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Foreword
Dr. Derek Yach, President
Foundation for a Smoke-Free World
Despite the many global challenges related to the COVID-19 pandemic, the Foundation for a
Smoke-Free World successfully executed various programs in furtherance of our mission:
ending smoking in our generation remains our core mission. We recognize the centrality of
addressing several economic factors in order to accelerate the demise of combustible
cigarettes. In that spirit, we brought together world famous economics and harm reduction
experts with some of the Foundation’s grantees to gain their insights about factors we must
address to end the smoking epidemic.
Thus in May 2020, when the world had all but come to a halt, the Foundation’s Economics of Ending Smoking
webinar series was launched. We hosted a series of high level virtual sessions with over 20 presentations and panel
discussions between May and November 2020. We heard from economists, academics, public health researchers,
policy experts from global think tanks and many others.
These participants sought to answer the question: what types of policies work best to bridge the governments’
interests with public health goals? Through active participation, presenters and the audience had a constructive
dialogue that spanned broad geographies and contrasted the situation in developed countries with that of LMIC
countries.
These discussions brought under scrutiny the regulatory framework of selected countries, in particular as it related
to pricing and taxation legislation. One of their key conclusions was that there is a significant market failure with
respect to harm reduction products on a global scale, and in particular there is an acute lack of evidence and
information on the role and impact of harm reduction products coming from LMICs.
An important consensus emerged during the Economics of Ending Smoking webinar series, namely that regulations
of harm reduction products that merely copied regulations applied to combustible cigarettes is likely the single
biggest impediment to tobacco harm reduction. It can entirely inhibit the transition away from combustibles, with
devastating short- and long-term effects.
Another important takeaway was that evidence based policies based on risk differentials yield the best results to
further both public health goals and government priorities. Some of these will unquestionably be of an economic
nature, such as collecting revenue and maximizing benefits from public healthcare spending. Additional issues that
lend themselves to regulating proportionate to risk include how one addresses flavors, nicotine levels and the
information environment (marketing, warnings, health education messages).
80 percent of all smokers live in LMICs. They bear a disproportionate burden of the tobacco epidemic and still lag
behind in the full deployment of effective tobacco control measures as required by the WHO Framework Convention
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on Tobacco Control. There was agreement about the need to carefully consider how best to adapt what works in an
OECD country to what will work in a LMIC.
We have the distinct honor to share with you the summaries of these Economics of Ending Smoking series
presentations. I take this opportunity to thank the webinar presenters, participants and my Foundation colleagues
and advisors, who stayed the course during a difficult year and in lockdowns, answered the call to continue to build
upon the Foundation’s science and research mission, and offer governments and other stakeholders extremely
valuable evidence to support the most effective path ahead towards a future without cigarettes in our lifetime.
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Introduction
Dr. Ayda Yurekli, Principal Economist
Foundation for a Smoke-Free World
This is the first of a series of webinars that we at the Foundation have planned on the
economics of ending the smoking epidemic. We have arranged these presentations not
only as a discussion, but also to link sources of international expertise. It brings
together experts on the ground who understand tobacco issues in their particular
regions with others who have a global perspective and expertise, and involved
participants from Bangladesh, Canada, Georgia, Indonesia, Ireland, Italy, Kazakhstan,
Malaysia, Pakistan, Philippines, The Russian Federation, Turkey, Ukraine, Uzbekistan,
the United States and others across a wide range of disciplines.
This webinar series was intended to enhance the flow of information and knowledge between participants and
Foundation grantees in low- and middle-income countries about health and economic issues surrounding the
current tobacco environment, as well as debate and discuss existing research, and have grantees to share evidence
from their countries and regions. It was designed to build knowledge and collaboration bridges across north-south
and south-south relationships. In addition, our grantees’ papers will be available on their own websites, and we will
link to these websites as they are completed.
This webinar series and its resulting publication took place as a result of the efforts of many talented people,
including:
• Dr. Ehsan Latif, Vice President of Grant Management and Stakeholder Engagement at the Foundation, whose idea of building bridges
among researchers and stakeholders was key to this webinar series and an important contribution for achieving a smoke free world.
• Patricia Kovacevic Esq. moderated many of the sessions in this webinar series, and her contributions and her in-depth regulatory
knowledge contributed greatly to the productive discussions in these sessions.
• Maggie Daher provided great administrative and technical support for these webinars.
• Science writer Richard Gallagher worked tirelessly to develop this proceedings monograph, in collaboration with myself and each of the
session presenters.

Together with Derek Yach, I would also like to thank each of the presenters who contributed their time and expertise
to making these webinars successful. Finally, I would like to thank the Foundation for a Smoke-Free World for making
this webinar series possible through its support.
This pandemic year ushered in a new way of working virtually, and while we miss meeting face to face at conferences
and meetings, this new form of online collaboration allowed experts across the globe to meet on a regular basis. We
hope and believe that these kinds of connections established here will continue, because this is what we are
supporting in the future. This is just the beginning of a new global effort to end smoking, and we are going to take
this process even further in the future. Welcome to the proceedings from the first of what will be an ongoing webinar
series on economic issues in tobacco control and harm reduction.
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Participant List
Contributors from the Foundation for a Smoke-Free World
Derek Yach, DSc (hon.) MBChB, MPH is the founder and President of the Foundation for a Smoke-Free World. He
is a former World Health Organization (WHO) cabinet director who was deeply involved with the development of its
Framework Convention on Tobacco Control (FCTC), served in senior executive positions at the Vitality Group,
PepsiCo, and the Rockefeller Foundation, and was a professor of global health at Yale University.
Ayda Yurekli, PhD is Principal Economist for the Foundation, where she researches the impact of reduced tobacco
consumption on the health systems and economies of low- and middle-income countries (LMICs). Dr. Yurekli
previously worked for the World Health Organization, where she was Lead Economist and Senior Economic Advisor
for WHO’s Tobacco Free Initiative and Coordinator for WHO’s Tobacco Control Economics Unit, and the World Bank.
She has worked with Ministries of Finances from over 80 countries on excise tax implementation and administration,
and trained dozens of international government officials and academics on the economics of tobacco control
research.
Patricia Kovacevic, JD, Esq. is the founder of RegulationStrategy, a consulting firm with expertise on FDA and
global nicotine and tobacco regulatory strategies, and a consultant to the Foundation. She has held senior legal and
regulatory positions in the tobacco industry and her expertise includes successful premarket tobacco applications,
global nicotine, ENDS and tobacco regulation, TPD, and many other areas.
Ehsan Latif, MD is Vice President of Grant Management and Stakeholder Engagement for the Foundation. He
oversees the Foundation’s global grants program, and has more than 20 years of experience managing the
development and implementation of cohesive strategies to achieve public health for global organizations.
Maggie Daher served as an Executive Assistant for the Foundation, and coordinated the logistical and technical
support for this webinar series.
Richard Gallagher, LMFT is a freelance science writer. He has served as a content editor for numerous tobacco
control and public health monographs, and is the author of ten books for major publishers as well as pieces in Time
Magazine, CNN.com, Nature and numerous other publications.

Webinar presenters
David T. Sweanor, Esq. a global expert on taxation and regulation policy for tobacco products and harm reduction.
He serves as Chair of the Advisory Board for the Centre for Health Law, Policy & Ethics at the University of Ottawa and
an Adjunct Professor on its law faculty. He is also a member of the Global Leadership Council of the Boston
University School of Public Health and served as legal counsel for the Non-Smokers’ Rights Association from
1983-2005.
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Donald Kenkel, PhD is a professor in the departments of Policy Analysis and Management and Economics at
Cornell University, and a research associate for the National Bureau of Economics Research’s Health Economics
Program. His expertise is in areas of health economics and public sector economics, including the economics of
tobacco regulation and the market for e-cigarettes.
Costanza Nicolosi, PhD is an economist and lawyer with expertise in legislative issues on electronic cigarettes and
harm reduction. She has a J.D. from Northwestern University and a PhD from the University of Catania, has worked
as a legal adviser in the United States, Latin America and Europe, and has published on the regulation of tobacco
products and the application of the precautionary principle in cases of scientific uncertainty.
Charles Courtemanche, PhD is an Associate Professor of Economics in the Gatton College of Business and
Economics at the University of Kentucky and Director of the Institute for the Study of Free Enterprise. He is a health
economist and applied microeconomist with particular research interests in the economics of obesity, public
policies to expand insurance coverage, and big box retailers. Dr. Courtemanche is Editor-in-Chief of the Southern
Economic Journal and on the editorial board of Economics and Human Biology. He is also a Research Associate in
the Health Economics Program at the National Bureau of Economic Research and a Research Affiliate with the
Institute for the Study of Labor (IZA).”
Alan Mathios, PhD is an economist and professor at Cornell University, who has also served as an award-winning
economist for the Federal government of the United States and was previously Dean of Cornell’s College of Human
Ecology.
Daniel Malan, PhD is an assistant professor in business ethics at Trinity Business School, Trinity College Dublin. He
holds a PhD in Business Administration from the University of Stellenbosch in South Africa, and is currently co-chair
of the Business Twenty (B20) Task Force on Integrity and Compliance.
David Janazzo is Executive Vice President, Operations and Finance, and Chief Financial Officer at the Foundation for
a Smoke-Free World. In addition to overseeing internal operations and the financial functions at the Foundation, he
directs independent research and data analysis associated with relevant industry issues, and his extensive work
experience includes positions with Fortune 100 companies.
Riccardo Polosa, MD is a Full Professor of Internal Medicine and specialist of Respiratory Diseases and Clinical
Immunology at the University of Catania as well as the Founder and Clinical Director of the Center for Tobacco
Research and Scientific Director of the Center of Excellence for the Acceleration of Harm Reduction (CoEHAR). His
research interests center on cures to smoking-related diseases and alternative tools for smoking cessation.
Emil Sunley is the former Assistant Director of the Fiscal Affairs Department at the International Monetary Fund,
former Deputy Assistant Secretary of the United States Treasury under President Jimmy Carter, and a noted global
expert on tobacco-related and general taxation policy.
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Sijbren Cnossen, PhD is a Professor of Economics at the University of Pretoria, an Academic Partner at the CPB
Netherlands Bureau for Economic Policy Analysis, and a Senior Advisor at the International Tax and Investment
Center. He is a noted global taxation expert from academia who serves as a consultant on taxation issues.
Navin Kumar is doctoral student at Yale University’s Sociology Department. His previous work includes a scoping
review of randomized control trials for tobacco cessation in low to middle income countries, as well as a review of
tobacco control intervention in global health.
Wayne Barford is an advisor for the International Tax and Investment Center (ITIC) and the former Assistant
Commissioner of the Australian Taxation Office. More recently, he has served as a consultant in Asia and the Middle
East assisting developing countries to improve their tax systems.
Liz Allen is an advisor for the International Tax and Investment Center (ITIC), and former Head of Division for H.M.
Revenue and Customs and H.M. Customs and Excise in the United Kingdom. She is the author of The Illicit Trade in
Tobacco Products and How to Tackle It and Guidebook to the Successful Introduction of a Specific Excise Tax on Alcohol
Beverages.
Hafiz Chowdhury is a Principal with the M Group. He has over 30 years’ experience in tax policy and administration
operations worldwide, with an emphasis on International Taxation. A former Director with the International Bureau
of Fiscal Documentation (IBFD), Hafiz has extensive experience in the research and process reviews of international
tax policy and application.

Grantees
Turkey: The Economic Policy Research Foundation of Turkey (TEPAV)
Former Soviet Union republics: Healthy Initiatives
Bangladesh: Child Sight Foundation
Pakistan: Quality Belligerence (SMC-Private) Limited (QBal)
Indonesia: Penabulu Foundation
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Executive Summary
Economics issues play a major role in the fight to eradicate smoking, particularly in an era of major advances in harm
reduction. The Economics of Ending Smoking webinar series was conceived by the Foundation for a Smoke-Free
World as a means to bring together stakeholders from around the world – particularly in LMIC countries where the
need is most critical – to discuss current evidence and key strategies in the fight to eradicate smoking, through
weekly online forums held between May and November of 2020.
These webinar programs featured a wide range of presenters in areas including behavioral economics, tobacco
control, harm reduction, law, taxation and other areas. They included expert presentations from researchers,
academics or subject matter authorities, tobacco situation analyses from Foundation grantees for specific
countries, and discussion meetings focused on current research in areas such as harm reduction, policy research
and excise taxation. The following is a summary of these presentations:

I. Expert presentations
David Sweanor J.D., an expert on tobacco taxation and regulation, discussed a rational approach to tobacco harm
reduction policies. Highlighting our long history of mitigating risk through public health interventions, he examined
how technology and proportionate regulation gives us a tremendous opportunity to change health outcomes from
tobacco use.
Prof. Donald Kenkel of Cornell University presented on two areas of behavioral economics for tobacco. The first
presentation, on the role of consumer information in tobacco harm reduction, looked at how consumer information
plays an important role in individual choices between the benefits and costs of using tobacco products, and how
policy interventions such as taxes and restrictions on flavors or other product attributes also have a potential impact
on harm reduction.
His second presentation, on individual time preference and tobacco product choices, presented the results of
preliminary research at Cornell on how choices in tobacco use are influenced by individual time discounting
preference. This study provided empirical evidence showing that more impatient tobacco users are more addicted,
less likely to quit, and less likely to use harm reduction products, and that policy approaches need to be explored to
discourage smoking combustibles and encourage harm reduction product use.
Costanza Nicolosi PhD, an economist and lawyer, examined the impact of the precautionary principle on harm
reduction policy in the European Union, as part of its Tobacco Products Directive (TPD), which includes a ban on
flavors and limitations on allowable nicotine levels. She argues that current regulations are a political compromise
that do not necessarily represent the best available science and impact harm reduction efforts, and require reevaluation in light of ongoing scientific developments.
Prof. Charles Courtemanche of the University of Kentucky discussed the effect of smoking on obesity and its
implications for harm reduction policies. According to best estimates from current research, quitting smoking leads
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to an average 10 to 11 pound weight gain that persists in the long run, and models suggest that harm reduction
products such as vaping may have a positive impact on obesity for smokers.
Prof. Alan Mathios of Cornell University shared preliminary research involving the impact of relative risk
perceptions of the harm of e-cigarettes, focusing on consumer reactions in the wake of the EVALI lung disease
outbreak cause by illicit vaping products containing THC and Vitamin E. Elevated perceptions of the relative harm of
e-cigarettes to cigarettes due to the EVALI information shock may have led to lower quit rates in the United States,
with indirect costs of these elevated risk perceptions estimated to exceed US $30 billion.
Prof. Daniel Malan of Trinity College Dublin presented an overview of the report Contradictions and Conflicts: State
Ownership of Tobacco Companies, released by the Foundation for a Smoke-Free World in 2020. This report analyzes
the conflict between government ownership of tobacco companies and the public health goals of the WHO
Framework Convention, with analysis and future recommendations.
David Janazzo, EVP Operations and Finance for the Foundation for a Smoke-Free World, presented an overview of
the Tobacco Transformation Index (TTI), a newly-released research platform funded by the Foundation. The TTI
ranks the world’s 15 most influential tobacco companies, representing roughly 85% of global cigarette sales, on their
relative progress in supporting tobacco harm reduction.
Prof. Riccardo Polosi, MD presented the results of his current research on tobacco harm reduction and COPD. His
work demonstrated that long-term e-cigarette use in COPD patients improves lung function as well as clinical
outcomes such as exacerbation rate, exercise tolerance and quality-of-life measures, and that substantial healthcare
savings are possible when switching from combustible smoking products to e-cigarettes.
Emil Sunley, an expert on global taxation policy, discussed excise taxes on tobacco and other products. He
discussed how the interests of tobacco control are best supported by tobacco-specific excise taxes, and that there is
a conflict between revenue and health goals in looking at the taxation of e-cigarettes, particularly with regards to
harm reduction, while sharing other examples of current global excise policies in areas such as alcoholic beverages,
sugary beverages and telecommunications services.
Sijbren Cnossen, PhD discussed a summary of a recent publication on excise taxation and tobacco. His conclusions
included specific excises being preferable for tobacco products, adjusted regularly for inflation, and that substitutes
for excisable products such as tobacco should be subject to excise only if they cause demonstrable external and
internal effects.
Navin Kumar, a PhD candidate at Yale University, shared recent research work examining beliefs about COVID and
vaping based on analysis of social media data. This work showed that digital media can be used to understand how
online behaviors may influence health behaviors, and that the online environment is key to comprehending vaping
and related health outcomes, especially in response to public health events.
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II. Tobacco Situation Analyses from Specific Countries
Foundation grantees presented the results of situation and scoping analyses for their regions, including several LMIC
countries. Key findings were as follows:
Turkey: Despite high levels of taxation and regulation, both cigarette affordability and smoking prevalence remain
high, underscoring the importance of illicit trade and other factors, and the need for more target-oriented policies
balancing public health and economic goals.
Former Soviet Union countries: Despite strong tobacco control regulation in many republics, issues remain with
smoking prevalence and cessation. Use of harm reduction products in the region remains small, and some republics
tax or regulate these products similarly to combustible cigarettes. A lack of data on adult use of harm reduction
products impacts the decisions of influencers and policymakers.
Bangladesh: Current smoking reduction rates would need to more than double to reach the country’s goal of 10%
prevalence by 2040. The impact of tobacco taxation policy has been blunted by factors such as brand-switching and
illicit trade, and current tobacco control efforts remain a long way from the public health goals of a tobacco-free
society.
Indonesia: Smoking continues to increase in Indonesia, and economic and productivity losses due to tobaccoattributable diseases are a major economic burden. Future issues include excise tax policies, harm reduction and the
welfare of tobacco farmers.
Pakistan: Smoking prevalence is decreasing among men but not women, and at a rate that is below WHO target
reduction levels. Despite ratifying the WHO FCTC in 2004, enforcement and implementation of tobacco control laws
in Pakistan remain weak, and cessation is poorly addressed. Work remains for moving forward with harm reduced
products to support smoking cessation.

III. Discussion Sessions
A discussion session on electronic cigarettes & tobacco harm reduction examined recent published literature in this
area. Recent work shows that e-cigarettes are low risk products that represent a 95% risk reduction compared with
smoking combustible tobacco products, and are effective smoking cessation aids that carry no cost to governments
and represent a historical opportunity to eliminate smoking. Further work on youth e-cigarette use shows that it is
mostly experimental and largely confined to smoking youth, and that strong and rapid reduction in youth smoking
rates have been observed over the past several years.
A discussion session on e-cigarette policy evaluation research was based around a recent literature summary
published by Prof. Michael Pesko of Georgia State University. Current studies suggest that e-cigarette use as proxied
by e-cigarette policies reduces smoking of combustible cigarettes. Other findings include minimum legal sales age
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(MLSA) laws for e-cigarettes resulting in increases in teen smoking, e-cigarette taxes increasing combustible cigarette
use, and that evidence suggests that socially optimal e-cigarette policy is low regulation of e-cigarettes.
Finally, a panel discussion brought together several global experts on tobacco excise taxation. Key issues raised
included:
• Taxation of tobacco products should be based on risk
• Di erential tax policies can have an impact on both smoking cessation and the risk of gateway-to-smoking
e ects.
• There is a mismatch between WHO tobacco control protocols and policies towards harm reduction products.
• Many economists feel that earmarking tax funds for health or tobacco control e orts is ill-advised, based on past
experience with outcomes and accountability.
• If our goal is to improve public health and smoking cessation, policymakers should consider subsidizing harm
reduction products, in much the same way that treatments such as NRT are currently subsidized.
• Tax revenues from tobacco are impacted by illicit trade and problems with administration and enforcement,
particularly in LMIC countries.
• Excise duties on cigarettes should be raised to e icient levels, based on country-specific factors such as harm
level, consumption patterns and administration capabilities.

ff
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A Rational Approach to Tobacco Harm Reduction Policies
David T. Sweanor J.D.

Key highlights:
• We have a long history of mitigating risk through public health interventions.
• It has long been clear that smokers seek nicotine, but die from the consequences of inhaling smoke.
Through technology and proportionate regulation, we now have a tremendous opportunity to change
health outcomes from tobacco use.

Introduction
Public health has a long history of significantly reducing risk, across a wide range of products, activities and services.
A look at history reveals just how high death rates were from things like disease and other causes:
• Just 130 years ago, as many as a third of all immigrants to Canada died from infectious diseases.
• In the late 1800s, one of every five industrial workers was injured or killed on the job every year.
• During the railroad boom of the 1800s in the United States, there was a major railroad multiple fatality incident
at least monthly. Depending on how the rails themselves were built, many of them would malfunction and kill
the people that were inside the rail cars.
• Automobiles had high death rates that were substantially reduced decades ago, and then in the past 50 years
there has been a further reduction in places like Canada and the United Kingdom of about 85 percent in the
death rate per mile driven.
• Airplanes become massively safer, and buildings are massively less likely to burn down or fall down.
• Pharmaceuticals have been regulated, so the sort of snake oil products that killed people on a regular basis have
been replaced by science-based products.
• For our food products, we have moved to sanitary manufacturing standards.
Many of these were rapid changes that had a tremendous impact on health. In Canada, something like 90 percent of
the increase in life expectancy in the last 120 years is from basic public health measures – all of which were focused
on the idea where we find risk, we try to reduce it.
So when we look at the eight million deaths that still result from cigarette smoking, what might we be able to do?
This is an extraordinary opportunity, and have known since at least the work of Professor Michael Russell in the 1970s
that while people smoke to get nicotine, they die from inhaling the smoke.
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The problem is with the product. For example, people needed water, but were getting cholera because it was impure
water. People were driving automobiles because they needed to get somewhere, and were dying because there
weren't seatbelts, crumple zones, collapsing steering columns or safety glass.
Why don't we try to do what we've done elsewhere with smoke, such as air pollution? The air in many cities became
far cleaner over the last hundred years, and cooking over open fires without ventilation causes similar diseases as
smoking cigarettes. We've gone a long way in many countries to try to reduce those risks.
Given that smoking is killing approximately eight million people a year and incapacitating many others, because of
the smoke, what might we be able to achieve? For instance, we have reduced the risks from using automobiles by 85
percent in a mere 50 years. With cigarette smoking, we could probably reduce risk by 98 or 99 percent almost
immediately by giving people viable alternatives. This is very similar to what happened when the 1906 Pure Food
Law in the United States suddenly made sanitary food products not only available, but gave them an advantage in
the marketplace, and changed food consumption habits almost overnight. This got rid of many diseases being
caused by unsanitary food, and other countries replicated that very rapidly.
So we know that the problem is the smoke, but people are looking for the nicotine. How can we give them the
nicotine that they need or want in a way that doesn't involve them having to inhale smoke? The key thing is how to
use regulation in order to change the economics, to impact behavior in a way that improves health.
In Canada, at the beginning of the 1980s, 42 percent of 15 to 19 year olds were daily cigarette smokers. The evidence
told us that the single biggest factor for whether young people take up smoking is affordability. In the wake of
achieving tax policies that changed that affordability equation, the rate of that teen smoking went from 42 percent
down to 16 percent within ten years, and since then, much lower. No question, it works. We were using price
elasticity. And we were limited at the time because we didn't have a lot of good alternatives to cigarettes, so using
cross-elasticity was harder. We were also limited by the abstinence-only view of some of my colleagues, who just
wanted to attack all tobacco products.
But now, because of the change in technology, the markets responded, and we have the ability to have a whole
range of alternatives that are massively less hazardous. We have the tools to give an economic marketplace
advantage to these products. We have the tools in the form of risk-proportionate regulation to give a furtheradvantage to less hazardous products. If we do this, it's conceptually quite simple.
The breakthrough that we can have in terms of public health is absolutely enormous. And the challenges we have are
institutional. They are philosophical, they are moralistic, but the economics is really clear. I think the consumer
receptivity for these products, as we've seen in many countries, is extraordinary and not surprising. People can and
do act on information when they get it. We have the tools to cause a public health revolution, and to do it very
quickly. And that's what makes this such a fascinating area to work in.
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Questions and answers
Q: What are your thoughts about the need to have di erential taxes for
di erential risks?
A: As a lawyer and an advocate, my position would be that you want the biggest price differential possible,
because of price elasticities being what they are. That's what causes more people to move to the lower risk
product. For example, if you want to move people quickly from leaded to unleaded gasoline, you would do
that by making sure there's a really big difference at the gas pump.

If you really want to give that sort of an incentive, I would argue that there should be no tax on the low risk products.
And even if a government is planning to do it anyway, I would still argue vigorously that there shouldn't be a tax,
because that gets you media attention and public notice, and educates the public about why there should be no tax
on the alternative products, which helps deal with misinformation about relative risk. So I see no downside to
making that sort of argument.

15
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The Role of Consumer Information in Tobacco Harm Reduction
Donald Kenkel, PhD
Key highlights:
• Consumer information plays an important role in individual choices between the benefits and costs of
using tobacco products.
• Studies have shown that many consumers have inaccurate perceptions of the risk of e-cigarettes,
particularly in the wake of the EVALI outbreak caused by their use with illegal THC products, which in turn
impact tobacco harm reduction e orts.
• Policy interventions such as taxes and restrictions on flavors or other product attributes also have a
potential impact on harm reduction.

