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The use of taxation to improve public health has been successful in tackling 
tobacco and alcohol, with positive and direct effect on health outcomes. 
However, the taxation of other unhealthy behaviours and activities negatively 
affecting health (e.g. the increased use of cars) has not yet been explored 
for the promotion of public health and societal well-being, in particular for 
reducing premature mortality from non-communicable diseases (NCDs), 
which account for 70% of global deaths. Taxation can be expanded to 
unhealthy behaviours and activities affecting individuals’ health and well-
being, in the pursuit of public health goals. For unhealthy behaviours and 
some other activities, taxation might be defined at local levels of government, 
as a way to tackle local health problems. Local governments should be 
actively collaborating with other levels of government (e.g. federal level), 
to identify taxation-based solutions for health problems that directly affect 
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their jurisdiction. We use the examples of air pollution, land use, gambling 
and farming practices to illustrate the challenges facing local authorities, and 
opportunities to deal with them through taxation and health promotion, 
particularly in tackling NCDs.

	7.1.   �Introduction
Unhealthy behaviours are major factors behind the rise in non-communicable 
diseases (NCDs), an annual killer of 40 million people of all ages accounting 
for 70% of all global deaths, in 2016.1–3 Pushed by increased industrialisation 
and urbanisation, the consumption of highly processed food and beverages, 
harmful use of tobacco and alcohol and physical inactivity have led to 
detrimental consequences to the health of individuals around the world, 
with an increasing shift of the burden of NCDs from high-income countries 
(HICs) to low- and middle-income countries (LMICs).4–6

The economic development brought by industrialisation and 
urbanisation has contributed to harmful living conditions and unhealthy 
behaviours, exacerbating the risk of diseases. Living conditions and 
unhealthy behaviours in urban areas are characterised by heavy traffic, 
physical inactivity, air pollution, housing insecurity and poverty. These 
conditions lead to premature death, disability and reduced productivity from 
NCDs, with the urban poor experiencing worse health outcomes compared 
to their rural counterparts.7–9 The situation tends to deteriorate as the world’s 
population in urban areas increases. Currently, more than 55% of the world’s 
inhabitants live in urban centres, and by 2050 the proportion is expected to 
grow to 68%, with Asia and Africa seeing a rise of almost 90%.10

Outside urban centres, the prevalence of NCDs is rapidly increasing, 
driven by physical inactivity and poor diet.9,11 Obesity, for example, is 
growing faster in rural areas than in cities, although important differences 
between countries’ income levels are observed: rural populations in HICs, 
mainly women, are more obese than those in cities because of the indirect 
effect of their lower-income and education levels, and the direct effects of 
limited availability and higher price of healthy foods, and less leisure and 
sports facilities; in LMICs, the mechanisation of labour and increased use 
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of cars reduce physical activity, in addition to an increased spending on 
low-quality, fat-rich food.12

While the use of taxation to improve public health has been successful 
in tackling unhealthy foods, tobacco and alcohol, with a positive and direct 
effect on health outcomes,6,13 the taxation of unhealthy behaviours and 
activities negatively affecting health (e.g. replacing subsidies with taxation 
for the increased use of cars and their production and disposal) has not yet 
been explored for the promotion of public health and societal well-being, in 
particular for reducing premature mortality from NCDs, one of the United 
Nation’s Sustainable Development Goals.14

Taxation of unhealthy products usually occurs at the highest level 
of government (e.g. federal level), where revenues from taxes have been 
used to lessen budget deficits, and to promote health, safety, energy and 
environmental programmes.15–17 This top-down approach may not be the 
most effective way to tackle the growing burden of NCDs when dealing 
with specific unhealthy behaviours and activities negatively affecting health 
and that may be prone to taxation. Important differences in the drivers of 
NCDs in urban and rural, HICs and LMICs require a cooperative approach 
at all governmental levels, with an important role for local governments in 
defining priorities.18 For example, heavy traffic and low levels of walking 
and cycling, as a means of transportation and physical activity, might be an 
issue more prominent in urban centres than rural localities, thus, defining 
taxation instruments for vehicles in urban centres might be more effective 
than at state or federal levels; while the increased gambling leading to 
alcoholism, drug addiction, mental health conditions and physical inactivity, 
might be more severe among rural and peri-urban residents than in urban 
settings. Hence, the revenue generated by taxation designed and applied at 
the local level could help local authorities to target their populations with 
awareness campaigns, to provide tailored treatments for those affected and 
to reach out and engage with the most disadvantaged.19–23 This approach 
does not eliminate the role of other levels of government in taxation and 
regulations, rather, it empowers local governments to contribute to the 
efforts of combating NCDs.
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Taxation at local levels for local problems can strengthen the role 
of local governments in combating NCDs, empower local authorities to 
make critical decisions for people in their jurisdiction, and help generate 
the necessary financial resources to deal with the health issues at hand.24 
Local administration may also increase the transparency, accountability and 
engagement of citizens when a tax is implemented.25,26

This chapter argues that taxation could be expanded to harmful products, 
activities and health-related behaviours negatively affecting individuals’ 
health and well-being. It also argues that, for unhealthy behaviours and some 
activities, taxation can be defined and applied at local governmental levels as 
an efficient way to tackle local health problems. Local governments should also 
be actively collaborating at other levels of government to define health policies 
for health problems directly affecting their jurisdictions. We use the examples 
of air pollution, land use, problem gambling and farming practices to illustrate 
the challenges facing local authorities, and opportunities to deal with them 
through taxation and health promotion, in particular in combating NCDs.a

	7.1.1.   �Local governments creating and promoting 
public goods that support health – The role of 
local taxes for health

Typically, the creation and provision of public goods occur at the highest 
governmental level (e.g. federal level), where revenues generated by taxation 
are allocated to different activities such as national defence, flood control 
systems and the control of water pollution. This direct provision of a public 
good by the highest level of government can help to overcome the free-rider 

a  Societal well-being, including the promotion and protection of health, can only be achieved 
when the negative effects of products and behaviours to the society – or negative externalities, 
in economic terms – are eliminated or reduced. Thus, from the perspective of public health, it 
is not unreasonable to promote ways to correct, reduce or even eliminate the consumption of 
products that cause harm to health, and to encourage better lifestyles to prevent diseases. 
Externalities occur when economic transactions carried out by corporations or individuals 
impose costs or benefits to a third party that is not part of the price. A solution is to impose 
a tax equivalent to the magnitude of these external costs.27,28
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problem which leads to market failure.b Health – and the promotion of public 
health – however, requires a whole-system approach, where cooperation 
between various levels of government is key to achieve the national and 
international targets for the control of NCDs.

