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I.

About the Centre for Science in the Public Interest

The Centre for Science in the Public Interest (CSPI) is a non-profit consumer health
advocacy organization specializing in nutrition issues with offices in Ottawa and Washington,
D.C. Our Ottawa health advocacy is funded by over 100,000 subscriptions to the Canadian
edition of our monthly Nutrition Action Healthletter. CSPI does not accept funding from
industry or government and Nutrition Action does not carry advertisements.

II.

The Toll of Diet-Related Disease

Diet-related disease is an urgent public health problem in this country. For instance, the dietrelated cases of cardiovascular disease, diabetes and certain forms of cancer cost the Canadian
economy $6.6 billion annually due to health care costs and lost productivity.1 Diet-related risk factors
for disease shorten the average Canadian’s healthy life expectancy by nearly 5 years, 2 and prematurely
end the lives of an estimated 25,000 Canadians every year,3 to say nothing of the pain and suffering for
victims and their families.
If unchecked, rising obesity rates and ageing baby boomers are likely to further increase
those avoidable costs to our healthcare system, gradually fetter access by seniors to diagnostic
and treatment services, exacerbate waiting times for care, and strain our children’s and
grandchildren’s capacity to finance public healthcare.

III. The Need, at least, to Address Diet-related Disease is Well-Recognized
The need to better address preventable chronic non-communicable diseases (such as heart
disease, diabetes, certain forms of cancer, osteoporosis, and obesity) has been acknowledged in three
consecutive Speeches from the Throne,4 the communiqué of the September 2004 first ministers’
conference on healthcare,5 and four consecutive communiqués of annual meetings of the
federal/provincial/territorial ministers of health,6 and the “Integrated Pan-Canadian Healthy Living
Strategy” adopted by federal, provincial and territorial ministers of health (of all political stripes) in
October 2005.7

IV. Expert Support for CSPI’s Main Fiscal Recommendation
Our main fiscal recommendation, sales tax reform respecting food, is echoed in expert reports
published by federal, provincial, territorial ministers of health,8 the Canadian Population Health
Initiative of the Canadian Institute for Health Information,9 the World Health Organization,10 the
World Health Assembly,11 the Chief Medical Officer of Health for Ontario,12 an editorial in the Journal
of the Canadian Public Health Association,13 an advocacy statement of the BC Healthy Living
Alliance,14 a report jointly commissioned by the BC Cancer Agency and the Canadian Cancer Society
(BC/Yukon),15 the Select Standing Committee on Finance of the BC Legislature,16 and two reports of
the US Institute of Medicine.17
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V. Recommendations
We have three specific recommendations that are directly relevant to the federal budget,
namely: reforming the taxation of food, and the deductibility of corporate food advertising
expenditures from taxable income, and the funding for preventative nutrition counselling and lactation
consulting services under Medicare.18 However, in this submission, we will focus on reform of the
rules governing GST on food.
Recommendation: Shifting sales taxes from healthful to unhealthful foods
(a) GST in context
All OECD countries collect significant amounts of revenue from so-called Value Added Taxes,
Goods and Services Taxes, and other general sales taxes. Canadian federal and provincial
governments collect, together, approximately 15.3% of all tax revenues from general consumption
taxes, which is significantly lower than the OECD average of 18.7%, roughly the same as the average
among G7 countries (i.e., 15.1%, excluding Russia for which figures are not available), and lower than
the 17.8% of Canadian public revenues such taxes comprised in 1965.19
Most, if not all, OECD countries exempt (technically, zero-rate) or apply a lower rate of tax to
broad categories of food, though most do not appear to distinguish between foods necessary for
promoting health and foods that may play a role in impairing health. France, for instance, applies a
lower rate of tax to food generally (5.5%), but it does apply a 20.6% tax on sweets, chocolate,
margarine, and vegetable fat.20