Introduction
The role of consumer information in tobacco harm reduction starts with a very simple idea: that the economics of
tobacco product use involve consumers choosing to use tobacco products by comparing the benefits to the cost.
They take these benefits – which may involve pleasure from smoking, pressure, addiction or other influences – and
then compare that to the full price they pay.
This full price equals both the monetary price, which could be influenced by factors such as taxes, and the health
price. This health price, unlike the monetary price, depends on your own perceptions of what's going on, and so it
depends on what you know about the health consequences of tobacco product use.
Others have noted that improved consumer information drove reductions in smoking rates in many high income
countries, from the 50 percent range into the teens, and this has been called the greatest public health success of the
late 20th century. However, many parts of the world still see a large amount of tobacco use.
Tobacco harm reduction products have tremendous potential to improve this situation, and consumer information
plays an important role in this. But many consumers are badly informed about the relative risk of harm reduction
products, and consumer information seems to be moving in the wrong direction: many consumers see harm
reduction products as actually more harmful than smoking combustible cigarettes.
A series of surveys conducted by the Health Information National Trends Survey (HINTS) from the National Cancer
Institute, among other sources, have shown that many people will say that e-cigarettes are as harmful or even more
harmful than combustible cigarettes. As one example, researchers at Cornell University looked at the outbreak of
what the CDC labeled EVALI (E-cigarettes or Vaping Associated Lung Injuries) in September 2019. This event moved
risk perceptions in the wrong directions, even though the EVALI outbreak was traced not to regular nicotine ecigarettes, but specifically to illegal vaping products that contained THC.

ff
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Figure 1 shows hospital admissions from the EVALI outbreak, which went to almost 250 hospital admissions per day
in mid-September 2019. Of course, that pales in significance to the number of deaths in the US from smoking-related
illnesses, much less global deaths from smoking-related illnesses. But because this was a new problem, it received a
great deal of attention.
Figure 1. Hospital admissions for patients with EVALI.

(Source: Centers for Disease Control, https://www.cdc.gov/tobacco/basic_information/e-cigarettes/severe-lung-disease.html#map-cases)

Figure 2 shows that the fraction of people who felt e-cigarettes were more harmful than cigarettes steadily increased
through the spring of 2019, based on HINTS data, and then the cluster of data points far above the line were from the
Cornell surveys from September 2019 through Spring 2020. These show that as a result of the EVALI crisis, almost 30
percent of respondents felt vaping was more harmful than cigarettes.
Here again, the great irony of tobacco harm reduction products is a lot of people don't see them as harm reducing,
but actually harm increasing. They are also very confused about the relative risk of different types of vaping products,
and they do not seem to realize that EVALI was traced back to these illegal products. Instead, they think that the THC
products are about as risky as regular e-cigarettes.
Figure 2. Respondents who think e-cigarettes are more harmful
compared to smoking cigarettes.

(Source: HINTS survey, National Cancer Institute, 2012-2019 and Cornell University/NBER surveys, 2019-2020)
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Figure 3 shows relative perceptions of harm between e-cigarettes that contain nicotine and are tobacco or menthol
flavored, nicotine e-cigarettes with other flavors like fruit and candy, and e-cigarettes with THC, based on a spring
2020 online survey conducted by Cornell. About as many respondents thought that flavored e-cigarettes and THC ecigarettes are more or much more harmful, despite the fact that THC products were definitively linked to the EVALI
crisis and there is no evidence linking flavored e-cigarettes to the EVALI crisis.
Figure 3. Perceived harm of e-cigarettes with THC compared with e-cigarettes with
tobacco/ menthol avor or nicotine.

(Source: Cornell University online survey, February 2020)

Policy Implications
There is much to be done to overcome misperceptions of e-cigarette risks, before more consumers will switch to
them to reduce harms from smoking. EVALI, for example, was the result of perceptions caused by illegal THC
products, which in turn introduced substances that caused lung injuries among very otherwise healthy people and
created a public health crisis. While this crisis pales in significance with other public health crises, such as COVID,
public misperceptions of the crisis have interfered with tobacco harm reduction.
More research needs to be done to better understand the role of risk perceptions about e-cigarettes and other harm
reduction products, and what can be done to improve those perceptions. This research should extend to how much
this increases the demand for e-cigarettes, especially among people switching from combustible cigarettes to ecigarettes or other tobacco harm reduction products.
Another important factor is the impact of tobacco regulation on harm reduction. Newer trends in economics and
policy over the past 20 years include the role of behavioral economics, and the idea that instead of just policies like
taxes, there may be policies that can act like “nudges” that influence consumers to do things that are in their own
best interests, as part of broader tobacco control efforts.

fl
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New regulations not only focus on taxes, but also on product attributes such as flavors or nicotine content. These
product attribute regulations have sometimes been described as nudges – however, this may not be an accurate
characterization, in the sense that they impose real costs that take away something valuable to consumers.
For example, if menthol cigarettes become unavailable and consumers switch to regular cigarettes, they simply get
less pleasure and no reduction in harm. But unlike taxes, flavor bans do not generate any offsetting revenues. As a
result, flavor bans and other product attribute regulations are often dominated in a policy sense by taxes. Flavor bans
are often viewed as involving a tradeoff between discouraging teen use of harm reduction products versus
encouraging adults to quit or cut down on combustible cigarette use, and this tradeoff deserves further attention.
Research from the PATH study sponsored by the FDA Center for Tobacco Products suggests that many adults who are
using e-cigarettes to quit smoking like flavored cigarettes as well. This underscores that flavored e-cigarettes are not
just a preference for teenagers – they also play a role in helping smokers quit, perhaps more successfully than
unflavored e-cigarettes.
In closing, we should emphasize that individual consumer decisions comparing the benefits and the costs of
smoking – including health costs – are influenced by the role of consumer perceptions, and consumer information
about harm reduction products can play an important role in these decisions.

Questions and answers
Q: Should we have a high tax on e-cigarettes to discourage teens from starting?
A: We can certainly try to discourage kids from starting e-cigarettes. There are reasons for that, but I feel we
shouldn't use taxes as a mechanism for this. The biggest health problem we face right now are from
combustible cigarettes and we need to think about that as well. This has been an interesting debate so far.
Q: In our country, we have a great deal of proposed legislation to equalize
harm reduction products with conventional cigarettes in terms of taxation,
packaging, labeling, advertising and other areas. The government is very
much misled and so is the public. Do you have a vision of how we can deal with
this misconception, now or in the future?
A: I think it's actually quite remarkable that policies towards harm reduction products run the entire gamut,
from countries that have almost entirely banned them, to places that are regulating and taxing them more to
some extent, to places like the UK that are fairly actively promoting them as a method to reduce harm by
helping smokers quit. If there is a best practice, I would say it's the British National Health Service. They have
published important research, and then they've put their policies where their research has guided them, to
say that these harm reduction products are, in fact, harm reduction products.
I would continue to advocate for a rational public policy that should be guided by the evidence, and the
evidence is based on harm reduction, and harm reduction is a well-established principle that is not
controversial in other areas of public health.
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Individual Time Preference and Tobacco Product Choices
Donald Kenkel, PhD.
Note: This presentation discusses preliminary research that has not been subjected to peer review.

Key highlights:
• Choices in tobacco use are influenced by individual time discounting preference.
• Empirical evidence shows that more impatient tobacco users are more addicted, less likely to quit, and less
likely to use harm reduction products.
• Policy approaches need to be explored to discourage smoking combustibles and encourage harm
reduction product use.

Introduction
This presentation is about individual time preference and tobacco product choices, as well as looking at tobacco
harm reduction and hyperbolic discounting.
Smoking combustible tobacco remains a serious problem in the United States. There are still 34.2 million people
smoking in the US, about 14% of the population, and almost half a million people die each year from smoking
related illnesses in the US. Standard economic models predict that people smoke because they are trying to balance
current benefits from smoking with future health consequences.
The project described in this presentation empirically evaluated some testable predictions about time discounting
and smoking choices in particular. This is a case where behavioral economists build insights from psychological
research into economic models. This leads to this problem of time inconsistency where, because people are making
choices over time, they sometimes make choices today that they regret in the future, and this has become known as
an internality.
Economists have often talked about externalities, where costs are imposed on other people by actions that are
uncompensated. Internalities impose costs on our future self in the same kind of way, because people place too
much weight on current benefits relative to future health consequences. Therefore, thinking about smoking in terms
of time inconsistency has important implications for tobacco policy.
One insight from behavioral economics is the idea of using policy “nudges.” These are inexpensive and easily
avoided policies based on framing the choice environment, to make it easier to make a choice that's in your own self
best interest, while still being easy to avoid if one is making a rational decision to avoid it. Opting in or opting out of a
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retirement plan is a classic example of this, where the framework is set up to make it an easy choice to opt in, but it is
not that hard to opt out if people don't want to make that choice.
The opposite of a nudge is a “shove,” which imposes real costs on smokers and should be avoided. One such
example of a “shove” is banning menthol from cigarettes, as occurred in 2020 in the European Union. According to
one survey (FSFW 2020), while some respondents planned to quit smoking, as intended, many others planned to
continue to smoke non-menthol cigarettes – they will still face serious health consequences, but from cigarettes
they don't like as much. In fact, a cost benefit analysis would show that just a tax on menthol would accomplish
anything you can do with a ban, but with a lower social cost.

Exponential and quasi-hyperbolic discounting
A seminal study of hyperbolic discounting and smoking (Gruber and Köszegi, 2001) was unable to empirically
distinguish its model from rational addiction model. Other empirical studies have explored the relationship between
time preference and smoking status, including Khwaja et al (2007), Ida (2014), and Barlow et al (2017), mainly
focusing on combustible tobacco products. This empirical project explores this relationship in the context of harm
reduction products, e.g. what is the relationship between time discounting and use of HRPs, and also explores the
behavioral characteristics of current HRP users in relation to discounting concepts.
It is important to see the distinction between exponential discounting and the neoclassical models of economics
versus hyperbolic discounting. This involves a present bias expressed as an extra discount factor β < 1 that makes any
future period different from the present, while δ is a discount factor that is always a discount factor between two
different periods of time, and how much further in time it will compound at the rate of δ^t.
An important difference there is that while people with a δ discount rate may be impatient and want to prefer current
consumption to future consumption, people with β/δ discounting, which is known as quasi-hyperbolic discounting,
can end up with time inconsistent choices. For example, people may have a present bias and decide they will quit
smoking at age 30, but then don't want to quit smoking when they turn 30 either, because age 30 is their new
present. They then put it off until they are 40, and so forth. .
Whichever type of discounting people have, people with high rates of either δ or β/δ discount rates are likely to
heavily discount the future consequences to smoking tobacco. Therefore, they are more likely to smoke more, are
less likely to try to quit, and probably also less likely to use harm reduction products.
The study discussed here used data from the Global State of Smoking Poll commissioned by the Foundation for a
Smoke Free World, which asked two questions about time discounting:
• If you were offered $100 now, would you accept it or could you wait a month and then get $120?
• If you were offered $100 now, would you accept it or could you wait six months and then get $150?
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The responses placed people into one of four categories. If they answered yes to both, they were the most impatient.
If they answered no to both, they were the least impatient. Other categories were those who were patient only for
one month, or patient only for six months.
Table 1 summarizes the percentage of respondents in these time preference categories, and their exponential and
quasi-hyperbolic implied discount factors. 53.67% of respondents were in the most impatient category, while
roughly a quarter of the respondents were least impatient.
Table 1. Exponential and quasi-hyperbolic discount factors for time preference
categories, for Global State of Smoking survey respondents.
Fraction of Global State of
Smoking respondents

Exponential implied
discount factor

Quasi-hyperbolic implied
discount factor

Most impatient

53.67

δ < 0.83

< 0.67

Only patient for 1 month

16.86

0.83 < δ < 0.93

Inconsistent with model

Only patient for 6 months

4.38

Inconsistent with model

0.67 < β < 0.83

Least impatient

25.09

δ > 0.93

β > 0.83
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Empirical analysis
This study used the Global State of Smoking Survey that was conducted in July 2019 for the United States. This is a
sample of about 2300 respondents who are current or past users of tobacco products, with 88% of the sample
currently consuming a tobacco product and 12% having quit within the past five years. This survey asked questions
about what products respondents were consuming or currently consuming, in terms of combustible tobacco,
smokeless tobacco, or harm reduction products, the latter of which includes e-cigarettes, vaping devices, heat-notburn products and other nicotine products.
It also contained questions on risk perceptions, such as how harmful e-cigarettes are compared to other products, or
how harmful combustible tobacco products are compared to other products. It also surveyed how aware
respondents were about these various kinds of products, about quitting behavior, methods used if they attempted to
quit, and about nicotine addiction.
Figure 1 shows the product choices of current and past tobacco users. Among current users, about 44% use only a
combustible tobacco product, and the next highest category is dual users of combustible tobacco and harm
reduction products. This pattern carries forward to past tobacco users, where around 44% still consumes a
combustible tobacco product before they quit, and the next highest category is again dual use for combustible
tobacco and a harm reduction product.
Figure 1. Product choices of current and past tobacco users, from Global State of
Smoking survey respondents.

This sample was divided into four categories based on how they answered the two time preference questions
discussed previously, which were then used to create an estimating equation based on a basic linear probability
model, as shown:
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Yi = α1Most Im pi + α2 Pat ient for 1 m onthi + α3 Pat ient for 6 m onth si + α4 L ea st Im pi + γΧi + ϵi
where
– outcome variable of interest including tobacco product choice and other behavioral outcomes
– individual level controls including age category, education, income, and gender
– random error term
The outcome variables were binary variables for Qutter, Combustible Tobacco Smoker, Harm Reduction Product
User and Dual User, as well as addiction variables (difficulty from not using tobacco in public place, difficulty from
not using tobacco when ill, smoking within 30 minutes of waking) and behavioral variables (daily use, number of
products used per day, whether attempted to quit, average amount spent weekly on CT, age at first use, whether quit
attempt by going cold turkey).
Roughly 12% of the sample quit tobacco, 44% of the sample used only a combustible tobacco product and around
12-13% used harm reduction products. The sample had high levels of addiction variables, with roughly 50% of the
sample finding it difficult to refrain from nicotine products in public, when ill, or within 30 minutes of waking up.
Roughly 80% of the sample used a combustible tobacco product daily compared to 62% who used a harm reduction
product daily. The average amount spent weekly was higher for combustible tobacco versus harm reduction
products, and the age at which they posted using combustible tobacco was lower than the age at which they first
start using a harm reduction product.
Control variables used in the analysis included income, education and age. Median income was between $50-75,000,
in line with the median category by CPS. For education, more than 50% of the sample had some college and more
than 95% were high school graduates. The mean age was 41, and most of the sample was above the age of thirty.

Study findings
The study found that the most impatient users were less likely to quit any tobacco products, with a magnitude of
roughly 0.5 percentage points. Relative to the 12 percent of the sample who are quitters, this is quite high. And this
observation carries forward when we look at sub-samples of combustible tobacco users and harm reduction
product users. Actual numbers for impatient users were as follows:
• Less likely to quit tobacco (-0.0484)
• Less likely to quit CT (-0.0481)
• Less likely to quit HRP (-0.0368)
Among current tobacco users, most impatient users were more likely to consume only combustible tobacco
products, and less likely to be users of harm reduction products or dual users of both. So these coefficients are not
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statistically significant, but the direction may be important to note. Among current tobacco users, most impatient
users are:
• More likely to consume only CT (0.0272, p>0.1)
• Less likely to use HRPs only (-0.0285, p>0.1)
• Less likely to be dual users of CT and HRPs (-0.0201, p>0.1)
The addiction variables revealed that most impatient users do find it difficult to refrain from consuming nicotine
products in public spaces or when they are ill, and are more likely to smoke within 30 minutes away from things. In
conclusion, individuals who belong to this most impatient category of users are less likely to quit consuming tobacco
products, and are likely to show signs of addiction.
Regarding the behavioral variables, the most impatient users are likely to consume more combustible tobacco
products, although effects were mainly not found on their frequency of consumption, i.e. whether they use the
product daily or not. No impact was found from time difference variables on whether they attempted to quit in the
past, on the average weekly amount spent, or the age at which people start using these products.
Conditional on attempting to quit, the study also found that they are less likely to attempt to quit by cold turkey. The
method of cold turkey in this sample is important for two reasons. One is that that it is the most preferred method of
quitting, involving roughly 70% of the sample. The other is that it also requires a little bit of self-control in the present
time to go ahead with that method.
For harm reduction products, this study found that the same results that for combustible tobacco products carry
forward to harm reduction product use, in the sense that the average harm reduction product use is higher for the
most impatient category and they are less likely to quit by going cold turkey with tobacco consumption altogether.
Looking at demographic variables, this study found that that males are more likely to use only combustible tobacco
products, and are more likely to have attempted to quit combustible tobacco products. It also found that being a
current combustible tobacco user increases with age, and being a harm reduction product user decreases with age.
Another finding was that with more education, individuals are more likely to use harm reduction products and less
likely to use combustible tobacco, which may indicate that information might be playing a role in product choice.

Policy implications
This study found empirical evidence that more impatient tobacco users are more addicted, less likely to quit, and
there is some evidence that they are less likely to use HRPs. Combined with other research showing that many
consumers believe that e-cigarettes are actually more harmful than combustible cigarettes, this suggests that many
people are having what some experts call individual optimization errors. Similar to market failures, these are
individual failures where people aren't making choices that are in their own best self-interest.
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In this context, it points to the need to explore policy approaches to discourage smoking and encourage the use of
harm reduction products. Health Information campaigns are certainly a great policy, but they may not go far enough.
Getting people to think about healthier tobacco choices and pay attention to what's going on now rather than
discounting the future remains challenging. Finally, cost-benefit analyses of policies should incorporate the role of
individual optimization failures in tobacco use (Jin et al. 2015, Kenkel et al. 2020).
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Re-arguing the Precautionary Principle and Harm Reduction in the
European Union: If Not Now, When?
Costanza Nicolosi, PhD

Key highlights:
• The precautionary principle is the legal foundation of the regulation of e-cigarettes in the European Union’s
Tobacco Product Directive (TPD), which includes a ban on flavors and limitations on allowable nicotine
levels.
• Current regulations serve as a political compromise between opponents and proponents of new
technology for tobacco products, not necessarily representing the best available science, and impacting
harm reduction efforts.
• Precautionary measures should comply with principles such as proportionality, non-discrimination,
coherence, assessment of the costs of actions and inactions, and re-evaluation in light of ongoing scientific
developments.

Introduction
This presentation examines how the precautionary principle has been applied to the regulation of e-cigarettes in the
European Union, especially within the framework of the Tobacco Product Directive (TPD), and also argues for the
importance of embracing a harm-reduction approach at the EU level. There are several reasons for this, including a
COVID-19 pandemic that has shifted public opinion and perceptions of risk.

The TPD, the Precautionary Principle, and Harm Reduction
The European Union passed the Tobacco Product Directive (TPD) in 2014. While early attempts to regulate the
tobacco industry at the EU level date as far back as the 1990s, the TPD represented the first action to regulate the ecigarette market at the EU level. In the TPD, e-cigarettes are regulated by Article 20, which actually came into the
legislative process at the very end of the drafting of the directive.
Until the end of the drafting process, it was unsure whether e-cigarettes would fall within the umbrella of the TPD or
not. The TPD has been hotly debated and even contested, especially regarding the regulation of e-cigarettes.
Moreover, two cases before the European Court of Justice alleged the incompliance of Article 20 (i.e. the regulation of
e-cigarettes) with the proportionality principle, a fundamental principle of EU law.
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Before the TPD, regulation of e-cigarettes among Member States ranged from one end of the spectrum of regulation
to another. The majority of Member States considered e-cigarettes as medical products, while others did not regulate
e-cigarettes at all. In the middle of these two extremes other countries either banned the consumption and use of ecigarettes entirely or applied specific restrictions, often borrowed from a very restrictive approach to traditional
tobacco products.
The TPD’s initial approach to the regulation of e-cigarettes – which was not even in the final Article 20, but rather in
the original Article 18 – was to apply a pharmaceutical model of regulation. This was a model of regulation that
reflected the dominant regulatory scheme among the Member States, and basically classified e-cigarettes above a
certain nicotine level (4 milligrams) as medical products.
In this first approach, the Commission acknowledged that e-cigarettes feature distinctive peculiarities vis à vis other
NRT and NFT products. However, this model of regulation was not adopted, probably because the financial costs
and technical difficulties deriving from its application and enforcement would drive most players from the market.
So even in the very first phase of debate of the TPD, the harm reduction aspects of e-cigarettes remained
unappreciated. The TPD finally took another approach to the regulation of e-cigarettes as seen with Article 20, and
basically adopted a sui generis regime involving specific obligations that have since evolved over time, including
(among others) a ban on flavors and a decrease of the maximum nicotine level allowed in liquids.
Possible reasons behind the shift may have included lobbying campaigns by industry and consumers. Public opinion
may have also been a factor, as many experts and health specialists were arguing that e-cigarettes were to be
considered harm-reduction tools. Also, the support of the ALDE group within the European Union Parliament was
probably one of the driving forces behind the shift in in the regulatory model adopted.
From a legal point of view, it’s important to stress that Article 20 is a political compromise, as it always is, but the
precautionary principle, on which it’s formally based, has been improperly applied in order to pursue an economic
purpose. Indeed, Article 20 as it stands does not take into account the best available science, and has functioned to
foster harmonization of the European Union internal market, rather than to take into account (and properly balance)
the pros and cons of electronic cigarette use.
The precautionary principle in EU law
Article 20 of the TPD revolves around the so-called precautionary principle of EU law, when a regulatory
decision has to be made in cases of scientific uncertainty. Its proper application involves three steps:
• First is the risk assessment phase, which should be left to the experts in the scientific community.
• Next, there is a risk management phase, where considerations behind scientific proof and scientific
evidence are taken into account to come up with a balance that pursues the best outcome for society.
• The final phase is the communication of the risk(s) involved. Any measure based on the precautionary
principle should also comply with general principles such as proportionality, non-discrimination,
coherence, assessment of costs of action and inactions, and re-evaluation in light of scientific evidence.
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Interestingly, Article 20 does not involve any of the three phases that it was supposed to comply with. It totally
missed the communication-of-the-risk phase (as the risks stemming from consumption of electronic cigarettes are
largely misstated), as well as the risk-assessment phase, which has been discounted a great deal.
The whole process of applying the precautionary principle basically revolves around the second phase, the political
momentum. And indeed, the precautionary principle does have a very strong political nature as acknowledged in
several communications by the Commission, as well as the case law of the European Court of Justice. But
notwithstanding the very strong political nature of the precautionary principle, we cannot but conclude that the way
it has been applied was not the proper one.
Indeed, the margin of discretion of political leaders was extended too much, and the purpose that it ended up
serving was to foster the harmonization of the internal market – which was very fragmented – over giving due
concern to the protection of public health. There was absolutely no consideration of harm-reduction arguments.
Instead, the process largely neglected any potential benefits associated with electronic cigarettes. Article 20 also
neglects the overwhelming scientific evidence showing that the very premise of the TPD was wrong.
The TPD aims at giving execution to the Framework Convention for Tobacco Control (FCTC), and thereby Article 20
should be instrumental to compliance with the FCTC. This is wrong from a legal point of view, because the FCTC does
not apply to e-cigarettes. A decision of the FCTC Conference of Parties (COP) exists relating to cigarettes but is not
binding. So the very premise, both scientific and legal, of TPD is very flawed.

Looking ahead
Today the world is a very different place versus 2014, when TPD was passed and went into effect. It is now time to reignite the debate around the regulation of e-cigarettes in Europe, and the proper application of the precautionary
principle, for (at least) three main reasons:
• In 2021 the EU is scheduled to re-evaluate the TPD and the available scientific evidence, to verify whether the
TPD as it stands is still the best regulation. It will be important to participate in this debate.
• Following Brexit, one of the strongest proponents of harm-reduction policies is leaving the European Union.
Future regulations going forward without the powerful voice of the United Kingdom might be skewed towards
discounting harm-reduction arguments in the regulation of e-cigarettes.
• Finally, the COVID-19 pandemic is a new opportunity or a new threat depending on the way that you see it. Why?
Because it has shi ed the risk perception of the public, as well as that of decision makers. So in times of
uncertainty, such as these, whatever influences the risk perception by the public does matter.
Societies pose risks that people take on unwillingly – for example, cars, motorcycles, and more subtle examples
such as pollution, climate change, GMO, and others. But COVID-19 has brought to light that societies face risks they
did not even know existed (e.g., being unmasked). This has given the public higher awareness of the inevitable risks
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of modern societies, and might make them more receptive to harm-reduction principles – and lead decision makers
to re-think how to correctly apply the precautionary principle.
What does this all mean for the TPD? TPD has highly discounted scientific evidence. In the aftermath of COVID, we
hope the importance of scientific evidence will grow in assessing regulations for e-cigarettes. It would also be legally
desirable to bring back proportionality, whose proper application has been totally discarded from both political and
legal analyses. Some cases before the European Court of Justice alleged illegal assessment of proportionality in the
TPD, but the Court essentially allowed a wide scope of discretionary powers to EU institutions and policymakers,
easing many requirements of the proportionality principle, and it is fair to wonder whether there still is a
proportionality principle to be taken into account.
It would also be desirable that the risk management phase (the political phase of paramount importance for both
proportionality and the precautionary principle) take into account the legitimate interests of the parties involved: not
only the industries, but also consumers who want to quit traditional smoking using e-cigarettes.
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The Effect of Smoking on Obesity, and its Implications for Harm
Reduction Policies
Charles Courtemanche, PhD

Key highlights:
• The relationship between smoking, smoking cessation and obesity has been studied extensively in recent
years.
• Current best estimates suggest that quitting smoking leads to an average 10 to 11 pound weight gain that
persists in the long run.
• Models suggest harm reduction products such as vaping may have a positive impact on obesity for
smokers, and the policy implications of this warrant further study.

