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Taxes, Prices
& Tobacco Use



"Sugar, rum, and
tobacco, are
commodities which are
no where necessaries
of life, which are
become objects of
almost universal
consumption, and which
are therefore extremely
proper subjects of
taxation.
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Adult Smoking Prevalence and Price
Brazil, 2006-2016, inflation adjusted
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% Ever Smokers Who Have Quit

Cigarette Prices and Cessation
US States, 2009
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Cigarette Price & Youth Smoking Prevalence
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Affordability & Tobacco Use

Adult Smoking Prevalence, Indonesia, 2001-2014
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France: smoking, tax and male

Number/adult/day and death rates

lung cancer, 1980-2010
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Effectiveness of Tobacco Taxes

I A substantial body of research,
pigips which has accumulated over
many decades and from many

countries, shows that

The Economics significantly increasing the

of Tobacco and excise tax and price of

Tobacco Control tobacco products is the single
LT R most consistently effective

tool for reducing tobacco use.

1] @tobacconomics



Tax Structure, Tax
Revenues & Earmarking
Tax Revenues



Excise tax structure: Specific and mixed relying more on
the specific component tend to lead to higher prices

5.91

Price and taxation per pack ($PPP)

Specific excise Mixed system Mixed system (all) Ad valorem excise Mixed system No excise
Relying more on Relying more on ad
specific excise valorem excise

B Retail price, PPP  mOther taxes, PPP B Excise tax, PPP

Source: WHO 2017 GTCR data; unpublished figure.

Notes: Averages are weighted by WHO estimates of number of current cigarette smokers ages 15+ in each country in 2015; Prices are expressed in Purchasing
- Power Parity (PPP) adjusted dollars or international dollars to account for differences in the purchasing power across countries. Based on prices as of July 2016 for
- 53 high-income, 100 middle-income and 27 low-income countries with data on prices of most sold brand, excise and other taxes, and PPP conversion factors.
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Tobacco Taxes and Revenues

South Africa, 1961-2012
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Cigarette Excise Tax, 1000 Sticks

Cigarette Tax and Tax Revenues
Ukraine: 2008-2015
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State Tobacco Control Program
Funding and Youth Smoking Prevalence,
United States, 1991-2009
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Tobacco Taxes and Revenues

®* The Addis Ababa Action Agenda states:

“... price and tax measures on tobacco can be an
effective and important means to reduce tobacco
consumption and health-care costs, and represent a
revenue stream for financing development in many
countries’

SxUVBS Financing For
S @ ‘: DEVELOPMENT
B-16 JULY 2015 - ADDIS ABABA + ETHIOPIA

,I A V TIME FOR GLOBAL ACTION
. B
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Oppositional Arguments



Cigarette Taxes as Percent of Retail Price
July 2016

- =75% of retail price is tax "
Il 51-75% of retail price is tax

[ 26-50% of retail price is tax
I:l =25% of retail price is tax
I:l Not classified or data not available

I:l Naot applicable

. WHO, 2017
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Tax Avoidance & Evasion



Tax Avoidance & Evasion Do NOT
Eliminate Health Impact of Higher Taxes
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Tax Avoidance & Evasion Do NOT
Eliminate Revenue Impact of Higher Taxes
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		CigTaxSales

				2001		2002		2003		2004		2005		2006

		Dec		21,703,211		19,443,772		19,045,817		22,809,017		13,995,732		11,174,119

		Jan		22,951,722		23,238,417		17,498,611		14,875,589		13,743,809		9,785,922

		Feb		20,271,778		16,064,333		16,659,839		21,011,100		13,743,809		13,765,715

		Mar		19,983,189		19,421,406		15,053,950		25,279,794		13,743,809		12,719,968

		Apr		19,874,872		20,132,922		20,469,672		24,412,578		13,743,809		8,006,118

		May		25,331,717		18,635,778		18,453,989		9,189,185		13,743,809		8,148,154

		Jun		22,267,039		24,757,589		19,995,483		13,401,430		13,743,809		10,022,748

		Jul		22,820,333		22,382,589		21,605,006		14,544,791		13,743,809		8,541,821

		Aug		22,456,017		14,759,233		17,349,561		13,642,027		13,743,809		11,019,805

		Sept		20,379,900		18,112,117		20,160,089		14,470,508		13,743,809		8,940,598

		Oct		23,705,506		19,824,422		19,814,294		13,731,145		13,743,809		8,940,919

		Nov		21,446,878		18,986,011		17,078,850		14,184,490		13,743,809		7,682,365

		FY		263,192,161		235,758,589		223,185,161		201,551,654		165,177,627		118,748,250

		tax		$0.18		$0.18		$0.18		$0.73		$1.00		$1.75

		revenues		$47,374,589		$42,436,546		$40,173,329		$132,691,744		$165,177,627		$202,770,744

				county tax
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		Apr		0.18		0.18		0.18		1		1		2

