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Learning Exchange on Fiscal Policy for Public Health
February 13, 2018

Venue: Fairmont The Norfolk
Nairobi, Kenya !

Objective: As JLN countries pursue their journey towards Universal Health Coverage (UHC), they face an
increasing burden of Noncommunicable diseases (NCDs), which are now the leading cause of death in the
world, killing 40 million people each year and representing 70% of all annual deaths. Eighty percent of
NCD deaths occur in low- and middle-income countries, straining health care systems, contributing to
poverty and posing a major barrier to development. Prevention and control of NCDs requires new
approaches in the health sector, including using fiscal and regulatory policy instruments and other
multisectoral interventions. Tobacco use, obesity and risky alcohol consumption are three leading risk
factors for the development of NCDs that are amenable to use of such fiscal and regulatory policy
instruments.

Given the human and economic toll, the prevention of NCDs — cancer, cardiovascular disease, chronic
lung disease and diabetes — should be a public health imperative under the UHC agenda. The statistics
on the big three are staggering:

. Tobacco use contributes to 7 million deaths annually.
. Obesity contributes to 4 million deaths annually.
o Alcohol consumption contributes to 3.3 million deaths annually.

Existing evidence indicates that using taxation to raise the price of products which may have negative
health impacts is one of the most effective ways to reduce their use. However, fiscal measures, in the
form of taxes, are underused, yet we know they work for two important reasons. First, prices on goods
matter, especially to the younger and poorer populations. People, particularly the poor, will buy less if it
is more expensive. Second, taxes on certain goods can be educative and signal disapproval. Nothing
illustrates this more than gains we have seen from taxing tobacco over the past couple decades in many
countries. The lessons learnt from the use of tobacco taxes, for instance, can also be used for other
innovative uses of fiscal policy instruments for public health.

This learning exchange brings together delegations from a range of low and middle income countries who
are members of the JLN. Its objective is to share country experiences and evidence on implementing tax
and other fiscal policies for public health, with a focus on experiences from tobacco, alcohol and sugary
drinks tax policies that optimally address the dual goals of tobacco, alcohol, and sugary drinks use
reduction and domestic resource mobilization to fund priority investments and programs that benefit all.
The session will also address barriers to implementation, and make recommendations on how countries
can best leverage fiscal policies to yield improved health outcomes for their citizens with the added
benefit of bringing in additional revenue.

1 Prepared by Patricio V. Marquez, HNP GP, WBG, with comments from Somil Nagpal, HNP GP, WBG. January 31,
2018,
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Format: This is a session organized with the support of the World Bank Group (WBG) Global
Tobacco Control Program, and will be coordinated by Patricio V. Marquez, Lead Public Health Specialist,
WBG. The running order of the session and list of presenters is attached below.

Materials: Related materials will be provided to participants prior to the event so that they familiarize
with selected international experiences, and in a flash drive during the session.

Running Order of Session:

8:00-8:30

Registration

8:30-9:00

Welcome and Overview of the JLN, the Health Financing Initiative and this
Learning Exchange as part of the JLN:
Somil Nagpal, Senior Health Specialist, HNP GP, World Bank

9:00-9:25

Tobacco Taxation: Global Experience on a Win-Win Fiscal Policy for Public Health
and Domestic Resources Mobilization:
Patricio Marquez, Lead Public Health Specialist, WBG

9:25-9:50

The 2016/2017/2018 Tobacco Taxation Reforms in Ukraine:
Olena Doroshenko, Health Economist, HNP GP, WBG

9:50-10:15

Taxing Tobacco: Malaysia's example of Fiscal Policy for Public Health:
Nor Aryana Hassan, Senior Principal Assistant Director, FCTC & Tobacco Control
Unit, Disease Control Division (NCD), Ministry of Health Malaysia

10:15-10:40

Comments, Questions and Answers

10:40-11:00

Coffee/Tea Break

11:00-11:25

Modelling the Health and Cost Impacts of Increasing Tobacco Taxes: case studies
from Ukraine and England
Laura Webber, Director, Public Health Modelling, U.K. Health Forum

11:25-11:50

Taxing Sodas: The Experience of Mexico, Berkeley, and Philadelphia
Lynn Silver, Public Health Institute, Berkeley, California

11:50-12:15

Health and Cost Impacts of Introducing an Alcohol Duty Escalator in the UK: Laura
Webber, Director, Public Health Modelling, U.K. Health Forum

12:15:12:40

Comments, Questions and Answers

12:40-14:00

Lunch

14:00-14:40

Lessons Learned from the Tobacco Tax Reform in Kenya:

Caxton Masudi Ngeywo, Chief Manager & Head, Market Surveillance Division,
Domestic Taxes Department, Kenya Revenue Authority, and Vincent Kimosop,
SOVEREIGN INSIGHT, Nairobi

14:40-15:00

Comments, Questions and Answers

15:00-15:20

Coffee/Tea Break

15:20-16:20

Plenary for Group Discussion: Using Fiscal Policy Instruments for Public Health in
JLN Countries

Moderated by Amanda Glassman, CGD

Moderator will open the floor to elicit perspectives from members of country
delegations on feasibility of adapting fiscal policies for health in their countries,
focusing on factors that facilitate and/or hinder the adoption of fiscal policies for
health in their countries, and suggestions for joint learning and knowledge sharing
among countries on this topic

16:20-16:30

Closing of Session
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Lead Public Health Specialist
Coordinator Global Tobacco Control Program
World Bank Group
Presentation Delivered at JLN even in Nairobi, Kenya[
February 13, 2018



Outline
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Addiction, Disease and
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Impact

Tobacco Control Works

Taxation and the Financing
for Development Agenda

Results of Modelling
Assessment for Trinidad
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Take Away Message



Message 1:

Low-and Middle-Income Countries (LMICs) across
the world are facing an ominous triple burden of
disease and injuries, at lower levels of income and
resource capacity

@ WORLD BANK GROUP



Changing health profile: a double or triple burden of
disease and injuries in LMIC

* While progress has been achieved in reducing premature
mortality from communicable, maternal, neonatal, and
nutritional causes, ill health and deaths from non
communicable diseases (NCDs) and road traffic injuries, have
emerged as leading causes of years of life lost.

* Across LMICs five times as many people dying from NCDs as
from all other illnesses combined. Ten times more people are
dying from NCDs than from HIV/AIDS. NCDs represent not
only the major causes of death, but are responsible for the
greatest share of the burden of disease as measured in terms
of disability adjusted life years lost.

 lLeading causes of death—cerebrovascular disease, heart
disease, cancer, and diabetes are all tobacco use-related.



An ominous health challenge

While progress has been achieved in reducing premature mortality from communicable,
maternal, neonatal, and nutritional causes, ill health and deaths from non communicable
diseases (NCDs) and road traffic injuries, have emerged as leading causes of years of life
lost.

In the Caribbean region, five times as many people dying from NCDs as from all other
Ilinesses combined. Ten times more people are dying from NCDs than from HIV/AIDS.
NCDs represent not only the major causes of death, but are responsible for the greatest
share of the burden of disease in the Caribbean region (65 percent).

The leading causes of death and morbibidy in the Caribbean are all NCDs — heart disease,
stroke, cancer, chronic respiratory diseases, and diabetes. These conditions accounted for
more than 50% of disability-adjusted life years lost in the region.

The relative rise of NCDs have been influenced by aging of the population, rapid
urbanization, change in diet, change in risk factors from poverty-related to behavior, and
Improvements in the control of communicable diseases that increase life expectancy.

Risk factors of major concern for the Caribbean contributing to the NCDs are obesity,
exposure to tobacco smoke, unhealthy diets, physical inactivity and alcohol abuse.



Message 2:

“Cigarettes are among the most addictive
substances of abuse and by far the most deadly”

Thomas C. Shelling, 2005 Nobel Prize winner in Economics

@ WORLD BANK GROUP



A cigarette = poisonous chemicals, gases, and toxins that
can have many major effects on your health.....
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Risks from Smoking
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Ashes to ashes

Rank of smoking among risk factors for death andill health* |1 B2 003 [14-10 C1>10 [ Nodata
2015

@ WORLE  source: Institute for Health Metrics and Evaluation *Measured in disability-adjusted life years 9



obacco Use: A Development Challenge

= Tobacco use is the largest cause of preventable disease and death in the
world, killing 7 million people per year (WHO 2017).

= Smokers are 2 to 4 times more likely to get coronary heart disease; 2 to 4
times more likely to experience a stroke; and about 25 times more likely to
develop lung cancer (CDC 2014).

= Recent research has shown that smoking can kill up to 2/3 of those who
consume tobacco products (Banks et al. 2015).

= On average, smokers lose a decade of their life compared to non-smokers
(Jha et al. 2013).

@ WORLD BANK GROUP



High health expenditures related to tobacco...LAC experience

Countr As a percentage | Percentage of expenditures
/ of GDP (%) recovered through taxes

(source: PAHO 2016)

4 0.7 35.0
Chile 0.9 63.4
Bolivia 0.8 3.1
Argentina 0.7 53.3
Colombia 0.6 Q.7
Brazil 0.5 26.5
Mexico 0.4 45 5
Peru 0.4 91
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High health expenditures related to tobacco...LAC experience

(source: PAHO 2016)
* PAHO 2016 estimates show that smoking consumes US$34 billion of LAC’S health budgets every year.

« Latin America spends approximately 0.7% of the region’s GDP in health-related costs attributable to smoking,
with some countries spending even more than 0.70% of their GDP; namely, Chile (0.9%o), Bolivia (0.8%) and
Argentina (0.7%o).

« The impact of smoking was homogeneous across the seven countries: nearly 10% of total health expenditure (6 to
13%o) is attributable to this addiction, or approximately 1% (0.4 to 0.9%) of GDP.

« However, in no country do the revenues from taxes on tobacco products offset the health expenditures that
smoking generates in the health system.

« The proportion of health expenditures recovered through taxes varies widely: only Chile and Argentina manage to
recover over 50% (62% and 67%o, respectively), while the figure in Mexico is 45%, in Brazil 27%, and in
Colombia, Bolivia, and Peru, less than 10%

@ WORLD BANK GROUP



Direct and Indirect Economic Costs of Tobacco Use
Evidence from the United States:

= Based on 2006-2010 data, it has been estimated that by 2010, 8.7% of
annual health care spending could be attributed to cigarette smoking,
amounting to as much as USS170 billion per year.

= An estimated 11.1% of inpatient healthcare spending; 10.4% of
prescription spending; and 5.3% of medical spending on non-inpatient
services (outpatient, physician and clinical services, and other
professional services) were attributable to cigarette smoking.

= During 2000-2004, cigarette smoking and secondhand smoke exposure
resulted annually in at least 443,000 premature deaths, 5.1 million years
of productive life lost, and US$96.8 billion in productivity losses.

Source: Xu X et al. 2015

@ WORLD BANK GROUP



Economic loss totals USS 1.4 trillion
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Message 3:

Manipulation and deception in the marketplace
Influence decision to use tobacco, a legal product

that kills

@ WORLD BANK GROUP
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Ever since Adam Smith, the central ——r—
teaching in economics has been that

free markets provides us with material p H I S H I N G
well-being as if by an invisible hand.. But FOR

markets harm as well as help us. P H O O L S

The ECONOMICS of
MANIPULATION & DECEPTION

As long as there is profit to be made,
sellers will systematically exploit our
psychological weaknesses and our
ignorance through manipulation and
deception.

Humans think in terms of stories, and
decisions are consequently determined
by the stories we tell ourselves.
Advertisers use this to their advantage
by “graph[ing] their story” onto ours, :
and thereby influencing the decisions GEORGE A. AKERLOF

we make”—in this case to consume and
tobacco products ROBERT J. SHILLER

@ WORLD BANK GROUP Cagymgiind Matonal 16



Smoking will make you feel good

ALL OVER AMERICA
MORE SCIENTISTS AND EDUCATORS
SIOKE KENTbith the MICRONITE FILTER
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it makes good sense to smoke KENT
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Smoking is Glamorous
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than any other principal brand!
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Tobacco Marketing

Cigarette and smokeless tobacco companies spend billions of dollars each year to market their
products. In 2014, US$9 billion on advertising and promotional expenses in the United States alone.

Marketing to Specific Populations

Youth and Young Adults: Scientific evidence shows that tobacco company advertising and promotion
influences young people to start using tobacco.

*Adolescents who are exposed to cigarette advertising often find the ads appealing.
*Tobacco ads make smoking appear to be appealing, which can increase adolescents' desire to smoke.

Women: Women have been targeted, and tobacco companies have produced brands specifically for
women. Marketing toward women is dominated by themes of social desirability and independence, which
are conveyed by advertisements featuring slim, attractive, and athletic models.

Advertisement and promotion of certain tobacco products appear to be targeted to members of
racial/minority communities.

Source: US CDC (https://www.cdc.gov/tobacco/data_statistics/fact _sheets/tobacco_industry/marketing/

@ WORLD BANK GROUP
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Current Tobacco Smoking, by region, 2015

No room for complacency

Region Male Prevalence (%) |Female Prevalence (%) |Both Sexes (%)
Europe 38 19 28
Western Pacific 48 3 26
Eastern Mediterranean |37 3 20
The Americas 22 13 17
South East Asia 32 2 17
Africa 25 2 13
Global 36 7 21

Source: WBO, 2015

@ WORLD BANK GROUP
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Message 4.

We know what to do: tobacco control works

@ WORLD BANK GROUP
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Why Tobacco Regulation Matters?
Economic Rationale jl‘or Action
* |Information failure about risks and addiction
potential (adolescents)

e Externalities (second-hand smoking and
oregnancy)

* ||l health, premature death, and disability at a
oroductive age undermine human capital
development

* Increasing costs of health care for families and
countries, as well as for the economy as a whole




Traditional Public Regulation

* The public sector has traditionally regulated smoking in
one of three ways (Gruber, 2002).

* The first, and most important, is excise taxation, at
both the central and local levels.

 The second public regulation is restriction of smoking
in public places---variety of restrictions on smoking in
sites such as workplaces, restaurants, and public
transportation.

* The third set of smoking regulations involves
restrictions on youths’ access to tobacco products.




Benefits of Tobacco Regulation

* The main benefits of regulations that reduce
smoking are straightforward: improved health
for smokers and also for non-smokers who are
less likely to be exposed to secondhand smoke.

* Tobacco companies, therefore, should be
strictly regulated in ways that minimize the
harm caused by their products.



m .
AR AR AR A AR AR AR AL R R RS
IR R R R R BB R R E R EEBEEE BEEEEREEEREREEEEE B R .-

AR 2 R A R R R R AR BEREREN ‘N R L
frrraesssias®tarnn r _

@ WORLD BANK GROUP

25



WHO FCTC Core Demand and Supply Reduction Measures
The core demand reduction provisions in the WHO FCTC are contained in articles
6-14:
* Price and tax measures to reduce the demand for tobacco, and
* Non-price measures to reduce the demand for tobacco, namely:
*Protection from exposure to tobacco smoke;
*Regulation of the contents of tobacco products;
*Regulation of tobacco product disclosures;
*Packaging and labelling of tobacco products;
*Education, communication, training and public awareness;
*Tobacco advertising, promotion and sponsorship; and,
*Demand reduction measures concerning tobacco dependence and cessation.

The core supply reduction provisions in the WHO FCTC are contained in articles
15-17:

«lllicit trade in tobacco products;
«Sales to and by minors; and,

*Provision of support for economically viable alternative activities.
@ WORLD BANK GROUP



5. Taxing tobacco the most cost-effective measure to control
tobacco use, but the most underused measure




Taxing tobacco: a
win win for public

health and

domestic

resources

mobilization WIN-WIN
FOR PUBLIC HEALTH
& DOMESTIC RESOURCES
MOBILIZATION CONFERENCE

@ WORLD BANK GROUP 3
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WHO FCTC® o FCToo™maal - 120m .
S1atement of DWoricZank Group Fresigent © AmYyomakmnm MM opening session of
the =USCFoOuUm in =Tokyo sHasthfFrorAll =UNT cavtrol

“Tobacco tax programs are a win-win both
for public health and domestic revenuo
generation™

—Jim Yong Kim
President, World BEank Group




Tobacco
excises

Restrict Increase state
dangerous budget
consumption revenue

Tobacco taxation is a win-win policy
measure!



“Sugar, rum, and tobacco, are commodities
which are nowhere necessaries of life, [but]
which are ... objects of almost universal
consumption, and which are therefore
extremely proper subjects of taxation.”

Adam Smith, “An Inquiry into the Nature and
Causes of the Wealth of Nations” (1776)

@ WORLD BANK GROUP 31



Rationale for focusing on Tobacco Taxation

= Higher tobacco taxes help hike up
prices, which can contribute to
significantly reduce prevalence and
Intensity of smoking in spite of the
addictive nature of tobacco. Price Change

= The demand for tobacco products is A
relatively inelastic

= Price elasticity of demand for
high-income countries (HIC) is
estimated to be -0.4 and between
-0.6 and -0.8 in low and middle
income countries (LMIC) (IARC,

2014)
= Poor and young are more responsive
to price changes than the better off Coréshuar:g:ion
and old.

@ WORLD BANK GROUP



The International Monetary Fund (IMF)
advice

“In many countries, raising tobacco taxes can offer a “win—win”:
higher revenue and positive health outcomes. Countries’
circumstances and governments ‘weighting of revenue, health, and
other objectives vary, and hence so too will the desirable level of
tobacco tax rates.”

“In many cases, however, current tax rates are evidently far below
what is feasible in terms of revenue potential. Thus, tax increases
could serve revenue purposes as well as health and other
objectives.”

“Of course, countries putting more weight on health objectives
could raise taxes even further.”

Source: Petit, P. and Nagy, J. 2016 “How to design and enforce tobacco excises?”. Washington, D.C.: Fiscal
Affairs Department, International Monetary Fund. |

@ WORLD BANK GROUP
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Cigarette Taxes Play an Important Role in Cigarette Prices

Average U.S. Cigarette Taxes and Prices, 1954-2014

Tax per Pack, 2014 Dollars Price per Pack, 2014 Dollars
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Tax burden cigarettes in the

European Union

2016, in % of the Weighted Average Price




As cigarettes become more
affordable because the income
Increase  outpaces the price
Increase, policy focus should shift
from price-based policy solutions
that adjust for Inflation to
affordability-based policy
solutions, with the aim of making
cigarettes less affordable.

CIGARETTE
AFFORDABILITY

IN CHINA

2001-2016

Yang Wang and Xlao Hu
WHO Cellaborating Canter for Tabacco and Ecoramics,
University of Internatianal Businass and Economics, Beijing, China.

