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Most smokers live in developing Most smokers live in developing 
countriescountries

Current smokers in 1995 (in millions)
Region Number
Low/Middle income 933
High Income 209
World 1,142

Quit rates low in low income countries
u 5-10% in China, India
u 30-40% in UK



Per capita cigarette consumption Per capita cigarette consumption 
has increased in developing has increased in developing 

countriescountries
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WORLD: Annual Tobacco Deaths 
(in millions)

WORLD: Annual Tobacco Deaths WORLD: Annual Tobacco Deaths 
(in millions)(in millions)

Source: Peto, Lopez, et al 1997

1990 2030
Developed 2 ~3
Developing ~1 ~7
World Total 3 ~10

Current smokers, mainly 
teenagers and young 
adults

Past smokers, mainly adults



CHINA: Current and Future Tobacco 
Deaths (in millions per year)

CHINA: Current and Future Tobacco CHINA: Current and Future Tobacco 
Deaths (Deaths (in millions per year)in millions per year)

Source: Peto, et al 1997; Boqi, 1997

1990 0.6 m

2000 0.8 m

2010 2.0 m

mid-2000s 3.0 m



DALYs Attributable to Diarrhea, HIV and DALYs Attributable to Diarrhea, HIV and 
Tobacco, 1990Tobacco, 1990--2020 (baseline scenario)2020 (baseline scenario)
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Smoking Rate in Vietnam by IncomeSmoking Rate in Vietnam by IncomeSmoking Rate in Vietnam by Income

Source: National Health Survey 2002.
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Smoking accounts for much of the mortality Smoking accounts for much of the mortality 
gap between rich and poorgap between rich and poor

Risk of death of a 35 year old male before age 70, Risk of death of a 35 year old male before age 70, 
by education levels in Poland, 1996by education levels in Poland, 1996

Source: Bobak et al., 2000
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The Poor Are Hurt Most by Tobacco The Poor Are Hurt Most by Tobacco 
Portion of income spent on tobacco increases in Portion of income spent on tobacco increases in 

Cambodia as income decreasesCambodia as income decreases

Median % Share of Tobacco in Income (All Smoking Households)
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Per Adult (15 And Above) Annual Per Adult (15 And Above) Annual 
Consumption of Cigarettes and Consumption of Cigarettes and BidisBidis in Indiain India
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Smoking Rate in Vietnam 2002Smoking Rate in Vietnam 2002Smoking Rate in Vietnam 2002

Source: National Health Survey 2002.
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Should Government Intervene in the Should Government Intervene in the 
Tobacco Market?Tobacco Market?

Yes, Yes, because tobacco use results in because tobacco use results in inefficiencies inefficiencies 
(distorts the natural balance in the market economy)(distorts the natural balance in the market economy)

•• It imposes physical or financial It imposes physical or financial costscosts on smokers, on smokers, 
nonnon--smokers and financial smokers and financial costs on costs on the government the government 

•• InformationInformation about the health risks of tobacco is not about the health risks of tobacco is not 
well spread and understood well spread and understood ((7 in 10 of Chinese 7 in 10 of Chinese 
smokers thought smoking does them smokers thought smoking does them ““little or no little or no 
harmharm””))

•• The risk of The risk of addictionaddiction is underestimated (is underestimated (in highin high--
income countries, 7 in 10 smokers wish they had not income countries, 7 in 10 smokers wish they had not 
started)started)



1. World Health Organisation. Tobacco or Health Programme. Guidelines for controlling and monitoring the 
tobacco epidemic. 1996; Chapter 1.
2. Barnum H. The economic burden of the global trade in tobacco. (Outline of a paper presented at the 9th 
World Conference on Tobacco and Health, 10–14 October 1994, Paris, France.)

Financial Costs of Tobacco UseFinancial Costs of Tobacco Use

Tobacco burdens the economy due to Tobacco burdens the economy due to 
-- higher health care costs higher health care costs 
-- lower labor productivitylower labor productivity
-- premature deathspremature deaths

This slows economic growthThis slows economic growth
1994 World Bank estimates: tobacco use results 1994 World Bank estimates: tobacco use results 

in a global net loss of $200 billion per year.in a global net loss of $200 billion per year.1,21,2

Half of this loss occurs in developing countries.Half of this loss occurs in developing countries.11



1. World Health Organisation. Tobacco or Health Programme. Guidelines for controlling and monitoring the 
tobacco epidemic. 1996; Chapter 1.
2. Barnum H. The economic burden of the global trade in tobacco. (Outline of a paper presented at the 9th 
World Conference on Tobacco and Health, 10–14 October 1994, Paris, France.)