Introduction
During the past six decades, the US adult smoking rate fell from 42 percent to 14 percent (Creamer et al., 2019). At the
same time, the US adult obesity rate rose from 13 percent in the early 1960s to 42 percent in 2017-2018 (Flegal et al.,
1998; Hales et al., 2020). Is this a consequence of less smoking, or a coincidence?
Biologically, there could be a causal link between these two factors. Nicotine is an appetite suppressant and
metabolic stimulant (Pinkowish, 1999), so one might expect quitting smoking to cause some weight gain. Conversely,
smoking also reduces lung capacity, which in turn could influence the ability to exercise (Hedenstrom et al., 1986).
There is a clear short-run weight gain after quitting smoking of about 10 pounds, confirmed by a meta-analysis of 62
studies (Aubin et al., 2012C). Evidence has been mixed as to whether this gain lasts: some studies have said this
largely goes away: (Chen et al., 1993; Mizoue et al., 1998), while others say it persists for 5-10 years (Flegal et al., 1995;
Travier et al., 2012; Williamson et al., 1991).
Moving from biology to economics, there are behavioral changes that could impact long-run effects in any number of
different directions, and could potentially dwarf whatever biological effect in the short run might be happening. For
example, it is possible that successfully quitting smoking may improve self-confidence and leader to healthier
lifestyle choices in the longer run, despite short-term weight gain. Conversely, some people model willpower as a
depletable stock, where staying off cigarettes may deplete one’s stock of willpower for other choices such as eating
and exercise. This presentation will look at how the literature in this area has evolved over time, and the implications
for harm reduction.
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Health economics literature on smoking and obesity
Economists have attempted to push further toward causality by examining the effects of plausibly exogenous
smoking-related variables – rather than smoking itself – on weight. One early example of this was a paper by Chao et
al (2004) that pooled cross-sectional data from Behavioral Risk Factor Surveillance System (BRFSS) and created a
model with state fixed effects, quadratic (or no) time trend, and covariates related to opportunity costs of eating and
exercise such as food prices, restaurant density and more. This study concluded that higher state cigarette prices
were associated with large increase in body mass index (BMI).
This paper became part of a debate on this issue when a subsequent paper from Gruber and Frakes (2006) looked at
cigarette taxes instead of price – given that prices are a function of demand, and cigarette taxes are more plausibly
exogenous – and detailed fixed effects for time. This study showed that higher state cigarette taxes associated with
large decrease in BMI – a so-called “wrong signed” effect – leading to some back-and-forth between researchers.
A series of papers by Courtemanche (Courtemanche, 2009; Wehby and Courtemanche, 2012; Courtemanche et al,
2016; Courtemanche et al, 2018) explored these issues by examining how the short run and long run effects of
cigarette prices or taxes on BMI could be much different, beyond just relating contemporaneous current values of
taxes or prices to current values of BMI.
The first of these papers examined the hypothesis that in an economic model of addiction, long run affects could be
bigger than short run effects, because it takes time for higher prices to ultimately lead to their steady state influence
on smoking, and weight itself was a capital stock requiring time to reach a new steady state following a behavioral
change. Using data from the National Longitudinal Survey of Youth, with results that were robust to BRFSS-2, he
found that after allowing effects to occur gradually over 6 (or more) years, methodological differences no longer
mattered, but “wrong-signed” effects won.
The second of these papers, using BRFSS data, extended this model to allow for heterogeneity by race, education,
age, sex, and location in BMI distribution. The results showed that there was never a “right-signed” effect for any
group. The third paper, again using BRFSS, was a “kitchen-sink” model of BMI as function of 27 variables related to
opportunity costs of eating, exercise, and smoking. Collectively, these variables explained nearly half of the rise in
obesity, and adding all the other variables makes the effects of cigarette taxes “right-signed.” Results of this study are
summarized in Figure 1.
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Table 1. Relationship between speci c smoking variables and obesity.
Contemporaneous Variables

Seven-Year Averages of
Variables

Cigarette Price

4.4%

21.4%*

Smoking ban: private worksite

0.9%

1.7%

Smoking ban: government buildings

-0.5%

-3.1%

Smoking ban: restaurants

-1.3%

-1.1%

Smoking ban: other

0.8%

-0.3%

% of Rise in Obesity Explained by Changes in:

Statistically significant at 10% level
(Source: Courtemanche et al 2016)

Finally, the fourth paper (Courtemanche et al, 2018) estimated effect of quitting smoking on weight using microdata
from the Lung Health Study (LHS), which randomly assigned smokers to a smoking cessation program and tracked
their health for five years. This study was designed to address both endogeneity and short vs. long run effects, and
also validate self-reports of smoking status through carbon monoxide samples.
It involved a sample of 5887 smokers with initial ages between 35 and 59 who had mild lung function impairment but
not major illness. Participants were randomly assigned into three groups: a control group of usual care, special
intervention with an inhaled bronchodilator (SI-A), or special intervention with a placebo inhaler (SI-P). For both
treatment groups, special intervention consisted of an intensive “quit week,” frequent contact with support
personnel, and nicotine gum prescriptions.
The results, in a sense, circled back to the conclusions of earlier papers in this area. Nowadays our best estimates
now suggest that on average, quitting smoking leads to about 10 to 11 pound weight gain in the short run – and then
in the long run, it persists completely, if not getting a little bigger. Figure 2 shows the estimated long-run effects of
average daily cigarette consumption on BMI.
Figure 2. Estimated long-run e ects of simple average cigarettes per day on BMI.

(Source: Courtemanche et al, 2018)
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answer is NO.
Look at an average middle-aged male with a calculated life expectancy of 82.5 years. If this person starts smoking
with no weight loss, their life expectancy reduces to 75.6 years. But if they start smoking and lose 13 pounds, life
expectancy is still 75.6 years, because the mortality effects of weight gain are concentrated in the right tail. Even if this
person weighed 300 pounds, the answer is still NO, with a non-smoking life expectancy of 76 years, a life expectancy
of 68.7 years if they start smoking with no weight loss, and a life expectancy of 72.6 years if they start smoking and
lose 13 pounds.
However, if there was an alternate nicotine delivery system with all of the weight reduction benefits of smoking, but
few or none of the harms, this would unambiguously be the best option for the right tail of weight distribution. Here
is a more general mathematical model:
Change in life expectancy L from quitting nicotine completely is

/

+

/

/

, where:

Q=amount of reduction in smoking
W=weight
/

>0;

/

≤0;

/

>0

Assuming that vaping has the same weight effects as smoking (which might, in fact, be larger due to less loss of lung
function):
Let = harms from vaping as proportion of harms from smoking. The change in life expectancy L from switching from
smoking to vaping is (1− )

/

.

So switching to vaping is better if

∂L
∂L
∂L ∂W
(1 − α)
>
+
→α<
∂Q
∂Q
∂W ∂Q

∂L ∂W
∂W ∂Q
∂L
∂Q

In this case, as the relative importance of weight gain rises, the “acceptable harm” from vaping also rises. So for the
hypothetical 300 pound smoker discussed above,
/

=7.4

/

)(

(

/

)=1.6

< 0.216.
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Based on current evidence, quitting smoking probably does cause weight gain. So is smoking good for you? The

𝜕

𝛼

Implications for tobacco harm reduction

In this case, switching to vaping is better than quitting nicotine completely if vaping is less than 21.6% as harmful as
smoking. While these are not one-size-fits-all recommendations, inequality can only be true in right tail of weight
distribution, and weight gain from quitting smoking varies widely, especially in right tail.
Note that this is above and beyond the usual “harm reduction” strategy, in which we’d prefer people quit but will take
the lesser of two evils. More research is needed from here on the effects of anti-vaping policies on weight, to better
inform this model. However, this example still illustrates a potential unintended consequence of stringent antivaping policies relative to health.

Questions and answers
Q: Is there a “tipping point” relative to mortality for the e ect calculated in
your model of the harms of vaping versus smoking?
A: Because the mortality risk from weight gain varies so much across the weight distribution, it has to be kind
of custom for each individual. For example, if the person in my example was at a lower weight, their life
expectancy calculation wouldn’t really change with a five pound or even a 20 pound weight shift, so we’re
really talking about the severe obese range. So the vast majority of people, harm reduction would appear to
be the lesser of two evils.
Q: Has anybody looked at the bene ts of nicotine replacement therapy use, in
terms of how that might reduce some of the weight gain that people would
otherwise experience when they quit smoking??
A: One point to make that was interesting was that the lung health study we discussed actually included some
nicotine replacement therapies at the beginning, in the treatment arms. It wasn't for the whole one year to five
year period, however – it was for a couple of months. Clearly that didn't stave off weight gain further down the
road, but that's absolutely a fair point that deserves further study.
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The Impact of Relative Risk Perceptions of the Harm of E-Cigarettes
Alan Mathios, PhD. Note: This presentation discusses preliminary research that has not been subjected to peer
review.

Key highlights:
• Prior research shows that perceptions of the harm of e-cigarettes relative to the harm of cigarettes increased
substantially as a result of the 2019 EVALI information shock, despite these illnesses ultimately being shown
to be likely caused by THC-based products with vitamin E additives.
• Subsequent work has shown that perceptions of the relative harm of e-cigarettes have a negative impact on
smoking cessation, and elevated risk perceptions due to the EVALI information shock may have led to lower
quit rates in the United States.
• The indirect costs of the elevated risk perceptions associated with the EVALI information shock are
estimated to exceed US $30 billion.

Introduction
The main purpose of this presentation is to look at how the risk perceptions of e-cigarettes relative to cigarettes
changed over time in response to the EVALI (E-cigarette or Vaping use-Associated Lung Injury) crisis in 2019. With
EVALI, youth were showing severe symptoms of lung disease that were attributed to e-cigarettes, even though after
the fact it was found that THC-based products with vitamin E additives appeared to be the main cause of deaths and
hospitalizations.
The Centers for Disease Control (CDC) largely attributed these symptoms of lung disease to all e-cigarettes, not just
the subset of THC based vaping products. Our research goal was to evaluate how the EVALI crisis changed risk
perceptions and how these altered risk perceptions impacted quit rates in the United States. .

Shaping the Risk Perceptions of E-Cigarettes
It is well accepted that smoking cessation products such as the nicotine patch and nicotine gum deliver nicotine
without the harm that occurs from the burning of tobacco. E-cigarettes also have this feature. Attempts by
government, news media, and industry to shape the risk perceptions of e-cigarettes, however, is complicated.
Though e-cigarettes deliver nicotine without the harmful impacts that arise from the burning of the tobacco, vapor is
still ingested into the lungs raising the possibility of some new unknown long-term risk.
The rising popularity of e-cigarette use by teenagers (who might not have otherwise smoked) has raised new
questions about the role that nicotine itself plays in adolescent health. Government statements have at times
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focused on this risk. This issue has not been as relevant for alternative nicotine delivery products such as nicotine
replacement therapy (NRT) patch and gum products, which have not been popular among teenagers.
The media coverage of the rise in lung injuries that was attributed to the broad vaping industry over the past year
may have impacted risk perceptions. Direct promotion by industry can also impact risk perceptions, although there
are regulations that govern and preclude harm reduction claims relative to cigarettes.

Risk Perceptions of E-Cigarettes
A number of studies suggest that early in the decade, consumers thought e-cigarettes were less harmful than
cigarettes (Tan and Bigman (2014), Pepper et al. (2015), Viscusi (2016)). However, evidence shows that perceptions of
the harm of e-cigarettes relative to cigarettes has increased over time. For example, Majeed et al (2017) analyzed data
from the Tobacco Products and Risk Perceptions surveys spanning from 2012 to 2015. Whereas 12.8% of adults had
perceived e-cigarettes to at least as harmful as cigarettes in 2012, this perception more than tripled to 39.8% by 2015.
Then in 2019, EVALI (E-cigarette and Vaping Associated Lung Injury) became a major event. Its first cases were in April
2019, and by the final update from CDC in February 2020, 2,807 hospitalizations or deaths nationwide were reported.
Here are some examples of public statements from the CDC during this period:
• September 27, 2019: “refraining from using e-cigarette/vaping products, especially those with THC.”
• October 11, 2019: “FDA and the CDC have not identified the cause or causes of the lung injuries among the EVALI
cases, and the only commonality among all cases is that patients report the use of e-cigarette, or vaping, products.”
• “CDC recommends that persons should not use e-cigarette, or vaping, products that contain THC.”
Dave et al (2020) measured relative harm perceptions after EVALI, and in particular how the EVALI shock influenced
the perceived relative harm of e-cigarettes relative to cigarettes. Figure 1 shows hospital admissions and Google
search trends related to EVALI surrounding this information shock, during the period from Spring 2019 through early
2020.
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Figure 1. Trends in hospital admissions and Google searches for EVALI, Spring 2019
through early 2020.

(Source: Dave et al (2020))

In order to evaluate changes in the perceptions of the relative harm of e-cigarettes to cigarettes they used data from
the HINTS Surveys of 2012, 2014, 2015, 2017 and 2019 (all before EVALI), and then conducted ten one-question
Google Surveys spread from September 2019 to January 2020. The question used from HINTS and six of the 10
Google Surveys was:
Compared to smoking cigarettes would you say that electronic cigarettes are much less harmful, less harmful, just as
harmful, more harmful, or much more harmful?
In four of the 10 Google Surveys, the question was adjusted to add in the THC products specifically by asking the
following:
Compared to smoking cigarettes, would you say that electronic cigarettes, which deliver nicotine or other substances
such as THC oil through a vapor, are much less harmful, less harmful, just as harmful, more harmful, or much more
harmful?
The EVALI outbreak in September 2019 created an information shock, which was followed by additional new
information in a later CDC recommendation. Econometric results from this study suggest that the immediate impact
of the first information shock was to increase the fraction of respondents who perceived e-cigarettes as more harmful
than smoking by about 16 percentage points. As the outbreak subsided and the CDC recommendation changed to
emphasize more the role of THC e-cigarette products, e-cigarette risk perceptions were only partially revised
downwards, and were still at highly elevated levels relative to prior to the information shock.
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Figure 2 shows the changing nature of risk perceptions over the course of the EVALI outbreak. The graph on the left,
showing responses from 2012 through late 2019, shows a clear spike in risk perception during the outbreak.
However, the graph on the right, comparing responses in late 2019 with or without THC being mentioned, shows that
there is not much distinction between risk perceptions when a mention of THC is added to the question. Figure 3
also shows a concomitant decrease in sales of vaping products subsequent to the EVALI outbreak.
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Figure 2. Risk perceptions of e-cigarettes over time through EVALI outbreak (L) and
in late 2019 with or without mentions of THC (R).
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Figure 3. Vaping sales over time subsequent to 2019 EVALI outbreak.

(Source: Nielsen scanner data. We note that the data presented in Figure 3 are our constructions from the raw data and not from
Nielsen directly.)
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Do elevated risk perceptions in uence adult quitting behavior?
A more recent project by this team focused on how risk perception differences impact adult quit rates and intentions
to try to quit, and the method by which they attempt to quit.
The work described above showed a rising trend in risk perceptions of e-cigarettes relative to cigarettes prior to the
EVALI information shock and then a non-transitory large increase after EVALI. In addition, elevated levels of perceived
risk of e-cigarettes relative to cigarettes can have disparate impacts on different populations. Numerous studies also
exist that link e-cigarette use and harm perception with smoking behaviors:
• The perceived harm of e-cigarettes was found to be a significant predictor of the behavior of adult smokers
(quitting or switching some of their smoking activity to e-cigarettes), and of the behavior of youth, as they consider
whether to smoke cigarettes, use e-cigarettes, abstain from both, or sequence from one product to the other
(Pericot-Valverde et al. 2017; Amrock et al. 2015; Brose et al. 2015).
• Perceptions that e-cigarettes are a safer way to ingest nicotine can lead adult smokers to switch from combustible
cigarettes to e-cigarettes, continue to use a mix of both while cutting down on the consumption of cigarettes, or
use e-cigarettes as a means to quit all tobacco consumption (Kenkel et al. 2017; Pericot-Valverde et al. 2017).
• Rutten et al. (2015) examined the use of e-cigarettes among current adult smokers and the correlation between
stated reasons for use and quit intentions. The majority of respondents indicated that quitting smoking, reducing
cigarette consumption, and reducing health risks were their main reason for use of e-cigarettes.
• The perception that e-cigarettes are less harmful than conventional cigarettes is also a significant predictor of ecigarette use among adolescents, including those who have no history of using cigarettes (Amrock et al. 2015).
• Results also suggests that young adults who had viewed e-cigarettes as less harmful or in aiding smoking cessation
at baseline were more likely to experiment with e-cigarettes in the future (Choi and Forster 2014).
Our current work linking risk perceptions to smoking behavior involved the use of Google Surveys, focusing on the
following 3 questions:
Compared to smoking cigarettes would you say that electronic cigarettes, which deliver nicotine through vapor are:
(Choices: Much less harmful, Less harmful, Just as harmful, More harmful, Much more harmful, I don’t know?)
How often do you now use cigarettes? (Choices: I have never smoked regularly, I quit smoking less than a year ago, I quit
smoking over a year ago, I smoke every day, I smoke some days)
Are you seriously considering quitting smoking in the next 6 months? (Choices: I am not a current smoker, No, Yes by
using a medical product, Yes by using electronic cigarettes, Yes by some other method not listed)

fl
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We used those who are currently smoking and those who quit in the last year to generate a sample of smokers in the
past year, and then regressed the perception of harm of e-cigarettes relative to cigarettes on whether the respondent
quit in the last year. Thus we estimated the following equation:
Quit Last Yeari = ⍺1 + ⍺2*Much Less Harmfuli + ⍺3*Less Harmfuli + ⍺4*Don’t Knowi + ⍺5*More Harmfuli + ⍺6*Much
More Harmfuli + ⍶*Xi +

I

Where Quit Last Yeari = 1 if respondent i quit smoking cigarettes last year and 0 otherwise, and ⍶* is a vector of the
coefficients on other control variables such as age, gender, antismoking sentiment in the state the respondent
resides in, and the left-out risk perception category that e-cigarettes are just as harmful. The results of this regression
are shown in Table 1.
Table 1. Results of quit in last year regression.

Combining the previous study, showing that EVALI had a persistent impact on the perception of the relative harm of
e-cigarettes to cigarettes, with current work examining how those with higher levels of risk perception of e-cigarettes
quit smoking less, one can now compute the change in the quit probability due to EVALI asa reduced probability of
quitting of .013 percent, based on a mean quit rate of .17.
Based on the sample of smokers in the Google Survey, we can then compute the impact of risk perceptions on
intention to quit and quit method. Tables 2 and 3 show these results.
Table 2. Results of seriously thinking about quitting in next 6 months regression

𝜖
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Table 3. Intended quit method for those thinking about quitting in next 6 months

Summary
Bringing the evidence together in narrative form, the relative risk perceptions of e-cigarettes and cigarettes have
important implications for smoking cessation. Perceiving e-cigarettes as less and much less harmful than cigarettes
generates more actual quits, and substantially increases the probability that someone seriously considering quitting
intends to use e-cigarettes as the quit method compared with medical products or other means. These outcomes
must be reconciled, however, with there being no current evidence that risk perceptions impact the likelihood that
someone seriously considers quitting in the next 6 months.
If e-cigarettes are more successful in turning attempted quits into successful quits (as clinical trials show), then the
empirical results we find tell the following narrative: lower relative risk perceptions of e-cigs lead to more actual quits
by moving attempted quits to a more successful method. EVALI can then be linked to lower quit rates by having
decreased the percentage of the population perceiving e-cigarettes to be less harmful than cigarettes. Recent
research clearly demonstrates the impact of the EVALI information shock on public perceptions and this study links
perceptions to smoking cessation behavior.
Moreover, the results of this most recent study helped identify the indirect costs of EVALI. The direct costs of the EVALI
outbreak were on the order of US $700 million dollars, based on its 68 deaths and 2807 hospitalizations, the value of
a statistical life at US $10 million, and the value of hospitalization at US $10,000. However, the indirect costs of this
outbreak were substantially greater, based in particular on how increased e-cigarette risk perceptions discouraged
smokers from quitting combustible cigarettes:
• An estimated 7.6% decrease in quitting smoking, translating to 212K fewer quitters per year.
• For a 35 year-old smoker, the lifetime health benefits of quitting smoking totals $1.5 million.
• The total health costs of discouraged quitting totals $318 billion.
After a 90% consumer surplus offset, the overall indirect cost of EVALI totals $31.8 billion. These results show
that future public policy needs to focus on indirect costs from the information shock created by EVALI.
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Contradictions and Conflicts: State Ownership of Tobacco Companies
This presentation discusses a new report, Contradictions and Conflicts: State ownership of tobacco companies and the
WHO Framework Convention on Tobacco Control, developed for the Foundation for a Smoke-Free World and available
on the Foundation’s website. It was presented Daniel Malan, PhD.
Key highlights:
• Summary of a report analyzing the conflict between government ownership of tobacco companies and the
public health goals of the WHO Framework Convention, with quantitative and qualitative analyses and
future recommendations.

Introduction
The World Health Organization’s Framework Convention for Tobacco Control (WHO FCTC) represents one of the
world’s first public health treaties, with a main objective “to protect present and future generations from the
devastating health, social, environmental and economic consequences of tobacco consumption and exposure”.
However, there are currently 18 countries where governments own 10% or more of at least one tobacco company, as
shown in Figure 1, 17 of which are among the 182 countries who are parties to the FCTC.
Figure 1. Countries where governments own at least 10% or more of at least one
tobacco company.
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This new report Contradictions and Conflicts: State ownership of tobacco companies, was developed to highlight a
basic contradiction in the FCTC: its objective “to reduce continually and substantially the prevalence of tobacco use
and exposure to tobacco smoke”, versus this state ownership of tobacco companies.
This report was developed with a mixed methodology combining quantitative analysis of governments with 10% or
more ownership of tobacco companies – contextualizing data including tax, history, geography, income, political
systems, corruption perceptions, and the burden of disease – with qualitative discussions of the logical and ethical
problems involved in government tobacco company ownership. These include conflicts between government
ownership and FCTC Article 5.3 addressing public health policies, as well as circular arguments in FCTC 5.3 and
Guideline 7.2, and conflicts of interest.

Key points of report
Some of the key points from this report summary include:
• Whether governments should own tobacco companies, including the business case for whether corporations
should be le to the private sector and governments should focus on governing, as well as the relationship
between profit, tax revenue, and health costs, and the moral case for whether FCTC signatories should be
involved in the production of tobacco.
• Conflicts of interest between government reliance on tobacco income and tax revenue versus the pursuit of
public health goals.
• Quantitative data including tobacco tax income and pricing, polity scores for style of governing, transparency,
and mortality and disease burden due to tobacco.
• Current stances of WHO and governments towards tobacco harm reduction.
This report lays out three possible future pathways for addressing this issue:
1. Status quo: Accept the contradiction, deny conflict of interest, and siloed thinking
2. Get out: Make a principled decision, avoid conflicts of interest, possible unintended consequences
3. Shift gear: More nuanced principled decision, manage conflicts of interest, be pragmatic and potentially
innovative
A copy of the full report Contradictions and Conflicts: State ownership of tobacco companies is available online at
https://www.smokefreeworld.org/reports/contradictions-and-conflicts/
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The Tobacco Transformation Index 2020 – A Summary
David Janazzo.

Key highlights:
• The Tobacco Transformation Index is a newly-released research platform funded by the Foundation
ranking the world’s 15 most influential tobacco companies, representing roughly 85% of global cigarette
sales, on their relative progress in supporting tobacco harm reduction.
• Factors measured include strategy and management, product sales, capital allocation, product offer,
marketing, and lobbying and advocacy. The underlying indicators were weighted in part according to a
relative risk assessment.
• Some of the larger publicly-traded tobacco companies are starting to make progress towards harm
reduction, but not all. Conversely, some firms – including state-owned tobacco companies – are currently
making little or no progress at all in this area.
• The next full index will be produced in 2022, with resources planned for additional analysis over the next
year.

Introduction
The Tobacco Transformation Index springs from a concept, based on indexes associated with other industries, to
increase visibility on what companies are doing towards the acceleration of tobacco harm reduction. It focuses on 15
of the largest tobacco companies, representing about 85 percent of tobacco production.
This index was designed based upon a broad, deep and diverse set of input from stakeholders. An initial global
stakeholder consultation, conducted in eight countries throughout the course of 2019, did not involve company
participation. Additional input was collected and compiled throughout 2020 and subsequently fine-tuned and
tested, resulting in the September 2020 launch of the Index.