Patriclo V. Marqueg
Thae Warld Bank Group, Haalth, Nutrition and
Population Glebol Practics, Washington, DC, USA.

@WORLDBANKOROUP
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Growth rate of Cigarette Affordability in China

China’s cigarette affordability has surged with the fastest economic growth rate
in the world

. Change in affordability (% change between 2008 and 2014)
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Source : WHO report on the global tobacco epidemic, 2015: raising taxes on tobacco.
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Price Plays an Important Role in Smoking

U.S. Cigarette Prices and Consumption, 1954-2014

Thousands of Cigarettes per Capita Price per Pack, 2014 Dollars
3 7
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1 4
1 3
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-
Cigaretie prices tripled, consumption halved,

SOUTH AFRICA

B South Africa
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Price and consumption of cigarettes
Mexico, 2001-2014, real prices
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Consumption levels for cigarettes in

the
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Cigarette Taxes Have Large Aggregate

Benefits for Public Health

Changes in Smoking Behavior Due to 2009 Tax Increase
Percent Change

Age Group
m12-17

W 18-25

Smoking  Past-month Days smoked Cigarettes  Cigarettes

initiation smoking in 30 days per day (daily per day
(current smokers) (nondaily
smokers) smokers)

@ WORLD BANKGROUP
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Years gained by quitting smoking by age

Source: Jha et al, NEJM, Jan 24, 2013



The estimated health impact of tax increase on tobacco in Ukraine

The model estimated that by 2035 the recent 2017 tax increase would
result in the avoidance of:

126,730 new cases of smoking-related disease;
29,172 premature deaths; and
267,098 potential years of life lost relative to no change in tax.

These reductions in disease and death will result 1.5bn UAH or about
USS57 million in healthcare costs avoided, and

16.5bn or USS631 million premature mortality costs avoided (Webber et
al. 2017).



The use and mortality reduction due to 2009 tax increase on tobacco in
the United States

* Evidence suggests that the 2009 Federal cigarette tax increase could
have plausibly reduced the number of smokers in a cohort of 18 year-
olds by between 45,000 and 220,000 people, roughly 3 to 15 percent.

* Under the assumption that roughly one-third of youth smokers die
prematurely due to smoking (U.S. Surgeon General 2014), the 2009
cigarette tax increase in the United States plausibly reduced the number
of premature deaths due to smoking in each cohort by between 15,000

and 70,000.



Common objections to higher
fobacco taxes

Revenue loss: “Laffer curve”- revenue declines not
seen in practice nearly anywhere

Hurts the poor: poor more price responsive, and
gain more of the health benefits than the rich

Smuggling: legitimate concern but consumption
falls, revenue increases even with smuggling, and can
counter with labels with tax stamp, smart labels, and

coordination

@ WORLD BANK GROUP
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EXxcise tax per pack and excise tax revenue
South Africa, in Rands, Adjusted for Inflation, 1961-2016
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3.2 Average revenue excise duties cigarettes
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Why Government will not lose revenues if cigarette taxes
are increased and people buy fewer cigarettes due to
Increased prices?

 Recent Credit Suisse assessment covering industries with data going
back to 1990 showed that tobacco industry has performed best:
annualized return of 14.6% compared with an average of 9.6%.

e Each USS invested in tobacco companies in 1900 would have grown,
with reinvested dividends, to USS$38,255 by 2014, compared to
USS1,225 invested in shipbuilding and shipping.

 Hence, tobacco was the best investment over the previous 100 years.

e The secret?......cigarettes are cheap to make and highly addictive,
which allows for FAT PROFITS

Source: Credit Suisse (2015), Broughton, P.D, (2016)

@ WORLD BANK GROUP



Tobacco taxation as source for increasing fiscal space to fund priority
Investments and essential services

= Growing Iinternational consensus and support. Reflected in Outcome
Document of the Third International Conference on Financing for
Development: Addis Ababa Action Agenda of July 2015, and endorsed at
the UN General Assembly in September 2015.

= While it is recognized that domestic resources are first and foremost

generated by economic growth,

= grounded on macro-economic stability (fiscal space), and

= supported by complementary measures, sound social, environmental and institutional policies,
including good governance, and democratic and transparent institutions responsive to the needs of
the people are ALL necessary to achieve the SDGs.

= |n this context, Clause 32 states:

= “Price and tax measures on tobacco can be an effective and important means to reduce
tobacco consumption and health care costs, and represent a revenue stream for financing
for development in many countries.”

@ WORLD BANK GROUP



With decreased fiscal space...tobacco tax revenue could help expand tax

base...the example of LAC (source: b8 2018)

Central Government
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Tobacco Taxes are Progressive

When benefits of reduced mortality and morbidity are counted, these
benefits are strongly progressive:

» First, smoking is more prevalent at lower incomes, so
reductions in smoking are larger for poor since they are more
sensitive to price increases

» Second, estimates assume that dollar value of health benefit
does not vary with income and thus is proportionately more
Important to lower-income households.

» Third, estimates take into account a “utility offset” reflecting
the fact that people who stop smoking may lose some of the
utility they would otherwise have derived from smoking.
Fourth, estimates also incorporate not just the direct effects of
the tax, but also the use of the revenue it generates—for
example, expanding health insurance coverage for low- and
moderate-income

@ WORLD BANK GROUP



Results: Total Direct and Indirect Effects of Tobacco Taxes in
Ukraine

Total Income Effect: Direct and Indirect Effect of Taxes
(tobacco price increase, medical expenditure and working years gained)

5

Inconme Gains
0
1

T T T T T
0 2 4 6 8 10
Income Decile

Cl 95%
Medium Bound Elasticity

Lower Bound Elasticity
Upper Bound

Source: Author estimation using a price shock of 25%
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Results: Net Effect

Inconme Gains (%)

Total Income Effect: Direct and Indirect Effect of Taxes

(tobacco price increase, medical expenditure and working years gained)

0] 2 4 6 8 10

Income Decile

Lower Bound Elasticity Medium Elasticity - Decile Variation

Upper Bound

Source: Author’s estimation using a price shock of 25%
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United States: Increase in Federal Tobacco Taxes
to Paid for Health Insurance of Poor Children

= Positive impact of tobacco tax increases on tax revenues is seen in different
countries.

= United States: Part of the 2009 reauthorization of the Children’s Health
Insurance Program. Congress approved, and President Obama signed as the
first law after being elected, a 62-cent per pack increase in the federal cigarette
tax, increasing total federal cigarette tax to about USS1 a pack.

= Federal cigarette tax revenue rose by 129%, from USS$6.8 billion to $15.5 billion,
in the 12 months after the tax (April 2009 to March 2010). Cigarette pack sales
declined by 8.3% in 2009 —largest decline since 1932.

* The Office of Management and Budget (OMB) projects that proposed federal
tobacco tax increases will generate more than USS$95 billion in new revenues
over ten years; the rate increase would reduce the number of adult smokers
by an estimated 2.6 million over 10 years, which would result in thousands of
adults saved from premature death. The rate increase would also prevent
many children from becoming smokers.

@ WORLD BANK GROUP



Tobacco Taxes Disproportionately Benefit

Lower-Income Households

lllustrative Distribution of the 2009 Tobacco Tax Increase
Benefits as Percent of Pre-Tax Income

1.5
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Tax + Health + Utility Offset + CHIP

0.5 F
0.0 L L L .l__A_-.I_
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Source: CEA calculations. 57



Multiple Wins from Tobacco Taxation (Philippines Example)

Percentage of the population
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Drivers of Illicit Tobacco

« Corruption
« Weak tax administration
 Poor enforcement

 Presence of informal distribution
networks

e Presence of criminal networks
* Access to cheaper sources

Sources: NRC/IOM 2015; NCI/WHO 2016



Share of lllicit Trade Versus Corruption
by Country, 2011
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Tobacco Taxes & lllicit Trade: Myth or Reality?

* While high taxes may create incentives for illicit trade, other factors have a
much bigger effect, including: low capacity in a nation’s tax administration
system, and low likelihood of being caught and punished (WHO 2016).

 lllicit trade can be controlled by: strong tax administration systems

* Countries need to ratify the FCTC’s Protocol on lllicit Trade in Tobacco
Products approved in 2013:

* Signatories : 54. Parties : 27 out of the 180 Parties to the FCTC

* In ECA country that ratified include: Austria, European Union, France, Latvia,
Lithuania, Finland, France, Germany, Greece, Ireland, Latvia, Lithuania, Spain,
Turkmenistan

@ WORLD BANK GROUP
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IMF Fiscal Affairs

A

Tax Administration issues (1)

1. A strong legal framework

» Clear definitions in legislation - for products
(e.g., cigarillos vs. cigars), tax base, rates,
point of tax collection (factory? warehouse?
point of import?), exemptions (travelers), etc.

» Identification of responsibilities: Which level

of government, which agency does what? y '
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Tax Administration issues (2)

2. Specialized excise administration and enforcement/audit
services within the Revenue Administration

» Administration focusing on early stages with minimum number of players

» Empowerment of tax/exmse/customs admlnlstratlon speC|aI financial
and administrative guarantees

» Licenses for all operators, record-keeping, marking systems,
management of supplies (warehouses, transit procedures),restrictions
on out-of-network sales (internet, duty-free shops)

IME Flscal Affairs Department
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Tax Administration issues (3)

» Trained, experienced and dedicated staff

» Information gathering and analysis, intelligence, Cooperation with other
agencies

» Well-equipped enforcement teams; Mobile patrols at bottlenecks

EAQTIPo ™ | Cu I | by S T e I L
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Tax Administration issues (4)

» lllicit operators always aim for the weakest point in the tax administration =
Overall progress in revenue administration sets a limit to improving control
of the tobacco supply chain

» Adequate levels of penalties, administrative
and criminal sanctions for illegal activities

» Administrative and criminal investigation
capacities: Increase deterrence and reduce g.
incentives (criminalization of excise fraud — ==
investigation, seizure and confiscation of
proceeds of crime — push the threshold
higher!)
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Evidence: Strong Tax Administration Works in Countries where High
Tobacco Taxes.

» Since Her Majesty’s Revenue and Customs’ (HMRC) “Tackling
Tobacco Smuggling” Strategy was introduced in the UK in 2000,
the size of the illicit cigarette market has been cut by almost half, to a
level of about 9%, with more than 26 billion cigarettes and over 4,300
tons of hand-rolling tobacco seized. Additionally, the U.K. has seen
more than 4,000 criminal prosecutions for tobacco offences following
action by law enforcement officers (see recent information at
https://www.gov.uk/government/news/government-unveils-plans-to-
stub-out-illicit-tobacco-trade). And the UK has one of the highest tax
burdens on cigarettes (82% of to the total average retail price of a
pack of 20-cigarettes).

» In Chile, a country that has one of the highest tax rates on
cigarettes in the world (78% of the price of each pack),
government has also experienced increased success in seizures of
smuggled tobacco products and is helping curtail the slight growth in
illicit trade observed after a 2013 increase in tobacco prices.
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Take Away Messages (1)

@ WORLD BANK GROUP
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The reality of tobacco use

SMOKING HARMS
UNBORN BABIES

e —-———
L b B EE I S B R R Y

DNINHNYM

— Jr———

ANEW FROFOSED CRAMHIC HEALTH WAKNINGS
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World Bank Policy on Tobacco
(Operational Policy 4.76 of October 1999)

 The Bank does not lend directly for, invest in, or guarantee investments or
loans for tobacco production, processing, or marketing.

 Unmanufactured and manufactured tobacco, tobacco processing
machinery and equipment, and related services are included in the
negative list of imports in projects.

 Bank activities, both analytical and operational, discourage the use of
tobacco products, particularly through the use of tobacco taxation.



Take Away Messages:
Tobacco Taxation is a win-win policy measure that generates:

(i) Public health benefits by reducing consumption among
smokers and preventing addiction among the youth; and

(i) Additional tax revenue to expand the fiscal space to fund
priority investments and programs that benefit all.

To achieve this over time:

(1) Effective strategies involve combining big initial tax increases
with recurrent tax hikes over time, to adjust for inflation and
rising per capita growth.

(I1) To counter the tobacco industry's influence, use scientific
evidence and accumulated country experiences, and leverage
ministries of finance, health and other government agencies
with support from international organizations and civil society,

in the development of effective policies.
@ WORLD BANK GROUP



“When health is absent, wisdom cannot reveal
itself, art cannot become manifest, strength

cannot fight, wealth become useless, and
intelligence cannot be applied”.

Herophilus, 325 B.C.
Physician to Alexander the Great




THANK YOU!

O

Contact:
pmarquez@worldbank.org

World Bank Group Global Tobacco Control Program:
http://www.worldbank.org/en/topic/health/brief/tobacco


mailto:pmarquez@worldbank.org

marning Exchange on Fiscal
Policy fo‘ Public Health

February 13, 2018
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Ukraine

Eastern Europe country
Population: 42 million

Economic situation: i
« GDP per capita $2,186 in 2016 ($8 271 PPP)
« economic crisis of 2014-2015 with GDP growth of — 9.8%

« poverty rates: 0.5% ($3.2 in 2011 PPP), or 7.8% ($5.5 in
2011 PPP)

« fiscal revenues 39% of GDP, expenditure 42%
« Conflict in the eastern part of Ukraine

@ WORLD BANK GROUP



Health profile

What causes the most premature death?

. Communicable, maternal, neonatal, and nutritional diseases

’ Non-communicable diseases

M:_ 0 Injuries

2005 ranking 2016 ranking % change 2005-2016
Ischemic heart disease o 0 Ischemic heart disease -21.5%
Cerebrovascular disease Cerebrovascular disease -29.6%
Self-harm Self-harm -32.6%
Road injuries Lung cancer -26.0%
Lung cancer HIV/AIDS -22.1%
HIV/AIDS Alcohol use disorders -17.2%
COPD Road injuries -45.5%
Alcohol use disorders Colorectal cancer -14.3%
Stomach cancer Cirrhosis alcohol -23.6%
Lower respiratory infect Stomach cancer -31.5%
Colorectal cancer COPD -45.8%
Cirrhosis alcohol Lower respiratory infect -38.3%

@WORLD SRR Source: IHME Global burden of disease data ’



Tobacco-related deaths

14.4% of total deaths in Ukraine, or more than
100,000 deaths annually are attributable to
smoking

Attributable to tobacco deaths

Cadovascuar discases I -
Neoplasms || 308

Chronic respiratory diseases - 1.15%

Diarrhea, lower respiratory, and other common 0
e : B osr%
infectious diseases

Tuberculosis | 0.11%

Other causes | 0.10%

Data from the IHME/GBD study
@ WORLD BANKGROUP



Key risk factors

What risk factors drive the most death and disability combined?

Metabolic risks
Environmental/occupational risks

Behavioral risks

2005 ranking 2016 ranking % change 2005-2016

High blood pressure High blood pressure -22.1%
Dietary risks |~ - Dietary risks -23.7%

Alcohol & drug use - . Alcohol & drug use -23.0%
Tobacco (= wa High total cholesterol -24.2%

High total cholesterol /__‘:—::—:—‘- - Tobacco -32.0%
High body-mass index High body-mass index -17.9%
Air pollution - High fasting plasma glucose -17.0%

High fasting plasma glucose /—:::—:“- Air pollution -30.3%
Impaired kidney function Impaired kidney function -20.4%
Occupational risks Low physical activity -18.3%

Low physical activity Occupational risks -20.5%

WORLD BANK GROUP
@ Source: IHME Global burden of disease data !




Tobacco industry in Ukraine

7/ manufacturers, 99.5% of market share is after four largest companies

(British American Tobacco, Philip Morris, JTI, Imperial Tobacco)
Low and medium price segment is dominating

Monopoly on cigarette distribution by one company (TEDIS, larges

companies have shares in the company)
Very powerful lobby in the parliament

Government revenues from tobacco taxes make 2.3% of GDP (excise,
VAT and levies)

@ WORLD BANKGROUP



Average price and tax burden for a pack of 20 cigarettes (May 2017)

Recommended by WHO
share of excise is 75%

$

Average price, Total excise, local Excise Tax (excise +  Price,

local currency currency burden, % VAT) burden, % USD
Ukraine 21 12,92 62 78 0,80
Russia 92 44,58 48 64 1,63
Belarus 1,11 0,316 28 45 0,60
Moldova 14 9,6 69 85 0,77
Poland 13,6 8,41 62 81 3,68
Slovakia 3,1 1,89 62 79 3,43
Hungary 1095 598 95 76 4,01
Romania 14,5 8,71 60 76 3,64

@ WORLD BANKGROUP 9



Tobacco control efforts during last 10 years

« Significant tax increase

 Restaurants, workplaces, and other public
places 100% smoke-free since 2012

* Textual warning labels on cigarette packs got
30% surface area in 2006 and 50% since 2012,
also with graphics

« Ban on tobacco advertisement since 2006,
deepened in 2012

@ WORLD BANK GROUP 10



Overview of tobacco control actions over last 10 days

Significant tax increase over the last years

Restaurants, workplaces, and other public places

100% smoke-free since 2012

l(yphlms l.s::num
3anexHicTs
(nixoTuHOBY :umomlcn; -

Textual warning labels on cigarette packs (30% e ——

BUK/MKaE cepuesi Hanagwn
Ta iHcynsT

HE NOYMHaHTE KypuTH!

surface area in 2006 and 50% since 2012, also with

Kypinua
3HMKYE
3partHicTs
WiHOK

HapOAXKYBaTH
Airei

graphics)

Ban on tobacco advertisement since 2006,

KypiHHs BuKnnkae
pak nereHis

deepened in 2012

Tobacco cessation counseling support launched in
2017
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Results of tobacco excise policy in Ukraine in

2008-2015
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Baseline for next policy decisions

Effective tobacco taxation increase in 2008-2015

Tax revenues for the government (excise, VAT
and levies): about 2% of GDP

Ukraine’s prices for tobacco products still lower
than in neighboring countries

Price per pack of 20 cigarettes (2015)
$1.88

Russia

$1.41

$1.08

l )
Moldova Ukraine

@ WORLD BANKGROUP



Recent developments of tobacco taxation
policy in Ukraine

02017 2018

- Long-term excise policy:
O Specific Specific increase by 29%

XCi
2016_ _ gu?igse Consequent years by 20%
O Spe_lelg y increased (to reach EU Association
2015 excise duties 0 agreement target of 90
increased by by 40% 1.000
Excise rates for 40% euro per 1,000)
non-filter cigarettes
increased to the éfc\ilsa elorem
rates of filter :
cigarettes gg{:)zeased by

Additional retail
excise (5% of retail
price) paid to local
budgets introduced

@ WORLD BANKGROUP



Policy options

- Selection of tax combination: excise and ad
valorem

- Selection of possible percentage increase in
specific

- Overcoming pressures from the industry

- Deciding on earmarking of tobacco tax

@ WORLD BANKGROUP 16



Collaboration

‘ Government: Ministry of Finance, Ministry
£E88 of Health

i S Parliament: select MPs

International partners: WHO, Bloomberg,
s s TFK, \WB

Local NGOs: LIFE, Coalition for Ukraine
Alife
- free of tobacco smoke

wg Interactions with media

@ WORLD BANKGROUP 17



WB support to the GoU

Support in decision making for 2017 tobacco taxation increase
(projections for 3 scenarios, one is picked up by the MoF and proposed
for the 2017 Budget)

Discussion of the proposed scenarios and learning other countries’ cases
for key stakeholders

Participation of Gov't reps in the April 2 017 Tobacco event during Spring
meetings

Support in projecting 2018-2020 outcomes of the gradual annual increase
of excise (specific and ad valorem to reach objectives of the EU
Association agreement (gradual approximation of excise rates on
tobacco products, in line with the WHO Framework Convention on
Tobacco Control)

@ WORLD BANKGROUP



WB - Ukraine Cigarette Excise Tax Projected to meet the
minimum excise tax (€90 per 1,000 cigarettes)

3,500.0
Ukraine Cigarette Excise Tax and minimum EU rates — increase by 40% for specific and, up ,;
to 15% Ad valorem
3,000.0 . .

