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GLOBAL TOBACCO CONTROL: A DEVELOPMENT PRIORITY
FOR THE WORLD BANK GROUP

Tobacco use is a significant hurdle to
development gains worldwide. It is the 
leading cause of preventable death. 
Smoking-related illness costs billions 
of dollars each year, imposing a heavy 
economic toll on countries, both in terms 
of direct medical care for adults and lost 
productivity.  

Over the past 10 years, since entry into 
force of the WHO FCTC, efforts to control
tobacco have intensified globally. MPOWER 
is being implemented across the world. 
WHO estimates that 2.8 billion people in 
103 countries are now covered by at least 
one MPOWER measure at the highest level, 
up from 1 billion people in 42 countries in 
2007.   

In spite of these achievements, much more 
needs to be done to control this health 
scourge. Raising tobacco taxes to make
these deadly products unaffordable is the 
most cost-effective measure to reduce 
tobacco use or to prevent its initiation 
among youth. The benefits of higher tobacco
taxes and prices are obvious, as there are 
good health outcomes both for individuals 
and entire communities that result from 
reduced consumption of tobacco products. 
This fiscal measure also helps expand a
country’s tax base to mobilize additional
revenue to fund vital health programmes
and other essential public services. 

Looking ahead, increased tobacco taxation
(along with other taxes on potentially 
harmful products) could represent an 
important revenue stream for helping 
finance the uN’s Sustainable Development
Goals (SDGs) across the world.

Tobacco control is fully aligned with the
World Bank Group’s twin goals of ending 
extreme poverty by 2030, and boosting
shared prosperity by increasing the 
income of the bottom 40% of the world’s
population. It makes solid economic sense, 
given the high costs of tobacco-related ill 
health and premature death and disability of 
adults in their most productive years.

Tobacco use also disproportionately affects
the poorest people. More than 80% of the 
world’s smokers live in low- and middle-
income countries, harming health, incomes, 

earning potential, labour productivity, and
undermining human capital accumulation 
– a critical factor for sustainable economic 
growth and social development. 

The World Bank Group has long been
committed to tobacco control, and has had
an unambiguous global policy on tobacco 
since 1999. This policy means the World
Bank does not lend directly to, provide 
grants for investment in, or guarantee
investments or loans or credits for tobacco 
production, processing, or marketing.
unmanufactured and manufactured 
tobacco, tobacco processing machinery and 
equipment, and related services are included
in the negative list of imports in projects 
funded by the World Bank. Moreover, World
Bank technical assistance programmes
support efforts to increase taxes and prices 
on tobacco products. 

Over the past two decades, the World Bank 
has carried out a substantial amount of work 
to increase knowledge of issues related to 
tobacco control. A 1999 World Bank report, 
Curbing the epidemic: governments and the
economics of tobacco control, contributed 
to the successful negotiations of the WHO
FCTC. The World Bank’s Economics of 
Tobacco Toolkit helps researchers analyse
the economics of tobacco policies in their 
countries, while other reports on the 
challenge posed by noncommunicable 
diseases in numerous regions and countries 
highlight the importance of tobacco control 
as a priority public policy intervention. 
World Bank teams, working with in-
country, regional and global partners, have 
provided technical assistance to design 
and implement tobacco taxation reforms 
intended to reduce tobacco use by raising
prices for these products.       

In partnership with the Bill & Melinda 
Gates Foundation and Bloomberg
Philanthropies, and in coordination with 
the WHO FCTC Secretariat and the World
Health Organization, the World Bank is now
launching a new global effort to promote, 
build national capacity for, and support 
priority middle- and low-income countries 
in the design, enactment, implementation, 
and monitoring of tax policy reforms to 
make tobacco products unaffordable, 

reduce consumption and improve health 
conditions. Technical assistance will also
be provided to strengthen the institutional 
capacity of countries to curtail illicit trade of
tobacco. Support will be provided to develop 
knowledge-sharing platforms to facilitate 
peer-to-peer exchanges among policy-
makers and other country officials on the
economics of tobacco control.

To this end, the World Bank’s health,
macroeconomic and fiscal management, 
and governance practices are starting to
work together, leveraging their access to
ministries of finance, health and other 
related government agencies to take
tobacco taxation efforts to scale, expand the 
use of policy advice, technical assistance, 
and funding instruments for supporting 
country efforts, and institutionalize tobacco 
taxation as part of the World Bank’s country
assistance strategies globally. The World 
Bank’s multisectoral engagement will 
complement in a coordinated manner WHO’s 
global and country work on tobacco control. 

The World Bank is committed to support
the implementation of the global tobacco 
control effort outlined in this report, 
particularly tobacco taxation. Effective
tobacco tax regimens that make tobacco
products unaffordable represent a 21st 
century intervention to tackle the growing 
burden of noncommunicable diseases. 
We are convinced that, working together 
with WHO and other partners in support
of countries, we will be able to prevent the 
human tragedy of tobacco-related illness and
death, and save countless lives each year.  By
doing so, not only we will be able to honour 
the memory of loved ones who suffered and 
were lost to tobacco-related diseases, but 
also contribute to sustainable economic and 
social development across the world.

Raising tobacco taxes to make these deadly products 
unaffordable is the most cost-effective measure
to reduce tobacco use or to prevent its initiation 

among youth.

The World Bank is committed to support the 
implementation of the global tobacco control effort 
outlined in this report, particularly tobacco taxation.

Dr Tim Evans, Senior Director, and Patricio Marquez, Lead Health Specialist
Health, Nutrition and Population Global Practice, World Bank Group

Dr Tim Evans Patricio Marquez
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implementation of the global tobacco control effort 
outlined in this report, particularly tobacco taxation.

 

Dr Tim Evans, Senior Director, and Patricio Marquez, Lead Health Specialist
Health, Nutrition and Population Global Practice, World Bank Group

Dr Tim Evans Patricio Marquez
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GENEVA – Over the last ten years, impressive gains have been made in the battle against the
tobacco epidemic. Spurred by the World Health Organization Framework Convention on
Tobacco Control, which entered into force in 2005, most countries have launched
comprehensive tobacco-control programs. But much more remains to be done. If the tobacco
epidemic is left unaddressed, the WHO estimates that it will kill one billion people over the
course of this century.
Tobacco use has the potential to undermine economic and social development worldwide. In
order to offset this, the WHO has identified six policies – encapsulated in the acronym
MPOWER – that can stamp out the tobacco epidemic: Monitor tobacco use and prevention
policies; protect people from tobacco smoke; offer help to quit tobacco use; warn people about
the dangers of tobacco; enforce bans on tobacco advertising, promotion, and sponsorship; and
raise taxes on tobacco.

Each letter of the acronym is important and necessary in the fight against the tobacco
epidemic. But the last one – raising taxes on tobacco products – is deserving of careful
attention. According to the latest WHO Report on the Global Tobacco Epidemic, levying taxes on
tobacco is one of the cheapest and most effective measures to prevent death and suffering.
Unfortunately, it is a tool that few countries are using.

The evidence of progress detailed in the WHO’s report is impressive. The report makes a
strong case for the implementation of MPOWER, showing how effective robust interventions
can be. Decisive action in many countries has ensured that almost half the world population is
covered by at least one MPOWER measure applied at the highest level. Since 2007, the number
of countries implementing some form of the recommendations has more than doubled – and
millions of lives have been saved.

The report also details the efforts countries are making to meet tobacco-control targets and
makes recommendations for improvement. In many cases, it suggests raising taxes on tobacco.
Despite the strategy’s proven effectiveness, it is the least implemented MPOWER measure.
According to a WHO report, only 33 countries levy sufficiently high taxes on tobacco,
amounting to at least 75% of the retail price of cigarettes. This means that only one in ten
people worldwide benefits from this measure.

Taxes on tobacco cost little to implement and lead to a windfall of benefits. They make tobacco
products less affordable, helping addicts quit and preventing non-users – especially young
people, women, and the poor – from ever starting. Raising taxes lowers the burden of non-
communicable diseases, improves public health, and reduces expenditures on tobacco-related
illnesses. The levies also provide countries with additional revenue that can be used to fund
vital health programs and other essential public services. Indeed, tobacco taxation is an
untapped source of domestic financing that will be important for the successful
implementation of the post-2015 Sustainable Development Goals.
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The tobacco industry and other vested interests argue that tax increases on tobacco products
fuel illicit trade. Accumulated international experience, however, exposes the flaws in this
argument. In high-income countries, where taxes have increased tobacco prices, illicit trade is
less widespread than in low-income countries with few taxes on tobacco. Indeed, many
countries – including Chile, Brazil, Hungary, Spain, and the United Kingdom – have increased
tobacco taxes while curbing illicit trade.

Every country has an obligation – and the ability – to protect its people’s wellbeing.
Governments have made tremendous progress in the fight against the tobacco epidemic
through the implementation of multiple MPOWER measures, but many could be doing much
more if they were willing to raise taxes on tobacco.

Our organizations, the WHO and The World Bank Group, believe that it is a moral and
economic imperative to support every possible measure of tobacco control. Taxes on tobacco –
the least expensive, least implemented, and most effective tool in the fight to reduce the use of
this deadly product – should not be left unimplemented. By raising the cost of tobacco, we have
the potential to reverse the epidemic, prevent widespread illness and suffering, and save
millions of lives every year.

OLEG CHESTNOV
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Oleg Chestnov is Assistant Director-General of the World Health Organization Noncommunicable Diseases and
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Ko� Annan, the former Secretary-General of the United Nations, observed that knowledge is power and information
is liberating. Indeed, the collection, analysis and dissemination of data and information should not be seen only as
an instrument of scienti�c inquiry but more importantly, as a critical tool for guiding the formulation and
implementation of policies to address complex problems in society. 

Last week at George Washington University in Washington, D.C., we had the opportunity to participate in the
presentation of the �ndings of the Institute of Health Metrics and Evaluation’s (IHME) Global Burden of Diseases,
Injuries, and Risk Factors Study 2015 (GBD). Published as part of a dedicated issue of The Lancet, the GBD provides a
picture of population health dynamics across the world over the last 25 years.  The evidence generated by the GBD
on the basis of comparable health estimates by year, age, and sex for 249 causes from 195 countries and territories,
represents an important “global public good” as it informs current and future health policy discussions around the
world. 

What are some of the key �ndings of the GBD 2015?

Globally, life expectancy at birth has increased signi�cantly from 61.7 years in 1980 to 71.8 years in 2015.  It is
particularly noteworthy that several countries in sub-Saharan Africa had large gains in life expectancy after
years of high loss of life due to HIV/AIDS. These gains largely re�ect increased access to diagnosis and
treatment. Violence and con�ict, however, contributed to rising mortality and stagnation and decline in life
expectancy in some regions, such as the Middle East.  This phenomenon was clearly observed in Syria, where
male life expectancy dropped by 11.3 years to 62.5 years over the 2005-2015 period.
Over the 1990-2015 period, the world as a whole has been undergoing a health transition (Fig. 1 below).
Whereas total deaths and age-standardized death rates due to communicable (e.g., HIV/AIDS, malaria),
maternal, neonatal, and nutritional conditions signi�cantly declined, marked increases were recorded in total
deaths and age-standardized death rates from non-communicable diseases (NCD). Vascular disease, cancers,
and chronic respiratory diseases are the leading causes of NCD deaths; the relative importance of Alzheimer’s
disease and other dementias as a cause of death increased as well, re�ecting the aging of the population. 
Age-standardized death rates from injuries declined, although interpersonal violence and armed con�icts
claimed a higher number of lives in 2015.
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Source: The Lancet (2016, Volume 388, Number 10053). 

Non-fatal outcomes of disease and injury detract from the ability of the world’s population to live in full
health. As populations grow and increase in average age, the total burden of disability is rising quickly. As a
result, the number of people living with sequelae of diseases and injuries is increasing.  Between 2005-2015,
NCDs account for 18 of the leading 20 causes of age-standardized years lived with disability (YLDs).  GBD also
con�rms the large contribution of mental and substance use disorders to global disability, which raises the
importance of achieving mental health parity in the provision of health and social services.
In terms of environmental, behavioral, occupational, and metabolic risk factors and their attributable
burden of disease, the GBD illustrates a health risk transition across the world.  Attributable disability-
adjusted life years declined for environmental risks such as unsafe water, sanitation, and hygiene, as well as
household air pollution, micronutrient de�ciencies, childhood undernutrition.  These trends, which
experienced a signi�cant decline as countries develop, are driving the notable reduction in the relative
importance of infectious diseases as leading causes of ill health and death.  By contrast, some health risk
factors are growing worse as countries develop contributing to the rising burden of NCDs. Globally, the
leading risk factors are high systolic blood pressure, smoking, high blood sugar level, and high body-mass
index.  In some regions, alcohol and drug use as well as exposure to occupational risks and air pollution are
also important risks.

Overall, the �ndings of GBD 2015 convey some good news, but they also point to emerging challenges as well as
opportunities for action.  In moving the global health agenda forward, an important message from the GBD that we
should keep in mind is that development drives, but does not determine, the health status of the population. As
observed worldwide, more developed countries tend to be healthier than less developed ones, but countries are
much healthier than expected given their level of development, such as Ethiopia, China, Cuba, and Spain.  

Figure 1: Leading Causes of Global YLLs for both sexes, 1990, 2005, 2015 



For those engaged in policy dialogue,  program design and implementation at the global, regional and country 
levels, the above message implies that the e�ective use of the wealth of data and information from GBD demands 
that we assess and try to understand the particular drivers of the observed trends in speci�c contexts.  In doing so, 
we must keep in mind that a close relationship exists in cause, course, and outcome between communicable 
diseases, maternal, perinatal, and nutritional conditions, and NCDs--they are part of the same biological continuum. 
This re�ects common underlying social conditions, such as poverty and unhealthy environments, and 
commonalities across disease groups in causation, co-morbidity, and care needs. Frequently, both communicable 
diseases and NCDs, or a combination of risk factors, co-exist in the same individual, and one can increase the risk or 
impact of the other, as happens for example with diabetes and tuberculosis. Similarly, factors like maternal health, 
the intra-uterine environment, and low birthweight can have long-term consequences for developing NCDs.  

This inescapable reality reinforces the need for integrated approaches at the country level that address functions 
(prevention, treatment, and care) rather than disease categories. And given the multisectoral nature of health 
conditions, actions that reach beyond the health system, such as �scal and regulatory policies, have to be essential 
components of an e�ective arsenal of interventions to improve health conditions globally. 
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It is safe to argue that the issue of income and wealth inequality is nowadays at the center of political
debate across the world. Leading intellectuals such as Thomas Piketty in his seminal work, “Capital in the
Twenty-First Century,” and Joseph Stiglitz in “The Price of Inequality” have rigorously analyzed the
evolution of this social phenomenon and argued that increased inequality and lack of opportunity are
creating divided societies that are endangering the future of nations.

Those working in public health [1] have for years documented and discussed how low and decreasing
incomes, decline in standards of living, and lack of or limited access health care and other essential
services contribute to inequalities in health, manifested in a widening gap in life expectancy between the
rich and the poor.
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While the relationship between income and life expectancy is now well established, recent studies on the
United States population yield new evidence that helps enhance our understanding of the characteristics of
this phenomenon and provide insights for policy action.

A Brookings Institution report, “Later Retirement, Inequality in Old Age, and the Growing Gap in Longevity
between Rich and Poor [2],” has documented how increased earnings inequality over the last three decades,
especially among men, has resulted in a concentration of longevity gains among the well-educated and
those at the top of the income distribution.

The findings call into question policy proposals that advocate increasing the retirement age in line with
increases in average life expectancy, as they may have large unintended distributional consequences (i.e.
those in the top income brackets can expect to claim and enjoy for a longer period of time the benefits from
Social Security and Medicare programs than those men and women in the bottom of the income distribution
that tend to delay their retirement and have more physically demanding occupations or die prematurely).

A study in the Journal of the American Medical Association, “The Association between Income and Life
Expectancy in the United States 2001-2014 [3],” also demonstrated that in the United States between 2001
and 2014, higher income was associated with greater longevity. Data from the study provided evidence of
relationships between life expectancy and socioeconomic factors such as differences in access to medical
care, environmental differences, adverse effects of inequality, and labor market conditions.   

A key finding in the study is that most of the variation in life expectancy across geographical areas was
observed to be related to differences in health behaviors, including smoking, obesity, and physical activity,
and local area characteristics, such as existence of public policies that promote health — smoking bans and
higher taxation rates for cigarettes, or greater funding for public services.   

It should not surprise us that the above studies demonstrate anew that the way people live is directly related
to their consequent risk of illness and premature death. The question for all of us is, what can be done to
address the socioeconomic disparities in health and alter the pattern of increasing differential mortality? 

For one, effective government policies are needed at the macro level since they affect wealth dynamics in a
society. In particular, the enactment of progressive tax reform to mobilize domestic revenues for public
investment and other public needs should be a priority policy goal, alongside efficient allocation and
utilization of those resources. And, if we accept the fact that besides job loss, economic trauma among
individuals and families is caused by ill health, premature mortality, and disability, the mobilization of
additional domestic resources should be linked to supporting the progressive realization of universal health
coverage [4] (UHC).

Achieving UHC involves implementation of population-based strategies and interventions to deal with health
risk factors at the societal level, such as tobacco taxation and bans on smoking [5] in public places; measure
to control alcohol and substance abuse; and road safety measures. It also means facilitating access to
timely medical care and protecting the population from the impoverishing impact of high out-of-pocket
expenditures in case of illness.   

Additionally, improvements are needed in the design of public pension [6] plans to prevent inequality among
the aged due to changes in retirement patterns and differential rates of mortality, and ensure redistribution
of wealth across population groups. The growing concentration of longevity and better health status among
those at the top of the wealth and income pyramid in a society should not be our destiny. 

Rather, let’s accept, as Stiglitz advises us, that our vision should be of a “society where the gap between
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the have and the have-nots has been narrowed, where there is a sense of shared destiny, a common
commitment to opportunity and fairness … where we take seriously the Universal Declaration of Human
Rights [7], which emphasizes the importance of not only civil rights but of economic rights.” 

And, I would add, the vision needs to include health rights for all as well.
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When I was a teenager in Belgium, my parents wanted to make sure that I wouldn’t become a smoker. At the
age of 15, I had tried a few cigarettes [1] with friends and they were worried I would pick up the habit. They could
have organized a complicated system of surveillance and sanctions to monitor and prevent my smoking
behavior. Instead, my dad offered me a very simple deal: “if you are not smoking by the time you graduate from
high school, I will pay your trip to a destination of your choice in Europe during the summer before you start
college”. My dad’s deal worked well: I took a great trip to Greece [2] – my first flight – with a few friends and I
have never smoked after those first cigarettes at 15.

Let’s think more carefully about the deal my dad made with me. First, why did he do it? Sure, they are loving
parents and they knew that smoking is addictive and would be harmful to my health and to my wallet. But at age
15, I knew that as well: that smoking was endangering health was clearly written on cigarettes packs and we
had attended smoking prevention sessions in high school. Still smoking was very common among my friends
and any place we would go out to in the evening, in bars and at parties, was smoke-filled. We expect rational
and reasonable individuals to use the information about the risks of tobacco and decide not to smoke. But most
teenagers are not always reasonable, especially when facing peer-pressure, and smoking is addictive: once
you have started, it’s really hard to quit. In behavioral economics terms, we would say that teen rationality is
bounded. So, my parents thought that my decision process needed some guidance and they used an incentive
to nudge me in the right direction. This can be seen as paternalistic, but isn’t that what parenting is about?

I am sure my parents focused first on my own health, but they might have also thought about the well-being of
others when they incentivized me to not smoke. I am the first of three brothers, so my behavior would likely be
an example, good or bad, for my siblings. They might have anticipated that one day I would start a family and
tried to prevent second-hand smoke for their grandchildren. They reasoned that by influencing my behavior, it
would indirectly benefit others. In economic parlance, we would say that they realized that smoking was
creating a negative externality, and they used a financial incentive to help me internalize the cost I would have
imposed on others by smoking.

Finally, like with many other risky behaviors such as drugs, alcohol, unsafe sex or unhealthy diet, the issue with
smoking is that there is a time disconnect: the enjoyment of the cigarette is immediate while the negative
consequences reach far in the future. Indeed, most smokers do not experience severe health consequences
before they are in their 50s or 60s. By offering me a trip conditional on not smoking towards the end of my
teenage years, my father brought the benefit of smoking abstinence much closer to the present. His calculation
was quite clever: he knew that most teenagers start smoking before age 18 and that if I had made it smoke-free
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by then, the chances that I would start later would be small.

In a recent working paper, I review the use of financial incentives to prevent undesirable behaviors. [3] I go
beyond smoking to cover other risky behaviors such as unsafe sex and HIV prevention, obesity, alcohol and
drug use and even early marriage. I discuss how financial incentives can influence undesirable behaviors
through three mechanisms which are linked to the three reasons explaining their prevalence: externalities,
bounded rationality and resource constraints.

By linking his offer to pay for my summer trip to the fact that I was not smoking, my father made it more
expensive for me to smoke. If I had been smoking by the time I was graduating from high school, I would have
lost that reward and either stayed home or worked more to travel. This price effect allowed the negative
externality caused by my smoking behavior to be internalized. The incentive also helped to overcome my
“bounded rationality” as a teenager: impulsive decisions, vulnerable to peer pressure and to addiction,
discounting the health consequences of tobacco far into the future.

The income effect from the incentive might relax the resource constraints that prevent people to engage in less
risky behaviors. This income effect is not obvious for those behaviors which are costly to the individuals such as
smoking, alcohol or drug consumption. In those cases, people would save by quitting the behavior. But a cash
transfer could, for example, help households buy healthier food or pay for gym membership.  In the case of
unsafe sex, the direction of the income effect might vary with gender. For some lower income women, the
transfer could indeed ameliorate immediate economic pressures to engage in transactional sex.

In the rest of the paper, I review the evidence from several examples of incentives which have been used and
evaluated to prevent undesirable behaviors. I also address one very legitimate question about these financial
incentives: how sustainable are they in the long-term? In other words, will the beneficiaries need to be
incentivized life-long or for a long period to choose the safe behavior? I will focus on this question in the second
part of this blog.
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From June 1 it has begun to feel like public health might be starting to win out in the battle
against tobacco in Beijing. The Beijing smoke-free law now makes it illegal to light up in
workplaces, restaurants, hotels and other public spaces across the city. But the battle against
tobacco is far from over. Tobacco products still kill thousands of Chinese people every day.

