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"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
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Figure 4.2 Percentage Change in Real Cigarette Prices Versus
Percentage Change in Per Capita Consumption of Cigarettes,

1996—-2011
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Adult Smoking Prevalence & Price

Brazil, Inflation Adjusted, 2006-2013
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Monthly Quit Line Calls, United States
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% Ever Smokers Who Have Quit

Cigarette Prices and Cessation
US States & DC, 2009
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Cigarette Price & Youth Smoking Prevalence
Chile, 2000-2015
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Price, Consumption & Lung Cancer, France
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| SYSTEMATIC REVIEW |

The Impact of Prices and Taxes on the Use of Tobacco
Products in Latin America and the Caribbean

| G. Emmanuel Guindon, PhD, Guillermo R. Paraje, PhD, and Frank J. Chaloupka, PhD

We examined the impact of
tobacco prices or taxes on
tobacco use in Latin America
and Caribbean countries. We
searched MEDLINE, EconlLit,
LILACS, unpublished litera-
ture, 6 specialty journals, and
reviewed references. We calcu-
lated pooled price elasticities
using random-effects models.

The 32 studies we examined
found that cigarette prices have
a negative and statistically sig-
nificant effect on cigarette con-
sumption. A change in price is
associated with a less than pro-
portional change in the quanti-
ty of cigarettes demanded. In

AMONG THE MANY CHAL-
lenges facing health systems in
low- and middle-income countries
(LMICs) is the increasing burden
of noncommunicable diseases. In
2010, more than one third of the
34.5 million deaths attributed to
noncommunicable diseases oc-
curred in LMICs.! Tobacco use—
a major risk factor of noncommu-
nicable diseases—is worryingly
high in many Latin American
countries. Chile, for example, has
one of the highest smoking prev-

prices or taxes on tobacco use in
countries of Latin America and the
Caribbean. We paid particular at-
tention to the data and statistical
approaches used.

METHODS

In the development and opera-
tion of the review, we used as
a methodological guide the As-
sessment of Multiple Systematic
Reviews (AMSTAR) assessment
measurement tools developed by

A

quality of the data and methods
used in each study. We did not use
quality scales for assessing quality
or risk of bias, as empirical evi-
dence does not support them
(different scales often result in
different conclusions, scales may
include criteria that are not related
to risk of bias, weighting may be ill
justified, and the interpretation of
numerical scores can be difficult);
the Cochrane Collaboration explic-
itly discourages quality scales.””

Source: Guindon, Paraje, and Chaloupka, American Journal of Public Health, 2015
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Increasing Elasticity with Increasing
Price — U.S. TUS-CPS Data
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Price & Other Tobacco Product
Use

 Consistent evidence on own-price effects
— Generally find demand for OTP and vaping products more
responsive to price than cigarette demand

 Mixed evidence on substitution among various

products

— Greater substitution among more similar products (e.qg.
cigarettes and other combustibles)

— Some evidence of substitution between cigarettes and
vaping products

— Weak evidence of complementarity between combustibles
and other non-combustibles

i www.tobacconomics.org



Effectiveness of Tobacco Taxes

Chapter 4, Conclusion 1:

) NATIONAL CANCER INSTITUTE

A substantial body of

research, 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

WORLD NEALTH ORGANGATION single most consistently
effective tool for reducing
tobacco use.

i @tobacconomics



Tobacco Taxes &
Tobacco Tax Revenues



Taxes & Tax Revenues, South Africa

Excise Tax per Pack and Excise Tax Revenue
South Africa, Inflation Adjusted, 1961-2012
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Cigarette Excise Tax, 1000 Sticks

Cigarette Tax and Tax Revenues
Ukraine: 2008-2015

Average excise rate for cigarettes — increased 10-fold
Cigarette Tax Revenue — increased 6-fold
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Prices, Consumption & Revenues, Brazil

Cigarette Prices, Sales, and Excise Revenue
in Brazil (2000-2013)
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Prices, Consumption & Revenues, Mexico

Cigarette Prices, Sales, and Government Revenue
in Mexico (2007-2011) -
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Positive Effect of Tax Increases on
Revenues Results from:

Low share of tax in price:

