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Why Tax Tobacco?

“Sugar, rum, and - tobacco,  are
commaodities which are no where
necessaries of life, which are become
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



Why Tax Tobacco?

A Efficient revenue generation

A Primary motive historically and still true in
many countries today

A Very efficient source of revenue given:

A Historically low share of tax in price in many
countries

A Relatively inelastic demand for tobacco
products

A Few producers and few close  substitutes

A Makes tobacco one of many goods and
services that satisf ioes t
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Why Tax Tobacco?

A Efficient revenue generation

NThis ‘vioce brings 1Ir

million francs in taxes every yeatr. |

will certainly forbid it at once I as

SO0N as you can name a virtue that
brings I n as much

Napoleon Il
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Why Tax Tobacco?

Promote public ‘health

A Increasingly important motive for higher
tobacco taxes in many high income
countries

A Emerging as important factor in some low
and middle income countries
A Based on substantial and growing
evidence on the effects of tobacco taxes
and prices on tobacco use

A Particularly among young, less educated,
and low income populations
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Taxes, Prices and Health: US,
1980-2005

Cigarettes per adult
per day

3

Price (% relative to 1980)

Lung cancer death rates per 100,000
(divided by 4): men age 35-44
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