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ABSTRACT

The article reviews the large body of evidence on how
taxation affects the consumption of tobacco, alcohol, and
sugar-sweetened beverages (SSB). There is abundant
evidence that demand for tobacco, alcohol, and SSB is
price-responsive and that tax changes are quickly passed
on to consumers. This suggests that taxes can be highly
effective in changing consumption and reducing the
burden of diseases associated with consuming these
products. Tobacco, alcohol, and SSB industries oppose
taxation on similar grounds, mostly on the regressivity of
taxes since regressive taxes take a larger percentage of
income from low income earners than from middle and
high income earners; but also on the effects taxes might
have on employment and economic activity; and, in the
case of tobacco, the effects taxation has on illicit trade.
Contrary to industry arguments, evidence shows

that taxation may have short-term negative financial
consequences for low-income households. However,
medium and long-term financial benefits from reduced
healthcare costs, better health, and welfare largely
compensate for such consequences. Moreover, taxation
does not negatively affect aggregate economic activity

or employment, as consumers switch demand to other
products that generate employment and may compensate
for any employment loss in taxed sectors. Evidence also
shows the revenues generated are generally spent on
labour-intensive services. In the case of llicit trade in
tobacco, evidence shows that illicit trade has not increased
globally (rather the opposite) despite increases in tobacco
taxes. Profit-maximising smugglers increase illicit cigarette
prices along with the increases in licit cigarette prices.
This implies that even when increased taxes divert some
demand to the illicit market, they push prices up in the
illicit market, discouraging consumption.

INTRODUCTION

Even as humans live longer and generally
healthier lives, consuming tobacco, alcohol,
and processed foods with sugars is causing
substantial death and disease. In recent
decades, the magnitude of these health effects
has become increasingly apparent in terms of
cancers, cardiovascular disorders, diabetes,
and other illnesses that hinder healthy ageing
and social development. Fortunately, strong

.3 William Savedoff @ ,* Alan Fuchs®

SUMMARY BOX

= Health taxes (on tobacco, alcohol, and SSB) are ef-
fective economic instruments to change people’s
behaviour and reduce the consumption of unhealthy
products.

= The article summarises and critically discusses the
large body of evidence regarding the effect of taxes
on reducing the consumption of tobacco, alcohol,
and SSB.

= The article also provides consolidated evidence
regarding the lack of economic substance behind
common arguments that industries use to oppose
these taxes (eg, illicit trade, negative effects on em-
ployment, regressivity).

= Evidence provided in this article can be used to de-
sign and implement health taxes more effectively.

evidence is available to demonstrate the effi-
cacy of public health policies that can reduce
consumption, foremost among which are
health taxes.

It is estimated that every year tobacco
kills between 5 and 8million people world-
wide (mostly in low- and middle-income
countries), and a more uncertain but high
number of secondhand (passive) smokers.' 2
Although tobacco consumption is still high, it
is falling, representing a reversal of the rising
trends before the late 1990s.” It is estimated
that one smoking death occurs for every 0.8
to 1.1 million cigarettes smoked.* Thus, the
7.4 trillion cigarettes consumed in 2019 alone
will eventually lead to at least 7 million prema-
ture deaths.

In the case of alcohol, although the preva-
lence of current drinkers aged 15 years and
older decreased between 2000 and 2016 (from
47.6% to 43%), the per capita volume of pure
alcohol consumed has increased from 5.7
litres to 6.4 litres and is projected to further
grow to 7 litres by 2025.°° If only drinkers are
considered, pure alcohol consumption per
capita reached 15.1 litres in 2016 (up from
11.1 litres in 2000).> Furthermore, consid-
ering global population growth in 2000-2016,
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the number of drinkers worldwide increased by 16%, and
the amount of pure alcohol consumed globally increased
by 58% (an annual average increase of 3.1% vs a 1.7%
average annual increase in global constant per capita
gross domestic product (GDP)).78

Consumption of sugar-sweetened beverages (SSB) has
been increasing although there are few estimates of the
evolution of consumption globally. Global consumption
for carbonated soft drinks (excluding bottled still or
carbonated water, fruit or vegetable juices, coffee, tea,
or sports drinks) increased from 36 litres per person
per year in 1997 to 43.1 litres in 2010.” Recent estimates
have shown that consumption of SSB was projected to
stabilise (or decrease slightly) by 2022 at a very high level
of consumption for high-income countries (at about
120 litres per year per capita) and for upper-middle-
income countries (at about 50 litres per year per capita),
but increase strongly for lower-middle and low-income
countries."’

Naturally, consuming products with significant and
negative impacts on health has economic implications.
Such consequences can be broadly separated into two
groups of costs: i) direct costs attributable to the treat-
ment of diseases; and ii) indirect costs that can be
attributed to premature mortality, loss of productivity
due to absenteeism and presentism (ie, people going to
their jobs but being less productive because of disabilities,
illnesses, etc.), opportunity costs of caregivers, suffering
and pain, etc. It has been estimated that the economic
cost of tobacco consumption at the global level was equiv-
alent to 1.8% of the world GDP in 2012 (about 1.8 trillion
in US dollar purchasing power parities (USD PPP)."" Of
that amount, direct costs (related to healthcare expendi-
tures) totaled USD PPP 467 billion (equivalent to 5.7% of
global health expenditures). Pooled results for 29 loca-
tions (countries, states/regions, cities) found that the
total cost of alcohol consumption amounted to USD PPP
817 per adult, equivalent to 1.5% of the GDP (of which
68% were indirect costs)."?

Fiscal tools, such as taxes, can play a fundamental role
in preventing chronic diseases and improving people’s
lives and social outcomes. This article presents current
evidence on taxation as a proven tool to discourage the
consumption of harmful products (tobacco, alcohol, and
SSB) and thereby improve population health. It discusses
the economic rationale for taxing these products and
documents the health effects and costs to society. It pres-
ents evidence on the effectiveness of taxation in raising
prices and reducing consumption, along with showing
how considering health benefits and indirect finan-
cial effects, taxation disproportionately benefits poorer
households. It also considers the role of industries in
opposing taxation. The article differs from previous
reviews in its scope (covering all three products) and in
its comprehensiveness (in addressing the arguments for
and against health taxes, including those arguments used
by the industry).

For this article, tobacco products are defined as those
containing tobacco that can be smoked, inhaled, chewed,
etc. Alcoholic beverages addressed here are beer, wine,
and liquor. SSB refers to processed drinks with added
sugars. Health taxes are relevant to other products which
are, however, beyond the scope of this article and raise
additional issues. These other products include so-called
“electronic cigarettes” (electronic nicotine delivery
systems or electronic non-nicotine delivery systems);
beverages with added alcohol (eg, fruit flavoured seltzer);
and fruit juices and ultra-processed food. Some countries
have indeed implemented health taxes on some of these
products (Mexico, for instance, implemented a tax on
non-essential food with high energy density'”) but they
are less well researched.

EFFECTIVENESS OF TAX POLICIES TO DECREASE
CONSUMPTION

The consumption of tobacco, alcohol, and SSB is asso-
ciated with negative externalities, as such, consumption
negatively affects the well-being of third parties (exter-
nalities occur when one individual’s action — consump-
tion, production — affects the well-being of another
individual). Not only negative externalities are present
in the consumption of these products, but also negative
“internalities”, which arise from individuals ignoring or
not correctly considering harmful health effects to them-
selves .'* For instance, tobacco externalities may arise
from the health effect on passive smokers,' ? while alcohol
externalities involve traffic road accidents, domestic and
street violence, etc.'® In the case of SSB, as in the case of
tobacco and alcohol, externalities arise from the health-
care costs related to the several conditions associated
with SSB consumption.'® In all cases, family suffering
associated with pain and illnesses can also be considered
externalities.

The usual tool used to correct negative externalities
are the so-called Pigouvian taxes that increase the prices
consumers pay by enough to offset the costs of present
and future externalities. Studies have consistently shown
that taxes on tobacco, alcohol, and SSB effectively raise
prices and reduce consumption. This effectiveness results
from how demand responds to product price increases
(own-price elasticity).