The concept of public goods considers the production of ‘goods’ that 
are in the interest of the society, such as the control of climate change and 
prevention of diseases, but that also demonstrate public good attributes 
(non-exclusion and non-rivalry). These attributes mean that there is often a 
lack of incentive to produce these goods. Thus, the central issue of concern 
within the concept of public goods becomes one of ensuring collective action 
at all levels of government.c,30,31

Collective action by all levels of government requires guaranteeing a 
degree of independence for a lower authority in relation to a higher body 
or for a local authority in relation to the central government, involving 
the sharing of powers between several levels of authority – the principle  
of subsidiarity.d,32 Thus, local governments can be empowered to act in the 
production and provision of public health as a public good.

In addition, local governments can produce and provide public goods 
that are efficiently tailored to local needs and act on policies to address such 
needs. In particular, urban governments yield agglomeration gains, that 
is, they have advantages in terms of transport and infrastructure, in the 
concentration of highly qualified workers, in encouraging and facilitating 
knowledge spillovers for a diverse and productive market and in creating 

b  A public good refers to a good that can be accessed and consumed by anyone, without directly 
paying for it (non-excludable), and once consumed, its availability is not reduced by the use 
of others (non-rivalrous).28 Free-riding is a type of market failure that occurs when people can 
benefit from a good or service without paying for it.29

c  Dees (2017)30 and Horne (2019)31 suggest further examination on the concept of public goods 
to include public health. Horne (2019) stressed the fact that public goods are not the only goods 
that the market may fail to provide efficiently, providing a way to broaden the account of the 
public good of public health, without abandoning the public goods’ distinctive characteristics.
d  The principle of subsidiarity serves to regulate the exercise of the central government’s non-
exclusive powers. It rules out central government intervention when an issue can be dealt with 
effectively by other levels of government, e.g. regional or local level (European Union, 2021).
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public goods.e,34,35,37 Taxation is the mechanism that allows local governments 
to efficiently take advantage of local preferences and agglomerative effects, 
although the challenges of slums, overcrowding and a large presence of the 
informal sector in LMICs may reduce the benefits of agglomeration leading 
to free-rider problems and difficulties in financing adequate public services, 
due to local governments diminished ability to tax, monitor and regulate 
this sector.38 Nonetheless, taxation can be effectively used as an instrument 
for accountability and responsiveness by governments in LMICs, and new 
systems have been explored to improve taxation in these lower-income 
settings.25,39 At the same time, taxation can also be used to improve slums 
conditions and prevent overcrowding, for example, through land-use taxes.

Taxes on activities causing air pollution – from traffic caused by cars 
to industrial emissions – for example, have been sources of revenue for 
many local governments, generating a considerable amount of income.40 
The resulting revenues are rarely allocated to fund public health spending, 
though the health benefits generated by the taxes are well documented.41–44 
In London, for example, a congestion charge system was introduced in 
2003 with the objective of reducing traffic, improving bus service, making 
journey times more predictable for drivers and increasing efficiency in the 
delivery of goods and services throughout the city. Traffic volumes in central 
London are now almost a quarter lower than a decade ago, with all London 
buses expected to have green technologies and zero emissions by 2037.45 In 
2017–2018 alone, about USD 297 million in net income (revenue minus 
costs) was generated.46 The revenue generated by the congestion charges 
was mostly earmarked for re-investment in transport, principally on buses, 

e  The assumption of the efficiency of local governments in producing local public services, 
based on local preferences, is anchored on the original 1956’s work of Charles Tiebout, A Pure 
Theory of Local Expenditure.33 Although Tiebout’s work provided the basis for the new economic 
geography and agglomeration economics,34,35 agglomeration was not the focus of his work, 
even though the issue permeates all his discussions.
 Agglomerative efficiency can be questioned as an efficient allocative mechanism for the 
production of public goods due to the presence of sorting (residents moving from one local 
authority to another in order to obtain better services) – see Ref.36 Postcode lottery is another 
potential disadvantage of policy determination independent of local governmental level, as 
individuals may have access to social services in one local government but not in another 
leading to the presence of sorting.
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in order to alleviate the pressure on the underground network, with some 
limited investments in promoting health through walking and cycling.47

Reducing traffic and increasing space for walking and cycling can 
generate health benefits. Improving physical activity leads to long-term 
health benefits and the prevention of over 20 common health conditions, 
including mental health conditions and diabetes. Physical inactivity is 
estimated to cost the United Kingdom National Health Service (NHS) more 
than USD 1.9 billion per year, in 2018 prices.48

Congestion charges by themselves are a limited mechanism for reducing 
air pollution and promoting health, although are effective in reducing traffic. 
In 2008, Transport for London introduced the low emission zone (LEZ) to 
encourage polluting diesel vehicles driving in London to become cleaner.49 
The LEZ was expected to have a significant impact on health outcomes, 
although recent studies have shown only limited effects on improving air 
quality and health outcomes in children, despite some evidence of a reduction 
in the prevalence of rhinitis.50,51