There is a way to combat this, though: tobacco tax. Quite simply, a big enough tax increase
could save millions of lives in the next decade.

Tobacco use significantly contributes to a fast growing epidemic in China: non-communicable
diseases such as heart attacks, strokes, cancer and chronic pulmonary diseases. These
conditions are now the leading causes of premature death, ill health and disability in China,
accounting for more than 80 percent of total annual deaths. If tobacco use is not significantly
reduced, it will aggravate the economic and social impact of an aging population, increasing the
odds of a future economic slowdown, which in turn will pose a significant social challenge.

Experience from many other countries shows that not only is tobacco tax an effective means to
reduce tobacco consumption and associated healthcare costs, it can also provide significant

Home China US World Business Sports Travel Life Culture Entertainment Photo Opinion Video Forum

http://usa.chinadaily.com.cn/2011toplogo.html?AcrobatWebCapTID2#
http://usa.chinadaily.com.cn/2011toplogo.html?AcrobatWebCapTID2#
http://searchen.chinadaily.com.cn/?q=
http://searchen.chinadaily.com.cn/?q=
http://www.chinadaily.com.cn/hqzx/
http://www.chinadaily.com.cn/hqzx/
http://www.chinadaily.com.cn/index.html
http://europe.chinadaily.com.cn/
http://africa.chinadaily.com.cn/
http://www.chinadailyasia.com/
http://www.asianewsphoto.com/Web_ENG/default.aspx
http://usa.chinadaily.com.cn/
http://usa.chinadaily.com.cn/opinion/
http://usa.chinadaily.com.cn/opinion/contributors.html
javascript:Print()
javascript:doZoom(16)
javascript:doZoom(14)
javascript:doZoom(12)
http://www.bshare.cn/share
http://www.bshare.cn/share
http://usa.chinadaily.com.cn/china/2016-03/15/content_23883862.htm
http://usa.chinadaily.com.cn/china/2016-03/15/content_23876709.htm
http://usa.chinadaily.com.cn/china/2016-03/15/content_23871611.htm
http://usa.chinadaily.com.cn/china/2016-03/15/content_23883774.htm
http://usa.chinadaily.com.cn/china/2016-03/10/content_23809077.htm
http://usa.chinadaily.com.cn/china/2016-03/10/content_23813468.htm
http://usa.chinadaily.com.cn/index.html
http://usa.chinadaily.com.cn/index.html
http://usa.chinadaily.com.cn/china/index.html
http://usa.chinadaily.com.cn/china/index.html
http://usa.chinadaily.com.cn/us/index.html
http://usa.chinadaily.com.cn/us/index.html
http://usa.chinadaily.com.cn/world/index.html
http://usa.chinadaily.com.cn/world/index.html
http://usa.chinadaily.com.cn/business/index.html
http://usa.chinadaily.com.cn/business/index.html
http://usa.chinadaily.com.cn/sports/index.html
http://usa.chinadaily.com.cn/sports/index.html
http://usa.chinadaily.com.cn/travel/index.html
http://usa.chinadaily.com.cn/travel/index.html
http://usa.chinadaily.com.cn/life/index.html
http://usa.chinadaily.com.cn/life/index.html
http://usa.chinadaily.com.cn/culture/index.html
http://usa.chinadaily.com.cn/culture/index.html
http://usa.chinadaily.com.cn/entertainment/index.html
http://usa.chinadaily.com.cn/entertainment/index.html
http://usa.chinadaily.com.cn/photo/index.html
http://usa.chinadaily.com.cn/photo/index.html
http://usa.chinadaily.com.cn/opinion/index.html
http://usa.chinadaily.com.cn/opinion/index.html
http://usa.chinadaily.com.cn/video/index.html
http://usa.chinadaily.com.cn/video/index.html
http://bbs.chinadaily.com.cn/index.php
http://bbs.chinadaily.com.cn/index.php
http://www.chinadaily.com.cn/mobile/


Raise tobacco tax to save lives in China|Op-Ed Contributors|chinadaily.com.cn

http://usa.chinadaily.com.cn/opinion/2015-12/25/content_22803178.htm[11/13/2018 2:21:37 PM]

revenue which can be reinvested into other priorities.

The Philippines is a great example of how tobacco taxes are "win-win". The 2012 Philippines
"Sin Tax" Law has raised and simplified tobacco and alcohol excises, increased government
revenues and reduced smoking. Retail prices of cigarettes increased significantly, with early data
suggesting a decline in smoking prevalence.

Despite the decline in volume, revenue still increased - nearly doubling the Philippines'
Department of Health's budget. This enabled fully subsidized health insurance to be provided to
the poorest 40 percent of the population - 14 million families, or approximately 45 million people.

In May 2015, China's Ministry of Finance announced an increase in tobacco taxation, of 0.005
renminbi per individual cigarette, alongside an increase in the wholesale tax rate. Importantly,
this tax increase is flowing onto retail prices - making cigarettes a little more expensive across
China as a result.

This tax increase adopted by the government of China, in line with its commitment to the World
Health Organization's Framework Convention on Tobacco Control, is an important step in the
right direction. However, it is only one step. As the recently released 2015 WHO Report on the
Global Tobacco Epidemic points out, tobacco taxes must be increased regularly in order to
reduce tobacco use. Otherwise, if incomes rise more quickly than inflation, the relative cost of
tobacco products can actually decrease over time.

This has been the case in China over the last decade as the economy has grown, incomes have
increased, and tobacco products have become more affordable. Compared with the progress
made in other BRICS (Brazil, Russia, India, China and South Africa) countries, China is lagging
behind in raising tobacco taxes.

Higher tobacco taxes not only help smokers quit, but crucially they also prevent the next
generation from taking up smoking in the first place. The vast majority of smokers start smoking
when they are young. Higher tobacco taxes make cigarettes much less affordable for teenagers,
helping to protect the coming generations from tobacco disease and death.

If tobacco control measures are not strengthened with steeper tobacco tax increases, China's
non-communicable disease epidemic will continue to explode over the next 20 years. This really
has the potential to undermine the Chinese government's agenda for harmonious and human-
centred development, particularly by aggravating health inequities.

The WHO and the World Bank Group stand ready to support the government of China in
advancing the tobacco taxation agenda. A healthy future for China depends on it.

Bernhard Schwartlander is WHO China representative, and Bert Hofman is World Bank's country
director for China, Mongolia and South Korea.
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Saving Lives by Taxing Tobacco 

Interview with Patricio V Marquez, Lead Public Health Specialist, World Bank Group 

Izvestia Newspaper, Moscow, August 29, 2019 

One of the goals set forth in the new presidential decree enacted by  President Vladimir Putin in May 2018 

is to increase the life expectancy of the population to 80 years by 2030. 

Over the past decade, Russia has achieved great progress in increasing the life expectancy of its people. 

For example, in 2005, the average life expectancy of men in Russia was 58 years while now it stands at  

67.5 years.  I believe that a big factor behind this change was the effective measures that were adopted 

over the past decade to control the consumption of tobacco and alcohol. Nevertheless, there is still a long 

way to go to achieve this new ambitious demographic goal. In particular, additional effort is required  to 

reduce the high rates of smoking in the country, both among men and women. 

Smoking is one of the main causes of noncommunicable chronic diseases in Russia, contributing to 

cancer, cardiovascular, chronic respiratory diseases, and diabetes. Most types of cancer are caused by 

smoking.  Tuberculosis is also aggravated by smoking. 

Russia is among the countries with the highest prevalence of tobacco smoking. In Russia, the share of 

adult male smokers is 50%. This  number is quite high, far above the average of 30% of the adult male 

population that smokes in the world. For women, the situation is not better, since 14.5% of adult 

women in Russia smoke--twice as high as the world average.  

We must be clear from a policy point of view that it is one thing to increase the life expectancy to 80 

years while people remain sick--it is completely different if people are older but healthy. 

For example, one of  Japan's national security goals is to increase not just the life expectancy of the 

population, but healthy lifespan. Older people are viewed as a valuable resource in Japanese society, 

given their knowledge and experience. And considering that the population and the labor force in Japan 

are shrinking, this is an important factor for the country's socio-economic development. 

The same situation is true in China. The policy of one child per family, aimed at control of population 

growth, has also led to the problems related to an aging population.  Recently, President Xi Jinping said 

that it is impossible to follow only the path of treatment of diseases: it is now necessary to concentrate 

efforts on prevention. And one of the measures to prevent diseases is an increase in the taxation of 

"harmful" goods such as tobacco. 

The United States, too, has come to understand that it is too expensive to only deal with the treatment 

of an aging population. Therefore, insurance companies are now telling their customers: if you quit 

smoking, we will reduce your health insurance premiums. This way, people are offered incentives to 

move to a healthier lifestyle. This proves once again that many countries are facing these problems and 

are trying to solve them. 

In Russia, public health spending is 3.5% of GDP. This is much less than what countries with a 

comparable level of income spend. Therefore, if the taxation of tobacco products will grow at a rapid 

pace, two important benefits can be reaped. 
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First, with increased taxes on tobacco products, the State will have more funds to spend on health care 

and disease prevention. 

Second, the increase in prices for cigarettes will lead to a significant reduction in their consumption, as 

observed in other countries. Ultimately, mortality and morbidity will decline, and even the aging 

population will be healthier. 

Despite the progress that has been made in Russia over the past ten years, it must be recognized that 

the level of excise taxes on tobacco products is relatively low. Now excise taxes makes up to 40% of the 

average price of a pack of cigarettes. While the World Health Organization says that for a more 

meaningful reduction of tobacco consumption, the level of excise taxes should not be less than 70% of 

the average price of a pack of 20-cigarettes. 

We believe that Russia has now an ambitious demographic goal that merits further increases in the level 

of excise taxes on tobacco products. This can be done either gradually, raising excises from 30 to 40%, 

then to 50%, and so on. Or, to achieve a meaningful effect, instead of gradual and incremental changes, 

a more ambitious increase in excise taxes in the next three to four years can be recommended. If Russia 

wants to have a healthy society, there is a need to increase the taxation of tobacco products, because 

tobacco use makes people ill and kills prematurely. 
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How Colombia battled big tobacco and
won
By Malia Politzer // 20 September 2018

GRANADA, Spain — Taxes on unhealthy products — tobacco, alcohol, and sugar — are
among the most efective “best buys” advocated by the World Health Organization to
reduce risk factors leading to noncommunicable diseases. With regard to tobacco, not only
do taxes typically discourage smoking, leading to greater health benefts, but they can
increase revenues diverted to health services. Successfully implementing such taxes,
however, can be a major challenge — particularly for low- and middle-income countries.

Prior to 2008, Colombia had one of the lowest taxes on tobacco products in the region,
and the rate of tobacco use — particularly among children between 13-15 years old — was
one of the highest in the region. Fast forward to 2018, and tobacco use has dropped by 15
percent after the frst year of the reform.

The Colombian implementation of tobacco tax is being held up as a success story. Yet the
process of convincing and bringing together diferent sectors of government and the public
to support higher tobacco taxes was an uphill battle involving multistakeholder
cooperation — and a lot of trial and error. Colombia’s story is an excellent case study for
stakeholders in other LMICs hoping to push through similar taxes.

More on tobacco from Devex’s
Taking the Pulse series:

► In Cambodia, a tobacco control
campaign helped. But now what?

► What the WTO decision on plain
packaging means for developing
countries

► Opinion: How tobacco control can
boost sustainable development

“Increasing tobacco taxes is a process that
requires a lot of patience — it’s not something
that happens in one month,” said Andrea Lara
Sánchez, a political consultant who worked with
the Colombian department of health to raise
tobacco taxes. “It’s important to recognize that
you’ll be successful sometimes, and you’ll fail
sometimes, so it’s important to have realistic
objectives and a long-term plan.”

Colombia’s challenges

https://www.devex.com/inside-development
https://www.devex.com/news/search?query%5B%5D=Produced+in+Partnership%3A+Taking+the+Pulse
https://www.devex.com/news/authors/1139786
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Colombia’s battle against big tobacco began in
2008, when the country became a signatory to the World Health Organization Framework
Convention on Tobacco Control. This entailed banning smoking in public places; banning
tobacco advertising, promotion, and sponsorship; and mandating warning labels on
tobacco packages.

While these measures were a good start, they did not signifcantly reduce the use of
tobacco products. According to WHO, increasing taxes on tobacco products is one of the
most efective ways of cutting down consumption: In LMICs, increasing the price of a pack
of cigarettes by 10 percent can lead to a 5 percent reduction in demand. It also has the
added bonus of raising revenue for other public health programs.

But while the benefts of tobacco taxes are well established, so are the implementation
challenges. According to Lara, one of the biggest and most immediate difculties
stakeholders faced was fnding ways to overcome industry blowback.

“Increasing tobacco taxes is a process that requires a lot of patience —
it’s not something that happens in one month. It’s important to recognize

that you’ll be successful sometimes, and you’ll fail sometimes, so it’s
important to have realistic objectives and a long-term plan.”

— Andrea Lara Sánchez, political consultant

“It was clear pretty quickly [the tobacco] industry wasn’t going to let tobacco tax pass
quietly,” said Lara. “They fought every step of the way, starting with the claim that raising
taxes on tobacco products would increase illicit trade.”  

Since 2011, the tobacco industry has released the results of an annual smoking survey that
is supposed to measure the size of illicit cigarette trade in Colombia, It claims that
consumers will turn to illicit cigarettes in response to tax increases, so taxing cigarettes is
an inefective way of controlling consumption. The industry also hired some of the most
well-respected Colombian economists to publish studies undermining tobacco taxes.
According to Blanca Llorente, technical adviser to Anaas, an NGO that promotes sound
public health policy, these surveys and studies initially exerted a lot of infuence on
policymakers.

“There was a lot of fear about illicit trade and this idea that tobacco smuggling would
become unmanageable, and therefore tobacco taxes should be very gradual,” said Llorente.

“Part of the problem was the studies funded by the industries were the only ones — we

http://www.who.int/fctc/en/
http://www.who.int/fctc/en/
http://www.who.int/tobacco/economics/taxation/en/
http://www.who.int/tobacco/economics/taxation/en/
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knew their argument was probably not true, but we didn’t have any data to back us up at 
that time.”

Strategies that work

It became clear to Llorente that data were needed. Anaas immediately began the process 
of putting together a study to quantify the true volume of illicit cigarette trade in Colombia
— the frst of its kind not to be sponsored by tobacco companies. The study found that the 
share of the market occupied by illicit trade was only 3.5 percent for the fve cities 
surveyed — much less substantial than the 14 percent claimed by tobacco companies.

In addition to this initial study, Anaas began collecting statistics on how much other 
countries taxed tobacco products, to demonstrate that Colombia was lagging behind.

“One of the frst things I’d advise anyone hoping to pass tobacco taxes is to get your 
numbers right,” said Llorente. “You need to know your market, to do your homework so 
you can put together a convincing proposal to give to authorities, who are more than likely 
misinformed.”

Another key strategy is to assemble the right team. Tobacco taxes can be hard to pass 
because they involve so many diferent government sectors with competing interests and 
goals. Ensuring persuasiveness means understanding those goals and interests, and 
requires the expertise of many diferent types of people.  

“We found that a comprehensive and really good team was essential,” said Pamela 
Gongora Salazar, who worked as an adviser to the Colombian minister of health and social 
protection during the campaign to raise tobacco taxes. “For instance, at the ministry of 
health, our team didn’t just include epidemiologists and doctors, but also economists, 
academics, and local civil society groups.”

It was also critical to get the ministry of fnance on their side — which meant providing
convincing evidence that tobacco tax had an economic beneft as well as a health beneft,
according to Llorente.

“For tobacco tax to be passed, you absolutely need to partner with the ministry of fnance.
If they are not on your side, you will never in a million years get a tax increase,” she said.
“No one is going to fght for you in Congress unless they see clear signs that the
government wants this very badly.”

https://tobaccocontrol.bmj.com/content/early/2018/03/14/tobaccocontrol-2017-053980
https://tobaccocontrol.bmj.com/content/early/2018/03/14/tobaccocontrol-2017-053980
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According to Lara, the fact that Colombia’s former Minister of Health Alejandro Gaviria
Uribe was an economist rather than a doctor or medical professional helped a great deal in
getting the ministry of fnance on the same page. The technical strength of the ministry to
mobilize other government departments to support tobacco taxes was key to its eventual
success, she said.

“He had this open mind — he understood the importance of the economy as well as health,
and was able to start a dialogue with the economists and policymakers in the ministry of
fnance,” said Lara. “Having this interdisciplinary perspective was really crucial.”

In addition to creating a strong local team, stakeholders also enlisted the support of major
international organizations including the World Bank and WHO to boost their arguments
for why tobacco taxes were a good idea.

“The [World Bank] really helped us get the message across to other stakeholders, by
helping us to make the case that tobacco tax was not just important for health, but also for
public fnance. It gave us a lot of credibility,” Lara explained.

“One of the frst things I’d advise anyone hoping to pass tobacco taxes is
to get your numbers right.”
— Blanca Llorente, technical adviser to Anaas

Enlisting public support

Merely convincing policymakers that tobacco taxes are a good idea is not enough: In order 
for taxes to be efective, the public needs to both be educated about the reasons behind the 
taxes, and supportive of them.

To do this efectively, stakeholders enlisted civil society organizations to help educate the 
public from the start. They introduced public forums, where civil society groups could 
debate with representatives from the tobacco industry publically.

“We found that pitting our experts against members of the tobacco industry was pretty 
efective, because our experts had all of this evidence, and the tobacco industry just had the 
illicit trade argument without any data or evidence,” said Lara.

https://adbutler-fermion.com/redirect.spark?MID=168518&plid=849549&setID=282414&channelID=0&CID=264608&banID=519636338&PID=0&textadID=0&tc=1&mt=1542396316890064&sw=1280&sh=720&spr=1.5&hc=1334daec91d9af2164892a27b5682a7e65d836a0&location=
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Finally, they implemented a large-scale media campaign to educate the public about why 
tobacco taxes were important. Civil society members and representatives of the ministry of 
health wrote opinion pieces and appeared in radio interviews and television slots.

By harnessing the power of domestic media, Colombia successfully managed to pass fscal 
reforms that tripled tobacco prices between 2017-2018, with annual adjustments for 
infation. Still, Llorente says there is a long way to go.

“Increasing taxes by three-times sounds good. Before, we were the second-lowest price of 
tobacco in the region … but today we are closer to average in the region — but still much 
lower than Panama, Ecuador, and Brazil. We can still do better,” said Llorente.

“The good news is we know what works now. We know that it takes a village to raise a child 
— but I say it takes a village to raise a tax.”

For more coverage of NCDs, visit the Taking the Pulse series here.

https://pages.devex.com/taking-the-pulse.html
https://www.devex.com/news/search?filter%5Bnews_topics%5D%5B%5D=Global+Health
https://www.devex.com/news/search?filter%5Bnews_topics%5D%5B%5D=Private+Sector
https://www.devex.com/news/search?filter%5Bnews_topics%5D%5B%5D=Institutional+Development
https://www.devex.com/news/search?filter%5Bnews_topics%5D%5B%5D=Trade+%26+Policy
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How Russia can further improve its tobacco taxation efforts to
boost health and life expectancy

Submitted by Patricio V. Marquez On Fri, 11/16/2018
co-authors: Sevil Salakhutdinova

Over the past 10 years Russia has made great progress in increasing the life expectancy of its people.
Back in the mid-2000s, we documented the dramatic decrease in life expectancy in the post-Soviet period
in the report “Dying Too Young,” [1] due especially to high mortality among working-age men. Behavioral
risk factors, such high rates of cigarette smoking and alcohol abuse, economic and social dislocation, a
shift in the predominant diseases and the deterioration of the health care system, including access to it, all
contributed to premature death and a dramatic shrinking of the Russian population that hadn’t been seen
since World War II. 

At the time, cigarette smoking was singled out as one of the most preventable causes of disease and
death in Russia, as it’s associated with higher rates of cardiovascular diseases, many cancers and chronic
lung diseases. Survey data in the report showed that smoking prevalence among men stood at 61 percent
in 2004, and 15 percent among women.

The good news is this has changed dramatically
over the past decade. At the Second All-Russia
Forum on Public Health, held in Moscow on
October 17 to 18, 2018, we presented findings of
recent assessments from the World Bank Group
(WBG) showing that life expectancy in the country
[2] for men increased to 65.4 years in 2016, up
from 58 years in 2003. Among women it reached
76.2 years in 2016, up from 72 years in 2003. A
big factor [3] for this change has been the effective
measures adopted to control the consumption of
tobacco and alcohol over this period.

While this is cause for celebration, the Russian
government recently set ambitious demographic
goals to increase the life expectancy of the
population to 80 years by 2030. To achieve this,
further efforts will be needed to reduce the

https://blogs.worldbank.org/health
https://blogs.worldbank.org/health/
http://documents.worldbank.org/curated/en/867131468094164661/Main-report
https://www.thelancet.com/action/showPdf?pii=S0140-6736%2818%2931485-5
http://www.euro.who.int/en/countries/russian-federation/publications/tobacco-control-a-comprehensive-approach-at-country-level-in-the-russian-federation-2017
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persistently high rates of smoking in the country.
Russia is the third largest cigarette-consuming

nation (after China and Indonesia) and has the highest per capita cigarette consumption rate in the world. 
Currently 50 percent of adult men are smokers [4], far above the global average of 30 percent for men. For 
women, the situation is not much better: 14.5 percent of adult women in Russia smoke--twice as high as 
the world average. 

As we stressed during the Forum last month, global evidence shows that raising tobacco taxes and prices 
are the single most effective measure for reducing tobacco use and therefore should be a key component 
of any Russian strategy to achieve the 2030 demographic target. Russia has been working on this. The 
government adopted a law on tobacco control in 2013 [5] and has raised tobacco excise taxes regularly 
since 2010,annually increasing the average excise tax burden by at least 30 percent since then.Because of 
tax and price increases, along with other tobacco control interventions, tobacco sales fell by almost 30 
percent over this decade.  Not surprisingly, the number of smokers also decreased, by 21 percent between 
2009 and 2016.

