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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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Tobacco Taxes
&

Tobacco Use



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

Sources: EIU, Euromonitor, and World Bank
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Figure 4.2 Percentage Change in Real Cigarette Prices Versus 
Percentage Change in Per Capita Consumption of Cigarettes, 
1996–2011

Note: Country income group classification based on World Bank Analytical Classifications for 2011.
Sources: Economist Intelligence Unit 2012.31 ERC Group 2011



Adult Smoking Prevalence & Price

Sources: Ministry of Health, Brazil; EIU; World Bankwww.tobacconomics.org
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Source: BRFSS, Tax Burden on Tobacco, 2010, and author’s calculations

y = 0.0283x + 43.083
R² = 0.371
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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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Source: Guindon, Paraje, and Chaloupka, American Journal of Public Health, 2015



Source: Guindon, Paraje, and Chaloupka, American Journal of Public Health, 2015



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.g. 
cigarettes and other combustibles)

– Some evidence of substitution between cigarettes and 
vaping products

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

www.tobacconomics.org



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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Tobacco Taxes & 
Tobacco Tax Revenues



Taxes & Tax Revenues, South Africa

Sources: Blecher & Van Walbeek, 2014
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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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Prices, Consumption & Revenues, Brazil

Source: Campaign for Tobacco-Free Kids



Prices, Consumption & Revenues, Mexico

Source: Campaign for Tobacco-Free Kids



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
• 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

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

www.tobacconomics.org



Source:  Gallus, et al., 2012

Support for 20% Price Increase
Non-Smokers, 2010
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Source:  Gallus, et al., 2012www.tobacconomics.org

Support for 20% Price Increase
Current Smokers, 2010
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Earmarking Tobacco Tax 
Revenues

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

• Including among many smokers
– Increases the health benefits of tobacco tax 

increases
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Earmarked Tobacco Taxes
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Earmarked Tobacco Taxes



Source:  ImpacTeen Project, UIC; YRBS
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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

Source: Goodchild, et al., 2017



Smoking-Attributable Health Care Expenditures
Region of the Americas

Source: PAHO 2016



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

Source: Goodchild, et al., 2017



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



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

• Ignore the net impact:
• Money not spent on tobacco products will be spent on other 

goods and services

• New/increased tax revenues spent by government

• Offsetting job gains in other sectors



Tobacco Control and Overall 
Economic Activity
• Chaloupka & Peck (2009)

• 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)
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Figure 17.3 Tobacco Control Policies and Cost Per Healthy 
Life-Year Gained, by WHO Region

Note: HLYG = healthy life-year gained.
Source: Based on calculations from World Health Organization CHOICE model, 2016.
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Figure 17.2 Tobacco Control Policies and Cost Per Healthy 
Life-Year Gained, by Country Income Group 

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.



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

Summary



For more information:

fjc@uic.edu
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