In 2019, an ultra-low emission zone (ULEZ) was introduced, with 
charges being applied to all vehicles entering central London (in addition 
to the congestion charges) that do not conform to the emissions standards 
defined by legislation.52,53 However, more ambitious schemes with wider 
coverage of ULEZs and plans for a reduction in the use of vehicles are needed 
to yield significant reductions in levels of air pollution and positive changes 
in population health.50 Though the marketing strategy for the new ULEZ 
is heavily focused on the health benefits for the NHS, the funds generated 
are essentially earmarked for making the fleet ‘clean and green’ rather than 
for policies to reduce the use of cars. That said, Transport for London states 
that plans are being put in place for further reductions in traffic, aiming to 
have four out of every five trips through the city of London made by public 
transport, walking or cycling by 2040.52–54 Earmarking an expanded ULEZ 
as a contribution to the NHS, as well as for increasing the walking and 
cycling infrastructure, bike-sharing and the use of free public transport could 
generate the much-needed support among the general public, effectively 
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reduce the use of cars and generate meaningful health benefits. Recent polls 
have shown signs of an increased willingness from the public to pay more 
tax when health is the main area of spending.55

Taxes targeting harmful health-related behaviours and unhealthy activities 
can be designated as health taxes, and the revenue can be earmarked for public 
health gains through investment in solutions for health and well-being, such as 
increasing spaces for walking and cycling, and green spaces. Unquestionably, 
intensive policy coordination and investments are needed for local governments 
to operate efficiently, and this is a particular challenge in LMICs where a 
reliable tax system can be difficult to implement.54 Even with such challenges, 
local governments can be empowered to find solutions to plan, finance and 
manage sustainable and strategic fiscal interventions that lead to better public 
health outcomes. As we will see in subsequent sections, local governments can 
catalyse sustainable development through the use of health taxes that promote 
health in an efficient, cost-effective and equitable manner. We will explore a few 
examples, from non-traditional areas of taxation for health, but that directly or 
indirectly produces substantial effects on health and should be more actively 
looked at, as opportunities to create additional revenue to improve health.

	7.2.   �Sectoral interventions in local governments 
for better health

	7.2.1.   �Air pollution and taxes for health
Air pollution affects populations in all parts of the world. The World Health 
Organization (WHO) estimates that worldwide, 7 million people die every 
year from exposure to fine particles: 4.2 million from ambient (outdoor) 
air pollution and 3.8 from household air pollution.f,55,56 Recent studies have 
also suggested that short- and long-term exposure to air pollution might 

f  Household air pollution also contributes to ambient air pollution, but the number of deaths 
due to this intersection is difficult to be assessed, thus some double counting is assumed.
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increase the risk of complications related to COVID-19, including deaths, 
although more evidence is needed to support the causal link.57–61

Carbon taxes have been used to support the reduction in levels of air 
pollution and restrict the use of fossil fuels, such as petroleum, coal and 
natural gas, by targeting fossil fuels according to how much carbon dioxide 
is emitted when the fuel is burned.62 However, carbon does not have a 
direct and well-defined scope for taxation, with the source of emissions not 
always clearly identified and measured, making it vulnerable to lobbying, or 
garnering weak public and political support.63 Until now, carbon taxes have 
been implemented only in a small number of countries or regions, covering 
less than 20% of global emissions, although it is important to note that the 
number of carbon-pricing initiatives almost doubled in the past 5 years, with 
many initiatives coming from upper-middle-income countries.64,65

A gateway tax focusing on air pollution has been advocated as an initial 
step to tackle the issue of climate change and the low coverage of carbon 
taxes.63 The carbon tax is important for decarbonisation, but it is not sufficient 
to address human health.g Taxes targeting air pollution have been defended as 
more effective due to a straightforward link to emissions sources and clearer 
regulatory scope.64,67 A lump-sum tax encompassing carbon emissions and air 
pollution could gain support from the public if the benefits are concentrated 
in specific areas, especially one with health as the focus. Research has shown 
that fiscal policies are more likely to be successful if their costs are diffused but 
the benefits are concentrated43; carbon taxes on the other hand tend to have 
diffused benefits and concentrated costs.h,51,52 By concentrating the benefits of 
fiscal policies on health, policymakers gain a broader spectrum for policies that 

g  The short-lived climate pollutants black carbon, methane, tropospheric ozone, hydrofluorocarbons, 
and other fine particulate matter (PM) are the most important contributors to the man-made 
global greenhouse effect after carbon dioxide. These short-lived climate pollutants remain in the 
atmosphere for a much shorter period of time than carbon dioxide, but they are much harmful 
to the atmosphere. Certain short-lived climate pollutants are also dangerous air pollutants that 
have harmful effects for people, ecosystems and agricultural productivity.68

h  Studies show that, although a significant reduction in the amount of CO2 emissions can be 
observed since carbon taxes have been introduced, it is difficult to assign the effect to the tax 
since other effects are more important or the tax is too low in order to clearly assign variations 
in the emissions to the tax. Transaction cost and bounded rationality of actors may play a 
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benefit health, including tackling climate change and air pollution, but also 
providing potential leverage to invest in other areas such as universal health 
coverage. This approach could be more acceptable to the public, especially 
in areas with low levels of political trust and awareness of climate change.68,69

Concomitantly, replacing subsidies with taxes on health-related 
behaviours and unhealthy activities will maximise the efforts to reduce 
the effects of climate change, particularly on health. Subsidies maintain 
consumer prices artificially low, leading to higher consumption of subsidised 
goods, which in turn results in higher consumption and pollution. Examples 
of harmful subsidies include those for fossil fuels that increase air pollution 
and congestion and discourage energy efficiency; and agricultural subsidies 
that can lead to the overuse of pesticides and fertilisers.71–74 According to 
the International Monetary Fund (IMF), fossil fuel subsidies were estimated 
at USD 5.2 trillion or 6.5% of GDP in 2017. Efficient prices would have 
avoided 46% of the deaths caused by fossil fuel-related air pollution in 2015.73 
Mexico, for example, has successfully phased out subsidies to gasoline and 
diesel. During the period of 2008 and 2017, subsidies were reduced a few 
cents every month, in addition to the implementation of low-emission zones 
at cities levels. An economy-wide assessment found that elimination of all 
energy subsidies would be associated with a 1.5% higher GDP growth over 
the long-term because resources that were being used to pay for subsidies 
could be used instead to increase government expenditure, potentially 
including the expansion of public healthcare.75

Local governments have an important role to play in delivering 
reductions in carbon emission, and a gateway price at the local level, as well 
as the implementation of supporting interventions to cut or reduce subsidies 
(e.g. implementation of zero-emission zones in cities), could be effective ways 
to strategically counteract industry efforts to overturn policy action for air 
quality. This is because local governments are close to the exposure sources 
that directly affect their populations, potentially increasing public engagement 

non-negligible role and can lead to a lower reaction than what has been anticipated by pre-tax 
evaluations models have predicted.72
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and support for carbon or air pollution taxes. Local governments can also 
define green transport policies (e.g. forestalling or limiting increases in road 
capacity, supporting car-sharing, or taxing the use of cars or highly polluting 
vehicles), enforce energy-efficient construction, adopt low-cost circular 
economy waste policies, restrict the volumes of waste going to landfill or 
incineration, support and encourage (through subsidies or grants) renewable 
energy and closely enforce carbon policies for industries in their jurisdictions.

