sugar content“ 13. 

Despite this recommendation, no legislation has been passed by the parliament. 

A tax can deliver both a clear message for consumers that the product is unhealthy, and a tangible 
deterrent in the form of higher prices. An appropriately designed tax can also incentivise manufacturers to 
reduce the sugar content in their products. In 2024, Grattan Institute also  joined the AMA’s calls for a 
sugar tax, advocating for the introduction of a tax on sugary drinks14, joining a growing list of leading public 
health groups. 

Risks and implementation

Tax design

The AMA recommends that the tax be on sugar content, which is a sliding scale where the tax increases as 
the sugar content increases. A sugar content tax is the most logical option, given that harm is caused 
proportionate to the sugar content, not the value or the liquid volume. It is the only option that creates an 
incentive for manufacturers to lower the sugar content of their products, and therefore is the option most 
targeted at reducing sugar consumption.

Sugar-sweetened beverages subject to the tax

The AMA is calling for a tax on selected sugar-sweetened beverages — all non-alcoholic drinks containing 
free sugars, excluding 100 per cent fruit juice, milk-based and cordial drinks (i.e. those that provide no 
nutritional benefit).

Target of tax

The AMA recommends the tax be applied to domestic and international manufacturers of sugar-sweetened 
beverages. The tax should be targeted at the manufacturer in order to incentivise reformulation. An excise 
(and customs) tax is the most logical option to do this.

Scale of tax

It is recommended that the tax be set at $0.50/100g sugar, to reduce consumption, improve health 
outcomes, and lower the financial burden on the healthcare system. This aligns with the World Health 
Organization’s recommendation that a tax on sugar-sweetened beverages would need to raise the retail 
price by at least 20 per cent to have a meaningful health effect.15 Several comparable countries to Australia 
have implemented sugar content taxes, some of which are set at a similar rate to that which is proposed.16 
The tax would raise the price of a 375ml can of coke (which contains 40g sugar) by $0.20.
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Risks and implementation

Australian surveys have consistently shown majority support for a tax on sugar-sweetened beverages.17  Public 
support is even higher if tax revenue is hypothecated to fund initiatives to tackle obesity.18  A nationally 
representative survey undertaken in 2017 found 60 per cent of Australians support a tax on sugary drinks. This 
increased to 77 per cent support if the proceeds were used to fund obesity prevention.19

Risks around the introduction of a sugar-sweetened beverage tax are also limited, as a number of other countries 
have successfully introduced such a tax and been successful in reducing consumption and incentivising 
reformulation of sugar sweetened beverages.

As of July 2022, at least 108 countries have applied national-level excise taxes on at least one type of sugar 
sweetened beverage (SSB), and many jurisdictions, including 8 in the United States (Albany, California; Berkeley, 
California; Oakland, California; San Francisco, California; Seattle, Washington; Boulder, Colorado; Philadelphia, 
Pennsylvania, Washington; District of Columbia); 2 in Canada, 2 in Europe, and 4 in the Pacific Islands. 

Despite several countries implementing SSB taxes for revenue raising reasons, more than 108 countries 
have implemented a sugar sweetened beverage tax.20

There has been confirmed success already in a number of countries, including the United Kingdom (2018), Mexico 
(2014), France (2012), Chile (2014), Catalonia, Spain (2016) and in some United States jurisdictions (Portland 
1991; Cleveland 2003; Berkeley 2015 2024), where robust evaluations have shown a drop in consumption following 
the tax. Furthermore, in the UK, modelling has shown that the amount of sugar consumed by children has 
decreased to almost one teaspoon per day within a year of the sugar levy being introduced in 2018.21

This trend is also reflected in adults’ whereby their sugar intake fell by the equivalent of more than two teaspoons 
per day.22 Further, between 2015 and 2019, the percentage of drinks in supermarkets with sugar content of more 
than 5 g per 100 mL fell from 49 per cent to 15 per cent of available drinks. 18 Moreover, Hungary, showed a 
significant reduction in the rate of change of overweight prevalence following the implementation of the sugar tax, 
and a slowing trend has been observed in Paraguay. Obesity rates have declined in Brazil, Hungary, and Panama, 
and slowing trends have been observed in El Salvador, Honduras, and France. Furthermore, a significant reduction 
in obesity levels has been observed in Panama and Paraguay following the implementation of SSB taxation.23

As such, Australia has multiple examples of successful international examples from which to draw when 
implementing such a tax. 

Impact on obesity and healthcare expenditure

Reduced sugar consumption and improved diet would likely lead to a reduction in the prevalence of obesity and 
substantial healthcare savings. According to previous Australian modelling, a sugar-sweetened beverage tax that 
increases the retail price by 20 per cent would lead to a reduction in the prevalence of obesity of around 2 per cent, 
and healthcare expenditure savings of $609 million to $1.73 billion (over the lifetime of the population modelled).24

Impact on vulnerable groups

A flat tax will inevitably have a greater impact on lower income consumers of the taxed product, as a proportion of 
their expenditure/income. This regressive effect is reduced if there is an untaxed substitute that consumers can 
easily switch to.24 In the case of sugar-sweetened beverages, healthy substitutes such as water are readily available 
and affordable to most people, and consumers can avoid the tax, as well as improving their health, by making this 
change.