Pass-through of taxes to prices

Although it is common to assume that a tax increase
automatically raises prices, the degree and speed to
which prices rise will depend, among other things, on
the market structure, the structure of the excise tax
system, and the availability of non-taxed or differentially
taxed substitutes (which affects the own-price demand
elasticity). In particular, prices will typically rise more in
response to a tax increase when the market is concen-
trated (as they often are in the case of these products),
the taxes are charged at the retail level, and when a
product has few or no close substitutes (and, hence, a
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low own-price demand elasticity). In addition, taxes can
be fully passed to prices (pass-through equal to 1), can be
undershifted (pass-through less than 1), or can be over-
shifted (pass-through greater than 1). Evidence shows a
relationship between market power and the firm’s ability
to pass entirely or even overshift taxes to prices, which
has been found for many industries.'” '®

For example, in the US, the 1983 increase in the
Federal Cigarette Excise Tax was overshifted by oligop-
olistic firms exploiting their market power.'” Similar
behaviour was found in Europe.'” In the European case,
ad-valorem taxes (ie, a percentage of the price) tend
to produce lower pass-through rates for tobacco when
compared with specific taxes (ie, a tax per unit sold). Tax
structure can also affect pass-through rates. In India®
and Bangladesh,”" a complex tiered tax system has given
the tobacco industry room for passing taxes differentially
according to price segments (ie, taxes are undershifted
for cheaper cigarettes and overshifted for premium ciga-
rettes, thereby leading to downward substitution rather
than reducing consumption). The perspective of further
regulations may also affect the pass-through rate, as
producers facing a scenario of tightening restrictions in
consumption, higher taxation, etc., may choose to maxi-
mise shortrun profits by overshifting taxes.”” There is
evidence that the tobacco industry uses several strategies
(eg, stockpiling — oversupplying the domestic market
before a tax increase) to delay the price change after a
tax increase, although, eventually, prices increase as a
result of such an increase.* **

For alcohol, taxes are also fully passed or overshifted.
A review found that taxes are generally overshifted in
the case of beer and fully shifted for wine and spirits.*’
In the US, state and federal alcohol taxes appear to be
overshifted, especially for beer and spirits. The price
adjustment is also quite rapid, within 3months of the
tax change.” For the UK, the pass-through rate varies
by the price level of products, as producers of relatively
cheaper alcoholic beverages tend to undershift taxes.
In contrast, those of relatively more expensive bever-
ages overshift them.?” A similar finding was reported for
the pass-through of alcohol taxes for 27 Organization
for Economic Cooperation and Development (OECD)
countries.”®

In the case of SSB, the evidence is mixed. A recent
meta-analysis found that, on average, the pass-through
was 70% of the tax, although with considerable varia-
tion across studies.”” In Mexico, the SSB tax was mainly
overshifted for sodas and fully or mildly undershifted for
other SSBs.***! In France, taxes were overshifted for sodas
and undershifted for fruit juices and flavoured waters.”
In Denmark, three tax changes between 1998 and 2003
were either fully shifted or overshifted.” However, in
other cases, taxes have been undershifted. This is the
case of Barbados,”* Chile® and some categories of SSB
in the UK (eg, those in the top tier of the tax),* etc. In
the US, studies of local taxes have found mixed results,
depending on the location of the store (proximity to

state borders led to undershifting),” store, and beverage

types.®s %

Price responsiveness of demand

Studies have measured the own-price elasticities of
tobacco and have centred around values of —-0.4 (ie, a
10% increase in prices implies a 4% decrease in quan-
tity consumed) for high-income countries and around
-0.5 for low- and middle-income countries, although the
difference may not be statistically significant.**** About
half of the own-price elasticity is due to a decrease in
prevalence (ie, due to people quitting smoking), while
the other halfis due to a reduction in the number of ciga-
rettes smoked by those who continue smoking.* ** Youths
are substantially more price-responsive than adults in
countries at all income levels,” * *® and young men are
more price-responsive than young women.*” In addition,
higher prices delayed or prevented smoking initiation in
various countries (ie, the own-price elasticity of smoking
onset is negative and statistically significant).* Finally,
higher tobacco prices increase the likelihood of cessation
in both high- and middle-income countries.””®

The evidence on own-price elasticity for alcohol is also
compelling, with values around -0.5.” However, not all
types of alcoholic beverages are equal, as beer demand
is less price-responsive than wine and spirits (-0.3 vs 0.6,
respectively).*' ® There is little evidence of gender differ-
ences in price responsiveness.” Studies show different
results on own-price elasticities by age, finding no conclu-
sive differences between youths and adults.”’ ®* Even
binge drinkers are price-responsive® but tend to choose
cheaper drinks to keep up their alcohol consumption.
This implies that policies aiming at increasing the price of
more affordable drinks (eg, minimum unit price policies)
can effectively reduce binge and/or heavy drinking.”' **%
Finally, evidence on how prices affect alcohol initiation is
scarce but suggests that higher prices delay and, to some
extent, prevent initiation. This can have long-lasting
effects on future drinking patterns; for example, individ-
uals who initiate at older ages have a lower probability of
having frequent heavy-drinking episodes.*® ’

For SSB, there is mounting evidence of relatively high
(in absolute terms) and significantly negative own-price
elasticities. The own-price elasticity for SSBs is around -1
(eg, a 10% increase in SSB prices decreases consumption
by 10%).% A systematic review of studies in 164 countries
found that price-responsiveness was higher in the lowest-
income countries and for the youngest and oldest adults
(vis-a-vis middle-aged ones, probably reflecting life-cycle
changes in incomes). However, it found no differences in
price-responsiveness between men and women. "

CHALLENGES FROM THE INDUSTRY

The tobacco industry has a long and well-researched
history of concealing evidence of the toxicity of its prod-
ucts, deceiving the public about the harmful effects of
tobacco consumption, and interfering in public policy.
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As early as the 1950s, the tobacco companies concealed
evidence of their products' harmfulness and nicotine’s
addictiveness. In the 1970s and the 1980s, they denied
links between smoking and cancers and the harm-
fulness of secondhand smoking.”” ™ More recently,
despite robust scientific evidence, they misled the public
regarding the relative safety of “light” or “low-tar” ciga-
rettes.”’ The tobacco industry’s tactics have been exposed
through successful efforts to make the industry’s docu-
ments public.”” These documents have demonstrated the
large discrepancies between what the industry knew and
the ideas it promoted.

Apart from concealing and distorting evidence, the
tobacco industry has given several arguments to deter,
impede or delay increases in tobacco taxes. A systematic
review of the tobacco industry’s tobacco tax opposition
found that the most common and consistent arguments
were that tobacco taxes (a) are regressive; (b) lead to
more illicit trade and foster organised crime; and (c)
reduce employment and harm businesses.”” The tactics
of the alcohol and SSB (food, in general) industries to
oppose taxes and regulations are remarkably similar to
those used by the tobacco industry. They also shift blame
for unhealthy eating or drinking away from themselves as
purveyors of products and onto the individuals who are
intentionally influenced by marketing campaigns.”' The
alcohol and processed food industries have also linked
regulations and taxes to the loss of personal freedoms
and the notion that public health policies create “food
police” or “food fascism”.”" ™ Self-regulation is often
proposed as an effective and more efficient alternative
to state regulations even when this has been shown to
be ineffective. Like the tobacco industry, the producers
of alcohol and SSB lobby governments and the public
by arguing that taxes do not reduce consumption; that
they are regressive; and that they are “discriminatory” (as
they are levied on specific groups of products) or even
unconstitutional.”

Regressivity of taxes

Common arguments from tobacco, alcohol, and SSB
industries claim that because poorer individuals spend
more on these products as a proportion of their budget,
any price increase induced by tax changes will affect
them disproportionally more than, for instance, richer
individuals. Hence, these taxes are regressive. However,
tobacco, alcohol, and SSB are unlike other taxable
goods. Preventing health and economic harms associated
with consuming these products generate large benefits
(in health improvements, healthcare cost reductions,
and higher disposable income for purchasing non-toxic
goods and services) to current and potential consumers.
Moreover, the financial impact of these prevented costs
is disproportionally higher for poorer households, and
they more than offset any negative immediate financial
costs that taxation may have on them. Several studies
have been conducted using the extended cost-benefit
analysis (ECBA) methodology to test this hypothesis.

ECBA incorporates any short-term welfare losses from
excise taxes into a framework that includes medium- and
long-term health benefits for those who quit or consume
fewer harmful products. Among other aspects, it accounts
for differential behavioural responses across population
groups—including different income groups—by esti-
mating specific group price elasticities.

