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~ The tconomics of Tobacco Confrol:

txploding the Myths

A number of countries have delayed
taking concerted action to reduce
tobacco consumption out of con-
cern that their economies will suffer.
Some policymakers in these coun-
tries still believe that taking effec-
tive action to reduce tobacco con-
sumption will mean the permanent
loss of thousands of jobs in the
farming and manufacturing sectors.
Furthermore, they fear that higher
tobacco taxes will result in lower
gavernment revenues and that high-
er prices will encourage massive
levels of cigarette smuggling and
disproportionately harm the poor.
Yet according to the landmark 1999
report by the World Bank, Curbing
the Epidemic', many of the these
concerns are unfounded or exag-
gerated.

Myth:

RZ:Iucing Tobacce Use is an Issue
That Only Affluent Countries Can
Afford to Address

Cwrrently, approximately 80% of the
world's smokers live in developing
countries, where smoking rates
have risen dramatically in the past
few decades. By the year 2020, 70%
of all deaths from tobacco use will
occur in developing countries, up
from arcund 50% today. This means
that in the coming decades develop-
ing countries will face increasing
costs from tobacco use in terms of
health care expenditures and lost
productivity.

Myth:

F::ming and Manufacturing Jobs
Will Be Lost

Even the most optimistic forecasts
indicate that global tobacco con-
sumption will increase over the next
three decades. WHO forecasts that
if current trends continue, the num-
ber of smokers worldwide will
increase from the current 1.1 billion
to 1.6 billion in 2025 {due in part to
an increase in giobal population),
even as overall prevalence falls in
some countries, While future
declines in consumption will clearly
reduce the number of tobacco farm-
ing jobs, those jobs will be lost over
decades, not overnight. Hence gov-
ernments will have ample opportuni-
ty to plan a gradual and orderly
transition.

There are, however, a very small
number of countries, mostly in sub-
Saharan Africa, whose economies
are heavily dependent on tobacco
farming. For these countries, while
reductions in domestic demand will
have little impact, the long-term fall
in global demand will eventually
lead to job losses. Policies to aid
adjustment in such circumstances
will be essential. However, it should
be stressed that any fall in global
demand will occur slowly, over
many generations.

Independent economists who have
studied the tobacco industry’s
claims have concluded that they

greatly exaggerate potential job
losses. Tobacco production consti-
tutes a small part of most countries’
economies. In addition, money pre-
viously spent by consumers on
tobacco will be reallocated to other
goods and services, generating
alternative employment {and taxes).
Research done for the World Bank's
report demonstrates that most
countries will see no net job losses
if tobacco consumption falls. Some
countries will even experience net
gains, particularly those which
import most tobacco products and
where the tobacco industry is domi-
nated by foreign companies.

Myth:

Hi)gher Tobacco Taxes Will Lead to
Reduced Government Revenue
Increasing the price of cigarettes is
the single most effective method of
reducing demand since higher
prices induce some smokers to quit
and prevent other individuals - par-
ticularly young people and the poor,
who are the most price sensitive —
from starting. On average, increas-
ing the price of a pack of cigarettes
by a modest 10% would reduce
demand by around 4% in high-
income countries and 8% in low-to-
middle-income countries. This
would translate into millions of lives
saved. Yet despite these reductions,
revenues would actually increase
by about 7% according to World
Bank estimates. This is because
cigarette consumption will falt by a
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smaller percentage than the rise in
price. Furthermore, some of the
money saved by quitters will be
spent on other goods and services
that are also taxed.

Myth:

Hiygther Tobacco Taxes Will Lead to
Smuggling

The tebacco industry often argues
that higher taxes will lead to massive
increases in smuggling from low tax
countries to high tax countries,
thereby keeping cigarette consump-
tion high but reducing government
revenues. Although smuggling is a
sertous problem, the World Bank’s
report concludes that since tax
increases lower tobacco consump-
tion while raising government rev-
enue, the appropriate response is to
crack down on criminal activity
rather than forego the tax increases.
In addition, given recent revelations
about the industry’s involvement in
cigarette smuggling, such arguments
should be treated with caution.

Myth:

Hix:her Tobacco Taxes Will Hurt the
Poor

Tobacco companies argue that
prices should not be increased
because to do so will harm low

income earners. Research shows,
however, that low-income popula-
tions are most harmed by smoking
itself, which imposes massive costs
in terms of morbidity, mortality,
health care expenses and lost
wages. Low income earners are also
the primary beneficiaries of higher
tobacco prices because they are
much more likely to guit, cut back or
avoid tobacco addiction entirely in
response to a price increase. The
benefit to poor people is even
greater if the revenue from a tax
increase is used to fund programs
that benefit the least well off. In
China, for example, conservative
estimates suggest that a 10%
increase in the cigarette tax would
decrease consumption by 5%,
increase revenue by 5%, and provide
sufficient resources to finance a
package of essential health services
for one-third of China’s poorest 100
million ¢itizens.

Myth:

Toyttacco Control Interventions Are
Not Cost-Effective

Preliminary estimates were per-
formed for the World Bank's report in
which the public costs of implement-
ing and administrating tobacco con-
trol programs were weighed against
the potential number of healthy

‘World Bank, Curbing the Epidemic: Goveraments and the Econamics of Tobacco Contral, 1999,

years of life saved. The results were
consistent with earlier studies that
suggest that tobacco control is high-
ly cost-effective as part of a basic
public health package in low- and
middle-income countries. Measured
in terms of the cost per year of
healthy life saved, for example, tax
increases are cost-effective.
Depending on various assumptions,
this instrument could cost between
$5 and $17 far each year of healthy
life saved in low- and middle-income
countries. This compares favorably
with many health interventions com-
monly financed by governments,
such as child immunization,
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