Methodology of the Tobacco Transformation Index
The methodology of this Index is based around 35 underlying indicators, organized by six categories:
• Strategy and management
• Product sales
• Capital allocation
• Product o er
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• Marketing
• Lobbying and advocacy
Across the categories, the heart of the Index methodology is the three performance categories: product sales,
product offer, and capital allocation.
Product sales were measured by volume, revenue by product, and by country. Product sales indicators were
assessed by weighting product types in terms of harm. A relative risk spectrum methodology was devised based on
a literature review, also funded by the Foundation, with the results shown in Figure 1. The reduced risk scale includes
nicotine replacement products, nicotine pouches, e-cigarettes, and heated tobacco products, while the higher risk
scale includes cigarettes at the maximum value of 100 as well as products such as cigars, cigarillos, pipe tobacco,
chewing tobacco, and moist snuff.
Figure 1. Relative risk spectrum for tobacco company products.

Capital allocation, in terms of a company's investments, serve as a leading indicator to what companies think are
important and see as their business direction in the future. These include research and development, capital
expenditures around their production, and mergers and acquisitions.
These three performance categories amount to about 70 percent of the overall weighting. Other factors seen as
important by global stakeholders included company commitment to tobacco harm reduction and management
compensation relative to advancing tobacco harm reduction or reduced risk products.
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Companies were offered the opportunity to provide feedback on the Index design, of which three participated
(Swedish Match, British American Tobacco and Philip Morris). Conversely, neither companies nor the Foundation
interacted with the scoring, rating, or ranking process. A period of public comment was held in May 2020, and an
independent advisory panel also observed and provided input on the process. Design behind this Index is
documented in a methodology report.

Results from the 2020 Index
Rankings of companies for the 2020 Index are shown in Figure 2, encompassing a measurement period from
2017-2019.
Figure 2. Overall company rankings from the 2020 Tobacco Transformation Index

The intent of the Index is to be a relative ranking scheme, on a scale of zero to five. It's not our intent to say that, for
example, a 3.8 is good, bad or other. Obviously, some of these numbers are very low, on the order of a fraction of one,
implying these companies are doing little at present towards tobacco harm reduction.
Strategy and management commitment represent the first orange bars on this graph. Only six of the 15 companies,
notably publicly-traded companies with stockholders, have some sort of commitment toward tobacco harm
reduction. It does not mean these companies will fulfill these commitments, which is why the Index measures the
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performance of the companies over time. Many, but not all, of the other companies have at least some government
ownership, and ITC Limited operates in a country where reduced risk products are banned.
Some of the indicators include sales of cigarettes versus sales of reduced risk products, and a greater rate of decline
of a company's cigarette sales is a contributor to company score. The purple bars in Figure 2 actually relate to the fact
that for some of these companies - for example, Tobacco Authority of Thailand – cigarette sales are declining at a
fairly rapid rate. In some cases, however, these declines are due to factors beyond their control such as tax increases,
market share losses, or competition.
Counterbalancing these indicators are measures of marketing and lobbying and advocacy – at this point, these are
primarily indications of transparency and disclosure. Do the companies have policies on marketing, youth access,
lobbying and advocacy with governments? Here as well, in most of the cases it's among the publicly-traded
companies, not the others.

Results from specific companies
This report also details specific figures from individual tobacco companies in this survey. Figure 3 shows an example
from Swedish Match.
Figure 3. Index ratings for Swedish Match

The top three companies – Swedish Match, PMI and BAT – could be classified as leading their competitors in terms of
commitment and results. The next group of four companies – Altria, Imperial Brands, Japan Tobacco, and KT&G –
have made some strategic commitments and have some of the products, but have been hesitant in some ways to
adopt tobacco harm reduction more forcefully. In some cases, they have failed to create products that had much
consumer demand.
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Summary
To summarize the key findings of this first Tobacco Transformation Index: progress to date has been limited, cigarette
rates of decline are too slow, and the industry is not doing enough. A small group of six companies, mainly the
publicly traded companies, have made some sort of commitment to tobacco harm reduction, but they have not
shifted their focus enough. And nine of the 15 have made no such commitment. Overall, the first Index shows that we
are not advancing enough or rapidly enough.
The Index will be published every two years, giving companies time to react should they choose to. It is be
supplemented by specific country fact sheets, compiling a range of data on tobacco and tobacco products,
regulation, industry structure, and health impacts across thirty-six countries, based on Euromonitor data. Over time,
more analysis on company performance versus country environment is also envisioned, as well as “spotlight” reports
on specific countries and research topics. For full details on the Tobacco Transformation Index, visit its website at:
https://tobaccotransformationindex.org/

Economics of Ending Smoking, Volume 1

49

Tobacco Harm Reduction and COPD: Current Research
Riccardo Polosa, MD
Key highlights:
• A new study demonstrates that long-term e-cigarette use in COPD patients improves lung function as well
as clinical outcomes such as exacerbation rate, exercise tolerance and quality-of-life measures.
• Long-term e-cigarette use by COPD patients appears unlikely to raise significant health concerns under
normal use.
• Former smokers using and smokers intending to use e-cigarettes should receive correct information
about their residual risks and potential benefits.
• Substantial healthcare savings are possible when switching from combustible smoking products to ecigarettes.

Introduction
Chronic obstructive pulmonary disease (COPD) is a common preventable lung disease characterized by respiratory
symptoms, airflow limitation and respiratory exacerbation. From an immunopathological point of view, it involves an
enhanced chronic inflammatory airway response to the inhalation of noxious particles or gases, such as tobacco
smoke. It is characterized by exacerbations that have an impact on overall disease severity, but comorbidities also
play an important role in dictating the severity of the disease.
COPD currently accounts for approximately six percent of all deaths, and by the year 2030 is predicted to become the
number one killer amongst the 10 leading causes of death at the global level. It is a disease that is very often
associated with smoking, and the main reason is because of chemicals and carcinogens generated during the
combustion of tobacco cigarettes. These chemicals initiate and orchestrate chronic inflammation that is sustained
over a period of time.
The key inflammatory cells playing a role in this chronic inflammation are neutrophils, lymphocytes and
macrophages. This chronic inflammation leads to a sort of overspill in systemic circulation giving rise to systemic
inflammation, which then leads to comorbidities. The main impact of this is suffered by the pulmonary architecture
itself with pulmonary inflammation, including structural changes, emphysema, edema of the airway walls, bronchial
constriction, mucociliary dysfunction, and importantly, mucus overproduction. These factors together ultimately
lead to airflow limitation affecting the central and peripheral airways.
Figure 1 gives an overview of findings about airflow limitation from epidemiological and cohort studies. It simplifies
what will develop when someone starts smoking at the age of 25, in terms of progressive airflow limitation over time.
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• The green line represents the gold standard, i.e. somebody who never smoked or is not susceptible to smoke. In
this case, there is some senescence-associated loss of lung function over time, estimated to eventually be a
20-25 percent decrease for people over 75 years of age.
• The red line shows the projected decline in lung function for smokers who are susceptible to the e ects of
smoke, showing an accelerating decline of functioning. This leads to earlier death or disability, with disabilities
generally occurring when the functional reserve of lung function goes below 25-30 percent.
Figure 1. Development of air ow limitation in COPD

The quantity shown in Figure 2 is flow exploratory volume in one second, measuring a volume that someone is able
to exhale after forced exhalation. This decline decelerates to a great extent for those who quit smoking at an earlier
age, as shown in the blue line. Conversely, those who quit smoking late in life can still have an improvement, but it is
less significant. For example, those who stop smoking at age 65 and have already reached the point of disability are
very unlikely to enjoy a reversal of harm after quitting – however, this can still improve their chances of survival.

COPD, smoking and harm reduction
Given results such as these, it makes sense for people to quit smoking as early as possible. Unfortunately, given the
addictiveness of smoking, many smokers cannot or will not quit, and quit rates among COPD patients are extremely
modest, even in tertiary hospitals. This shows the need for tobacco harm reduction an alternative to the "quit or die"
scenario.
Harm reduction in general involves societal policies designed to reduce or prevent the risk of risky behavior or risky
products. For example, driving a car or riding a motorcycle, particularly recklessly, may lead to harm to the driver. The
choice is either a prohibitionist approach – such as not driving or riding the motorcycle – or to minimize the potential
harm by wearing seatbelts or by wearing helmets. In the case of smoking, it is dangerous, harmful, and can lead to
COPD. So the ideal solution would be not to initiate smoking – and if you are a smoker, to quit as early as possible.
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We have now entered the 21st century, with the development of combustion-free nicotine delivery technologies that
will deliver less toxicants to users. They reduce the number of chemicals our lungs from more than 7000 chemicals
to, let's say, perhaps 100 or 150 chemicals, and produce a very large overall reduction in harm.
This raises a question within academic circles: there is certainly a reduction in the risk of exposure, but what about
the impact on health over a long period of time? It is very difficult to answer this question - in fact, it is very difficult to
substantiate any evidence for long-term health impacts of combustion-free nicotine delivery systems. Two options
for addressing this include:
1. Risk reduction: Try and substantiate the reduction in harm, by using highly sensitive functional tests in
people such as healthy smokers.
2. Harm reversal: Demonstrate the harm reduction paradigm using robust, sound, well validated
investigational tools in people who already have a pre-existing disease, such as COPD.
Dr. Konstantinos Farsalinos, who conducted a large Internet survey of 1062 vapers with COPD, asked a very simple
question: has your respiratory condition improved? Is it stable or has worsened since you started using electronic
cigarettes? Nearly 85 percent of these vapers responded by saying that their respiratory conditions and quality of life
had improved, 14.2% were stable, and 1 percent got worse (Farsalinos, 2014). So it was an obvious next step to try
and verify this in the clinic, with real patients and real clinical outcomes.

A five-year observational study of e-cigarette use in patients with COPD
This section will discuss the evolution of our initial cohort studies in COPD patients, which began in 2013. As of this
writing, this COPD cohort is in its sixth year of observation, and we have just published the results of the fifth year
observations. The research hypotheses and study objectives were as follows:
• Smoking abstinence by switching to e-cigarettes may improve respiratory function and symptoms in COPD
• Gather long term health data about e-cigarette use in smokers and ex-smokers with COPD
• Investigate changes in subjective and objective respiratory outcomes in COPD smokers who switched to ecigarettes
Two study groups were recruited from four Italian hospitals. One group was people consistently using electronic
cigarettes, defined as daily electronic cigarette use reported on two consecutive outpatient appointments at least 12
months apart. The other group was a control group of age and sex matched COPD patients who were smoking their
own tobacco cigarette brand, included from the same study period and from the same clinics. This was a naturalistic
study where eligible patients were reporting using the product of their choice. Also, patients in this latter group
elected to continue smoking despite receiving brief cessation advice.
The data collected was extracted from medical records from the outpatient clinics for respiratory diseases, over a
period from October 2013 to October 2019. These two groups were followed up for up to six months, over five visits
including the baseline visit. Clinical assessments that were performed included the number of cigarettes smoked per
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day, the annual number of COPD exacerbations, lung function parameters, results of a six-minute walking distance
test to assess exercise tolerance, and a number of subjective assessments of patient-related outcomes (PROs) such
as the CAT score – a quality of life measure for COPD patients – and smoking status, which was verified by exhaled CO
monitoring.
This study also measured changes in COPD GOLD (Global Initiative for Chronic Obstructive Lung Disease) stages,
which identify the level of severity of patients according to published guidelines summarized in Figure 2. Stage I and
Stage II identify people with mild to moderate disease, while Stage III and Stage IV identify people with more severe
disease. Over the course of this study we monitored changes across these stages of severity, a data point which is
very important for health economics assessments.
Table 1. Criteria for COPD GOLD stages

This study began with a modest number of patients that has obviously eroded over time. Only 39 patients completed
the study by the year five time point, 19 of which were in the cigarette smokers’ group and 20 in the electronic
cigarette users’ group. There were no statistical differences in the baseline parameters, indicating an adequate level
of matching between the two study groups.

Results
COPD patients who switched from smoking to vaping substantially reduced the number of cigarettes smoked, to less
than five cigarettes per day on average by year one. Of this group, approximately 50 percent were exclusive users and
another 50 percent were dual users, meaning that they were smoking two or three cigarettes per day and also
compensating their nicotine habit by using vaping products.
Figure 3 shows the impact of these massive reductions in smoking from substitution with electronic cigarettes. COPD
patients who continue to smoke have a continuous decrease in their lung function, however, in those who are
actually quitting or massively reducing smoking by switching to vaping products, there is improvement in the level of
their lung function.
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Figure 2. Impact of e-cigarette use on lung function at follow-up visits (in months)

In general, there is only a small respiratory reserve that you can mobilize in COPD patients; this must be at least 10
percent of their baseline respiratory value to be of clinical significance. For example, if you give bronchodilators to
COPD patients, an improvement of roughly 10-20 percent is normally reported,. But there is another important
clinical parameter that impacts the economics of COPD, shown in Figure 4: the overall 50 percent reduction in the
rate of respiratory exacerbation with vaping.
Figure 3. Impact of e-cigarette use on respiratory exacerbations

The mix of severity in our population of COPD patients was skewed towards grade one or grade two severity. On
average, there are no more than two respiratory exacerbations per year, although the standard errors are fairly large.
However switching to vaping products, cuts the number of exacerbations by 50 percent, meaning fewer hospital
visits and fewer outpatient visits because of exacerbations. Those who switched to vaping also showed
improvements in quality of life, with a reported average 14-18 point improvement on the COPD Assessment Test
(CAT) scale.
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COPD patients who switched to vaping products also showed improvement in exercise tolerance, as shown in Figure
5. This test involves walking briskly along a 60-meter long corridor, during which patients can pause and resume
walking if short of breath. After five years of regular e-cigarette use, there was an improvement in the level of exercise
tolerance, similar to levels achieved through cardiopulmonary rehabilitation programs.
Figure 4. Impact of e-cigarette use on physical performance

Figure 6 shows a very important finding from an economics standpoint. It shows the results in terms of the shifting in
severity level in the group of patients that we followed for up to five years. The left panel of this figure shows what
happens in COPD controls, where you will see some yo-yoing, but no definite changes in the overall basket of stage
classification. However, for those who were using vaping products and switched away from combustible cigarettes,
you would see a progressive migration from stage 3-4 (most severe disease state) to stage 1-2 (less severe disease
state). Roughly about 10 percent of these patients moved from a very severe stage to a less severe stage of the
disease.
Figure 5. Changes in COPD GOLD stages over time for e-cigarette users’ group
versus control group
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Figure 7 breaks down the impact of the cost of COPD, using US data. Of course, people with mild disease will cost
less. However, Stage I is going to cost about US $1600 per year, Stage II US $5000 per year, and in Stage III, roughly US
$11000 per year. Stage IV is not shown here, but you have to add the cost of hospitalization, ventilation, and long
term oxygen treatment, so the cost of Stage IV is on the order of three times that of Stage III.
Table 2. Annual median costs for COPD treatment based on disease severity.
Cost Categories

Severity of COPD
State I*

State II*

Stage III*

Total medication cost (%)

$512 (31)

$720 (14)

$766 (7)

Total non-medication costs (%)

$489 (29)

$1659 (33)

$3276 (30)

Hospitalization cost (%)

$680 (40)

$2658 (53)

$6770 (63)

Total Cost

$1681

$5037

$10812

Notes: *P<0.01 for each cost variable and total cost across the three severities of COPD. All figures are in US$ per patient
(Source: Guarascio et al. 2013)

The economic impact of shifting from one stage to the next, given that approximately 10 percent less severe disease
is reached by year five for those regularly vaping, is an impressive estimated 6-fold decrease in costs is anticipated.

Summary
The key take-home message of this study is that we should do more to try and substantiate the health and
economic impact of switching to e-cigarettes in this particular population, by focusing on this stage of disease
severity. In summary, switching from smoking to vaping helps COPD patients to abstain from smoking. We have
shown improvement in lung function as well as several clinical outcomes, and that long term electronic cigarette use
does not raise significant health concerns. We have never seen an exacerbation of the disease due to vaping
products use – in fact, we observed exactly the opposite result, with a 50 percent reduction in exacerbation.
These results show that COPD patients need to be correctly informed about the residual risk and potential benefits of
these products. Moreover, we believe that substantial health care savings are possible when these patients switch
from tobacco combustibles to vaping products.
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Discussion
This webinar also featured an analysis of this research by a discussant who is a noted global expert on
e-cigarettes and harm reduction. A summary of this expert’s comments is presented below.
In spite of its obvious limitations (e.g. small sample size, study was initially a retrospective analysis until the
second year), this research provides for the first time important information about the chronic effects of
switching from smoking to e-cigarette use.
What has been found through this study is the confirmation of what we all typically experience in our daily
clinical practice when caring for COPD patients who smoke or who became ex-smokers. Our personal
experience is that those smokers who have smoking-related disease such as COPD experienced significant
objective and subjective improvement once they make the switch to e-cigarettes, and this study
demonstrates that this is a long term effect.
So it's not simply the reduction in carbon monoxide taking place over a few days, or some minor
improvements that are going to wean off over time. It shows that the benefit is sustained long term, especially
when you compare it with continued smoking. This study is showing that we must maximize our efforts to
convince smokers to make an effort to make the switch and quit with the help of combustion-free alternatives
if and when they cannot quit by themselves or with the use of pharmaceutical medications, or in general, with
other methods approved by the medical community.
This study demonstrates very elegantly that the worst option is for smokers to continue to smoke. And for
smokers who already have established smoking-related disease, this is even worse because the worsening of
their health status is accelerated once they have already developed a clinical condition. So for these people, it
is even more urgent to convince them to quit, because the longer they wait, the worse their condition
becomes, as shown by the gradual worsening of the control group’s condition.
We should focus our efforts on trying to make these products more effective, but even more importantly,
trying to convince smokers to try these products and to trust them, because the main problem that we face
globally is that smokers do not trust their safety profile. Harm reduction does not need a product that is
absolutely safe in order to be classified as a harm reduction product – it just needs to be vastly less harmful.
And E-cigarettes certainly belong to the category of harm reduction because of the vast difference in harm
potential compared with conventional tobacco smoking.
The important point is that we must intervene as early as possible. There is no time to waste for these people:
waiting for six months, one year, two years until they finally manage to quit, without even knowing if they will
ever be able to quit, invites disaster. So once we see these people not being able to quit, or if we cannot
convince them to try a pharmaceutical method to quit, we should advise them to try an alternative such as
these harm reduction products as soon as they can, because substantial health benefits can be gained.
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Questions and answers
Q: We are talking about motivating and encouraging smokers to switch and
gain their trust on these products. These are information failures in the
market, given the research and medical evidence. Should the government play
a major role to intervene in the market?
A: Unfortunately, strong misperception, misconception, and misinformation about these products in the
whole population – including smokers – have massively contributed to a shift in public risk perceptions. In
one 2017 study, only five percent of smokers felt e-cigarettes were very much less harmful than smoking;
today more than 35 to 40 percent of smokers considered e-cigarettes equally or even more harmful than
smoking. As a consequence of this, people stick with what they're using now, tobacco cigarettes.
If you consider the whole broad spectrum of diseases caused by cigarette smoking – e.g. cardiovascular
disease, respiratory disease, and cancer – you will surely understand what the potential is of adding a harm
reduction strategy to established smoking control measures. It must be noted that harm reduction is not
substituting for all other smoking cessation interventions, but is a strategy that supplements existing tobacco
control measures. We need to have supplements in our smoking cessation efforts, because we know that
currently approved and established methods do not work for the majority of smokers.
The economics are a key factor here. I cannot make any accurate calculation right now, but - based on the
findings of our current research - reduction in health care costs are expected to be huge. Moreover, it must be
considered that these substantial health care saving can be obtained at no additional cost to taxpayers. It is a
net saving, because the decision of switching to combustion-free products will rely entirely upon users’
intentions of spending their own money for improving their health. For smokers, this is health empowerment
at a very practical level. A central component of disease prevention through a process by which smokers can
gain greater control over the decisions affecting their lives and health.
Q: What is the attrition rate out of the sample related to COPD symptoms?
A: This an important question, because people may wonder if those who are leaving the population are
exactly those who are doing badly with the product, creating a bias towards positive results.
In reality, four patients that were lost from the electronic cigarette groups were excluded – two because they
relapsed back to smoking, and two, because they quit vaping. But we don’t believe anyone actually
developed any additional symptoms, because these are people who are normally followed up with in our
clinic. So they don't just disappear unless they die or they just are switched to other clinics - for example,
cancer clinics. As for the five patients who abandoned the combustible smoking group, one died because of
severe COPD, another one was transferred to a malignancy clinic, two others quit smoking on their own, and
the remaining one moved to another city.
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Excise Taxes on Tobacco and Other Products
Emil Sunley

Key Highlights:
• Excise taxes are generally applied to goods with negative externalities, particularly those with relatively
inelastic demand.
• The interests of tobacco control are best supported by tobacco-specific excise taxes.
• There is a conflict between revenue and health goals in looking at the taxation of e-cigarettes, particularly
with regards to harm reduction.
• Diverse examples of current global excise policies include areas such as alcoholic beverages, sugary
beverages and telecommunications services.

Introduction
Excise taxes are generally applied to goods that have negative externalities, such as tobacco products, alcoholic
beverages and motor fuel. They are most effective, according to the International Monetary Fund (IMF), with products
with a wide base (to produce productive revenue) and relatively inelastic demand (so revenues increase with higher
taxes).

Excises on tobacco products
Article 6 of the Framework Convention for Tobacco Control (WHO FCTC) establishes price and tax measures as one of
the most effective ways of reducing consumption. The World Health Organization (WHO) currently sets a benchmark
for the total tax share for tobacco products to be at least 75 percent of the retail price of the most popular brand. For
the Bloomberg countries, the tax burden on cigarettes as a percent of the retail price of the most popular brand has
gone up significantly between 2008 and 2018, with a concomitant increase in the retail price of cigarettes in these
countries.
The current WHO benchmark of total taxes of at least 75 percent of the retail price of the most popular cigarette
brand is widely used in discussions of tobacco control, but should have been focused on cigarette-specific taxes that
raise the relative price of cigarettes. This WHO benchmark gives countries with high VAT rates better marks than a
country that chooses to have lower VAT rates, and perhaps has higher income tax rates. The benchmark should be
focused only on cigarette-specific taxes, and exclude from the calculation taxes of general applicability across all
consumer products.
The basic analytic framework is that increases in tobacco excise taxes are shifted to consumers in the form of higher
cigarette prices. As a result, consumption is reduced, depending on the elasticity of demand – for example, if the

Economics of Ending Smoking, Volume 1

59

elasticity of demand is -0.6, it means that a 10 percent price increase will reduce consumption by 6 percent. Then
government excise revenue has increased even though consumption is reduced. Here is an example, using a retail
price of 100 and an excise tax burden of 30:
• An excise of 30 times a thousand packs gives us excise revenue of 30,000.
• Increasing the excise from 30 to 40 increases the retail price by 10 percent from 100 to 110. With an elasticity of
demand of -0.6, consumption falls by 6 percent, but 40 times 940 packs still leads to an approximately 25
percent increase in revenue to 37,600.
One issue that affects excises on tobacco as well as other products is whether the excise should be a specific excise
based on volume or quantity, or an ad valorem excise based on the value of the product. There is a case for both. A
uniform ad valorem excise will not distort relative price of the various cigarette brands, as it will increase the price of
low-priced and high-priced cigarettes by the same percentage amount. Some countries argue that an ad valorem
excise is more progressive than specific tax, while specific taxes pose a relatively greater burden on low income
families and individuals.
The case for specific excises is often stronger, because they are the same amount per cigarette and discourage
consumption. They are also easier to administer than ad valorem excises, as well as lowering price differentials
between the high-priced and the low-priced cigarettes, which reduces brand switching. They also reduce price wars,
in the sense that with ad valorem excises, the government is really absorbing a percentage of the cost of the price
war, if one company wants to reduce the price of cigarettes to gain market share.
Specific excises should be adjusted annually to reflect inflation and possibly the growth of real income. Ideally, these
adjustments should be automatic and not require a decision by an executive agent or approval by a legislative body.
Until recently, Australia and New Zealand were the only countries that had automatic inflation adjustments for
tobacco excises, based on changes in the CPI. In 2017, Kenya introduced indexing of all their specific excises, which is
a major move forward.
In countries with a history of rapid inflation, and are not willing to adjust specific exercises annually or even every six
months, an ad valorem excise can ensure the tax burden keeps up with inflation. Also, many countries impose both
ad valorem and specific taxes – for example, the EU requires both, through a complicated set of rules.