The ECBA methodology has been applied widely,
including in a 13-country study.”® At least 13 country
studies where the ECBA has been implemented highlight
that the medium- and long-term benefits of reducing
smoking can outweigh the short-term tax spending,
resulting in net gains, particularly among poorer house-
holds.” " Similar findings are reached by Fuchs, Paz and
Gonzalez Icaza, who simulate tax policy changes in eight
low-, middle- and high-income countries.*”” The distri-
bution of elasticities and resultant health and economic
benefits from reduced medical expenses and lower years
of working-life lost (YWLL) generally more than offset
the short-term negative effects of tobacco taxes on house-
hold budgets. The tax incidence is progressive for suffi-
ciently high price shocks and elasticity scenarios. Half
the population in these countries could benefit from
net positive income gains in the medium- to long-term
if cigarette prices rose by 50 percent. In a similar study,
Postolovska et al find that increasing the cigarette excise
tax rate to 75 percent of the retail price could raise large
health and financial benefits to Armenian households,
with pro-poor impacts.*®

The reduction in medical bills is the most significant
component driving the net benefits under the ECBA. All
income groups benefit from reduced medical expenses
when taxes discourage smoking, but these benefits
are disproportionately larger for poor households. In
Moldova, where tobacco-related diseases are the leading
cause of premature adult deaths, just accounting for
reductions in medical expenses is enough to offset the
initial negative price effect on household expenditures
with a clear progressive pattern.” In Chile, Ukraine, and
Russia, reducing medical expenses constitutes the largest
long-term benefit of the tobacco price increase under
the ECBA.™ * ®! Similarly, tobacco price increases have
positive welfare gains from being able to work longer.
In Bangladesh, for instance, the main gains of taxing
tobacco under the ECBA model arise from extending
peoples’ working lives (ie, lowering YWLLs).””

Complete studies on the distributional consequences
of taxing SSB are less common but growing in number.
For example, a study of excise taxes on SSB in Ukraine
found that the net effect is progressive, although small
in magnitude: raising SSB prices by 20 percent increases
the disposable income of the poorest quintile of the
population by 0.03percent.* In Kazakhstan, where the
average price elasticity of SSB is estimated to be -0.70,
lower-income deciles benefit more than higher-income
deciles from a simulated introduction of a 20 percent
price increase of SSB.* Finally, a recent ECBA in Brazil
shows that price increases on alcohol, tobacco, and SSB
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have positive and progressive effects when incorporating
the impact of health taxes on prices, medical expendi-
tures, and productive lives.”” A recent report analysed the
distributional effect of alcohol taxes in the UK, finding
no evidence to support the idea that alcohol taxes are
regressive.”” Furthermore, once the use of alcohol tax
revenues by the Government is considered, results can
be strongly progressive if revenues are used to finance
increased health or other pro-poor programmes. Note
that “soft” earmarking (ie, that which is not legally
required) helps overcome political opposition to higher
tobacco excise taxes.”* The same effect can be found
for SSB taxes: in the case of the Philadelphia SSB tax,
for instance, a significant proportion of revenues were
allocated to fund preschool education and community
schools.”

In the case of alcohol, the relative financial burden
may be affected not only by income but also, crucially,
by the intensity of drinking. In Australia, alcohol taxes
represent a higher burden to heavy drinkers, irrespec-
tive of their incomes. Because of that, Minimum Unit
Pricing (MUP) policies or taxes that increase the cost of
the cheapest alcohol can be more effective in reducing
alcohol consumption without having highly regressive
effects.” However, this partial study does not consider
the distributional impact on revenues and healthcare
cost savings.

Taxes and illicit trade
One of the common arguments the tobacco and alcohol
industries have used to challenge health taxes is to claim
that these policies will be ineffective because they will
encourage illicit trade. While illicit trade can undercut
prices in the market, there is little evidence that it has
undermined the effectiveness of taxes in raising overall
prices. Furthermore, price differences are not a signifi-
cant factor in explaining illicit trade; other factors such
as tax administration, enforcement and political govern-
ance are of much greater significance. Finally, the kinds
of large-scale illicit trade that could affect markets are
unlikely without direct or indirect complicity by the
companies that manufacture products in these highly
concentrated markets. Indeed, investigations have found
that the transnational tobacco industry is responsible for
producing about two-thirds of illicitly traded cigarettes.”*
While data on illicit trade is difficult to obtain,
researchers and investigators have developed sophis-
ticated methods for estimating its scale and sources."’
For example, researchers have estimated illicit trade
by measuring the gap between registered exports and
imports or between household consumption and legal
supplies of products. Researchers have studied tobacco
smuggling by randomly purchasing cigarettes from
smokers or by gathering discarded packets to generate
representative samples from which to extrapolate the
share and sources of illicit cigarettes. Criminal investiga-
tions have documented supply chains for illicit products

of all kinds. The information discussed here relies on a
combination of such evidence.

Evidence against the tobacco industry’s claims on illicit
trade is substantial. First, illicit trade has stayed the same
in the last decade despite increasing tobacco taxes. "7
In fact, illicit tobacco products, mostly cigarettes, consti-
tute a stable share in a shrinking market. Cigarettes have
become less affordable (measuring affordability as the
percentage of per capita GDP needed to purchase 100
packs of cigarettes) in 117 out of 168 countries between
2008 and 2018,97 and the lesser affordability came mostly
from increasing tobacco taxes. Based on WHO data, the
unweighted average of the total tax share (as a propor-
tion of final retail price) for the most sold brand of ciga-
rettes went from 46.6% in 2008 to 52.4% in 2018.” Out
of 174 countries with complete data in this period, 118
increased the total tax share, 48 increased it by more
than 10 percentage points, and 22 increased it by more
than 20 percentage points. There is no significant differ-
ence between the richest 40 and the poorest 40 coun-
tries, although the first had an initially higher total tax
burden (66.5% vs 37.6% in 2008).” Out of 179 countries,
91 increased the tax burden of specific taxes, 58 did it
by more than 10 percentage points and 33 by more than
20. A recent exercise in scoring changes in tobacco taxes
found that out of 170 countries, 51 increased tobacco
taxes between 2014 and 2018.” The global situation of
raising taxes and decreasing consumption does not fit
the tobacco industry’s narrative nor the evidence on
illicit trade.

Second, the evidence cited by tobacco companies to
link tobacco tax increases with illicit trade is weak and
generally based on studies financed by the tobacco
industry. These studies rarely make their methods and
data publicly available for peer review and scrutiny. By
contrast, independent studies have used cross-country
evidence to show that countries with higher taxes have
a lower penetration of illicit trade than those with lower
taxes.*” '’ Recent examples are cases in the UK, the Phil-
ippines, and Botswana.'”"™'" It is more likely that illicit
trade is driven less by tobacco price increases than by tax
administration authorities’ general capacity to enforce
taxation — and this is true not only for tobacco."’ Lack of
controls, corruption, and weak administrative capacities
may foster illicit trade, although countries with middling
administrative capacities, such as the Philippines and
Botswana (among others) have succeeded in restraining
illicit trade. Strengthening excise tax laws (eg, harsher
penalties, strong governance, control processes, etc.)
helps curb illicit tobacco trade (as illicit trade in any
other product).

Furthermore, smuggling on a scale that could affect
prices requires active involvement of industry — as
evidenced by guilty pleas in Canada in 2008'"* — or tacit
involvement — as evidenced by exports far exceeding
potential domestic demand in countries known to be
sources of illicit trade.'”
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For example, from the 1990s until they were found
guilty in 2004, Canadian tobacco manufacturers exported
tax-free Canadian brand cigarettes into the United States
and then smuggled them back into Canada. The industry
then used the evidence of smuggling (without admit-
ting their role) to lobby the Canadian government to
lower taxes. The excess consumption from the reduced
excise taxes and directly smuggled (and cheaper) ciga-
rettes were approximately 30-40 billion sticks in the early
1990s, leading to an estimated 30000 to 40000 tobacco-
attributed deaths.'” '

Tobacco industry complicity in illicit trade was also
the basis for large settlements with the European Union
in 2004, 2007, and 2010. Philip Morris International,
Japan Tobacco International, British American Tobacco,
and Imperial Tobacco Limited agreed to pay more than
$1billion as part of agreements aimed at halting prac-
tices that supported smuggling.'” " Additional cases
have been documented in Asia, Eastern Europe, former
Soviet republics, Latin America, the United States, and
the United Kingdom.'**""

Third, smugglers increase illicit cigarette prices in line
with increases in legal cigarette prices.95 Thus, even when
increased taxes divert some demand to the illicit market,
they push prices up in the illicit market as well, discour-
aging consumption.” Recent evidence shows that illicit
cigarette prices generally follow the prices of legal ciga-
rettes (correlation coefficient: 0.87).97 “1

For alcohol, there is less evidence of a relation-
ship between taxation and illicit, unrecorded alcohol
consumption. Unlike tobacco, alcohol is less susceptible
to smuggling because it is heavier and more difficult to
transport relative to its value. On the other hand, oppor-
tunities for artisanal, informal production are more wide-
spread.""” WHO estimates show that the global share of
unrecorded alcohol consumption fell from 28.6% in
2005 to 25.5% in 2016."'*'"? Estimates of such a share for
low- and lower-middle-income countries is around 43%
for 2016, while for upper-middle and high-income coun-
tries, it is about 17.5%."" Large variations also exist by
region. The same can be said for SSB illicit trade, where
there is a lack of any evidence relating higher SSB taxes
to increased SSB illicit trade.” The low price relative to
volume for SSB is probably, a “natural” hurdle for illicit
trading.