However, findings of the first WBG assessment [6] we presented at the Forum clearly indicate that tobacco 
taxes will only continue to reduce tobacco consumption if they increase the price of and reduce the 
affordability of cigarettes, which can be done by adjusting tax increases for inflation and any rise in per 
capita incomes. We found that between 2002 and 2008, there was a 22 percent increase in cigarette 
affordability in Russia, and cigarette consumption increased by 17 percent. By contrast, between 2008 and 
2017 there was a 62 percent decrease in cigarette affordability, which was accompanied by a cigarette 
consumption drop of 34 percent. This is an area Russia can really focus on in its tobacco control efforts, as 
the country has the most affordable cigarettes among the main tobacco-using countries despite its striking 
progress in reducing the affordability of cigarettes.

Our other presented findings [7] showed that under different tobacco tax increase scenarios, not only would 
cigarette consumption decrease, but excise tax revenue would continue to increase. We also showed [8]

that the aggregate effect of an increase in tobacco taxes in Russia would be positive and progressive, 
especially for the poorest groups as they tend to be more likely to decrease cigarette use in the face of 
higher prices. 

Finally, since Russia is part of the Eurasian Economic Union, it’s imperative that a strict minimum excise 
rate (tax floor) on cigarettes be set for all member countries at a level higher than currently proposed, 
which is only €30–35 (US$34-40) per 1,000 cigarettes by 2020 [9]. The European Union, in contrast, has a 
mandatory level of €90 (US$103) per 1,000 cigarettes for its member countries.

Russia has made much progress on tobacco control, and the related decrease in cigarette consumption 
and increase in life expectancy. However, to further improve health conditions and achieve the life 
expectancy target by 2030, big tax increases, with regular hikes to keep cigarette prices from climbing 
more steeply than inflation and per capita income growth, should be a priority policy measure in Russia’s 
overall tobacco control efforts. An added bonus: these taxes can also help increase tax revenue for the 
country and expand fiscal space for priority investments and programs, including health.  

http://www.who.int/tobacco/surveillance/survey/gats/rus_factsheet_2016.pdf?ua=1
https://www.tobaccocontrollaws.org/files/live/Russia/Russia%20-%20Law%20No.%2015-FZ%20%282013%29.pdf
http://documents.worldbank.org/curated/en/474071539179884190/Cigarette-Affordability-in-the-Russian-Federation-2002-2017
http://documents.worldbank.org/curated/en/873551539183125023/
http://documents.worldbank.org/curated/en/161151539185419449/Tobacco-Taxation-Incidence-Evidence-From-Russia
http://documents.worldbank.org/curated/en/873271539181225197/
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Submitted by Patricio V. Marquez On Fri, 11/09/2018
co-authors: Irina Guban

Smoking begins at a young age in Moldova, with people starting to smoke at the average age of 17 years old. It’s a
bigger concern among men here, as 30 percent of men in Moldova smoke, according to 2016 data  [1], compared to 3.3
percent of women.

Tobacco use is a leading cause of the growing burden of noncommunicable diseases (NCDs) globally, harming and
killing prematurely, so it’s no surprise that life expectancy for men in Moldova, at 68 years old, is eight years less
than for women. Since the greatest relative years of life lost for men occur during their working years [2], this also
impacts Moldova’s human capital development. The World Bank Group’s Human Capital Index value for Moldova,
which measures the current and potential productivity of a country’s people, has increased since 2012  [3] but it’s still
lower than the average for the region, reflecting the country’s higher rates of premature mortality among men due to
NCDs.

Besides the negative public health and human capital impacts, the rising burden of tobacco-related diseases also
imposes a heavy cost on public health expenditures and household budgets, as on the economy. In Moldova, the total
economic cost of smoking-attributable diseases, including health care costs and work absenteeism, is estimated at 3.8
percent of its GDP [4].

http://blogs.worldbank.org/health
http://blogs.worldbank.org/health/
http://www.statistica.md/public/files/publicatii_electronice/acces_servicii_sanatate/Acces_servicii_sanatate_2016.pdf
http://www.healthdata.org/moldova
http://pubdocs.worldbank.org/en/834031539204432182/HCI-Data-October-2018.xlsx
https://tobaccocontrol.bmj.com/content/27/1/58.long
https://tobaccocontrol.bmj.com/content/27/1/58.long
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One of the most effective and least expensive tools in the fight against tobacco are taxes. In many countries, raising
tobacco taxes can offer a “win–win  [5]”: positive health outcomes and increasing fiscal revenue for priority programs
and investments. However, in many cases, countries’ tax rates are quite low, undermining their public health and
revenue potential.

Moldova’s positive experience with taxing tobacco in recent years provides some lessons, and possibly
encouragement, for other countries considering this measure. The government has been increasing tobacco taxes
every year since 2016, with the goal of achieving the European Union (EU) tobacco tax directive minimum rate of 90
EUR/1,000 cigarettes by early next decade, per its Associate Agreement with the EU. This has translated into public
health gains for the country, with a reduction in the volume of cigarettes sales taxed (used as a proxy for
consumption) by about 10 percent, to 5.55 billion pieces in 2017 compared to 6.19 billion pieces in 2016.

While reducing tobacco use, and the related risk of developing tobacco-attributable diseases, Moldova has also been
able to collect additional tax revenue, partly because of still high levels of tobacco use in the country and the low cost
of cigarette production relative to the average retail price. Cigarette excise tax revenue in the country increased from
MDL 1.73 billion (US$ 87 million) in 2016 to MDL 2.04 billion (US$ 110.6 million) in 2017, or about 1.16 percent
of Moldova’s GDP. The tobacco tax increases adopted by Moldova’s Parliament for 2018-2020 are projected to
further increase excise tax revenue, hitting 3.31 billion MDL (US$194 million) or 1.45 percent of GDP in 2020.

Evidence from Moldova also shows that tobacco taxation disproportionately benefits the poor. Research by the World
Bank [6], using data from household budget surveys, shows that the poor tend to be more responsive to price increases,
reducing their tobacco use more than the rich (the change in the quantity purchased relative to its price change for the
lowest income group in Moldova was estimated at −0.53, compared to −0.13 for the highest income group). In turn,
lower cigarette use among the poorest income groups can reduce the risk of developing tobacco-attributable diseases,
the risk of impoverishment due to high out-of-pocket medical expenses to treat these diseases and would boost
household incomes due to a decrease in ill health and absenteeism from work.

While Moldova has seen many benefits from taxing tobacco, a key lesson from their recent experience is the need for
countries to simplify tax structures by merging multiple tobacco tax “tiers” and unifying the tax rate across all types
of cigarettes. This can help to preempt smokers’ switching to cheaper cigarette brands after a tax-rate hike on the
brands they previously smoked. While Moldova saw a reduction in cigarettes consumed from 2016 to 2017, there was
a noticeable shift during this time in people’s consumption to non-filter cigarettes, which are taxed at lower rates than
filter cigarettes and cost less.  Additionally, tobacco tax rates should be adjusted over time to at least keep up with the
pace of inflation and, preferably, at a faster rate so that affordability is reduced over time. 

Moving forward, if Moldova adopts a uniform tax structure for both filter and non-filter cigarettes and increases
tobacco tax rates by about 25 percent per year over 2021-2025, the country could benefit even further from reduced
health risks due to lower cigarette consumption and collect additional tax revenue that helps its population as a whole.
 Momentum for future tobacco tax policy increases in Moldova can also be boosted, and cross-border threats like
cigarette smuggling minimized, by coordinating with neighboring countries (particularly Belarus and Ukraine) and
strengthening tax administration and customs control over the tobacco distribution chain, including the use of “track
and trace” technologies. 

https://www.worldbank.org/en/topic/tobacco/brief/taxing-tobacco-a-win-win-for-public-health-outcomes-mobilizing-domestic-resources
http://documents.worldbank.org/curated/en/924021517562834920/Tobacco-price-elasticity-and-tax-progressivity-in-Moldova
http://documents.worldbank.org/curated/en/924021517562834920/Tobacco-price-elasticity-and-tax-progressivity-in-Moldova
http://www.worldbank.org/en/country/moldova/brief/moldova-economic-update
http://pubdocs.worldbank.org/en/648481541049864169/MEU-Special-Topic-2018.pdf
http://www.worldbank.org/en/topic/tobacco
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Today we mark World No Tobacco Day [1] and this year the focus is on “Tobacco and Heart Disease.” The
goal is to highlight the important and often overlooked role of smoking cigarettes as a leading
cardiovascular disease (CVD) risk factor.

If we look at recent data from the Institute of Health Metrics and Evaluation [2] (IHME), we should be
alarmed.  CVD, which includes heart diseases and stroke, is the number 1 killer in the world, accounting
for one-third of all deaths.  The numbers are staggering.  As evidenced in a related study [3], in 2015, there
were more than 400 million individuals living with CVD and nearly 18 million CVD deaths worldwide.  

But CVD is not only a problem in high income countries.  IHME data shows that the United States,
Canada, Australia, New Zealand, Japan, South Korea, and countries in Western Europe experienced

https://blogs.worldbank.org/health
https://blogs.worldbank.org/health/
http://www.who.int/mediacentre/events/2018/world-no-tobacco-day/en/
http://www.healthdata.org/
https://www.ncbi.nlm.nih.gov/pubmed/28527533
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steep declines over the past two decades that have begun to taper off and plateau. The countries with the 
greatest number of cardiovascular deaths, after accounting for population size, are found throughout 
Eastern Europe, Central Asia, the Middle East, South America, sub-Saharan Africa, and Oceania.

Given the increased risk for smokers of CVD, cigarette smoking is one of the leading causes of 
preventable death.  Accumulated scientific evidence shows that nicotine, a chemical in tobacco, is highly 
addictive; activates biological pathways that increase risk for disease and adversely affects maternal and 
fetal health during pregnancy. Smoking or chewing tobacco can also immediately raise blood pressure, 
albeit temporarily, as the chemicals in tobacco can damage the lining of artery walls, causing arteries to 
narrow, increasing blood pressure.

As shown in another global study [4], tobacco use not only increases an individual’s risk of death from all 
vascular diseases two- to three-fold, but 10–30% of all CVD deaths are attributable to tobacco worldwide. 
Among men aged 30–44 years, however, 48% of cardiovascular deaths are attributable to tobacco use. 
Smokers’ risk of heart failure is twice the risk of non-smokers, and smokers with heart failure have a worse 
prognosis than non-smokers.

What to do? 

Waiting to treat affected individuals after the onset of CVD is not a medically efficacious nor a financially 
sustainable course of action, particularly in low- and middle-income countries that are struggling to 
implement ambitious agendas to attain universal health coverage (UHC). 

The time has come, therefore, for a drastic paradigm shift to embrace primary and secondary prevention 
as critical pillars of service provision under UHC.  Indeed, health promotion and disease prevention cannot 
have been less valuable or secondary to treatment for controlling the spread of CVD since both are two 
sides of the same coin, complementing and reinforcing each other, along a continuum of interventions. 

Given this preventable “CVD carnage,” there is no longer a justification for Governments to keep delaying 
the implementation of the Framework Convention on Tobacco Control [5] (FCTC) demand-reduction 
tobacco control measures to protect the population and prevent the onset of CVD.  World No-Tobacco Day 
offers the opportunity to recommit our effort to support countries in raising taxes sharply on tobacco 
products [6], adjusting for inflation and increased affordability due to growing incomes, to hike up prices and 
make these products unaffordable to reduce tobacco use and the health risks associated with tobacco-
related diseases, including CVD.

Equally important, on this World No-Tobacco Day, there is a need for governments to commit to preventing 
youth from taking up smoking by adopting strict regulatory measures (e.g., curtail advertisement and 
promotion through social media) and high taxes on “low-tar and other less harm innovations,” such as e-
cigarettes and vape products. This, in turn, will significantly lower their risk for CVD in the future.

Governments will do well in heeding US FDA Commissioner Scott Gottlieb, who earlier this year indicated 
that “these products should never be marketed to, sold to, or used by kids — and we need to make every 
effort to prevent kids from getting hooked on nicotine.”   

As we move forward, we need to be clear that to deal effectively with CVD as a global problem, we need to 
put added attention and effort to deal effectively with the global tobacco use epidemic.  The success of the 
latter will help to make major inroads to reduce the burden of CVD.  That should be our take-away 
message for action on World No-Tobacco Day!

https://academic.oup.com/eurheartj/article/34/42/3259/519402
http://www.who.int/fctc/en/
http://documents.worldbank.org/curated/en/docsearch/report/119792
http://documents.worldbank.org/curated/en/docsearch/report/119792
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Earlier this month, we attended the 17th World Conference on Tobacco or Health [1] , held in Cape Town,
South Africa--the first time on the African continent. While we celebrated the effort made by the global
community to implement the Framework Convention on Tobacco Control (FCTC) over the past decade, it
was sobering to realize that a greatly intensified and sustained effort is required in the future. Business as
usual will not suffice.    

The tobacco epidemic continues to be one of the biggest global public health threats. Data from the new
edition of The Tobacco Atlas [2], launched at the Conference, shows that 942 million men and 175 million
women ages 15 or older are current smokers. 

The good news: efforts in the past decade have slowed down the spread of the tobacco epidemic. 
Smoking rates among adults have decreased globally. The bad news: this positive result obscures the fact

https://blogs.worldbank.org/health
https://blogs.worldbank.org/health/
http://wctoh.org/news/17th-wctoh-declarations-announced-at-conference-close/
https://tobaccoatlas.org/
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that in some countries declines among males have stalled, and in other countries has continued to rise. 
Female smoking is still relatively lower than males, but has had a moderate increase in some countries.

What is ominous for the future is the relative rapid increase of smoking rates among youth, globally. Africa,
the Eastern Mediterranean, and the Americas, with young population age structures, have experienced the
fastest percentage changes in consumption over 1980-2016 (52%, 65% and 44%, respectively). 

While 181 countries are parties to the FCTC, many are lagging in implementing its provisions.  A good
example that illustrates this point is the banning of smoking in public places. Currently, only 50 countries,
up from 10 countries a decade ago, have adopted comprehensive smoke-free legislation, covering about
one-fourth of the total population in the world. Also, the adoption of significantly large tax hikes to make
cigarettes more costly and reduce tobacco use and prevent uptake by youth, is still a widely underused
policy measure [3].

We think that any end-game strategy for the future would need to place added emphasis in supporting the
adoption, by all FCTC signatory countries, of smoke-free environments, regulations and tax policies to
significantly reduce the social acceptability of smoking in all its forms and make the price of cigarettes
unaffordable.

The economic rationale for this course of action is compelling, given the negative externalities from
smoking, ranging from annoyance that smokers can cause to individuals around them in public places,
harm suffered by non-smokers who are both exposed to smoking by others and third hand smoke (the
residues that contain many of the harmful substances found in tobacco smoke that solidify and form in
surfaces at homes and public spaces where smoking occurred), and the direct and indirect social costs  of
tobacco use that families, communities and governments have to pay. 

Accumulated evidence shows that if properly
implemented, these policies work and are impactful. 
In many cities around the world, smoking is not
allowed in restaurants, bars, clubs, hotels, or even in
public housing complexes as in New York City. 
Presentations delivered at the Conference by World
Bank Group participants provided evidence of
country experiences where tobacco tax hikes have
led to higher prices, reduced consumption, helped
mobilize additional domestic resources to finance
priority investments and programs, and are helping
reduce inequities associated with the
impoverishment impact of costly treatments for
tobacco related diseases.  Indeed, the experience of
a range of countries that that have adopted tobacco
tax reform in recent years--from Azerbaijan,
Armenia, Belarus, Botswana, Colombia, Gabon,
Ghana, Indonesia, Moldova, Mongolia, Montenegro,
Philippines, Sierra Leone, and Ukraine [4]--attest to
the win- win [5] nature of this fiscal policy.

It was also gratifying to learn a couple days after the
end of the Conference that President Buhari of
Nigeria has approved significant changes in the

https://blogs.worldbank.org/health/taxation-most-effective-still-least-used-tobacco-control-measure
https://blogs.worldbank.org/health/taxation-most-effective-still-least-used-tobacco-control-measure
https://www.youtube.com/watch?v=V8o_mBzudQE
http://www.worldbank.org/en/news/infographic/2017/05/31/stop-smoking-its-deadly-and-bad-for-the-economy
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tobacco tax structure by introducing specific excise 
duties on to top of ad valorem rates to be implemented over 2018-2020. The potential impact of this policy 
decision in the most populous country and larger economy in Africa sends a clear signal that political will 
and commitment at the highest level of government can overcome industry interference and the power of 
interest groups for the benefit of the population of a country. 

We left Cape Town with a clear understanding that the global epidemic of tobacco use is not a problem 
that will simply go away.  But we are optimistic that it is possible to move the needle faster and further 
since the broad anti-tobacco movement comprised of governments, civil society, international agencies, 
and philanthropies, is growing stronger and bolder. 

Besides supporting the implementation of the FCTC globally, we think it is time to move away from siloed 
approaches and closely connect tobacco control efforts to broader processes geared to the achievement of 
the sustainable development goals.

In practice, this would imply exploring, innovating and trying ambitious approaches from crafting public 
health exceptions for tobacco control under global, regional and bilateral trade agreements with the 
support of the World Trade Organization (WTO) or political fora such as the G77, to leveraging the power 
of international finance markets by promoting shareholder activism to pursue “tobacco-free investments” 
as proposed during the Conference by Tobacco Free Portfolios, a global not-for-profit organization based 
in Australia. Michael R. Bloomberg’s launching of STOP [6] (Stopping Tobacco Organizations and 
Products), an initiative that creates a new global watchdog to closely monitor and highlight the tactics the 
tobacco industry uses across the globe to undermine public health, is another tool to advance the tobacco 
control agenda.

As we move forward, paraphrasing an African proverb, we should remember that if we walk alone we could 
go fast, but if we walk together as a broad collective learning from and supporting country, regional, and 
global efforts we will go far, in achieving the ambitious WHO target of a 30% reduction in the prevalence of 
tobacco use by 2025.

http://www.vitalstrategies.org/press/bloomberg-philanthropies-stop-initiative-will-expose-big-tobaccos-deadly-work-target-vulnerable-impede-health-policy/
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This blog first appeared on Joint Learning Network for Universal Health Coverage [1]

Adam Smith, the 18th century social philosopher and political economist, renowned as the father of modern
economics, observed in his seminal work “The Wealth of Nations” that “sugar, rum, and tobacco are
commodities which are nowhere necessaries of life, [but] which are ... objects of almost universal
consumption, and which are therefore extremely proper subjects of taxation.” 

Accumulated evidence on taxes from across the world, particularly on tobacco taxation, shows that taxing
these products can offer a “win–win [2]” for countries strengthening their health systems by increasing:
positive health outcomes and domestic resources to fund priority investments and programs.  The public
health impact, revenue generation, and increased equity all point to the value of a redoubled and sustained
effort to support the utilization of this fiscal policy as a global public good. 

To move this global agenda forward, over 35 participants from 12 low-and middle-income countries came
together in Nairobi, Kenya, on February 13, 2018 to participate in a learning exchange of country
experiences organized by the Joint Learning Network for Universal Health Coverage [3] (JLN) with support
from the World Bank’s Global Tobacco Control Program [4] and co-hosted by the Ministry of Health of
Kenya [5].  This event was the first offering of a new JLN collaborative on Fiscal Policy for Public Health [6].

https://blogs.worldbank.org/health
https://blogs.worldbank.org/health/
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http://www.worldbank.org/en/topic/tobacco
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The presentations during this event showed how increasing tobacco taxes plays an important role in
raising the price of tobacco products, reducing consumption, and generating new revenue for the public
sector.  The evidence on the impact of taxing alcohol and sugar sweetened beverages (SSB), combined
with non-fiscal measures such as regulations on advertising and sales to minors, strict enforcement of
drunk-driver laws, and education and communication to consumers, is also increasingly showing the
positive public health impact of this policy. However, as documented in the case of tobacco taxes, taxation
policies remain underused globally, especially in low- and middle-income countries (LMICs). The good
news is that there is a growing interest among policymakers and public health professionals on this topic. 

The range of experiences from Ukraine, Malaysia, England, Mexico, and the United States presented at
the JLN event, showed taxation to be not only an effective but a progressive policy.  The significant
increases in tobacco taxes in Ukraine over the past decade have helped generate tax revenues amounting
to about 1.7% of GDP in 2017 and resulted in a 20% reduction in the proportion of the population who
smoke tobacco daily.  The tobacco tax in Ukraine [7] is strongly progressive as it benefits more the poorest
population deciles when direct (e.g., out of pocket health care expenditures) and indirect costs (e.g., lost
days of work due to sickness) averted are considered.  

In the case of Malaysia, recent studies show that to achieve further reduction in the overall prevalence of
smoking among adults from 24% in 2015 to 15% in 2025, the excise tax should be raised from the current
rate of 47% to 78% of the retail price. The increase in alcohol taxes in England is predicted to result in the
reduction of consumption and the avoidance of new cases of alcohol-related diseases and related health
care costs.  The spread of taxes on SSB to confront the alarming rise of obesity and diabetes in Mexico
has led to a 10% decrease in SSB sales in Mexico, and a 21% reduction in self-reported SSB consumption
in Berkeley, California, over the initial implementation phase of this measure.  

Kenya offers an important lesson of real-life political economy and implementation challenges, showing
that this is not an easy process and where there may be much more to learn from country exchanges.  

http://documents.worldbank.org/curated/en/417831489985759573/Modeling-the-long-term-health-and-cost-impacts-of-reducing-smoking-prevalence-through-tobacco-taxation-in-Ukraine
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Kenya’s experience shows that necessary elements for a successful tax campaign include collaboration
with solid, technical in-country partners that can lead the effort on the ground, sustained advocacy and
lobbying with key governments officials and/or stakeholders, generation of critical data to inform and
support advocacy messaging, constant monitoring and countering industry interference and tactics, and
proactive engagement of the public using appropriate media channels.