2= Average cigarette price (UAH per pack) =
7] . . —
S 2,500.0 —Average excise tax (UAH per 1000 pieces) 5 290
§ ,
—
g :
= 2,000.0 :
<Dt 75.83 r
2 1,636 ... H
s £ ¢ Assuming current
3 1,500.0 : Euroto US$
% 1,170.Z =€ 5416 i exchange rate, the
s = ¢ 90 euros per 1000
9 1,000.0 8375 = <o ¢ i cigarettes could be :
8 - : reached by 2022
“ 596.9 ——€2822 AR

431.4
500.0 308.9 = 20.26
| 525 2 2577 )4 4740 64- 1 7
2015 2016 2017 2018 2019 2020
Fiscal Year

' World Bank'’s projection
WORLD BANK GROUP
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Sending messages to media

Three scenarios of tobacco tax increase in 2018

Increased tobacco taxes reduce cigarettes consumption
and raise the State Budget revenue

. —~ ~
Scenario 1 Scenario 2 Scenario 3
Cigarette excise tax increase
B-siecrceseons  l-reabrenun X

29 33

40
—-— 12 — 0 "

MEnEnUm Specine excls® tax (A per 1000 clpureriey

768.90 79275 83447

Change in average cigarette price per pack in comparison with 2017

N8 AVerage CONEILE DA pee park 1€ UAH 257 0 2017

+7.2 UAH +9.10 UAH +10 UAH
b = =

Change in total excise tax revenue in comparison with 2017, bln UAH

In 2034, the teeal ocisn Lax revoriue amaunted b UAN 332 889, in 2007 thn indea s expocted to reach UAN 421 Bln paint

LY D 13 a4

Change in total cigarette production in comparison with 2017

Bythe end of 2017, the estimated total amount of 20ld and taxed o garettes will be 70.5 bla precas

@ -46% @ -6.8% @ -8.5%

Scenario 3 has the most considerable national bengfits from the point of in tob:
and i in budget A recent World Bank estimate for Ukraine showed that by 2035 the
continued tax incraace wolld racult in the svoidance of 126,730 new cases of smoking-ratated disaass;
19,172 premature deaths; and 267,098 potential years of life lost, relstive £ no change in tax. These
reductions in disease and death will avoid 1.5 billion UAH in heeltbeare costs and 16.5 billion UAH
in premature mortality costs, respectively (http //bit.ly/2gI9RTT)

The Minatry of Health, Subjject ta artiele 152 Sbyectto artidle & Ulrainisn experisnce:
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e policy o tobaccy L abacco excise tae ritas  maens of reducing Tobeccs | to mare than UAH 33 bin In 2008 end smoning
e Lpa ircieese © with the EU {30 euros orumption provalence decreased {areny pesghe 12+ @)
. oer 1000 chgereties) from 25.6% to 19.3%
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Rigorous analytics to support tobacco taxation

|
Bringing in international !
experts
Round tables
Analytical support: .
* Progressivity of
tobacco taxation

Poow Flewme Abmar

) ‘ -

Modeling the Long-
Term Health and
Cost Impacts of
Reducing Smoking
Prevalence Through
Tobacco Taxation
in Ukraine

@/ WORLD BANKGROUP

* Micro-simulation of
tobacco policy
benefits and their
monetization
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Long-term health and cost implications

WB-supported modeling study (micro-stimulation) in 2017.

Impacts are calculated relative to the status quo before the tax hike, and
are modeled beginning in 2017, for 2025 and 2035.

Health outcomes are modeled for coronary heart disease (CHD), stroke,
chronic obstructive pulmonary disease (COPD), and lung cancer

The model estimated that by 2035 the specified tax increase would result
in avoidance of (relative to no change in tax):

126,730 new cases of smoking-related disease;
29,172 premature deaths; and

267,098 potential years of life lost,.

Reductions in disease and death will save:

1.5 billion UAH in healthcare costs and

16.5 billion UAH in premature mortality costs.

@ WORLD BANKGROUP



A study of
progressivity of
tobacco taxation in
Ukraine
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Baseline Household Survey 2013

Indicator Decile 1 Decile 2 Decile 3 Decile 4 Decile 5 Decile 6 Decile 7 Decile 8 Decile 9 DT:)"e
:"U°S“$s)eh°'d expenditure 311 398 431 458 518 523 576 620 685 1282
Proportion tobacco? 2.5 2.5 24 2.2 2.2 2.2 2.1 1.9 1.8 1.5
Households that smoke (%) 40 44 42 41 41 39 42 43 38 41
Y;)‘;ma"'headed households 52 51 56 54 57 58 57 54 57
Age, household head 51 50 51 53 52 53 54 54 53 51
Percentage HH with a Child o8 26 20 16 15 10 11 8 7 4

3-6 years of age
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Results: Ukraine Direct Effect of Tobacco Tax

Price shock Decil
rice shoc Decile 1 Decile 2 Decile 3 Decile 4 Decile 5 Decile 6 Decile 7 Decile 8 Deciled o ¢
scenario 10

Complete pass-

through
Low-bound

elasticity
Medium elasticity 0.16 0.22 0.21 0.24 0.25 0.25 0.25 0.23 0.25 0.22

Upper-bound

0.62 0.62 0.60 0.56 0.56 0.55 0.53 0.48 0.45 0.37

0.32 0.38 0.36 0.38 0.39 0.39 0.39 0.35 0.36 0.31

0.01 0.07 0.06 0.10 0.11 0.12 0.12 0.11 0.14 0.13

e@ﬁ%!tyroportion of household-budget. Based on data of the 2013 -household budget survey.
Note: The table shows the share of total household budget for each decile. Complete pass-through refers to elasticity equal to zero; consumers
pay all the increased prices.
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Results: Reduction in Medical Expenditure Results: Gains in productive years

Reduction in Expenditure: Medical Costs of Tobacco Taxes

Income Gains: Production During Years Lost
(Reduction of Medical Expenditures)

(Production during years lost by income decile)
d)_ -

.001
1

v

4
1

Inconme Gains

2
1

Inconme Gains (%)

T
0 2 4 6 8
Income Decile

Cl 95%
Medium Bound Elasticity

Lower Bound Elasticity
Upper Bound

Source: Author estimation using a price shock of 25%
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Results: Total Direct and Indirect Summary and Conclusions
Effects of Tobacco Taxes of the Study

Total Income Effect: Direct and Indirect Effect of Taxes ~ * Tobacco tax increase has a negligible effect
(tobacco price increase, medical expenditure and working years gained) in the presence of a low tobacco price

elasticity

.1
|

o * Medium-bound elasticity: with variations

across income deciles, tobacco tax
generates welfare gains among lower-
income groups

» Upper-bound elasticity: income gains across

Incoonme Gains (%)
1

225

T T T T é i all groups of the population (more important
Income Decile for lower incomes)
Cl 95% Lower Bound Elasticity . . . . .
Medium Bound Elasticity Upper Bound * Results are in line with literature, showing

Source: Author estimation using a price shock of 25% beneﬂts of redUCtIOI’I |n tObaCCO Consumpt|on
that may occur through diverse policy
mechanisms
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RESULTS of
Tobacco taxation policies in Ukraine

Our Achievementsi
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Long-term achievements of 2008-2017

- the average rate of excise duty on a packet of
cigarettes in Ukraine has increased by more than 20

times,

- Increase in revenue to the State Budget from 3.5
billion UAH to the projected 40 billion UAH in 2017,

- Decrease in the number of smokers in Ukraine from
10 million to 6.5 million (data from the State Statistics
Service).

- GATS Ukraine in 2017 showed a 20% reduction in
smoking prevalence among adults over the past 7
years.

@ WORLD BANKGROUP 29



Gradual decrease in smoking

Smoking prevalence among adults 18+

2013 € 44,6% 11,2% 26,2%

2017 £ 41,2% 9% 23,7%

Higher smoking decrease among younger population 18-30

2013 € 53,6% 20% 37%

2017 € 40,3% 12,8% 26,7%
Data from Omnibus surveys, graphics from NGO LIFE
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Most recent achievements: 40% increase of specific

 Revenues from tobacco excise duties in
2017 amounted to UAH 39.9 billion (1.7%
of GDP), which is 20% more than in 2016.

« Consumption of cigarettes last year
decreased to 67 billion units, or 14% less

compared with 2016.

@ WORLD BANKGROUP



Industry’s response

« By all means keeping its clients: right after excise
tax increased, the price went down

Q1 2016 cigarette sales increased by 17%; overall
in 2016 taxable cigarette sales increased by 5%

e Winners and losers:

« Governmental tobacco excise revenue in 2016
increased to 33.2 billion UAH or by 50% (with
excise rate increase 40%)

* Philip Morris Ukraine declared 1 billion UAH losses

In 2016, other tobacco corporations also did not get
profits in 2016

* In a short-term, daily smoking prevalence increased
from 18.4% to 19.3%, but further decreased

@ WORLD BANKGROUP
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Price increase trajectory

Average cigarette prices in Ukraine in 2015-2016

Specific excise rate increased by 40%
Ad valorem excise rate increased by 20%
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Excise for non-filter
cigarettes was
increased to the
rate for filter
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Source: Krasovskiy, MoH
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Cigarette consumption in Ukraine
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Estimates of cigarette sales, consumption and smuggling in
124 Ukraine
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Daily smoking prevalence by age groups (%),
2008-2016, National Statistic Service data

24.8 939
' 0.6 221
== .
230 227 228 1 o .
192 20.1
——People 18-29 years old
-s-People 30 years and older
The fastest decline for all age groups observed in
2009-2010, when tobacco excise rate increased 6-fold
in 2 years
2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
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Decline in smoking prevalence was accompanied by

morbidity and mortality decrease

-#—Chronic obstructive
pulmunatory diseases

—4+—Strokes (people of

30000 - . . .
Number of tobacco-related deaths in Ukraine in
#0007 26\
22081 ;N
20000 - )
— . ——Atherosclerosis
19371
18822 18804
14542
13560 \
12752
10000 - 11256
|
\ 9911 0231 working age)
9090 .
7945 2671 i A 898
6N 7420 7258 7154
5000 - .
5383 14927 —_— Respiratory
4401 4347 4013 tuberculosis
O T T T T T
<§§i} 2008 2009 2010 2011 2012 2013
"y WORLD BANKGROUP .
Source: Krasovskiy, MoH



Number of deaths in fires decreased in Ukraine in 2008-
2013 by 40% among men and by 32% among women

3000 -

2500 -
2000 -
2031 ——Total
1681 4615
numbe
1500 - r of fire
deaths
1239 —#—men
1000 - 1152 1132 1141
722 654 689 694 o5
0 T T T T T T T T
@ 2005 2006 2007 2008 2009 2010 2011 2012 2013
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Outlook

Adopted scenario will help reach the EU Association

target (90 euro per 1000 cigarettes or 1.8 euro per
pack) by 2025:

Annual 20% excise after 2018 increase of 29%
Tobacco market will fall from current 70 billion
cigarettes to 55 billion or less (due to decrease of

cigarette smuggling out of Ukraine and tobacco use
reduction)

The annual revenue will reach 3.6% GDP (from
baseline of 2.3%)

Tobacco use will decrease by about 4-8% annually
and will further reduce levels of tobacco-related
diseases and deaths

@ WORLD BANKGROUP



New challenges

Adoption of WHO Protocol to Eliminate lllicit
Trade in Tobacco Products

New law to:

@ WORLD BANKGROUP

ban flavored cigarettes;

increase graphic warnings about the dangers of smoking on packets
of cigarettes and print them on both sides of the pack;

obligate manufacturers of tobacco products to report on the
composition of products and their impact on human health;

prohibit sales of electronic cigarettes to minors, establish clear
requirements for the content and labeling of these devices;

ban tobacco advertising on the Internet.
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Conclusions

INCREASING TOBACCO TAXES

A “WIN-WIN” FOR HEALTH
AND THE ECONOMY

Higher taxes on tobacco products reduce tobacco consumption and improve
public health, while also increasing government revenues that can be used to
fund priority investments and programs that benefit the entire population.

-------------------------------------------------------------------------------------------------------------------------
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Thank you!

Olena Doroshenko
Health Specialist/Economist

Health, Nutrition & Population

(380 44) 490-66-71
odoroshenko@worldbank.org
www.worldbank.org

1, Dniprovskiy Uzviz Kyiv 01010, Ukraine
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IMPLEMENTING ARTICLE 6 WHO FCTC
MALAYSIA EXPERIENCE

DR NOR ARYANA HASSAN

PUBLIC HEALTH MEDICINE CONSULTANT AND NCD EPIDEMIOLOGIST
TOBACCO CONTROL UNIT AND FCTC SECRETARIAT )
MINISTRY OF HEALTH MALAYSIA




Trend of smoking in Malaysia
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Graph 1: Trend of smoking among Malaysian adults aged 18 and older,
1996-2015




Trend of smoking in Malaysia
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Graph 2: Trend of smoking among Malaysian youths aged 13 to 15, from
2003 to 2016




ARTICLE 6 WHO FCTC

* Implementation of Article 6 of the
WHO FCTC is an essential element

e The WHO recommends that tobacco
excise taxes account at least 70% of
the retail prices of tobacco products

+ Taxes need to be increased regularly
to correct for inflation and consumer

purchasing power




CHALLENGES TO INCREASING
TOBACCO TAXES

« Is it Effective ?

= Tobacco Industry SCARE tactics:
=S - Smuggling & Illicit Trade;
= C - Court & Legal Challenges;
= A — Anti-poor Rhetoric;
* R — Revenue Reduction;
 E - Employment Impact




CURRENT TOBACCO TAXATION POLICY

= Cigarette tax is collected from cigarette
manufacturers or cigarette importer.

= Government has still not adopted a structured
tobacco tax policy.

= Revenue collected pooled under the
consolidated fund



CURRENT TAX POLICIES

= Until 2003, taxes on tobacco was levied according to
their weight

= In 2004, adopted a specific excise tax per stick
= In 2005, introduced ad valorem tax but abolished in 2015
= Introduced GST in 2015 (April).

= The latest increase of specific tax was in November
2015, increase of 42.8%



TOBACCO TEXATION IN MALAYSIA (1990-CURRENT)

Year Specific excise Tax (RM/kg or RM/stick) Sales Tax (%) Ad Valorem Excise tax (%)

1990 13 15 -

1991 14 15 -
1992-1998 28.6 15 -
1999-2000 40 15 -

2001 40 25 -

2002 48 25 -

2003 58/kg 25 -

2004 0.081/stick* 25 -

2005 0.11 5 20

2006 0.12 5 20

2007 0.15 5 20

2008 0.17 5 20

2009 0.18 5 20

2010 0.21 5 20

2011 0.21 5 20

2012 0.21 5 20

2013 0.26 5 20

2014 0.28 5 20

2015 0.40 6 0

2016 0.40 6 0

2017 0.40 6 0
Note: *Specific tax per stick was introduced (1 kg = 1100 sticks) @
Source: The Royal Malaysian Customs Department, Malaysia and The Confederation of Malaysia Tobacco

(CMITM). various vears.
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EVIDENCE T0 SUPPORT FISCAL MEASURES

= Current studies in Malaysia focus on the
impact of cigarette tax increases on :

i. A reduction in cigarette consumption.
ii. National revenue
iii. Illicit cigarettes






Figure 1. Malaysia: The Relationship Between Excise Tax Rate Per
Pack, Retail Price And Total Consumption Of Cigarettes

Total Cigarerette Consumption

- Excise Tax Rate (per pack)

Cigarettes (billion sticks) Tax, Price (RM per pack)
Significant decline in consumption of
30 cigarettes when excise tax increases 16
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Figure 2. Tax Revenue (RM) vs Tax Rate (per stick)

Tax Revenues (RM' billions) Tax Rate (per stick)
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Source: The Royal Malaysian Customs Department and The Ministry of
Finance (various years)






Figure 3. The Relationship between excise tax and quantity of legal

and illicit cigarettes
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STRUCTURED TRXATION POLICY TO
REDUCE PREVALENCE

The Malaysia Abridged
SimSmoke Model



PROJECTION

= To achieve < 15% smoking prevalence in
2025, excise tax should be raised from the
current rate of 47% to 78% of the retail
price.

= To achieve < 5% smoking prevalence in
2045, excise tax should be raised from the
current rate of 47% to 88% of the retail
price.

** only tax measures



PROPOSITION

v Increase current excise tax rate (471% of the
retail price) to 60% of the retail price.

v" The new proposed price for the current

premium cigarette will increase from
RM17.00 (4.3 USD) to RIM22.00 (5.5 USD)

** combination with other non tax measures 100% Smoke -free area policy , A fully
funded mass-media campaign and A comprehensive marketing ban policy



KIDDIE PACK PROPOSAL BY INDUSTRY

Star ONLINE
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are reasons: Tobacco firms (corrected)
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TRANSLATING EVIDENCE TOWARDS

Tobacco Control Policy
IN MALAYSIA




EVIDENCE URGENTLY NEEDED

Structured tobacco tax policy and Willingness to Pay
(WTP)
= To determine the willingness to pay (WTP) for a pack of cigarettes.

= Findings from the WTP study will guide our policy makers to implement structured
tobacco tax policy

Student’s daily pocket money and affordability in
purchasing cigarette

= By conducting a study in assessing school children’s daily pocket money and its
association in purchasing cigarette would help the policy maker to increase the tax
and propose measures to curb this problem.