Excise tax issues for e-cigarettes
E-cigarettes were first introduced to the US market in 2007, and function by heating nicotine, flavorings and other
substances. An important new case study that concludes e-cigarettes are only five percent as harmful as
conventional cigarettes should inform how we impose excise taxes on e-cigarettes.
In the e-cigarette market, there are both closed e-cigarettes (which are smoked and then discarded) and open ecigarettes (where users fill the e-liquid themselves and can add various flavorings). It is also possible to purchase e-
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liquid that has no nicotine and add your own level. The open system is much more popular in the US, which raises
some of the problems of how we impose excises on these products.
Many people feel there is a conflict between revenue and health goals in looking at the taxation of e-cigarettes. Some
governments feel they need to maintain tobacco excise revenue, and should tax e-cigarettes at the same rate as
conventional cigarettes – such as per unit of nicotine. Conversely, taxing based on harm would lead to a much lower
tax burden on e-cigarettes, and possibly a revenue loss if many cigarette smokers switched to e-cigarettes. Most
countries impose specific exercises on e-cigarettes, usually based on the milliliters of e-liquid. This is easier to
administer than basing the excise on milligrams of nicotine, which would have to be measured by tax authorities.
There are two policy concerns with e-cigarettes. One is that e-cigarettes could be a gateway to conventional
cigarettes. This might argue for a higher tax burden on e-cigarettes, all other things being equal, although evidence
from a number of countries suggests that the switching of cigarette smokers to e-cigarettes dominates any gateway
effect. There is also a concern that in the long term, e-cigarettes could possibly reduce the social stigma attached to
smoking.

Excises and other products
Finally, we will look at examples of excise taxation on other products. Nearly every country that allows alcoholic
beverages excises them, and there are negative externalities to excessive drinking. The products are easy to identify,
sales volumes are high, and there are usually few producers and few substitutes. So this is an ideal base for excise
taxes, and excising alcoholic beverages is widespread.
In the US, federal excise taxes on alcoholic beverages are specific levies: currently $18 per barrel for beer, $1.07 per
gallon for wine, and $13 per proof gallon for distilled spirits. If you convert these rates to alcohol by volume rates, the
US federal excise tax on beer (6 percent alcohol) is $2.56 per liter alcohol, wine (11 percent alcohol) is $2.57 per liter of
alcohol, and distilled spirits (40 percent alcohol) would be $5.20 per liter.
Another popular excise is on sugary drinks, to try and reduce the prevalence of obesity. The scope of the tax includes
questions such as whether to exclude fruit juices or drinks with artificial sweeteners. This is a fairly new excise: France
introduced it in 2012, Ireland in 2018, and the U.K. in 2018. The US does not have a tax on sugary drinks, but several
local governments that have introduced a soda tax, which has probably led to some cross-border shopping for
sugary drinks.
Finally, excises on telecommunication services are common in the developing world, particularly in Africa. The most
common is an excise on mobile phone usage – including airtime or talk time, texting, and data. This tax is imposed in
addition to VAT or sales tax, and the average excise tax across Africa has been running about 10 percent. These taxes
have been major revenue raisers for these countries, sometimes as much as 20 to 40 percent of what they raise by
their VAT, which may indicate the inelastic demand for mobile phones. The rationale is that it is a great source of
revenue, there are few taxpayers, demand is inelastic, and the number of potential service providers is limited. Unlike
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most excises on things that are “bad”, mobile phone connectivity has positive externalities and social inclusion
effects.
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Excise Taxation and Tobacco
Sijbren Cnossen, PhD

Key Highlights:
• Excise taxation is imposed for the purpose of enhancing social and market outcomes as well as revenue
generation.
• Common targets for excise taxation include traditional “bads” such as tobacco, alcohol and gambling;
newer “bads” such as sugar-sweetened beverages and plastics; fossil fuel emissions and transportation,
and income-elastic goods and services.
• Specific excises are preferable for tobacco products, adjusted regularly for inflation.
• Substitutes for excisable products such as tobacco should be subject to excise only if they cause
demonstrable external and internal e ects.

Introduction
Excises are taxes imposed on specific goods and services with the purpose of enhancing social and market
outcomes. Besides being efficient and equitable, excises are revenue-productive and easy to implement. The excise
duty category may be said to comprise four main groups:
• Traditional ‘bads’ such as tobacco products, alcoholic beverages, and games of chance
• New ‘bads’ such as sugar-sweetened beverages (SSB’s), and plastics
• Fossil fuel emissions and transportation, and
• Income-elastic goods and services
Excise duties are generally easy to collect and cause few economic distortions. They tend to be applied to goods and
services with inelastic demand and few substitutes. Excise duties serve to correct for market failures, including
negative external costs, as well as in situations of information failure or myopic behavior. They can also promote
progressivity if applied to luxury products, telecoms and platforms..

Excise taxes and tobacco
Smoking is a leading health risk factor for diseases such as cancer, emphysema, bronchitis, heart and vascular
disease, and stroke, as well as pregnancy and neonatal harms. Worldwide, smoking is responsible for 8 million
deaths per year, with one in six being due to second-hand smoke. The total costs of smoking involve 0.5% of GDP in
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the Netherlands; with net external costs resulting from health care costs and lost earnings offset by savings from
smokers dying earlier than non-smokers.
The WHO calls for a total tax burden of 75% of the retail price for cigarettes, equal to 300% of the price before taxes.
Only 38 countries have implemented this to date. Current Dutch policy includes an annual 10% increase in excise
duty. A 10% excise-induced price increase of cigarettes increases revenue by about 5% in low- and middle-income
countries, and reduces demand by about the same percentage. Drawbacks of increasing tobacco excise duties is
more smuggling, counterfeiting and bootlegging; one in ten cigarettes consumed globally is illicit.
The structure of tobacco excise taxes is important. In general, specific excise taxes (based on product type) are
superior to ad valorem excises (based on value), because they can be attuned to the level of external costs and are
not subject to contentious valuation issues at the import or manufacturing stage. Consumer prices tend to be lower
under an ad valorem rate; while the pass-through of taxes to consumer prices are greater under a specific rate. Ad
valorem excises can downgrade product quality by making quality improvements more expensive. Specific excises
are easier to implement, because they do not depend on prices, but must be adjusted periodically for inflation.
As with all excisable products, excises for tobacco products should focus on externalities and internalities, combined
with controls such as regulations. Current excise duties are often far below efficient levels and could be increased,
particularly in developing countries. Substitutes for excisable products such as e-cigarettes for tobacco should be
subject to excise only if they cause demonstrable external and internal effects.
(Note: Concepts from this presentation were also published in 2020 in the following working paper:
Cnossen, S. (2020). Excise Taxation for Domestic Resource Mobilization, CESifo Working Paper No. 8442, Munich
Society for the Promotion of Economic Research)
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Contrarian Online Environments and Health Crises
Navin Kumar

Key Highlights:
• Summary of a recent study co-authored by the presenter (Janmohamed et al., 2020) examining beliefs
about COVID and vaping, based on analysis of social media data.

Introduction
This study employed topic modelling to understand the intersection of the online vaping narrative with the COVID-19
pandemic. There is some scientific knowledge that vaping, using cannabidiol (CBD) or otherwise, may be associated
with more severe manifestations of COVID-19. However, there is also inaccurate information that vaping can aid
COVID-19 treatment or mitigate COVID-19 symptoms. This project studied the spread of inaccurate information to
better understand how to promote scientific knowledge and curb health-related misinformation.

Methods
Structural topic modelling was used to map temporal trends in the online vaping narrative (a large dataset
comprising online vaping chatter from several sources) to show how discourse differed before versus during the
COVID-19 pandemic.

Results
In the period before COVID-19 was reported to the WHO (prior to December 31 2019), commonly featured words
included "ban", "lung", and "quit". Over the next four months, mentions of "CBD" and "oil" increased, along with
positive words such as "good" and "best".
There was a clear shift in word prevalence prior to the COVID-19 report to the WHO versus the period after this report.
Word prevalence shifted from words related to the vaping ban to positive words and words associated with CBD.
Across the whole time period, the online vaping narrative was centered around harms from vaping and vaping
regulation.
Archetypes pre-COVID-19 versus during COVID-19 were largely similar, except that there were three archetypes preCOVID-19 (harms from vaping; vaping regulation; vaping lifestyle), but four archetypes post-COVID-19 (harms from
vaping; vaping regulation; vaping as harm reduction/treatment; vaping lifestyle). This may indicate that COVID-19
may be related to the appearance of topics around vaping as a form of harm reduction or treatment. There was also
an emergence of a CBD-related topic post-COVID-19 report under vaping as harm reduction/treatment archetype,
which may be related to the advent of the pandemic.
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Discussion
The main finding was the emergence of discourse around vape-administered CBD treatment for COVID-19, when
comparing the pre-COVID-19 versus during COVID-19 vaping narrative online. Recent work suggested that CBD use
may increase COVID-19 risks. Others indicated that CBD may aid COVID-19 treatment outcomes. Vaping CBD
products as a COVID-19 treatment is still largely unsubstantiated. Beliefs around CBD as a COVID-19 treatment,
bolstered by marketing campaigns and early-stage research, may be responsible for the emergence of discussion
around CBD.
This expands on past work that used novel computational approaches to look at trends in digital media to
understand how these online behaviors may influence health behaviors, indicating that the online environment is
key to comprehending vaping and related health outcomes, especially in response to public health events. Also, if
healthcare professionals are aware that vapers with COVID-19 may use CBD as a treatment, based on inaccurate
information, these professionals may be better able to respond to vapers with COVID-19 who demonstrate CBDrelated complications.

Questions and Answers
Q: Are a large number of communication channels focused on discourse
analysis nowadays?
A: Yes. There are a lot of health communication channels, and as big data becomes more and more common,
I would say that computer science journals are also a big thing now for these sorts of papers.
Q: Can your methods sort out discussion related to the Trump administration
policy discussions regarding the EVALI outbreak?
A: Yes. If you look at an event at a time period C, events from A and B could have affected perception at C. But
what the interrupted time series model does is probably one of the most powerful quasi experimental
techniques. It also corrects for previous events if you use the segmented variant, so technically the statistical
testing on event C is not affected by events A and B.
Q: How is this work related to or correlated with Google?
A: We do look at how it is correlated to Google, but another team has looked at how Google search terms are
actually shifted with time within another paper in the Journal of Medical Internet Research. I think there
would be a correlation owing to the fact that our search terms around Google lag slightly behind content
creators. So I think we would definitely have a correlation, but there will be a slight lag.
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Economic Analysis of Tobacco, Tobacco Products, and their
Alternatives in Turkey
The Economic Policy Research Foundation of Turkey (TEPAV), Turkey

Key Highlights:
• Tobacco issues in Turkey involve complex policy design problems across di erent stakeholders with
conflicting objectives.
• Despite a high rate of taxation and regulation, both cigarette a ordability and smoking prevalence remain
high in Turkey, underscoring the importance of illicit trade and other factors.
• While Turkey has had numerous achievements in terms of tobacco policy, there is a need for more targetoriented policies balancing public health and economic goals.

Introduction
This project presents a situational analysis of tobacco issues in Turkey, performed over the past year. Its deliverables
included collecting information, identifying gaps in information for the policy design process through analytical tools
and surveys and a forthcoming main report to summarize findings and set out policy research questions.
It was operating under a framework of a multi-stakeholder policy setup with varying contexts, as summarized in
Figure 1, with stakeholders including agriculture, tobacco industry issues, consumer choices, public health, and
public revenue.
Figure 1. Overall framework for situational analysis
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Tobacco production and sales
Turkey was once one of the world’s main producers of raw tobacco, ranking fifth internationally in 1980; and now
declined to a rank of 15th in 2018. However, production of tobacco products has increased over time, with Figure 2
showing a substantial rise in these production levels between 2003 and 2019, with a concomitant rise in the share of
imported tobacco versus local tobacco over the same period.
Figure 2. Production of tobacco products and local versus imported tobacco usage in
products, 2003-2019
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Taxes form the main part of the overall value chain of tobacco products in Turkey, constituting 93 percent of the price
of an average-priced cigarette in 2017. However, despite a high share of taxes in cigarette prices and an increase in
excise tax rates, the affordability of cigarettes has not decreased appreciably over the past two decades. This points
to a delicate balance between legal cigarette sales and illicit trade.

Tobacco use in Turkey
Turkey is one of the biggest customers in the tobacco industry; with retail sales going up over time on both a total
and a per capita basis. The retail sales volume of the tobacco industry in Turkey has increased from US $8 billion
dollars to almost US $13 billion dollars between 2004-2018, with a compound annual growth rate of 3.4 percent.
Looking at tobacco consumption, there is no unambiguous downward trend in tobacco use in Turkey. A review of
figures from sources including GATS, STEPS, and local in-country surveys and literature between 1988 and 2019 show
tobacco smoking prevalence rates ranging between 23.2 and 43.6 percent for people 15-18 years or older, with most
recent rates in excess of 28 percent.
The authors also selected three benchmark countries (Mexico, Russia and Ukraine) among 30 countries depend on
six different selection criteria like income, population, geographic closeness and similar prevalence rates; to learn
about tobacco demand in Turkey, making the following observations from the data:
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• Turkey has the highest rate of smoking among adults in ages 18-55, where more than one out of three in this age
group are daily smokers.
• More than half of adult daily smokers smarted smoking before the legal age of smoking (age 18), and more than
90 percent of daily smokers became daily smokers before age 25.
• In Turkey education levels and smoking prevalence rates are positively correlated, unlike other benchmark
countries. primarily due to increases among smoking among female university graduates.
• In Turkey, e-cigarette prevalence rate is currently only 1.3 percent. Among benchmark countries, the prevalence
of e-cigarette use is the highest in Russia with 3.5 percent.
• 90% of cigarette smokers polled use cigarettes with tax stamps; while 10% do not (or do not know).
• Quitters are not common in Turkey. While 89.8 percent of people are aware that smoking tobacco causes serious
illness and 83.3 percent agree that secondhand smoke causes illness for non-smokers, 61percent of tobacco
smokers in Turkey are not interested in quitting – the highest rate among the benchmark countries.

Tobacco use and COVID-19
A survey was performed of tobacco use during the COVID-19 pandemic in May 2020. This survey was seen as an
opportunity to test the impact of affordability and health concerns on tobacco consumption, and examine tobacco
consumption at a time of cigarette tax and price increases; income losses from COVID-19; higher levels of stress and
anxiety; and greater overall concerns for health. Among the key outcomes, 10% of daily smokers switched to
occasional smoking, 77.7% of daily smokers decreased their tobacco consumption due to factors such as income
loss or health concerns, and 15% of occasional smokers quit smoking. These results confirmed a strong relationship
between affordability and tobacco consumption in Turkey.

Conclusions
Turkey is the first country to attain the highest implementation score for all WHO FCTC and MPOWER measures, and
is in a good position in terms of regulation. In terms of the current policy toolbox for tobacco issues, here are some of
the things that have been achieved so far:
• Monitoring tobacco use via ad hoc commissions, boards, surveys, and others
• Regulating tobacco accessibility, and enacting and enforcing smoke-free environments
• O ering cessation services, including NRT coverage and a national toll-free quit line
• Interventions in packaging, advertising and sponsorship, as well as pricing and taxation, anti-tobacco media
campaigns, supply-side regulations, and a war on illicit trade
• Recent distinctions in conventional products and alternative products
However, there is a need for more target-oriented policies from here. Tobacco issues in Turkey involve complex
policy design problems across different stakeholders with conflicting objectives. To design a system that will
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optimize the overall total net benefit to society; an understanding of what the real problems are and who wants
what and why is needed. Turkey still deals with many tobacco-related issues including implementation problems,
the early age of onset for tobacco addiction, and other concerns.
Further efforts are needed to address a critical mismatch between policy targets and current policies in Turkey.
Addressing tobacco-related issues will involve clarifying the objectives of public authorities, and increasing taxes to a
level where public revenue increases requires the consideration of its relations with consumption behaviors and the
informal market. Moreover, it is more difficult to enforce laws than create them in Turkey. The effectiveness of both
WHO FCTC and MPOWER and their implementations have not all been up to expectations.
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Situation Analysis: Five FSU Countries in Eastern Europe and Central
Asia
Healthy Initiatives, Ukraine

Key Highlights:
• Despite strong tobacco control regulation in republics such as the Russian Federation, issues remain with
smoking prevalence and cessation.
• Use of harm reduction products in the region remains small, and some republics tax or regulate these
products similarly to combustible cigarettes.
• A lack of data on adult use of harm reduction products impacts the decisions of influencers and
policymakers.

Introduction
This presents a situational analysis of tobacco use and policy issues in five republics of the former Soviet Union: the
Russian Federation, Ukraine, Uzbekistan, Kazakhstan, and Georgia. Until 1991, these republics were united by a
common system of governance, military, economic market, language and health care. They vary widely in
population (from 144 million people in the Russian Federation to 4 million in Georgia) and economics (from US
$11,289 GDP per capita in the Russian Federation to US $1,532 GDP per capita in Uzbekistan).
While tobacco control is a health issue, its solutions also have political dimensions. Figure 1 provides an overview of
this region’s geopolitics and their impact on tobacco control policy. There are two very clear vectors in this region,
toward the European Union (EU) and the Russian Federation.
Georgia and Ukraine, for example, are targeting the European Union. Both countries signed an association
agreement with the European Union a few years ago, which had a great impact on tobacco control activities. For
instance, within the frames of this agreement, both countries signed a tobacco tax harmonization agreement which
represented a real milestone in tobacco tax increase for combustible cigarettes.
Another vector is alignment with the Russian Federation. As shown in Figure 1, Kazakhstan is part of the Russian
Federation’s Eurasian Economic Union, along with Belarus, Armenia and Kyrgyzstan. Uzbekistan, as shown by a
dotted line, is a potential member of this Union, and has a very high economic dependence from the Russian
Federation – there are millions of migrants from Uzbekistan crossing the Russian border annually every year who
contribute about 15% of their GDP.
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The Eurasian Economic Union is very important for tobacco control activity because everything happens in a united
way, and there is one standard for technical regulation, pictorial warnings, and the maximum amount of tar and
nicotine levels in cigarettes, as well as one tracking and tracing system and tobacco tax harmonization.
Figure 1. Geopolitical impacts on tobacco control policy among FSU states studied.

Tobacco prevalence
Taken together, the five FSU countries under study represent the world’s second-largest market for cigarettes, at
337.1 billion sticks annually as of 2018. This is second only to China, at over 2.3 trillion sticks, and ranking ahead of
other major countries such as the United States (240.9 billion sticks), Japan (132.7 billion sticks) and Turkey (118.5
billion sticks).
Looking at trends in smoking prevalence for the five republics under study between 2009 and 2017, the two largest
republics showed the greatest declines in prevalence during this period, with the Russian Federation dropping from
39.4 percent to 30.9 percent over this period, and Ukraine declining by 10 percentage points from 35 percent to 25
percent, the largest decrease in the region. These figures compare with a 28% overall prevalence rate in Europe.
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Conversely prevalence rates in Georgia increased slightly over this period, from 30.3% to 30.9%, and Georgia still
reports the highest prevalence rate for male smoking in Europe at 57 percent. Single data points from 2014 show
smoking prevalence rates in Kyrgyzstan and Uzbekistan of 22.4% and 14.4 percent – however, Uzbekistan’s smoking
rates also reflect that it also ranks among the top five countries for smokeless tobacco use in Europe, with a 23%
smokeless tobacco prevalence rate among men.
After tobacco-control legislation was adopted in the Russian Federation in 2013, the rate of prevalence decrease
among men increased by nearly 50 percent. However, under current trends and data, it is unlikely that Russian
Federation will reach its goal for tobacco prevalence to decline by 30% by 2025 compared to 2010, primarily due to
slow decreases in women’s smoking. From 2010-2018 smoking prevalence among men dropped almost 21%, versus
only 12% among women. In spite of these decreases, 201,000 men and 25,000 women died in 2018 in Russia due to
smoking-related diseases.
As for youth prevalence, figures from the 2019 European School Survey Project on Alcohol and Other Drugs (ESPAD)
in Ukraine show that there have been no changes in heavy smoking prevalence (defined as 10 or more cigarettes per
day) among teens in 2011-2019. Despite Ukrainian laws and a roughly 10% decline in smoking prevalence over seven
years, 17% of boys and 5% of girls still smoke cigarettes daily. Compared with figures from other nations such as the
USA and Norway, there is still a long way to go in this area.

Market and policy issues
Between 2009 and 2020 minimum excise tax levels in Russia increased from 3.54 to 53.42 rubles. This did influence
cigarette prices, with increases for both inexpensive and middle segment cigarettes, however exercise levels never
did reach the 70% level recommended by the WHO. As of 2018 the pace of excise increases slowed as the Eurasian
Union introduced a tobacco tax harmonization policy for all countries.
The market for legal cigarettes in Russia cigarettes fell twice between 2008 and 2019 – first between 2013-2014 when
the tobacco control legislation was introduced in Russia and implemented in two phases, then again from 2018-2019
due to decreases in smoking prevalence, the illegal market, and the appearance of harm reduction products in the
market. The slowing down of excise taxation is explained by, again, political decisions in the framework of the
Eurasian Economic Union.
The status of smoke-free regulations varies across the five countries studied, as shown in Figure 2. Russia ratified the
WHO Framework Convention for Tobacco Control in 2008 and adopted a comprehensive tobacco control legislation
in 2013. Its smoke-free policies are now among the best in the world, and other countries in the region such as
Belarus, Armenia, and Kyrgyzstan are copying the Russian model and using it as an example. Ukraine and Georgia
still have specific policy gaps, while Kazakhstan is currently working on amendments, and Uzbekistan, unfortunately,
still has a long way to go.
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Figure 2. Smoke-free policies among FSU countries studied.

Tobacco taxes represent 2.6% of country revenues in both Russia and Kazakhstan, and 6.1% and 6.3% of revenues in
Ukraine and Georgia respectively. Tobacco companies are the second largest taxpayers in the region after the oil and
energy business. However, there is little connection between these tax revenues and the ability of tobacco firms to
have an influence on tobacco control policy.

Harm reduction issues in FSU countries
There is currently little data on the use of electronic nicotine delivery systems (ENDS) in the region. According to
figures from GATS (2014-2017) and STEPS (2016), ENDS prevalence has been reported as 3.5% in the Russian
Federation, 1.3% in Ukraine, 0.3% in Georgia, and 1.3% in Kazakhstan.
Unfortunately available data is contradictory between sources, and the lack of data on harm reduction product
prevalence among adults, including the data on health effects, is discouraging. This is particularly troubling because
of the availability of such data on prevalence among youth, which in turn influences the thinking of policymakers. In
the Russian Federation, for example, policymakers have been quoted as favoring regulating e-cigarettes on a par
with combustible cigarettes.
In Ukraine, the 2019 ESPAD survey discussed previously examined smoking and ENDS use among youth, finding
similar levels of prevalence for cigarettes and e-cigarettes (21.8% and 19.2% respectively), but with different levels of
intensity. Everyday smoking among teens occurred with 59% of cigarette smokers but only 13% of ENDS users, and
65% of ENDS users among teens smoke less than once a week. Teens appear to consider HRP as an interesting
experience, but not a mechanism for regular smoking or a treatment to quit smoking, and only 5.2% were regular
tobacco smokers before trying ENDS. In addition, heated tobacco products were not currently popular among teens.

Economics of Ending Smoking, Volume 1

74

The current status of harm reduction products in specific countries can be summarized as follows:
In Ukraine, the heated tobacco product (HTP) market has risen to 2 billion UAH (US $75 million) in 2016-2018 and
continues to grow, predicted to increase by a factor of 2.6 by 2024 according to Euromonitor forecasts. HTPs are
regulated under the category of tobacco products for the purpose of retail, advertisement, and taxation.
There is currently no specific excise tax for HTPs, which are taxed under the category of “Tobacco and tobacco
substitutes” at lower rates than cigarettes, and an average price is 2.15 UAH ($0.08) per stick as of April 2020.
However, a specific tax will be introduced in January 2021 where HTPs will be treated similarly to conventional
cigarettes, which would mean a three-fold increase per one gram. Several bills are currently in the Parliament calling
for strict regulations that would equalize HTPs with combustible cigarettes.
In Kazakhstan, snus was banned in 2019, and in 2020 new taxes on HRP were introduced. Excise tax for e-cigarettes’
liquids is 5 tenge per 1 ml ($0.012), while excises for sticks is 7,345 tenge ($18) per 1 kg. These are planned to grow by
60% within next 2 years, and the regulation of HRPs will be the same as those for conventional cigarettes.
In Georgia, a pack of heated tobacco is taxed at the same rate as a pack of conventional cigarettes – 1.7 GEL ($0.55)
+30% of the retail price. HTPs are regulated under the category of tobacco products for the purpose of retail sales,
advertising, and taxation. Taxes per 1 gram of tobacco in heated tobacco are 3 times higher than those for
conventional cigarettes. The market share of HRPs increased from 0.7 million GEL (US $229,000) in 2013 to 15.5
million GEL (US $5 million) in 2018 according to Euromonitor – however, this constitutes only 1.1% of the total sales
of cigarettes.
The Russian Federation is the world’s fourth largest market for HTP, with a volume over US $1.3 billion
as of January 2020, representing 5.5% market of tobacco market. Snus was banned in 2015 and nicotine pouches
were banned in 2019. A specific excise tax per kilo of HTP was introduced in 2017, with excise taxes per gram being
much lower for HTP than for conventional cigarettes. Planned excise tax increases for conventional cigarettes and
HTP are the same, at 4% annually within next few years. There are equal excise taxes for heated tobacco systems and
e-cigarettes’ devices.
Starting in 2020, heated tobacco systems’ devices became a subject to a specific tax of 50 RUB per product (US $0.70)
with a further 4% of annual growth. Considering the prices of these devices on the Russian market (starting price
1990 RUB (US $28.40) for IQOS and 990 RUB (US $14.10) for GLO), this excise is not expected to impact the final price
for consumers.
In Uzbekistan, a smokeless tobacco product called nasvay could be seen as part of a strategy of replacement for
smoking. Nasvay is a smokeless tobacco mixture made of tobacco with an added alkaline component and other
ingredients (such as ashes, cotton oil, and others) for oral use. It is amateurishly produced from local raw materials
and used mostly by men in rural areas all over Central Asia. Nasvay is currently not regulated at all, and is traded via a
shadow market.
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23.2% of adult men consume this product according to the STEPS 2014 survey, which is higher than the
corresponding rate of smoking prevalence among men (19.6%). A 50 gram package of nasvay costs only US $0.20,
significantly less than the cost of a pack of the cheapest cigarettes, but nasvay users are considered to be potential
tobacco smokers. Debate is ongoing as to whether nasvay should be banned, or made legal.