Estimate of Total Costs of Estimate of Total Costs of 
Tobacco Use in PhilippinesTobacco Use in Philippines

Health care Health care -- P27 billion ($0.7 billion)P27 billion ($0.7 billion)

Productivity loss due to illness Productivity loss due to illness –– P1 billionP1 billion

Productivity loss due premature death Productivity loss due premature death -- P18 P18 
billionbillion

Annual total costs at least = P46 billion ($1.2 Annual total costs at least = P46 billion ($1.2 
billion) or 1.07% of GDPbillion) or 1.07% of GDP



What Can Government Do?What Can Government Do?
Adopt policies changing motivation of people to Adopt policies changing motivation of people to 

smoke:smoke:
•• Use economic incentives to reduce demand for Use economic incentives to reduce demand for 

tobacco (taxes, ban on smoking in indoor spaces, tobacco (taxes, ban on smoking in indoor spaces, 
advertising ban)advertising ban)

•• Deliver information on the harmful effects of Deliver information on the harmful effects of 
smoking (antismoking (anti--smoking campaigns)smoking campaigns)

•• Reduce social acceptability of smoking (by Reduce social acceptability of smoking (by 
banning smoking in public buildings, setting banning smoking in public buildings, setting 
examples among respected people)examples among respected people)



Higher Taxes Are Most EffectiveHigher Taxes Are Most Effective

Higher tobacco taxes lead to higher prices of Higher tobacco taxes lead to higher prices of 
tobacco productstobacco products

A 10%  price increase may reduce demand by:A 10%  price increase may reduce demand by:
–– 4% in high4% in high--income countriesincome countries
–– 8% in low or middle8% in low or middle--income countriesincome countries

Demand consists of:Demand consists of:
–– smoking participation (% of population that smoking participation (% of population that 

smoke) smoke) –– can be changed via cessation and can be changed via cessation and 
initiationinitiation

–– intensity of smoking among smokersintensity of smoking among smokers



Impact of Higher Tobacco Prices (1)Impact of Higher Tobacco Prices (1)



Impact of Higher Tobacco Prices (2)Impact of Higher Tobacco Prices (2)

•• Make smokers to quit Make smokers to quit 
USA: 10% increase in price USA: 10% increase in price ?? 10% 10% 
smokers try to quit and 3.5% succeed in smokers try to quit and 3.5% succeed in 
quittingquitting

•• Reduce # cigarettes consumed by smokers Reduce # cigarettes consumed by smokers 
Vietnam: 10% price increase Vietnam: 10% price increase ?? 5% 5% 
reduction in # of cigarettes, or about 1 reduction in # of cigarettes, or about 1 
cigarette a day for a pack per day smoker cigarette a day for a pack per day smoker 
(or 365 less cigarettes per year)(or 365 less cigarettes per year)



Impact of Higher Tobacco Prices (3)Impact of Higher Tobacco Prices (3)

•• Prevent initiationPrevent initiation
USA: 10% increase in price USA: 10% increase in price ?? 6.3% reduction in 6.3% reduction in 
smoking initiation among young peoplesmoking initiation among young people

Young people and the low income population are Young people and the low income population are 
the most price responsive: US youth is up to 3the most price responsive: US youth is up to 3--
time more price responsive; Vietnam 2 lowest time more price responsive; Vietnam 2 lowest 
income quintiles are twice more price responsive income quintiles are twice more price responsive 
compared to 2 highest income quintilescompared to 2 highest income quintiles

LongLong--run effect of higher price is greater (double)run effect of higher price is greater (double)



Additional Impact of Tobacco Tax Additional Impact of Tobacco Tax 
IncreaseIncrease

•• Increase collection of cigarette taxesIncrease collection of cigarette taxes
•• Reduce overall expenditures on cigarettes Reduce overall expenditures on cigarettes 

among the lowest income groupsamong the lowest income groups



Higher taxes reduce consumption and Higher taxes reduce consumption and 
increase budget revenueincrease budget revenue

Real Tobacco Tax Revenue in Hungary, 1991-1999
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Real Tobacco Tax Revenue, Real Tax Per Pack and 
Consumption Trends in Hungary, 1991-1999
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Real Tax Per Pack Real Tobacco Tax Revenue

Real Tobacco Tax Revenue, Tax Per Pack and 
Consumption in Hungary, CPI, 1995=100, 

1991-1999
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Hypothetical tax increaseHypothetical tax increase
Indonesian ExampleIndonesian Example

0.400.4063% 63% ↑↑18% 18% ↓↓36% 36% ↑↑100% 100% ↑↑

0.330.3336% 36% ↑↑9% 9% ↓↓18% 18% ↑↑50% 50% ↑↑

0.260.268% 8% ↑↑1.5% 1.5% ↓↓3% 3% ↑↑10% 10% ↑↑

Revenue Revenue 
change as % change as % 

of GDPof GDP

% % tobtob tax tax 
revenue revenue 
change change 

% % 
demand demand 
changechange

% % 
price price 

changechange

Tax Tax 
increaseincrease



      RRR eeevvveee nnnuuueee    gggaaaiiinnn   (((mmmiiillllll iiiooonnn   UUUSSS$$$)))   

      AAAnnnnnnuuuaaalll   CCCuuummmuuulllaaatttiiivvveee    sss iiinnnccceee    
222000000000   

BBBaaannnggglllaaa dddeeessshhh   222000000555   888888   333000222   
   222000111000   111777444   999999444   
            