	7.2.2.   �Air pollution from traffic emissions
Transport systems are core to the development of any city. High-speed 
trains, subway systems and vehicle technologies are in constant development 
to attend to the needs of growing urban and peri-urban populations. As 
transportation transforms, so too does the health of individuals. Transport 
choices, technologies and policies determine the exposure to certain 
environmental pollutants, the frequency and severity of traffic-related 
accidents and injuries, the level and types of physical activity and the 
exposure to noise, with associated disruption of sleep and hearing.76–78

Adverse health effects associated with exposure to traffic-related 
pollutants are well documented, with adverse cardiorespiratory effects 
including the exacerbation of asthma, the incidence of new cases of 
asthma, reduced lung function, myocardial infarction, the progression of 
atherosclerosis and cardiovascular mortality being identified as the main 
outcomes of exposure to traffic emissions.79 Children living near roads with 
heavy-duty vehicle traffic have twice the risk of respiratory problems as those 
living near less congested streets.80

Urban transport policies should be more and more turned into strategies 
promoting zero-emission transportation, with walking and cycling at the 
core. Increased walking and cycling in urban areas and reduced use of 
private cars generate positive effects on many health outcomes, including 
the reduction of type 2 diabetes, dementia, cerebrovascular disease, breast 
cancer, colorectal cancer, depression and ischaemic heart disease.81 Although 
congestion charges and taxes on fuels have achieved considerable success, 
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especially in increasing revenues, these interventions have shown the 
limited effect on emissions and health benefits, mainly because the revenue 
generated by fiscal policies have not been used to promote aggressive policies 
to reduce the use of cars and encourage the use of public transport, walking 
and cycling. Marketing congestion charges and fuel taxes as health taxes and 
allocating these corresponding resources for activities that directly benefit 
health, including spending on construction and maintenance of safe and 
comfortable infrastructure, car-free zones, tax-reduction and subsidies for 
bicycles, as well as a review of taxation structure that benefit cheap transport 
fares could enhance the acceptability of such taxes to the general public and 
make them more sustainable in the long term.55

Implementing air pollution or traffic-related taxes might be a challenge, 
especially if lobbying and private-sector interests are dominant. Nevertheless, 
if the tax is specifically designed to promote health and in addition earmarked 
for health as a progressive redistributive mechanism, it might be acceptable. 
In Delhi, for example, pollution is perceived as a serious concern for public 
health by segments of the population, and a source of organised and growing 
complaints by physicians, echoed by the media, in spite of the constant and 
powerful vested interest of the automotive sector.82–84 Annual mean levels 
of air pollution in Delhi often exceed 20 times WHO’s guideline value of 
5 µg/m3 annual mean.85,86 The public appeal of significant health problems 
could be a first step towards the introduction of health taxes targeting air 
pollution, a framing that is potentially more acceptable than if marketed as 
a congestion charge or a tax on fuel. Even for those working in the informal 
sector – a sector corresponding to more than 50% of the active workforce in 
India87 – the health tax approach can be appealing since air-pollution-related 
diseases can have a direct and detrimental impact on the income generated 
by this segment of the workforce.

	7.2.3.   �Air pollution from industrial activities
The pollution associated with industrial activities includes mainly emissions 
from oil combustion, coal burning in power plants, emissions from different 
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types of industries (e.g. petrochemical, metallurgic, etc.) and harbour-related 
activities.88 Industrial activities pollute the air, soil and water. Toxic gases 
released into the air and combined with those from automobiles on the 
road are the main contributors to ambient air pollution.88 Pollution from 
industrial activities is also a major contributor to water and soil pollution 
worldwide through the legal or illegal dumping of contaminated water, 
gases, chemicals, heavy metals and radioactive materials into oceans, 
rivers and landfills, damaging marine life, the productivity of crops and the 
environment as a whole.89

Air pollution from industrial activities is still an important environmental 
issue even in cities in HICs. In Europe, for example, the release of pollutants 
to air, water and soil by industries has decreased significantly particularly 
during the last decade thanks to regulations such as the Clean Air 
Strategies,90,91 However, the industrial pollution of water, soil and air is still 
causing USD 75–242 billion in damages to health and the environment.92

Industries have brought rapid economic growth to cities and countries, 
but some of these developments have been accompanied by the generation 
of toxins harmful to human health and the environment. China is the largest 
global consumer of coal and is still commissioning new coal-fired stations 
to supply power to its industries.93 The city of Chongqing, located in the 
southwest of China, is an example of a highly urbanised megacity, with rapid 
urbanisation and industrialisation, and high levels of air pollution from 
urban industries. Coal combustion in the industry is the dominant primary 
source of PM2.5 in Chongqing.94,95 The costs of damages associated with 
industrial-air-pollution-related activities in Chongqing are considerable, 
with the effect on public health alone estimated at almost USD 3.6 billion.96