During an interactive brainstorming session, JLN participants focused on the public health implications of
various fiscal policy measures in addition to their traditional role of raising revenue and how they had been
tried in their own countries. 

The big take-home messages identified by the participants included:

taxing tobacco to make these products less affordable where this had not been done yet, and
considering advocacy with policymakers to introduce or raise taxes on alcohol and SSB to reduce
health risks and the onset of related diseases as a major step needed in their own country contexts.
additional efforts to build capacity on the use of simulation models so that the expected impact of
policy scenarios are assessed;
documentation of best practices as well as insights from what did not work well and experiences in
managing implementation challenges;
and to explore ways in which countries could organize themselves and work together on these
issues.

In moving forward, all of us should realize that fiscal policies such as taxation of products that pose major
health risks for noncommunicable diseases are clearly amongst the most cost-effective measures for
health systems, as countries seek to achieve universal health coverage.  If this is not done, the growing
burden posed by tobacco and alcohol use and the consumption of SSB will increase the number of people
affected by these diseases, raising the demand and utilization of costly medical care, and undermining the
financial sustainability of entire health systems. 
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Regulating tobacco use using excise taxation, restrictions on smoking in public places, and restrictions on youth
access and sale of tobacco products is now a widely-accepted policy action to prevent its harmful health e�ects. 
The ruling by the United States Federal District Court that ordered the country’s four largest cigarette makers to
make “corrective statements” to inform the public about the harms of cigarettes, including light and low-tar
cigarettes, which began on November 26, 2017 for one year, using prime-time television commercials and full-page
ads in newspapers, only con�rms what is already known on the basis of accumulated evidence over the past half
century: the manipulation of cigarette design and composition to ensure optimum nicotine delivery have led to
addiction, ill health, and premature mortality and disability among smokers and among those exposed to
secondhand smoke. And the recent decision by the Vatican to ban duty-free cigarette sales is a good example of
how societal attitude towards tobacco use has changed: a sovereign state is willing to forego revenue from products
that clearly harm people's health.

In recent years, policy discussions at the global level on whether e-cigarettes and other smoke-free nicotine delivery
systems should be classi�ed as tobacco products, and hence be regulated in the same way as cigarettes, have
acquired great importance because their production is at the core of new diversi�ed business plans of tobacco
companies alongside the production and marketing of cigarettes.  While the e-cigarette, a battery-powder device
that heats a liquid containing nicotine into a vapor that is inhaled like a cigarette, is being touted as a harm
reduction technological innovation to protect smokers from the ill e�ects of cigarettes, which continue to be
marketed globally, we must ask: Is there strong scienti�c evidence that justi�es this claim and exempts e-cigarettes
from being regulated as another tobacco product? 
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A review published in the New England Journal of Medicine concluded that “At present, it is not possible to reach a 
consensus on the safety of e-cigarettes except perhaps to say that they may be safer than conventional cigarettes 
but are also likely to pose risks to health that are not present when neither product is used.”  The results of a 
comprehensive review of available evidence done by U.S. Surgeon General in 2016, went further by concluding that 
tobacco use among youth and young adults in any form, including e-cigarettes, is not safe, and that in recent years, 
e-cigarette use by youth and young adults has increased at an alarming rate, becoming the most commonly used 
tobacco product among youth in the United States.  The report also warned that since e-cigarettes are tobacco 
products that deliver nicotine, which is a highly addictive and toxic substance, they may pose the risk that many of 
today’s youth who are using e-cigarettes could become tomorrow’s cigarette smokers to continue to feed their 
nicotine addiction. Moreover, nicotine exposure can harm brain development in ways that may a�ect the 
neurological development and mental health of children and adolescents.

The regulatory response to e-cigarettes in the United States and the European Union (EU) is clear in signaling the 
potential health risks of e-cigarettes.  E-cigarettes, as other cigarette products, now fall under the regulatory 
jurisdiction of the U.S. Food and Drug Administration. This is in accordance with the U.S. Surgeon General Report 
recommendations that comprehensive tobacco control and prevention strategies for youth and young adults should 
address all tobacco products, including e-cigarettes, and that further reductions in tobacco use and initiation 
among youth and young adults are achievable by regulating the manufacturing, distribution, marketing, and sales 
of all tobacco products—including e-cigarettes. In May 2017, the EU's Court of Justice cleared new legislation that 
also puts e-cigarettes under similar regulatory pressures as traditional cigarettes, including a broad ban on 
advertising and other promotional activity. The EU's updated Tobacco Products Directive, which brings e-cigarettes 
under this strict regulatory umbrella for the  rst time, was drafted a couple of years ago, but it was challenged by 
several important players in the tobacco industry. 

The World Health Organization (WHO) and the Secretariat of the Framework Convention on Tobacco Control (FCTC) 
have been clear in recommending that countries treat and regulate e-cigarettes no di�erently than other tobacco 
products. The World Bank Group (WBG) has had an unambiguous global policy on tobacco since the 1990s that 
precludes lending, provision of grants, or guarantee investments, loans, or credits for tobacco production, 
processing, and marketing.  As an original supporter of the FCTC, the WBG also provides technical assistance to 
governments to increase taxes on tobacco products as a win-win policy measure for both public health and 
domestic resource mobilization.   

I believe that all of us working to advance the great cause of global health should not waiver in our commitment to 
support the development of healthy societies. In doing so, we should keep in mind that tobacco use is the world’s 
leading preventable cause of death, killing 7 million people per year.  Moving forward, we should be guided by the 
lessons from history and available scienti c evidence and redouble our e�orts to support globally the full 
implementation of the FCTC’s demand and supply reduction measures to control tobacco use in all its forms, 
including e-cigarettes.  

http://www.nejm.org/doi/full/10.1056/NEJMra1502466?rss=searchAndBrowse&
https://e-cigarettes.surgeongeneral.gov/documents/2016_sgr_full_report_non-508.pdf
https://e-cigarettes.surgeongeneral.gov/documents/2016_sgr_full_report_non-508.pdf


Tobacco Tax Reform: At the Crossroads of Health and Development

http://blogs.worldbank.org/health/print/tobacco-tax-reform-crossroads-health-and-development[11/13/2018 2:08:16 PM]

Published on Investing in Health (http://blogs.worldbank.org/health)

Home > Tobacco Tax Reform: At the Crossroads of Health and Development

Tobacco Tax Reform: At the Crossroads of Health and
Development

Submitted by Patricio V. Marquez On Tue, 10/03/2017
co-authors: Blanca Moreno-Dodson

Few people today doubt that smoking is bad. But many, including seasoned policy makers, do not realize 
just how bad it is. Bad for people, bad for economies, and bad for poverty reduction. In fact, tobacco use 
not only kills millions of people each year but places a staggering poverty and economic burden on low- 
income families and less-developed countries that is deepening inequalities between and within countries

http://blogs.worldbank.org/health
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In a new report, Tobacco Tax Reform: At the Crossroads of Health and Development [1], prepared in 
collaboration with a multisectoral team from different institutions, we show that by implementing tobacco 
tax policy reforms now, policy makers can choose a fast road to healthier, more prosperous societies. 
Indeed, country evidence indicates that higher tobacco tax rates could save millions of lives each decade, 
reduce poverty, and boost public resources for development investment. Yet, today, tobacco taxation 
remains one of the world’s least-used tobacco control measures.   

We argue in the report that the power to change this situation however exists. Not in the hands of any 
single leader or institution, but in a global coalition uniting governments, multilateral agencies, civil society, 
researchers, the private sector, and communities: a coalition dedicated to ensuring that the life-saving 
impact of tobacco tax reform reaches the largest possible number of people in the shortest possible time.

MAKING IT HAPPEN

If leaders want to move forward on tobacco excise taxation, what are the critical steps?  What are the 
common pitfalls they should avoid? This report distills a large body of evidence on successful practice in 
tobacco taxation and the decision-making process.

Key lessons include:

• Go big, go fast. Tax strategies should focus on health gains first, then on fiscal benefits. This means
going for big tobacco excise tax rate increases starting early in the process. Adopting a slow, cautious
timeline might sound prudent. But it means condemning large numbers of people to avoidable illness and
premature death.  In tobacco taxation, the rewards go to those who act boldly.

• Attack affordability. Tobacco taxes only reduce tobacco consumption if they reduce cigarette
affordability. In most LMICs, wages are rising. Thus, cigarettes will become de facto more affordable for
consumers, increasing consumption, unless tobacco taxes rise even faster. Effective strategies will
generally involve combining big initial tax increases with recurrent hikes over time, to keep cigarette prices
climbing more steeply than per capita real income growth (including inflation).

• Change expectations. Communication with the public is also critical. Governments must make sure
consumers know that a tax-rate hike is not just a one-off, but that cigarette prices will keep going up. This
is a motivator for current smokers to quit and young people not to start.

• Tax by quantity. Tobacco tax rates should be simplified and based on the quantity of cigarettes, not their
price. This is done in two ways, both of which preempt smokers’ switching to cheaper cigarette brands
after a tax-rate hike on the brands they previously smoked (a response called “downward substitution”).
The first key move is to use specific excises, as opposed to ad valorem (value-based) excises or other
taxes. A key factor that needs to be considered is that specific rates require to be adjusted over time to at
least keep pace with inflation and, preferably, at a faster rate so that affordability is reduced over time. Any
strategy for adopting them should be therefore accompanied by a framework/instrument to allow for annual
increases over time (such as the United Kingdom’s tobacco duty escalator). The second is to merge the
multiple tobacco tax “tiers” used by most developing countries. This way, tax hikes raise prices by the
same large amount on all brands at once, pushing smokers to quit completely, rather than switch.

• “Soft earmarks” can win support. Earmarking tax revenues through legislation is criticized by fiscal
experts as contributing to rigidities, fragmentation, and eventual distortions in public expenditures.
However, “soft” earmarking of funds — for example, linking increased taxes to increased health spending

http://documents.worldbank.org/curated/en/491661505803109617/Main-report


Tobacco Tax Reform: At the Crossroads of Health and Development

http://blogs.worldbank.org/health/print/tobacco-tax-reform-crossroads-health-and-development[11/13/2018 2:08:16 PM]

— has helped generate grassroots support for the tax hikes. This has been shown by experience in other
sectors, and it has worked for tobacco taxes in countries like Australia, Philippines, and the United States.

• Regional collaboration can boost results. Momentum for ambitious tobacco tax reform can be
enhanced, and cross-border threats like cigarette smuggling minimized, when countries work together in a
regional structure. The European Union (EU) provides an example. The EU experience shows that
regional cooperation can help countries achieve the dual goals of reducing tobacco consumption while
increasing government revenues. Lessons also concern the pace of reforms. EU lawmakers faced early
political pressure to “go slow,” by setting a low initial minimum tobacco excise rate to apply to all Member
States. However, the EU accelerated progress by convincing Member States to agree up front to relatively
high minimum tobacco excise rates, with longer transition periods authorized for some countries facing
special challenges.

• Build broad alliances. Country leaders face sharp resistance to tax rate increases and other tobacco
control measures from the tobacco industry. The industry is both financially powerful and politically astute.
Tobacco industry advice to governments promotes the most ineffective interventions and seeks to
undercut and weaken tax measures. To counter these pressures requires robust scientific and economic
analysis, as well as multi-sectoral policy development. It also demands the mobilization of civil society and
opinion leaders. Support from international partners is also required, particularly in low-income countries,
to strengthen country capacity for lining up and coordinating all parts of government, while engaging a wide
set of stakeholders outside of government.

The good news is that countries and partners can come together, not just around a problem, but around a 
proven solution. A stronger, united effort is required to advance the global tobacco taxation agenda toward 
better health, less poverty, and greater development opportunity for all.
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A new report by the World Health Organization [2] (WHO) shares some good news: Six in 10 people
worldwide are now protected by at least one of the WHO Framework Convention on Tobacco Control
(FCTC)-recommended demand reduction measures, including taxation. The report, launched on the
sidelines of the UN high-level political forum on sustainable development, also makes clear that raising
taxes to increase tobacco product prices is the most cost-effective means to reduce tobacco use and
prevent initiation among the youth.  But it is still one of the least used tobacco control measures.

The facts about this global public health scourge are undisputable: 

Tobacco use is the leading single preventable cause of death worldwide, killing over 7 million people
each year.
Cigarettes are addictive by design, and smoking cigarettes can damage every part of the body,
causing different cancers from the head or neck to the lungs and cervix and other chronic conditions
such as stroke and heart disease, which lead to early death.
The direct and indirect economic costs are also enormous, totaling more than US$1.4 trillion.

http://blogs.worldbank.org/health
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Controlling tobacco use is critical for the achievement of the health and social and economic targets
in the 2030 Agenda for Sustainable Development.

But we know what needs to be done and governments are acting. Governments are implementing
“MPOWER”, six tobacco control measures in line with the WHO Framework Convention on Tobacco
Control (FCTC).  MPOWER includes:

Monitoring tobacco use and prevention policies;
Protecting people from tobacco smoke;
Offering help to quit tobacco use;
Warning about the dangers of tobacco;
Enforcing bans on tobacco advertising, promotion and sponsorship; and
Raising tobacco taxes.

The WHO report indicates that 43% of the world’s population (3.2 billion people) are now covered by two or
more MPOWER measures at the highest level, nearly seven times the number covered in 2007.  Eight
countries, including five low- and middle-income ones, have implemented four or more MPOWER
measures at the highest level: Brazil, Islamic Republic of Iran, Ireland, Madagascar, Malta, Panama,
Turkey, and the United Kingdom of Great Britain and Northern Ireland. 

Some additional findings are noteworthy:

Monitoring:  Several countries, such as Nepal, India, and the Philippines, that conducted WHO-
backed initiatives to monitor tobacco use have used the information to adopt measures to protect
people from tobacco use. For example, Philippines’ landmark Sin Tax Reform Law was passed in
2012 after its 2009 global adult tobacco survey showed high smoking rates among men (47.4%) and
boys (12.9%). The implementation of this policy measure has contributed to declining tobacco use as
evidenced by the country’s 2015 adult tobacco survey results.
Protect: Comprehensive smoke-free legislation is currently in place for almost 1.5 billion people in 55
countries.  Dramatic progress has been witnessed in low- and middle-income countries, 35 of which
have adopted these laws since 2007.
Offer: Appropriate cessation treatment is in place for 2.4 billion people in 26 countries.
Warn: More people are protected by strong graphic pack warnings than by any other MPOWER
measure, covering almost 3.5 billion people in 78 countries – almost half (47%) the global population.
And, 3.2 billion people live in a country that aired at least one comprehensive national anti-tobacco
mass media campaign in the last two years.
Enforce: Bans on tobacco advertising, promotion, and sponsorship interfere with the tobacco
industry’s ability to promote and sell its deadly products and reduce tobacco use. But only 15% of the
world’s population is currently covered by a comprehensive ban.
Raise: Raising taxes to increase tobacco product prices is the most cost-effective measure to reduce
tobacco use and encourage users to quit, but it is one of the least used tobacco control measures
globally.   

What the World Bank Group is doing

As an institution, the Bank has long been committed to tobacco control as reflected in its unambiguous 
Operational Directive 4.76 of 1999 that mandates that the World Bank Group does not lend directly or 
provide credits, grants, or guarantees for tobacco production, processing, or marketing. The Bank’s policy 
advice and technical assistance support tobacco tax increases to protect the population from health risks 
and to mobilize additional domestic resources.  

Over the past two decades, Bank teams have carried out substantial analytical work to build the global 
knowledge base on issues related to tobacco control.
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In recent years, the Bank, in partnership with the Gates and Bloomberg Foundations, and in coordination 
with WHO, has supported countries in the design of tobacco tax policy reforms to raise prices, reduce 
consumption, and mobilize domestic resources in accordance with the 2015 Financing for Development 
Addis Ababa Action Agenda.

In addition to support provided to the reforms in Philippines in 2012, in Botswana in 2013, in Ghana in 
2014, and in Peru in 2015, the Bank’s assistance to Armenia, Colombia, Moldova, and Ukraine contributed 
to the adoption of significant tobacco tax increases in 2016. The total population covered by these policy 
actions is about 250 million people. 

Ongoing support is being provided in 2017 to an additional set of countries across regions, including 
Montenegro, where the government recently announced that tobacco taxes will be increased over the next 
3 years in line with the European Union Tobacco Tax Directive’s target rates, and in Lesotho, as part of the 
2017 budget presented by the new government to Parliament.

In moving the global tobacco control agenda forward, as the findings of the 2017 WHO report suggest, a 
dedicated focus by governments with support of the international community is required to raise tobacco 
taxes since it continues to be the least used tobacco control measure.  This is of critical importance to 
make these deadly products unaffordable, reduce consumption among current smokers, and prevent 
smoking initiation among children and youth. 

While health is the main objective, we also need to argue, on the basis of country evidence from across 
the world, that raising tobacco taxes can generate a significant fiscal benefit by helping to expand a 
country’s tax base and increase the budgetary capacity of governments to fund priority investments and 
programs that benefit the entire population.
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"Sugar, rum, and tobacco, are commodities which are nowhere necessaries of life, [but] which are ...
objects of almost universal consumption, and which are therefore extremely proper subjects of taxation."
- Adam Smith, An Inquiry into the Nature and Causes of the Wealth of Nations (1776)

World No Tobacco Day 2017 focuses on the links between tobacco use, tobacco control, and sustainable
development. Does this mean that tobacco use is more than a public health issue?  The answer is an
emphatic yes, rooted in robust scientific evidence accumulated over the past five decades and country
experiences worldwide. Let me explain.

While tobacco products are legal goods offered in the marketplace, their consumption, particularly cigarette
smoking, is highly addictive, toxic, and deadly.  Nicotine (a chemical in tobacco), tar (a partially combusted
particulate matter produced by the burning of tobacco), and carbon monoxide (a colorless, odorless gas
produced from the incomplete burning of tobacco) activate multiple biological pathways through which
smoking increases risk for diseases of nearly all organs of the body. The WHO just released this week
jarring new data – 7 million  people a year are killed by smoking and other tobacco use each year, up from
4 million people at the turn of the century. Smokers who begin early in adult life and do not stop smoking
face a three-fold higher risk of death compared to comparable non-smokers, resulting in a loss of at least
one decade of life.

http://blogs.worldbank.org/health
http://blogs.worldbank.org/health/
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If global development is lifting lives within and among countries, it should be clear to all of us that ill health,
premature death, and disability caused by tobacco use is a major obstacle to supporting the achievement
of healthy, educated, productive, prosperous, socially engaged, and happy people. It also undermines
economic development, as the total economic cost of smoking is estimated to exceed US$ 1.4 trillion per
year, equivalent to 1.8% of the world’s annual gross domestic product (GDP).

So what can be done to further strengthen the global effort to deal with this development challenge?

This year’s World No Tobacco Day offers an opportunity for governments and societies across the world to
recommit to implement strategies and plans that prioritize action on tobacco control, building upon ongoing
efforts and achievements. The accelerated implementation of all demand-reduction measures, such as
regulations to provide protection from exposure to tobacco smoke in public places, and to prohibit
misleading tobacco packaging and labelling, as well as price and tax measures, along with raising public
awareness of tobacco control issues, outlined in WHO’s Framework Convention on Tobacco Control
(FCTC) since 2005 has already contributed to the decrease in smoking prevalence in 126 countries from
24.7% in 2005 to 22.1% in 2015. While all the interventions included in the FCTC need to be fully
implemented, tobacco taxation demands increased attention and effort, as its implementation lags behind.
 Around the world, cigarette prices remain too low to discourage consumption. Only 33 countries impose
taxes that constitute more than 75% of the retail price of a pack of cigarettes—the taxation level
recommended to deter consumption.

Since price plays an important role in smoking and cigarette taxes play an important role in cigarette
prices, raising taxes on tobacco products is one of the most cost-effective measures to reduce tobacco
use, especially in low- and middle-income countries (LMICs) where smokers are more price-sensitive. Due
to the addictive nature of tobacco products, more than just focusing on quantity of cigarettes consumed,
particular attention needs to be placed on examining the impact of prices on smoking initiation, especially
among children and adolescents,  on quit attempts, and on the fraction of the population that smokes.

In redoubling the tobacco taxation effort, it is important to keep in mind that the positive impacts of higher
tobacco taxes that lead to higher prices and reduced consumption extend well beyond direct health gains
and indirect benefits such as higher productivity and reduced health care expenditures.  As recognized in a
recent publication by the International Monetary Fund (IMF), “In many countries, raising tobacco taxes can
offer a “win–win”: higher revenue and positive health outcomes…. Of course, countries putting more weight
on health objectives could raise taxes even further than the revenue maximizing point.”

Country experiences provide strong evidence that increasing tobacco taxes can contribute to accelerate
domestic resource mobilization in line with the objectives set forth in the 2015 Financing for Development
Addis Ababa Action Agenda. This is important, as augmenting a country’s tax base is critical to expand the
fiscal capacity of governments to fund priority investments and programs, such as universal health
coverage, education, safe water and basic sanitation, and road safety, to help countries achieve the
Sustainable Development Goals (SDGs) by 2030. 

On this World No Tobacco Day, those of us working at the World Bank Group should also reaffirm our
commitment to “walking the walk and not only the talk” to help countries control the development threat
posed by tobacco use.  The unambiguous Operational Directive 4.76 of 1999 mandates that the World
Bank Group does not lend directly to tobacco production, processing, or marketing; provide grants for
investment in these activities; or guarantee investments, loans, or credits for these industries. World Bank
Group policy advice and technical assistance support tobacco tax increases to protect the population from
health risks and to mobilize additional fiscal revenue. 
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To advance the tobacco control agenda into the future, we should be guided by the realization that taxing 
tobacco is not only good for public health, but it is a fundamental policy measure that is necessary to help 
countries grow and develop for the benefit of the entire population. 

http://dx.doi.org/10.1016/S2468-2667(17)30045-2
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Since the World Health Organization (WHO) adopted the Framework Convention on Tobacco Control
(FCTC) a decade ago, over 180 countries have signed the treaty [4]. Progress has been made in expanding
the coverage of effective interventions--more than half of the world’s countries, with 40% of the world’s
population have implemented at least one tobacco control measure, and despite increasing global
population, smoking prevalence has decreased slightly worldwide from 23% of adults in 2007 to 21% of
adults in 2013. How can greater reductions in smoking be achieved in the next decade and contribute to
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reaching the health and social targets of the UN Sustainable Development Goals (SDGs) by 2030? We
review some key issues in the epidemiology and economics of global tobacco control.