Increases in small-scale purchases of untaxed prod-
ucts (eg, bootlegging, cross-border shopping, etc.) have
also been blamed as consequences of higher taxes and
as reasons behind the failure of taxes to curb consump-
tion. Evidence on sub-national SSB taxes for some US
counties shows that, for instance, cross-border shop-
ping exists but is not enough to offset the decreases in
consumption that taxes produce.” "'* " There is also
evidence that the effect on aggregate consumption is
small for alcohol and tobacco and it fades with distance
from the border.""''®

Taxes and economic activity and employment

According to the tobacco, alcohol, and SSB industries,
excise taxes on these products reduce economic activity
and employment when people purchase less of them.
This argument, which contradicts their claims that
taxes do not have an impact on consumption,117 is also
simplistic and untrue. When taxes reduce the consump-
tion of these products, it can affect sales and employment
in those sectors. However, consumer spending on other
products will increase and raise sales and employment in
those other sectors.''® Furthermore, when governments
spend the excise tax revenues, they also generate employ-
ment. Studies have found that shifting demand from the
tobacco industry which is relatively capital-intensive to
industries that are more labour-intensive can actually
increase employment.*!

A relatively large body of evidence exists on this for SSB
taxes.' Although the SSB industry fought against a tax
increase in Mexico in 2014 by claiming it would reduce
employment, subsequent evidence showed that the policy
did not have any impact in terms of employment in the
manufacturing sectors affected by the tax.'*” Employment
in the retail sector was also unaffected (it even showed a
moderate increase). The same is shown for several cities
in the US that implemented such a tax. In the case of
San Francisco, a recent study showed that 2years after the
implementation of the SSB tax, there was no discernible
effect on employment for the overall economy, private
sector, supermarkets and other grocery stores, conve-
nience stores, limited-service restaurants, and beverage
manufacturing, when compared with a suitable synthetic
group.'® Similar results have been obtained in studies
simulating the impact of an SSB tax in California and Illi-
nois.'* A study using synthetic control analyses showed
that in the case of Philadelphia, trends in employment
in key industries and in net total employment in the
post-SSB tax period are not significantly different from
trends in the pre-tax period.”

In the case of alcohol, a study simulated the effect of
an alcohol tax increase on employment in six states and
found that such a tax would have a positive impact on
employment, mostly because the resulting fiscal expendi-
tures would spur greater economic activity.'*

Finally, in the case of tobacco, there is ample evidence
that tax and non-tax policies (such as smoke-free policies)
do not have a discernible effect on aggregate employ-
ment. Studies on this topic have been conducted for Scot-
land, the UK, the US, and some of its States (Michigan,
Indiana), Canada, South Africa, Zimbabwe, Bangladesh,
Bulgaria, Egypt, and Indonesia.*” In most cases, studies
found a net gain of jobs under normal circumstances
after a tobacco tax increase.

Though aggregate employment is not affected by
tobacco taxes, there may be specific groups (eg, small-
scale tobacco farmers) who may lose income or even
go out of business. In most cases, farmers have long-
established practices of shifting among crops in response
to demand and market prices.** In other cases, crop
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substitution programmes can be implemented. Alter-
natives to tobacco farming are present in countries as
diverse as Indonesia, Malawi, Kenya, Brazil, Canada™
and China."”* Compensatory programmes can also be
financed with tax revenues. For example, the Philippines
earmarked asignificant proportion (15%) of incremental
revenues from tobacco taxes to help tobacco farmers shift
to other crops.'” The benefits of reducing illnesses and
deaths associated with tobacco consumption, and envi-
ronmental costs from growing it, are substantially higher
than the costs of implementing these crop substitution
programmes.'** %7

Non-tax measures, such as smoke-free policies, were
also mentioned as hurting businesses (eg, bars, restau-
rants and pubs). However, studies conducted in several
countries have shown little effect on sales, employment,
number of establishments, business value, or gaming

revenue.40 128

CONCLUSIONS
In 1776, Adam Smith stated that “sugar, rum, and tobacco
are commodities which are nowhere necessaries of life,
which have become objects of almost universal consump-
tion, and which are therefore extremely proper subjects
of taxation.”'® Much time has passed since then and
evidence on the negative effects of the consumption of
tobacco, alcohol, and SSB is overwhelming (something
unknown when Smith made that statement). In addition,
economic theory has demonstrated that taxing products
that generate negative externalities not only increases
revenues but also increases economic efficiency.

Evidence collected over the past decades also shows
that tobacco taxation is the single most effective inter-
vention to curb tobacco use.! * * ** Recently, WHO has
included tobacco taxes as a “best buy” (interventions
with the highest cost-effectiveness) to reduce consump-
tion and the burden of diseases associated with its use."
The same can be said for alcohol taxation. In the case of
SSB taxes, although they have not been included in the
“best buy” list to reduce unhealthy diets, they have been
singled out as a cost-effective intervention for reducing
SSB consumption and the most cost-effective to reduce
SSB consumption.lgo

Reducing consumption of alcohol, tobacco, and SSB
and the burden of disease associated with them is not only
about reducing healthcare costs, which can be significant
and put great pressure on health systems. It is also about
increasing the social return on human capital. Chronic
illnesses and conditions associated with the consumption
of these products hinder individuals’ productive perfor-
mance (due to absenteeism and presentism — reduc-
tion of productivity at work due to illnesses). Premature
mortality (in the case of tobacco, for instance, smokers
lose on average a decade of life when compared with
non-smokers)* implies that social resources devoted to,
for instance, education and health, are not fully realised
and are prematurely lost. Loss of income due to illness
and mortality may affect households' present and future

well-being, creating a vicious cycle of lower human capital
investment and poverty.

Contrary to the simplistic arguments made by affected
industries, higher taxes on these harmful products are
highly progressive (ie, pro-poor). Because poorer indi-
viduals are more price-responsive, they have a higher
propensity to reduce consumption or quit altogether.
Consequently, they benefit disproportionately from
longer healthier lives, reduced spending on healthcare,
fewer lost days of work, and longer working lives.”® '*!
Evidence on this for countries of different income levels
is significant and consistent.

Unfortunately, in too many countries the use of these
taxes is still far from optimal. Most governments have
only enacted modest tax increases instead of the kind
of large excise hikes paired with non-price strategies
which will be most effective at reducing consumption. A
global assessment of tobacco taxes documented signifi-
cant progress but noted that it has been slow and remains
inadequate."”*

Taxes are an important element of broader efforts
to reduce consumption of tobacco, alcohol, and SSB.
They are not a cure-all. They should be used along with
other cost-effective measures. These measures include
mass media education campaigns, bans on smoking or
drinking in public places, prominent labelling showing
adverse health effects (especially for tobacco and
alcohol); restrictions on opening times (for alcohol);
restrictions on smoking and drinking alcoholic bever-
ages in public spaces; labelling of products with health
warnings (for tobacco, alcohol, and SSB); etc.'® There is
enough evidence on the effectiveness of these measures
to amply justify their implementation, with adaptation
and prioritisation depending on individual country
circumstances.

Twitter Guillermo R Paraje @gparaje and Prabhat Jha @countthedead

Acknowledgements The authors thank the valuable inputs from Jeremy Veillard,
Kate Mandeville, Ceren Ozer, Danielle Bloom, Hana Ross, Owen Smith, Corne van
Walbeek, Patrick Petit and Paul Isenman. The authors thank the useful research
assistance of Daniel Araya. The usual disclaim applies.

Contributors GP, PJ and WS planned the study. GP, PJ, WS and AF drafted,
critically reviewed, and provided substantial inputs to the manuscript. All the
authors contributed to the final version of the manuscript. All authors are the
guarantors of the study.

Funding GP acknowledges funding from Millenium Nucleus for the Evaluation and
Analysis of Drug Policies (nDP), the International Development Research Centre
(Grant 108442-001), the World Bank’s Healthy Longevity Initiative, and Bloomberg
Philanthropies (Grant 2022-110829). PJ acknowledges support from the World
Bank’s Healthy Longevity Initiative.

Competing interests None declared.

Patient and public involvement Patients and/or the public were not involved in
the design, or conduct, or reporting, or dissemination plans of this research.