)



EVIDENCE URGENTLY NEEDED

The cost of smoking and the impact on government
resources

= The costs of smoking consist of direct costs (e.g. medical costs) and indirect costs
(e.g. productivity, quality of life).

= The ‘net revenue’ from smoking in Malaysia and the extent of financial loss that
smoking contributes to this country.

Illicit trade study and its association with cigarette
tax

= Research from the WHO and the World Bank have long disputed this claim and
demonstrated how raising tobacco taxes has zero correlation with illicit trade.

=  Anin-depth study in Malaysia would be able to convince the policy makers that
raising tobacco tax is probably the sharpest tool to combat smoking in this
country.
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~ UK HEALTH
Y /| rrevention rirs I
FORUM . Modeling the health and

. cost impacts of increasing
: tobacco taxes: case studies

from Ukraine and UK

Laura Webber PhD, UK Health Forum



The UK Health Forum

1.
2.
3.

UK HEALT

'REVENTION FIRS

A charitable alliance of 70 national public and professional
organisations — established mid-1980s

Formerly the National Heart Forum

Funded through grants and contracts

Focus on Prevention of Non-Communicable Diseases
Policy development and advocacy

Information provision & research

Modelling & forecasting



Methods summary

e Statistical model used to forecast trends in smoking prevalence into the
future

* Create a virtual population of 20million+ individuals

e Validated model for a range of risk factors (smoking, obesity, alcohol
consumption, physical inactivity, salt consumption)

* Can test the health and cost impact of a range of public health
interventions including taxes: sugar sweetened beverage tax, alcohol tax,
tobacco tax

 Implemented in over 70 countries, 50 US states, England Local Authorites

* Downloadable tool: http://www.econdaproject.eu/tools.php

* Two case studies: Ukraine and United Kingdom
* Review of fiscal policies for health



UKRAINE



BACKGROUND

e Ukraine has had one of the fastest declines in smoking
prevalence in the world (WHO, 2011)

* Multi-faceted tobacco control legislation from 2005 onwards,
corresponding to the FCTC

 Examples include: media campaigns, smoke-free places, textual
tobacco warning labels, ban on outdoor tobacco advertising,
taxes

* But Ukraine still has one of the highest smoking prevalence
rates in Europe (45% in men, 11% in women) (KIIS, Omnibus
surveys).



Model the long term health impacts of increasing tobacco tax
in Ukraine

Specifically, the following two scenarios were run:

1. Baseline scenario (2016): Ad valorem (12%) minimum
specific (8.515 UAH/S0.35) and simple specific (6.365
UAH/S0.27)

2. Tax increase scenario: Increase Ad valorem tax (15%), and

30% Increase in the minimum specific excise (11.08
UAH/S0.46), and simple specific (8.28 UAH/$0.34)



UKHEALTH

METHOD RN

FORUM
* Smoking prevalence data from 2015 (national data)
 Population data for Ukraine (UN population data)
* Disease data as below (literature)
Incidence Mortality Survival Direct healthcare costs

Converted from incidence | Denisova, P Kuznetsova
e CED 20 and mortality 2014

Converted from incidence | Denisova, P Kuznetsova
Strokle GBD 2015 GBD 2015 and mortality 2014

Converted from incidence | Denisova, P Kuznetsova
COPD GBD 2015 GBD 2015 Ind mortality 2014
Lung Converted from incidence | Denisova, P Kuznetsova
cancer \CGBD 2015 and mortality 2014



UK HEALTH
Coreveumion fest|
FORUM

RESULTS

 WHO TaXSiM model calculated that the tax increase would
result in a reduction in tobacco consumption

* This was used in the model to quantify the long-term health
impact on disease and related health care costs

Summary of scenario

% reduction in Estimated expected Estimated expected
cigarette consumption reduction in smoking (males) reduction in smoking
(females)
Uptake (%) Number of Uptake (%) Number of
cigarettes cigarettes
smoked (%) smoked (%)

Tax scenario 5.61 4.59 10.2 0



RESULTS

Scenario0 Scenario 1
(baseline)




RESULTS

The increase in tobacco tax is predicted to result in the
avoidance of ~127,000 new cases of smoking-related diseases
by 2035

78,092
CHD

25,881
COPD

o

$47.6m/yr

-
<>



RESULTS UK HEALTH
J | revenion Fisst
FORUM
Millions UAH Millions US$
Cum. direct healthcare costs avoided | 2025 942.2 22.8
2035 1545.8
Cumulative premature mortality costs | 2025 3568.4 149.9

2035 16536.4 694.8

The exchange rate of 1US$/23.8 UAH is used here



LIMITATIONS UK HEALTH

e A number of data limitations

-No data on non-healthcare costs, e.g. lost productivity due to disease,
were available, though we included lost salary.

-No data were available to explore differences by social groups.

* Only a one-time tax was implemented
* No change in second-hand smoke exposure is modeled.

* The simulation only includes four smoking-related diseases, so results
are likely underestimates of the true effects.

* No in-depth uncertainty analysis was conducted.

 The model does not take account of future changes in policy or
technology.



CONCLUSIONS

* Small changes can have important impacts on morbidity,
premature mortality and related costs

* Continuous tobacco control measures are required

. . . . L 4N - ‘ P

* Highlights the importance of gathering good el
qguality surveillance data to make the most )
accurate estimates

e Future work could consider additional tax
scenarios
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UKHEALTH

BACKGROUND

UK has a comprehensive approach to tobacco control, with fiscal
measures being the most effective policy lever to reduce disease

A;"(\ YT K"\'?

UK price level index of tobacco is the highest of the EU member

states at 219% the EU average.
 Tobacco duty escalator that rises above CPI, continuously decreasing

the affordability



AlM

 Model the health and cost impact of increasing the
tobacco duty escalator from 2% to 5%

e Can this intervention help the UK reach a ‘tobacco
free society’ of 5% prevalence?



METHODS

UK HEALTH

 Modelling study from 2015-2035
UK population, 100million simulations
e Diseases included:

- Coronary heart disease

- Chronic Obstructive Pulmonary Disease (COPD)

- Stroke

- Cancers: (Acute Myeloid Leukaemia (AML), Bladder, Bowel, Cervical,

Chronic Myeloid Leukaemia (CML), Gastric, Hepatic (liver), Laryngeal, Lung,
Oesophagus, Oral, Ovarian, Pancreatic, Renal (kidney))



UKHEALTH

RESULTS
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RESULTS

UKHEALTH

PREVENTION FIRST

EVEN IF CURRENT TRENDS OF DECREASING SMOKING PREVALENCE WERE TO

CONTINUE:

1.35
MILLION
NEW
DISEASES
BY 2035

580,600
CASES OF

CANCER

£3.6BILLION

£542
MILLION
DIRECT
HEALTH
COSTS IN
2035
ALONE

£3.0
BILLION
INDIRECT
HEALTH
COSTS IN
2035
ALONE



UK HEALTH
RESULTS

INCREASING THE TOBACCO DUTY ESCALATOR TO 5% COULD AVOID...

31,068 20,022
CASES CASES
OF OF
CANCER STROKE

16,570
LUNG

75,254 CANCER

CASES OF £49 MILLION DIRECT HEALTH COSTS AVOIDED

DISEASE

BY 2035

£6 £10 £9 £5
MILLION/ MILLION/ MILLION/ MILLION/
YEAR YEAR YEAR YEAR

£0.2 BILLION INDIRECT COSTS AVOIDED



LIMITATIONS UK HEALTH

* Data intensive
— utility weights were from a US population
— smoking prevalence from England scaled to UK

e Short time horizon of the study so only a modest impact on diseases

* decay rates were applied to relative risks to account for time
between cessation and reduction in risk i.e. this is a slow decrease in
ex-smoker relative risk.

e Costs not discounted

 Update work ongoing to 2050 in each of the 4 UK countries (England,
Scotland, Wales, Northern Ireland).



CONCLUSIONS

UKHEALTH

5% TDE supports tobacco free ambition by reaching 6% smoking prevalence

by 2035

» Additiorsl matial &
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Research paper

Modelling the implications of reducing smoking
prevalence: the benefits of increasing the UK
tobacco duty escalator to public health and

economic outcomes

Andre Knuchel-Takano," Daniel Hunt,” Abbygail Jaccard,' Arti Bhimjiyani®
Martin Brown,' Lise Retat,' Katrina Brown,* Sebastian Hinde,® Chit Selvarajah,’

Linda Bauld,*® Laura Webber'

ABSTRACT

Introduction Taxing tobacco is one of the most
effeciive ways 1o reduce smoking prevalence, mitigate
iis devastating consequential hesith hamms and progress
1owards 2 tobacco-free sodety. This study modalied the
health and economic impacts of ingeasing the existing
Ggarette tobacco duty escaiator (TDE) in the UK from the
current 2% zbove consumer price Inflation to 5%.
Methods A two-stage modelling process was used
First, 2 noa-finear multivaniate regression mode!

waas fitted to cross-sectionai smoking data, creating
longitudinal projections from 2015 to 203:’:. Second,

SLCT . e FISINr PRRCINIY | i CVICy BV

Knuchel-Takano et al (2017) Modelling the implications of reducing
smoking prevalence: the benefits of increasing the UK tobacco duty
escalator to public health and economic outcomes

www.ncbi.nim.nih.gov/pubmed/29212863

each. Recenr UK policies include a3 minimum
excise tax to establish a base rate of tax per pack
of cigarertes which impacrs on the cheapest avail-
able options” and increased dury on HR-T. Both
policies are likely to discourage ‘downtrading’ to
cheaper tobacce products.*

Over the last 23 years, 2 potable UK policy
has been a duty escalaror on cigarertes that rises
above consumer price inflation, cobptinuously
increasing the price of cigarettes.” This measure is
unigue among developed economies. In 1591, the
Chancellor of the Exchequer found ‘strong argu-

for a big duty imcrease on robacco’, which
ed in 1982/1993. A dury escalator above
op was implemented I3 CETaln years up 1o
including ar 59 above inflation from 1997
}1, before being scrapped and subsequently
‘aduced 10 2010. Since then the dury esca-
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Fiscal and pricing policies to
iImprove public health

Aim of project
Identify and assess fiscal or pricing policies that could improve
England’s health 2%

Public Health
England

Objectives
« Develop a framework to help compare and analyse the impact of
policies from different policy areas

* Review existing evidence from the UK and other economically
developed countries on the health impacts of implementing such

policies

« Summarise evidence through the framework lens to provide
recommendations of policies to be implemented in England

26
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Thank you!



The Spread of Taxes on Sugary Drinks
Experiences from the US and Mexico

Lynn Silver, MD, MPH, FAAP

World Bank Joint Learning Network ) PUBLIC
Nairobi, Kenya l",\l, %ﬁ‘ﬁ;ﬂ
February 13, 2018




One in eight of the world's adults were classified as obese in 2014

Percentage of men and women who are obese or underweight

B Obese men B Obese women U Underweight men 8 Underweight women

Guardian graphic | Source: The Lancet ...+ 2016



Global Trends in Child Obesity, 1972-2012
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Obesity is one of the top three global social burdens generated by
human beings

Estimated annual global direct economic impact and investment to mitigate
selected global burdens, 2012’

GDP, $ trillion
Share of
global GDP Historical

Selected global social burdens % trend?
Smoking 21 29 A
Armed violence, war, and terrorism® 21 28 A
Obesity 2.8 A
Alcoholism 14 20 B>
lliteracy* 13 17 \ 4
Climate change 10 13 A
Outdoor air pollution 09 13 s
Drug uses 07 10 A
Road accidents 0.7 1.0 A
Workplace risks 0.4 06 A
Household air pollution 04 0.5 A
Child and matemal undemutrition 0.3 05 v
Unsafe sex® 03 04
Poor water and sanitation’ 01 0.1 v

1 Based on 2010 disability-adjusted life years {DALY) data from the Global Burden of Disease database and 2012
economic indicators from the World Bank; excluding associated revenue or taxes; including lost productivity due to
disability and death, direct cost, e.g., for health care, and direct investment to mitigate; GDP data on purchasing power
parity basis.

Source: McKinsey Global Institute, 2014



Number of adults with diabetes (millions)

People living with Diabetes in the World Rises from
108 to 422 million 1980-2014

Worldwide trends in diabetes since 1980: a pooled analysis of 751 popﬁllation-based studies with 4-4 million participants in

A 146 countries
500+ ] West Africa [ Caribbean 71 [ Change due to change in prevalence
] Central Africa 3 Andean Latin America [] Change due to interaction between change in prevalence
450- % 2;‘;‘:?;’(‘ :‘f"fa = g:l:g\ae'rl:t:‘hﬁ':i: ';ai(a 2 and change in population size and age structure
Bl Middle East and north Africa  [] High-income English-speaking countries B Change dug b Cha"9° m‘ populaflon ok anage Sructure
Il Central Asia [ Northwestern Europe [ Number of adults with diabetes in 1980
4004 [ South Asia [ Southwestern Europe S
[ Southeast Asia [ Central Europe g
B East Asia Bl Eastem Europe
3504 [ High-income Asia Pacific n

Bl Melanesia
Il Polynesia and Micronesia

0
1980 1985 1990 1995 2000 2005 2010 2014 1980 19l85 19190 19I95 ZOTOO 20'05

Year Year

Trends in the number of adults with diabetes by region (A) and decomposed into the contributions of population growth and ageing,
rise in prevalence, and interaction between the two (B)For results by region

Source: NCD Risk Factor Collaboration.Volume. Lancet 387, Issue 10027, 2016, 1513—-1530
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Costs to Universal Health Systems
Hemodialysis and Renal Transplant in Latin America 1991-2010

700 660

604
600 568

522

500 - 478 473

apq 443

387
400
135 352

300 - 258 218

Prevalence (pmp)

189
200 123.174

100

Fig. 1. Latin Americon Dialysis ong Renal Transplontotion Registry 1991-2010. RRT prevalence, all modalities,

Source: Rosa-Diez, 2014



Attaining the nine global noncommunicable disease targets:
a shared responsibility

{1) A 25% relative reduction In the overall mortality from cardiovascular diseases, cancer, dia-
betes, or chronic respiratory diseases

;

{2) At least 10% relative reduction in the harmful use of alcohol, as appropriate, within the natlo-
nal context

{3) A 10% relative reduction In prevalence of Insufficlent physical activity
(4) A 309 relative reduction in mean population Intake of salt/sodium

{5) A 30% relative reduction In prevalence of current tobacco use

(6) A 25% relative reduction In the prevalence of raised blood pressure or contain the prevalence
of raised blood pressure, according to natlonal circumstances

(7) Halt the rise In diabetes and obesity

CEOuR3

{8) At least 50% of eligible people recelve drug therapy and counselling (Including glycaemic
control) to prevent heart attacks and strokes

@

{9) An 80% avallablility of the affordable basic technologles and essentlal medicines, Including
generics, required to treat major noncommunicable diseases In both public and private facllities

b



This is a problem that is too big and too
expensive to ignore
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What causes obesity?
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Mostly: A toxic environment
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* Poor quality food environment with
inexpensive sugary drinks (SSBs), junk food,
and other highly processed foods replacing
traditional diets

* Reductions in physical activity due to
changes in technology and transportation,
violence and leisure time activities

* To a lesser extent, individual behavior,
medications, genetics
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Why taxes on sugary drinks?

» Sugar Sweetened Beverages (SSBs) are the single largest contributor of
added sugar to the diet in the US and contribute little or nothing to
nutrition

* Consumption increased enormously concomitantly with the obesity
epidemic in the US and globally,

 Consumption has been clearly associated with obesity, diabetes, heart
disease, cancer, tooth decay and arthritis risk

* |tisthe least complex behavior to change

e SSB taxes are an anti-obesity strategy which reaches the whole
population at minimal cost while raising money for societal goals
including health

¥ PUBLIC
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40 year beverage trends in US: Soda Replaces Milk
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Source: Calculated by ERS/USDA based on data from various sources (see http://www.ers.usda.gov/data-
products/food-availability-(per-capita)-data-system/food-availability-documentation.aspx). Data last updated Feb. 1,
Roté. Data for carbonated soft drinks (1947-2003) are from Census of Manufacturers.

ERS has data from 2004 from the Beverage Marketing Corporation, but does not

post/share this information as requested by the BMC Source: Shuwen Ng, UNC, 2016



México: Increasing spending on SSBs and refined carbohydrates replaces fruits and
vegetables and dairy
% Change in household food expenditure between 1986 y 1998

Soda

52.5 -

37.21

35. 1

175 | Refined CH

-17.5 -
-18.75

-26.72 Meats

-29.33

-35. -

Dairy
Fruits and
Vegetables
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Taxing Sugar Sweetened Beverages
Part of the Solution?
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The Spread of SSB Taxes: Success Replaces Failure
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Queen Elizabeth arrives in the House of Lords in 2016 proposing SSB Taxation

(amongst other things)
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SSB Tax Logic

; AQALY’s
SSB AConsumption AObesity A DALY’s

Excise Tax (or reformulation) AHealth

are Costs

Social Investment

and Change

¥ PUBLIC
Modified from Gortmaker, 2016 HEALTH
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Cost Effectiveness Modeling US



Cost Effectiveness Estimates of a 1 cent per ounce
SSB Tax in the US: 55:1 ROl at 10 years

Table 3. Mean Cost-Effectiveness Results With 95% Uncertainty Intervals

Total popuiation reached (milllons) 313
First.year intervention cost ($ millions) 51.0 (36.4, 65.5)
430 (307, 552)

125892, 14.1)

Tenyear intervention cost ($ millions)

Annual revenue ($ billions)
Short-term outcomes _ i
Mean per capita BMI unit recuction for adults > 19 years of age) 0.08 (0.03, 0.20)
Mean per capita BMI unit reguction for youth 2-19 years of age 0.16 (0.086, 0.37)

Total BMI units reduced (millions) 317 (127, 74.3)
Total BMI units reduced (millions) (youth only) 11.7 (4.21, 27.7)
Cost per BMI unit reduced” {$) (overall) 3.16(1.24, 8.14)
Cost per BMI unit reduced ($) (youth only) 8.54 (3.33, 24.2)

Tenwyear outcomes

Total LYs saved (thousands) 323(11.1, 80.1)
Total DALYs" averted (thousands) 101 (34.8, 249)
Total QALYs ' gained {thousands) 871 (342, 2,030)
Healthcare costs” ($ billlons) -23.6 (54,9, -9.33)

232 (~54.5, -B.88)
55.0 (21.0, 140)

Net costs” ($ billions)

Healthcare cost savings per $ Intervention cost ($)

Net cost per LY saved’ ($) ~ ﬂogt-savmg'

Net cost per DALY averted” ($) Cost-saving

Net cost per QALY gained” ($) Costsaving




What is old in SSB Taxes?