Smokers face a three-fold higher risk of death versus otherwise similar non-smokers, resulting in a loss of
at least one decade of life. While the hazards of smoking accumulate slowly [5], cessation is effective
quickly. People who quit by age 40 get back nearly the full decade of life lost from continued smoking [6];
quit by 50, get back six years; quit by 60, get back four years. Cessation is now common among adults in
high-income countries [7]. For example in Canada [8] there are over 1 million more ex-smokers than just a
decade ago. However, due in large part to the marketing and pricing strategies of the tobacco industry,
cessation remains a major public health challenge in most low and middle-income countries (LMIC) where
85% of smokers live.

Global annual cigarette sales rose from five trillion cigarettes in 1990 to about six trillion today. Cigarette
production has increased by 30% in China since 2000, which consumes 40% of the world’s cigarettes
[9]. Global tobacco industry profits of about $50 billion – or $10,000 per tobacco death – enable it to access
finance officials, fund pricing research, and run interference against tobacco control--summarised
wonderfully by comedian John Oliver [10]. Serious control of tobacco must counter these strategies on the
basis of robust health, social and economic data that document the negative societal impact of tobacco
use.

WHO has recommended a 30% reduction in smoking prevalence by 2025, which would avoid at least 200
million deaths by the end of the 21st century among current and future smokers. The only plausible way to
reduce smoking to this extent would be to triple tobacco excise taxes in most LMICs. A tripling of the
excise tax [11] would roughly double the retail price and reduce tobacco consumption by about 40%. As of
2015, WHO reported that only 28 LMICs had comprehensive policies covering counter advertising,
restrictions on public smoking, and on appropriately high taxes, and that few had made progress on raising
taxes.

The common strategy of tobacco producers is to lobby governments to keep cigarettes affordable by
keeping tax hikes below the rate of income growth, and by taxing different cigarettes at different rates to
enable smokers to change to cheaper brands or lengths. Smart taxation needs to simplify taxes by
adopting, ideally, a high, uniform excise tax on all types of cigarettes (both filter and nonfilter) to reduce
downward substitution (let’s not forget, all cigarettes will kill you!). The Government of India has recently
made modest tax reforms in this direction, the 2015 tobacco tax adjustment in China is reducing
consumption and increasing fiscal revenue, and in 2016 World Bank teams supported the work of
government teams in Armenia, Colombia, Moldova and Ukraine for the undertaking of comprehensive tax
reforms that were approved by Parliaments, including reforms on tobacco tax structures and rate levels—
additional work is being supported in other countries worldwide. Smart taxes can follow the example of
Canada’s tax hike of about 5 cents a pack in 2014, as well as the Sin Tax Reform (both tobacco and
alcohol) in the Philippines of 2012 that helped mobilize domestic resources to fund the expansion of
universal health coverage. There have been other successes: Botswana, Ecuador, Mauritius, Mexico, and
Uruguay, where local political champions, paired with expert taxation advice, achieved large tax
hikes. South Africa [12] also raised taxes in the last decade and has curbed consumption per adult by half.

Non-price interventions also play an important role as they help to reduce the social acceptability of
tobacco use. Young American women took up smoking in large proportions in the 1960s and 1970s due in
part to aggressive advertising (“The “Virginia Slims” epidemic”). Advertising bans or restrictions are likely
one reason why young Chinese or Indian women have not yet done so. Australia has adopted plain
packaging, and other countries are starting to follow this example. Simple questions on past smoking
status to death certificates or to verbal autopsies could enable low-cost monitoring of the consequences of
tobacco use in many populations [13].
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Governments and international agencies with accumulated know how and expertise in data sciences such
as the World Bank Group and OECD along with WHO could also help countries create accessible and
independent sales, revenue and smuggling data sources as a basis for rational tobacco tax policy. Country
finance officials should refuse advice from tobacco lobbyists to avoid falling into conflict of interest
situations, as WHO recommends for health officials.

Implementing the FCTC more effectively in the next decade is required to raise cessation rates in
LMICs. The World Bank recommended taxation as the core strategy in its 1999 publication, Curbing the
Epidemic: Goverments and the Economics of Tobacco Control [14]. Similar recommendations follow in
recent reports on tobacco taxation by WHO [15], and by the International Monetary Fund [16]. Building upon
accumulated evidence [17] and country experiences, a tripling of the worldwide excise tax might be the only
way to achieve the 2030 UN Sustainable Development Goal of reducing non-communicable disease
deaths by 30%!

http://documents.worldbank.org/curated/en/914041468176678949/Curbing-the-epidemic-governments-and-the-economics-of-tobacco-control
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On a recent road trip over the holidays, one of us had a good chat with his college-aged daughter about 
her views on gender. She was quite adamant in rejecting arguments voiced by some people about “innate 
intellectual differences” between males and females. She views these arguments as sexism that ignores 
the fact that there are women who are not getting the same opportunities as men because they are subject 
to cultural norms that limit their potential. 

We not only agree with her views but also know that healthy women are at the core of healthy societies. 
The health of women is not, however, innate to any society. Development experience has shown that 
deliberate policies and programmatic strategies aimed at nurturing women’s health and well-being across 
the life cycle are vital for realizing the full potential of women and girls.  

http://blogs.worldbank.org/health
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The World Bank Group Gender Strategy [1], which builds on the 2012 World Development Report

(WDR) on “ [2]Gender Equality and Development [2],” makes the point that while some women may face 
fewer disadvantages now than in the past, major gaps remain. One significant gap is excess female 
mortality, which could be avoided with better access to quality health care services, particularly during 
pregnancy and child delivery. Early detection and treatment for conditions such as cervical cancer help 
increase survival rates as many women are diagnosed only after the disease is in an advanced stage, 
leading to higher case fatality. As noted by the US CDC [3], since the human papillomavirus (HPV) is the 
main cause of cervical cancer, vaccination among school-aged girls is another critical intervention.

Social conditions and cultural norms that limit women’s access to health services, education, and economic 
opportunities are at the root of women’s health disparities and exacerbate the feminization of poverty as 
measured by the higher percentage of female -headed households who are poor.  The prevalence of 
gender-based violence (e.g., in the midst of conflict situations, human trafficking, and domestic violence) is 
another often hidden determinant of women’s excess morbidity and mortality. 

Research has shown that many maternal illnesses and lifestyle behaviors also affect children, amplifying 
their negative impact on society.  For example, tobacco and alcohol use, anemia, over-nutrition, and under-
nutrition all have potential long-term consequences on children. Gestational diabetes is a strong predictor 
of future health, both of the mother, who may develop diabetes and cardiovascular diseases
(CVD) later in life, and the child, who has increased risk of developing Type II diabetes later in life. Poor 
maternal nutrition before and during pregnancy, as well as tobacco and alcohol use during pregnancy, 
contribute to poor intrauterine growth, resulting in low birth weight (LBW), which in turn predisposes the 
child to metabolic disorders and risk of non-communicable chronic diseases (NCDs) later in life. These 
problems are compounded by HIV and malaria. For example, LBW and malnutrition are more frequent in 
HIV-infected children, and malaria infection during pregnancy is a common cause of anemia and LBW.

Findings from new research also provide evidence about the impact that the well-being of women has on 
the intergenerational propagation of good physical and mental health. The findings [4]published in late 2016 
indicate that pregnancy is associated with substantial changes in brain areas of pregnant women that are 
responsible for social cognition and the ability to understand the thoughts and intentions of others and that 
they may help intensify the bonding between mothers and their babies, and hence, the survival and healthy 
development of children.

Supporting access to effective interventions such as reducing malnutrition, preventing anemia, and 
improving access to essential health services, including effective contraception, are not only important for 
ensuring women’s well-being but also for improving nutrition in the early years of children and as important 
preventive measures for arresting the explosive growth of NCDs worldwide as noted above.  The promotion 
of breastfeeding – which protects against diarrhea, respiratory infections, and obesity -- also helps prevent 
NCDs and protects against infection, apart from its nutritional benefits. Screening for gestational diabetes 
and screening for and prevention of malaria, HIV, and tuberculosis could also be part of an integrated 
antenatal care program with multiple benefits. And in conflict-and post-conflict contexts, programs targeting 
displaced populations and refugees are found to maximize their impact by combining nutrition, maternal 
mental health, and psychosocial stimulation interventions that address the symptoms of post-traumatic 
stress linked to exposure to extreme violence.  Such integrated interventions have been shown to reduce 
the disabling impact of post-traumatic stress on mothers’ ability to nurse and feed their children.

Investing in women’s education is another critical contributor to child health.  Again, research data [5] 

highlight the strong correlation between mother’s primary school completion and better infant health (as 
measured by incidence of very low birth weight) and child health (as measured by height-for-age and 
weight-for-age), even after controlling for many potential confounding factors.  The data also shows that 
mother’s primary school completion leads to earlier preventive care initiation and reduces smoking.  An
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assessment of increased educational attainment and its effect on child mortality in 175 countries between 
1970 and 2009 [6] showed that half the reduction in child mortality over the past 40 years can be attributed 
to the better education of women--that is, for every one-year increase in the average education of 
reproductive-age women, a country experienced a 9.5% reduction in child deaths. Economic 
empowerment of women is also transgenerational, women who have the dignity of a roof above their 
heads and food on their tables make better choices not just for themselves but for their families, including 
their children.

In short, it should be clear that addressing the root causes of ill health, premature mortality, and disability 
among women, and enhancing women’s voice and agency to deal with limiting, and in some cases, 
oppressive, social and cultural norms and gender-based violence that impede the health and human 
capacity development of women is a cross-sectoral development priority.  Policies that help turn the tide 
against the feminization of poverty and toward enabling women to lead lives of sustainable economic 
advancement and self-reliance will at the same time improve the health and mental well-being of future 
generations, and contribute to ensure that development is socially and economically inclusive.

https://www.ncbi.nlm.nih.gov/pubmed/20851260
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Both my grandfathers smoked when they were young. My father’s father was a shopkeeper who smoked a
pipe and my mother’s father was a smallholder who smoked cigarettes. Both died of heart failure and left
my grandmothers as widows. My father grew up as a little boy in an atmosphere of pipe smoke and
sometimes I wonder whether this contributed to his asthma and his own heart problems. My mother
became a doctor, a cancer specialist, and she always used to tell my brother and me that we should never
smoke, because she saw every day what smoking had done to her patients.

In Moldova, 87 percent of deaths are attributable to diseases associated with tobacco. I am not saying that
tobacco caused them all, but these deaths are caused by diseases to which tobacco contributes. Also, in
Moldova 43 percent of men smoke, while for women it is 5 percent. The worry is that nowadays a lot of the
growth in smoking is among women.

It’s interesting that very many Moldovans begin to smoke when they are children. 30 percent of kids in
class 8 or class 9 have already smoked a cigarette. And this is possible because smoking is so easy. It’s
so cheap. It’s cheaper than buying a bottle of Coke or a chocolate bar. So obviously smoking is very
attractive to young people in Moldova. We can discourage young people from beginning this dangerous
and addictive habit by making cigarettes more expensive.

Smoking eats up 5 to 10 percent of the public health budget. That’s our estimate of the cost of treating
diseases caused by smoking. The World Bank has looked at many scenarios of how raising tobacco taxes
would increase Government revenues. Without going into details, it’s quite possible to raise at least an
extra 1 percent of GDP.

So raising tobacco taxes could protect the lives of our children and grandchildren, save on health spending
and raise revenues.

If somebody votes against increasing tobacco taxes, it could be for three reasons. Two of them are wrong.
Only the third one is solid.

The first one is a fear that there might be political resistance to an increase in taxes. But anybody who
opposes tobacco taxation for fear of the political resistance has to answer this question: “Can you find
another way to improve the budget by at least one percent of GDP which would create less political
resistance?” One could raise VAT or income tax, but that would be politically even more difficult than
increasing tax on tobacco.

The second reason for opposition to an increase in tobacco taxes would be for fear of smuggling. We know
about smuggling. We know how cigarettes enter Moldova through Transnistria. Maybe two or three years

http://blogs.worldbank.org/europeandcentralasia
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ago this argument would have been convincing. But now, Moldova and Ukraine have made significant
progress in border cooperation and have monitoring systems which make this business much more difficult
- if there is political will.

There is only one strong reason for opposing an increase in tobacco taxation. And that is because one is
influenced by the tobacco lobby. The only real source of resistance to an increase in tobacco taxation is
the tobacco industry. I therefore think that it is the obligation of anyone who blocks an increase in tobacco
taxation to explain to the population why they are so opposed to it.

From a speech by Alex Kremer, World Bank Country Manager for Moldova, at Moldova's parliament on 6
December 2016.
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In August 2016, the Chinese public health community got a much-needed boost. The President of the
People’s Republic of China, Xi Jinping, said at the National Meeting on Health attended by members of the
Standing Committee of the Political Bureau of the Communist Party Central Committee, “An all-around
moderately prosperous society cannot be achieved without the people's all-around health.” He
stressed that “Prevention should be more important than treatment” and “If these issues are not
addressed effectively, the people's health may be seriously undermined, and economic
development and social stability will be compromised."  

Given China’s size and importance in the world, the emphasis placed by President Xi on health promotion
and disease prevention is nothing but revolutionary.  Indeed, in an era where the organization and delivery
of specialized, high-cost medical care dominates global health practice, the words of President Xi signals
the emergence of a more balanced health paradigm in China, where public health and medical care
reinforce and complement each other as part of a continuum of multi-sectoral actions to deal with both the
causes and consequences of social, environmental, and behavioural drivers of ill health, premature
mortality, and disability.  

China has the highest number of tobacco users in the world (>300 million) and smoking is a major killer.
 Approximately 1 million deaths every year are caused by tobacco, despite improved access to medical
care thanks to the expansion in recent years of national health insurance coverage.

In the face of this dire reality, what to do?  Wait to treat people when they develop lung cancer and other
tobacco-related diseases, or adopt measures to prevent the onset of disease in the first place? 
Governments have an obligation and the means to protect their population’s wellbeing by adopting
effective fiscal and regulatory measures, in addition to providing medical care to those persons who fall ill.
 In that sense, 2015 may prove to be a landmark year for tobacco control in China, as the Government
adopted a national tax reform on cigarettes as well as a ban on smoking in public places in Beijing—a ban
that is proposed to be expanded across the country. 
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Initial assessments done by a team from WHO’s Collaborating Center for Tobacco and Economics at
Beijing’s University of International Business and Economics (UIBE), show that the 2015 tobacco tax
reform is proving to be a win-win for both fiscal and public health in China.  The evidence thus far:

Impact on price and market structure. The weighted average wholesale price increased by 8.9%
from 10.27RMB per pack in 2014 to 11.18RMB per pack in 2015. The average retail price increased
by 10.29%, from 11.61RMB per pack to 12.81RMB per pack. However, from a global perspective,
the weighted average cigarette price in China is still cheap: less than US$2 per pack on
average.  As the low-end price categories increased more than middle and premium price categories
of cigarettes, the price gaps between tiers have been reduced. This encourages smokers up-shifting
from the low end categories (Class V and Class IV) to the middle and upper price categories (Class
III and Class II). 
Impact on tax incidence.  The sales weighted tax share as % of retail price increased from 52%
in 2014 to 56% in 2015, which is still lower than WHO recommended standard of 75%.  The sales
weighted average excise tax as % of retail price increased by 4% from 31% in 2014 to 35% in
2015.
Impact on consumption.  For the first time since 2001, as confirmed by the State Tobacco
Monopoly Administration (STMA), the volume of cigarette sales decreased by 2.36% in 2015
compared to 2014.  After the 2015 tax adjustment, sales continued to decrease by 4.61% over May
2015-April 2016 compared with May 2014-April 2015, and by 5.36% between October 2015-
September 2016 compared with October 2014-September 2015.
Impact on government’s revenue. According to STMA data, the tobacco industry in China
contributed 840.4 billion RMB (about US$129.29 billion) tax revenue from tobacco products in 2015,
an increase of 9% over the 2014 level.  As a state-owned enterprise, it also contributed an additional
190.97 billion RMB (US$29.38 billion) profit to the central government, plus 63.6 billion RMB
(US$9.79 billion) enterprise income tax to the central government. The 2015 tax increase was
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applied at the wholesale level, which generated an additional 57.8billion RMB (US$8.89 billion) in
excise tax at the wholesale level.
Impact on public health.  A preliminary estimation suggests that within 12 months followed by the
2015 tax increase, the total number of smokers would decrease by about 5 million.

 While the impact of the 2015 tobacco tax increase is generating measurable benefits, the price of 
cigarettes in China continues to be low and increasingly affordable for a population that enjoys rapid wage 
increases.  If the ultimate goal is to help smokers quit and prevent the next generation from getting 
addicted to smoking cigarettes, then additional tobacco tax policy reforms are needed in China, especially 
for re-orienting the excise tax structure towards specific excise taxes at the retail level in the medium-term 
and towards a uniform tax system at the retail level in the long-term.  A recent study* estimated that a 50%
increase in tobacco price through excise tax would lead over 10 years to 5.3 million years of life gained, 
and reduce expenditures on tobacco-related disease treatment by US$2.4 billion.

Looking into the future, as evidenced in a World Bank study “Toward a Healthy and Harmonious Life in 
China: Stemming the Rising Tide of Non-Communicable Diseases”, with stronger tobacco control 
measures including steeper tobacco tax increases, the rapid rise in China's non-communicable diseases 
can be halted, resulting in major gains for people’s health and the country’s social and economic 
development.
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Tobacco is arguably one of the most significant threats to public health we have ever faced. Since the publication of the
landmark U.S. Surgeon General’s Report on Tobacco and Health in 1964, that provided evidence linking smoking to
diseases of nearly all organs of the body (see graph below), the international community slowly began to realize that a
century-long epidemic of cigarette smoking was causing an enormous, avoidable public health catastrophe across the
world.

History is not linear. The road to progress tends to be circuitous and full of uncertainties, and even more than a few steps
backwards.  In spite of this reality, at certain points in time, we have to admire those individuals and countries who have
stepped in to shine the light to allow us all to move forward. 

Recently, Uruguay, a small country in South America, offered us a good example of how a government that is committed to
protecting the health and wellbeing of its people was able to withstand for more than 6 years the pressure of litigation from
a giant multinational tobacco company, whose annual revenues of more than US$80 billion exceed the country’s gross
domestic product of close to US$50 billion.  As discussed in detail below, Philip Morris started proceedings in February
2010 claiming that the comprehensive tobacco control measures adopted by the Government of Uruguay since 2003
violated obligations under international trade and investment arrangements.

http://blogs.worldbank.org/health
http://blogs.worldbank.org/health/


Uruguay: A giant leap to prevent tobacco-assisted suicide

http://blogs.worldbank.org/health/print/uruguay-giant-leap-prevent-tobacco-assisted-suicide[11/13/2018 2:16:43 PM]

We are heartened by the resolve of leaders in Uruguay, which reflects the “garra charrúa” or the “resourceful, daring, and
never to give up attitude” of the Uruguayan people.  Perhaps in this case is apt to paraphrase the words of Apollo 11
astronaut, Neil Armstrong, after he stepped onto the lunar surface for the first time in 1969, to describe Uruguay’s victory as
"one small step for a country, one giant leap for global tobacco control."   

Although cigarettes are “legal” goods that are produced, traded, and sold across the world, it is an indisputable fact, as one
of us can attest as a specialist in vascular disease, that tobacco acts in a number of direct and indirect ways to cause
damage to our blood vessels, heart and brain. Over time, these injuries raise blood pressure, reduce ability to tolerate
exercise, and increase risk for blood clots and cancer.

Image courtesy: Science [1]

Indeed, the bleak truth is that tobacco is the only “legal” product that kills when used as advertised.  [2] Despite decades
of accumulated epidemiologic and experimental evidence on the causal relationship between tobacco smoking and lung
cancer and other diseases, as well as significant progress achieved in reducing tobacco use globally since the adoption in
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2005 of the WHO’s Framework Convention on Tobacco Control (FCTC), smoking remains one of the largest causes of 
preventable disease and death, with nearly 80% of the world’s one billion smokers living in developing countries. Data from 
the 2015 Global Burden of Disease study show that tobacco-attributable deaths and disability-adjusted life years (DALYs) 
lost have continued to rise across the world because of increases in population and aging that overwhelm declines in both 
exposure and risk-delated rates of related disease burden. In 2015, more than 7.1 million people died due to all tobacco 
smoke-related cases, up from 6.8 million people in 2005.

The lawsuit by Philip Morris, the biggest tobacco company in the world, against Uruguay argued that the country’s rules on 
tobacco packaging negatively impacted its intellectual property rights and sales in violation of the terms of a bilateral 
investment treaty between Uruguay and Switzerland, where the tobacco company has its headquarters. At its core, the 
lawsuit opposed provisions in two tobacco control measures adopted by the Government of Uruguay for protecting public 
health from the adverse effects of tobacco promotion, including false marketing that certain brand variants are safer than 
others, even after misleading descriptors such as “light,” “mild,” “ultra-light” were banned, and to increase consumer 
awareness of the health risks of tobacco consumption and encourage people, particularly the youth, to quit or not to take up 
smoking. Ordinance 514 issued by the Ministry of Public Health in 2008 requires each cigarette brand to have a “single 
presentation” and prohibits different packaging or “variants” for cigarettes sold under a given brand. Presidential Decree 
287 of 2009 mandates an increase in the size of prescribed health warnings of the surface of the front and back of the 
cigarette packages from 50% to 80%, leaving only 20% of the cigarette pack for trademarks, logos and other information. 
The application of these provisions forced Philip Morris to withdraw most of its brands (such as Marlboro Red, Marlboro 
Gold, or Marlboro Green) from retail stores in Uruguay. 