Patient consent for publication Not applicable.

Ethics approval Not applicable.

Provenance and peer review Not commissioned; externally peer reviewed.
Data availability statement No data are available.

Open access This is an open access article distributed in accordance with the
Creative Commons Attribution 4.0 Unported (CC BY 4.0) license, which permits

Paraje GR, et al. BMJ Glob Health 2023;8:6011866. doi:10.1136/bmjgh-2023-011866

y61uAdoa Ag pajoalold 1senb Ag £202 ‘9z Jaquiadaq uo /wod fwg yb//:dny woiy papeojumoq "€20Z 1890100 6 U0 998TT0-£202-UBlwa/9eTT 0T Se paysiignd 1s1l :yifeaH qo|o [INg


https://twitter.com/gparaje
https://twitter.com/countthedead
http://gh.bmj.com/

BMJ Global Health 8

others

to copy, redistribute, remix, transform and build upon this work for any

purpose, provided the original work is properly cited, a link to the licence is given,
and indication of whether changes were made. See: https://creativecommons.org/
licenses/by/4.0/.

ORCID iDs

Guillermo R Paraje http://orcid.org/0000-0002-7863-907X
Prabhat Jha http://orcid.org/0000-0001-7067-8341
William Savedoff http://orcid.org/0000-0001-5313-2013

REF
1
2

3

10
11

12
13
14
15
16
17

18
19

20
21

22
23

24

ERENCES

The World Health Organisation. WHO report on the global tobacco
epidemic, 2021. Geneva World Health Organisation; 2021.

Jha P, Peto R. Global effects of smoking, of quitting, and of taxing
tobacco. N Engl J Med 2014;370:60-8.

Jha P, ed. CF. Curbing the epidemic. Governments and the
economics of tobacco control. Washington, DC: The World Bank,
1999: 140.

Jha P. The hazards of smoking and the benefits of cessation: a
critical summation of the epidemiological evidence in high-income
countries. Elife 2020;9:€49979.

World Health Organisation. Global status report on alcohol and
health; 2018. Geneva, Switzerland World Health Organisation;
2018.

Manthey J, Shield KD, Rylett M, et al. Global alcohol exposure
between 1990 and 2017 and forecasts until 2030: a modelling
study. Lancet 2019;393:2493-502.

United Nations Department of Economic and Social Affairs. World
population prospects 2019; 2021. Available: https://population.un.
org/wpp/Download/Standard/Population

The World Bank. The World Bank database. 2021. Available: http://
data.worldbank.org

Basu S, McKee M, Galea G, et al. Relationship of soft drink
consumption to global overweight, obesity, and diabetes: a
cross-national analysis of 75 countries. Am J Public Health
2013;103:2071-7.

World Bank. Taxes on sugar-sweetened beverages: summary of
international evidence and experiences. Washington, DC; 2020.
Goodchild M, Nargis N, Tursan d’Espaignet E. Global economic
cost of smoking-attributable diseases. Tob Control 2018;27:58-64.
Manthey J, Hassan SA, Carr S, et al. What are the economic costs
to society attributable to alcohol use? A systematic review and
Modelling study. Pharmacoeconomics 2021;39:809-22.

Batis C, Rivera JA, Popkin BM, et al. First-year evaluation of
Mexico’s tax on nonessential energy-dense foods: an observational
study. PLoS Med 2016;13:e1002057.

Allcott H, Lockwood BB, Taubinsky D. Should we tax sugar-
sweetened beverages? an overview of theory and evidence. J Econ
Perspect 2019;33:202-27.

Chaloupka FJ, Powell LM, Warner KE. The use of excise taxes to
reduce tobacco, alcohol, and sugary beverage consumption. Annu
Rev Public Health 2019;40:187-201.

Mozaffarian D, Rogoff KS, Ludwig DS. The real cost of

food: can taxes and subsidies improve public health? JAMA
2014;312:889-90.

Delipalla S, O’Donnell O. Estimating tax incidence, market

power and market conduct: the European cigarette industry. IJIO
2001;19:885-908.

Poterba JM. Retail price reactions to changes in state and local
sales taxes. National Tax Journal 1996;49:165-76.

Harris JE. The 1983 increase in the Federal cigarette excise tax. Tax
Policy and the Economy 1987;1:87-111.

Jha P, Guindon E, Joseph RA, et al. A rational taxation system of
Bidis and cigarettes to reduce smoking deaths in India. Econ Polit
Wkly 2011;46:44-51.

Nargis N, Hussain A, Goodchild M, et al. Tobacco industry pricing
undermines tobacco tax policy: a tale from Bangladesh. Prev Med
2020;132:105991.

Becker GS, Grossman M, Murphy KM. An empirical analysis of
cigarette addiction. Am Econ Rev 1994,84:396-418.

Ross H, Tesche J, Vellios N. Undermining government tax policies:
common legal strategies employed by the tobacco industry in
response to tobacco tax increases. Prev Med 2017;105S:519-22.
Marquez PV, Moreno-Dodson B. Tobacco tax reform at the
crossroads of health and development. In: Tobacco tax reform

at the crossroads of health and development. a multisectorial
perspective. Washington, DC: The World Bank Group, 2017.

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

Nelson JP, Moran JR. Effects of alcohol taxation on prices: a
systematic review and meta-analysis of pass-through rates. BE J
Econ Anal Policy 2020;20.

Young DJ, Bielinska-Kwapisz A. Alcohol taxes and beverage prices.
National Tax Journal 2002;55:57-73.

Ally AK, Meng Y, Chakraborty R, et al. Alcohol tax pass-through
across the product and price range: do retailers treat cheap alcohol
differently. Addiction 2014;109:1994-2002.

Shang C, Ngo A, Chaloupka FJ. The pass-through of alcohol
excise taxes to prices in OECD countries. Eur J Health Econ
2020;21:855-67.

Powell LM, Marinello S, Leider J. A review and meta-analysis of tax
passthrough of local sugar-sweetened beverage Taxes in the United
States. Chicago, IL, 2021.

Grogger J. Soda taxes and the prices of Sodas and other drinks:
evidence from Mexico. National Bureau of Economic Research
Working Paper Series; no.21197; 2015.

Colchero MA, Salgado JC, Unar-Munguia M, et al. Changes in
prices after an excise tax to sweetened sugar beverages was
implemented in Mexico: evidence from urban areas. PLoS One
2015;10:e0144408.

Berardi N, Sevestre P, Tépaut M, et al. The impact of a ‘soda tax’
on prices: evidence from French micro data. Applied Economics
2016;48:3976-94.

Bergman UM, Lynggard Hansen N. Are excise taxes on beverages
fully passed through to prices? the danish evidence. FA
2019;75:323.

Alvarado M, Kostova D, Suhrcke M, et al. Trends in beverage prices
following the introduction of a tax on sugar-sweetened beverages
in barbados. Prev Med 2017;105S:S23-5.

Nakamura R, Mirelman AJ, Cuadrado C, et al. Evaluating the 2014
sugar-sweetened beverage tax in Chile: an observational study in
urban areas. PLoS Med 2018;15:e1002596.

Scarborough P, Adhikari V, Harrington RA, et al. Impact of the
announcement and implementation of the UK soft drinks industry
levy on sugar content, price, product size and number of available
soft drinks in the UK, 2015-19: a controlled interrupted time series
analysis. PLoS Med 2020;17:e1003025.

Cawley J, Frisvold DE. The pass-through of taxes on sugar-
sweetened beverages to retail prices: the case of Berkeley,
California. J Pol Anal Manage 2017;36:303-26.

Silver LD, Ng SW, Ryan-lbarra S, et al. Changes in prices, sales,
consumer spending, and beverage consumption one year after a
tax on sugar-sweetened beverages in Berkeley, California. PLoS
Med 2017;14:e1002283.

Powell LM, Leider J, Léger PT. The impact of the cook county,

IL, sweetened beverage tax on beverage prices. Econ Hum Biol
2020;37:100855.

U.S. National Cancer Institute. The Economics of tobacco and
tobacco control; 2016.

Chaloupka FJ, Powell LM. Health taxes to save lives. Background
materials: case studies. New York: Bloomberg Philanthropies, 2019.
International Agency for Research on Cancer. Effectiveness of tax
and price policies for tobacco control. Lyon: The World Health
Organization, 2011.

Guindon GE, Paraje GR, Chaloupka FJ. The impact of prices and
taxes on the use of tobacco products in Latin America and the
Caribbean. Am J Public Health 2015;105:€9-19.

Goodchild M, Perucic A-M, Nargis N. Modelling the impact of
raising tobacco taxes on public health and finance. Bull World
Health Organ 2016;94:250-7.