» Globally, excise taxes account for less than half of price, on
average

o If 50%, doubling of tax implies a 50% rise in price, if fully passed
on to consumers

Less than proportionate decline in consumption:

* 10% price increase reduces consumption by 5% on average, in
LMICs

* 25% drop in consumption
» 75% of original consumption at twice the tax
* 50% increase in revenues

i www.tobacconomics.org



Tobacco Taxes Popular Way to
Generate Revenue

 Tobacco Excise Tax Increases:

» Generally supported by the public

* Including significant number of smokers

* More support when some of new revenues are
used to support tobacco control and/or other
health-related activities

« Greater support than for other revenue sources

i www.tobacconomics.org



Support for 20% Price Increase
Non-Smokers, 2010
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Support for 20% Price Increase
Current Smokers, 2010

70% -
60%
50%
40%
30%
20%

10%

0%
o
i\”}* \‘bo
Q9

B Strongly Support @ Moderately Support

. > @ @ @ @ 2
R S & &S MR
N o © 4 @ @
o v O v o <

“
N

i www.tobacconomics.org Source: Gallus, etal., 2012



Earmarking Tobacco Tax
Revenues

e Using a portion of tobacco tax revenues to
support other tobacco control and/or health
promotion efforts
— Increases public support for tax increases

e Including among many smokers

— Increases the health benefits of tobacco tax
INncreases



Earmarked Tobacco Taxes
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Earmarked Tobacco Taxes
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State Tobacco Control Program
Funding and Youth Smoking Prevalence,
United States, 1991-2009
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Economic Impact of
Higher Tobacco Taxes



Smoking-Attributable Spending as Share of Total Health
Expenditures, 2012, by Income Group and WHO Region
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Smoking-Attributable Health Care Expenditures
Region of the Americas

i Source: PAHO 2016



Economic Costs of Smoking-Attributable Diseases as
Share of GDP, 2012, by Income Group and WHO Region
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Tobacco Taxes and Jobs

Tobacco industry argues that production
and consumption of their products makes
a significant economic contribution

« employment in farming, manufacturing,
distribution, retailing, and related sectors

« multiplier effects as income earned in these jobs is
spent on other goods & services



Tobacco 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 products

* Results in loss of some jobs dependent on production of
tobacco products

* |gnore the net impact:

 Money not spent on tobacco products will be spent on other
goods and services

 Newl/increased tax revenues spent by government

« Offsetting job gains in other sectors



Tobacco Control and Overall
Economic Activity

e Chaloupka & Peck (2009)

o Adaptation of Murphy & Topel (2003) assessment of the
broader economic impact of medical research

* Accounts for increased life expectancy, improved productivity
resulting from improvements in health

« We estimated impact of reductions in cigarette smoking in the

U.S. in the 40 years following the 1964 Surgeon General’s
report

« Estimate that by 2004, increased economic activity by $300-
$700 billion; (equivalent to 2.4% - 5.7% of GDP)



Figure 17.3 Tobacco Control Policies and Cost Per Healthy
Life-Year Gained, by WHO Region
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Figure 17.2 Tobacco Control Policies and Cost Per Healthy
Life-Year Gained, by Country Income Group

900
350 >

30|

4300 [

4200 |
& 4100 S
£ 1,000 50 [
9 45
- l _ 40
g 35
g
(&)

Cost per HLYG (Intl.$
(]
o

151
10
5t
200} o LN - I_L
Advertising ban Raise taxes
Brief intervention Smoke-free protectlon Warnlng labels Advemsmg ban Raise taxes

M Low-income (n=30) ~ Lower middle-income (n=39) M Upper middle-income (n=45) M High-income (n=46)

Notes: HLYG = healthy life-year gained. Country income group classification based on World Bank Analytical Classifications for 2014.
Source: Based on calculations from World Health Organization CHOICE model, 2016.

m NATIONAL CANCER INSTITUTE

38



Summary



Summary

Significant tobacco tax increases single most
effective way to reduce tobacco use

Generate significant new tax revenues in short
to medium term

Reduce health care spending
Improve health and productivity

Tobacco tax increases (and other tobacco
control measures) are good for economies



For more information:

flc@uic.edu

www.tobacconomics.org
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