On July 8, 2016, however, the International Center of Settlement of Investment Disputes (ICSID), an independent 
arm of the World Bank Group, dismissed the lawsuit in its entirety and ruled that Uruguay should be awarded 
compensation for all the expenses and costs associated with defending against these claims. In essence, the ruling 
accepted the claim made by the Government of Uruguay that its anti-tobacco measures were “about protection of public 
health, not interference with foreign investment.”  We should be clear, as Uruguay’s President, Dr. Tabaré Vázquez, an 
oncologist, stated in a televised address to the country after the ruling, the ICSID award reinforces that “it is not 
acceptable to prioritize commercial considerations over the fundamental right to health and life.” 

This landmark international ruling came at just the right time, as India prepares to host in early November 2016, the 
Conference of the Parties (COP7), bringing together 180 Parties, which includes almost every country in the world, as 
well as regional economic integration organizations like the European Union, for reviewing the implementation of the 
WHO’s FCTC and the Protocol to Eliminate Illicit Trade in Tobacco Products.

At COP7, the victory of Uruguay needs to be highlighted echoing the words of former New York City Mayor Michael 
Bloomberg, an international public health champion, who provided financial support to help Uruguay deal with the 
litigation: “No country should be ever be intimidated by the threat of a tobacco company lawsuit, and this case will 
help embolden more nations to take actions that will save lives.” Indeed, countries across the world have now an 
important precedent to follow for the benefit of their people. 
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The cigarette pu�s surrounded the 18-month-old boy as he stood next to his chain-smoking grandparents in the
living room, while a 3-year-old girl fetched a can of Pepsi-Cola from the fridge in the kitchen. Just across in the
dining area, a 7-month-old boy was being fed a creamy, sugary, chocolate cake, while a bunch of other kids were
playing “house” in the front yard by actually eating unlimited number of chocolate bars, cake, and chips while
drinking soda. 

I could not believe my eyes. Observing these behaviors as a parent myself, it seemed like I was watching the slow
death and diseases haunting these children for the rest of their lives. 

It has always been like this, but I had never noticed it until I moved out of Iraq and became a parent. I grew up in a
place where the unhealthy lifestyle was not a major concern. There are many other, more pressing concerns people
there tend to worry about — and rightfully so — than what they eat and drink. 
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However, what people in my war-torn home country may not realize is that it’s not only car bombs that can kill them.
Cigarettes, junk food, and soda can too.

I spent three weeks in Baghdad recently to visit my mother, who was dying of cancer. During my visit, I met with
some of my relatives. I noticed not only that some of them didn’t care much about what their children eat, they
themselves did not care for their health either. They chain-smoke (around kids, of course) and hadn’t been to a
doctor for a checkup in years! 

“I’d rather die suddenly,” a 37-year-old cousin of mine there once said. “I don’t want to know if I have any disease
that I have to deal with,” he added. 

I was speechless. 

This is exactly how mother died. A tumor on her left kidney kept growing for �ve years, destroying it and then
spreading to the bones. For �ve years since her last checkup, the cancer had in�ltrated her blood and advanced to
stage IV. It was too late to treat when discovered. She had only one month to live. 

It takes a village 

Educating people in Iraq and around the world, on healthy lifestyle is a vital matter — to the people and their
countries’ economies. 

A World Bank report warns that risky behaviors –smoking, using illicit drugs, alcohol abuse, unhealthy diets, and
unsafe sex— are increasing globally  and pose a growing threat to the health of individuals, particularly in
developing countries. Titled “Risking your Health: Causes, Consequences and Interventions to Prevent Risky
Behaviors”, the report looks at how individual choices that lead to these behaviors are formed and reviews the
e�ectiveness of interventions such as legislation, taxation, behavioral change campaigns, and cash transfers to
combat them. 

Engaging in such risky behaviors, according to the report, exerts a signi�cant toll on the individual’s productivity in
the long-run. Society su�ers as immediate peers of those who engage in risky behaviors may also experience
declines in their productivity. Children are at particular risk, for example if they have to stop schooling due to a sick
parent or if development of their cognitive abilities is compromised due to early exposure to harmful
substances.      

“Risky behaviors not only endanger an individual’s health and reduce life expectancy, they often impose
consequences on others,” said Damien de Walque, senior economist in the World Bank’s research department and
principal editor of the report, in a press release. “The health consequences and monetary costs of risky behaviors to
individuals, their families, and society as a whole are staggering and justify public interventions.” 

I once was a smoker myself. The peer pressure in high school and the di�culties I had to face during the country’s
wars had led me to smoke. However, after a doctor’s consultation and educating myself on how harmful this habit
is, I quit and it has been seven years since I lit a cigarette. Unbelievably, smoking rates increased in 27 countries
between 2000 and 2015.  I am lucky I am not part of that statistic, and you should not be either. As they say,
health is wealth. So think twice before �ushing your wealth down the toilet or to the grave!
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For 2016's World No Tobacco Day, celebrated today, the World Health Organization (WHO) and the 
Secretariat of the WHO Framework Convention on Tobacco Control (FCTC) are calling on countries to get 
ready for plain packaging of tobacco products.  Why, may you ask? 

The importance of this regulation is best explained in “Phishing for Phools” a new book by Nobel Prize 
Laureates in Economics, George Akerlof (2001) and Robert Shiller (2013). We humans think in terms of 
stories, Akerlof and Shiller observed, and our decisions are consequently determined by the stories we tell 
ourselves. Advertisers use this to their advantage by “graph[ing] their story” onto ours, and thereby 
influencing the decisions we make—in this case, to get us addicted to tobacco use, particularly teenagers 
and low-income people. 
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Australia passed legislation in 2012 to reduce the appeal of smoking by restricting the use of logos, colors, 
brand images, or promotional information on packaging other than brand names and product names 
displayed in a standard color and small font below hard-hitting warnings depicting the negative health 
consequences of smoking. In the two years following the law, tobacco consumption declined 12.8%, which 
some have attributed, in part, to the legislation.

Other countries are starting to follow Australia’s example.  Similar regulations approved in France and the 
United Kingdom are set to begin implementation in 2016, and they are under formal consideration in 
several other countries across the world.  Uruguay and Thailand already mandate that at least 80% of front 
and back of the packaging be covered with graphic health warnings.  And Mauritius leads Africa in terms of 
requirements for tobacco packaging and labelling.

The arsenal of effective consumer protection regulations that contribute to reduce the social acceptability of 
smoking also includes advertising bans, smoke-free public spaces, and restricting sales to minors. In the 
United States as mandated to the U.S Food and Drug Administration (FDA) by the 2009, “Family Smoking 
Prevention and Tobacco Control Act,” regulatory agencies have authority to regulate the manufacture, 
distribution, and marketing of tobacco products, including e-cigarettes, like any other drug.

Cigarette taxes also play an important role in tobacco control.  Evidence presented by high-level officials 
from China, Philippines, Uruguay, and the United States at a global tax conference held at the World 
Bank this past week, shows that raising tobacco taxes increases prices, reduces consumption, and 
improves the public health by reducing ill health and premature death.

Expanding the Global Tax Base: Taxing to Promote Public Goods, Tobacco Taxes:
(Pictured left to right) Patricio Marquez, World Bank Group, Fernando Serra, Ministry of
Economy & Finance, Uruguay; Philip Cook, Duke University; George Akerlof, Georgetown
University; Jason Furnman, US President’s Council of Economic Advisers; Jeremias Paul,
former Under Secretary of Finance, Philippines; and Rose Zheng, University of International
Business and Economics,  Beijing, China.
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Contrary to the assumption that tobacco taxes are financially regressive, Jason Furman, the Chairman of 
the US President’s Council of Economic Advisers, illustrated how the sum of benefits fully offset the 
additional cost of taxes on consumers—tobacco taxes disproportionately benefit lower income households 
because as tobacco taxes increase, better health ensues, less money is needed for smoking-related 
healthcare services, and labor productivity improves due to reduced sickness and absenteeism.  

Raising tobacco taxes is also an easy way to raise domestic revenue for health and other priority 
investments, as it is done in the Philippines under the 2012 Sin Tax Law to expand health insurance 
coverage to 15 million poor families or about 45 million people, and in the United States after federal 
tobacco taxes were increased in 2009 by US President Obama to fund the expansion of the Children's 
Health Insurance Program (CHIP) for low-income children.  The 2015 excise tax increase at the wholesale 
level in China, which has increased the tax rate as a percentage of the retail price from 49% to 56%, is a 
significant step for China, not only because the country is the largest producer and consumer of tobacco in 
the world, but also to deal with the growing burden of non-communicable diseases. The experience of 
Uruguay, a country with one of the most comprehensive tobacco control laws in the world, shows that its 
application has significantly decreased smoking among adults from nearly 50% to about 20% over the past 
decade.

We have to be clear that tobacco control measures, such as plain packaging and higher taxes, are not part 
of a “nanny state” designed to hinder “free choice” in society.  For those of us who have lost loved ones 
due to tobacco-related diseases, the story is a painful one. Simply told, our loved ones had become 
addicted to cigarettes, a product that unlike any other product on the market, kills when used as promoted 
by the “feel good” stories of manufacturers.  Indeed, despite new year’s resolutions and promises to quit, 
they could not shake off the “urge” to smoke! 

On this World No Tobacco Day, the international community needs to recommit itself to support countries 
in adopting plain packaging legislation to make tobacco use less attractive and increase taxes to make 
tobacco products less affordable.  Improving public health and protecting future generations from the risks 
of tobacco use should be a priority in the global social contract.  We owe it to the memory of our loved 
ones and to the millions of people who have died prematurely because of their tobacco addiction.
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As part of the 2016 World Bank Group-International Monetary Fund Spring Meetings [1] held this past week
in Washington, D.C., a fascinating panel discussion, A New Vision for Financing Development [2], took
place on Sunday, April 17. Moderated by Michelle Fleury [3], BBC's New York business correspondent, it
included World Bank Group President Jim Yong Kim [4],  Bill Gates [5], Justine Greening [6] (UK Secretary of
State for International Development), Raghuram Rajan [7] (Governor of the Reserve Bank of India), and
Seth Terkper [8] (Minister for Finance and Economic Planning of Ghana).

The panel was in consensus about the
current challenging economic and social
environment facing the world as a whole. 
That environment includes low rates of
economic growth across the world, drastic
reductions in the price of commodities that
are impacting negatively low-and middle-
income countries, rising inequality, frequent
natural disasters and pandemics, increased
number of displaced populations and
refugees due to conflict and violence spilling
across national borders and continents, and
the ambitious United Nations 2030 Agenda
for Sustainable Development [9], which
includes a set of 17 Sustainable
Development Goals [10] (SDGs). A question

debated in the panel was, Where will the resources be found to address these challenges? This question is 
critical under the current scenario if countries are to continue to build on the progress achieved over the 
last decade and maintain previous gains.

Gates noted that new and innovative tools are required alongside the promotion, adoption, and adaptation 
of good practices to make a difference in dealing with these challenges. Terkper advocated for maintaining 
official development assistance commitments and adopting flexible risk-sharing financial instruments by 
multilateral organizations to help countries attract and leverage private investment. The importance of 
investing in the development of healthy and productive populations as key engines of economic and social 
development over the medium and longer terms was stressed by Kim, who argued that many governments 
have to be convinced to invest in "soft sectors" — health, nutrition, and education — compared to the "hard 
sectors" —  roads, ports, and energy infrastructure.

While international financial assistance is necessary to help countries translate into reality the vision for a 
world free of extreme poverty, where there is opportunity for all, it should be recognized, as observed by 
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Rajan, that domestic resources depend in large measure on economic growth. Growth, in turn, is supported 
by an enabling economic, social, and environment policy environment, including counter-cyclical fiscal 
policies, adequate fiscal space, and good governance. But, as highlighted by Greening, national 
governments must recognize that in accordance with the Financing for Development Addis Ababa Action 
Agenda [11] adopted in July 2015, the active mobilization and effective use of domestic resources, 
underscored by the principle of national ownership, are central to the common pursuit of sustainable 
development.  

If development is lifting up lives, and new and innovative approaches for funding development are seen as 
“game changers,” then I would argue that the development community needs to redouble its commitment to 
advocate with national governments and society at large for raising taxes on tobacco products. Taxing 
tobacco is one of the most cost-effective measures to reduce consumption of products that kill prematurely, 
make people ill with all kinds of tobacco-related diseases (e.g., cancer, heart disease, respiratory illnesses), 
and cost health systems enormous amounts of money for treating often preventable diseases. In addition, 
hiking tobacco taxes can help expand a country’s tax base to mobilize needed public revenue to fund vital 
investments and essential public services that benefit the entire population and help build the human 
capital base of countries, such as financing the progressive realization of universal health coverage [12] and 
mental health scale-up [13] as well as education for all and early childhood development [14] initiatives. 
Indeed, data from different countries indicate that the annual tax revenue from excise taxes on tobacco can 
be substantial (e.g., close to 1% of GDP or $3 billion in the Philippines [15] in 2015). 

We at the World Bank, in partnership with the Bill & Melinda Gates Foundation [16] and Bloomberg 
Philanthropies [17], as well as World Health Organization [18], are already working and committed to support 
countries in the design and implementation of tobacco taxation policy measures and monitoring their health 
and fiscal revenue impact, as a critical element of the global development agenda. The time has arrived to 
make tobacco taxation an important source of domestic resource mobilization that has the potential to 
generate substantial health and social welfare dividends across the world.
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A Financial Times article this past week focused on IMF
Managing Director Christine Lagarde’s call on
policymakers to reform the global economy’s system for
coping with financial shocks. She said the world must
prepare for looming crises in emerging and low-income
economies, and their negative spillover impact on the
rest of the world, caused by tumbling commodity prices.

We would like to argue that this is the time to seriously
re-examine the role of corrective taxation, such as taxes
on tobacco, which can generate positive social benefits
while raising much-needed fiscal revenue. Let us make
the case. 

Tobacco use is a leading global disease risk factor and
underlying cause of ill health, preventable death, and
disability. With around 6 million lives lost annually,
tobacco-related diseases claim more lives than
HIV/AIDS [1], malaria, and tuberculosis combined.

It is a widely accepted fact that raising taxes on tobacco
products is one of the most cost-effective measures to reduce their consumption and save lives. Indeed,
research from high-income countries finds that a 10% price increase will reduce overall tobacco use by
between 2.5% and 5%.  International experience, however, indicates that tax rate increases should be high
enough to reduce the affordability of tobacco products, offsetting growth in real incomes. 

Tobacco taxes can also generate substantial domestic revenue which could then be allocated to fund
essential services that benefit the entire population. To this end, strong tax administration is critical to
minimize tax avoidance and tax evasion (mainly in the form of illicit trade). Regional agreements on
tobacco tax harmonization can also be effective in reducing cross-border tax and price differentials, and in
minimizing opportunities for individual tax avoidance and larger scale illicit trade.
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Equally important, governments must resist interference with tobacco control from the tobacco industry,
which continues to expand its business in poorer countries with less educated and younger populations, to
compensate for lower consumption in high-income countries.

There are positive trends on this front across the world. According to the 2015 WHO Global Tobacco
Report [2], 106 countries have increased their tobacco taxes in various ways. In the United States, for
example, cigarette prices rose 350% between 1990 and 2014, due to a five-fold increase in average state
cigarette taxes and a six-fold increase in the federal cigarette tax. The 156% increase in the federal excise
tax on tobacco over a four-year period adopted by the U.S. government in 2009 (taking it from 39 cents per
pack to $1, not counting state taxes which average over $1 a pack) helps pay for the coverage of millions
of low-income children under the State Children's Health Insurance Program.

The 2012 Sin Tax Reform Law in Philippines simplified the excise tax system on alcohol and tobacco,
made the tax system more buoyant by indexing tax rates to inflation, and funded increased enrollment of
the poor to the national health insurance program using tobacco and alcohol tax revenue. Excise taxes as
a percentage of the price of the most-sold cigarette brand in some Latin American and Southern African
countries have increased to levels that vary from 52% to 68%. In 2015, albeit still at a relatively low tax rate
level, China increased tobacco excise taxes [3] as a percentage of cigarette retail price, from about 33% to
38%.

Although several low- and middle-income countries have increased tobacco excise tax rates, overall they
remain substantially below tax rates in high-income countries, even when adjusting for differences in
purchasing power. This shows that low- and middle-income countries can increase their excise taxes
further to effectively make cigarettes more expensive, reduce consumption, and mobilize fiscal revenue.

Over the past decade, a “call to arms” to accelerate the implementation of the Framework Convention on
Tobacco Control, including tobacco taxation, has consistently being made by WHO, former New York City
Mayor Michael Bloomberg, Bill and Melinda Gates, and yes, the World Bank Group [4]. The international
community has now a window of opportunity to advance the tobacco tax policy agenda within the broader
framework offered by the Financing for Development Addis Ababa Action Agenda [5] adopted in 2015.
 Indeed, as stated in clause 32 of this agenda, price and tax measures on tobacco should be seen as
effective and important means to reduce tobacco consumption and health care costs, and as a revenue
stream for financing for development in many countries.

Under the World Bank Group’s Tobacco Control Program [6], a multisectoral initiative funded with the
support of the Bill & Melinda Gates Foundation [7] and the Bloomberg Philanthropies [8], work is under way
in several countries across regions combining public health, macroeconomics, tax policy, and tax
administration expertise, as well as know-how on reforming the customs systems, to assist in the design
and implementation of tobacco tax policy and administration reforms.

In times of crises, unconventional measures help. So, let’s make sure to include tobacco taxation as part of
the policy arsenal for countries to use to deal with the stark new reality of budget shortfalls and faltering
economic growth, while contributing to keeping the population healthy by controlling a preventable disease
risk factor.
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While on a walk with my younger son over the holidays, we got into a good discussion about the future of
health care.  After taking a class on health economics this past semester, he wanted to share his
perspective about the need to “do something” to deal with the high cost of medical services that are pricing
people out of health care in many countries.

Contrary to arguments used to justify the need for expanding access to services without putting patients at
risk of impoverishment when they have to pay out-of-pocket for services rendered, even when they have
health insurance, I was pleasantly surprised by his prescription.  He said:  we need to focus on “keeping
people well” rather than only “treating the sick.”

As a public health professional, I could not agree more. 

In 2015, we saw significant movement toward the goal of universal health coverage, culminating in a high-
level meeting last month in Tokyo at which global leaders highlighted [1] the need to accelerate progress
toward affordability of care and access to basic services.
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To achieve these objectives, and to ensure the financial sustainability of health systems, which can be
severely undermined by the uncontrolled rise of health care costs, it is important that the push toward UHC
include efforts to change lifestyle choices that contribute to chronic disease.

To be clear:  this is not only a predicament affecting developed countries.  Given the growing relative
importance of non-communicable diseases and injuries across the world, developing countries are also
starting to face this unavoidable dilemma but without the resource base, health systems or coverage levels
of developed countries.

Are disease and injury prevention then the “cure” for this global challenge?  In large measure this may be
the case.  However, this course of action requires a fundamental rethinking of how to best keep people
healthy and out of the hospital. 

For starters, there has to be a widespread realization among policymakers, employers, health insurers,
service providers, and the population at large, that the lion’s share of health care expenditures goes for
treating diseases and injuries that could be “prevented”.  This, however, would require priority attention for
supporting population-wide efforts to tackle social and behavioral determinants of ill health and premature
mortality, such as policy measures to curb tobacco use, second hand smoke, alcohol and substance
abuse, obesity and Type-2 diabetes, road traffic injuries, and in some countries, gun violence.

Besides regular collection and dissemination of data on the nature and characteristics of health risks and
associated conditions needed to guide policy formulation and implementation, including funding
allocations, active involvement of different stakeholders is required to advance this public health agenda.  

Taxation and regulatory measures, as well as “institutional nudges” such as offering healthier lunch options
in the staff cafeteria, can help influence behavior change and reduce the social acceptability of health risks.
High taxes on tobacco that make cigarettes unaffordable, for example, coupled with smoke-free public
spaces and bans on advertising, have been shown to reduce consumption and prevent addiction among
youth. Community-based nutrition and physical activity programs have also proved to be effective in
helping control obesity and the onset of diabetes.  Strict enforcement of laws against drunk driving has
contributed to significant reduction of road fatalities across the world. 

Insurance arrangements and health care organization and payment innovations are increasingly used in
different countries to advance this public health agenda as well.  For example, insurance companies, by
charging lower premiums for those who quit smoking, lose weight, and pass screening tests for artery-
clogging cholesterol, high blood pressure, and high sugar levels, provide an incentive for individuals and
families to assume responsibility for their health.   

Health care reforms that promote care coordination among hospitals, physicians, nurses, therapists and
home care providers in accordance with evidence-based care protocols and that reimburse services using
annual or capitated fees for members of an assigned population, are used to promote collaborative
structures centered on ambulatory, community-based, primary care services.  These arrangements have
the potential to reduce costly emergency room visits and inpatient services through early detection and
treatment of chronic diseases and by keeping people healthy and out of the hospital. 

There are also generic drugs to treat most of these conditions as a secondary prevention measure.
 Statins, for example, are prescribed to reduce cholesterol and lower the risk of heart attacks and strokes. 
But measures to keep people on medication adherence need to be adopted to reduce the risk of disease
progression or the development of multi-drug resistant conditions, including facilitating access to low-cost
generic drugs, since the high cost of drugs that control chronic diseases may be a disincentive to use
them.
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The use of smartphones and specialized apps can help keep people healthy, via text message reminders 
about medication schedules; keep track of lab results and vital signs; and monitor progress in achieving 
personal health goals.   

Many employers are offering on-site clinics as part of workplace health or wellness programs to help 
workers access health promotion counseling to  encourage exercise and diet regimens, and to provide 
secondary prevention services such as flu vaccination, screening for high blood pressure and blood sugar 
levels, and psychosocial support for anxiety and depressive disorders and alcohol and substance abuse. 
In the United States, for example, it is estimated that one-third of firms that have 5,000 or more employees 
now have such clinics.

As we start the New Year, it is time to make the case for giving more attention to health promotion and 
disease prevention as part of scaling up of universal health coverage.  Let’s make our goal healthy people 
and not simply more health services.  The realization of this goal, however, has to be a shared social 
responsibility!

Follow the World Bank health team on Twitter: @WBG_Health [2]
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Earlier this fall, my oldest son invited me to watch him run his first half marathon in Durham, North 
Carolina. While standing at the starting line, facing hundreds of runners of different ages, I could not help 
but be amazed by the irony of the situation:  In the midst of a region in the United States known as
“tobacco road,” there was tangible evidence of a significant, healthier turn in people’s norms and 
behaviors.