India is another country that experienced rapid growth in industrial 
production, but without a parallel growth in regulation and law enforcement 
to monitor and lessen levels of air pollution. The Central Pollution Control 
Board (CPCB) in India has identified 17 categories of polluting industries, 
with 77% of them contributing to water pollution, 15% to air pollution and 
8% to both water and air pollution.97 An important source of pollution in 
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India comes from the (mostly) informal production of bricks in small-scale 
kilns. In a 2017 research with brick producers in Delhi, the CPCB found 
that 74% of them are still using the traditional and highly polluting fixed-
chimney Bulls trench kiln (FCBTK), in which bricks are just lined up and 
fired, although the Environment Pollution Prevention and Control Authority 
had ordered that all kilns in the Delhi National Capital Region (NCR) should 
shift to the cleaner zigzag kiln before 2018.98

Environmental regulations on air pollution in China have promoted 
important reductions in infant mortality.99 Carbon taxes are not explicitly 
used in China. Instead, the country adopted, since 2017, an emissions trading 
system with a cap on the amount of emissions and trade through auctions 
or free exchange. The caps of greenhouse gas emissions vary from 30 to 350 
metric tons of carbon dioxide equivalent per year, and the price for carbon 
from USD1.40 to USD13.00 per ton of carbon dioxide (implicitly, a carbon 
tax).100 Together with the enforcement of regulations, China seems to be 
making important progress to achieve the 2016 Paris Agreement.99 On the 
other hand, India and Nepal are still struggling with ill-regulated industries. 
Carbon taxes are in place in India but lobbying from the coal industry has 
put pressure on the government to waive the tax to help finance pollution-
curbing equipment. The government of India has already pushed back a 
deadline to cut emission levels, with over half of the coal industry already 
missing the 2019 deadline to cut emissions of sulphur oxides, a carcinogen 
toxin.101 Nepal does not apply a carbon tax, and regulations are in place 
to try and limit emissions, although the enforcement of laws is an issue.102

	7.2.4.   �Other harmful lifestyles and activities that could 
form the object of health taxes

Land use
The level of walking and cycling and outdoor recreational activity are strongly 
affected by accessibility to local facilities, including green spaces.103 The 
way land is taxed and used can facilitate or obstruct the creation of spaces 
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for a healthy population, and is a key determinant of social inclusion, and 
consequently, of health equity. Community design influences household car 
ownership and use of cars in households, public spaces and the availability of 
recreational areas and accessible infrastructure for older people and persons 
with disabilities.104,105

Land use has been increasingly recognised for its value in enhancing 
the health of populations. Activities such as walking, climbing, biking, 
horse riding and golf are among the activities that provide physical and 
mental health benefits. They also generate substantial economic activity 
and income. It also supports the greenspace within towns and cities where 
a large proportion of outdoor recreation takes place.106 Planning decisions 
influencing land use directly can affect the amount of land used for 
interventions that promote health.107 For example, taxation of land, especially 
those used for market speculation, can generate the needed resource to 
encourage compact developments in cities, focused on walking and cycling 
and public transit improvements. Land use taxation can also be an advantage 
for LMICs as it does not require costly administrative structures and can 
be administrated by modern computer-assisted mass appraisal (CAMA) 
systems, at the lowest level of government.39

It is also fundamental to take into consideration socio-economic and 
demographic differences and people’s needs when planning for taxation, 
transport systems and land use.

The poorest groups in any given country tend to be less mobile and 
to have poor access to both private and public transport services, with 
important consequences to their population health.108,109 In LMICs, the poor 
rely on walking or cycling over long distances and under unsafe conditions 
to access basic services such as health and educational facilities or to reach 
their workplaces. Consequently, they are more exposed to traffic-related 
air pollution, road injuries and deaths – 93% of the global deaths related to 
road traffic occur in LMICs, especially among children and young adults 
(5–29 years old), even though these countries have only 60% of the world’s 
vehicles.110 Public transportation systems in LMICs range from non-existent 
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to poor, unreliable and expensive. In middle-income countries such as Brazil, 
India and China, economic growth has boosted high rates of individual car 
use, not only as a response to the perceived lack of efficient public transport 
systems for mobility, especially amongst the poor and middle-class but also 
because of economic status and lack of climate legislation.108,111–113 High 
levels of car use result in declining physical activity, increasing levels of air 
pollution, noise and traffic-related injuries and fatalities.114,115

In HICs, the poorest, usually those on short-term or zero-hour contracts, 
or even jobseekers from disadvantageous socio-economic backgrounds, 
cannot always predict or plan their travel patterns, diminishing access to their 
workplaces and employment opportunities. Transport-related uncertainty 
can make owning a car a necessity for many on lower incomes, even when 
affording a car is an issue in itself.116,117 In population-dense urban or peri-
urban areas where public transport is physically present, overcrowding, high 
costs and lack of accessibility for those with disabilities are common barriers 
cited by individuals for the use of public transport, as well as concerns over 
safety and security, particularly after nightfall.118,119 Wheelchair users in 
Toronto, for example, have access to only 75% of the jobs that are accessible to 
individuals who are not in a wheelchair, whilst their counterparts in Montreal 
have access to only 46% of the jobs accessible to others.118 In Scotland, those in 
the lowest income quintile spend around 40% of their income on commuting 
costs compared to about 15% and 16% of those in the fourth and fifth 
quintile.120 In low-density areas, such as suburban and rural areas, housing 
developments and long distances between households make public transport 
costs prohibitive, with individuals relying on private motorised transport, with 
its consequent deleterious effects on physical activity and traffic emissions.121

Government taxation policies and plans to integrate transport and 
land use should be attentive to social needs when supporting mobility and 
population health. Policy planning should focus on compact cities that 
provide inclusive and safe infrastructure for all individuals, limit car parking, 
support the modal shift from private motor vehicles to walking, cycling 
and low emission public transport to workplace and work opportunities. It 
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has been estimated that compact cities that match transportation to their 
population needs can result in overall health gains of 420 to 826 disabilities-
adjusted life-years (DALYs) per 100,000 population.122