* Low level, often ad valorem or specific excise
taxes on non-alcoholic or carbonated
beverages in general

* Inclusion of SSBs with other beverages and
products in sales, value added taxes

* These do not incentivize consumers switching
to healthier beverages or may not be high

enough
KNSTITUTE



What is new in SSB taxes?

Higher 10%-100% excise taxes on manufacturers or distributors
specifically for beverages with added sugar, may be volume based
(Mexico) or ad valorem (Chile)

May be additive with existing taxes (Berkeley)

May be tiered by sugar content to encourage reformulation (UK,
Ecuador, Thailand)

May be combined with taxes on other unhealthy foods (Mexico,
Hungary)

Seeks to create differential pricing across healthy and unhealthy

products
Sl s
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Are SSB taxes regressive?

* Obesity and diabetes are highly regressive

diseases, generating expenses and lost
income for the poor

e Like tobacco taxes, if lower income residents
reduce consumption more than the wealthier,

the benefit is greatest for those with lower
Incomes

PP
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Making a Soda Tax More Politically Palatable

Q Margot Sanger-Katz @sangerkatz APRIL 3, 2016

Mayor Jim Kenney was elected in Philadelphia last year after promising to
bring the city universal prekindergarten, but he needed a way to pay for it.

Enter the soda tax. As part of his budget, introduced this month, Mr.
Kenney has proposed taxing sugar-sweetened beverages at 3 cents an
ounce, the highest soda tax proposed anywhere in the country.

The idea of a soda tax was introduced about a decade ago by public health
researchers who were aiming to reduce consumption of sugary drinks,
which they argued were causing increases in obesity and diabetes. But the
message has been a tough political sell. Soda tax proposals, fought by the
soda industry as nanny-state excess, have failed in New York State, San
Francisco — and Philadelphia, twice. So far, the only American city to pass a
soda tax is Berkeley, Calif.

) PUBLIC
HEALTH

INSTITUTE



Examples



Véxico
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Meéxico: Use of research based reports . -

El medio millén de muertos por diabetes

en la administracion de Felipe Calderén
El fracaso al combate de la epidemia de diabetes y obesidad

Las muertes por diabetes en el sexenio
de Felipe Calderén (2007-2012)

n el seervo de Fefpe Caldentn cerca de 500, 000 muertes fueron
causadas por 2 diabetes, (6 que representa un incremento del
33.30% en comparation con el sexenlo anteriorn e decir 120, 626
MURTes Mias.

Total de defunciones por disbetes en México por
sexenios presidenciales (2000-2012)

Sexenio Fax 361,514
Sexenio Calderdn A2, 140
Total 843,654

Incremento de un sexenioactro 120,626

£n ef ano 2000 e total de muertes por dizbetes fue de 86325, 3o
calcule gue en 2012, las muertes por disbetes lleguen a 89,414, un
Incremento mayor al 92 % en tolamente 12 adot

Mortalidad por diabetes en México 20002012

i

DEUNCONES  TASA™

2000 40,525 46.26
2001 49, 855 4924
2002 54,828 537
2003 55,119 s782
2004 62,201 6723
2005 67,09 6454
2008 oA 6524
2007 70,512 6663
2008 75,637 7050
2000 77,698 TL24
00 82,964 7654
201" 55,514 T80
2012 9,414 nx
FuemeBase de dars o mormaiited Secretaiia de Saked

*So ertvTee per sagreasn iveal J00-0210
S*Tase par 100 i Mabidanties

Una de las metas ertablecdas en el Programa haciens de Salue
2007-2012 fue reduck 20% i velocided de cecimiento de la
mortalidad por cabetes melitus con resbecio 4 W lendencia
obrorvada antre 19952006, fa cual fue de £ 9% cacda afa

Por lo 1arto, |a reduccian del 20% represertaba slcanzas
313% anual del 2007 al 2012. Sin embaergo, de acuerdo &l
sexto informe de gobiemo federal, en 2010 la velocidnd de
crecimliento de moralidad por diabetes fue de 4 1%

El lugar de México en el mundo

México otups actuaimenie el octavo lugar mundial en &
prevalenca de diabetes. Las proyecdones de los especialistas
Internacionaies refieren que para ¢l afe 2025, ¢ pals ocupard
ol sexto o céptima jugar, con 119 millones de mexicanos
ton disbetes En cuanto a mortalidad par diabetes, México
ocupa of sexta lugar mundial y ol teecer higar en ¢! continente
americano.

Bl ane Indice de mortalidad por dlabetes on Maxico es, on gran
medida, resuitado de una faita de politicas de prevencion y
de atencidn médica, asi como de une mals asistencia 4 los
pasentst

Tasa de mortalidad por diabetes a nivel mundial

(paises dei continente americano)

GAR PAIS TASA POR 100,000
6 México "y
147 Canadd 134
138 Estados Unidos 152
135 Peril 157
133 Argentina W
123 Chile 202
ne Colombyia 219
e CostaRica 20
87 fruador 3
24 Brasd 377
81 £ Salvador 191
57 Guatemala 51
49 Nicasagua 55.1
34 Hondueas 610

Fusrte Wiz Sheuih Numking 2012

El fin del Acuerdo Nacional

por la Salud Alimentaria (ANSA)

Y LA N=CESIDAD DE UNA LEY'Y POLITICA INTEGRAL
DE COMBATE A LA OBESIDAD

alianza
por la salud

alimentaria

RESPUESTA A LAS REFRESQUERAS Y CANACINTRA:
LA INFELIZ VERDAD SOBRE LOS REFRESCOS

No. 1

MENTIRA “No exste evidencia cientifica concluyente ni
estadistica de que el consumo de bebidas con contenido calorico
sea el causante del alto crecimiento de los indices de la diabetes en

VERDAD En México, contamos con el estudio de Jiménez-Aguilar y
colaboradores, quienes analizaron datos de 10, 689 adol tesdela" ta
Nacional de Salud y Nutricion 2006, en el que el umo de refre

posmvmenm con el Indice de Masa Corporal (IMC) en varones adoleseentes
mexicanos, ya que el analisis mostré que por cada porcion consumida de
refrescos, el IMC en los adolescentes varones aumento 0.17 unidades.

Jimgnez-Agutar A, Flores M, Shama-levy T. Sugar-sweetened Deverages
consumption and BIM In Mexican adosiscents. Mexkan Natonal Heatn and
Nutnition Suvey 2006. Salud Publica Mex 2009,51(4):S504-5612.

VERDAD Un meta-andlisis conducido por Vartanian y Schwartz
encontrd nexos claros del consumo de refrescos con el incremento de la
mgestondeeneruuypesocomonl y con el riesgo de diabetes y otras
enfermedades no transmisibles.

Vartanian L, Schwariz M. Effecis of sofl drink consumption on nutriton and health: A
systematic review an meta-anatysis, Am J Public Heaith 2007; 97(41667-675.

VERDAD Una revision sistematica conducida por Malik y
colaboradores demostroé una consistente asociacion positiva entre el consumo
de bebidas azucaradas, la ganancia de peso y la obesidad en nifios y adultos.

Mailk V, Schuize M, Hu F. IntakE of sugar-swestensed beverages and weight gain: a
systemalic raview. Am J Clin Nutr 2006;84:274-85.

VERDAD Otro estudio realizado por Liebman y colaboradores en 1817
adultos evndenuo que aquellos que consumieron mas de un refresco al dia
tuvieron 70% mas probabilidad de y 32% mas probabilidad
de presentar obesidad.

Lisbman M, Pelcan S, Moore S, et al Dietary intake, eating behavior, and physical
aciivity-refated determinants of high body mass index In rural communities in Wyoming,
Montana, and idano. int J Obes Relat Metab Disorg 2003;27:684-32.

EL PODER DEL CONSUMIDOR




SECRETARIA DE SALUD

HVICIO D LA COMITA CHATARRA ¥ (5 BEFmEs

500,000 MUERTOS
POR DIABETES

-2012

Ferig de fa S
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Making the Harms
Visible
November 20

RECLAMO.
Ofrenda
frenteala
Secarstaria de

por diabetes
duranteel
SEXEMND

Aprovechan la fecha para
protestar contra diabetes

Ruth Rodriguez

nuth rodeigueniivhedvressd comame

En la entrada principal del
edificiode la Secretaria de Sa-
lud, la organizacion civil El
Poder del Consumidor colo
¢6 una ofrenda de muertos
para recordar al medio millén
de personas que han fallecido
por diabetes asoclada a la
obesidad durante el sexenio
de Felipe Calderon.

Los activistas afirmaron
que en este sexenio no se lo-
2ré detener 1a velocidad con
que sumentan los casos de
diabetes, enfermedad que se
ha convertido en una epide-
mia en nucstm pah

Asimismo, criticaron Ia fal-
ta de acclones por parte del
goblerno federal para frenar
el consumo de productos
“chatarra”,

Integrantes de esta organi-
zacion colocaron la tradicio-
nal ofrenda de Dia de Muer-
tos, con flores de cempasd-
chil, veladoras, copal y calave-
ras, pero lo que miis destacéd
fueron unas falsas tumbas

Ademds, hubo una repre-
sentacién que hicleron cuatro
mujeres vestidas de negro
que colocaron una lpida con
Ia leyenda: “La Secretarfa de
Snlud a! serviciode Ia comida

La Smla de Sﬂuﬁ}\l \elvvnu de la
comida chatarra y refresco: 500 mil
muertes”

chatarra y refresco: SO0 mil
muertes”.

Alejandro Calvillo, director
de esta organizacion civil, ex-
plicd que 1a utilizacion de re-
frescos en Ia ofrenda de
muertos es como un simbolo
de gue son uno de 1os produc-
tos mis nocivos que causan la
epidemia de obesidad y que
conlleva a enfermedades co-
mo Ia diabetes.

Dijoqueesta manifestacion
€5 una protesta contra las au-
toridndesc_‘lemludanolm
pulsar politicas publicas ade-
cuadas, a pesar de que es pal-
pable el aumento de Ia obesi-
did y el sobrepeso.

Menciond que el consumo

de refrescos y comida chata-
ma que provocan diabetes,
entre muchas otras enferme
dades, es un pendiente que no
se ha podido atender por los
Intereses que hay alrededor
de la gran industria de bebi
das y alimentos,

Desde suandlisis, no se han
puesto en marcha
para regular los productos
chatarra y s6lo se han limita-
do a la autorregulacién, falla
que se ve reflejada enla muer

EL PODER DEL CONSUMIDOR

te de 500 mil diabéticos que
s¢ han registrado en esta ad-
ministracion.

considerd que la
Secretaria de Salud no ha
do con uno de los ob>
jetivos del Acuerdo Nacional
de Salud Alimentaria, que es
tablece el desarrollo de eti-
quetado para orientar a los
consumidores, Al contrario,
dijo, se ha permitido que las
empresas desarroflen su pro-
pio etiquetado enganoso.




Meéxico 2013 Media campaigns

|
4

"La suoslesa s n sndulzante srtificiel goe 0o aperts energe
¥ Sk Con 0 00 5 recomendads pac iedes,
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Caen capos del cartel de “La Chatarra”

ABRIL 29, 2013

n B vahsnilae 1’8 - ’ Twllinw [ ﬁ Shasr 1
@- 1011 O YataP-Ratingng sysiem
- 16820

Arresting the Junk Food
Cartel
Performance and video
against child targeted
marketing

L Giegatitiaciin Alldsa pie la Sal ol Alsmentiely prisenis sia tarde  dlgisios de Tos expos May 2013

mus importantes del “cartel de la Chatarra®™. que luscon acusadons de “vialar lox derechos

de la infancia”™ por inducir el consumo de alimentos v bebidas que contribuven a Ja expansidn de
[a epidemiia de obesidad en este sector de 1a poblacidn

Alianza por a3 Salud Alimentaria ironizd sobre 1a presentacion de supoestos delincuentes para
manifestarse por que se prohiba la publicidad de comida chatarra dirigida a los PODER DEL CONSUMIDOR




México: Water is Life Campaign for Water in Schools and
Public Spacess

Bebederosdeagua
con sistemas de purificaCion
en todas las escuelas

y espacios publicos
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The Soda Industry In the press

e s Wikl Obligana ———
magistrada % e e N DA IS 33
4 aresolver pesssng Negocios
caso RSG o uuucaLEwN —_—m- m
iLO PAGAMOS TO DOS! o e "“'-‘: e e | E’.."Z’Z‘.‘.‘""_ )

BLOOMBERG

El refresco que consumes
ya paga 16% de IVA

De aprobarse un nuevo impuesto

de cada peso que gastes en refrescos
35 centavos son de impuestos

N O mAs iIMPUESTOS
AL REFRESCO

MICHAEL BLOOMBERG, ALCALDE DE NUEVA YORK,
HA FINANCIADO CON 10 MILLONES DE DOLARES*
UNA CAMPANA DE SATANIZACION CONTRA

PO
..
-
.
-
.
-

La justificacion de salud para este

; : LAS BEBIDAS AZUCARADAS.
impuesto no tiene fundamento QUIERE HACER EN MEXICO LO QUE NO PUDO
| EN ESTADOS UNIDOS.
INDUSTRIA REFRESQUERA MEXICANA e ' s = -
) —=—rmme SENORES DIPUTADOS:

BIENESTAR, VALOR, SUSTENTABILIDAD
Y RESPONSABILIDAD SOCIAL

iNO LO PERMITAN!

ASOCIACION NACONAL DE PRODUCTORES DE REFRESCOS BUSQUEMOS JUNTOS LA MEJOR ALTERNATIVA PARA MEXICO
Y AGUAS CARBONATADAS AC. r\
il | | *; Crdutne cormcor i s “soces” du Bluumbsry que '

jobasity Industria
Refresquera
Mexicana

PagxyTisde 48 rurie gooe Sy Cxsehe Med vs rreree Mg ats l
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Mexico Evaluation

Starting Jan 18t, 2014: 1 peso/liter excise tax on SSBs (approx. 10%)
» Funds primarily general fund, some use for water in schools

» Concurrent 8% tax on non-essential energy dense food tax

* Pre-post comparison of purchases using observation data

- National, so no control (comparison group)

) PUBLIC
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Difference in Difference approach:
Graphical illustration

Diff1: Adjusted Observed

| rate of change in beverage

purchase (% per month)
during pre-tax period

Pre-tax

Post-tax — pre-tax observed

== POSt-tax
counterfactual

- POst-tax observed

—
DinD=Diff2-Diff1

Diff2: Adjusted ObSgrved
rate of change in
beverage purchase (%
per month) during post-
tax period
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Mexico Key Evaluation Findings

Tax Pass Through Beverages
Complete for Carbonated, Less for other Drinks

Volume Sales
Sugary Drink Sales Down 6% Year 1
Sugary Drink Sales Down 9.7% Year 2
Untaxed up 4% Year 1
Water up 16% Year 1
Junk Food sales down 5%, 10% in lower income
No change in untaxed foods

Source: Colchero 2015, 2017, 2017,
Batis et al, PLOS Med 2016



2014 Berkeley Soda Tax

A second opportunity to evaluate public
policy
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Berkeley, California - 2014

* First successful large SSB tax in US with Navajo Nation
* 1 cent per ounce — Approx. 10%
* Sugary drinks only

* Unanimous support city council, school board, medical organization, churches,
teachers union, police and firefighters, League of Women Voters

* Some small business support, mostly neutral

* Small, very progressive community
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Berkeley vs. Big Soda: United at City Council 3
®) 21114

from Berkeley vs. Blg Soda ®

Possuble November 14 Ballol Measu:es
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Rev. Dr. Marvis Peoples
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What Happened?
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Berkeley - Early Studies in First 4 months

Price Pass through - Falbe, et al. 2015 — tax partially passed through

Consumption

* Falbe et al.,, 2016: Street intercept interviews in low-income
neighborhoods before and 4 months post-tax, Berkeley and
neighboring controls

* -21% reduction in self-reported SSB consumption, increase in neighboring
communities. VWater consumption up.

-217% SSB consumption!

gPUBLIC
Fonte: Falbe AJPH 2076 mgﬁgﬁﬁ



RESEARCH ARTICLE

Changes in prices, sales, consumer spending,
and beverage consumption one year after

a tax on sugar-sweetened beverages in
Berkeley, California, US: A before-and-after
study

Lynn D. Silver'®, Shu Wen Ng**®, Suzanne Ryan-lbarra’, Lindsey Smith Taillie*>,
Marta Induni’, Donna R. Miles®, Jennifer M. Poti®, Barry M. Popkin®®*

1 Public Health Institute, Oakland, California, United States of America, 2 Department of Nutrition, University
of North Carolina at Chapel Hill, Chapel Hill, North Carolina, United States of America, 3 Carolina Population
Center, University of North Carolina at Chapel Hill, Chapel Hill, North Carolina, United States of America

%’PEJBL 1IC
Source: Silver, et al. PLOS Medicine 2017 II 1 S ﬁ‘ Eﬁ!



Berkeley One Year Findings

Three before and after studies

1) Electronic scanner data for 15.5 million customer visits in 2 large
supermarket chains in Berkeley and comparison cities 2013-2016

2) Price changes in 26 stores of different typs

3) Random digit dial Telephone survey of consumption amongst Berkeley
residents

®
Source. Silver, et al PLOS Medicine 2017 { N ST ITUTE



Tax was mostly passed through to taxed beverages and not untaxed ones

- 67% pass through in scanner data.
-  Complete for sodas and energy drinks, less for other products

In 26 store study full pass through in large and small chain markets
and gas stations, especially for soda

Partial in pharmacies
Not passed through in small independent stores and gas stations

‘ S1 before ' S1,11 after
PUBLIC

Source: Silver, et al PLOS Medicine 2017 mm,
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« SSB sales in o
Bel"keley

1 -9,6%

*Up in neighboring
cities

e Untaxed drinks
up + 3,5%

* All beverage sales
up slightly

) PUBLIC
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Healthier drinks increased, especially water

20% +
uBerkeley  wNon-Berkeley 15.6%**

15% -
=
0
] 10% +
>
c
% 5% +
8— 0.6%** 0.1%*
c'gl 0% - ———
c
&)
o Wb
e)
=
o 10% -
59 9.2%**

Fruit and |
15% - vegetable  Untaxed mik  Plain water Milk
Diet drinks juice and drinks
unsweetened
tea

Type of untaxed beverage

Source: Silver, et al. PLOS Medicine 2017

-Water up

+15,6% I

- Milk + 1%

-Diet down -9.2%

) PUBLIC
HEALTH
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Grocery Bills Did Not Go Up

Consumer spending per transaction did not go up, nor did store
revenue per transaction go down more in Berkeley

Y PUBLIC
| N HEALTH
Fonte: Silver, et al. PLOS Medicine 2017 INSTITUTE



Self reported consumption in telephone survey

Self reported beverage consumption declined - 20% (p = 0,49) n.s.
Consumption of untaxed beverages increased significantly

Berkeley had very low consumption to start with

Y PUBLIC
. . HEALTH
Source: Silver, et al. PLOS Medicine 2017 INSTITUTE



And the economy.....?