		May		0.18		0.18		0.18		1		1		2

		Jun		0.18		0.18		0.18		1		1		2
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		Oct		0.18		0.18		0.18		1		1		2

		Nov		0.18		0.18		0.18		1		1		2

		Dec		$3,906,578		$3,499,879		$3,428,247		$4,105,623		$13,995,732		$11,174,119

		Jan		$4,131,310		$4,182,915		$3,149,750		$2,677,606		$13,743,809		$9,785,922

		Feb		$3,648,920		$2,891,580		$2,998,771		$3,781,998		$13,743,809		$13,765,715

		Mar		$3,596,974		$3,495,853		$2,709,711		$4,550,363		$13,743,809		$25,439,935

		Apr		$3,577,477		$3,623,926		$3,684,541		$24,412,578		$13,743,809		$16,012,236

		May		$4,559,709		$3,354,440		$3,321,718		$9,189,185		$13,743,809		$16,296,307

		Jun		$4,008,067		$4,456,366		$3,599,187		$13,401,430		$13,743,809		$20,045,496

		Jul		$4,107,660		$4,028,866		$3,888,901		$14,544,791		$13,743,809		$17,083,642

		Aug		$4,042,083		$2,656,662		$3,122,921		$13,642,027		$13,743,809		$22,039,609

		Sept		$3,668,382		$3,260,181		$3,628,816		$14,470,508		$13,743,809		$17,881,195

		Oct		$4,266,991		$3,568,396		$3,566,573		$13,731,145		$13,743,809		$17,881,838

		Nov		$3,860,438		$3,417,482		$3,074,193		$14,184,490		$13,743,809		$15,364,730





Sheet2

		





Sheet3

		






Illicit Cigarette Market Share
& Cigarette Prices, 2012
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Smuggling and Corruption, 2011

illicit cigarette trade volume
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Estimated Volumes of Cigarettes Consumed in
the U.K. — Duty paid, illicit, and cross-border
shopping, 2000-01 — 2013-14

Billions
60
LS e s o |
\ o auty para
50 ———""""'-"""\
40 T~
30
e O
\ lHiticit marke
— ‘-__Q
= o o <t Ty, o I~ o0 (o} - = o~ ™ <t
2lel2l29|2|2/2|2/2 | zlal|lzlals
- o ™ < Ty, W0 r~ 0 = = - M.
g 2 S o o o = = o 2 Q = o O
o o o e
™ o o o~ R o N o o ™ o

@tobacconomics

Source: HM Revenue & Customs, 2014



Combating Illicit Tobacco Trade

* lllicit trade protocol to the WHO FCTC

— Entered into force September 2018
— Provisions calling for:

— Strong tax administration
* Prominent, high-tech tax stamps and other pack markings
 Licensing of manufacturers, exporters, distributors, retailers
« Export bonds
« Unique identification codes on packages

— Better enforcement
* Increased resources
» Focus on large scale smuggling

— Swift, severe penalties
'+ — Multilateral/intersectoral cooperation

i www.tobacconomics.org



Impact on the Poor



Tobacco & Poverty

Family falls
into poverty
Forgone Income 3: Income
Due to premature death Increases
Forgone Income 2:
Due to treatment Vicious Cycle of Yt(;t:tth ant;l( _wome(r;
cost and loss of start smoking an
work days Tobacco and Poverty men smoke more
Breadwinner gets :
sick due to tobacco use Higher prevalence

and consumption level

Forgone Income 1:
More money spent on tobacco:
high opportunity cost. Less money spent
on education, nutrition, etc.