As being close to their communities and aware of their needs, local 
governments can be more effective than other governmental jurisdictions 
in regulating land use. Local governments can better define restrictions 
to and limit parking spaces, design effective and customised transport 
services, take into account the needs of their own populations, including 
supporting the elderly, people with disabilities and those on low incomes. 
They can also effectively identify and tax speculation on land and exempt 
areas for the construction of safe walking and cycling infrastructure. In low 
population-density areas, local governments can encourage households to 
limit car ownership to one car, can promote credible rural and inter-urban 
public transport networks that enable intermodal links to local walking, 
cycling, taxi and other transport options. Local governments should be 
allowed to take part in multi-jurisdictional decisions on fiscal expenditure, 
especially to focus resources on the building of infrastructure needed for 
social mobility and housing.123 Limiting or restricting the role of local 
governments in defining land use is ineffective and costly and is especially 
costly to the poor.124,125

Farming practices
Globally, agriculture has rapidly grown to meet the demands of a fast-
growing urban population. To yield the required high levels of production, 
traditional farming has evolved to large-scale single-crop production that 
is highly mechanised and dependent on fossil fuels, pesticides, antibiotics 
and synthetic fertilisers, all with significant implications for human health 
and the environment.126–128 Monocrop farming is highly dependent on the 
use of pesticides and fertilisers, and while crop rotation and natural manure 
or compost revives the soil and control pests and insects, monocropping 
exhausts natural nutrients and disturbs ecosystems.129 Pesticides impact 
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the ground- and surface-water quality, affecting both urban and rural 
communities, while synthetic fertilisers reduce soil health and are moreover 
produced through intensive use of fossil fuels, making agriculture one of 
the main contributors to ambient air pollution.129

The use of pesticides and other chemicals, such as lead, mercury, 
chromium, arsenic and volatile organic compounds, also results in mortality, 
morbidity, disabilities and impairment to the cognitive development of 
individuals, especially children. Studies showed that children exposed to 
lead developed lifetime intellectual disabilities, with one in three children 
worldwide presenting elevated blood lead levels.130

The routine use of antibiotics in animals contributes to antibiotic 
resistance, reducing the effectiveness of the drugs for human use.131 Besides, 
the growing number of farm animals and the associated reduction in 
genetic diversity have been linked with the emergence of diseases that pose 
a significant threat to both animal and human health.131,132

To break the vicious circle of environmental degradation and costs 
to human health, it is necessary to promote activities that encourage 
individuals to shift behaviours to healthy eating, through education and 
public health campaigns. From the supply side, a repurposing of public 
investments and subsidies for food and farming should be devised to 
incentivise the production of a range of healthy and sustainable foods, 
rather than focusing on foods such as cereals. Variation in production 
is an expensive undertaking but redirecting money from subsidies for 
sugar and other crops to promote research on and development of clean 
technologies, for example, concomitantly with a business model that 
prioritises environmental and social outcomes, can be a starting point for 
improved food security and sustainable farming practices. A taxation system 
that encourages farmers to invest in more diversified food production is 
also desirable.133,134

Tax structures that encourage a more diversified production and 
consumption of fruits and vegetables, reduce the creation of animals for 
meat consumption and are environmentally friendly can form a foundation 
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for healthier economies. The Organisation for Economic Co-operation and 
Development (OECD) has studied the effectiveness of a range of taxes in 
agriculture – from the taxation of pesticides and fertilisers to environmental 
taxes, such as carbon and pollution taxes and resource taxes (water 
pollution) and have concluded that evidence has demonstrated the limited 
effectiveness of these taxes in promoting sustainable agriculture.135 This 
limited effectiveness could be related to the fact that the costs of taxation are 
compensated by the widespread use of subsidies and incentives. The focus 
on public health should be the explicit aim of fiscal policy in agriculture, 
and robust evidence from health taxes from other sectors, such as the levy 
on sugary drinks, have proved that it is possible to promote sustainable 
changes in production and consumption behaviours.136,137

Innovative projects in local governments can ripple and spread, 
benefiting not only individuals’ health and well-being but also contributing 
to relieve other societal pressures such as food crises and poverty. Urban and 
peri-urban farms are relevant examples. In Havana, about 30% of the urban 
land is dedicated to growing food that is consumed by the local population. 
In other Cuban regions, up to 80% of all food produced is consumed in the 
corresponding city or regional perimeter.138 In Sao Paulo, large municipal 
allotments produce organic fruits and vegetables that are supplied to the 
schools of the region.139 Other urban farms, such as those in Dallas, Texas, 
produce fruit and vegetables in abandoned areas that are donated to the 
community.140 Many other examples of city farms exist, from New York to 
The Hague and Shanghai, including household urban agriculture projects 
in Paris, Lusaka, Kampala and Yaounde.141–145 City farms, either directly or 
indirectly, help to secure the provision of public goods: such as clean air 
(by reducing the need for food transportation), to re-using and decreasing 
the waste of water and, in some cases, using hydroponic technologies, 
permitting the growing of plants in a watery solution of mineral nutrients 
instead of using soil. More importantly, such projects help cut the pressure 
on rural lands for deforestation, protect biodiversity and wildness and reduce 
greenhouse gas emissions.146
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Gambling
Gambling is defined as betting money on an outcome of uncertain results 
to win money and includes activities of casinos, lotteries, as well as horse 
and dog races, among others. For most individuals, gambling is a form of 
entertainment, as many people can gamble without experiencing any harm. 
However, a minority of gamblers present gambling illnesses, such as drug 
and alcohol addiction and mental health conditions leading to crime and 
bankruptcy.147 Gambling is a popular activity in both urban and rural areas, 
but it is in rural settings where its most harmful effects have been observed.148 
Gambling has been increasingly recognised as a public health issue, leading 
to substantial costs to the health system, individuals and societies. In the 
United States, for example, 2.6% of the population (or 10 million people) are 
estimated to have an addiction problem because of gambling, with the age 
group of 16-24 years old being the most susceptible. Gambling costs USD 
6 billion annually in public services to the US economy, including costs of 
health, welfare, employment, housing and criminal justice services.149