Nikaj S, Chaloupka FJ. The effect of prices on cigarette use among
youths in the global youth tobacco survey. Nicotine Tob Res
2014;16:516-23.

Kostova D, Ross H, Blecher E, et al. Is youth smoking responsive to
cigarette prices? Evidence from low- and middle-income countries.
Tob Control 2011;20:419-24.

Chaloupka FJ, Pacula RL. Sex and race differences in young
people’s responsiveness to price and tobacco control policies. Tob
Control 1999;8:373-7.

Guindon GE, Paraje GR, Chavez R. PRICES, inflation, and smoking
onset: the case of Argentina. Econ Inq 2018;56:424-45.

Guindon GE, Paraje GR, Chaloupka FJ. Association of tobacco
control policies with youth smoking onset in Chile. JAMA Pediatr
2019;173:754-62.

Kostova D, Husain MJ, Chaloupka FJ. Effect of cigarette prices on
smoking initiation and cessation in China: a duration analysis. Tob
Control 2016;26:569-74.

Vellios N, van Walbeek C. Determinants of regular smoking

onset in South Africa using duration analysis. BMJ Open
2016;6:e011076.

Paraje GR, et al. BMJ Glob Health 2023;8:6011866. doi:10.1136/bmjgh-2023-011866

4BuAdoo Ag paraioid 1senb Ag £20z ‘9z Joquwiaoa@ uo /wod fwgyby/:dny woly papeojumod "€Z0Z 180100 6 U0 998TT0-€202-UBIG/9ETT 0T Se paysiiand 1S1y :yieaH oo CINgG


https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
http://orcid.org/0000-0002-7863-907X
http://orcid.org/0000-0001-7067-8341
http://orcid.org/0000-0001-5313-2013
http://dx.doi.org/10.1056/NEJMra1308383
http://dx.doi.org/10.7554/eLife.49979
http://dx.doi.org/10.1016/S0140-6736(18)32744-2
https://population.un.org/wpp/Download/Standard/Population
https://population.un.org/wpp/Download/Standard/Population
http://data.worldbank.org
http://data.worldbank.org
http://dx.doi.org/10.2105/AJPH.2012.300974
http://dx.doi.org/10.1136/tobaccocontrol-2016-053305
http://dx.doi.org/10.1007/s40273-021-01031-8
http://dx.doi.org/10.1371/journal.pmed.1002057
http://dx.doi.org/10.1257/jep.33.3.202
http://dx.doi.org/10.1257/jep.33.3.202
http://dx.doi.org/10.1146/annurev-publhealth-040218-043816
http://dx.doi.org/10.1146/annurev-publhealth-040218-043816
http://dx.doi.org/10.1001/jama.2014.8232
http://dx.doi.org/10.1016/S0167-7187(99)00057-0
http://dx.doi.org/10.1086/NTJ41789195
http://dx.doi.org/10.1086/tpe.1.20061764
http://dx.doi.org/10.1086/tpe.1.20061764
http://dx.doi.org/10.1016/j.ypmed.2020.105991
http://dx.doi.org/10.1016/j.ypmed.2017.06.012
http://dx.doi.org/10.1596/28494
http://dx.doi.org/10.1596/28494
http://dx.doi.org/10.1596/28494
http://dx.doi.org/10.1515/bejeap-2019-0134
http://dx.doi.org/10.1515/bejeap-2019-0134
http://dx.doi.org/10.17310/ntj.2002.1.04
http://dx.doi.org/10.1111/add.12590
http://dx.doi.org/10.1007/s10198-020-01177-w
http://dx.doi.org/10.1371/journal.pone.0144408
http://dx.doi.org/10.1080/00036846.2016.1150946
http://dx.doi.org/10.1628/fa-2019-0010
http://dx.doi.org/10.1016/j.ypmed.2017.07.013
http://dx.doi.org/10.1371/journal.pmed.1002596
http://dx.doi.org/10.1371/journal.pmed.1003025
http://dx.doi.org/10.1002/pam.21960
http://dx.doi.org/10.1371/journal.pmed.1002283
http://dx.doi.org/10.1371/journal.pmed.1002283
http://dx.doi.org/10.1016/j.ehb.2020.100855
http://dx.doi.org/10.2105/AJPH.2014.302396
http://dx.doi.org/10.2471/BLT.15.164707
http://dx.doi.org/10.2471/BLT.15.164707
http://dx.doi.org/10.1093/ntr/ntt019
http://dx.doi.org/10.1136/tc.2010.038786
http://dx.doi.org/10.1136/tc.8.4.373
http://dx.doi.org/10.1136/tc.8.4.373
http://dx.doi.org/10.1111/ecin.12490
http://dx.doi.org/10.1001/jamapediatrics.2019.1500
http://dx.doi.org/10.1136/tobaccocontrol-2016-053338
http://dx.doi.org/10.1136/tobaccocontrol-2016-053338
http://dx.doi.org/10.1136/bmjopen-2016-011076
http://gh.bmj.com/

8 BMJ Global Health

52

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

Shang C, Chaloupka FJ, Gupta PC, et al. Association between
tobacco prices and smoking onset: evidence from the TCP India
survey. Tob Control 2019;28:s3-8.

Gonzalez-Rozada M, Montamat G. How raising tobacco prices
affects the decision to start and quit smoking: evidence from
Argentina. Int J Environ Res Public Health 2019;16:3622.

Forster M, Jones AM. The role of tobacco taxes in starting and
quitting smoking: duration analysis of British data. Statistics in
Society 2001;164:517-47.

DeCicca P, Kenkel D, Mathios A. Cigarette taxes and the transition
from youth to adult smoking: smoking initiation, cessation, and
participation. J Health Econ 2008;27:904-17.

Hyland A, Laux FL, Higbee C, et al. Cigarette purchase patterns in
four countries and the relationship with cessation: findings from the
International tobacco control (ITC) four country survey. Tob Control
2006;15:iii59-64.

Shang C, Chaloupka F, Kostova D. Who quits? An overview of
quitters in Low- and middle-income countries. Nicotine Tob Res
2014;16:544-55.

Ross H, Kostova D, Stoklosa M, et al. The impact of cigarette
excise taxes on smoking cessation rates from 1994 to 2010 in
Poland, Russia, and Ukraine. Nicotine Tob Res 2014;16:S37-43.
Gallet CA. The demand for alcohol: a meta-analysis of elasticities.
Aust J Agric Res Econ 2007;51:121-35.

Guindon GE, Zhao K, Fatima T, et al. Prices, taxes and alcohol use:
a systematic umbrella review of reviews; 2020.

Jackson R, Johnson M, Campbell F, et al. Interventions on control
of alcohol price, promotion and availability for prevention of alcohol
use disorders in adults and young people. Sheffield, UK: ScCHARR
Public Health Collaborating Centre, The University of Sheffield, for
NICE Centre for Public Health Excellence, 2010.

Stockings E, Hall WD, Lynskey M, et al. Prevention, early
intervention, harm reduction, and treatment of substance use in
young people. Lancet Psychiatry 2016;3:280-96.

Burton R, Henn C, Lavoie D, et al. A rapid evidence review of the
effectiveness and cost-effectiveness of alcohol control policies: an
English perspective. Lancet 2017;389:1558-80.

Booth A, Meier P, Stockwell T, et al. Independent review of the
effects of alcohol pricing and promotion: part A: systematic
reviews. Sheffield, UK: University of Sheffield, 2008.

Van Walbeek C, Chelwa G. The case for minimum unit prices on
alcohol in South Africa. S Afr Med J 2021;111:680-4.

Sornpaisarn B, Shield KD, Cohen JE, et al. Can pricing deter
adolescents and young adults from starting to drink: an analysis
of the effect of alcohol taxation on drinking initiation among

Thai adolescents and young adults. J Epidemiol Glob Health
2015;5:845-57.

Paraje GR, Guindon GE, Chaloupka FJ. Prices, alcohol use
initiation and heavy episodic drinking among Chilean youth.
Ad(diction 2021;116:485-94.

Teng AM, Jones AC, Mizdrak A, et al. Impact of sugar-sweetened
beverage taxes on purchases and dietary intake: systematic review
and meta-analysis. Obes Rev 2019;20:1187-204.

Muhammad A, Meade B, Marquardt DR, et al. Global patterns in
price elasticities of sugar-sweetened beverage intake and potential
effectiveness of tax policy: a cross-sectional study of 164 countries
by sex, age and global-income decile. BMJ Open 2019;9.

The World Health Organisation. Tobacco industry: decades

of deception and duplicity. In: Organisation TWH. Geneva,
Switzerland, 2019.