Cessation
For smoking cessation support, the Russian Federation and Georgia offer telephone quit line services, Ukraine had
one for one year under WHO funding, and Kazakhstan and Uzbekistan do not. These quit lines are lightly used
relative to the population, fielding 125,000 calls per year in Russia and only 2000 to 6000 calls annually in the other
two republics. None of these countries offer the costs of nicotine replacement therapy, and only Russia briefly trained
health care professionals on smoking cessation over five years ago.

Conclusions
Overall, this situational analysis identified the following as key gaps for tobacco control in the region:
•

A lack of data and surveys on HRP prevalence among adults.

•

A lack of tax policy stimulating increased popularity of HRPs among smokers. (For example, Georgia and
Ukraine equalizing taxation for HRPs and conventional cigarettes.)

•

A lack of objective, high-quality analytics and arguments for policy-makers and influencers (such as the media,
the health community and opinion leaders) on HRPs, and a concomitant lack of solid arguments for the
economic bloc of governments in support of HRPs.

•

Manipulation surrounding the use of HRPs by teens.
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Economics of Tobacco in Bangladesh – A Situational Analysis
Child Sight Foundation, Bangladesh

Key Highlights:
• Bangladesh is one of the top 10 world countries in terms of tobacco burden, with over 15 million adult
smokers and a prevalence rate of 35.3% as of 2017.
• Current smoking reduction rates (2.5% as of 2017) would need to more than double to reach the country’s
goal of 10% prevalence by 2040.
• The impact of tobacco taxation policy has been blunted by factors such as brand-switching and illicit
trade.
• The implementation and impact of current tobacco control e orts remain a long way from the public
health goals of a tobacco-free society, and alternative policies for reducing the tobacco burden should be
considered.

Introduction
This situational analysis of tobacco in Bangladesh was led by a study team that has been actively involved in tobacco
economics research and tobacco control policy dialogues in Bangladesh.
This scoping analysis involved a review of national and international surveys, administrative data, and case studies,
with data sources including (a) four waves of the ITC study, with a sample that ranged from 3107 smokers and 2656
non-smokers in 2009 to 2,811 tobacco users, 1,431 non tobacco users and 321 quitters in 2017; (b) GATS surveys in
2009 and 2017 across 9629 and 10,000 households respectively; and (c) Health Cost Study data for 2467 households
in 2004 and 2996 households in 2018, as well as a sample of 10,000 households for disease profile purposes.

Tobacco use and prevalence
Currently, Bangladesh is one of the top ten countries in the world in terms of tobacco burden. As of 2017, overall
tobacco use prevalence was 35.3% (37.8 million adults), including 46.0% of men and 25.2% of women. The
prevalence rate of smoked tobacco is significantly higher among the male population (36.2%, versus 0.8% among
females in 2017) although for smokeless tobacco, this pattern is reversed (16.2% among males and 24.8% among
females). Prevalence also increases by age though decreases with income. The mean age of daily smoking initiation
in Bangladesh was found to be 18 years, comparable to other countries. However, one-fifth of youth initiated
smoking before the age of 10 years, and strikingly, as high as 16.1% of the young smokers initiated smoking before
the age of seven.
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Tobacco products used include cigarettes, bidis, and smokeless tobacco, with 128 billion sticks of cigarettes and
bidis produced in 2016-2017 and 82 thousand metric tons of raw tobacco produced in 2018-2019. In Bangladesh,
prevalence of HRPs such as e-cigarettes is only 0.2%
Despite being the first signatory to the WHO Framework Convention for Tobacco Control (WHO FCTC), the progress of
FCTC implementation in Bangladesh has been slow and it is far off pace from the current government’s goal to make
the country tobacco-free by 2040. To reach a goal of 10 percent prevalence by 2040, current smoking reduction rates
would have to double, and to reach zero prevalence by 2040, annual rates of reduction would have to reach 24
percent.
Between 2009 and 2017 the number of adult cigarette smokers has increased from 13.5 million to 15 million people,
with the annual number of cigarettes consumed per smoker rising from 6028 to 7544, according to figures from the
National Board of Revenue in the Bangladesh Ministry of Finance. Overall, while smoking prevalence has declined
from 23 percent to 18 percent during this time, a shift in consumer demand from bidis to cigarettes has kept cigarette
smoking prevalence levels virtually unchanged (Nargis et al 2019). Low cost brands captured most of the expanded
market share for cigarettes, and the intensity of smoking per adult and per smoker also increased.

Policy interventions and pricing issues for tobacco
These results have taken place despite numerous tobacco control interventions in Bangladesh, as the first signatory
to the WHO FCTC. Current interventions include a current 71% tax rate on the most sold brand; smoke-free laws for
public places, restaurants and indoor workplaces; point-of-sale and advertising bans (including a 2015 law requiring
anti-tobacco messages when tobacco use is shown in a movie); and as of 2016, pictorial warnings covering 50% of
both sides of the pack.
Unfortunately, implementation and compliance issues exist with many current tobacco control policies. For
example, despite smoke-free laws in Bangladesh, ITC surveys reported widespread observation of smoking on public
transport (one-third in 2011) and workplaces (64% in 2010), while in 2019 WHO rated Bangladesh at a 3 out of 10 for
maintaining smoke-free laws on university campuses. In addition, WHO rated Bangladesh as very low in compliance
with point-of-sale advertising for tobacco as of 2019. There is no toll-free telephone quit line with a live person, and
nicotine replacement therapy (NRT) is not legally sold in Bangladesh. Conversely, according to GATS the number of
people who thought of quitting as a result of graphic warning labels was 74.4% in 2009, and in 2017 it was 75.6% for
smoked tobacco and 41.1% for smokeless tobacco.
Another important tobacco control intervention, taxation policy, has been impacted by factors such as brand
switching and increasing affordability of cigarettes. Despite price increases, particularly in the lower tier, the average
price of a pack of 10 cigarettes remained relatively constant between 2006-2018, rising from 26.54 to 29.70 in 2018
BDT, which gross national income (GNI) per capita increased substantially from 77,339 to 129,060 in 2018 BDT.
This meant that cigarette expenditures as a percentage of GNI per capita dropped from just over 12% to slightly over
8% during the same period. This increase in cigarette affordability was impacted a great deal by brand switching:
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Figure 1 shows the increase in sales of low-tier cigarettes over time despite tax and price increases, while Figure 2
shows a dramatic increase of low-tier cigarette share from 2006 to 2018, to approximately 80%. In this process,
smoking became more concentrated among the poor.
Figure 1. Substitution to lower price-tier brands.

Figure 2. Shifts to cheapest cigarette brands, 2006-2018.

(Source: Nargis N, et al. 2019)
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Tobacco use and health issues
Public perceptions of the health consequences of tobacco use remain high in Bangladesh. According to the 2017
GATS survey, perceptions that smoking tobacco cause stroke, heart attack and lung cancer were rated as 88.9%,
89.5% and 93.1% respectively. For smokeless tobacco, perceptions that it causes stroke, heart attack and oral cancer
were rated as 82%, 82.5% and 91% respectively.
About 125,000 deaths are attributable to tobacco use, including 24,757 cases attributable to secondhand smoke
exposure in Bangladesh. Cardiovascular diseases are the leading cause of tobacco related deaths (at 41%), followed
by chronic respiratory diseases (at 28%), and cancer (at 20%) in the country. More than 7 million adults (30 years and
older) and 435,000 children (younger than 15) were suffering from tobacco-related diseases. Of total tobacco-related
diseases (ischemic heart disease, stroke and COPD), 85% can be accounted for by tobacco use among adults. Within
the categories of lung, laryngeal and oral cancer, 9% can be accounted for by tobacco use.
Tobacco-related health care costs in Bangladesh more than doubled between 2004 and 2018, as outlined in Table 1.
According to figures from Faruque et al., 2020, the largest increase came in the form of indirect costs such as
productivity losses. These and other health care costs have a disproportionate impact on lower-income smokers and
their families, with 16.2% of monthly household expenditures going for tobacco-related healthcare expenditures in
the lowest income quartile versus 11.7% in the highest quartile according to 2007 figures, on top of 4.5% monthly
tobacco expenditures in the lowest quartile. The average 25-year-old Bangladeshi male smoker currently loses an
average of seven years of life because of smoking, while smokeless tobacco consumption is associated with 320,000
DALYs lost due to cancers of mouth, pharynx, and esophagus and ischemic heart disease. These costs also have a
major impact on the Bangladesh economy, representing 1.4% of GDP and exceeding the total revenues collected
from tobacco.
Table 1. Comparison of tobacco-attributable health care costs in Bangladesh
between 2004 and 2018, in billions of 2018 BHT.
Costs Components

Tobacco Use
2004

Direct Cost

2018

Second-hand smoke
exposure

Total tobaccoattributable cost

2004

2004

2018

2018

54.9

82.0

1.9

83.9

37.3

62.0

1.5

63.5

17.6

20.0

0.4

20.4

65.4

182.4

39.3

221.7

Cost of Morbidity

32.2

132.9

0.0

132.9

Cost of Mortality

33.0

49.4

39.3

88.7

120.3

264.4

Private Health Expenditure
Public Health Expenditure
Indirect Cost

Total Direct & Indirect Cost

15.5

41.3

135.8

305.6

(Source: Faruque et al., 2020.)
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Cessation
Decreases in tobacco use prevalence during this period were modest across most income groups between 2009 and
2017 according to GATS as shown in Figure 5, particularly for middle-to-high income groups, and within a single-digit
range for all groups.
Figure 3. Trends in prevalence of tobacco use by income group.
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Harm reduction
Based on responses to the 2014 ITC and 2017 GATS surveys, both awareness and use of harm reduction products for
tobacco cessation remains extremely small. Between 6.4-6.8% of respondents had heard of nicotine vaping products
or e-cigarettes, 0.4-0.5% had ever used them, and only 0.2% of respondents to either survey were current users of
these products.
From a policy standpoint, there is no governmental policy regarding cessation support products, and nationally
representative data and evidence are presently lacking. A 10% duty was applied to e-cigarettes in 2017, currently
representing a very minor source of revenue.

Illicit trade
Bangladesh shares substantial boundaries with neighboring countries that are prone to illicit trade. However, there is
currently very little official data on illicit trade in tobacco. One official estimate from the World Bank, based on
industry intelligence data, places the level of illicit trade at less than two percent, which is insignificant.
The loss of revenue from illicit trade is estimated as being approximately four percent of tobacco revenues, however
this estimate is not based on nationally representative data. In addition, no data currently exists for illicit trade in
smokeless tobacco. This is a potential area for further investigation, given the geographic boundaries that exist with
neighboring countries.
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Tobacco employment and farming
As of 2014 figures, total employment in tobacco included 129,022 people in manufacturing and 244,555 people in
farming, a majority of whom were female (59% and 67% respectively). These figures represented 2.5% of all
manufacturing employment and 0.5% of all employment1.
For farming, direct profit from tobacco cultivation per bigha (equivalent to 0.33 acres) is BDT 21,214. However, this
figure reduces to BDT 9,468 when unpaid family labor and tobacco cultivation related health costs are considered.
Inclusion of environmental costs further reduces the profitability of tobacco farming causing a net loss to the society
by BDT 22,156 (Hussain et al 2020).

Conclusions
This scoping analysis identified numerous gaps for future study:
• Evidence for cessation evidence is mixed. In particular, it is unclear why current actual quit rates are low amidst
high risk perceptions and high intentions to quit.
• There is currently a lack of data on the acceptability, a ordability and prevalence of harm reduction products in
Bangladesh.
• Estimates of illicit trade are uno icial and are not based on scientific methods.
• Employment data is outdated, and data on alternative livelihoods are not available.
More important, this study underscored the challenges that Bangladesh currently faces in meeting its target of a
tobacco-free society by 2040, including:
• The initial burden of tobacco use was very high, including a high level of tobacco prevalence, over 125,000
tobacco-related deaths per year, and annual tobacco-related health costs totaling approximately 1.4% of GDP.
• Initial preparedness for tobacco control in the immediate post-FCTC period was low.
• Progress in the enactment and implementation of policies has been challenging, with ongoing compliance
issues and mixed outcomes.
• There is a lack of readiness to address the unintended consequences of current tobacco control e orts,
including illicit trade, adverse impacts on tobacco-dependent livelihoods, and the financial burden on the poor
who fail to quit in the absence of adequate cessation support.
• The impact of tobacco control e orts is a far cry from the public health goals of a tobacco-free society, and
alternative policies for reducing the tobacco burden should be considered.

Sources: Statistical yearbook of Bangladesh 2014, Bangladesh Bureau of Statistics, January 2016
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Scoping Study on Tobacco Economic Ecosystem in Indonesia
Penabalu Foundation, Indonesia.

Key Highlights:
• Smoking continues to increase in Indonesia, and related economic and productivity losses due to
tobacco-attributable diseases are a major economic burden.
• Tobacco farming and production is a major industry, with numerous smallholder farmers and producers
whose issues must be addressed in tobacco control e orts.
• Future issues include excise tax policies, harm reduction and the welfare of tobacco farmers.

Introduction
This presentation is a summary of a scoping study examining the tobacco economic ecosystem in Indonesia,
sponsored by two foundations, which has been underway since July 2020.
Indonesia is home to the world’s fourth-largest population, with over 275 million people. It has a relatively young and
rapidly urbanizing population. Unfortunately, these trends are substantially affected by a high rate of tobacco
prevalence and consumption, concomitant public health issues, and productivity and economic losses due to
tobacco use.
Tobacco use patterns in Indonesia vary substantially from those of many other world countries. In particular,
Indonesian smokers tend to consume cigarettes known as kreteks, made from a mixture of cloves and tobacco,
compared with regular tobacco cigarettes (known as “white cigarettes” in Indonesia). In addition, tobacco farming
and production form a major part of Indonesia’s economy, with more than 10,000 tons of tobacco produced annually
and approximately 3,000 tobacco producers.
The aims of this study are to help end the Indonesian smoking epidemic, look at the economic costs of tobacco use,
and figure the health burden associated with tobacco. It included situational studies to evaluate current economic
issues, evaluate the public health aspect of tobacco products, finding alternatives to harm-reduction as a method to
quit smoking, and examining tobacco cessation programs. Its deliverables, at a local and national level, include:
• A summary of key economic issues, tobacco control measures, and policy gaps related to tobacco.
• Roadmaps to shape regulatory policies on tobacco control and its economic aspects, an advisory committee on
tobacco economic issues in Indonesia, and a longer-term project proposal based on the results of this work.

Tobacco cultivation in Indonesia
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Tobacco and clove cultivation in Indonesia is centralized within 2 islands, Java and Nusa Tenggara, as shown in
Figure 1. East Java, Central Java, and West Nusa Tenggara have more than 10.000 hectares of tobacco cultivation,
and produce more than 10.000 tons of tobacco yearly. A field study was performed in Temanggung (the “City of
Tobacco) in Central Java) and East Lombok in West Nusa Tenggara, the results of which will be discussed later in this
document.
Figure 1. Summary of tobacco and clove production in Indonesia.

National concerns on health and smoking
The leading causes of death in Indonesia have undergone a major shift over the past three decades. While in 1990,
non-communicable diseases ranked closely with communicable diseases as the leading cause of death (47.6%
versus 43.8%), by 2017 noncommunicable diseases became the nation’s biggest killer by far at 75.5%.
Much of this change is due to lifestyle factors, with smoking among the major risk factors, while harm reduction
products as an alternative to reduce health risks and smoking prevalence has not been widely introduced. For
tobacco in particular, the national mortality rate attributable to tobacco was 88 people per 100,000, with ten of
Indonesia’s 34 provinces having a mortality rate above the national rate. For stroke, the leading cause of death, the
national average of stroke prevalence was 10.9%, with 14 provinces above the national average.
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Figure 2 shows the disability-adjusted life years (DALYs) of non-communicable diseases attributable to smoking in
2017, including stroke (554 per 100,000 population), ischemic heart disease (645 per 100,000), COPD (361 per
100,000), diabetes mellitus (151 per 100,000) and combined tracheal diseases, bronchial diseases, and lung cancer
attributable to smoking (207 per 100,000).
Figure 2. DALYs (Disability Adjusted Life Years) of Non-Communicable Diseases
Attributable to Smoking in 2017.

(Source: Institute of Health Metric and Evaluation (IHME), 2020)

Figures from the Ministry of Health (Balitbang data, 2019) show that losses due to smoking attributable diseases
reached one-third of the national GDP. Productivity losses due to smoking-attributable diseases reached 4,180.27
trillion rupiah this year, while economic losses due to the tobacco diseases totaled 375 trillion, which is close to one
fifth of the national budget and represent a major economic issue for Indonesia.

Economic issues in tobacco use
Smoking consumption in Indonesia has increased over time in all income quintiles, with figures for male smokers
between 2012 and 2017 shown in Table 1. Prevalence rates range from 58.4% for the highest income quintile to
82.0% for the lowest income quintile as of 2017. While cigarettes are not a staple food, these high consumption levels
are harmful to family income, with the price of cigarettes contributing to the poverty factor by 11.38% in rural areas
and 12.22% in urban areas.
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Table 1. Tobacco prevalence levels between 2012 and 2017, by income quintile.
Male Smokers %

Income Quintiles
2012

2017

Upper

57.8

58.4

Middle Upper

68.0

70.2

Middle

76.5

73.3

Low-Middle

78.8

77.1

Low

80.5

82.0

(Source: Indonesian Health Demographic Survey, 2017, from ATLAS TOBACCO INDONESIA 2020.)

Looking at tobacco farming, in 2017 Indonesia's total tobacco exports totaled 29,134 tons and imports were 121,390
tons, with 55.2% of imports coming from China and Brazil. Over 10,000 households are currently involved in tobacco
farming, and cigarette production in 2018 was 332.38 billion sticks. At an excise rate of IDR 1.000 per stick of excise,
this volume could represent over IDR 332 trillion of potential revenue.
From the perspective of the Government of Indonesia, the Indonesian Mid-term National Development Planning for
2020-2024 focused on goals including improved disease control, disseminating healthy living habits, strengthening
the healthcare system, and developing new sources of financing. However, the Ministry of Finance has identified a
number of serious problems and challenges confounding these goals, including the impact of decreasing cigarette
excise income, illicit trade, the loss of local tobacco and clove farmers, getting political support and commitment
from the parliament, and national inflation.

Field survey
A survey questionnaire was designed and administered for tobacco farmers in Temanggung in Central Java and East
Lombok in West Nusa Tenggara. In the Jakarta region, the survey also looked at the users of Electronic Nicotine
Delivery Systems (ENDS) as alternative products to reduce the prevalence of smoking.
Brief findings for the Temanggung group were as follows:
•

41.7% started tobacco business before 2000 and 58.3% in the 2000s. Most farmers started around the age of
20, and the latest entered the field in 2015.

•

100% of respondents felt child labor was unethical, unsuitable for the environment, and inappropriate.

•

100% respondents said the current tobacco market conditions are unfavorable

•

Factors that most determine tobacco price include weather, quality, and middlemen. It is not easy to set a
good price for tobacco so that farmers do not lose out in their business.

•

The price of tobacco is determined by the graders.

Economics of Ending Smoking, Volume 1

86

Responses from farmers regarding their preferences for partnership are summarized in Figure 5, and show a wide
distribution of responses.
Figure 5. Responses from farmers regarding preferences for partnerships.

Partnership
Prefers tandem partnership as a
better effort to improve tobacco
business environment

20%

30%

Prefers working without partner

Prefers working with government

13%
Prefers working in a group

15%

22%

Prefers working without factories

Brief findings from the field survey in East Lombok include the following:
• Farmers have been planting tobacco as early as the 1980s
• Partnering with cigarette companies seems to be the most preferable arrangement
• Current market conditions appear to be favorable due to better prices
• While controlling tobacco prices is expected to be a government responsibility, these are still fully determined by
tobacco companies and their middlemen.
• Tobacco farmers do not perceive they have experienced losses in the tobacco production process. However,
economic calculations show they have su ered losses but could not get out of this situation.
• Respondents viewed child labor di erently, with some feeling it was good in the sense of learning to make
money, others feeling that child labor is cheaper, and still others feeling that children should never be involved.
For farmers who partner with tobacco companies, child labor is prohibited.
Brief findings from the field survey in Jakarta include the following:
• The Indonesian government is debating the legislation of ENDS/e-cigarette as it overlaps with tobacco laws and
medical drug policies, as the result, the government has not yet introduced inclusive regulation for Electronic
Nicotine Delivery products in Indonesia.
• The only regulation on the other processed tobacco products/e-cigarette is the maximum excise rate of 57%
released by the Ministry of Finance no.146/PMK.010/2017.
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• During October to December 2018 e-cigarette excise contributed around IDR 154 billion to government revenue
and increased by 277% to IDR 426 billion in 2019.
• The Indonesian government has hesitated to recommend ENDS for reducing smoking prevalence rates, due to
limited evidence of e ectiveness and safety – as the available research on the e icacy of ENDS use for smoking
cessation is limited.
• E-cigarettes are currently used by both smokers trying to quit and youth who never smoked. From the survey,
83% of respondents have switched from cigarette and 17% never smoked.
• Factors associated with current cigarette smokers switching to e-cigarettes include but are not limited to: less
second-hand smoke exposure (44%), less harmful (39%), pathway to quitting smoking (29%), and mimic the
sensation of cigarette smoking (32%).
• 78% of users purchase the products from o icial outlets, and the rest are from online markets and black
markets.
• The majority of respondents are male (85,4%), which is in line with national data in 2020, where the number of
male e-cigarette users was higher than female users (67% versus 33%).
• 51% of users were adult (26-40 YO) and 44% were youth aged 15-25YO, and national data of e-cigarette user’s
characteristic in 2020 is 43% were young adult aged 25-34 YO, followed by adult 35-44 YO (26%) and youth 18-24
YO (21%).
Figure 6. User responses regarding reasons to switch from
combustible cigarettes to e-cigarettes
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Prognosis
Some of the issues raised by this scoping study to date include the following:
• Increasing excise taxes on tobacco products has not significantly reduced the prevalence of smoking.
• The government is not utilizing tobacco excise tax as a control over tobacco consumption, which is needed to
support the improvement of population health and welfare.
• There is still a lack of coordination among stakeholders to work together to reduce the prevalence of smoking in
Indonesia.
• The value of harm reduction products should be viewed in a broader perspective.
• The government has not adequately regulated the use of harm reduction products to complement the current
smoking cessation program.
• As the number of cigarette smokers among children is increasing exponentially, the current national smoking
cessation program is targeting this age group but disregarded any strategies to reduce health risks of the current
62 million addict smokers.
• There are no regulations and strategies developed to support the research of harm reduction products that
prove the e icacy of the products for smoking cessation.
• The tobacco industry has not been optimally promoting welfare and awareness of health hazards for those
working in tobacco farming.
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Dynamics of Pakistan’s Tobacco Economy – A Situational Analysis
Quality Belligerence (QBal), Pakistan.

Key Highlights:
• Smoking prevalence in Pakistan is decreasing among men but not women, and at a rate that is below
WHO target reduction levels.
• Despite ratifying the WHO FCTC in 2004, enforcement and implementation of tobacco control laws in
Pakistan remain weak, and cessation is poorly addressed.
• Work remains for moving forward with harm reduced products to support smoking cessation.

Introduction
Pakistan is the fifth-most populous country in the world, and is strategically located at the junction of three World
Health Organization (WHO) regions, bordering on Afghanistan, Iran, China and India. So any health intervention that
takes place in Pakistan can trickle down to neighboring countries and affect a very large population.
As background for this situational analysis, WHO has set a 2014 target of a relative 30 percent reduction in tobacco
use by 2025, but also states that with the current level of interventions, only a 23.4 percent target would be achieved.
Article 14 of the WHO Framework Convention for Tobacco Control (FCTC), which addresses demand reduction and
helping tobacco users to stop using tobacco, is one of its most neglected areas: only 23 countries are protected by
this measure, 160 countries are partially protected, and 32 countries are not protected at all.
The United Kingdom has adopted harm-reduced products as a key cessation tool, helping thousands of people
switch from combustible smoking, and these have been found to be twice as effective nicotine gums or patches. A
similar approach may help other countries achieve or go beyond the 30 per cent target for tobacco control. While
WHO describes nicotine replacement therapy as the most effective tool for cessation, NRT is not available in 62 of 195
countries. In the Eastern Mediterranean (EMRO) Pakistan is in, only 16 countries have NRT available, and while
Pakistan is supposedly has NRT available, realities on the ground are different. This is a vital area for future research.

