


§ Tobacco taxes benefit the poor and young people 

as well as generate more public revenues.

§ Over the long term, higher taxes on tobacco result 

in the generation of higher individual income, 

enhanced well-being and living conditions, especially 

among the poorest sectors of society. This is because 

tax increases reduce tobacco consumption, and the 

reduction is relatively larger among low-income 

households. 

§ In 2015, diseases related to tobacco represented a 

direct cost of around 0.75% of the GDP in Argentina. 

Put in perspective, that nation dedicated 0.5% of its 

GDP to the Asignación Universal del Hijo (Universal 

Child Allowance) program, its largest income transfer 

program dedicated to fighting poverty (UNICEF, 2017).

§ Traditionally, analyses of the impact of tobacco 

taxes have only taken into consideration the burden of 

the taxes on household resources; they have not 

examined the indirect effects of higher taxes. This 

research incorporates indirect effects and finds the 

following: 

¨ Reduced consumption of tobacco products results in 

better health, lower medical expenses, longer life 

expectancy and more time for income-generating 

activities. 

¨ Faced with a tax increase that results in a 20 percent 

increase in the price of cigarettes, the poorest decile 

of households would save 4 percentage points of their 

income; these savings are derived primarily from 

decreased medical expenses and higher labor 

income.

¨ Young people (ages 15-24) are the most impacted by a 

change in the price of cigarettes. Duplicating the price 

of a pack of cigarettes reduces the number of smokers 

in the overall population by 3%, but among this age 

group the reduction is 6.5%. 

1  De acuerdo con la Organización Mundial de la Salud (OMS) una de cada 

diez muertes en el mundo es atribuible al uso de tabaco (WHO, 2017).

MAIN POINTS 

CONTEXT
Tobacco use represents a major obstacle to 

development for countries around the world. In addition to 

being the leading cause of preventable death, smoking-

related diseases cost billions of dollars every year. They 

impose high economic costs in terms of direct medical care 

as well as losses in productivity (WHO 2015b).   Increasing 

the tax on tobacco is considered one of the most effective 

methods of removing this obstacle. When the higher tax 

leads smokers to reduce consumption or quit smoking, their 

health improves. Even when the tax does not result in a 

change in behavior and individuals continue to smoke, the 

government has a strong and justifiable source of income. 

A common objection to tobacco taxes is that they tend to 

fall disproportionately on lower income families, as these 

households usually allocate a significantly higher 

proportion of their income to tobacco spending. This 

objection is grounded in at least two faulty assumptions: i) 
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