Increase in Food Sector Revenue: 15%

Berkeley’s business health is reflected in its sales tax revenue, which continued to
Increase after the tax. The tax became effective March 1, 2015. The greatest rise
was precisely in the e
food products sector
where sales tax 12
revenue (this does
not include the soda
tax) went up 15%

between July 2014

and December 2016,
more than any other
sector. Only about

5% of this increase

can be attributed to
sales taxes on the =
value of the soda tax
passed through to 9
beverage prices.

12
General Food Transport-  Construct-  Business to
Retail Products ation ion Business

Learn more at bit.ly/sodataxjobs




Revenue

The Berkeley Tax raised about $13 per capita per year

Even in a city with consumption that is only 1/3 of the
national average, and only 10%

Y PUBLIC
. . HEALTH
Source: Silver, et al. PLOS Medicine 2017 INSTITUTE



Funds used exclusively for community health and nutrition programs

In 2017

* Training youth community nutrition educators
* School gardens and cooking classes

* Healthy black families program — multistrategy approach to reducing
health inequities

* Diabetes Prevention Program

* Educational mass media campaigns promoting water
) PUBLIC
HEALTH

Source. City of Berkeley 2017 INSTITUTE



The Uber Driver

African American, in her 60s lived 40 years in Berkeley.
She voted for Berkeley's soda tax after some hesitation.
She went to the doctor. and was told she has pre-diabetes.
She was referred to the 16 week Diabetes Prevention
Program at the YMCA.

She went and learned how to eat differently
She asked: “How much does it cost?”

The YMCA said "Nothing”

She asked “Why"?”

“‘Because the City (of Berkeley) is paying with the
soda tax money”

She went back to the doctor.

Her blood sugar had gone down
And it is still down.

¥ PUBLIC
| HEALTH
Source: Silver, 2017 INSTITUTE



SUGAR SWEEETENED BEVERAGE TAXES SPREAD TO 8 CITIES IN USA,
GROWING IN SIZE, AND DEDICATED TO COMMUNITY WELL-BEING 2014-2017

Berkeley (2014)
San Francisco
Oakland

Albany (CA)**
(2016)

Navajo Nation
(2014)
Boulder (CO) (2016)

Philadelphia (PA)
(2016)

Cook County
(IL)(2016) (repealed)

Seattle (WA)(2017)

1¢ per
ounce

2% sales
tax

2¢ per
ounce

1.5¢ per
ounce

1¢ per
ounce

1.75¢ per
ounce

SSBs only
>25 cal/12 oz

>=2cal/oz

Sweetened beverages and
food of minimal nutritional
value

SSBs only with >=5gms
added sweetener per 12 oz

SSBs and artificially
sweetened beverages

SSbs and non-calorically
Sweetened
beverages

SSBs only >=40 cal/12 oz

General taxes with Advisory
Committees or input guiding
spending for health, obesity and
diabetes prevention

Community Wellness Fund

Dedicated to health promotion,
wellness and chronic disease
prevention

Pre-Kindergarten Education,
parks, libraries and community
schools

General revenue, covering public
safety and health needs

Childhood education & healthy
food, water access, support to
people with diabetes and obesity



BEVERAGE INDUSTRY CAMPAIGN AGAINST THE OAKLAND TAX 2016

“The GROCERY TAX
hurts my customers.”

Vo o Al
PABLO MARTINEZ

Store Owner/
International
Produce Market

- PUBLIC
HEALTH

INSTITUTE®




The US Beverage Industry Spent Over $107 Million USD to Fight
SSB Tax Campaigns 2009-2017

TOTAL INDUSTRY AND PUBLIC HEALTH SPENDING
FOR 2016-2017 SUGAR-DRINK TAX LEGISLATION

$259,342
Albany, CA [¢; oan

$1.074,736
Boulder, CO $925.570

$143,794
Cook County, IL* ,;;.,—)_553

; $22,742,405
San Francisco, CA
s : $14,621,646
Philadelphia, PA
7,891,546
Oakiand, CA | < .+ 4
§1,939,907

Santa Fe, NM E‘-f-"."-‘"i?

$210,000
Seattle, WA** 'g-;;ﬁ't_;sg.

$0 $5 $10 $15 $20 $25

$ Millions

B Industry Spending ® Public Health Spending

Source: Center for science in the Public Interest, 2016 and 2017



The Beverage Industry Spent over $120 Million USD for
Lobbying in Washington 2009-2016

$60,000,000
$50,000,000

$40,000,000

$30,000,000
$20,000,000

$10,000,000

$0

N -Coca-CoIa PepsiCo ABA
“*Through June 30th, 2016

Source: Center for Science in the Public Interest, 2016



Philadelphia

1.5 cents per ounce, on sugar and non-
calorically sweetened drinks (15% app)

Extraordinary Impact!
(I'll tell you about it)

YWY h
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«J oelect Language ¥

# For Distributors  For Dealers  For Consumers  For Tax Professionals % Get Email Updates

PHILLY
Iy

TAX 1S HERE

IT’S HERE!

It is time for the City of Philadelphia to tackle our largest
and most crippling problems head-on.

Poverty, an inadequate education system, and struggling
neighborhoods have held back Philadelphia for too long.

To address these challenges, the Philadelphia Beverage
Tax will help fund much-needed investments in quality
Pre-K, Community Schools and parks, rec centers

and libraries.

-

'REGISTER, FILE AND PAY »



Impact on Employment






Berkeley — Food Sector Jobs Increase 7.2% 4/2014-6/2016

Increase in Food Jobs: 7.2%

Similarly, employment across food sector establishments continued to rise
overall by 7.2% between April 2014 and June 2016 with 469 jobs added.
Employment in limited service restaurants rose by 18.9%, full service
restaurants by 5.6%, and in supermarkets and grocery stores by 2.6%—the
three largest employer types in the food sector.

469 empleos adicionales

20
15—
18.9%
10 [~
@
=
8
B
(6]
2
5
0 t_A-
S
Full Service Limited Snack &  Supermarkets Gas Station
Restaurants Service Non-Alcoholic & Other w/Convenience Sector
Restaurants Bewverage Bars Grocery Store

as  Lorewd wenter Dok arei My Aormie Seawrmathern and Se Metior mah AP Foom
taptarts Rotasraris Doversge Sy Mher Crixcery Cervermt oy Sty Sestin

=
* M4 O

Learn more at bit.ly/sodataxjobs




Philadelphia — Tax on Salaries Collected Q1, 2012-2017
Beverage Industry

$24.0
N
.
= 50 B
=
o
(%)
S $16.0
3
2
| $14.0
$12.0
$10.0
Q1/2012 Q1/2013 Q1/2014 o - | |
Quarter / Year

Source:: Philadelphia Dept of Revenue



Meéxico 2014

* No impact on jobs in manufacturing sectors
for SSBs and junk food

* Small Increase employment in commercial
stores

* No impact on overall unemployment rate

Source: Guerrero Lopez et al, 2017




Design Questions: How Big?

— Mexico, Berkeley, SF, Oakland, AlbanyllO%
— Boulder, Philadelphia, Seattle 15-20%

— India 40%

— Saudi Arabia & UAE 50%, up to 100%

— More effective when higher
— Recommend at least 20%



Design Questions:

Sugar only or Diet too? ' ' '

— Mexico, Berkeley, SF, Oakland, Boulder Albany
Sugar Only

— Philadelphia Sugar + Diet
— India - all carbonated
— Thailand and UK Sugar Only

— We don’t know yet
— Philadelphia appears to be working well for both



Design Questions:
Tax by volume, tiered or
by sugar content?

— Mexico, Berkeley, SF, Oakland, Boulder, Philadelphia,
Albany by SSB volume (ounces, liters)

— Others by value of sale
— UK, Ecuador, Thailand — Tiered by sugar content
— US Proposed Sweet Act — Proportional to sugar content

— Stimulating reformulation magnifies health impact
— Best approach between tiered and proportional uncertain
— No data yet comparing



Design Questions:
What to spend on?

— Mexico — General Tax

— Berkeley, SF, Oakland, Boulder Albany —go to prevention
— Philadelphia pre-kindergarten education, libraries, parks
— India — General

— UK —School physical activity

Urgent need for funding to prevent NCDs through healthier
food, physical activity, reduced smoking and alcohol use



Design Questions:
How to optimize pass through?

Probably by working with and educating store
owners

Philadelphia invested in this



Conclusions



Sweetened Beverage Taxes Don’t
Make People Less Thirsty




Prices are mostly passed through to
the unhealthy products



When prices are passed through
consumption declines




These taxes are an option for funding
prevention or other social needs



Complementary Strategies for Sugary
Drinks and Unhealthy Foods

Strong front of pack labeling (Chile, Ecuador, Bolivia)
Size limits on bottles/cans/portions
Public procurement guidelines

School and other place based restrictions (US, Brazil,
Chile)

Ban marketing to children (Chile, Brazil)
Creative education/social media campaigns

Required warnings on products and ads (San
Francisco)

Promotion of traditional unprocessed foods and water



Chile Front of Pack Food Labeling
Prominent High Sugar, High Salt, High Saturated Fat Warnings

~ Prefiera
alimentos con
menos sellos

YSINO TIENEN MEJOR

IEV DE ALIMENTOS

Found more effective than traffic light in children 8- 13 years old

Source: : Universidad de la Republica and Instituto Nacional de Alimentacidn/MIDES of Uruguay, presented 2016 - unpublished



LIMIT PORTION SIZE

6.5 0z 12 oz 20 oz 33 oz (1L) 96 oz (3L)
(1920s) (1960s) (1990s) Today Today




Like Smoke Free Air

new ideas go from
Ridiculous =—>Possible =—> Normal

Tarja Halonen, former President, Finland

Thank you
Isilver@phi.org
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Berkeley Sudy Team at PHI and UNC:

Barry Popkin
Shuwen Ng
Suzanne Ryan Ibarra
Barry Popkin
Cory Hamma
Marta Induni
Lindsey Taille
Emily Yoon
Donna Miles
Jennifer Poti
Collaborating Grocers and Businesses

Slides/Images:

El Poder del Consumidor, World Obesity, MGI, Simon Barquera, Steven Gortmaker,
Alejandro Calvillo, Rebecca Berner, Shuwen Ng, Hannah Lawman

Funding Berkeley Study: Bloomberg Philanthropies

Thank you
Isilver@phi.org
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Health and Cost Impacts of
Introducing an Alcohol Duty

Escalator in the UK

Laura Webber PhD, UK Health Forum



BACKGROUND

* Non-communicable diseases (NCDs) are the biggest cause of
mortality and premature mortality across the UK
 Many are preventable by reducing risk factors such as alcohol

consumption, smoking, BMI and physical inactivity

* Monitoring trends in risk factors over time is important for
policy and healthcare planning

 The present project included 24 different local authorities in
England

e Results here focus on national results from England



* Model the long term health impacts of introducing an alcohol
duty escalator (ADE) in England

Specifically, the following three scenarios were run:

e Baseline scenario (no change in alcohol consumption)
e Scenario 1. Tax increase scenario: 1.3% ADE (2% decrease in
consumption)

e Scenario 2. Tax increase scenario: 13.4% ADE (20% decrease
in consumption)



RESULTS

CUMULATIVE INCIDENCE CASES AVOIDED RELATIVE TO BASELINE BY 2035

UKHEALTH

PREVENTION FIRST

Al cancare #

Stroke

Hypertension

Liver Disease

F
—
P

CHD
0 50000 100000 150000200000 250000 300000 350000
CHD Liver Disease Hypertension Stroke All cancers
m Scenario 2 3726 42231 300585 25463 80115
m Scenario 1 0 3105 15526 6210 6831

\/



RESULTS

The increase in alcohol tax is predicted to result in the
avoidance of:

2% decrease 20% decrease

new cases of alcohol-
related diseases by 2035

m Healthcare costs avoided
by 2035

28,000




UKHEALTH

RESULTS

CUMULATIVE INCIDENCE CASES AVOIDED RELATIVE TO BASELINE BY 2035

Violence

Road accidents

0 200000 400000 600000 800000 1000000 1200000 1400000 1600000

Road accidents Violence
m Scenario 2 85083 1353254

m Scenario 1 6831 117377




LIMITATIONS UK HEALTH

e A number of data limitations

-People under-report alcohol consumption by 35% so results likely
underestimated

600000

500000

400000

300000

200000

100000

D oem  — B LJ

. Liver Hypertensi o
_ CHD Diabetes disease on Stroke All Cancers | Pancreatitis

| m 35% added 26084 11800 78251 531613 60862 133524 4968

Cumulative incidence cases
added




LIMITATIONS

e A number of data limitations

- No data on non-healthcare costs, e.g. lost productivity due to
disease, were available, though we included lost salary

- No data were available to explore differences by social groups
- No standardised protocol for measuring alcohol consumption

- No relative risks by drinks type — is vodka worse for your health
than wine per unit?
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Fiscal and pricing policies to
iImprove public health

Aim of project
Identify and assess fiscal or pricing policies that could improve
England’s health 2%

Public Health
England

Objectives
« Develop a framework to help compare and analyse the impact of
policies from different policy areas

* Review existing evidence from the UK and other economically
developed countries on the health impacts of implementing such

policies

« Summarise evidence through the framework lens to provide
recommendations of policies to be implemented in England

10
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Tulipe Ushuru, Tujitegemee!

Fighting Illicit Trade in Tobacco products
in Kenya

JOINT LEARNING NETWORK (JLN)
Learning Exchange on Fiscal Policy for Public Health
Tuesday February 13, 2018

Caxton M Ngeywo
Kenya Revenue Authority

e, (‘ K ENYA REVENUE
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. Tulipe Ushuru, Tujitegemee!

Kenya- Illicit trade Context

SUDAN _~

Conflicts in | - ETHIOPIA
some countries é
in the Region 35
(South Sudan,
Somalia) |

SOMALIA

Major ‘::‘ “";‘ﬁ&” I' .
Manufacturing FEe- :
Hub - Tobacco i
supplied to 17
countries from
Nairobi

KILIFL [

TANZANIA

Shares porous
borders with 4
countries

Complex tax
laws aid tax
evasion

Major transit
corridor for 4
. hinterland

3 countries

R
-l

(‘ KENYA REVENUE
/J‘ AUTHORITY



Tulipe Ushuru, Tujitegemee!

Undeclared imports Undeclared :
local Production

lllicit Trade in Tobacco In
Kenya

Counterfeit brands — Under declared values
foreign production — CIF and RSP

How lllicit Trade is conducted in Kenya

(‘ K ENYA REVENUE
/J‘ AUTHORITY



ﬁ

Administrative Controls

-Registration and control of importers
- Creation of Market Surveillance Office
-Customs Anti Counterfeit Office

-Licensing and monitoring of taxpayers compliance

Technological Interventions

- Deployment of Excisable Goods Management System
- Use of Electronic Cargo Tracking Systems
- Use of a modern tax management system — itax

Legislative

-Simplified tax structure (1200 per mille or 35% of RSP
- New Excise Bill 2014

Collaboration
- Industry engagement

-Intergovernmental agency enforcement (KEBs, ACA...)
- Single Customs Territory (payment of taxes upfront)

(' KENYA REVENUE
IJ; AUTHORITY



Tulipe Ushuru, Tujitegemee!

Led to 50%

Tax Stamps Programme 1993-2018 increase in tax

collection

1993 |Excise stamps introduced on cigarettes

Counterfeiting and
under declaration o

f values

2009  Audits reveal tax stamps grossly abused

2013 |Excisable goods Management System

Introduced production a
ccounting and tracking
of products

(’ KENYA REVENUE
IJ‘ AUTHORITY




. Tulipe Ushuru, Tujitegemeel

1993 — prior, 130% of CIF or Ex-factory selling price; transfer pricing a
nd undervaluation were Major challenges

1993-1998- excise charged on RSP banded into categories; le
d to manipulation of RSP to qualify for tax at lower bands

1998-2011; tax charged on product packaging characteristics; defini
tion of length of cigarettes became a challenge — with filter or not?

2011 — Highbred system based on a minimum of Kshs 1200 or 35
% of RSP; Revenue performance has been steady and predictable

2015— Single Specific rate of Kshs 2500 per mille introduced

2017— A two band system was introduced of Kshs 2500 per
mille for filter and Kshs 1800 for non fliter cigarettes

Evolution of the tax structure on tobacco

j<e

)\ ( 3 KENYA REVENUE
/J; AUTHORITY

8401.30¢




Tulipe Ushuru, Tujitegemee!

Challenges relating to new structure

* Emergence of ‘free flow’ cigarettes that have a but no filter

* Increase in illicit trade from in house estimates of 3% to
approximately 10%

* Reduction in revenue collection

>\ (‘ KENYA REVENUE
1Y J)V AUTHORITY




Tulipe Ushuru, Tujitegemee!

System is non intrusive; Enables retailers
no intervention from and distributors to
manufacturer required authenticate products

by use of a validator

Remote accounting a Exmgable On the spot seizure of

nd monitoring of 00ds illicit products and arrest
o9 Management of offenders

production System

Management and ]lc?)lﬁsi:]r}gfrilergelllgence

control of field officers L terventions

EGMS Capabilities and advantages

o~ ")
Y
G

(' KENYA REVENUE
j‘h AUTHORITY



Tulipe Ushuru, Tujitegemee!

Electronic Cargo Tracking System

Ensuring goods are
moved on designated
routes to the exit
points

£
uses GPS, GPR—rng?‘F-I-D

e

| oumm— 2

-4 . o

-- faster movement of cargo

An electronic seal -- Reduction of insurance costs

reports violation of -- reduction in wastages and pilferage

the security of the - - protects against misuse of vehicles

cargo container --- provides critical business intelligence to tax

authority and business

'AIF (‘ K ENYA REVENUE
0‘ V /}9 AUTHORITY

150 8601 2908 CERTIFIED




Tulipe Ushuru, Tujitegemee!