Source: NCI & WHO 2016
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Impact on the Poor

« Concerns about the regressivity of higher
alcohol & tobacco taxes, food/beverage taxes

* Most excise taxes are regressive, but tax increases can
be progressive

» Greater price sensitivity of poor — relatively large
reductions in use among lowest income populations,
small reductions among higher income populations

 Health benefits that result from tax increase are
progressive

« Reduced health care spending, increased productivity,
higher incomes

Il www.tobacconomics.org



9% -

4% -

-1% -

-6% -

-11% -

-16% -

-21% -

-26% -

-31% -

-36% -

Who Pays & Who Benefits
Turkey, 25% Tax Increase

-35.3%

B Change in Consumption  mChange in Taxes Paid

Source: Adapted from Onder & Yiirekli, 2014

@tobacconomics



Who Pays & Who Benetfits
Chile, 25% Tax Increase

Figure 6: Total Income Effect: Direct and Indirect Effect of Taxes
(tobacco price increase, medical expenditure and working years gained)

Upper Bound Elasticity
Medium Elasticity -
Decile Viariations

| ower Bound Elasticity

Source: Author's estimation using a price shock of 25%

Source: Fuchs, et al., 2017
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Impact on the Poor

Need to consider overall fiscal system

« Key issue with taxes is what's done with the
revenues generated by the tax

« Net financial impact on low income households
can be positive when taxes are used to support
programs targeting the poor

« Concerns about regressivity offset by use of
revenues for programs directed to poor

i @tobacconomics



Incremental Revenues for Health and
the Poor, Philippines, 2001-2016
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Impact on the Economy



Excise Taxes and Jobs

Industry-sponsored studies tell only part of story:
* Focus on the gross impact:

 New tax or tax increase will lead to decreased consumption
of taxed product

« Results in loss of some jobs dependent on production of
taxed product

* |gnore the net impact:

« Money not spent on taxed product will be spent on other
goods and services

« New/increased tax revenues spent by government

« Offsetting job gains in other sectors

i @tobacconomics



Tobacco Taxes and Jobs

* Many published studies assess impact of
reductions in tobacco use from tax
Increases and/or other tobacco control
measures:

« Variety of high, middle, and low income countries

» Use alternative methodologies

* Generally find that employment losses in
tobacco sector more than offset by gains in
other sectors

i www.tobacconomics.org



Tobacco Taxes and Jobs

Concerns about job losses in tobacco
sector have been addressed using new tax

revenues.

» Turkey, Philippines among countries that
have allocated tobacco tax revenues to
helping tobacco farmers and/or those
employed in tobacco manufacturing make
transition to other livelihoods

« Crop substitution programs, retraining programs

i @tobacconomics
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Global Evidence -
Summary

Higher tobacco taxes significantly reduce
consumption and raise new revenue

Reduced consumption leads to fewer cases of
cancer, cardiovascular disease, diabetes, and other
diseases, reducing health care and other economic
costs of NCDs

Counterarguments about negative economic impact
false or greatly overstated

Tobacco tax increases considered one of the “best
buys” in NCD prevention

www.tobacconomics.org



Accelerating Progress on
Effective Tobacco Tax Policies
in Low- and Middle-Income
Countries



Bloomberg Initiative
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Effective tobacco control
measures gain momentum
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SHARE OF THE WORLD POPULATION COVERED BY SELECTED TOBACCO CONTROL
POLICIES, 2016
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Project Plan

 Build capacity of ‘think tanks’ in selected priority
countries/regions to provide in country support for
tobacco tax reform and tax increases

« Strategic engagement with policy makers to build
technical capacity for tobacco tax policy

* Develop/disseminate resources (policy briefs, white
papers, etc.) on tobacco taxation to build knowledge
and support for tobacco tax policy

111 @tobacconomics



Finding Partners: What We Look For

« Established independent/credible organization with strong links to
MoFs and other relevant government agencies/officials

* Focus on economic issues that could include tobacco control

« Capacity to conduct rapid response, policy relevant research to
support efforts to tax increases/reforms

 Track record of working on economic policy issues and influencing
political decision makers

 Ability to work collaboratively with existing civil society organizations
* Independence from tobacco industry and its allies

 Ability to help organize/host local/regional strategic engagement
events with policy makers and other key audiences

@tobacconomics
i



Capacity Building Model

 Partnerships:
1. Capacity Building for research and dissemination—

« Technical Assistance and training for project implementation
(in person or webinar)

« Toolkits, webinars, in person training, etc. on core
competencies of economic analysis