Impact on sugar industry

There would be minimal impact on Australia’s sugar industry as around 80 per cent of Australia’s domestic sugar 
production is exported (averaged over the past decade),25 and only 5.3 per cent of total domestic production goes 
towards domestic SSB manufacture.26 The estimated change in sugar-sweetened beverage consumption due to the 
proposed tax is 14 to 25 per cent, which translates to a 0.72 to 1.2 per cent drop in demand for domestic sugar 
production. The domestic sugar market has a much greater level of volatility than this change.27 The impact on the 
sugar industry is therefore anticipated to be minimal and does not appear to warrant a government assistance 
package. Government may wish to consider whether there are any specific small farmers that mainly supply the 
domestic market, who may warrant an assistance package (which could be funded from the tax revenue). The 
sugar industry is in a better position now than it has been in some time. The global benchmark sugar price is 
approximately $USD 0.22 per pound, where it often went as low as $USD 0.10 per pound across the past decade 
and as recently as 2020.28
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The risks of not taking action

There is a strong association between consumption of sugar-sweetened beverages and increased energy 
intake, weight gain and obesity.29  Conversely, reduced consumption of sugar-sweetened beverages is 
significantly associated with weight loss.30  People living with obesity have healthcare costs that are 
approximately 30 per cent greater than their healthy weight peers.31 Many of these healthcare costs are 
borne by the government, with the AMA estimating that if no action is taken to stem the obesity crisis, by 
2025 governments will have footed a further $38.0 billion for the direct healthcare costs of obesity (over 
four years to 2028–29).32

Consumers have been gradually switching to artificially sweetened soft drinks, a continuation of a trend in 
place for some years, reducing sales of sugar sweetened soft drinks. In addition, total sales of soft drinks 
fell, mostly as a result of higher prices and the impact of cost of living for family budgets. This is welcome, 
however there has still been strong sales growth in energy drinks and sports drinks of over 11 per 
cent per year in the 4 years to 2022-23. This suggest younger consumers preferences are adapting to 
new markets but not away from sugar.

Timeframe and costing

Original modelling by the AMA indicates a tax on select sugar-sweetened beverages would reduce sugar 
consumption by 14 per cent in 2025–26, to 25 per cent by 2028–29 and raise annual government revenue 
of $937 million in 2025–26, falling to $884 million in 2028–29. Over four years (2025–26 and 2028–29), 
this would translate to government revenue of $3,642 million. More importantly, it would result in the 
reduction of 2.0 kilograms of sugar per person per year consumed through sugar-sweetened beverages. 
The rate of tax per 100g of sugar is indexed at an assumed 2.5 per cent between 2025–26 and 2028–29.

Consumption of sugar-sweetened beverages would drop the most when the tax is first introduced. An 
assumption in this modelling is that manufacturers would reformulate their products to reduce the impact of 
the tax and to align with an accelerated consumer preference for healthier beverages. These two factors 
cause the revenue raised from the tax to fall over time. The rate of reformulation has been assumed to 
match a similar reduction in sugar per beverage (34 per cent) to what was seen in the United Kingdom 
following introduction of a similar tax, but across a longer timeframe of five years, whereas this occurred in 
the United Kingdom within three years.

In this modelling, the impact of the tax is compared to and built upon a ‘no tax’ scenario. In the no tax 
scenario, growth in sugar-sweetened beverage consumption is estimated by modelling industry volume 
from IBISWorld33 industry projections, and inflation data34 and forecasts.35 Inflation outside the forecast 
period is assumed to average 2.5 per cent. There is also assumed to be a gradual move toward no and low 
sugar beverages at the rate of a one per cent increase in market share of those products each year, in line 
with the aggregate industry trend.33

It is anticipated the government would use the existing Australian Taxation Office (ATO) policies and 
processes responsible for excise and excise equivalent goods to administer the new sugar-sweetened 
beverage tax. It is assumed there would be an initial cost to set up new internal processes — an indicative 
estimate is given of $2 million in set-up cost and $0.5 million per year thereafter for ATO’s ongoing 
compliance duties.

Table 10: Impact of implementing an excise tax on select sugar-sweetened beverages

2025–26 2026–27 2027–28 2028–29 Total

Sugar per person from SSBs 

(kg/person)
6.8 6.4 6.1 5.8

Excise rate per 100g sugar ($) 0.50 0.51 0.52 0.53

SSB revenue ($m) 937 919 902 884 3642

Estimated cost of administration to 

Australian Taxation Office ($m)
2.00 0.50 0.50 0.50 3.50

Total revenue to government 

($m)
935 918 901 883 3,638
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 of 33% of the population by 2025 being in the obese weight range. The Australian Institute
 of Health and Welfare’s Health Cost index was used to convert 2004-05 costs into 2025-26
 dollars: Table 39a: Total health price index and industry-wide indexes, 2012–13 to 2022–23 (reference 
year 2022–23 = 100). Retrieved 02/02/2021 from: https://www.aihw.gov.au/reports/health-welfare-
expenditure/health-expenditure-australia-2022-23/data . The calculation was: cost
 in year T = adults in Australian population at time T * share of the adult population at time T that
 is obese * direct cost per obese person at time T (indexed from 2004-05).
33 This is a conservative assumption based on reported market trends in IBISWorld (2023). Soft Drink 
Manufacturing in Australia.
34 Reserve Bank of Australia (2024). Statement on Monetary Policy: Economic Outlook November 2023. 
Retrieved 5/12/2024 from: https://www.rba.gov.au/publications/smp/2024/nov/outlook.html
35 Australian Bureau of Statistics (2023). Consumer Price Index, Australia: Series A3604418F - Non-alcoholic 
beverages. September Quarter 2024. Retrieved 5/12/2024 from: 
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-
australia/latest-release
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