Tobacco and the Economy
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Tobacco Consumption in

Kazakhstan
Smoking 2002:

Male 46,5 % Female 7,6%
prevalence 2003 (GYTYS):

Boys 1/%; Girls 9% (rapidly increasing)

Smoking attributable are increasing:

from 14 900 (1985) to 18 600 (1995) and to 25 000
(2004)

spent on tobacco Is also
INcreasing:
2,4% 1n 1997 (348 T), but 4,7% 1n 2004 (1609 T)



Data on Mortality dueto COPD
In 1990’ s
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Data on Mortality dueto Lung
Cancer in 1990’'s

LATEST DATA ON MORTALITY DUE TO
LUNG CANCER IN EVROPE
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Average Life Expectancy
INn Poland and Kazakhstan 1989-2002
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Healthcare Costs from Smoking

Annual (gross) healthcar e costs:

In Europe, in
Hungary about 3% of GDP, In
Australia 2 — 3,4% of GDP

proportionally smilar in lower -
Income countries



Tobacco Consumption Reduces

GDP Growth
From 1965 to 1990, by 10% pointsin 52
OECD countries
Thishealth improvement growth by 0,23%
per year

If adult male survival in FSR werethat of OECD
countries, annual growth ratesover thelast three decades

1990 per capita income:

Actual $2 700
With better male survival $3 000
-12% higher

- $140 000 000 000 gr eater



Employers Bear Cost of
Employees Smoking

M ore employee

Higher

Decr eased on-the-job

ncr eased duetoill health
Higher

Higher risk of damage, explosions and other

accidentsrelated to smoking

Cost estimates: per smoking
employee in the US



Higher Tobacco Taxes Can
|mprove Public Health

of smoking among young
adult and youth smoking
(quitting)
cigarette among
continuing smokers



Resear ch Evidence

In the price of cigarettesreducesthe

number of smokers but
countries
Impact isup to compared to a
short run impact
areup to to cigaretteprice

changesthan adults (USA)
10% increasein the price of cigaretteswill reduce

smoking rates among by 7% (USA)
smokers are 4x than
higher income smokers, smokers

overall on cigarettes (GB)
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Cigarette Prices and Consumption Show
Opposite Trendsin Hungary

Real Cigarette Price and Consumption Per 15+ in

Hungary, 1987-1999
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Cigarette Tax I ncreases Result In
Higher Tax Revenues

—=—real tax —e—real revenues

Source: ImpacTeen, 2002



Higher Taxes= Higher Budget Revenue;
Evidence from Poland

Real Tax Revenues
(Millions PLN)
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Thailand: Tobacco revenuesincreased with
tax Increases while prevalence declined
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Tobacco Tax Earmarking

o Setting aside all or part of tobacco tax
revenueto , for example:

— Health promotion foundations
— Health care expenditure

 Political tool to gain

e Can reducetheimpact on
(cessation services, health care)

e Countrieswith ear marked tobacco tax:

etcC.



What Isthe“Right” Level of
Tobacco Tax?

guestion

Depends on various factors, such asdegreeto
which society wishesto

consider ations,
state of public health & development, etc

o Useful yardstick: where comprehensive
programs used, tax is of
retail price.



EU Cigarette Prices 2003

E excise tax [ retail price minus excise tax




Tax Level in Central/Eastern Europe and

IN some FSR
Total and Excise Tobacco Taxesas % of Retail Price

Central/Eastern Europe and selected FSR, 2000
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Tobacco Pricesand TaxesIn

Kazakhstan are L ow

Average pricein 2004 was 41tenge ( ), but
possible to buy a pack as cheap as 15 tenge
( ); Marlboro 100 tenge/pack )

2 tenge ($0,02)/pack without filter; 3,6
tenge ($0,03)/pack with filter, 0,04 euro (6,4
tenge or $0,05)/ pack of import

15% VAT

30% Import duty

Average tax rate s about of retail price for
domestic cigar ettes

Source: M. A. Corrao, G. E. Guindon, N. Sharma, D. F. Shokoohi, eds. Tobacco control country profiles. Atlanta: The American Cancer Society,
2000. Published for the 11th World Conference on Tobacco OR Health; cal culation by the author



Tobacco Pricesand Taxesin Other
FSR

Jan 05: excisetax increased from $0,15 to $0,39 per pack (250%
Increase)

Average price per pack = $4,5- $5,5
Ban of cigarette sale by street vendors

Jan 05; excisetax increased from $0,07 + 6,1% gross priceto $0,074 +
10,5% gross price; plan to increaseto $0,19 + 32,2% gr oss price

Average price per pack = $1,88

Current tax is $0,04 per pack; plan to increaseto $0,045 per pack
Ad valorem tax on tobacco will increase from 5% to 8%

Source: M. A. Corrao, G. E. Guindon, N. Sharma, D. F. Shokoohi, eds. Tobacco control country profiles. Atlanta: The American Cancer Society,
2000. Published for the 11th World Conference on Tobacco OR Health



Tobacco Business and its
Importance to the Economy

*A significant economic does
Imply significant economic
*Spending on tobacco israrely important to
an economy.
— Money not spent on tobacco will be spent on
Instead, thereby creating
a comparable number of jobs.
Real costs of tobacco control arethe costs of
to alternative products.



Employment

* Only ~Isinvolved with tobacco
far ming and manufacturing

adaptation of the economy — successful
tobacco control policieswill sow down thetotal
demand, and in long-run may reduce demand; money
saved from cigarettes

themselves In tobacco
Industry:
Almaty State Tobacco Combinat
the Philip Morris-owned ATC
with much larger production (information from
wor kshop June 05 in Almaty)



| ndices of Employment
and Production in Ukraine
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Effect of Tobacco Controls Depends
on the Structure of Tobacco Economy

Kazakhstan is a tobacco :
and reduction in smoking will:
- Improve If the Imported leaves

are for domestic consumption

- (when a part of the
demand for foreign cigarettes will shift to
domestic products — more labor intensive)

- due to inelasticity of cigarette demand, and
relatively low taxes, government from
tobacco taxes




Non-price Measuresto Reduce

Tobacco Demand

e |mMprove consumer
dissemination of research flndlngs war ning
labels, counter-advertising

 Comprehensive and
promaotion
In public and work
places
* Increase accessto and to

nicotine-replacement therapies ( )



Potential | mpact of Demand Side

| nterventions
Region Change in number of  Change in number of
smaokers (millions) deaths (millions)

10% Price  Setof  10% Price Set of Non-
Increases Non-price Increases price

measures measures
Low/Middle -38 -19 -9 -4
Income
High -4 -4 -1 -1
Income

World -42 -23 -10 -5




How Cost-effective are T obacco

Control Measures?
US dollars per healthy year life gained

Region Price Non-price  NRT (publicly
Increases of measures provided)
10% with with 25%
effectiveness  coverage
of 5%
Low / middle 410 34 68 to 272 276 to 297
Income
High Income 165t01,370 1347to 74610 1,160
5,388

Note: 3% discount rate, costs for non-price measures and all benefits
projected over 30 years



Summary: Why to Raise Tobacco

T ax

e |ncreasing tax on tobacco brings
, both In
(mor e government revenue: a 10% tax increase
would raiserevenue by 7%) and in
(better public heath and economic growth)

temporary, minimal, and gradual

e Possible crack down on criminal
activity, not lower taxes

e Coststo individuals, especially the
partially offset by lower consumption