Tobacco use in Pakistan
Pakistan has a population of close to 220 million people as of its 2017 census, and more than 160,000 thousand
people die because of tobacco related illnesses every year. In Pakistan, tobacco is used in both smoked and
smokeless forms. Smoked forms include hand rolled bidis, combustible cigarettes and pipes. Smokeless tobacco
includes local forms such as pan, naswar, gutka and zarda.
Surveys used in this scoping analysis for tobacco use include the national Pakistan Demographic and Health Survey
(PDHS) conducted in 2012-13 and 2017-18, the Global Adult Tobacco Survey (GATS) conducted in 2014, the Global
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Youth Tobacco Survey (GYTS) conducted in 2003 and 2013, and the WHO STEPS survey for chronic noncommunicable disease conducted in 2014. Key tobacco usage statistics include the following:
Tobacco use prevalence: According to PDHS 2012-2013, the tobacco use prevalence in males was around 45
percent, while STEPS data showed that 13.9% of the population (28% of men and 4% of women) were daily smokers
and 6.9% (9.9% of men and 4.7% of women) used smokeless tobacco. Overall tobacco use statistics for men are not
present in STEPS, hence these figures are not comparable with other surveys unless we look at the number of males
smoking. This is a major gap, making it difficult to set a baseline to compare against tobacco control policies.
Prevalence trends: Comparing the 2012-13 and 2017-18 PDHS surveys, smoking is decreasing in men overall, but
increasing in age groups from 35-39 and 45-49. For women, smoking was increasing in all age groups, and tobacco
use was increasing in the majority of the age groups until age 35. Tobacco use overall has increased for women more
than for men.
Smoking and tobacco use both decreased with increasing education among men, however tobacco use increased
among more educated men between 2012-13 and 2017-18. Also, people in lower quintiles of wealth are smoking
more for both men and women compared to those in the higher quintiles.
Smoke free laws and secondhand smoke. Despite current smoke free laws in Pakistan, enforcement is weak.
According to GYTS 2013-2014, 20.3 percent of the students have seen someone smoking either inside their school
building or in the vicinity of their school. GATS 2014 data showed that 16.8 million adults were exposed to tobacco
smoke at their workplace, 21.2 million were exposed at restaurants and 49.2 million were exposed while using public
transport.
There is unfortunately a large variation in data sources regarding secondhand smoke. According to STEPS 2014, 27.3
percent of individuals were exposed to secondhand smoke at home, but GATS figures were nearly double at 48.3
percent. Similarly, according to STEPS, 16.5 percent of adults were exposed to secondhand smoke at their
workplace, but GATS data was around four times more at 69.1 percent.
Youth smoking. Pakistan is one of the youngest countries in the world, with around 35 percent of its population
below 14 years of age and 64 percent below 29 years of age. The legal minimum age for smoking in Pakistan is 18
years, but the enforcement of laws governing the legal age is weak and underage smoking is a major problem in
Pakistan. Seven percent of 13- to 15-year-olds were able to buy cigarettes from a store and 45 percent were not
prevented from buying due to being underage.
According to STEPS 2014, the mean age of initiation of smoking was 22 years. According to findings from GYTS, 13.3
percent of boys used any tobacco products and 9.2 percent were smoking tobacco, while 6.6 percent of girls used
any tobacco products and 4.1 percent were smoking tobacco.
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Tobacco and expenditures. According to the 2018 Pakistan Household Integrated Economic Survey, comparing
tobacco user and non-user households, tobacco user households were spending less on education, transportation,
clothing, health and housing compared to non-tobacco user households.
Smoking among healthcare professionals. A review of published studies from Pakistan that assesses smoking
behaviors of health professionals showed that between 32.7 and 37 percent of health professionals, such as doctors,
paramedics and medical students, are currently smokers. According to the Global Health Professional Students
Survey, around 10 percent of health profession students were smokers and 20 more than 25 percent were cigarette
experimenters.
Smokeless tobacco use. Other than smoked tobacco, smokeless tobacco use is also prevalent and is not regulated
in Pakistan. Table 1 shows a breakdown of the different types of tobacco being used by men and women in Pakistan.
Table 1. Types of tobacco used in Pakistan.

Source: PDHS 2017-2018.

Cessation
According to GATS, one in every four smokers tried to quit smoking in the last 12 months. However, Pakistan’s report
to the FCTC in 2018 has no discussion of diagnosis and treatment of tobacco dependence and counseling services
for cessation of tobacco use in any national plan. While NRT was added to the National Medicines List in 2018, it is
unclear what level of help is available at the primary, secondary or tertiary level, and there is also no data or statistics
related to usage of NRT. Compared with other benchmark countries, GYTS data showed that a vast majority of youth
smokers ages 13-15 in Pakistan (57.9%) do want to quit, showing the need for effective tools to help young people
quit smoking.
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Tobacco regulatory framework
Pakistan lacks a well-articulated right to health in its Constitution. In 2010, health was devolved in Pakistan from the
federal level to the provinces, and there is still confusion and a lack of ownership about the role of the provinces
versus the federal level.
While the WHO FCTC was ratified in Pakistan in 2004, no tobacco control laws have subsequently been enacted – all
currently existing laws were formulated prior to FCTC, and tools just being developed to implement and carry out
these laws. Moreover, these laws were enacted by non-elected governments and continued after political debates by
the Parliament, so there is an ownership issue as well.

Tobacco production
Pakistan is among the top 10 raw tobacco producers in the world, however tobacco is not a major crop in Pakistan.
Several varieties of tobacco are grown in Pakistan, with Virginia tobacco being the largest type. Its roughly 75,000
tobacco growers include around 45,000 growers located in the province of Khyber Pakhtunkhwa (KPK), which shares
a boundary with Afghanistan. In addition, tobacco was offered in KPK only as an alternative to poppy crops under the
UN narcotics control conventions.
Pakistan’s tobacco industry is not state owned, but the Pakistani government has established a Pakistan Tobacco
Board that regulates the tobacco industry from growing to manufacture, and tobacco accounts for a substantial
amount of revenue. There are approximately 53 tobacco companies in Pakistan, of which two are multinationals:
Pakistani Tobacco Company, which is a subsidiary of British American Tobacco, and Philip Morris International,
which together account for 74 percent of all tobacco grown.
The Pakistan Tobacco Board is a statutory semi-autonomous corporate body, and the tobacco value chain is highly
regulated in Pakistan. Economic activity generated by the tobacco industry is around 2.2 billion US dollars, and the
industrial output share of the tobacco industry is around 1.1 percent. However, the labor force employed by the
tobacco industry is just 0.4 percent of the agricultural labor force.

Costs of tobacco use
Between 2015-2017, the annual per capita health expenditures in Pakistan was around 45 dollars, which is one of the
lowest compared with other countries such as Iran (475 dollars per capita) and China (440 dollars per capita).
Looking at expenditure on health as a percentage of GDP, Pakistan only spends around 2.9 percent of its GDP,
whereas India spends 3.53 percent and China spends 5.5 percent.
In 2010, for the first time, a study was done that calculated the economic burden of smoking-attributed illnesses in
Pakistan. Looking at three diseases (lung cancer, chronic obstructive pulmonary diseases and cardiovascular
diseases) around 1.37 billion US dollars were spent for 2018-19. This represents around 0.41 percent of GDP
compared with a total contribution of the tobacco industry to GDP of 0.23 percent. Switching from combustibles to
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harm reduced products for nicotine, could possibly be a win-win situation where sales losses due to tobacco would
not be lost, and there would be a contribution to GDP as well.
In Pakistan, most spending on health is out of pocket. Of the 41 dollars spent on health care per person in public
hospitals in 2016, 26 were out of pocket and only 11 dollars were government spending, and for those who go to
private hospitals, all costs are out of pocket. Private health insurance seeking behaviors are very low, and less than
five percent of men and women get good health insurance at any stage.

Illicit trade
Illicit trade is a major problem in Pakistan. According to the Federal Board of Revenue in Pakistan, increased taxation
is leading to an increase in the illicit segment, whereas tobacco control advocates claim that a lack of enforcement is
responsible for this. Illicit products have grown from 23.7 percent of the tobacco segment in 2014 to 41.9 percent
today, which is a major increase. Moreover, illicit tobacco producers have a strong influence in the current
government.
In 2013, Pakistan was ranked as the fourth highest in Asia for its share of the illicit cigarette segment. The segment
consists of smuggled cigarettes (11 percent) and local taxable cigarettes (89 percent). From the year 2000 onwards,
while there has been a decrease in the sales of cigarettes in Pakistan, this has in fact been a sign that the illicit
segment is growing, versus consumption going down.
Today approximately 1 out of every 4 cigarettes sold in Pakistan is illicit, which is 137 basis points higher than the
global average. In 2014, more than 19.5 billion illicit cigarettes were sold in Pakistan, and on average more than 1.6
billion illicit cigarettes are sold in Pakistan every month. The illicit segment has grown by 43.5% over the past six
years while tax-paid cigarette volume has declined by 11%. On average, more than 1 billion illicit cigarettes are added
annually to the illicit segment in Pakistan.

Tobacco economics issues
Tobacco taxation policy in Pakistan has evolved substantially over time. In 1989 two tiers of value added tax were
introduced, but in 2013 this value added tax was abolished in favor of two tiers of specific tax. In more recent years,
the government has shifted between two tiers and three tiers of taxes, with a two-tier system being most recently
implemented in 2019. The basic rationale for these shifts includes fulfilling FCTC requirements as well as controlling
the illicit segment.
While the contribution of the tobacco industry actually decreased in 2018-19 compared with 2016-17 and 2017-18,
the volume of federal excise duty actually increased despite this. Illicit consumption has declined by around 14
percent in 2017, representing the first time since 2013 that the illicit segment in Pakistan has fallen, although it is still
very significant.
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Table 2 compares cigarette prices and taxes of the most sold brands in Pakistan with neighboring countries. While tax
rates in Pakistan were the highest at 56.4 percent, its cigarettes were the cheapest at around 40 cents. There is
substantial variation in cigarette pricing between the countries measured.
Table 2. Cigarette prices and taxes for most sold brands in Pakistan and
neighboring countries.
Cigarette Prices & Taxes of the Most Sold Brand 2018
Price/pack of 20 (local Price in International PPP$
currency)

Price in US$

Total Taxes (%)

Pakistan

PKR

48

1.60

0.39

56.4

Afghanistan

AFN

30

1.50

0.41

4.1

Iran

IRR 45000

3.68

1.02

21.7

India

INR

190

10.51

2.77

54.0

China

CNY

14.07

4.02

2.06

55.7

Source: WHO 2019-Appendix Table 9.1
Source: WHO, 2019.

In Pakistan, any product that consists of tobacco, either combustible or non-combustible, is covered under the
Prohibition of Smoking and Protection of Non-Smokers Health Ordinance of 2002. However, harm-reduced products,
which consist of nicotine and not directly tobacco, do not come under this law. E-cigarette machines have a 20%
import duty, and e-liquids are taxed at PKR 10 or USD 0.062 per ml. There are multiple custom codes under which
these harm-reduced products are imported into Pakistan.

Harm reduced products
Within the region, e-cigarettes are permitted in Pakistan and China, banned in India and Iran, and there is no policy
for them in Afghanistan. Types of harm reduced products available in Pakistan include open and closed vaping
systems, tobacco heating devices, nicotine sources such as e-liquids or juices and nicotine salts, and NRT. In 2020 a
snus-like product called Velo was introduced in Pakistan by British American Tobacco for around 60 cents a pouch, a
price that is greatly subsidized compared with Western nations.
A cost comparison of harm reduced products versus combustible cigarettes showed that while harm reduced
products do have an initial high cost, there is a reduced cost in terms of long term health costs, and can also lead to
reduced duty-free losses. Given that harm reduced products have been shown to be 95 percent safer than normal
combustibles, this may help generate a debate for harm reduced products to be subsidized.
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Little or no data exists nationally in Pakistan on harm reduced product usage, but local studies have shown that 39
percent of people report using electronic cigarettes, while around 81 percent of people showed the intention of
wanting to use e-cigarettes. A basic reason for why these respondents were not using e-cigarettes was because of
their high price.
A survey of e-cigarette price variability in different stores showed a great deal of price variability across the five most
used products – one brand, for example, was available for 21 dollars at one store, 16 dollars at another, and 27
dollars at the third store. This reflects that prices for harm reduced products are currently not regulated.

Conclusions
This scoping analysis identified numerous gaps for future study:
• A proactive approach is needed for policy, with primary Pakistan-specific research accounting for realities on the
ground
• Primary data specific to harm-reduced products are needed together with GATS and GYTS data to get a true
picture of increases or decreases in tobacco users
• The validity of tobacco and health costs reports remain a question mark
• Laws for tobacco control exist in Pakistan, but enforcement and implementation remain weak
• Most e orts are focused on FCTC articles surrounding demand reduction, while cessation is completely
neglected..
Recommendations for moving forward with efforts to end smoking in Pakistan include:
• Introduce an umbrella tobacco control policy, with a dedicated section on harm-reduced products
• Develop Pakistan-specific research, understanding that its dynamics of tobacco use are di erent from other
countries, in order to design strategies for more workable solutions.
• Conduct an analysis of tax policy of Pakistan with regards to the negative externalities and internalities on
taxation of di erent products such as tobacco, cement, telecommunications and sugary drinks, to see if these
policies have helped achieved the desired results and can inform a model for harm-reduced products
• Perform research, employing di erent economic models, to justify that harm-reduced products should have
progressive taxation to produce products with limited risk
• Suggest a taxation regime for harm reduced products
• Compare taxation and complementary health regulations to know which are more e ective. For example,
compare the current 57% tax on cigarette with complementary measures such as graphical health warnings or
bans on tobacco advertising, promotion and sponsorship (TAPS).
• Promote an advocacy campaign targeting law and policymakers, media practitioners, and health rights activists
to create a more friendly regulatory environment for harm-reduced products
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• Perform a comparative study of the health costs of combustible tobacco products versus those of harm-reduced
products
• Compare the per capita costs of nicotine replacement therapy (NRT) and harm-reduced products to see if harmreduced products should be adopted as part of the essential drug list
• Perform a legal analysis to chalk out a way forward for regulations for harm-reduced products
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Discussion: Electronic Cigarettes & Tobacco Harm Reduction
This article summarizes a discussion by Foundation staff and attendees of publicly available research and
presentations on e-cigarettes and harm reduction issues.

Key Highlights:
• E-cigarettes are very low risk products that represent a 95% risk reduction compared with smoking
combustible tobacco products.
• They are e ective smoking cessation aids that carry no cost to governments and are the most popular
cessation aids for smokers.
• E-cigarette use in youth is mostly experimental and largely confined to smoking youth. Strong and rapid
reduction in youth smoking rates have been observed over the past several years.
• E-cigarettes are currently the strongest competitors to tobacco cigarettes, and over-restrictive regulations
unintentionally protect tobacco cigarette sales. With proper regulation, including not banning these
products, e-cigarettes represent a historical opportunity to eliminate smoking.

Introduction
This discussion looked at the basic principles behind tobacco harm reduction. Despite knowing its health risks for
over 55 years, over a billion people continue to smoke, and the scientific community has largely failed to provide
effective smoking cessation tools in the form of medications. One study (Rigotti et al., Circulation, Jan 2010) shows
that finding that at a follow up of 52 weeks, the success rate was only about 20% for one medication – and for
nicotine replacement therapy (NRT), the success rate was only around 7%. This study involved people who had
already had a first myocardial infarction and were very motivated to quit, so these are very poor results.
All harm reduction strategies reduce the harm from a dangerous act or behavior. Seat belts, for example, do not
eliminate the risk of being injured or killed in a car accident – they just reduce it compared to not wearing a seatbelt.
Medicine is, by definition, harm reduction: many popular medications and procedures have a long list of side effects,
some of which are dangerous. There is no absolute safety in anything we do, and a harm reduction approach doesn’t
eliminate harm, but reduces it.
The basic principle, through which all medications or medical procedures are approved, is the risk benefit ratio. This
ratio implies that there may be some risk, which in the case of tobacco harm reduction is to continue to smoke. Or
even, in some cases, for people to initiate smoking while they have been non-smokers before. Conversely, the benefit
with tobacco harm reduction is to quit smoking by using a less harmful alternative.
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Why tobacco harm reduction is needed
Looking at smoking cessation globally, quitting by yourself is the most popular but the least effective method – only
5% of people who tried to quit by themselves succeed when you follow them up after a year. Quitting with the use of
medication, in the best case scenarios, the success rate is something like 30-35%, and can be much lower. And many
smokers are unwilling to ask for medical help, because many people consider smoking to be a bad habit or lifestyle
choice.
This means that about 7 or 8 out of ten smokers are either unwilling or unable to quit with currently approved
methods. Given that 50% of smokers die prematurely from smoking-related disease, this is a choice of “quit or die.”
Tobacco harm reduction can be used as an additional option – a supplementary option, not as a substitution for all
other options. This gives us another option, which is “quit or switch”, with harm reduction products that maintain
nicotine intake.
The most important issue for regulators to understand for tobacco harm reduction is the safety risk profiles of these
products. Smoking involves the combustion of organic material: a cured tobacco product that has up to 800 or even
900 degrees Celsius at the core of the burning tip when a smoker takes a puff. It makes little difference whether you
are burning cured tobacco leaves or something else. This combustion process that creates toxins that are inhaled
subsequently by the user.
In the case of an e-cigarette, by comparison, the temperatures of evaporation of a liquid are about 100 to 450 degrees
Celsius. Heated tobacco products involve temperatures between 250 and 350 degrees. Another harm reduction
product is snus, which involves no heat and a very different process of absorbing nicotine by putting a tobacco or
even a non-tobacco nicotine pouch under the lip. We need to clarify, consistent with the medical literature, that
smoke means combustion and without combustion, you cannot talk about smoke.
Figure 1. Construction and thermal characteristics of e-cigarettes.
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E-cigarettes are a very simple concept. They have a mechanical and an electrical part, with a basic concept of having
an electrical device, a resistance and some liquid which is evaporated by hitting the resistance. The electronics part
has a lithium battery, and the mechanical part is the atomizer, which is basically a tank system for where you store
the liquid and where the operational process takes place. And of course, the liquids are the consumables, and these
liquids are mainly composed of very simple ingredients.
No ingredient has been created just to be used for e-cigarettes. All of their ingredients have been approved for
human consumption, but mainly through ingestion or even intravenous or topical use for medications. Glycerin, for
example, one of the main humectants, was approved for use in food, cosmetics and medicines in 1959. and
propylene glycol was approved in 1982 by the FDA. Several animal studies have looked at the effects of these
compounds without finding any toxicity.
It is also important to understand that no disease that has been linked to e-cigarettes. There are, of course, several
studies which provide some mechanisms of disease, but you need to understand that they usually – but not always –
involve overdose with nicotine, with a cigarette aerosol. For example, some mice weighing 60 grams being exposed
to a human exposure dose of 75-70 kilograms.
There are case reports of disease suspected to be caused by e-cigarettes, but this doesn't mean that the e-cigarette is
causally linked and that everyone is going to develop that disease. Case reports are published every day for almost
all approved medications. For example, between 2000-2011 in the UK there were almost 275,000 adverse reaction
reports to the MHRA, and there were 12,000 deaths – all from approved medications. So case reports can happen
and can exist, we will see more, and of course these products are not risk-free. But it doesn't mean that there is a
causal link between these products and causing disease.
Another important issue for tobacco harm reduction is to differentiate nicotine effects from smoking effects.
Unfortunately, this is one of the biggest misconceptions, not only among non-experts, but also among the medical,
the scientific, and healthcare community. Prof. Michael Russell in 1976 discussed that nicotine has minimal risk,
although not zero risk. We also know there are potential pharmaceutical benefits of nicotine intake. Recently, for
example, there was a study finding that the nicotine effect of smoking reduces the risk of developing Parkinson's
disease, and there are more studies of neurological benefits of nicotine intake.
People do not die or get disease because of nicotine – they die because of the smoke and the combustion particles
that they intake. Nicotine has been an available medication for many years and is even approved for lifelong use as a
smoking substitute, because nicotine is not officially a carcinogen. It has minimal effects in the initiation and
propagation of atherosclerosis, and it's by far less harmful than continuing to smoke. This is one of the reasons why
the MHRA gave approval for long term nicotine use. There is no way that nicotine use is going to be more harmful
than smoking. This is a very simple concept, and the same pharmaceutical grade nicotine that is available in nicotine
replacement therapies is also available in e-cigarettes.
There are many studies looking at the chemistry profile of e-cigarettes versus tobacco cigarettes. For example, A
paper by Farsalinos and Polosa in 2014 showed the level of tobacco-specific nitrosamines is about three orders of
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magnitude lower compared to tobacco cigarettes. Another study by Shahab et al in 2018 examined biomarkers that
you can measure as metabolites in urine to understand the level of exposure. When you compare smokers, NRT
users who have quit smoking, and e-cigarette users, you see a big difference, with e-cigarette users being almost
identical to people who don't smoke anymore, as shown in Figure 3.
Figure 2. Relative levels of carcinogen exposure for smokers, NRT and e-cigarette
users.

Source: Shahab et al., Ann Intern Med 2018.

Biomarkers of toxin exposure are not zero even in non-smokers, because we are getting exposed to them in the
environment as well. One recent study measured the effects after switching from smoking to e-cigarette use for one
month, and these important biomarkers of harm, which are prognostic for future cardiovascular disease, showed a
significant improvement just one month after making the switch, as shown in Figure 4.
Figure 3. Improved function of arteries in four weeks after switching from smoking
to e-cigarette use.

Source: George et al., JACC 2019.
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There is a lot of debate about dual use of harm reduction products and smoking. In most if not all cases, e-cigarette
use partially substitutes some of the nicotine intake from tobacco cigarettes. Because every smoker is programmed
to obtain a specific amount of nicotine, dual users usually just share the nicotine intake between tobacco cigarettes
and e-cigarettes, and we expect a reduced level of exposure from tobacco cigarettes. One study (Farsalinos, 2015, Int
J Drug Policy) also found that many dual users were having a huge difference in tobacco cigarette consumption,
going from 20 cigarettes to five cigarettes per day.
A review of the chemical composition of e-cigarette aerosol compared to tobacco cigarette smoke (Stephens, 2017,
Tobacco Control) found that e-cigarettes and heated tobacco products have far lower cancer risk potencies,
approximately a 98% reduction for heated tobacco products and over a 99% reduction with e-cigarettes. So just
talking about harm reduction is perhaps a bit misleading: we need to talk about the level of harm reduction in order
for people to understand what is happening.
Another issue that has been debated recently is EVALI, or E-cigarette or Vaping-Associated Lung Injury, an outbreak
of acute lung disease and acute lung intoxication observed in the US from in August 2019 up to about January 2020.
This was a local outbreak where locally available products were available and caused the disease. It is now clear that
there were some thickeners used in illicit marijuana oils that contain vitamin E, and it seems that there is a
mechanism by which vitamin E causes this acute lung intoxication. Now, it is clear that e-cigarettes are by far lower
risk.
There is some discussion about accurately defining the level of risk reduction, and that is because there are no long
term epidemiological studies, but Public Health England tried since 2015 and in follow up revisions to provide a risk
reduction estimate of 95%. In the more recent publication, they used more than 400 studies, and the way to come up
with that was by looking at the chemistry and toxicology profile of the products, versus looking at the
epidemiological evidence of disease, which of course we don't have.
Based on that level of harm, this perfectly fits with a definition of tobacco harm reduction, and there is a vast
difference with tobacco cigarettes. But many other health organizations have explored and presented the lower risk
of harm for cigarettes. For example, the American Heart Association reported in 2014 that if a patient has failed
treatment, is intolerant or refuses to use conventional smoking cessation medication, and wishes to use e-cigarettes
in a quit attempt, then it is reasonable to support the attempt. This is a very common sense approach, which is
exactly what we need.
We don't want this product to substitute for all other tobacco control measures – we want them to be used as being
supplementary to other measures. NASEM, the National Academy of Science, Engineering and Medicine, reported in
2018 that e-cigarettes are likely to be far less harmful than combustible tobacco cigarettes. They say likely to be, of
course, because there is no long term epidemiological evidence in humans.
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Efficacy of e-cigarettes in smoking cessation
There have been various studies, including randomized control trials, which make it very clear that electronic
cigarettes promote smoking cessation.
Population use studies show a strong association between an e-cigarette user and being a former smoker. Most
people who use e-cigarettes regularly report that they have quit smoking, and have far higher odds of being former
rather than current smokers. In Greece, for example, 62.2% of e-cigarette users have quit smoking, and the odds of
quitting went up by over a factor of ten with daily e-cigarette use from 2014-2016. In the European Union, the odds of
quitting increased from a factor of 3.2 from 2012-2014 to a factor of 4.96 from 2015-2017 with daily e-cigarette use.
In a randomized trial published in the New England Journal of Medicine (Hajek et al., 2019, NEJM), e-cigarettes were
twice more effective than nicotine replacement therapies, as shown in Figure 5. This study was more of a real world
scenario, because participants were allowed to use any kind of cigarette and any nicotine replacement therapy
product, as well as a combination of any choice they preferred.
Figure 4. Data from a randomized trial showing that e-cigarette use was more than
twice as e ective as nicotine replacement therapy for one-year abstinence levels.