Market Surveillance Office

% In 2013, KRA set up the Market
Surveillance Office under the
Investigations and Enforcement
Department with a mandate to-

% Inspect excisable goods in the
market for compliance with
excise regulations

% Inspect excise premises for
compliance with the licensing
requirements and conditions

+» Enforce the use of Electronic Tax
Registers

% Current staffing stands at 56 personnel. 50 officers to be added this financial
year. Total planned strength 300 officers

(‘ K ENYA REVENUE
/J‘ AUTHORITY



Customs Anti Counterfeit Office

Establishment of the Anti lllicit Trade office dealing with
all issues to do with counterfeiting and smuggling.

» Unit coordinates anti-counterfeit activities within KRA &
Is based in the Investigations Dept.

» Training of staff in counterfeits:- in house and external
training opportunities

. Joint border patrols:- patrols with Uganda Revenue
Athority and Tanzania Revenue Authority

(‘ K ENYA REVENUE
/J‘ AUTHORITY




Tulipe Ushuru, Tujitegemee!

International Cooperation and Engagement

Kenya has signed various international
agreements on information sharing

In 2003, three EAC countries introduced
Single Customs Territory to collect taxes
before transit goods leave the first port of
entry into the territory or before exportsare &' i
released. Tobacco was among the first
products to be put under the arrangement.
This initiate was aimed at ;

Lowering the cost of doing business in EAC

Malpnui}

Peul:nm
(Ppanuns|

Increased tax compliance

Reduction iniillicit trade (diversion of transit
or export cargo)

Faster movement of cargo

=\ % (‘ KENYA REVENUE
0) V /l; AUTHORITY

k e
150 8601 2908 CERTIFIED




Tulipe Ushuru, Tujitegemee!

Seizures at Kilindini Port

g
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MADE IN KENYA
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Tulipe Ushuru, Tujitegemeel

Seizures at the Coast

o " _-’—‘\'—- )
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Tulipe Ushuru, Tujitegemee!

Seizure of cigarettes, JKIA Airport

- 3 KENYA REVENUE
N AUTHORITY




ANEAN

Tulipe Ushuru, Tujitegemee!

Lessons Learnt

Half measures produce half results; eliminating
illicit trade requires a comprehensive approach,
Engagement with the industry especially on
intelligence is crucial

lllicit trade on tobacco is international fraud;
which requires international response
Simplified tax structure eases tax expectations
(easy to compute and verify)

Illicit trade requires access to formal distribution
chains for maximum profits; market based
enforcement is necessary
A good enforcement structure (MSO, CACO)
Technology can help eliminate human
intervention and hence enhance process
integrity (EGMS, ECTS, iTax)
Intergovernmental agency enforcement critical

(' KENYA REVENUE
j‘h AUTHORITY



Tulipe Ushuru, Tujitegemee!

Have your say

O

(‘ K ENYA REVENUE
ll; AUTHORITY
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N TAX CAMPAIGN IN KENYA:
MESSAGING & POSITIONING

Vincent K. Kimosop

Policy & Governance Expert
SOVEREIGN INSIGHT




Overview: Tobacco Tax Restructuring

Tobacco Tax Structure Highlights

1993- * Kenya restructured its tobacco taxes system several times (e.g., changed
2010 from ad valorem to 4-tier specific, to hybrid (based on retail selling price
[RSP] and packaging characteristics)

* Kenya signed and ratified WHO FCTC in 2004

* Tobacco Control Act 2007 called for implementation of tobacco tax and
established the Tobacco Control Fund, but was overturned by Parliament

201 | Finance Act 2012

» Simplified the tax structure by abolishing the 4 tiers
* Increased the specific tax to KShs1200/ mille or 35% of the RSP

2015 Proposed Excise Duty Bill 2015

* Switched the tax system from a mixed to a uniform specific rate of KShs 2,500/mille
(equivalent to a 108% increase over previous Finance Act 2012 system)
* Adjust tax for changes in inflation

President Assent of Excise Duty Bill 2015

* Excise Duty Act 2015 went into effect December 1,2015

*mille: 1,000 cigarettes

Sources: |ILA: http://ilakenya.org/wp-content/uploads/2015/03/POLICY-BRIEF-ON-INCREASE-EXCISE-TAX-RATES-FOR-TOBACCO-PRODUCTS-IN-KENYA.pdf
Deloiitte 2015 http://www?2.deloitte.com/content/dam/Deloitte/ke/Documents/tax/Excise%20Duty.pdf



Excise Duty Bill 2015 Passage
2015 |KeyBvents

March

June

July

August

September

October —
November

November 6th

December |t

ILA submitted a tax proposal to the MoF for the Fiscal Year 2016
* Increase the specific tax to KShs 2000/mille* or 38.1% of the retail
selling price

ILA successfully lobbied for MoF to propose Excise Duty Bill 2015

MoF presented Excise Duty Bill 2015 to the National Assembly
*  “Flat” rate of KShs 2,500/mille (equivalent to al08% tax increase)

National Assembly modified the Excise Duty Bill 2015 (“National
Assembly Order Paper”)

ILA media campaign calling for President not to assent the Bill with the
amended language

* President declined assent of the modified Excise Bill 2015 and
referred it back to Parliament for reconsideration

* Parliament passed the Bill with the recommendations of the
President

* President assented the Bill into an Act on November 6,2015

Excise Duty Act 2015 gazetted

Excise Duty Act 2015 went into effect

Sources: IILA http://ilakenya.org/wp-content/uploads/2015/03/POLICY-BRIEF-ON-INCREASE-EXCISE-TAX-RATES-FOR-TOBACCO-PRODUCTS-IN-KENYA.pdf
Deloiitte 2015 http://www?2.deloitte.com/content/dam/Deloitte/ke/Documents/tax/Excise%20Duty. pdf;

Daily Nation 2015 _http://www.nation.co.ke/business/New-Bill-to-push-up-the-cost-of-living-for-Kenyans/-/996/2752986/-/1422tv9/-/index.html



http://www2.deloitte.com/content/dam/Deloitte/ke/Documents/tax/Excise Duty.pdf
http://www.nation.co.ke/business/New-Bill-to-push-up-the-cost-of-living-for-Kenyans/-/996/2752986/-/1422tv9/-/index.html

Key Tax Campaign Strategy Components

high-level
government
commitment

sophisticated
local
partners

coalition

civil society,
MoF, WHO

address potential
Tl pushback

farmers, illicit trade



Partnership Amongst Sophisticated Local
Partners

Macroeconomics Expertise: International Institute for
Legislative Affairs (IILA)

Created key partnerships with alliances (KETCA, NCDAK) to write
letters and put pressure on the Presidency

Cultivated relationships with MoF and other policy decision-makers
(e.g., MoF, Members of Parliament, other govt officials)

Research Expertise: KIPPRA,UCT,CTCA

Generated key data on several key TC issues

Current status of cigarette affordability
lllicit trade in Kenya

Data were used to for Tl pushback, media messaging, lobbying effort

Media Expertise: DB Agency

Actively cultivated and mobilized strong public engagement and
support on social media platforms


http://ilakenya.org/wp-content/uploads/2015/10/Ti_interference_in_Kenya.pdf
http://ilakenya.org/wp-content/uploads/2015/02/Report-on-the-Situational-Analysis-of-Illicit-Trade-in-Tobacco-Products-in-Kenya-May-2014.pdf
http://ilakenya.org/wp-content/uploads/2015/01/Economics-of-Tobacco-Taxation-in-Kenya-ILA-2011.pdf
http://ilakenya.org/wp-content/uploads/2015/10/Ti_interference_in_Kenya.pdf

Working Coalition of Partners

Kenya-based Civil Society Research & Technical

Organizations Support

International Institute for Center for Tobacco Control in

Legislative Affairs (ILA) Africa (CTCA)Kenya Institute for
Kenya Tobacco Control Alliance Public Policy Research and
(KETCA) Analysis (KIPPRA)

Non-Communicable Diseases University of Cape Town (UCT)
Alliance of Kenya (NCDAK)

Kenya Government

International Civil Society Kenya Revenue Authority (KRA)

Organizations Ministry of Health (MOH)
American Cancer Society (ACYS) National Treasury - formerly
Campaign for Tobacco-Free Kids Ministry of Finance NT (MoF)
(CTFK)

Media

Digital Branding Ltd (DB Agency)



Deepening Tax Administration
Reforms to Ease Compliance

| 32. Mr. Speaker, after our Customs Law became part of the East African
Community Customs Management Act in 2004, the Excise duty legislation
remained under the Customs and Excise Law. This change necessitated the
introduction of a simple and modern standalone Excise Bill incorporating
International best practices. | can confirm that this Bill is being tabled in this
House after under-going public participation as required by the Constitution
and Statutory Instruments Act.

| 33. Mr. Speaker, in this simplified and modern Bill, we are imposing excise
duty to compensate for harmful effects caused by production, supply, consumption or
use of goods and services, which costs are not directly reflected in their prices.
Therefore, Mr. Speaker, through this Bill, we are introducing a new tax based on
units of quantity only.As such the Bill imposes a charge on: (i) sticks of
harmful cigarettes and tobacco; (ii) volumes of harmful alcoholic beverage
and sugar sweetened beverage consumed; (iii) volume of polluting fossil fuels
and age of motor vehicles purchased;and (iv) weight of environmentally
damaging plastic bags.




High-Level Government Commitment

MoF: IILA had several meetings with the MoF’s
Department of Budget, Fiscal and Economic Affairs to
advocate for tobacco tax proposal for FY 2015-2016

MoH: Regular meetings with MoH (the Minister and TC
Focal person) about the implementation of the Tobacco
Control Act 2007 (e.g. regulations, GHWVs, Tobacco
Fund) and countering tobacco industry interference

Parliament: Briefing with Chair of Committee on
Delegated Legislation (Parliament) on TC developments
& desire to see regulations finalized



Excise Duty Bill 2015 Champions

Dorcas Kiptui (MoH)
Caxton Masudi (KRA)

Mr Justus Nyamunga (MoF) — Head of Budget,
Fiscal & Economic Affairs

Mr Joash Kosiba (Budget Office, National
Assembly)

Media:
John Muchangi (Star)
John Gachiri (Business Daily)



Messaging to Government

Message: The proposed higher tobacco prices will increase
government revenue and contribute to TC objectives

Public Health messaging
Prevent initiation among potential users
Decrease consumption
Saves lives
Help the young and the poor

Fiscal messaging
IILA used highlights from the Economics of Tobacco Taxation Study in Kenya
to support the passage of the Excise Duty Bill 2015
Tobacco consumption is increasing, especially among the youth in Kenya
Real cigarette tax revenues are shrinking even as consumption increases
Price on tobacco products has reduced and affordability increased
Growth of cigarette prices is lower than for basic commodities



Local Data to Pre-empt Potential Industry
Pushback

In anticipation of Tl pushback, IILA commissioned several studies to
generate Kenya-specific data related to tobacco control, including tobacco

tax

Published 2 reports on tobacco taxation in Kenya

Cigarette taxation in Kenya at the crossroads: evidence & policy implications (2015)

Economics of tobacco taxation in Kenya (2011)

lILA and KIPPRA collaborated on a study to generate reliable data on illicit
trade in Kenya to address potential policy-maker concerns.

lILA disseminated the Kenya-specific data for lobbying & advocacy efforts

Developed policy brief for the MoF’'s Department of Budget, Fiscal and
Economic Affairs to support the passage of the Excise Duty Bill 2015

Policy brief included a findings from the Economics of Tobacco Taxation Study in Kenya

Organized '2-day Project Dissemination and Stakeholders meeting (Oct 2015)
to provide a forum for sharing of current status of TC in Kenya amongst the
stakeholders


http://www.itcproject.org/files/ITC_Cigarette_taxation_in_Kenya_Report_10_28_15_Final.pdf
http://ilakenya.org/wp-content/uploads/2015/01/Economics-of-Tobacco-Taxation-in-Kenya-ILA-2011.pdf
http://ilakenya.org/event/iila-tobacco-tax-project-dissemination-and-stakeholders-meeting/

Challenges - Industry Interference

August 2015 - The National Assembly (NA) made
amendments to weaken the proposed Excise Duty
Bill 2015, so that excise tax on cigarettes would be
charged based on the nature of the cigarette vs. types
and per kilogram

This NA language is consistent with Tl Arguments

“...the move would give Kenyans access to bad cigarettes and

deprive the government of revenue.” — (Member of Parliament and a
former head of trade in Eastern Africa for BAT — Sept 2015)

“We believe the proposed structure will reduce transparency and

make it less predictable for government revenues.” — (Connie Anyika,
BAT Kenya head of government affairs — Sept 2015)



(N

Pro Tl Arguments in Paid Advertisement

(Oct 22,2015) - author unknown

the Excise Duty Blll, 2015 changed from graduated spedfic ors as amandod by the

National Assembly 10 a uniform specific fiat duty if this were o happen, the Cigarctio
excise b would lack the four key ptinciples essential for a good tax which are equily, certainly,
simplicity, and economy, These princples must be aashrined in the lax in order 10 maise
adequate revenue and fulfil certain sodal-economc objectives by the govvmmnnl. It must siso
be progressive and pradictabie, A progrossive tax takes a targor percentage of income from
high-income groups than from low-income groups and is based on tho concepl of equity and
ability to pay. This is not 0 with the Excise Duty Bil, 2015 which has proposed a fat duty of
Ksh 2,500 per 1,000 sticks for all calegones of Ggareties

Rocm nirws In the media is frenzy with clamor from carain interest groups 1o have

fament mado an amendment to the Excise Duty Bil, 2015 that would levy a tax of
::m 900 and 2.800 pet 1000 sticks depending on the category of cigareties from kow o
high. However, this amendmant was decined by HE The President with explanation !h?l the
proposed change will make revenue collection complax through application of multiple rates o
simitar excisable goods, Furthormore, the amendmeants by pariament would make cigareties
cheaper and the govemnment would collect lower taxes

) ring In Business Daily of 21* October 2015 Intemational Institute c!
'Coo‘;l:v”::ﬂmllz alieges that “Ksh 70 billion Is “at stake® in now cigaretts tax plan
if the amended Excise Duty Bill 2015 Is assented Dy the President. This Is not entirely true
Opponents of this amendment are continuously misleadirg the public with half-truths on
camsemyandlouofmenwnmm\ded&bom

of
indeed somo are saying that the proposed amordments would complicate computation
laxes and reduce transparency in the industry. \'Mmuondhtmmwnmhdmo

S

ADVERTISERS ANNOUNCEMENT
WHY UNITARY EXCISE TAX FOR CIGARETTES SHOULD BE CHANGED.

cigaraties as well as unreguiated roll your own tobacco, a8 8 result of the unitary tax regime
introduced in 2011

tax estimates am mlonla& to parfiament on annual basis and ate thoroughly
mm and debated before being onacled. If there are loop holes in €xcise tax collection,
the gaps are sealed through appropriale measures by the tax authorty. Forocasting revenue
1088 of Ksh 70 billion in the next decade ks unduly sansational and assumes that tha government
would not be i control of Its functions. Why nol focus on the annual projction 83 Is always
d8na in tho budget? Data on revenue collection Is continuously being montored. analyzed and
acted upon to address any anomalies. For instance, the govermment recantly amended the
excisa tax on beer aftor reakzing that the increase in taxation was having unintended SOCKO-
@CONOMIC CONSOQUENCS ON low INCome groups

Opposing a particulsr form of axcise tax backed by one mamﬂud..arw'and suppocting another
by a compefitor speaks volumed in terms of bias and partsanship. This is clw'm‘y Incongruous
and should not be afiowed 10 Influence important public debates and policy docisions that affect
he Iivelihood of milkons of poor Kenyans,

Even 08 we debate the pros and cons of the amandments to the Excise Duty Bill 2015, 2 should
not be lost 10 all and sundry that cgaretle CONSUMENS & Clzens of this country and have
rights enshrined in the constiution including the nght not to be discriminated In the blldrton':n
We therefore urgo!hoNamndAmbrynotmbelrwuonm or deraliad by the recent modia
Msuﬂ»keeppwlhcpofcynvlewmds&cxmmowbdanofwmmmeym
to the Excise Duty Bill, 2015 as this will iruly refiect the popular wil of the people and will also
Jove! the playing field In tobacco industry,

wmmamﬂmb;imnwnwmncooumdldlmdommq!dmdmmml

lllicit trade: “...the government is currently losing revenue on account of illicit

trade in smuggled and counterfeit cigarettes...as a result of the unitary tax

regime introduced in 201 1.”

* Smokers’ constitutional rights: “...cigarette consumers are citizens of this
country and have rights enshrined in the constitution, including the right not to

be discriminated against in the bill of rights.”
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Proactive Media Strategy

Cultivate Message Champions

Develop Strong Messages to Raise Public Awareness
Counter Industry’s Arguments

Media Outreach and Activities

Direct Appeal to President

Vincent Kimosop




Cultivating Message Champions

TC advocates used traditional and social media
platforms to inform and mobilize the public to show
their support and send a strong message to decision-
makers

Print & broadcast media featured stories on the tax
campaign

Social media influencers
DB cultivated key influencers to show their support by

sharing posts with their followers
D] Joe Mfalme — 122k followers
D] Soxxy — 55k followers
Digital Humanitarian — 36k followers
Maskani Ya Taifa — 14k followers
Dj.. Twitta — 6k followers



Develop Strong Messages to Raise
Public Awareness

Last minute
introductions by
lawmakers to amend
original draft were not in
good faith nor
transparent

KRA will collect less
revenue

Loss to public health as
cigarettes would
increasingly become
affordable and youths
will have easy access

Used Kenya-specific data
(e.g. GATS, a tobacco
control taxation policy
survey, etc.) to rally
public support

The President should
not assent the Bill to
Law as it is reversing the
gains made by the
Kenyan Government



/" Countering Tl Arguments
sl

Iinfernational institute for Legisiative Affairs
Wihy thhe President should NOT sigmn xcise Duty Bill 2015

The Global Adult Tobacco Survey (GATS) conducted in 2014 found that 2. S Million (11.6 per cent) of
Kenyan adults used tobacco products. The Global Youth Tobacco Survey (GYTS) of 2013 showed that 12.8
per cent of boy= and 6.7 per cent of girls aged betuween 13-15 years used tobacoo products.

Kenya signed and ratified the WHO Framework Convention for Tobacco Control (FCTCO) on 25 June 2004,
This made it the second country after Norway to sign and ratify the treaty on the same day: an indication
of the seriousness and commitment of the Kenyan Government to tackle the problerm of tobacco use in
the country. In 2007, the Tobacco control ACT was passed. Partices to this treaty are obligated o implement
progressive measures to reduce demand and supply of tobacco products.