« Assistance in strategic research translation and
dissemination in academic and policy forums

2. Grants Management—
« Scoping/selection of potential partners

« Contract development and maintenance, implementation
monitoring, financial/narrative reporting, auditing and
evaluation

i @tobacconomics



Core Competencies

« Advancing economic arguments for tax increases:

 Demand elasticity estimations using Household Expenditure survey data;
and/or time series data

« Simulation modeling of alternative tax structures/rates on revenues and
public health impacts

* Measuring distributional impacts of tax increases

* Quantifying economic costs (direct and indirect) of tobacco use and how
tobacco taxes can address these costs

« Countering economic arguments against tax increases:

« Macroeconomic impacts of tax increases, e.g., employment, economic
growth, supply chain analysis, etc. through I/O, CGE, and other models

» Understanding the dynamics of illicit trade by quantifying levels of illicit trade,
measuring trends, geographical areas of leakage, etc. using primary and
secondary data sources

 Development of Evidence Matrices

il @tobacconomics
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Featured Country Work: Pakistan

Partners:

— Social Policy & Development Centre, Karachi

— Pakistan Institute for Development Economics, Islamabad
Why?

— Both groups have high research capacity in economics and fiscal policy
as well as dissemination experience; only specialized training required

How?

— Remote scoping with Bl Partner consultation and Skype
interviews with 12 organizations (Sept 2017)

— In person interviews with 5 organizations and Bl Partner
consultation in Karachi, Lahore, Islamabad (Oct 2017)

— Three organizations invited to submit proposals; two selected

~ — Grant start dates for SPDC and PIDE: February 1, 2018



Featured Country Work: Pakistan

 \What?

— Research protocol design and approval (April 2018)
— Data acquisition (May 2018)

— Quality assurance on key messages, policy briefs and
report drafts (July-December 2018)

 In-person meetings: July 2018, October 2018, December 2018

* TA calls and emails: on-going

— Bl Partner consultations:

 In-person meetings: October 2017, February 2018, July 2018,
October 2018 (Dubai Bl Partners meeting); December 2018

« Email correspondence: on-going

« Bl Partner calls: monthly
51



Featured Country Work: Pakistan

Research Methodology Resources
Required

Bl R B s HHE analysis — Deaton - Household Expenditure
Toolkit

Training
Technical Assistance

Technical Assistance

Projecting impacts of tax Simulation modeling
changes on government

revenues and consumption

(PIDE)

Macroeconomic impacts I/O analysis
(SPDC)

Technical Assistance
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Featured Country Work: Pakistan

Pakistan Institute for Development Economics

* Report: Economics of Tobacco Taxation and Consumption in
Pakistan

* Brief 1: Higher Tobacco Taxes in Pakistan Could Increase Revenue
& Improve Public Health

 Brief 2: Tobacco Use in Pakistan

HIGHER TOBACCO

PPPPPP
TAXES INPAKISTAN U 5AIEF
COULD INCREASE

Tobacco POy
Usein
Pakistan

REVENUE & IMPROVE
PUBLICHEALTH

ECONOMICS OF
TOBACCO TAXATION
AND CONSUMPTION
IN PAKISTAN

taxes is incremental as.
lead 1o a

use of tobacco among the
Poor,  group that often lacks
1o health care and

‘wel as in health, due 1o

PAKISTAN INSTITUTE OF DEVELOPMENT ECONOMICS. ISLAMABAD



http://www.pide.org.pk/Research/Economics-of-Tobacco.pdf
http://www.pide.org.pk/pdf/PolicyViewPoint/Policy-Brief1.pdf
http://www.pide.org.pk/pdf/PolicyViewPoint/Policy-Brief2.pdf

Featured Country Work: Pakistan

Social Policy and Development Centre:
* Report: Macroeconomic Impacts of Tobacco Use in Pakistan;

 Brief 1: Tobacco Control in Pakistan: The Impact of Tax Reduction
Policy
 Brief 2: Role of Tobacco in Pakistan’s Economy: An Untold Reality

Social Poiy and Development Centre (SPDC). ‘SoctalPolcy and Development Ceatre (SPDC).