The gradual liberalisation of gambling and the advent of the internet have 
helped the widespread expansion of the gambling industry, with exponential 
growth in the number of electronic gaming machines, large casinos, lotteries 
and online gambling sites in the last 15 years. Advertising plays a key role. 
In the United Kingdom, the number of gambling advertisements aired on 
TV has risen substantially: in 2006, approximately 152,000 advertisements 
were placed against 1.39 million in 2012; only in 2017, the gambling industry 
spent almost USD 2 billion on advertising and marketing in the country.150 
Laptops and desktop computers are the most commonly used devices for 
online gambling, being employed by 50% of online gamblers in the United 
Kingdom and 55% in the United States, although mobile phones are growing 
in use, with 39% and 29% of gamblers using them in the United Kingdom 
and United States, respectively.149,151

Gambling is an influential industry worldwide, with an estimated 
USD 565 billion global market, expected to increase at an annual rate of 
5.9% through 2022.152 The United States, Japan and Italy are the top three 
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revenue generators in the legalised gambling industry, corresponding to 
about 32% of the global gambling revenues generated worldwide.153 Even 
in countries where gambling is legally restricted, such as in Brazil, the 
industry is estimated to generate USD 13 billion, with about 60% coming 
from illegal gambling, mainly from the so-called ‘animal game’ (jogo do 
bicho).154 Gambling is also an important source of revenue for countries. 
In the United Kingdom alone, the betting and gaming tax receipts reached 
USD 3.8 billion in the fiscal year of 2018/2019.155

On the other hand, the costs attributable to gambling are also substantial. 
Australians are estimated to spend the most on gambling per head per year 
worldwide (USD 1,288 per capita), followed by residents in Singapore and 
Ireland, who spend, on average, USD 1,174 and USD 588, in 2017 figures.156 
Citizens in the United States collectively spent USD 117 billion, while in 
China and Japan, the losses were, respectively, USD 62 billion and USD 24 
billion in 2016 prices, with 1–4% of this population left with problems of 
debt and bankruptcy, divorce, lost productivity, crime (such as theft and 
fraud) and depression or suicide.147,157

Political, religious and community groups have been advocating for 
tighter regulation of the gambling sector, pressuring for policies to protect 
the most vulnerable, including the restriction of advertisements in different 
media, restrictions on the use of credit and debit cards for online games and 
increases in the price of health insurance for gamblers.158 There is also a 
movement to try and shift the focus on individual responsibility only and to 
look at the responsibility of the industry in shaping addiction by influencing 
policies, research and framing of public debate.159,160 Stronger legislations and 
policies, including tax increases, are being advocated in many countries, as 
studies have demonstrated that costs of gambling are likely to considerably 
outweigh the benefits in terms of tax revenues and that the harms of gambling 
to society should be more systematically addressed.161–163

The gaming industry is one of the sectors that cause the most harm to 
individuals, and yet public sector spending to help individuals and their 
families affected by the direct consequences of addiction, including a growing 
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number of children, has been minimal.164 The current revenue generated 
by the sector, even if entirely spent on health promotion and healthcare, 
would not match the costs of gambling-related to addiction. In the United 
States, for example, the societal costs of gambling are estimated to be about 
USD 129 billion,i namely 1.6 times more than the revenue of USD 79 billion 
generated by gambling in 2018, with the public sector paying the bulk of 
costs related to this harmful activity.156,157,165

A gambling-levy for health, in addition to the existing levels of taxation, 
and clearly earmarked for healthcare, research and education appears not 
only desirable but potentially necessary to tackle the health issues of gambling 
from a societal perspective. However, this approach alone is not enough to 
promote the public health interest. Existing taxation on gambling is highly 
regressive, and gambling tax reform should also be taken into consideration 
within the framework of a comprehensive response that considers all forms 
of gambling products in the context of relevant cultural differences.166–168

	7.3.   �Challenges and opportunities with the 
implementation of health taxes

Revenue generated from the taxation of sources of air pollution, land use, 
farming practices and gambling and influenced by unhealthy behaviours 
and activities have provided substantial financial resources for many 
governments. However, the revenues generated from these activities are 
not earmarked for improving health as a primary outcome, even though 
the health benefits of pricing and taxing these harmful practices are well 
documented.127 On the other hand, when taking into account the economic 
burden associated with healthcare and the loss of productivity, welfare and 
lives from NCDs associated with unhealthy behaviours and environmental 
risk factors, the unbalanced accounting of benefits and costs has left citizens 

i  It includes the annual USD 6 billion to the US economy, including costs of health, welfare, 
employment, housing and criminal justice services,151 and the USD 117 billion to US citizens 
with losses related to gambling,158,159 in 2018 prices.
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to pick up the negative public health and economic costs of industrial and 
commercial activities. Increasing taxation and re-calibrating fiscal policies 
to embed health as the main objective of the production and promotion 
of public goods can result in healthier urban (and rural) populations, gain 
public support and make taxes more sustainable in the long term.

The non-exclusion and non-rival nature of public health as a public 
good provides a strong case for collective action at all levels of government, 
with the particular and growing importance of local governments in 
providing public goods at the point of use, paid for out of taxation that can 
be generated and administered at this level, as discussed in Section 7.2. 
The local government’s provision of public goods may help to prevent the 
under-provision and under-consumption of public goods. Local government 
provision of public goods can also be more efficient due to agglomeration 
effects.

Good governance is also highly correlated to the success of the 
introduction of new taxes, with countries exhibiting high levels of trust in 
politicians, perceived low levels of corruption, extensive public dialogue and 
mechanisms for social deliberation having stronger fiscal policies and better 
health outcomes.169 In contrast, where levels of corruption are perceived 
to be high or there are problems with lack of political credibility or poor 
quality of public debate and engagement, taxes tend to be both unpopular 
and unsuccessful.169 Moreover, in countries, and in particular, cities with 
large informal sectors and weak tax systems, as is the case in many urban 
centres in LMICs, the implementation of health taxes may be difficult.170

	7.3.1.   �Scope of a tax and cities’ taxing authority
In the environmental taxation literature, it is frequently stated that the 
appropriate authority for levying a tax depends on the scope of the damage 
being addressed, with the implication being that the level of political 
jurisdiction defines the scope of the tax (e.g. city, state or national).171 For 
example, for some issues like waste disposal linked to soil contamination, 
as the impacts are generally realised at the level of the municipality, a local 



Health Taxes: Policy and Practice248

tax might be more efficiently managed. On the other hand, greenhouse 
emissions might involve sub-national and national jurisdictions as well as 
other countries, and thus this issue should normally be dealt with through a 
national or even international instrument.171,172 In line with this assessment, 
we argue that in the context of health taxes, taxation at the local level could 
be introduced or expanded when considering the issues addressed in this 
chapter. In addition, local governments might have a greater role in multi-
jurisdictional decisions on fiscal expenditure, as a way to maximise public 
health benefits and governmental collaboration at all levels.