(b) Not a new food tax; just a smarter, fairer, more productive old tax
It is wrong to characterise health-promoting food tax reform as a tax grab. For instance, our
recommendations are very nearly revenue neutral – because they involve both taxing and tax relief
depending on the nutrient profiles of the respective foods. And, we could support well-designed
reforms that are actually net tax reductions. In fact, currently, a little over one third of all food
expenditures by Canadians are subject to GST, drawing at least $2.1 billion in federal tax revenue.21
Section 165 of the Excise Tax Act and the definition of “basic groceries” in sections 1 and 2 of
Part III of Schedule VI to the Act appear to partly acknowledge the importance of nutrition by
imposing taxes on candy [subsection 1(e)], soft drinks [ss. 1(c) and (d)], and snack food [ss. 1(f)].
Regrettably, however, the Act promotes unhealthy diets by imposing GST on healthful food choices
such as low-fat milk, and vegetable dishes when sold in restaurants [ss. 1(o)], as well as club soda [ss.
1(c)], salads [ss. 1(o.1)], vegetable and fruit trays [ss. 1(o.3)], and small bottles of water [s. 2] when
sold in retail stores. Meanwhile, many unhealthful foods are tax-free, such as sugary breakfast cereal
[ss. 1(h)], trans-fat-laden shortening [s. 1 generally], high-fat cheese [s. 165], coffee cream [1(d)],
caviar and chicken wings [s. 165 generally] when sold in retail stores.
The Federal Government should seriously consider whether economic disincentives to choose
healthy foods and tax relief on health–eroding foods comport with this (or any) government’s
commitment to reduce the burden of chronic disease.
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(c) Price elasticities of food and foreseeable prevention of premature death
British epidemiologist, Tom Marshall, used econometric modelling to estimate the effect of
applying the 17.5% UK Value Added Tax (VAT) to six categories of foods which supply 44% of total
saturated fat in the British diet, namely: whole milk, cheese, butter, biscuits, buns, cakes, pastries,
puddings and ice-cream.22 He concluded that the price differential for these few categories of food
would lead to a reduction in the average percent of calories from saturated fat by 0.67 percentage
points, a decline in incidence of ischemic heart disease by 1.8% to 2.6%, and, most importantly, the
avoidance of between 1,800 and 2,500 deaths per year in the United Kingdom.23
Furthermore, researchers examining conditions in the United States,24 Denmark25 Tanzania,26
China,27 and Norway2829 have lent credence to the potential of tax price incentives as a mechanism for
helping to achieve population-level dietary change and the associated health benefits.
Even researchers who forecast dim prospects for the effectiveness of such a tax (for instance
Chouinard, et al., and Kuchlet, et al.30) predicted similar effects on dietary fat intake, but failed to
appreciate the huge number of lives that could be saved by such dietary changes. This potential is
certainly in accord with the Canadian experience with the effects of tobacco taxes.31 And others noted
the benefit of using tiny, even imperceptible, taxes on junk food to generate revenue that could be
deployed to finance public nutrition education or physical activity programs.32 In either case, welldesigned tax incentives would help internalize the costs of consuming nutrient-poor foods.
Moreover, the effects of adding GST to nutrient-poor foods could be amplified by requiring
manufacturers of taxable foods to indicate on the label that the product is “Subject to GST” thereby
sending an information signal as well as a price signal to consumers. The resulting influences on
demand would also act as an incentive for manufacturers to reformulate foods to improve their
nutritional profiles by, for instance, using less added sugar and salt, and more whole grains, low-fat
dairy, fruits and vegetables, or replacing saturated fats with unsaturated fats.