Macroeconomic Impacts Role of Tobacco in Pakistan’s Economy: Tobacco Control in Pakistan:

= An Untold R The I Tax Reduction Poli
of Tobacco Use in eality e Impact of Tex on Policy
= Etredacten Cigarette production’s share in
Pakistan ‘ 1%
yment is 0.3 %. conchuded Therefore,
e o AT 14
SR e s i
e
S TS e =
= - =t
:
— & i
e e
-

clean indoor air policies, restrictions on marketing. cigarette industry ¢
‘etc. Effective and optimal tobacco taxation is not only.
0ed 10 redce the prevelence of tobacco Pakis bacco
consumption but also to generate revenues Some Facts

— il eiorrprla orie o
total value of crop sector, and only ‘countries, tobacco s not a major crop in Pakistan. It
0.03% of agricultural employment ‘accounts for only les than half (042) per cent ofthe
(8.200 persons). | ol vale of agricuuralprodce, 025 the ot

SOCIAL POLICY AND DEVELOPMENT CENTRE

‘SPDC Policy Brief | www.spdc.org pk Page



http://www.spdc.org.pk/Publication_detail.aspx?sysID=841
http://www.spdc.org.pk/Publication_detail.aspx?sysID=843
http://www.spdc.org.pk/Publication_detail.aspx?sysID=842

Featured Country Work: Pakistan

Dissemination
« 34th Annual conference of the Pakistan Society of Development Economists,

December 12-14, 2018

Business Recorder, A Case Against Multi-Tier Tobacco Taxation, December 17,
2018

The News, PIDE Study Casts Doubt on Tobacco Taxation Regime, December 15,
2018

Dr. Asma Hyder Baloch, Member Social Sector & Devolution, Ministry of
Planning Development & Reforms: “We will use this research in our strategy to
combat NCDs for the next five-year plan.”

Mr. Zaheer Qureshi Secretary, Sales Tax & Federal
Excise Budget, Federal Board of Revenue: “We need
more research like this to verify information given to us
by the tobacco industry.”

Bl Partner, Fouad Aslam, The Union: “This research
has moved the tobacco tax debate forward in Pakistan.”



https://www.youtube.com/watch?v=bTeXx6nzdwc
https://www.brecorder.com/2018/12/17/459524/a-case-against-multi-tier-tobacco-tax-regime/
https://www.thenews.com.pk/print/405890-pide-study-casts-doubt-on-fbr-s-tobacco-taxation-regime

Featured Country Work: Pakistan

Pakistan — 2019-2020

Methodology Resources Required

e Sl e[ el 1 & Primary data collection Technical Assistance
Smoking (PIDE) Training

Technical Assistance

SV e = EV e e e ELTA ) Primary data collection

Technical Assistance

1y Rl AT ET (<08 Secondary data analysis
through Under-reporting

Macroeconomic Impacts CGE Modeling
Analysis (SPDC)

Technical Assistance
Training
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Featured Regional Work:
Southeastern Europe

* Partner:

— Institute for Economic Sciences, Consortium Coordinator
« Why?

* Regional consortium model where all think tanks work on the same topic

» Good partner think tank with stronger research and dissemination capacity
 How?

— Remote scoping, Bl Partner consultations and Skype interviews with 20
organizations (July-August 2017)

— In person interviews with 10 organizations in the region (Sept 2017)
— Two organizations invited to submit proposals; IES selected

- — Grant start date: December 1, 2017
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Featured Regional Work:
Southeastern Europe

Who?

e |nstitute for Economic Sciences, Serbia, Consortium
Coordinator

— Development Solutions Associates, Albania

— Center for Project Management and Entrepreneurship,
Faculty of Economics, University of Banja Luka, Bosnia &
Herzegovina

— Faculty of Economics, Business and Tourism, University of
Split, Croatia

— Centre for Political Courage, Kosovo
— Association for Policy Research “Analytica”, Macedonia
.. — Institute for Socio-Economic Analyses, Montenegro
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Featured Regional Work:
Southeastern Europe

What?

— Research protocol design and approval (May 2018)
— Data acquisition (June 2018)

— Quality assurance on policy briefs and report drafts (October-
December 2018)

* In-person meetings: February 2018, May 2018, June 2018 (HES training),
September 2018, December 2018

« TA calls and emails: on-going

— Bl Partner consultations:
* In-person meetings: May 2018, December 2018
« Email correspondence: on-going
« EURO calls: bi-monthly
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Featured Regional Work:
Southeastern Europe

Southeastern Europe - 2018

Research Methodology Resources Required

Household Expenditure Toolkit
Training
Technical Assistance

Demand elasticity estimates HHE analysis — Deaton
Time-series analysis

Technical Assistance

I Ry L CR G R b @ E [ -3l Simulation modeling
on government revenues and

consumption
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Featured Regional Work:
Southeastern Europe

Research examined the effect of tax and price on demand for tobacco
products in each country.