Local governments provide many of our most basic public goods 
and services and also deal with externalities caused by harmful lifestyles 
and activities, such as air pollution, land use, gambling and farming 
practices. Traditionally, though, local governments have limited power 
to tax or borrow funds to support their activities as laws for taxation are 
typically defined at the level of state and federal governments.173 Concerns 
about fiscal mismanagement and the multiplication of the administrative 
costs of taxation are justifications for this highly verticalised system in 
most countries. In many countries, however, a vertical system promotes 
imbalances at the subnational level in terms of the lack of subsidiarity in 
legal and regulatory responsibilities and the uneven availability of the fiscal 
resources required, making it difficult for local governments to act on some 
of their most challenging public health issues.170

Allowing local governments to participate in the definition of the 
scope of health taxes, regulatory policies for health and public health 
interventions, and even the creation and application of taxes at local levels, 
can create the opportunity for matching local needs with local institutional 
frameworks and revenue generation. The suggestion here is not to make local 
governments independent of state or federal laws and policies, but for them 
to be given presumptive taxing authority subject to state/federal government 
pre-emption. Such an approach would open the door to more local revenue 
innovation, improve the efficiency of revenue collection and spending, 
capitalise on local and regional economies of scale while ensuring that the 
state and the federal government can maintain their policies and interests.173 
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Presumptive taxing authority is particularly important for cities in LMICs 
that frequently suffer from the lack of infrastructure and technical capacity, 
with predominantly informal-sector economies. Local governments should 
be able to generate tax and non-tax revenues in the form of user charges and 
fees that promote urban health.

Thus, once the source of health harms has been identified and it 
has been established that altering market prices through taxation can 
change consumption behaviours and generate beneficial health outcomes, 
the scope of the health tax, using a mix of direct taxes (e.g. congestion 
charges) and indirect taxes (e.g. excise taxes), can be defined. In this sense, 
local governments have the opportunity to broaden the scope of areas 
traditionally considered for taxation by policymakers, but not understood 
as health-enhancing, as for example ‘taxation for better cities’.127 However, it 
is important to ensure that such health taxes are progressive, redistributive 
and benefit health and equity.

	7.3.2.   �Promoting political acceptability and 
community trust

Political and public acceptability are important dimensions for the adoption 
and implementation of a health tax. We have previously discussed that 
greater public distrust of politicians and perceived corruption would 
undermine government performance across a variety of policy domains, 
including taxation. However, the sensitivity of revenue policies to levels 
of corruption and distrust vary according to whether the mooted policy is 
based on market-based or non-market-based instruments. Non-market-
based instruments involve non-monetary incentives to change behaviour. 
Market-based instruments are indirect regulatory instruments, which 
influence individuals’ behaviour by changing their economic incentives.174 
While non-market-based climate policies, for example, are weakened by 
perceptions of institutional corruption; market-based policies are notably 
more sensitive than non-market ones to the influence of sizeable domestic 
energy-intensive and trade-exposed industries.169
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The distribution of costs and benefits of a fiscal policy is also likely to 
influence public and political support to a tax. Other things being equal, a 
tax policy is expected to be more successful if its costs are diffused but its 
benefits are concentrated. For instance, the reduction of air pollution is costly 
to industry because it must pay for the installation of equipment to combat 
pollution and these costs are difficult to pass on to consumers. However, 
the benefits are diffused in both space and time, giving the industry strong 
incentives to lobby in opposition to such a tax. On the other hand, if the 
public has a strong perception of the positive impacts of environmental 
improvements, then the industry may bear these costs in order to gain 
public support.169,171

Policy-framing strategies can have important implications for the 
public acceptability of a health tax. A systematic literature review on the 
political and public acceptability of a sugar-sweetened beverages (SSBs) tax 
showed that the degree of public acceptability of an SSB tax in the United 
States, Australia, the United Kingdom and France tended to depend on the 
wording of the question. Public support for an SSBs tax was highest (66%) if 
the revenue was labelled as intended for health initiatives.175 In Switzerland 
and in Alberta, Canada, re-labelling a carbon tax as a ‘CO2 levy’ helped to 
overcome public distrust.69,176

	7.4.   �Conclusion
Local governments play a key role in tackling issues of climate change, 
NCDs, poverty and even epidemics. Local governments provide the 
conditions to leverage local solutions for local problems. Building cities 
that are inclusive, healthy, resilient and sustainable requires intensive policy 
coordination at the local level. Health taxes are a cost-effective opportunity 
to support public health and gain public support. Local governments also 
offer the opportunity to derive public revenues from sources other than the 
traditional tobacco, alcohol and beverage taxes, by taxing harmful lifestyles 
and activities to promote social well-being. In this chapter we offered an 
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overview of some of the pressing health issues that can be addressed by 
public-health interventions supported by health taxes, including those at 
the local government level, and through the re-calibration of fiscal policies 
that embed health as its main objective. Globally, when we think about taxes, 
direct or indirect, health can be a powerful means for transforming the way 
public health is promoted through fiscal policies.

Key messages
•	 Considerable health gains can be achieved when the negative health

effects of products and behaviours are eliminated or reduced.

•	 Taxation should be expanded to harmful lifestyles and activities
affecting individuals’ health and well-being as a matter of public health 
policy.

•	 Local governments can be better placed in identifying and dealing
with the health of the people in their jurisdictions, and in producing
efficient local public services, based on local preferences, if the
necessary human and financial resources are in place.
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