Why the irony, you may ask? After the U.S. Civil War in the 19th century, the tobacco industry became the 
backbone of North Carolina’s economy, and the city of Durham developed rapidly as a tobacco 
manufacturing center. Although cigarettes are no longer manufactured there, its historic district, where the 
race took place, still preserves the physical legacy of tobacco factories, which have now been converted 
into upscale apartment buildings and retail spaces.

While North Carolina is still the top tobacco-producing area in the United States, over the past two 
decades, tobacco employment, and the number of tobacco farming, processing and manufacturing
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establishments have declined steadily across all segments of the tobacco value chain in the U.S. In 1992, 
the U.S. tobacco industry employed over 80,762 people in 2,144 establishments. By 2012, this number had 
dropped to 42,531 workers in 1,955 establishments, a decline of 47.3% and 8.8%, respectively. 

The continuous decline in the relative economic importance of the U.S. tobacco industry is due in large 
measure to the translation of medical and public health evidence, and knowledge about the negative health 
effects of tobacco use, into effective public policy measures, such as smoke-free laws and tobacco tax 
increases, which make these products unaffordable. Education campaigns and cessation programs have 
also helped to reduce the social acceptability of smoking and have changed consumption patterns. And 
funding from the 1998 Master Settlement Agreement--an accord between the state Attorneys General of 46 
states, five U.S. territories, the District of Columbia, and the five largest U.S. tobacco companies, which 
requires the tobacco industry to pay the states approximately US$10 billion annually for the cost of health 
care for tobacco-related illnesses -- is being used to support crop diversification away from tobacco.

Beginning with the first U.S. Surgeon General’s
report on tobacco released in 1964, a broad
consensus now exists that tobacco use is the single-
most preventable cause of death and disease in the
United States.  As documented in the Healthy
People 2020 report, for every person who dies from
tobacco use in the United States, 20 more people
suffer with at least one serious tobacco-related
illness. Overall, smoking in the United States kills
about 480,000 Americans a year and costs nearly
$280 billion a year in health care costs and lost
productivity.

Thanks to widespread application of anti-tobacco
policy measures, smoking rates have declined
significantly. Survey data from the U.S. Centers for

Disease Control and Prevention (CDC) show a significant downward trend in current cigarette smoking
among adults in the U.S.: from 42% in 1965 to 19% in 2011.

In spite of the significant progress achieved over the past 50 years, the 2014 Surgeon General’s report
warns against complacency. The list of illnesses caused by smoking has grown, and smokers today have a
greater risk of developing lung cancer than they did in 1964, even though they smoke fewer cigarettes, due
to changes in the design and composition of cigarettes that raise health risks. It is notable that, for the first
time, women are as likely as men to die from many of the diseases caused by smoking.

As the tobacco industry and tobacco use in the United States gradually but inexorably continue to fade
away, there are other deep-seated and far-reaching changes taking place in social and cultural norms,
attitudes and behaviors that have had an impact on the population’s health.

Scientific evidence and knowledge about the health benefits of regular physical activity, for example, are
influencing youth and adults alike to participate in moderate and vigorous physical activities, such as
running. Events such as the Durham Half Marathon reflect the “running/jogging/walking boom” that has
grown over the past decade. Since 2004, Americans’ estimated total running/jogging participation
(6+days/year) has increased 70% to a record of nearly 42 million people, across both genders.   
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Public health warnings and advice on effective ways to deal with the growing U.S. obesity and diabetes 
epidemic are also making more people cognizant about the food  they eat.  CDC data show that 
improvement in eating habits, including reductions in the average number of daily calories children and 
adults consume; a decline in the amount of soda Americans drink by about one-quarter since the late 
1990s; and a  rise in physical activity, have all contributed to the fall in the rate of new diabetes cases by 
about one-fifth, from 2008 to 2014. 

On the trip back home from Durham, I concluded that all of us who are involved in supporting the 
realization of universal health coverage across the world now have  a tremendous opportunity to contribute 
to the attainment of longer lives, free of preventable disease, disability, injury, and premature death. But to 
do so effectively in today’s era of competitive priorities and vested commercial interests, we
need to advocate and support sound policymaking by disseminating and adapting to specific country 
contexts, good practices such as the ones observed in the United States. We also must bring evidence to 
bear on the broad social and economic benefits of public health action, as well as the costs of inaction.   

We have a ways to go, but “running away from tobacco road” is a step in the right direction.

Follow the World Bank Health team on Twitter: @WBG_Health [1]
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Let’s be clear.  Tobacco use, and its negative health, social and
economic impact, is not a global problem that is simply going
away.

As documented in a recent study [1], despite significant
reductions in the estimated prevalence of daily smoking
observed at the global level for both men and women since
1980, the actual number of smokers has increased
significantly over the last three decades as the result of
population growth.  In 2012, it is estimated that close to one
billion people were smokers, up from 721 million in 1980.

Clearly, tobacco use is a global epidemic. If we do not want to
be passive spectators to the unhindered growth of this threat to
global health, then political will at the highest levels of
government needs to be galvanized, coupled with sustained
support from civil society and international organizations.  This
is required not only to shine light upon this deadly but entirely
preventable threat, but more importantly, to promote effective
and sustained action to deal with it.

A new World Health Organization (WHO) report on tobacco
taxation [2], launched today in Manila, raises a troubling question

for policymakers across the world:  If, as shown by scientific evidence, tobacco is a leading global disease
risk factor, why then are so few governments levying appropriate levels of tax on cigarettes and other
tobacco products? 

The importance of this question is accentuated by the widely accepted fact that raising taxes on tobacco
products is one of the most cost-effective measures to reduce consumption of products that kill, while also
generating substantial domestic revenue for health and other essential  programs—investments that
benefit the entire population. 

Findings in the report show that while only 33 countries impose taxes that constitute more than 75% of the
retail price of a pack of cigarettes—the taxation level recommended to have an impact on consumption —
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most countries that do tax tobacco products have extremely low tax rates.  And some countries do not
have a special tax on tobacco products at all.

Given this situation, the WHO report is a much-needed and timely “call to arms.”  It encourages
governments to look at accumulated country evidence worldwide, and not simply the tobacco industry’s
arguments, and to use tax measures to increase the retail price of tobacco products as one of the best
available public health policy measures.

The report outlines some important lessons about how to effectively implement this policy measure to
achieve the public health objectives of tobacco taxation, based on empirical evidence:

While nearly all countries tax tobacco products, an excise tax is the most important type of tobacco
tax, since it applies uniquely to tobacco products and raise their prices relative to prices for other
goods and services.
Simpler tobacco tax structures are more effective than complex ones, since tiered tax structures are
difficult to administer and can undermine the health and revenue impacts of tobacco excise taxes.
Use of specific excise taxes enhances the impact of tobacco taxation on public health by reducing
price gaps between premium and lower-priced alternatives, which limits opportunities for users to
switch to less-expensive brands in response to tax increases.  Taxing all tobacco products
comparably reduces incentives for substitution.
Ad valorem taxes are difficult to implement and weaken tax policy impact. Since they are levied as a
percentage of price, companies have greater opportunities to avoid higher taxes and preserve or
grow the size of their market by manufacturing and selling lower-priced  brands. This also makes
government tax revenues more dependent on industry pricing strategies and increases the
uncertainty of the tobacco tax revenue stream.
Specific excise taxes need to be adjusted for inflation to remain effective.
Tax increases should reduce the affordability of tobacco products. In many countries, where incomes
and purchasing power are growing rapidly, large price increases are required to offset growth in real
incomes.
Strong tax administration is critical to minimize tax avoidance and tax evasion, to ensure that tobacco
tax increases lead to higher tobacco product prices and tax revenues, as well as reductions in
tobacco use and its negative health consequences.
Regional agreements on tobacco taxation can be effective in reducing cross-border tax and price
differentials and in minimizing opportunities for individual tax avoidance and larger scale illicit trade.

And, I will add, international trade agreements, such as the proposed Trans-Pacific Partnership, which is
being negotiated by 14 countries (Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico, New
Zealand, Peru, Singapore, the United States, and Vietnam), could help curb smoking globally if related
public health measures adopted by participating countries are protected from the threat of litigation from
the tobacco industry. 

The report also warns countries against accepting the industry’s argument that illicit trade of tobacco
products will thrive if taxes on tobacco products are increased.  Accumulated evidence  shows that this
argument is flawed. While high taxes may create incentives for illicit trade, different country experiences
show that illicit trade can be controlled by legal means (e.g., use of prominent tax stamps, serial numbers,
special package markings, health warning labels in local languages, adoption of uniform tax rates
nationwide that facilitate successful collection at the points of manufacture and import) and by increased
law enforcement (e.g., improving corporate auditing, better trace and tracking systems, and good
governance). 
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The report makes the point that controls over the distribution chain (from monitoring of production and/or 
distribution to licensing of all parties involved in manufacturing, distribution and retailing), improved 
technologies, and better use of data help to reduce illicit trade and complement tobacco tax reforms.

We at the World Bank, working with WHO and other partners, such as the Bill & Melinda Gates Foundation 
and Bloomberg Foundation, are committed to support countries in the implementation of tobacco taxation 
measures as outlined in this report.  Effective tax regimes that make tobacco products unaffordable 
represent an important intervention to tackle the growing burden of noncommunicable diseases and a 
potential important domestic revenue stream for helping finance the UN’s Sustainable Development Goals 
(SDGs) across the world.

Follow the World Bank health team on Twitter: @WBG_Health [3]
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On May 31, the global health community will mark World No Tobacco Day 2015 [1].  This year’s theme
focuses on the public health priority of stopping the illicit trade of tobacco products.  Perhaps this is a good
occasion to clarify that raising tobacco taxes to make this habit-forming product unaffordable is not the
cause of illicit trade.  Let me explain.

The benefits of higher tobacco taxes are obvious, both in terms of good health outcomes for individuals
and entire communities, which result from reduced consumption of tobacco products.  In particular, this
policy measure should be seen as a key strategy relevant for all countries to reduce the growing burden of
non-communicable diseases.  In addition, hiking tobacco taxes can help expand a country’s tax base to
mobilize additional revenue to fund vital health programs and other essential public services that benefit all
of us, even in the presence of cigarette smuggling.  In the post-2015 period, increased tobacco taxation
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(along with other “sin taxes”) could also represent an important domestic revenue stream for helping 
finance the UN’s Sustainable Development Goals (SDGs) across the world, which will build upon the 
Millennium Development Goals (MDGs).

One of the main arguments often raised by the tobacco industry and other parties against the adoption of 
tax increases on tobacco products is the threat of illicit trade.  Accumulated international experience, 
however, demonstrates that this argument is flawed.  

Tobacco taxes are not the primary reason for cigarette smuggling and cigarette tax avoidance. Despite 
high cigarette prices due to high taxes in high-income countries, illicit trade is much less common in these 
countries than in low-income countries with low tobacco taxes.  Indeed, many countries, such as the 
United Kingdom, or various states in the United States, have increased tobacco taxes significantly without 
experiencing major changes in illicit trade.     

While high taxes may create incentives for illicit trade, evidence indicates that other factors have a much 
bigger effect on illicit trade of tobacco products.  The trade thrives where the potential for illicit gains is 
high, and the risk to illegal operators is low.  More specifically, as noted in a new report [2] by the World 
Health Organization (WHO), factors driving illicit trade include: the ease and cost of operating in a country, 
tobacco industry participation, sophistication of crime networks, and low capacity in a nation’s tax 
administration system, and the likelihood of being caught and punished.

Also, as documented by the U.S.  Government Accountability Office, where  cigarette packs in the United 
States are taxed at varying rates at the state level,  criminal enterprises  have incentives to engage in 
cross-border and illicit schemes to profit or take advantage of these tax rate differentials.

What to do?   Experience shows that these illegal activities can be controlled by legal means (e.g., use of 
prominent tax stamps, serial numbers, special package markings, health warning labels in local languages, 
adoption of uniform tax rates nationwide that facilitate successful collection at the points of manufacture 
and import), and by increased law enforcement (e.g., improving corporate auditing, better trace and 
tracking systems, and good governance).  For example, since Her Majesty’s Revenue and Customs’
(HMRC) “Tackling Tobacco Smuggling” Strategy was introduced in the U.K. in 2000, the size of the illicit 
cigarette market has been cut by almost half, with more than 20 billion cigarettes and over 2,700 tons of 
hand-rolling tobacco seized.  Additionally, the U.K. has seen more than 3,300 criminal prosecutions for 
tobacco offences following action by law enforcement officers.  In Chile, a country that has one of the 
highest tax rates on cigarettes in the world, with taxes accounting for 78% of the price of each pack, the 
government has also experienced increased success in seizures of smuggled tobacco products. This has 
affected the country’s tobacco supply and is helping curtail the slight growth in illicit trade observed after a 
2013 increase in tobacco prices.

After making the above argument on the need to delink tobacco taxation from illicit trade in policymaking 
discussions, it needs to be acknowledged that illicit trade of tobacco products is both a major health and 
fiscal challenge that merits urgent attention and action by governments across the world.

According to WHO research, one in every 10 cigarettes might be illicit.  From a health perspective, 
increased availability and affordability of untaxed and inexpensive cigarettes puts more people at risk of 
being harmed because of increased smoking, addiction to a deadly product, and the resulting ill health, 
premature mortality and disability associated with tobacco-related diseases.  From a fiscal perspective, 
illicit tobacco trade only benefits a few (often criminal enterprises) at the cost of forgone tax revenues for 
the government, which results from taxes not being paid on tobacco products.

Ratification of the Protocol to Eliminate Illicit Trade in Tobacco Products, which is a supplementary treaty to 
the WHO Framework Convention on Tobacco Control (FCTC), is a critical first step to confront this

http://www.who.int/campaigns/no-tobacco-day/2015/brochure/en/
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global health, economic and social scourge.  The Protocol is now open for ratification, acceptance, 
approval, formal confirmation or accession by all Parties to the WHO FCTC. So far, eight countries have 
ratified it (Gabon, Mongolia, Nicaragua, Spain, Turkmenistan and Uruguay). Thirty-two additional 
country ratifications are needed to make this Protocol an international law. 

On World No Tobacco Day 2015, let’s all advocate and encourage lawmakers --from across the political 
spectrum in our respective countries-- to ratify and implement the Protocol to Eliminate Illicit Trade in 
Tobacco Products, in spite of the strong opposition from the tobacco industry.  Lives and the social well-
being of nations depend on it!

Follow the World Bank health team on Twitter: @WBG_Health [3]
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Tobacco kills one-third to one-half of all people who use it, on average 15 years prematurely.  The World
Health Organization (WHO) has a target of a 30% reduction in smokers by 2025; but this is one target that
would be great to exceed. Alcohol-attributable cancer, liver cirrhosis, and injury caused 1.5 million deaths
globally in 2010.

Recently, the representatives of ministries of finance and ministries of health, as well as a host of civil
society organizations and international organizations, met in Manila to consider lessons to be drawn from
the international experience surrounding so-called sin taxes.

What is a sin-tax? It is a tax that is levied on products or services that are socially costly, thus adding to
their price and contributing to state revenue. These type of taxes are levied by governments to discourage
individuals from partaking in such activities without making the use of the products illegal. To have so
many countries from the East Asian region come together at the World Bank-organized event in Manila,
sitting together, was itself a symbol of the emerging interest and consensus around issues concerning sin
taxes.

Taking a cue from the catchy campaign [1] around seven wins to advance the recent successful passage of
a major Sin Tax Reform in the Philippines, and based on the discussion in Manila, I suggest we consider
the seven salvos of sin taxes, as follows: 

http://blogs.worldbank.org/health
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1. It’s mainly a health issue; it’s only secondarily a taxation issue. The health consequences of 
continuing to smoke are dire -- tobacco is projected to cause 1 billion deaths in the 21st century, ten 
times what it did in the 20th century, or currently 5.4 million per year. Therefore, any delay is a costly 
delay; there should be a ‘bias for action,’ striving to make smoking less attractive to those susceptible 
to engaging in it. East Asia in particular has cigarettes that are affordable. They are packaged
(including by single stick) to minimize access costs. This region accounts for a lion’s share of the 
world’s smokers. Indonesia, alone, accounts for 5% of the world’s smokers, with two-thirds of men 
and about 7% of women smoking, and quite heavily, as well as a distressing 18% of children age 10 
to 14 years.

2. Market segments matter. The behaviors across the market segments are quite distinct, with 
noteworthy differences in elasticities across product categories and prices, for example. Smokers 
may be inclined to shift between (down) product categories, especially when a price increase is 
induced through the levying of an additional tax or increase in tax rate. Cigarette companies manage 
their product categories and packages to offer new attractions to smokers across the different market 
segments.

3. Arguments against increasing tobacco tax rates are spurious.  The industry – represented by 
growers, manufacturers, distributors and advertising outlets – are collectively a special interest. They 
mount arguments to try to galvanize public opinion, or create some forms of fear. One of the most 
often used is the suggestion that increased rates lead to smuggling. In such circumstances, it is 
important to reframe the argument. The issue is improving tax and customs administration so as to 
stamp down on illicit trade, rather than being held hostage by such trade and some poorly specified 
notion of smuggling.

4. Earmarking can help. Generally, public finance practitioners do not like earmarking, as it can 
contradict the general efficiency objectives of the public budgeting process. But this is one area where 
I am prepared to support earmarking in its soft form.
Earmarking can assist in making the argument for sin taxes compelling to the public; it can build trust 
in the public budgeting system, something which is needed in many countries in East Asia. Definitions 
concerning the soft and hard forms of earmarking are not uniform. In fact, earmarking as an idea 
seems to be malleable and ductile. These are strengths, not weaknesses. Institutional development 
has shown numerous cases where jurisdictions have started with earmarking, but through time have 
moved away from that, as confidence has emerged in their public budgeting processes. Health 
promotion – based on the idea that prevention is better than cure – sprang to life in the 1980s; it has 
made a valuable contribution to public health and should be supported by earmarked taxes. 
Earmarked taxes can also be applied for general public health purposes. For example, Philippines, 
Thailand, Egypt, and the UK earmark sin taxes for health.

5. Tax design matters a bit. It is desirable to have automatic annual adjusters built into the law so that 
excise taxes keep pace with rising incomes and aspirations. It is also noteworthy, that as with many 
taxes, more tiers create more tears. In other words, the more tiers for differentiating the types of 
tobacco products (maybe origin, price or quality) the more complicated the tax structure and the more 
wiggle room given to the tobacco industry for maneuver. Indonesia probably has the most complex 
(and industry-friendly) tobacco excise regimes in the world. Specific design features can make 
practices like ‘front-loading’ more difficult for the tobacco companies to sponsor. The challenge to 
reduce smoking requires numerous other interventions, as well as the use of taxation.

6. Build an evaluation system into the reform package. The public sector worldwide is beset by 
good ideas, but around which governments often fail to build tracking systems to measure the
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changes in behaviors (good and bad). The best time to design these systems is at the start; the 
Philippines is a good example of doing that. Their sin tax reform is controversial; one way to manage 
that controversy is with good data about the effects of these reforms. This means building into the 
reform package, evaluation and data collection on both the effects on the taxation side and also the 
spending side. 

7. It’s a special time for tobacco taxes. The global move toward universal health coverage, the
growing awareness associated with smokers’ health, the revenue need and the institutional appetite
for these forms of taxes have probably never been stronger. Cigarette taxes can boost tax intake
considerably. Even at current low rates, Indonesia collects more than 1% of GDP in cigarette tax
revenue. For countries looking at the transition from lower middle-income status to higher income
status – to escape the so-called middle-income trap – arguably, it is a reform that shows institutional
maturity and a society that is making the transition to the generally higher performing public
institutions associated with higher incomes.  The Philippines case showed that, notwithstanding an
entrenched industry and integration with growers, real reform can take hold.

Follow the World Bank health team on Twitter: @worldbankhealth [2]
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Last week, I participated in the 16th World Conference on Tobacco or Health (WCTOH) in Abu Dhabi--a
scientific event where the latest developments in tobacco control were presented.

While there was general agreement that the World Health Organization 2005 Framework Convention on
Tobacco Control (WHO FCTC)--the first global treaty negotiated under the auspices of the World Health
Organization--is an effective tool for tobacco control, there was concern that implementation at the national
level has fallen short of objectives.  

I prefer, however, to see the glass half full rather than half empty.  Let me explain why. 

It should be clear to all of us that the WHO FCTC is a global framework that commits countries that have
ratified it to move forward on tobacco control.  This is in itself a tremendous achievement. To help make
this a reality, WHO introduced MPOWER, a package of effective policies and interventions to assist
countries in reducing the demand for tobacco. The MPOWER package includes:  Monitor for tobacco use;
Protect people from tobacco smoke; Offer help to quit tobacco use; Warn about the dangers of tobacco;
Enforce bans on tobacco advertising, promotion and sponsorship; and Raise taxes on tobacco products.
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As shown at the conference, MPOWER is increasingly being implemented worldwide. WHO estimates that
2.3 billion people in 92 countries – one-third of the world's population – are now covered by at least one
MPOWER measure, up from 1.3 billion people in 48 countries in 2007. 

More specifically, the 2012 WHO data show that:

2.8 billion people in 54 countries (40% of the world's population) are covered by effective tobacco
use surveillance;
1.1 billion people in 43 countries (16% of the world's population) are covered by complete smoke-free
legislation;
1 billion people in 21 countries (15% of the world's population) are offered appropriate cessation
support;
1 billion people in 30 countries (14% of the world's population) are exposed to strong graphic health
warnings;
694 million people in 24 countries (10% of the world's population) live in countries with complete
tobacco advertising, promotion and sponsorship bans; and
530 million people in 32 countries (8% of the world's population) live in countries with sufficiently high
taxes on tobacco products.

More importantly, according to WHO 2014 estimates, the implementation of the WHO FCTC over 2005-
2015 has contributed to reduce smoking prevalence among males and females aged 15 years and older,
from 40% to 35% , and from 9% to 6%, respectively. And, as documented in a recent study [1], evidence
from 41 countries show that the effective implementation of MPOWER measures can help avert 7.4 million
premature deaths by 2050. 