(d) Regressive effects
While reforming GST rules related to food could be revenue neutral or very nearly so, there
may be some small regressive effects on low income Canadians. The average Canadian individual
now spends about $65 per year33 paying GST on food purchases. However, the current mechanism
used to off-set the regressive effects of GST, namely the “GST Credit,” currently reimburses $347 to
the average single individual earning $20,000 per year, and $694 to a family of four with the same
income.34 These rebates for low income Canadians could certainly be increased by a few dollars per
person to offset any further regressive effects of GST reform.
Recommendation: The Minister of Finance in consultation with the Minister of Health should amend
the federal Excise Tax Act to remove financial incentives to consume unhealthful foods, and
disincentives to consume healthful foods35 to ensure that GST rules reflect and reinforce health
promotion objectives of the Federal Government, not undermine them.36 The Minister of Finance
should revise the formula for the GST/HST credit to, if necessary, compensate low income Canadians
for any regressive effects of the reforms.
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VI. Embracing the consequences of political leadership
Not all foods are equal form a nutritional standpoint. Some contribute to our health and wellbeing, others contribute to early onset of disease. Foods are currently taxed with little regard to these
distinctions, and the lack of sensitivity to nutrition of that tax differential is very likely helping to
cause, rather than prevent, chronic disease in Canada.
Shifting the focus of GST rules for food will be, sometimes, politically rewarding (e.g.,
removing tax from bottled water), sometimes resisted by some parts of industry though popular among
Canadians (e.g., removing the tax from vegetable dishes sold at restaurants), and other times
controversial (e.g., deciding whether all red meat or just high fat red meat should be taxable). But the
lives of Canadians that can be spared and the economic benefits of a healthier society demand that the
Ministers of Finance and Health face those controversies head-on (and accept those political rewards)
because the potential public health costs of avoiding the controversy are far too great. For instance, in
a report co-published last year by the Public Health Agency of Canada and the World Health
Organization it was “conservatively” estimated that the Canadian national income lost due to heart
disease, stroke and diabetes will rise from $0.5 billion in 2005 to $1.5 billion by 2015, for an
accumulated total of $8.5 billion over the next decade (measured in constant 1998 international
dollars).37
As Stanford law professor Jeff Strnad put it in a treatise presented at a Harvard tax policy
conference:
“Implementing food taxes may not be easy and there are considerable political minefields that
may make taxation impossible or result in a very distorted tax of dubious value from a public
policy perspective. Nonetheless the insurance-based rationale [i.e., the foreseeable effect on
health outcomes] is very powerful, and it is possible to overestimate the political and
implementation difficulties in light of potential gains.”38 [parenthetical note added]
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See: Diane Gorman, Assistant Deputy Minister of Health, Speech at the stakeholder meeting on the review of Canada’s
Food Guide to Healthy Eating in Ottawa, (January 20, 2004), 3 at http://www.hc-sc.gc.ca/fn-an/alt_formats/hpfbdgpsa/pdf/food-guide-aliment/pres_speech_adm-pres_contexte_sma_e.pdf estimating the annual cost of diet-related
disease (health care costs plus productivity losses) to be approximately $6.6 billion.
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In World Health Organization, World Health Report 2002, (Geneva: WHO, October 2002) the WHO estimated that
average healthy life expectancy can be increased by nearly 5 years in countries like Canada by adequately addressing dietrelated factors: blood cholesterol, blood pressure, overweight, low fruit and vegetable intake, and childhood and maternal
malnutrition. Table 4 in the annex of the 2002 World Health Report shows that, in Canada, the loss in healthy life
expectancy (due to all risk factors) at birth is approximately 9.4 years (averaged for men and women). See:
http://www.who.int/whr/2002/en/whr2002_annex4.pdf and Table 10 shows that, in developed countries, 49.7% of losses
in all-risk-attributable Disability-Adjusted Life Years (DALYs) were lost due to "childhood and maternal undernutrition"
plus "other diet-related risks and physical inactivity". See: http://www.who.int/whr/2002/en/whr2002_annex9_10.pdf So,
49.7% of 9.4 years is roughly 4.7 years.

3

The Centre for Science in the Public Interest estimated the death toll by extrapolating from estimates for annual deaths
due to inactivity-related disease. Katzmarzyk, et al. “conservatively” estimated both the number of annual deaths and the
health care costs attributable to physical inactivity: 21,340 deaths and $2.1 billion annually. See: Katzmarzyk PT, et al. The
Economic Burden of Physical Inactivity in Canada. Canadian Medical Association Journal 2000;163(11): 1435-40 at 1438.
We are not aware of any published estimates of the annual number of deaths attributable to diet-related disease in Canada,
however, based on Health Canada estimates of the economic burden of diet-related disease, we estimate it to be roughly
25,400 deaths per year.
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http://www.pm.gc.ca/grfx/docs/sft_e.pdf); to open the 3rd session of the 37th Parliament on February 2, 2004 at 7 (see:
http://www.pm.gc.ca/grfx/docs/sft_fe2004_e.pdf ); and to open the second session of the 37th Parliament on September 30 ,
2002 at 4 (see: http://dsp-psd.pwgsc.gc.ca/Collection/SO1-1-2002E.pdf ).
5

“A 10-year Plan to Strengthen Health Care” news release issued by the first ministers on September 16, 2004 in Ottawa
(see section on “Prevention, Promotion and Public Health”). The communiqué is available on the Prime Minister’s website at: http://www.pm.gc.ca/eng/news.asp?category=1&id=260 See also: CSPI’s “Open Letter” to Prime Minister Paul
Maritn and the provincial premiers regarding the first ministers conference on health, dated November 5, 2004; and CSPI's
"Proposal for an Effective Integrated Pan-Canadian Healthy Living Strategy" available at
http://cspinet.org/canada/pdf/PanCdn_EffectiveStrat.pdf
6
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Living Strategy in Banff on September 15, 2002 (see their news release: http://www.hcsc.gc.ca/english/media/releases/2002/2002_58.htm). That commitment was reaffirmed by the ministers in Halifax on
September 3, 2003 (see their news release: http://www.hc-sc.gc.ca/english/media/releases/2003/2003_67.htm), and again in
Vancouver on October 17, 2004 (see: http://www.hc-sc.gc.ca/english/media/releases/2004/2004_52.htm).
7