IIInnndddooo nnneee sss iiiaaa   222000000555   777444000   222   555444888   
   222000111000   111   444333444   888   333000000   
            

MMMaaallldddiiivvveeesss    222000000555   222   888   
   222000111000   444   222444   
            

NNNeeepppaaalll   222000000555   333999   111555888   
   222000111000   666999   444444000   
            

SSSrrriii   LLLaaannnkkkaaa   222000000555   666444   222333888   
   222000111000   111222666   777222555   
            

TTThhhaaaiiilllaaa nnnddd   222000000555   444222333   111   444555666   
   222000111000   888222222   444   777555000   

 

Potential Revenue Gain from an Annual Potential Revenue Gain from an Annual 
Increase of 5% in Cigarette PricesIncrease of 5% in Cigarette Prices



NonNon--price Measures to Reduce price Measures to Reduce 
Tobacco DemandTobacco Demand

•• Improve consumer information: antiImprove consumer information: anti--smoking smoking 
campaign, warning labels, support research and campaign, warning labels, support research and 
dissemination of research findingsdissemination of research findings

•• Comprehensive ban on advertising and promotionComprehensive ban on advertising and promotion
•• Restrictions on smoking in public places and work Restrictions on smoking in public places and work 

places places 
•• Increase access to services supporting cessation and Increase access to services supporting cessation and 

to nicotineto nicotine--replacement therapies (NRT)replacement therapies (NRT)



Comprehensive Advertising Bans Reduce Cigarette Comprehensive Advertising Bans Reduce Cigarette 
ConsumptionConsumption

Consumption trends in countries with such bans vs. those with noConsumption trends in countries with such bans vs. those with no bansbans
(n=102 countries)(n=102 countries)
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Region Change in number of 
smokers (million) 

Change in number of deaths 
(millions) 

 10% price 
increase 

Non-price 
measures that 

reduce 
prevalence by 

2% 

10% price 
increase 

Non-price 
measures that 

reduce 
prevalence by 

2% 

Low/Midd
le income -38 -19 -9 -4 

High-
income 

 
-4 -4 -1 -1 

World 
 -42 -23 -10 -5 

 

Potential Impact of Price Increase of 10% and a Package Potential Impact of Price Increase of 10% and a Package 
of Nonof Non--price Measuresprice Measures



Governments: should adopt multiple strategy, 
tailored to each country

• Tobacco tax increases: : 2/3 to 4/52/3 to 4/5 of 
retail price

• Advertising and promotion bans
• Consumer information –warning 

labels, mass-media campaigns
• Restrictions on public smoking
• Widen access to cessation therapies
• Research

The World Bank 1999 – Recommendations 
Based on Comprehensive Review of the 

Evidence

Source:  World Bank 1999.



Many  Effective Policy Measures Many  Effective Policy Measures 
Cost Little or NothingCost Little or Nothing

•• Tax increaseTax increase
•• Advertising bansAdvertising bans
•• Clean Indoor Air PoliciesClean Indoor Air Policies
•• Package Warnings Package Warnings 
•• Ingredient Disclosure/Product RegulationIngredient Disclosure/Product Regulation



Cigarette Prices in $, 2001Cigarette Prices in $, 2001
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Cigarette Prices in PPP $, 2001Cigarette Prices in PPP $, 2001
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There is Still Room, Especially in LowerThere is Still Room, Especially in Lower--
Income Countries, to Raise Cigarette TaxesIncome Countries, to Raise Cigarette Taxes
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How Costly Are Tobacco Products?How Costly Are Tobacco Products?
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Should Tobacco Taxes be Earmarked?Should Tobacco Taxes be Earmarked?

Several countries have set aside part of tobacco Several countries have set aside part of tobacco 
tax revenue to:tax revenue to:
–– establish Health promotion foundationsestablish Health promotion foundations
–– pay for health care, help pay for health care, help tobtob. farmers to switch to . farmers to switch to 

alternative products alternative products 

Can be a useful political device to sell higher Can be a useful political device to sell higher 
tobacco taxes to voterstobacco taxes to voters

Can improve equity if well designedCan improve equity if well designed
Careful design is necessary otherwise resources Careful design is necessary otherwise resources 

may be used elsewheremay be used elsewhere



SEA and Australian RegionSEA and Australian Region

Source: Judith Mackay, Michael Eriksen : Tobacco Atlas



SummarySummary

Tobacco consumption hurts the economyTobacco consumption hurts the economy
Higher tobacco taxes will reduce smoking prevalence, Higher tobacco taxes will reduce smoking prevalence, 

increase tax collection and help to reduce povertyincrease tax collection and help to reduce poverty
Taxes in Laos and Cambodia are low compared to Taxes in Laos and Cambodia are low compared to 

WB recommended standardWB recommended standard
Taxes on other tobacco products are very low or nonTaxes on other tobacco products are very low or non--

existentexistent
Taxes need to be increased periodically to account for Taxes need to be increased periodically to account for 

inflation and income effectinflation and income effect
Tobacco taxes can be earmarked to support tobacco Tobacco taxes can be earmarked to support tobacco 

control activitiescontrol activities