» National reports and policy briefs
* Local policy dialogues
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Featured Regional Work:
Southeastern Europe

 Regional conference:

December 2018

— Ana Mugosa, ISEA: “Before we
only had speculation about the
effectiveness of tobacco taxes in
Montenegro, now we have solid
research.”

— Zeljana Aljinovic Barac,
University of Split, tells the story of
the recent tobacco tax increase of
10% per year for the next 3 years
after holding a national round
table with policy makers to present
their research findings.

roatian tobacco market (2017)
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http://tobaccotaxation.org/uncategorized/events/

Featured Regional Work:
Southeastern Europe

Southeastern Europe — 2019-2020
Methodology Resources Required

Estimate prevalence
elasticity of demand;
Estimate elasticities of
demand by income group

- Technical Assistance

HES data analysis - Training
- HES Toolkit

Estimate smoking

prevalence and level and

(1 [ ENCIR EVEEVEE ] Iy [« B Primary survey data analysis
avoidance across the

region.

- Technical Assistance
- Training
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Indonesia

Think tank Current Delivery Date |Future Research |Est. Delivery
partner Research Date

VL | lcit trade March 2019
Estimation

Tax legislation

framework for

CIE Vel tobacco industry March 2019
and potential

leakages

Estimation of the
direct economic
costs of smoking
and who pays

December 2019
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Vietham

Think tank [Current Delivery |[Future Research Est. Delivery
partner Research Date Date

lllicit Trade Estimating individual responses to
DEPOCEN M =S3i[gElile])) ;g;a;uary introduction of a specific tax on ch(;)e1rgber
(survey) cigarettes

Supply-side examination of the

tobacco industry, key players, and

the joint venture requirements with December
the national state-owned monopoly

and how this might shift with 2020
economic liberalization /

privatization

Follow up to the illicit trade study =~ December
after tax increase 2020

lllicit Trade

Estimation February
(secondary 2018
data analysis)




Bangladesh

Think tank |Current Delivery |Future Research Est. Delivery Date
partner Research Date

Demand
elasticity April 2019
estimates

Projecting

impacts of tax

changes on April 2019
government

revenues and
consumption

Projecting impacts of tax
Ark changes on government
Foundation revenues and
consumption

December 2019



Latin America

Think

011 | Demand elasticity March
L0010,/ | estimates (PER, ECU, 2018
N o MEX AR, BR)

March
2018

Projecting impacts of
tax changes on
government revenues
and consumption (PER,
ECU, MEX, AR, BR)

Distributional impacts  March
of tobacco tax 2018
increases (MEX)

Supply-chain analysis March
of tobacco industry 2018

(BR, AR)

i Current Research Delivery |Future Think |Future Research Est. Delivery
tank Date Tank Partner Date
partner

o\ o) Simulation of tax December
changes impacts on 2019
revenues, equity

o =200 5| Extended Cost-Benefit December
Analysis 2019

UCB - Brazil Extended Cost-Benefit December
Analysis 2019

CEDLAS - Extended Cost-Benefit December

2019

Argentina

Analysis



Comparing Regional Models:
LATAM v. SEE

* Consortium v. Open Call for proposals
* Regional or national-level organization
* Need for more direct interaction with partners

* More engagement in the process to ensure
quality

* Having a group in the middle more problematic

« Working directly with think tanks in selected
countries is a better model for capacity building



Strategic Engagement

Economic & fiscal policy circles

— UN/ECLAC Annual Fiscal Conference (Santiago,
Chile, March 2018; March 2019)

— VEAM (Hanoi, Vietnam, June 2018, June 2019)

— IMF/WB Annual Meetings (Bali, Indonesia, October
2018)

— LACEA (Guayaquil, Ecuador, November 2018)

PRAKARSA

PRAKARSA and the Health
of Illinois at Chicago (UIC) are
Civil Society Policy Forum on A

SIN TAXES POLICY REFORM

policy tools to improve health behaviors and increase
financing for health with the aim of achieving SDG 3

