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Impact of Tobacco
Tax Increases



"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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Cigarette Price & Consumption
Mexico, 2001-2014, Inflation Adjusted

Sources: EIU, Euromonitor, and World Bank
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Cigarette Price & Per Capita Consumption
Chile, 2001-2014, Inflation Adjusted

Sources: EIU, Euromonitor, and World Bank
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Adult Smoking Prevalence and Price
Brazil, 2006-2016, inflation adjusted

Source: Ribeiro and Pinto, 2019
www.tobacconomics.org
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Source: BRFSS, Tax Burden on Tobacco, 2010, and author’s calculations

y = 0.0283x + 43.083
R² = 0.37104
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Source: Paraje, 2017

Cigarette Price & Youth Smoking Prevalence 
Chile, 2000-2015
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Price, Consumption & Lung Cancer, France

Sources: Jha & Hill, 2012
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Effectiveness of Tobacco Taxes
Chapter 4, Conclusion 1:

A substantial body of 
research, which has 

accumulated over many 
decades and from many 

countries, shows that 
significantly increasing the 

excise tax and price of 
tobacco products is the 
single most consistently 

effective tool for reducing 
tobacco use. 
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Cigarette Tax and Tax Revenues
Ukraine: 2008-2015

Average excise rate for cigarettes – increased 10-fold
Cigarette Tax Revenue – increased 6-fold

Source: Syvak and Krasovsky, 2017
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Oppositional Arguments
---

Myths & Facts



Oppositional Arguments

• Massive job losses as tobacco use falls in 
response to increased tobacco taxes

• Poor adversely affected by higher tobacco 
taxes

• Increased tax avoidance and tax evasion in 
response to higher taxes
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Tax Avoidance & Evasion Do NOT 
Eliminate Health Impact of Higher Taxes

Source:  Schroth, 2014@tobacconomics



Sources: Joossens, et al., 2000; Merriman, et al., 2000

Source: World Bank, 1999
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Cook County Cigarette Tax and Tax Revenues - FY01-FY06
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Source: World Bank, 1999

Cigarette Tax Revenue and 
Consumption in Sweden, 1970-1998
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Illicit Cigarette Market Share
& Cigarette Prices, 2012
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– Corruption
– Weak tax administration
– Poor enforcement
– Presence of informal distribution networks
– Presence of criminal networks
– Access to cheaper sources 

Determinants of Illicit Tobacco 

www.tobacconomics.org



Smuggling and Corruption, 2011
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Estimated Volumes of Cigarettes Consumed in 
the U.K. – Duty paid, illicit, and cross-border 
shopping, 2000-01 – 2013-14

Source:  HM Revenue & Customs, 2014
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Combating Illicit Tobacco Trade
• Illicit 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

www.tobacconomics.org



Control of Illicit Tobacco Trade

Major Conclusion #5:
Control of illicit trade in 
tobacco products, now 
the subject of its own 
international treaty, is 
the key supply-side 

policy to reduce 
tobacco use and its 

health and economic 
consequences. 
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UIC and the 
Bloomberg Initiative 



Bloomberg Initiative – UIC

@tobacconomics

• Build capacity of ‘think tanks’ in selected priority 
countries and regions to provide local evidence 
to support tobacco tax reforms and tax 
increases

• High-level engagement with decision makers to 
build technical capacity and political support for 
tobacco tax policy

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



Technical Assistance
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• Recent estimates suggest significant market share for illicit cigarettes in 
Brazil

• Illicit share rising over time

Illicit Trade in Brazil

www.tobacconomics.org |           @tobacconomics

Source:	Szklo	et	al.,	(2018)



Adult Smoking Prevalence and Price
Brazil, 2006-2016, inflation adjusted

Source: Ribeiro and Pinto, 2019
www.tobacconomics.org
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• Recent declines in tobacco tax revenues
• From falling consumption and/or rising illicit trade?

Tax Revenue in Brazil

www.tobacconomics.org |           @tobacconomics

Source:	Tobacconomics (2019)
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Inputs vs output trends
• Clear discrepancy between domestically available raw tobacco (input) and 

tax-based cigarette production (output) in Brazil. 

• Growing difference over past decade

• Tax evasion by domestic firms?

Source:	FUNCEX	(2018).
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Brazil, Paraguay & Inputs into 
Cigarette Production

Source:	FUNCEX	(2018).

• Brazil is key supplier of cigarette inputs for Paraguay
- Brazil accounts for 35% of Paraguayan tobacco imports (mostly raw 

tobacco)
- Brazil is the source for 26.5% of Paraguayan filament tow since 2005.
- Brazil is the source for 27% of Paraguayan paper for cigarettes.

2000 2005 2010 2015 2016 2017

Tobacco and tobacco 
products

(24.01, 24.02 and 24.03)
1st 7th 1st 1st 1st 2nd

Cigarette filter (48.13) 4th 2nd 2nd 2nd 2nd 2nd

Cigarette paper (55.02) 2nd 8th 2nd 2nd 2nd 1st



• Create track-and tracing mechanisms for cigarette inputs, including 
acetate tow and raw tobacco production, imports and sales, 
expanding SRFB SCORPIOS system

• Increase surveillance on the Paraguayan border: Besides focusing of 
illicit cigarette flows from Paraguay to Brazil, Federal Police 
operations should also focus on illicit raw inputs flows from Brazil to 
Paraguay.

• Improve the understanding of the Paraguay/Brazil cigarette 
production chain

• Strengthen law enforcement on illicit activities: Not only illicit trading 
but also illegal production and tax evasion

www.tobacconomics.org |           @tobacconomics

Policy Recommendations



• Increases in cigarette taxes and prices have led to 
reductions in smoking prevalence and tobacco-
attributable deaths, diseases and economic costs

• Strengthening tobacco tax administration will enhance 
the effectiveness of future tax increases, both for 
reducing smoking and increasing tax revenues

www.tobacconomics.org |           @tobacconomics

Conclusions



THANK YOU!
For more information:

Tobacconomics
http://www.tobacconomics.org

@tobacconomics
fjc@uic.edu

www.redsudamericana.org


