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Curbing the Epidemic: Governments and the Economics of Tobacco
Control, first printed in May 1999 by the World Bank.

Now, | will read some excerpts from this very useful report. In the
Foreword, it says, "With current smoking patterns, about 500 million people
alive today will eventually be killed by tobacco use. More than half of these are
now children and teenagers. By 2030, tobacco is expected to be the single
biggest cause of death worldwide, accounting for about 10 million deaths per
year." It is about one in six, and it says, "Most smokers start young. In the
high-income countries, about eight out of 10 begin in their teens."” The next
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paragraph, which | propose to read, concerns raising taxes as a weapon.
"Evidence from countries of all income levels shows that price increases on
cigarettes are highly effective in reducing demand. Higher taxes induce some
smokers to quit and prevent other individuals from starting. They also reduce
the number of ex-smokers who return to cigarettes and reduce consumption
among continuing smokers. On average, a price rise of 10 percent on a pack of
cigarettes would be expected to reduce demand for cigarettes by about 4 percent
in high-income countries and by about 8 percent in low- and middle-income
countries, where lower incomes tend to make people more responsive to price
changes. Children and adolescents are more responsive to price rises than older
adults, so this intervention would have a significant impact on them. Models
for this report show that tax increases that would raise the real price of cigarettes
by 10 percent worldwide would cause 40 million smokers alive in 1995 to quit,
and prevent a minimum of 10 million tobacco-related deaths. The price rise
would also deter others from taking up smoking in the first place. The
assumptions on which the model is based are deliberately conservative, and these
figures should therefore be regarded as minimum estimates." The report
concludes that, "for the time being, policymakers who seek to reduce smoking
should use as a yardstick the tax levels adopted as part of the comprehensive
tobacco control policies of countries where cigarette consumption has fallen™,
like Hong Kong. "lIn such countries, the tax component of the price of a pack
of cigarettes is between two-thirds and four-fifths of the retail cost.” Now, of
course, one of the reasons always given is that if we increase tobacco tax, we are
encouraging smuggling, and this is what they have to say: "higher taxes will lead
to massive increases in smuggling,” that is their third concern, “thereby keeping
cigarette consumption high but reducing government revenues.” And the report
says, "Smuggling is a serious problem, but the report concludes that, even where
it occurs at high rates, tax increases bring greater revenues and reduce
consumption. Therefore, rather than foregoing tax increases, the appropriate
response to smuggling is to crack down on criminal activity".
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