Civil Society jaderaton
. Ah Maftuchan
Policy Forum

Panelist |
Prof. Frank Chaloupka

Panelist Il
Laura Rossouw

October, 12th 2018
Bali, Indonesia

© Panelist Il
Jeremias N. Paul Jr

Panelist IV
Nasruddin Djoko
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Strategic Engagement

* Integration of Think Tanks into the tobacco control space

— NCI/CTFK/UIC Workshop on Tobacco Economics (Warsaw,
Poland, May 2018)

— APACT (Bali, Indonesia, October 2018)
— SEE partners/ENSP meetings (Mary 2019)
— PAHO regional tobacco control meetings (July 2019)

« +




Tobacconomics Resource Hub

* Global, regional
« White papers

oba.cconomms

Policy Brief | August 2018

Tobacco Taxation Can Reduce Tobacco
Consumption and Help Achieve
Sustainable Development Goals

Introduction
Asubstantial

tobaceo use on sustainable development. The
United Nations (UN) 2030 Agenda for

ustainabl

tobacco products i the single most effctve vy

prices

targets. One of those targets focuses specifically
s p A

by 10% ca

on The FCICis an

in
countries (LMICs).*

the World Health Organization (WHO). It
i d supply of

tobacconomics

Economic Research Informing Tabacco Control Pelicy

Poliey Brief | October 2011

Tobacco Taxes & Government Revenues

Increasing Tobacco Taxes Significantly Will Increase Revenues

Introduction
Tobacco use s the leading cause of preventable
ing for about 7 million

Impact of Tobacco Taxes on
Consumption & Revenues

nm

tobacconomics

Policy Brief | March 2018

The Economics of Tobacco and
Tobacco Control in Latin America

Based on U.S.

S. National Cancer Institute & World Health Organization’s

The Economics of Tobacco and Tobacco Control, 2016.*

Introduction

\mhso%»llkwoﬂdsslmhlslnr Tow-
(LMICS), incuding

Tobacco Control Programs Work in
Latin America and Globally

cell-designed, and well-

127 milhun in the Region of the
Central and South America). Annually, tobaceo
use causes 1 million deaths in the Region of the
Americas and that number s expected to

a help
improve knowledge about tobacco use and
prevent tobacco use. These programs and
campaigns can make quitting tobacco use, or

sign

 the “normal”

American health systems in 2015 was
USS 34 billic r

i “denormalize” any form of tobacco
use. Graphic warning labels are especially crucial
r tobacco’s health risks

increases the Tetail

deaths each year. Reducing this deathtoll can be
! ; - can b

e cftobaco, nich it redces tobaceo

: o that i
nma(mlmmum The global economiccosts
d lost

the Addis Ababa Action Agenda of the Third
. e fo

siq
rillion dollars.%

o
ontobaceo can be an effective and important
‘means to reduce tobaceo consumption and

‘harmfol
healtheare, there is a noticeable international
movement recognizing the harmful effects of

cing
countries”.

Raising tobacco excise tax by 1 International Dollar (about US$ 0.80)

in all countries would:

[ 42% | 4% |
Lvsumllmn Million

oo rers
==
e
U a1 billon.
Source: WHO
Tobacconomies Peliey Beief | v

Global increasein Reduce smoking
public ealth prevalence by 9%,
expenitures representing 66M

Tewer smokers.

In Latin A as in other pas
common knowledge of the impact of tobacco use

Uruguay, Brazil, and Mexico
shows that health warning labels have the most
impact when they are prominent and include

country-specific policy briefs

b=

tobacconomics

fitc

Policy Brief | April2018

Tobacco Products Are Becoming
Increasingly Affordable in Bangladesh

Introduction

Increasing the price of tobacco products through
higher taxes is widely recognized as an important
policy for reducing tobacco use. It also raises tax
revenues. One key challenge, however, is that

affordability of tobaceo products iswhat matters

ility is the price of tobaceo

pmducu in relation to the income of tobacco
users. So even if prices go up via higher taxes, if
incomes have risen at a greater rate, the impact
of increasing taxes is reduced, or even