Brownell KD, Warner KE. The perils of ignoring history: big tobacco
played dirty and millions died. How similar is big food? Milbank Q
2009;87:259-94.

How to access tobacco industry documents. Tobacco Control
2002;11:i39.

Smith KE, Savell E, Gilmore AB. What is known about tobacco
industry efforts to influence tobacco tax? A systematic review of
empirical studies. Tob Control 2013;22:144-53.

Larrain L. Fascismo, alimentos Y libertad de expresion santiago
de Chile: diario financiero. 2016. Available: https://lyd.org/centro-
de-prensa/noticias/2017/01/columna-luis-larrain-diario-financiero-
fascismo-alimentos-libertad-expresion

Hattersley L, Thiebaud A, Silver L, et al. Countering common
arguments against taxes on sugary drinks. In: Health, nutrition and
population global practice knowledge brief. 2020.

Global Tobacco Economics Consortium. The health, poverty,

and financial consequences of a cigarette price increase among
500 million male Smokers in 13 middle income countries:
Compartmental model study. BMJ 2018;361:k1162.

Del Carmen G, Fuchs A, Genoni ME. The distributional impacts of
cigarette taxation in Bangladesh. 2018.

78

79

80

81

82

83

84

85

86

87

88

89

90

91

92

93

94

95

96

97

98

99

100

101

102

103

104

105

106

Fuchs A, Matytsin M, Obukhova O. Tobacco taxation incidence:
evidence from the Russian federation. 2018.

Fuchs A, Meneses F. Tobacco price elasticity and tax progressivity
in Moldova. 2018.

Fuchs A, Meneses F. Are tobacco taxes really regressive? Evidence
from Chile. 2017.

Fuchs A, Meneses F. Regressive or progressive? The effect of
tobacco taxes in Ukraine. 2017.

Fuchs A, Del Carmen G. The Distributional effects of tobacco
taxation [Policy Research Working Paper;No 8558]. In: The
Distributional effects of tobacco taxation: the evidence of white and
clove cigarettes in Indonesia. 25 2018.

Fuchs A, Gonzalez Icaza F. The welfare and distributional effects of
increasing taxes on tobacco in Vietnam; 2019. Available: https://
openknowledge.worldbank.org/handle/10986/32062

Fuchs A, Del Carmen G, Mukon AK. Long-run impacts of increasing
tobacco taxes. In: Long-run impacts of increasing tobacco taxes:
evidence from south Africa. 26 2018.

Fuchs A, Mandeville K, Alonso-Soria AC. Health and Distributional
effects taxing sugar-sweetened Beverages: the case of
Kazakhstan. In: Poverty and Equity Notes. 2020.

Fuchs A, Orlic E. Time to quit: the tobacco tax increase and
household welfare in bosnia and herzegovina. 2019 Available:
https://openknowledge.worldbank.org/handle/10986/31249
Fuchs A, Gonzalez Icaza FDP. Distributional effects of tobacco
taxation: a comparative analysis [Policy Research Working
Paper;No 8805]. 2019. Available: https://openknowledge.
worldbank.org/handle/10986/31534

Postolovska |, Rouselle LF, Gillian T, et al. Estimating the
Distributional impact of increasing taxes on tobacco products in
Armenia: results from an extended cost-effectiveness analysis.
2017. Available: https://openknowledge.worldbank.org/handle/
10986/26386

Fuchs A, Gonzalez Icaza F. The welfare and distributional effects of
taxing SSB to reduce the risks of obesity in Ukraine; 2021.

Dantas Pereira Cohelo B. Distributive impact of health taxes in
Brazil; 2020.

Bhattacharya A. Who pays the tab? The distributional effects of UK
alcohol taxes. London, UK: Institute of Alcohol Studies, 2020.
Marinello S, Leider J, Pugach O, et al. The impact of the
Philadelphia beverage tax on employment: a synthetic control
analysis. Econ Hum Biol 2021;40:100939.

Vandenberg B, Sharma A. Are alcohol taxation and pricing policies
regressive? Product-level effects of a specific tax and a minimum
unit price for alcohol. Alcohol Alcohol 2016;51:493-502.

Gilmore AB, Gallagher AWA, Rowell A. Tobacco industry’s
elaborate attempts to control a global track and trace system and
fundamentally undermine the illicit trade protocol. Tob Control
2019;28:127-40.

Joossens L, Raw M. From cigarette smuggling to illicit tobacco
trade. Tob Control 2012;21:230-4.

Goodchild M, Paul J, Iglesias R, et al. Potential impact of
eliminating illicit trade in cigarettes: a demand-side perspective.
Tob Control 2022;31:57-64.

Paraje G, Stoklosa M, Blecher E. lllicit trade in tobacco

products: recent trends and coming challenges. Tob Control
2022;31:257-62.

The World Health Organisation. WHO report on the global tobacco
epidemic, 2019. Geneva The World Health Organisation; 2019.
Chaloupka F, Drope J, Siu E, et al. Tobacconomics cigarette tax
scorecard. Chicago, IL, 2020.

Joossens L, Merriman D, Ross H, et al. The impact of eliminating
the global illicit cigarette trade on health and revenue. Addiction
2010;105:1640-9.

Blecher E. Case studies in lllicit tobacco trade: United Kingdom.
University of lllinois at Chicago, 2020.

Diosana J, Sta Ana FS. Case studies in illicit tobacco trade: the
Philippines. University of lllinois at Chicago, 2020.

Dutra S, ed. The world bank. confronting illicit tobacco trade. a
global review of country experiences. Washington DC: The World
Bank, 2019.

Federal and provincial governments reach landmark settlement
with tobacco companies. press release. Lévis, Québec: Canada
Revenue Agency; 2008.

House of Commons Public Accounts Committee. Tobacco
smuggling. Third report [United Kingdom house of Commons:
London, UKURL]. 2003. Available: https://publications.parliament.
uk/pa/cm200203/cmselect/cmpubacc/143/14303.htm [Accessed
24 Apr 2023].

News CBC. Tobacco giants to pay up to $1.15B over contraband
sales. CBC News 2008.

Paraje GR, et al. BMJ Glob Health 2023;8:6011866. doi:10.1136/bmjgh-2023-011866

4BuAdoo Ag paraioid 1senb Ag £20z ‘9z Joquwiaoa@ uo /wod fwgyby/:dny woly papeojumod "€Z0Z 180100 6 U0 998TT0-€202-UBIG/9ETT 0T Se paysiiand 1S1y :yieaH oo CINgG


http://dx.doi.org/10.1136/tobaccocontrol-2017-054178
http://dx.doi.org/10.3390/ijerph16193622
http://dx.doi.org/10.1111/1467-985X.00217
http://dx.doi.org/10.1111/1467-985X.00217
http://dx.doi.org/10.1016/j.jhealeco.2008.02.008
http://dx.doi.org/10.1136/tc.2005.012203
http://dx.doi.org/10.1093/ntr/ntt179
http://dx.doi.org/10.1093/ntr/ntt024
http://dx.doi.org/10.1111/j.1467-8489.2007.00365.x
http://dx.doi.org/10.1016/S2215-0366(16)00002-X
http://dx.doi.org/10.1016/S0140-6736(16)32420-5
http://dx.doi.org/10.7196/SAMJ.2021.v111i7.15430
http://dx.doi.org/10.1016/j.jegh.2015.05.004
http://dx.doi.org/10.1111/add.15167
http://dx.doi.org/10.1111/obr.12868
http://dx.doi.org/10.1136/bmjopen-2018-026390
http://dx.doi.org/10.1111/j.1468-0009.2009.00555.x
http://dx.doi.org/10.1136/tc.11.suppl_1.i39
http://dx.doi.org/10.1136/tobaccocontrol-2011-050098
https://lyd.org/centro-de-prensa/noticias/2017/01/columna-luis-larrain-diario-financiero-fascismo-alimentos-libertad-expresion
https://lyd.org/centro-de-prensa/noticias/2017/01/columna-luis-larrain-diario-financiero-fascismo-alimentos-libertad-expresion
https://lyd.org/centro-de-prensa/noticias/2017/01/columna-luis-larrain-diario-financiero-fascismo-alimentos-libertad-expresion
http://dx.doi.org/10.1596/34361
http://dx.doi.org/10.1596/34361
http://dx.doi.org/10.1136/bmj.k1162
http://dx.doi.org/10.1596/1813-9450-8580
http://dx.doi.org/10.1596/1813-9450-8580
http://dx.doi.org/10.1596/1813-9450-8626
http://dx.doi.org/10.1596/1813-9450-8626
http://dx.doi.org/10.1596/29329
http://dx.doi.org/10.1596/29329
http://dx.doi.org/10.1596/1813-9450-7988
http://dx.doi.org/10.1596/1813-9450-7988
http://dx.doi.org/10.1596/1813-9450-8227
http://dx.doi.org/10.1596/1813-9450-8227
http://dx.doi.org/10.1596/1813-9450-8558
http://dx.doi.org/10.1596/1813-9450-8558
http://dx.doi.org/10.1596/1813-9450-8558
https://openknowledge.worldbank.org/handle/10986/32062
https://openknowledge.worldbank.org/handle/10986/32062
http://dx.doi.org/10.1596/29439
http://dx.doi.org/10.1596/29439
http://dx.doi.org/10.1596/33859
https://openknowledge.worldbank.org/handle/10986/31249
https://openknowledge.worldbank.org/handle/10986/31534
https://openknowledge.worldbank.org/handle/10986/31534
https://openknowledge.worldbank.org/handle/10986/26386
https://openknowledge.worldbank.org/handle/10986/26386
http://dx.doi.org/10.1016/j.ehb.2020.100939
http://dx.doi.org/10.1093/alcalc/agv133
http://dx.doi.org/10.1136/tobaccocontrol-2017-054191
http://dx.doi.org/10.1136/tobaccocontrol-2011-050205
http://dx.doi.org/10.1136/tobaccocontrol-2020-055980
http://dx.doi.org/10.1136/tobaccocontrol-2021-056557
http://dx.doi.org/10.1111/j.1360-0443.2010.03018.x
https://publications.parliament.uk/pa/cm200203/cmselect/cmpubacc/143/14303.htm
https://publications.parliament.uk/pa/cm200203/cmselect/cmpubacc/143/14303.htm
http://gh.bmj.com/