Substantial and regular increases in tobacco excise taxes that raise prices and make tobacco less
affordable have been shown to be the most cost-effective measure, since prince increases are estimated
to lead to a reduction of 7 million smokers and to 3.5 million smoking-attributable deaths averted.

To highlight the tangible progress being made in tobacco control in low- and middle-income countries, the
winners of the 2015 Bloomberg Philanthropies Awards for Global Tobacco Control announced at the
conference reflect good practices and results achieved in each of the MPOWER categories:

• Monitoring: Brazil Ministry of Health and National Institute of Statistics   implemented the Global 
Adult Tobacco Survey in 2008, the first country to do so in the Americas, and the subsequent introduction 
of MPOWER measures into their existing national survey, creating strong technical capacity to monitor 
tobacco control.
• Protecting: Regional Advocacy Life Center (“LIFE”) of Ukraine led and coordinated support for the 
2012 countrywide smoke-free law and comprehensive anti-tobacco advertising, promotion, and 
sponsorship bill.
• Offering help to quit: Uruguay’s Ministry of Health has been a leader in global tobacco control for 
nearly a decade. In 2008, the new Tobacco Control law mandated that all health care providers offer 
cessation support.
• Warning: Nepal’s Ministry of Health and Population passed a comprehensive law comprised of 
large, graphic health warnings, bans on tobacco advertising and sponsorships, and a smoke-free law, all 
while facing immense pressure from the tobacco industry.
• Enforcing: KONFOP, a Russian NGO, was a leader in the passage of 2013 tobacco control 
legislation in Russia, which is among the strongest comprehensive tobacco control legislation in the world.
• Raising tobacco taxes: The Philippines Department of Finance and Department of Health played 
a critical role in passing the Sin Tax Law in 2012, which made it more efficient to raise the tobacco tax by 
simplifying the country’s tax structure and channeling the revenue to help expand universal healthcare 
across the country.

http://www.who.int/bulletin/volumes/91/7/12-113878/en/
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Also at last week’s conference, Michael Bloomberg and Bill Gates launched a US$4 Million Anti-Tobacco 
Trade Litigation Fund to help governments that pass tough anti-smoking laws defend against international 
trade suits and increase public awareness of legal threats from the tobacco industry.  And one of the most 
inspiring sessions addressed Australia’s move to mandate plain or standardized packaging for tobacco 
products in 2012, in spite of strong opposition from the tobacco industry. There were also a lot of 
discussion on how to best support agricultural diversification and end tobacco crop dependence.

While tobacco control remains a difficult challenge in a large number of countries (about 1 billion people 
are current smokers), I left the conference convinced that significant inroads have been made in the first 
10 years of the WHO FCTC toward the 2013 World Health Assembly target of reducing tobacco use 
prevalence globally by 30% by 2025. But, as I noted in my presentations at the conference, reaching that 
target will require that we continue working on tobacco control across the world as a moral and 
development imperative. If we do that, we will also be able to honor the legacy of loved ones who have 
suffered and died prematurely due to lung cancer or other tobacco-related diseases.
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For those of us who have been impacted by the death of loved ones due to the negative health
consequences of smoking, the recent announcement by Larry Merlo, the CEO of the U.S. pharmacy chain
CVS, to stop selling tobacco products in the chain’s 7,600 stores, was a ray of hope and a step toward a
future when public health concerns trump short-term profit motives.
 

CVS’s decision should be applauded and emulated as a good corporate example of the adoption of
“shared value” principles,which combine social and economic concerns.  Indeed, this was not only a
courageous decision to help prevent more societal harm caused by tobacco addiction, but also a business-
savvy decision for a man who lost his father to lung cancer.

While the company stands to lose about US$2 billion in annual revenues (1.6% of its total sales of US$123
billion), he is positioning CVS for the long term as an important health care provider, not just for selling

http://blogs.worldbank.org/health
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prescription drugs but also for offering basic health services such as flu vaccination and preventive care for 
chronic conditions in its fast-expanding “MinuteClinics” network.

Governments, private and non-governmental stakeholders, and international donors will do well to fully 
understand the business rationale of CVS and rethink their development strategies and assistance 
programs to make tobacco control a national and international priority.  As Mr. Merlo noted in a recent 
interview [1] with the Financial Times, selling tobacco in CVS stores “had become a contradiction to the 
health outcomes that we were trying to achieve.”

So, if governments, private and civil society actors, and international donors are committed to maximize 
the well-being of the population, they must redouble multisectoral efforts towards tobacco control to avoid 
falling into the same contradiction that CVS faced.

Let’s be clear. As World Health Organization (WHO) experts pointed out years ago, tobacco is the only 
consumer product that eventually kills half of its regular users if they follow its manufacturers’ 
recommendations. So how to stop this “legalized” carnage across the world?

Besides corporate actions such as CVS’s decision,which will contribute to further reduce the social 
acceptability of smoking, the 2003 WHO Framework Convention on Tobacco Control (FCTC) [2]—ratified by 
the majority of the world’s countries—offers a number of anti-tobacco measures, including high taxes on 
tobacco products and regulations to protect people from exposure to tobacco smoke in public places.

The good news is that the effective application of the FCTC measures is both good for public health and 
for the economy at large.  On one hand, these measures could yield cost-effective prevention for up to 
one-third of the world’s cancer cases— a positive step since cancer treatment is already unaffordable in 
many countries.  On the other hand, as suggested in a 2012 analysis conducted for the U.S. government 
by the Congressional Budget Office, an increase of 50 cents per pack in the U.S. excise tax on cigarettes 
and small cigars (adjusted each year to keep pace with inflation and, in the long term, with the growth of 
people’s income), and the resulting impact on people’s behavior and health, would increase U.S. federal 
revenues by about US$41 billion and reduce spending by US$1 billion through 2021.

Almost US$38 billion of the additional revenues would come from the higher excise tax, and another US$3 
billion in revenues would stem from improvements in health, primarily from additional earnings as better 
health allows people to work more and be more productive.  Spending on the U.S. government’s largest 
health care programs, Medicare and Medicaid, would also decline slightly during that period as people’s 
health improved, while spending on Social Security would increase slightly as more people lived longer.

CVS CEO Merlo’s decision comes on the heels of another courageous position taken by Lt. General Ian 
Khama, President of Botswana. In spite of strong opposition from the tobacco industry, President Khama 
announced in his State of the Nation speech on November 4, 2013, a 30% increase in the tobacco levy on 
top of the 48% excise tax on tobacco adopted by the five Southern Africa Customs Union (SACU) 
countries, of which Botswana is a member.

Taking into account public health and economic evidence, and building upon these examples of bold 
leadership, we need to continue to keep pushing tobacco control across the world as a moral and 
development imperative.  And only then we will truly honor the legacy of our loved ones who suffered and 
were lost because of lung cancer and other tobacco-related diseases.

Follow the World Bank health team on Twitter: @worldbankhealth [3]

http://www.ft.com/cms/s/0/b8d5e64a-8f85-11e3-9cb0-00144feab7de.html#axzz2uFhngawu
http://www.ft.com/cms/s/0/b8d5e64a-8f85-11e3-9cb0-00144feab7de.html#axzz2uFhngawu
http://www.who.int/fctc/en/
https://twitter.com/worldbankhealth
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You might have missed it over the winter, but Russia achieved an important public health milestone that deserves applause: 
It enacted a national law that bans smoking in public places and restricts cigarette sales, joining a growing number of 
countries in making tobacco control a health priority.

The policy victory was a long time coming.

I recall, working in Russia in the mid- and late 2000s, the sense of gloom that prevailed about the poor health conditions of 
the population.  Indeed, in a report that the World Bank prepared in partnership with the Russian Ministry of Health and the 
World Health Organization (WHO), we documented that Russians were “dying too young,” the main causes driving this 
phenomenon, and its enormous demographic, social and economic toll.

It was obvious then, as it is now, that a major culprit of the demographic and health decline in Russia is the widespread use 
of tobacco, which is linked with the country’s high rates of cardiovascular diseases (some of the world’s highest), many 
cancers and chronic lung diseases.  According to the 2008-10 Global Adult Tobacco Survey (GATS), there are nearly 44 
million smokers in Russia, and almost every Russian is exposed to secondhand smoke in bars and restaurants. One in 
three Russians is exposed to smoke in the workplace, and it is estimated that smoking claims 330,000-400,000 Russian 
lives every year.

While Russia ranks number one in smoking rates among countries surveyed, cigarette smoking is the single most 
preventable cause of disease and death in the country.  And the future disease burden will be influenced by the already high 
rates of smoking in adolescents and young adults of both sexes in the countr

http://blogs.worldbank.org/health
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By the late 2000s, the rising cost to public health from smoking could no longer be ignored.  From the highest offices in the 
Kremlin and the State Duma, to the Ministry of Health, regional governments and civil society, a consensus begun to emerge 
about the need to combat the tobacco epidemic as part of a broader effort to improve the poor health conditions of the 
population.

The stark reality underlying this shift was that mortality among Russian men had increased by 60% since 1991 -- four to five 
times higher than the European average -- contributing to the precipitous decline in life expectancy among males, to a low of 
58 years in 2004 from the peak of 65 years in 1964, while women lived 14 years longer.

Although male life expectancy has risen  in recent years to 63 years and life expectancy for women is now  75 years, poor 
health conditions, alongside declining fertility below replacement levels,  have led to a significant decline in the total size of 
Russia's population, from 148 million in 1991 to 141 million in 2011.  Annual productivity loss from smoking-related 
premature mortality was estimated to reach US$ 24.7 billion, or more than 3% of the GDP, in 2008. Additional losses from 
morbidity and health care expenditures related to smoking compound this loss.

The growing political and social momentum toward addressing Russia’s high burden of preventable illness contributed to the 
decision by the Russian government to ratify in April 2008 the Framework Convention on Tobacco Control (FCTC), a global 
treaty adopted by the 56th World Health Assembly in 2003, which has now been signed by 168 countries covering close to 
90% of the world’s population.

And on February 23, 2013, Russian President Vladimir Putin signed a long-awaited, comprehensive law that will ban 
smoking in most public places and restrict cigarette sales in the world's second-largest tobacco market after China (Russia’s 
tobacco market was estimated to be worth US$22 billion in 2011). The law, which will ban smoking on municipal transport, at 
railway stations, in lifts, bus stations and administrative buildings, as well as in health facilities and schools beginning June 1, 
2013, will come into full force in 2014, covering other venues such as ships, long-distance trains, train platforms, hotels, 
cafes and restaurants.  It will also ban sales of tobacco products at street kiosks, restrict advertising, and set minimum prices 
for cigarettes, which now cost less than US$2.

On this year’s World Health Day, celebrated on April 7, the Russian people and the global health community should rejoice. 
The enactment and implementation of this momentous law puts Russia on the right side of public health history.  Its 
measurable benefit in years ahead will be less ill health and disability, countless lives saved, and a more productive and 
healthy population.

To paraphrase Boris Pasternak in his timeless novel Dr. Zhivago, perhaps “Mother Russia is on the move, she can't stand
still, she's restless and can't find rest” -- hopefully until the tobacco curse is overcome.

Follow the World Bank health team on Twitter: @worldbankhealth [1]
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[1] 

The scaling up of voluntary medical male 
circumcision, particularly in high HIV prevalence 
settings, is a highly cost-effective intervention to 
fight the epidemic—randomized controlled trials 
have found a 60% protective effect against HIV for 
men who became circumcised. 

But, the supply of this medical service is just one part of the picture. Without active 
involvement from individuals and communities to deal with social and cultural factors 
that influence service acceptability, the demand for this common surgical procedure will 
be low. 

Indeed, on a recent visit to Botswana, a country with high HIV prevalence and low levels 
of male circumcision, my World Bank colleagues and I had a good discussion with the 
National HIV/AIDS Commission about ways to address the low uptake of voluntary, safe 
male circumcision services in spite of a well-funded program by the government.  It was 
obvious to all that if the demand for, and uptake of, this service were not strengthened 
through creative mechanisms that foster acceptance, ownership, and active 
participation of individuals and community organizations, the program would not help 
control the spread of HIV through increased funding of facilities, equipment, and staff 
alone. 

So, what do we need to do to ensure that need, demand, utilization, and supply of 
services are fully aligned to improve health conditions? 

The good news is that evidence from different countries can be used for designing 
effective policies to empower people to make informed decisions and do what’s in their 
best interests. 

  

http://blogs.worldbank.org/health
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In Poor Economics [2], a wonderful new book by Abhijit Banerjee and Esther Duflo of 
MIT, the authors present evidence  on how firmly held beliefs by the poor, who often 
lack critical information (e.g., how HIV is transmitted or prevented), contribute to 
decisions and behaviors that put them at risk of or contribute to the spread of 
communicable diseases.  

  

But the authors also argue that information alone will not do the trick. What’s needed 
are those “policy nudges,” such as free services or rewards as done under conditional 
cash transfer programs (e.g, Bolsa Familia in Brazil, Oportunidades in Mexico), which 
encourage people to demand and utilize preventive and treatment services (e.g., 
prenatal care and institutional deliveries, taking pills over the course of treatment to 
prevent the onset of multi-drug resistant TB). 

  

Similarly, as we agreed with the Ministers of Health of Angola and Namibia during my 
visit to the region, there is also ample evidence from across the globe that shows that 
fiscal measures (e.g., higher excise taxes for tobacco), regulatory measures (e.g., 
smoking bans in public places to prevent the negative effects of secondhand smoke), or 
measures by the police (e.g., enforcement to deter drunk driving) are critical tools in the 
public health arsenal that lead to lower rates of lung cancer, heart attacks, road traffic 
deaths, as well as reduced use of related high-cost treatment and trauma care services. 

  

As more countries pursue the goal of universal health coverage, which is high on the 
global health agenda, we need to focus not only on how to expand financial protection 
and access to needed services, but also to rethink how public policy is structured and 
geared to “nudge” people to improved health-related decision making and actions, and 
to regulate social and environmental factors that contribute to ill health, premature 
mortality and disability. 
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The scientific evidence is overwhelming. As Robert Beaglehole and colleagues at the World Health
Organization (WHO) pointed out years ago, tobacco is the only consumer product that eventually kills half
of its regular users if they follow its manufacturers’ recommendations. 

Given this dire reality, it is clear that Africa is now at a
crossroads. On one hand, the countries in this region have
become an attractive and under-tapped market as tougher
regulations, high taxes, and greater consumer awareness of
the dangers of smoking in developed countries are “closing the
door” to tobacco imports and leading to significant drops in
consumption. And on the other hand, cigarettes are becoming
increasingly affordable as incomes rise in several African
countries due to the rapid economic growth of recent
years. Indeed, African countries are experiencing the highest
increase in the rate of tobacco use amongst developing
countries--the number of smokers in sub-Saharan Africa is
projected to increase 148 percent by 2030, to 208 million smokers or one-fifth of the total population. 

Should African governments and the international community be concerned with this development? 

I firmly believe, yes. If the current smoking patterns continue unabated, they will accelerate the growth of
tobacco-related non-communicable chronic diseases (e.g., lung cancer, respiratory problems, heart
attacks) compounding the already heavy burden imposed by communicable diseases (e.g., HIV/AIDS,
tuberculosis, malaria). Besides undermining the health of the population and their productive potential and
contributing to lives lost, Africa will be confronted with major health system and funding challenges to deal
with these chronic diseases. The magnitude of these challenges is best illustrated by the United States,
where cigarette smoking is estimated to cause annually more than 400,000 deaths and about US$200
billion in health-related economic losses, nearly half in direct medical costs. 

The good news is that Africa is fighting back. Some 42 African countries have already signed the 2003
WHO Framework Convention on Tobacco Control (FCTC) [1] that binds them to a number of anti-tobacco
measures, including high taxes on tobacco products and protecting people from exposure to tobacco
smoke.

On June 3-5, 2012, the World Bank, in partnership with the Southern Africa Development Community
(SADC), the Ministry of Finance of Botswana, the Bloomberg and Gates Foundations, and WHO, is
convening in Gaborone, Botswana, a high level forum “The Economics of Tobacco Control:  Taxation and
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Illicit Trade.”  With the participation of delegations from Ministries of Finance, Trade, and Health of 14
SADC member countries and global and regional experts, the aim of the forum is to promote dialogue on
best practices in effective design and administration of excise taxes on tobacco as an instrument to
promote public health and to share knowledge on the dimensions, causes, and extent of illicit trade of
tobacco and strategies to control it.

These topics are critical for helping create a “smoke-free” environment in Africa. Of all the demand-
reduction strategies outlined in the FCTC, increasing the retail price of tobacco products through higher
excise taxes to make tobacco products less affordable is the single most effective way to decrease
consumption and encourage tobacco users to quit. And, contrary to tobacco industry claims, the forum will
be geared to show that increased tobacco smuggling does not automatically follow tax increases if
governments show committed and strengthened law enforcement to combat smuggling and counterfeiting.
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It is common to hear officials from countries and international agencies talk about the 
multiple challenges that impede intersectoral work for health. The concern is valid: while 
ministries of health and related institutions are organized and funded to improve the 
“health” of the population, other ministries do not have such a mandate. In most cases, 
this has led to a certain paralysis characterized by lofty aspirations in the health sector 
about the potential benefits of intersectoral action, but with little collaboration and action 
involving other sectors. 
 
Should we accept the status quo or proactively find entry points to engage other sectors 
in advancing the global health agenda? 
 
In this context, it was gratifying to see high-level officials from ministries of finance, 
trade, health, and customs from 14 Southern African countries gather together at an 
African regional forum on tobacco control held earlier this month in Gaborone, 

http://blogs.worldbank.org/health
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Botswana, organized by the World Bank and the Bloomberg Philanthropies, with 
support from the Gates Foundation and the World Health Organization. 
 
 

The forum proved to be a good example of an effective entry point to begin sensitizing 
non health officials on the importance of adopting government-wide policies to prevent 
and control the negative health impact of tobacco consumption in a society. 
 
Experts spoke on the nature of the tobacco challenge, explaining how tobacco taxation 
might be used to achieve public health goals. Discussion also centered on illicit trade 
and how it might be overcome to prevent it from undermining the effectiveness of high 
excise taxes on tobacco products that make them less affordable, drawing on 
international perspectives from a range of countries--Brazil, China, India, Kenya, South 
Africa, the United Kingdom and the United States. 
 
Representatives from various countries emphasized that in resource-poor countries 
(e.g., Malawi, Zimbabwe) where tobacco cultivation is part of the farming system of 
large number of smallholder producers and is the only cash crop, there is need to 
support agricultural diversification to help farmers move away from tobacco 
dependence. 
 
It was evident that sharing knowledge and country experiences is key to dispelling 
myths and misconceptions in favor of evidence, establishing common understanding 
across sectors about the social and economic determinants that influence health, and 
identifying interventions to open doors for intersectoral collaboration. 

 
Also, the opportunity for peer-to-peer learning, and both Kenya’s and Mauritius’s 
willingness to share their expertise in tobacco control with other countries, showed that 
cooperation between African countries, along with international assistance, could help 
carry intersectoral work forward. 
 
I left Gaborone convinced that reaching out to other sectors is not only possible but 
actually critical if we aree going to advance the global health agenda. Perhaps now that 
the forum has helped establish an intersectoral connection, international partners could 
support the Southern African countries as they develop multisectoral policies and 
actions to overcome the many hurdles they face in implementing effective tobacco 
control measures. 

 
In doing so, we should not forget the eloquent words of the Minister of Health of 
Botswana, the Hon. Rev. Dr. John Seakgosin, who advised us to keep in mind that 
“tobacco causes sickness, pain, grief and misery, and that its impact is impossible to 
measure in only monetary terms.”  
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As a World Bank staff member, I feel privileged to have participated in two landmark 
global public health events. 

In June 2001 at a UN General Assembly Special Session, world leaders collectively 
acknowledged—for the first time—that a concerted global response was needed to 
arrest the HIV/AIDS pandemic. This led to the establishment of the Global Fund [1] and 
bilateral initiatives such as PEPFAR [2], which helped fund a scaled-up response to 
HIV/AIDS [3], as well as to malaria and tuberculosis. The net result for the most part has 
been impressive: a dramatic expansion in access to treatment that has saved millions of 
lives, a significant reduction in the vertical transmission of HIV (mother to child), 
technological progress resulting in cheaper, more effective treatments, and better 
knowledge about HIV transmission to guide prevention efforts—while highlighting the 
need to revamp health systems [4] to make the effort sustainable. 

I’m in New York this week at the UN Summit on Non Communicable Diseases (NCDs), 
where more than 30 heads of state, 100 ministers, international agencies, and civil 
society organizations are discussing a pressing global health issue: NCDs [5]. This is a 
policy nod in the right direction, as NCDs have been largely ignored in development 
circles even though they cause two-thirds of all deaths in the world (most of them 
prematurely) and long-lasting ill health and disability, and due to NCDs’ chronic nature, 
increase the risk of impoverishing millions of people who lack or have limited access to 
health systems. 

In spite of the high expectations for the Summit, there is a sober realization that we are 
living in a different world than in 2001. Because the severity of the economic slowdown 
and fiscal deficits—particularly in the developed world—may constrain international 
assistance in the upcoming years, there is a growing understanding that countries will 
need “to do more with less” and that they “cannot treat their way out of the NCD 
challenge” as stressed in a World Bank report [6]launched prior to the Summit. 
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So, I am optimistic that the post-Summit will bring forward some sound and effective 
approaches to deal with NCDs. The last ten years of global public health history offer 
multiple lessons to guide the response, particularly to avoid the false dichotomies of 
communicable versus non-communicable diseases, prevention versus treatment, and 
vertical programs versus health systems—they are mutually reinforcing. And, the World 
Bank, as a multisectoral institution, is well-positioned to assist countries in adapting (I 
would like to stress adapting and not adopting.) those lessons to their respective 
institutional and cultural realities—particularly in dealing with some of the social 
determinants of behaviors (e.g., smoking) and biological risks (e.g., obesity, 
hypertension due to poor diets high in trans fats, saturated fats, salt, and sugary drinks) 
that are associated with the onset of NCDs, as well as to strengthen the health services 
centered around a strong primary care system and universal health financing 
arrangements.  
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