eliminated. Thus, it important not simply to

iieved on of it the relationship between. on health, and the costs of tobacco use borne by emotionally engaging imagery.' Smoke-free
‘policies, including smoke-free air laws; prominent pnmsamlmnsumpuonthmughxmmsnre -users, is pr policies protect harmful
‘graphic Tabels; bans on demand,” or the Th of posu
advmm;,pmmW and sponsorship; and resulting harmful nature of tobacco Mexico shows that these policies do not have a
‘These change in price. Even though products. This represents a failure of the market  negative impact on restaurants and other
pnhm mﬂf,mtﬂmsnglemnsr effective way to h:ghemga-eﬂe tzxesmd ‘prices reduce for tobacco and provides a rationale for establishments covered by smoke-free policies.
price
mw‘mﬁ ; consug el In countries where governments have
tobaceo taxes and prices. Higher taves lower mul(mx'lrssdunpmpomtmzlﬂechmm This Polkcy Brief nd i =i i
overall tobacco use, Jead current users to.quit, smoking pr
‘prevet young people from taking up tobacco use, gmeranyhemmﬂqandﬂs,m policies in Latin America, with a special declined rapidly. In Uruguay, for example, adult
and rechuce the negative health and ic thalfnrwu'y1wélmmsempnm(mm]m tobace taxes. smoking prevalence rates declined from 39% to
tob: 29.7% for males, and from 28% 1019.1% for
o I mbym‘mmm%; females, between 2003 and 2011.5 wd
gmmtmvmue,whdlmb&\m&dloi\mﬂ ‘Thus, higher tobacco taxes are good for improve public health.
‘health, healthcare and other economic Tevenue, because a 10% increasein
development nitiatives, The tobacco industry price does not resultin a 10% reduction in
ion. In other words, even though
increasesin ll not result in the percentage
increases in revenues. They argue thatincreasesin  increase in the excise tax per unit s greater than
taxes will result in substitution to cheaper, less: ﬂ]epemm_‘ﬂage decrease in tobacco consumption.

taxed or lci cigarettes; or alternatively that

pricedasticiyy

enough to resultin a Teduction in revenues.
“This policy brief examines the impact oftobacco

thalthenamng]mmperlmﬂudtnhzmms
$1.00, including the tax which is 37 cents, Le,,
‘median in

‘taxes on tobacco consumption and revemues. It thetaxis 37%of the price (global

shows that concerns about increases intaxes 0t 2016). At hat price, assume that there are sales
increasin ided; infact, this  of 3,000 ci This would generate $370in
‘policy brief shows that at currentleves, tobacco tax revenues. Ifthe tax doubles, it goes

inereases in taxes will almost always
result in increases in revenues.

Tobaecorsexics Policy Brief | 1.

up frem 3710 74 cents, and if the tax increase is
fully shifted to the consumers, then the new

butto increase taxes so much that
the price of tobacco products increases
over and above the rate of inflation and income
growth. This strategy would make tobacco
products les affordable over time, reduce

nd

International Tobacco Control (ITC) Bangladesh

Survey of tobacco users and non-users conducted

in 2009, 2010, 2011-12, and 2014-15. Self-

reported data on prices of tobacco products paid

in Ihe last purchase, household income and olha‘
hold

also came from the four waves of surveys.

Excise taxes for cigarettes, bidis and smokeless
tobacco products over the study period were
obtained from the National Board of Revenue
(NBR) of the Government of Bangladesh.

The affordability index, or the Relative Income
Price (RIP) is the ratio of hundred times the price
per unit of tobacco product divided by the per
capita annual household income. The lower the
value of RIP, the more affordable the tobacco
products are. This measure of affordability of

is widely used to evaluate
progress i tobacco taxation in low- and middie-
ies (LMICs), ially in countries

‘This Policy Briefis based on a
recently published research paper examining
affordability trends of cigarettes, bidis and

smokeless tobacco products in Bangladesh, a

that are experiencing rapid economic growth.

Based on this measure, the trends in affordability

of cigarette, bidi and smokeless tobacco products
P T T

country that graduated from k tolower
middle-income status in 2015."

Methods

‘The data for this study came primarily from four
waves of the nationally-representative

71

controlled for individual-specific demographic
and socio-economic characteristics. The trend in
affordability of cigarettes was determined by
brands categorized into four price and tax tiers—
premium, high, medium, and low.
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I"" Economic Research Informing Tobacco Control Policy

Thank you!
tobacconomics.org

@tobacconomics

SUBSCRIBE TO OUR
NEWSLETTER

CHECK OUT OUR BLOG
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