BMJ Global Health 8

107 Jha P, Hill C, Wu DCN, et al. Cigarette prices, smuggling, and sweetened beverages and nonessential energy-dense food in
deaths in France and Canada. Lancet 2020;395:27-8. Mexico. Prev Med 2017;105S:S43-9.

108 Sweeting J, Ma T, Johnson M, et al. Anti-contraband policy 121 Marinello S, Leider J, Powell LM. Employment impacts of the
measures: evidence for better practice; 2009. San Francisco sugar-sweetened beverage tax 2 years after

109 European anti-fraud office (OLAF). lllegal tobacco brusssels: implementation. PLoS One 2021;16:€0252094.
european commission 2023. Available: https://anti-fraud.ec.europa. 122 Powell LM, Wada R, Persky JJ, et al. Employment impact
eu/policy/policies-prevent-and-deter-fraud/illegal-tobacco_en of sugar-sweetened beverage taxes. Am J Public Health

110 Council NR. Understanding the U.S. lllicit tobacco market: 2014;104:672-7.
charac_:ter/stics, pol{cy context, and Iess_ons from intemational 123 Wada R, Chaloupka FJ, Powell LM, et al. Employment impacts of
experiences. Washington, DC: The National Academies Press, alcohol taxes. Prev Med 2017:105S:S50-5.

111 %%1\?éliioll:igueiredo V, Drope J, Iglesias R, et al. Consumo de 124 I;:J\tignt-ﬂ?:)% SA,%Tn:;iZSVL;ZZg f200r1tg_l;%%(.:;) 3ﬁ%m7m|: tobacco crop
cigarros llegais em cinco cidades brasileira. 2021. 125 Chavez JJ, Drope J, Li Q, eds. In: The economics of tobacco

112 World Health Organization. Global status report on alcohol and farming in the philippines. 2016.
health 2011. Geneva: World Health Organization, 2011. 126 Lencucha R, Drope J, Magati P, et al. Tobacco farming: overcoming

s ’\g\g;rlll% ';g?gh ger g:\r/];z-ac\llgrr]laelfizgftlr]sgfggnriigggnog ggcs:)ohol and ecl:n und;a;s&g;e&in;ggd:r;ent to comprehensive tobacco control. Tob

e n ; ’ ' ontro ;31:308-12.

14 E(e)\\;\gggl_elv’lt,a ie;ﬂeg:\;eﬁzg‘;rvim;Zes'gl‘g?r?zg‘;i i‘gjﬁ:‘;”ﬁ%ms and 127 Lecours N, Almeida GEG, Abdallah JM, et al. Environmental health
its border area. Ann Intern Med 2020;172:390-7. ’ ’ gg?gc; ?gzo%acco farming: a review of the literature. Tob Control

15 tl:;w;:léxébféiegrfé;hgérgsgﬁglS;&Il;t.l?Ez:r\;\/ﬁf’;eqngglbeverage 128 !_épez CMG, Buiz JAJ, Shigematsu LMR, et al. The economic
2020;37:100856. impact of Mexico city’s smoke-free law. Tob Control

116 Sornpaisarn B, Shield KD, Osterberg E, et al. Resource tool on alcohol 201,1 ;20:273-8. o
taxation and pricing policies: world health organization; 2017. 129 Sm'th,A' n.d. An inquiry !nto t‘he natu.re and causes of the wealth )

117 Petticrew M, Katikireddi SV, Knai C, et al. 'Nothing can be done of nations: mcmaster university archive for the history of economic
until everything is done': the use of complexity arguments by food, thought; 1776. o )
beverage, alcohol and gambling Industries. J Epidemiol Community 130 World Health Organisation. Tackling ncds: 'best BUYS' and other
Health 2017;71:1078-83. recommended interventions for the prevention and control of

118 Chaloupka FJ, Powell LM. Using fiscal policy to promote health: noncommunicable diseases. Geneva, Switzerland; 2017.
taXIng tobacco, ajcoho[, and sugary beveragesl New York: 131 Verguet S, Gauvreau CL, Mishra S, etal. The consequences of
Bloomberg Philanthropies, 2018. tobacco tax on household health and finances in rich and poor

119 Hattersley L, Fuchs A, Gonima A, et al. Business, employment, and Smokers in China: an extended cost-effectiveness analysis. Lancet
productivity impacts of sugar-sweetened beverages taxes. 2020. Glob Health 2015;3:206-16.

120 Guerrero-Lopez CM, Molina M, Colchero MA. Employment 132 Chaloupka F, Drope J, Siu E, et al. Tobacconomics cigarette tax
changes associated with the introduction of taxes on sugar- scorecard. 2nd ed. Chicago, IL, 2021.

10 Paraje GR, et al. BMJ Glob Health 2023;8:€011866. doi:10.1136/bmjgh-2023-011866

uBLAdo Ag padalold 1sanb Ag £202 ‘9z Jaquiadaq uo /wod fwg yb//:dny woiy papeojumod "€202 1290100 6 U0 998TT0-E202-UBIWA/9ETT 0T Se paysiiqnd 1sil :yeaH qoj CING


http://dx.doi.org/10.1016/S0140-6736(19)31291-7
https://anti-fraud.ec.europa.eu/policy/policies-prevent-and-deter-fraud/illegal-tobacco_en
https://anti-fraud.ec.europa.eu/policy/policies-prevent-and-deter-fraud/illegal-tobacco_en
http://dx.doi.org/10.7326/M19-2961
http://dx.doi.org/10.1016/j.ehb.2020.100856
http://dx.doi.org/10.1136/jech-2017-209710
http://dx.doi.org/10.1136/jech-2017-209710
http://dx.doi.org/10.1596/34082
http://dx.doi.org/10.1596/34082
http://dx.doi.org/10.1016/j.ypmed.2017.09.001
http://dx.doi.org/10.1371/journal.pone.0252094
http://dx.doi.org/10.2105/AJPH.2013.301630
http://dx.doi.org/10.1016/j.ypmed.2017.08.013
http://dx.doi.org/10.2105/AJPH.2018.304620
http://dx.doi.org/10.1136/tobaccocontrol-2021-056564
http://dx.doi.org/10.1136/tobaccocontrol-2021-056564
http://dx.doi.org/10.1136/tobaccocontrol-2011-050318
http://dx.doi.org/10.1136/tc.2010.036467
http://dx.doi.org/10.1016/S2214-109X(15)70095-1
http://dx.doi.org/10.1016/S2214-109X(15)70095-1
http://gh.bmj.com/

	Taxation of tobacco, alcohol, and sugar-­sweetened beverages: reviewing the evidence and dispelling the myths
	Abstract
	Introduction﻿﻿
	Effectiveness of tax policies to decrease consumption
	Pass-through of taxes to prices
	Price responsiveness of demand

	Challenges from the industry
	Regressivity of taxes
	Taxes and illicit trade
	Taxes and economic activity and employment

	Conclusions
	References