See the Strategy prepared by the Secretariat for the Intersectoral Healthy Living Network in partnership with the F/P/T
Healthy Living Task Group and the F/P/T Advisory Committee on Population Health and Health Security (ACPHHS)
available at http://www.phac-aspc.gc.ca/hl-vs-strat/pdf/hls_e.pdf
8

See the Integrated Pan-Canadian Health Living Strategy prepared by the Secretariat for the Intersectoral Healthy Living
Network in partnership with the F/P/T Healthy Living Task Group and the F/P/T Advisory Committee on Population
Health and Health Security (ACPHHS)
available at http://www.phac-aspc.gc.ca/hl-vs-strat/pdf/hls_e.pdf at 39 which recommends the Federal Government:
“Undertake feasibility study on fiscal measures to encourage healthy living (i.e. tax credits/penalties, subsidies,
price supports, etc.)”
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Technical Report 916, (Geneva: World Health Organization, 2003) available at:
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Resolution 57.17 of the 57th session of the World Health Assembly passed on May 22, 2004 adopting the “Global
Strategy on Diet, Physical Activity and Health.” Article 47 states, in part:
“Fiscal policies. Prices influence consumption choices. Public policies can influence prices through taxation,
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facilities. Evaluation of such measures should include the risk of unintentional effects on vulnerable populations.”
Available at: http://www.who.int/gb/ebwha/pdf_files/WHA57/A57_R17-en.pdf.
12

Dr. Sheela Basrur, Chief Medical Officer of Health for Ontario, 2004 Report Of The CMOH: Healthy Weights, Healthy
Lives, (Toronto: CMOH, 2004) at 49 which recommends, in part:
“investigating the potential impact of food pricing options on consumption patterns, especially for communities
where healthy foods, such as fruits and vegetables, are particularly expensive.”
Available at:
http://www.health.gov.on.ca/english/public/pub/ministry_reports/cmoh04_report/healthy_weights_112404.pdf

13

Irene Strychar, E.D., P.D., “Fighting Obesity: A Call to Arms” (2004) 95 Canadian Journal of Public Health 12-14 which
recommends:
“Providing tax incentives to industry for a) modifying food products that are healthier choices and b) advertising
healthy choices.”

14

BC Healthy Living Alliance, “Regulatory and Economic Interventions” which recommendations include:
“Consider a focused trial of taxation measures for specific unhealthy foods”
Available at: http://www.bchealthyliving.ca/advocacy.php?view=all

15

H. Krueger and Assoc., Risk Factor Interventions: An Overview of Their Effectiveness, (Vancouver: CCS & BC Cancer
Agency, February 2005) which concluded at 183:
“The most promising interventions to pursue in an initial obesity control campaign include:
• Increased use of financial levers such as positioning healthy food to be the “low price” choice in the
marketplace.”

16

See the discussion at pp. 62-3 in: The Select Standing Committee on Health, The Path to Health and Wellness (Victoria:
Legislative Assembly of BC, 2004) at 62-3. Recommendation 29 states:
“The Committee recommends that both the provincial and federal government examine modernizing the tax
structure and amend tax policies, including establishing tax credits, to ensure tax policies are fair and equitable,
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17
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“ The committee suggests that research into the effects of taxation and pricing strategies be considered a priority to
help shed light on the potential outcomes of more broadly applying taxation as a public health strategy for
promoting improved dietary behaviors, more physical activity, and reduced sedentary behaviors.”
J. Michael McGinnis et al. eds., (in press, 2006) "Food Marketing to Children and Youth: Threat or Opportunity?
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• Government should explore combining the full range of possible approaches (e.g., agricultural subsidies, taxes,
legislation, regulation, federal nutrition programs) for making fresh fruits and vegetables readily available and
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R.S.C. 1985, c. 1 (5th supp.) to:
• permit companies to deduct from taxable income 300% of expenses incurred to advertise nutritious foods such as lowfat milk, fruits and vegetables, and whole grain cereals;
• limit to 50% of advertising expenses incurred the permissible deduction from taxable income for the promotion of
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19
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21

This is a rough estimate calculated by applying the definition of basic groceries in the Excise Tax Act to broad categories
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