Source: Hajek et al. NEJM 2019Sha.

E-cigarettes are also the most effective smoking cessation intervention now in Stop Smoking Services in the UK, and
it was a major sign of progress that they endorsed e-cigarettes as smoking cessation tools. Moreover, they are rarely
used by non-smokers – regular frequent use is confined to a very low proportion of never-smokers.

Youth use of e-cigarette products
Usage by youth remains one of the big controversies with e-cigarettes, and is one of the reasons why very restrictive
regulations have been applied to these products. Data from 2015 that shows that daily use of e-cigarettes over a 30
day period among never-smoking youth was just 0.2%. Figure 6 looks at how these figures have changed in
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2017-2018; there has been an increase, but daily cigarette use or even frequent use among never-smoking
adolescents is very low.
Figure 5. E-cigarette use among never-smoking adolescents, 2017/2018.

Source: Farsalinos et al. 2020.

At the same time, smoking rates among US youth for combustible cigarettes have decreased at an unprecedented
rate. In the US, data from 2019 reports that current smoking in any of the past 30 days is observed among in 5.3% of
youth, and it's probably 1% of youth reporting daily smoking (Monitoring the Future, 2016). We are very close to
eliminating smoking in US youth, and over a period of growing e-cigarette popularity in the US, youth smoking rates
have been declining at an unprecedented rate.
That doesn't mean necessarily that e-cigarettes are the reason or the sole reason for that, and it's going to be very
hard to prove that. But there is no doubt that e-cigarettes have contributed to this very rapid decline to historically
low levels, as shown in Figure 7 in 2019 compared to a few years ago, when e-cigarettes started to grow in popularity.
In the UK, regular e-cigarette use by never-smoking youth is also extremely low.
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Figure 6. Smoking prevalence among middle-school and high-school students
between 2011 and 2018.

Source: Author figures.

Regulatory issues
The real issue is how to regulate tobacco harm reduction products. Of course, regulation is needed, as with all
consumer products, but regulation doesn't mean bans or strong restrictions that basically discourage people.
Of course, we need to ensure product quality and product standards to protect consumers. We need to promote
these products to their intended populations, which is current and former smokers. We need, however, a competitive
advantage for these products compared to smoking in terms of price, availability, and accessibility. One of the
problems with these products: is that they are technology products, so by definition, they are more expensive to
produce compared with tobacco cigarettes.
There are policies like taxation and differences in taxing of these products. Compared to tobacco cigarettes, this will
help promote a competitive advantage for these products compared to, say, tobacco cigarettes. We also need to
promote and be open to research and development, because we've seen very rapid progress in development of
much better products in terms of safety and satisfaction to the consumer.
Regulations should be reasonable, realistic and most importantly, risk-proportionate dependent on the level of risk of
the product. This is a commonsense approach that is applicable to any kind of product. But it is clear that
regulations for these products should be different from those for tobacco cigarettes. And a clear differentiation is key
also to properly inform the population, so that they make Informed decisions.
For example, there is a lot of discussion about flavors in e-cigarettes. But flavors are definitely needed by adults, and
it is rare to find adults using only tobacco flavors. Figure 8 shows the results of a 2013 study showing that most adults
were using different types of flavors regularly, not just one flavor, and many of them were not using tobacco flavors.
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Figure 7. Flavors in e-cigarettes used by adult former smokers.

Source: Farsalinos et al., IJERPH 2013.

It is also important for these products to deliver nicotine. This is crucial in their acceptability and in reducing nicotine
cravings for smokers. A product that does not effectively deliver nicotine is not going to be successful in substituting
for smoking, and nicotine should be delivered sufficiently and effectively from these products.
We need to of course regulate and control – but not ban – advertising and marketing, because we need to target
smokers and educate them about these products. We are seeing some optimistic signs from some countries that are
moving from bans to accepting these products as a tool to eliminate smoking, and they acknowledge that they play
a key role in that. The most liberal of all regulations is in the UK, where despite the EU restrictions vape shops are
opening inside UK hospitals. So we have some progress, but it's very slow.
Of course, you need to look at both the relative and the absolute harm of harm reduction products. Then see how
many non-smokers are using these products, and maybe even look at the harm and the risk of smoking. And look at
how many people may initiate smoking because of these products, which is something we call a gateway-tosmoking effect, which is very difficult to prove. In my opinion, these products do not have a gateway effect – there is
just common liability to use products like that.
Let’s look at two examples of how harm reduction works. One is nicotine replacement therapies, which are almost
risk-free – they are of course not 100% safe, but very close to that. But they have a very big problem: they are not
popular with smokers. Acceptability of use is extremely low, and very few smokers manage to quit smoking long term
with NRTs. So despite having an almost perfect product in terms of hazard and risk, because of the low popularity,
unfortunately, the public health benefit of NRTs is extremely small.
Next, let's look at what's happening in Sweden, which is the best case scenario that we have today – not with
cigarettes, not with tobacco products, but with snus. Snus has been used traditionally in Sweden and has a strong
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risk reduction potential. It is not of course 100% safe, and is not as safe as NRTs, but it is a very low risk product. The
big difference between snus and NRTs, however, is that snus has been extremely popular among Swedish and
Scandinavian smokers, especially males. So if you look at death rates from cardiovascular disease, cancer and allcause mortality in Sweden, there is a strong public health benefit from a more harmful product than NRT, which,
however, is a very popular product.
Having a perfect product in terms of in terms of safety means nothing in terms of public health risk. Of course, the
ideal situation would be to have a perfect product that is 100% safe and also extremely popular. But when you look
at public health benefits, you need to look at the combination of reduced risk and popularity. It makes no sense to
create a perfect product that no one wants to use.

Conclusions
In conclusion, we expect e-cigarettes to be extremely low risk, on the order of 95% risk reduction or more. For heated
tobacco products, current evidence also shows that there is a strong risk reduction, but I would say not as strong as
e-cigarettes. When you look at the chemistry and toxicology profile, they are somewhat more risky than e-cigarettes,
but there is still a big gap between heated tobacco products and cigarettes.
E-cigarettes are an effective smoking cessation medication, and we have growing evidence of this. We don't have a
lot of evidence yet about heated tobacco products. It has also been established that snus has been very helpful and
has contributed tremendously in Sweden in reducing smoking deaths.
As for youth and e-cigarettes, there is growing use, but most of this use is experimentation. Use by US youth, mostly
from US studies, has mostly been experimental and mainly confined to smoking youth, and youth with a small
positive smoking history. In never-smoking youth, it's still very low, and again, largely experimental.
All harm reduction products, not only e-cigarettes, are today the strongest competitors to tobacco cigarettes. So
when you apply over-restrictive regulations, you are basically – and unintentionally – protecting tobacco cigarettes
sales. Governments still fail to understand this, and we need to make this very clear.
It is inevitable that e-cigarettes will not be successful for all smokers, so we need a large diversity of products: these
products literally represent a historical opportunity to eliminate smoking. We would have been very close to this
happening today if governments were more brave in endorsing these products for smokers – not for the general
population, of course. But unfortunately, the opposite is happening. We have a strong inductive discouragement of
smokers in using these products.
In conclusion, tobacco harm reduction is fundamentally a human rights issue. According to the WHO Ottawa Carter
for Health Promotion in 1986, “People cannot achieve their fullest health potential unless they are able to take
control of the things that determine their health.”
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And empowerment in public health is ensuring people's access to information. We talk about balanced, reliable
evidence-based information on public health issues. And providing them the tools, and in the case of tobacco harm
reduction, of products that help them promote their health. Switching from smoking to tobacco harm reduction
products is a way of promoting their health.
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Discussion: E-Cigarette Policy Evaluation Research
This article summarizes a discussion by Foundation staff and attendees of publicly available slides created by Dr.
Michael Pesko (bit.ly/3pCsIGV), a health economist and an Associate Professor in the Department of Economics at
Georgia State University who has done extensive research to evaluate health policy changes affecting the use of ecigarettes.

Key Highlights:
• Current studies suggest that e-cigarette use as proxied by e-cigarette policies reduces smoking of
combustible cigarettes.
• Multiple studies on minimum legal sales age (MLSA) laws for e-cigarettes show these laws resulting in
increases in teen smoking by between 0.8 and 1.0 percent.
• E-cigarette taxes increase combustible cigarette use.
• If e-cigarettes are substantially safer than cigarettes, this would suggest that socially optimal e-cigarette
policy is low regulation of e-cigarettes.

Introduction
The introduction of e-cigarettes in the United States coincided with a period of substantial declines in cigarette use,
for both youth and adults as well as specific risk groups such as pregnant women. However, there is considerable
debate over policy interventions for e-cigarettes, particularly with regards to youth uptake. This presentation looks at
research on e-cigarette policies and their impact on tobacco use and public health.
Many studies used in the 2016 Surgeon General’s report on e-cigarettes (2016) explore the effect of current e-cigarette
use on future cigarette consumption, without using a source of experimental variable in current e-cigarette use.
Potential omitted variable bias may affect youth's propensity to both vape and smoke that are not observed in
survey data sources. This may explain why some studies cited in the Surgeon General report do not seem to match
trends in smoking rates, which are significantly falling while vaping rates are rising.
If there are strong positive externalities and internalities of vaping, we could have a negative social benefit of
regulating e-cigarettes, which may suggest the optimal policy is a subsidy rather than regulation. We already have an
example of this in the United States, at least within state Medicaid programs, where we pay for free or reduced price
nicotine replacement therapy for smokers who want to quit.

A history of e-cigarette regulation
The following is a summary timeline of e-cigarette regulation since their introduction in the United States:
• In 2007, e-cigarettes first entered the United States market.

Economics of Ending Smoking, Volume 1

109

• In June 2009, the Food and Drug Administration’s Center for Tobacco Products (FDA-CTP) was established by
Congress, with broad authority to regulate tobacco products.
• In March 2010, in the absence of immediate e-cigarette regulations from the FDA-CTP, New Jersey implemented
the first e-cigarette minimum legal sale age (MLSA) law, together with a comprehensive indoor use ban for
workplaces, restaurants, and bars.
• In August 2010, an administrative ruling in Minnesota resulted in the first e-cigarette tax in the nation.
• In April 2014, the FDA proposed new regulations to “deem” e-cigarettes and other tobacco products as subject to
regulations by the FDA-CTP.
• In May 2016, the FDA-CTP issued its final rule. Among other things, e-cigarettes are required to carry a warning
label, a national e-cigarette MLSA of 18 was implemented, and all e-cigarette products (and parts) must
eventually be approved by the FDA-CTP through a pre-market tobacco product application process, a provision
that has been delayed.
• By December 2016, seven states taxed e-cigarettes and 11 states had statewide indoor use bans.
• Between October 2017 and May 2018, FDA required e-cigarette companies to register with the FDA and provide a
list of ingredients.
• In November 2018, the FDA requested that e-cigarette manufacturers voluntarily comply with requests to not sell
e-cigarettes online without strict age verification, limit bulk purchases of e-cigarettes, and remove flavored ecigarettes from stores that minors can access. FDA threatened to remove e-cigarettes from store shelves if youth
e-cigarette use was not lowered.
• In 2019, under further scrutiny from the FDA and the press, Juul voluntarily ceased selling flavors besides
tobacco or menthol.
• In January 2020, an e-cigarette ban went into e ect in San Francisco (although tradition cigarettes remained on
the market). By this point 20 states had enacted e-cigarette taxes, 16 states had comprehensively banned the
indoor use of e-cigarettes, and eight states imposed temporary bans on the sale of all e-cigarettes or flavored ecigarettes.
• In February 2020, the FDA banned flavored cartridge-based e-cigarette products, other than tobacco- or
menthol-flavored products.
• By September 2020, all e-cigarette manufacturers were required to submit pre-market tobacco product
applications demonstrating appropriateness for public health, or be discontinued.
Much of the e-cigarette regulation is occurring at the national level in the United States, and it's harder to think about
how to might evaluate those changes when there isn’t an obvious control group. But state level regulations, in
particular the minimum legal age laws that were slowly adopted by different states at different points from 2011
through 2017, seems to provide a compelling source of variation that might be exploited, together with state-level
variations in e-cigarette indoor use bans and taxes. So most of the work to date has tended to look at those three
policies.
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Literature on minimum legal sales age (MLSA) laws
Three studies have used difference-in-difference models and have found that e-cigarette minimum legal sale age
(MLSA) laws increased teen smoking by approximately 0.8 to 1.0 percentage points (pp) (Friedman, 2015; Pesko et al.,
2016; Dave et al. (2019)). Friedman used the National Survey on Drug Use and Health, while other studies used data
from the Youth Risk Behavior Surveillance System.
A graph from the Dave et al. (2019) study in Figure 1 shows smoking rates over time. The dashed line is for the
smoking rate in states that without minimum legal sales age (MLSA) laws, while the solid line is states with MLSA
laws. This graph shows that there was an increase in smoking for states with MLSA laws after the law was
implemented, represented by the vertical line.
Figure 1. Smoking rates over time for states implementing (solid line) versus not
implementing (dashed line) minimum legal sales age laws for e-cigarettes, before
and after implementation

(Source: Dave et al., 2019)

A fourth study also used a difference-in-differences model and Monitoring the Future data to find that e-cigarette
MLSAs decreased high school senior smoking participation by 2.0 percentage points (Abouk and Adams, 2017). Also,
one study found that e-cigarette MLSA laws reduce smoking cessation during pregnancy by 0.8 pp among underage
pregnant teenagers (Pesko and Currie, 2019).
In Canada, one study (Nguyen 2019) used youth e-cigarette use from 2013-17 to study province-level e-cigarette
MLSAs, where difference-in-differences models suggest that MLSAs reduced e-cigarette use among youth by 4.3
percentage points, more than halving the increase that would otherwise occur. Youth were 2.6 percentage points
(18%) less likely to believe regular e-cigarette use poses no harm, while youth that vaped were 6.2 percentage points
(16%) more likely to self-report greater difficulty in obtaining e-cigarettes.

Literature on e-cigarette taxes and prices
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At least one published study has explored the effect of e-cigarette prices on youth e-cigarette use (Pesko et al., 2018),
based on quarterly prices across two years (2014 and 2015) of Monitoring the Future data. The e-cigarette elasticity of
youth participation was -0.6 for disposables and -0.4 for replaceable, but these results were statistically insignificant.
The elasticity of youth days vaping was -0.97 for disposables, and statistically significant.
Another study (Cotti et al. 2020) used Nielsen retail sales data for 35,000 stores from 2011 to 2017 to estimate cigarette
and e-cigarette price and tax responsiveness. They found that e-cigarette taxes increased e-cigarette prices, with a $1
rise in e-cigarette taxes reducing e-cigarette sales by 29% of the baseline mean and increasing cigarette pack sales by
18%, while a $1 rise in cigarette taxes reduced cigarette sales by approximately 13% and increased e-cigarette sales
by roughly 24%. In addition, these relationships were similar studying the effect of prices rather than tax rates.
Another study (Pesko et al. 2019) used National Health Interview Survey (NHIS) and Behavioral Risk Factor
Surveillance System (BRFSS) data from 2013-18 to find evidence that higher e-cigarette tax rates reduce adult ecigarette use and increase adult traditional cigarette use (i.e. economic substitution), with symmetrical effects using
traditional cigarette tax rates. Its results suggest that a proposed national e-cigarette tax of $1.65 per milliliter of
vaping liquid would raise the proportion of adults who smoke cigarettes daily by approximately one percentage
point, or 2.5 million extra adult daily smokers.
Finally, Abouk et al (2019) studied Pregnancy Risk Assessment Monitoring System data from 2016-2018 to find that a
$1 increase in the standardized e-cigarette tax reduces pre-pregnancy vaping by 1.3 percentage points (31.7%), and
reduces 3rd trimester vaping by 0.9 ppt (81.8%).

Other literature
Cooper and Pesko (2017) used national birth record data from 2010-15 to find that banning indoor vaping in bars,
restaurants, and private workplaces increased any prenatal smoking by 0.9 percentage points using a cross-sectional
model, increased smoking in a given trimester by 2.0 percentage points using a panel data model, and had no effect
on immediate birth outcomes.
Dave et al. (2019) provide the first causal evidence on whether e-cigarette advertising on television and in magazines
encourages adult smokers to quit. The authors found that TV advertising causally impacts smoking cessation, but
not magazine advertising. Results indicated that a policy banning TV advertising of e-cigs would have reduced the
number of smokers who quit in the recent past by approximately 3%.

Summary
To summarize these issues, there remains some disagreement as to whether e-cigarettes lead to more or less
smoking. Using quasi-experimental variation in e-cigarette use from e-cigarette policies, most studies suggest that ecigarettes reduce smoking (and e-cigarette regulations increase smoking). Policies looked at to date include
minimum legal sales ages, taxes, indoor vaping restrictions and advertising restrictions.
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E-cigarette policies have also had the intended effect of reducing e-cigarette use, and this evidence is more newly
emerging as more data becomes available. There appear to be sizeable effects of e-cigarette policies on increasing
cigarette use, which may explain some of the substitution currently being seen into cigarette use. Therefore if ecigarettes are substantially safer than cigarettes, this would suggest socially optimal e-cigarette policy is low
regulation and/or subsidizing.
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Expert Panel Discussion on Tobacco Excise Taxation
This is a summary of a panel discussion on excise taxation issues for tobacco and harm reduction products,
moderated by Dr. Ayda Yurekli of the Foundation for a Smoke-Free World.
Dr. Ayda Yurekli opened the panel discussion by comparing issues of excise taxation for
combustible cigarettes versus tobacco harm reduction products (THRPs). Excises on the
former generate significant revenues for governments and are a win-win situation for
discouraging smoking, for a good that has inelastic demand and few producers.
In the case of THRPs, she raised the issue of their role in reducing health risks due to
smoking, and posed a number of questions to stimulate discussion. Are harm reduction
products really a good candidate for generating higher revenues? What about price
sensitivity? Do they pose negative externalities like cigarettes? Would higher taxes deter youth at the expense of poor
adult smokers who wish to switch? This panel discussion was a forum for discussing these and other taxation issues
relative to tobacco and tobacco harm reduction products.
David T. Sweanor, J.D. discussed his past work in tobacco tax policy since the 1980s,
noting that excise taxation has proven to be our most effective tool in reducing smoking,
with price elasticities and tax increases serving as a good predictor of cigarette sales.
However, he felt taxation should be based on risk, which is not always the case: for
example, in Canada, one company used cigarette paper made from tobacco to qualify its
product as a “cigar.” Moreover, unequal taxation can drive smokers to harmful alternatives
such as roll-your-own tobacco and illicit products.
He went on to discuss the importance of having alternative lower-risk products at much lower tax rate, or perhaps no
tax at all or even a subsidy, to give them an advantage in the marketplace. One example is how the UK does not levy
VAT on smoking cessation products and other countries do not tax e-cigarettes.
Regarding the issue of gateway effects to smoking, Sweanor posed the question of whether someone would move to
a much higher cost, higher-risk product based on differential tax policies, and noted the impact of having lower costs
for lower-risk products: for example, in Sweden, where snus was once cheaper than cigarettes by a factor of about
four, who would switch to something that costs four times as much, makes them stink and kills them? He pointed
out that the very people who say they are afraid of a gateway effect and therefore promote equal taxes on ecigarettes versus cigarettes are in fact creating a gateway effect that makes it more likely for someone to more
hazardous products.
Using examples of other excise policies that miss health goals – such as alcohol taxation policies that encourage
excessive drinking and discourage drinking in moderation, or taxing sugar-free beverages the same way as sugared
ones – Sweanor concluded with the point that taxation policy for tobacco use and harm reduction should not be just
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about raising revenue, but about massively reducing the harm due to combustible tobacco use in the presence of
newer low-risk products, particularly among the poor.
Wayne Barford described the mismatch where countries are committed to the World
Health Organization tobacco control protocol, but lack rules for harm reduction products.
For example, he compared the Philippines, which taxes harm reduction products
similarly to cigarettes to raise revenues, and organizations like SEATCA in Thailand that
are activists against harm reduction products, with countries like New Zealand that
recognize the lower risk of harm reduction products. He shared concerns about whether
there can be a worldwide acceptance that harm reduction products have reduced impact on health, given
government interests in raising revenues and the stances of the anti-tobacco lobby.
He also shared his thoughts and experiences with earmarking funds from tobacco taxation, which he believes is not
smart. Using Thailand an example, which devotes about 2% of tobacco and alcohol taxes to Thai Health, he noted
that there were issues of accountability for these funds, and that this policy has not seemed to have a major effect on
long-term prevalence and consumption. He concluded that many economists recommend not using earmarking.
Donald Kenkel, PhD discussed key points about the economics of tobacco harm
reduction.
His first point was that revenues are going to always play a big role in the way finance
ministries think about taxing tobacco products – for example, e-cigarette tax revenues in
New York State are currently orders of magnitude smaller versus cigarettes, because the
size of the market for e-cigarettes is a small fraction of the market for cigarettes. He felt
that at this point in time, excise taxes on e-cigarettes are really not that important as a
source of revenue.
Second, Kenkel examined the question of taxing e-cigarettes relative to the taxes on cigarettes in proportion to their
harm has this intuitive sound to it. One might presume that if e-cigarettes are only five percent as harmful as regular
cigarettes, then the tax on e-cigarettes maybe should be five percent of the tax on combustible cigarettes, but
because of cross-price elasticity the answer isn't so simple. Unlike taxing totally different goods, there are likely to be
cross-price elasticities between cigarettes and e-cigarettes.
There is reason to believe that for adults, people are going to substitute into or out of e-cigarettes versus cigarettes.
There is also a concern that for teens, they might be complements - that if teens start with e-cigarettes, maybe cheap
and untaxed, they could move into combustibles later on. In this case one might want to tax e-cigarettes more highly,
however it gets more complicated if e-cigarettes are complements to cigarettes for teens but substitutes for
cigarettes for adults.
Finally, Kenkel noted that if e-cigarettes and other harm reduction products are helping people quit smoking in the
same way we subsidize NRT products, we should be subsidizing e-cigarettes. In terms of what the right tax on e-
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cigarettes is, he put forth the idea that these taxes should perhaps should not only be a lot less than the 75% target
that WHO proposes for cigarettes, but perhaps even less than zero, in much the same way that the United States and
other countries already provide health insurance coverage for NRT products to help people quit smoking.
Liz Allen comes from a background of administration and enforcement, and her
particular angle on the discussion was about illicit trade. Her observation from working
in many developing countries is that however high you put the tax rate in these
countries, they tend to be poor at administration and enforcement, while policymakers
tend to focus on tax rates, set legislation and think that because it is the law, it will work.
Her experience from the UK is that you can have a high rate of tax on tobacco products
and keep illicit trade to a manageable or acceptable level, but must also invest in
effective administration and robust enforcement. Developing countries still have trouble collecting tax, because they
don't have as effective administration and enforcement as many of the developed countries, even though they may
try to have legislation that sets the rate of tax on tobacco products according to WTO recommendations.
She also noted that illicit trade is much higher in developing countries, particularly in Africa in countries where
tobacco is grown and there are many people involved in illicit tobacco trade. As a result of this, the tax revenues
these countries actually get from high excise rates are nowhere near the amount that they should get, and that
reducing the amount of tobacco products on the market in these countries calls for much more effective
administration and enforcement.
Smith also discussed leveraging taxation policy to reduce harm, using an example from Kenya where a very low
priced beer product was allowed to go on the market after there had been several deaths from a harmful illegal
product. Research showed that a number of people actually wanted to be consuming the legal product, and they
switched to this very low tax product rather than continue to buy the illegal product, which was on the market. This
supports the idea that if there is a lower tax, lower harm product available, people will decide to go for a lower priced
product knowing it will harm them less and they will be doing something legal, as opposed to dealing with illegal or
more harmful products.
Hafiz Chowdhury explored the point that particularly in the developing world, there is
not an appropriate classification of excisable goods in relation to the harm they cause.
For example, in Myanmar tobacco products such as cheroots had no taxation at all until
recently, despite being made with many different ingredients including sawdust, and
according to doctors are far more carcinogenic than manufactured cigarettes. Other
examples include various forms of chewing tobacco that have chemicals added for
flavor in South Asia, and illegal or traditional alcohol products. He noted that part of the
work here can be purely technical work in terms of classification of goods across harm, and that at a technical and
scientific level, it should be possible to classify various exercisable goods by the degree of harm they cause and then
tailor taxes to address that degree of negative externality.
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His second point was about raising excise duties to efficient levels, noting that the degree of an efficient level varies
from country to country, and needs to be calibrated for three factors. First is degree of harm, and applying a tax
policy based on that harm. Second is the nature of the market and the nature of consumption in a particular
jurisdiction. In Islamic countries, for example, there is definitely lower consumption of alcohol. The third factor is the
ability to administer the tax, and how much capacity exists for administration. There should also be some kind of
sliding scale with the tax rate and the tax incentives.
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