Moaningful increase In tobacoo taxes are a highly effective tobacco control strategy.- T leaacsts to
significant Improvaements in pabliic hoalth as well as increasing revenue for the Govermnsmient.
Ciobal bast peractics for tobacco tnxation has foand that:

T. Higher tobacco product taxes and prices are effective in reducing tobacco use and its consequences,
particularly among the poor and the young. They will also generate new revenues for the
Roverinment,

2. Rolsing Tobaccoco prices =so that they account for at least 70 per cent of retail prices would lead to

significant price increases and persuade many current users to quit, deter youth from taking up the
habit (by reducing affordability) and increase governmnment revenus significantiy. -

L= Complex tax structures are more difficult to admminister. They ceate opporturnities for tax avoidance
and evasion, and are less effective in achieving public health and revenue goals. Structures with
multiple tiers based on product price and/or characteristics are complex. A single uniform tax is most

1 effective.

. All tobacco products are equally harmful. Increasing excise tax on some products and not on others

3 based on price differentials will only induce substitution from ane product to another, and in effect
defeat public health goals and reduce revenue projections.

5. Keoping tobacco taxes ond prices low on some products to enhance affordability for the poor is
NOT pro-poor. Instead, it results in greater tobacco use among the poor, causing them to bear a
disproportionate share of the health and econaomic burden and consequences of tobacco use, and
increasing the likelihood of future poverty.

The GATS 2014 and a poll conducted by 1IHLA the same year showed that over 80 per coent of Kenyans
support increased taxation on tobacco products. Kenya has over the last soveral years mades significant
progress in tobacco taxation, which culminated in the restructuring to a uniform excise tax Rate: of Sh. 3200
| per mille or 35 per cent of retaill salling price for ALL tobacco products. The Excise Duty Bill, 201s
E presented to the National Assembly by the Cabinet Sacretary for Health built on these succes=zes to proposes
s unifcorn Rate of Shh.2500 per milla for all cdgaratie brands.

1 AMENDMENTSE TO THE EXCISHE DUTY BILL J0IS5. (NATIONAL ASSEMBLY BILL NO. 28 OF 2015)

| On Thursday 27" August 2015, the National Assembly passed the Excise Duty Bill, 2015, withh the
amendments below as proposed by the House Departmental Committes on Finance, Planning and Trade

Plain cigarettes or cigarettes with ex-factory selling price of up o Sh2. 750 per ShSoo per mille

q mille
1 =

Soft cup cigarettes with ex-factory selling price of Sh2.751 to Shs 35,750 pery mille Sh1200 per Thille
|

Soft cup cigarettes with ex-factory selling price of Sh3 751 to Shs. 4,750 per mille Shi1.800 per mille

q Hinge lid cigarettes or cigarettes with ex-factory selling price of more than Sha, 750 SHh2,. 800 per mmille
per mille

The adoption of this proposal by the National Assombly has hugo negative ramifications, both o public
health and fiscal objectives of the govermment. in the following ways:

-ILA ad, The Daily Nation, September 2015 L7
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Media Outreach and Activities

* |ILA conducted print and
radio interviews to expose
tobacco interference tactics

* Advertorials in 2 leading

newspapers (Daily Nation and
The Standard)

» Appearances on TV and radio

news shows with partners
from the MoH

* Media breakfast meeting.
Issued a press statement

. . . %71 10ACC0 ADDICTION
enumerating the items in the ' ~__ Howcan one successfully quit smoking?

Bill that were detrimental to | SARE DEMANDIG FOR THE RESIGNATION OF PM NAJB
the country (Sept I,2015)
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Facebook and Twitter

Digital team kept the issue
trending on social media by
continually engaging the
public

Held weekly Twitter chats, building
public awareness, answering
followers’ questions, and mobilizing
public to share info with their own
networks and reach out to the
President

Advocates, champions, and followers #DoKenyaProud
directly tagged the President on his

social networks and key influencers PLEASE SAY NO TO THE
in his circle with posts, infographics, EXCISE DUTY BILL 2015
and personal messages, calling on

him not to sign the weakened Bill EEI.I.




ILA Kenya

@dlld \we call on @PresidentKE NOT to assent
to the #ExciseDutyBill2015 instead stand
for our mothers & kids #TCChat254

Do not assent the Excise Duty Bill, 2015

Increasing taxation of tobacco products is a win-win policy.

Evidence shows that Increasing the price of tobacco products through taxation reduces

tobacco consumption and Its consequences - particularly among the poor and the young

while, at the same time, increasing revenue for the Government. Complex tax structures, as - -

proposed by the Excise Duty Bill 2015, have been shown to be more difficult to administer Tnan. 'ol 'n' slannlng n [n' n“' cnlln'en
create opportunities for tax avoidance and evasion, and are less effective in achieving public

health and revenue goals

We commend the Government of Kenya for the ongoing efforts and commitment to the fight
against drugs and substance abuse. We call on His Excellency, Mr. President, to send a
strong message to all Kenyans on the importance of and investment in the health of us all
who are suffering from the effects of tobacco consumption and exposure.

Do not assent the Excise Duty Bill, 2015

We appeal fo you NOTTO ASSENT
to the Excise Duty Bill, 2015 as
cpproved by the National
Assembly on August 27th 2015.

We request you to call on the \
National Assembily to consider PLEASE SAY NO
reversing this propasal which \ . : EXCISE DUTY BILL 2015
retards the efforts made by Kenya : #DoKenyaProud
to protect the health of its citizens j

as well as meeting its global
obligations.

www.llakenya.ong

(aﬂ Interraional Institute for Legslative Affairs ud) afitAlnio



Media campaign succeeds

» President refused to sign the
weakened Excise Duty Bill and
referred it back to Parliament
for reconsideration

Thank you Mr. President for
heeding to our call and referring the
Excise Duty Bill 2015 back to
parliament for reconsideration.

were intended to This is a bold move in protecting the

dobnsinesshKeny& health of Kenyans and meeting our

The National Assembly resumed
sittings on Tuesdsy but Speaker
Justin Muturi is yet to communi-
cate to the House regarding the
President’s decision on the Excise
Duty Bill. He would be expected to

global obligations.
We hope parliament will consider
and accomodate the President's
recommendations

state the President’s reservations
and recommendations regarding
~the rejected Bill.

Never used
: The provision in the Constitu-
tion that a Bill that is not assented

www Blokenyaonm International Institule For Legisiative Allairs (ILA)

L

\ nAmongﬂ::dmngesin&oduoed _ IILA Kenya “llLAInfo - Oct 13

: %ﬁ%ﬁ‘;&% (h We applggd you @PresidentKE for this
5 inges nitlated by e bold decision. Our eyes are now on

e o oy MPs.@TobaccoFreeKids

e Sisties a3 oppised t @TobaccoFree254 #KOT

- This y to the system 21



Celebrating Success - Excise Duty Act, 2015

) LEGAL NOTICE NO. 245

| THE EXCISE DUTY ACT
(No. 23 0f2105)
COMMENCEMENT

IN EXERCISE of the powers conferred by section 1 of the Excise
Duty Act, the Cabinet Secretary for the National Treasury appoints the
Ist December, 2013 to be the date the Act shall come into operation.

Dated the 25th November, 20135.
HENRY ROTICH,
Cabinet Secretary for the National Treasury.

A stronger Excise Duty Act 2015, supporting public health
measures, was approved, and enacted, as of Dec |,2015



Lessons Learned - Strategic

Necessary elements for a successful tax campaign

Collaboration with a solid, technical in-country partner that can
lead the effort on the ground (e.g. [ILA)

Sustained advocacy and lobbying with key governments officials
and/or stakeholders

Generating critical data to inform and support advocacy messaging
Constantly monitoring and countering industry interference
Exposing industry tactics

Proactively engage the public using appropriate media channels

Build upon favorable TC environment due to advocacy
efforts (e.g. SF campaign, advocating for WCTOH host, local
data on illicit trade)

Advocacy efforts must continuously apply pressure during
the entire law-making process



Lessons Learned - Technical

A solid in-country technical partner with
microeconomics expertise (e.g. lILA) is critical for
developing a successful tax proposal

Engage the Finance Committee of the National
Assembly BEFORE the Bills (e.g. Finance Bill, Excise Bill,
etc.) are tabled before the MoH

Partnership with the Ministry of Finance (e.g.
Department of Budget Fiscal and Economic Affairs) is
vital for any successful tax advocacy

Build upon lessons learned during the tax advocacy
campaign to strengthen the implementation process



\

Strategic Opportunity...??

Growth Iin revenues Improvements to domestic
5 revenue mobiligation
have nOt kept pace WIth B Rationaligation of spending in

particular recurrent spending

robust GDP growth

9.6%

Averaged omic

B Reforms to domestic revenue
mobiligation are required through
S tax policy and administration
10 bal reforms

KENYkS GDP GROWTH, arcant

B Enhancing collection for domestic
revenue in the sectors where the
losses in revenue are the greatest

B Widen the tax base. and improve
compliance through various
i3 administrative measures could
significantly boost revenues
B Rationaliging exemptions on
Corporate Income tax (CIT) and
Value Added Tax (VAT)

2009 2010 2011 2012 2013 2014 2015 2016

2009-2016

L]

GDP growth (96)
s

@ WORLD BANKGROUP SOURCE: ENYA NATIONAL BUREAU OF STATISTICS
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Advocacy : Say what you mean







Comments and Questions Welcome!

THANK YOU FOR YOUR
ATTENTION!




KHiscaliAffairs Department

Excises and health financing

PATRICK PETIT
SENIOR ECONOMIST
FISCAL AFFAIRS DEPARTMENT (TAX POLICY DIVISION)
INTERNATIONAL MONETARY FUND

COLLABORATIVE ON DOMESTIC RESOURCE MOBILIZATION
UNDER JLN’S REVISITING HEALTH FINANCING TECHNICAL INITIATIVE
SECOND IN-PERSON MEETING
THE HOTEL KIMPTON PALOMAR, WASHINGTON DC
APRIL 16-17, 2018
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Revenue Mobilization and the IMF:

» Support SDGs and Addis Ababa Action Agenda to strengthen tax systems in
developing countries

» Revenue mobilization has always been a priority at the IMF, but renewed interest
IS welcome:
» Scaling up of technical assistance: currently to over 100 countries
» Policy work (including for the Board)

» Joint IMF/WB initiative on Domestic Resource Mobilization and Taxation Interagency Task Force on
Financing Development

» Platform for Collaboration on Tax (IMF, OECD, UN, World Bank)

—> Toolkits: (1) Options for Low Income Countries' Effective and Efficient Use of Tax Incentives for Investment (2015);
(2) Addressing Difficulties in Accessing Comparable Data for Transfer Pricing Analyses (+ Information gaps in
resource taxation) (2017); (3) Report on Indirect transfers of assets (forthcoming), etc.

—> Outputs for the G-20: (1) Enhancing the effectiveness of external support in building tax capacity (2016); (2) Tax
Certainty (forthcoming)

IMF Fiscal Affairs Department



Excises and revenue mobilization

» Malin taxes are: CIT, PIT, VAT, customs duties, fuel excises

Tobacco taxes in GDP: Min, Max, Median (2013)*

» Tobacco taxes: O to 1 percent of GDP, except -
. . . . = Maximum
for high-income countries and a few middle- - T
I . Nepa
Income countries ==
: ) % B N=14
» Other sin taxes typically much lower and R \ i
more difficult to enforce : ! % i /
v :
» Yet...some upside potential (see graph): PR pumeee  mow | Grevcmswseure
1 to 2 percent of GDP? il st S s i N
*** Excluding notably Canada, USA, and Brazil. Many Caribbean Islands rely

an import duties

» Calculation of tax potential needs to take into Source: WHO, IMF.
account administrative capacity and local conditions

IMF Fiscal Affairs Department



Sin taxes and the IMF technical assistance (1)

» Main policy objectives
» Realize the full short term revenue potential, given local administrative / enforcement capacity
» Take health considerations into account, which are compatible with revenue objectives: win-win
» Possible long term tension if revenue decline...but presumably growth in other revenues will

offset this decline

» Main considerations for revenue setting

» Level of tax: Importance of comparing with neighbors because of base erosion due to
smuggling
» Composition of taxes: specific (amount per quantity) vs. ad valorem (percentage of value)

» Specific taxes: easier to manage / compatible with health objectives / more stable revenue
...but must be adjusted on a regular basis (automatic adjustments procedure could be in the excise law)

» Ad valorem: takes inflation into account, base easier to define

IMF Fiscal Affairs Department



Sin taxes and the IMF technical assistance (2)

» Our experience with tobacco & other sin taxes

» Our member countries are overwhelmingly supportive of tax increases

» General preference for specific taxes in the case of tobacco (hence need for frequent
adjustments) and ad-valorem for other sin taxes, given the greater difficulty defining the tax
base

» Strong concern for illicit trade among member countries
» Weak tax administration

» Preference for a gradual/simultaneous approach to tax increase and capacity building

IMF Fiscal Affairs Department



Recent sin taxes and excises publications

OCTOBER 2006

Fiscal Fitness

The move 10 use taxes to induce
healthier behavior has its limits

WP/17/247
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Earmarking: What Do We Understand?

» Earmarking: dedicating the proceeds of a tax to a specific expenditure
» Hard earmarking: uses a formal process that more or less bypasses the budget

» Soft earmarking: does NOT use a formal process and proceeds from the tax thus transit though
the central treasury account and are fully subject to annual parliamentary review

» In reality, spectrum of earmarking practices, from very soft to very hard
» NOT a user fee (payment for a public good with private benefits)
» NOT a payment for fully funded future liabilities (e.g., pensions)

» Earmarking is significant, e.g.,
» Wage taxes to finance social security and/or health in a pay-as-go system
» Medicare, multiple excises in the USA (e.g., fuel excises earmarked for transport infrastructure)
» Excises to finance development funds (road, telecom infrastructure, etc.)
» Use of tobacco taxes to finance tobacco control and health spending in some countries

IMF Fiscal Affairs Department



Sound Budget Formulation

» Economic & social development, and the budget process
» Development is a multidimensional long term process requiring a long term Development Plan
» The Medium-term Macroeconomic & Budget Frameworks follow from the Development Plan
» The annual budget provides adjustments within the Medium-term frameworks

» Policy direction, democratic controls, and transparency

» The Development Plan, Medium-term frameworks and budgets are subject to Parliamentary
controls, in order to guarantee transparency and democratic controls

» Steady policy direction is ensured by building a consensus around these elements

IMF Fiscal Affairs Department



The Budget Process and Earmarking

» Hard earmarking bypasses the budget
» No or reduced parliamentary supervision = deficient democratic controls
» No full annual review =» difficulty adjusting to short / medium / long term circumstances
» May not transit through central treasury account =» lack of transparency / governance issues

» There is no guarantee that earmarking will increase financing
» Funds are fungible

» Earmarks can eventually be more easily reversed than a budgeted expenditure anchored in a
broad social and political consensus

» Higher financing at times of increasing overall revenue could be limited by the earmark

» Earmarking, public finance, and the IMF

» The IMF provides advice on overall public finance management,
-> . IS earmarking sound advice for public finance management?

» Tragedy of the Commons: All seeking own-benefit leads to collective tragedy

IMF Fiscal Affairs Department



IMF Experience with Earmarking

» Earmarking may complicate fiscal management

» Ecuador (late 1990s): earmarking of up to 50 percent of revenue (army, unions, local
governments, etc.) hindered necessary fiscal adjustments (Jacome H., 2004)

» Latin America (1990s, 1980s): Earmarking of central gvt revenue for transfers to provinces =»
misalignment of revenue / expenditure in Centre/provinces = Debt (Ahmad and Brosio, 2008)

» Earmarking reduces transparency and parliamentary controls

» African countries (among others): earmarking of taxes for Road Funds / Telecoms
infrastructure development / Airports... = MoF / Parliament have no idea how funds are used

» Earmarking makes reform much more difficult

» Wage taxes have a negative impact on employment (e.g., Europe) but remain difficult to reform
because they generally finance health and social security

» Eliminating taxes on investments in francophone Africa (e.g., Patente) is almost impossible,
because part of the revenue is used to finance local governments

IMF Fiscal Affairs Department



The Case for Soft Earmarking

» Ideally, concurrent political commitment to increase tax revenue and funding for
a specific purpose by the same amount

» Open and flexible political commitment supports consensus building, improved
allocation of resources and budget transparency & flexibility

» Guinea (2015): simultaneous commitment to increase tobacco taxes by 40 billion GNF and take 16
billion GNF of this revenue to improve customs enforcement (boats, motorcycles, weapons, etc.)

» Jamaica (2015): revenue from higher fuel prices partly dedicated to new energy sources

» Philippines (2012): significant increase in health funding from tobacco taxes, while keeping annual
budget controls and the possibility to reallocate funds (albeit within health sector) — WHO (2017)

» “Earmarking has been more effective when practices come closer to standard budget processes — that

IS softer earmarks with broader expenditures purposes and more flexible revenue-expenditure links” —
WHO (2017)

IMF Fiscal Affairs Department » 10



Conclusion

» Existing, but limited revenue potential from sin taxes: probably not enough for
large scale increase in healthcare financing

= BROADER REVENUE MOBILIZATION EFFORT IS NEEDED

» The IMF has broad public finance perspective and concerns on earmarking
» Strengthening budget processes is a for development and democracy

» Hard earmarking clearly violates many basic principles of sound budget formulation and has been
causing the IMF many headaches

» ...But soft earmarking is more compatible with good budget processes

IMF Fiscal Affairs Department 11
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Taxes for Better Health: Making the Case in the Joint

Learning Network war 14, 2018
Patricio V. Marquez, Somil Nagpal, and Lydia Ndebele; The World Bank

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

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

To move this global agenda forward, 35 participants from 12 low- and middle-income
countries came together in Nairobi, Kenya, on February 13, 2018, to participate in a learning
exchange of country experiences organized by the Joint Learning Network for Universal

Health Coverage (JLN) with support from the World Bank’s Global Tobacco Control
Program and co-hosted by the Ministry of Health of Kenya. This event was the first offering

of a new JLN collaborative on Fiscal Policy for Public Health.

The country experiences shared during this event demonstrated how increasing tobacco
taxes plays an important role in raising the price of tobacco products and consequentially,
reducing consumption and generating new revenue for the public sector. The evidence from
taxing alcohol and sugar-sweetened beverages combined with non-fiscal measures such as
regulations on advertising and sales to minors, strict enforcement of drunk-driver laws and
educating consumers are also increasingly revealing a positive public health impact.

Countries’ Experiences with Sin Taxes

However, in the case of tobacco taxes, taxation policies remain underused globally —
especially in low- and middle-income countries. The good news is that there is a growing
interest among policymakers and public health professionals in leveraging these fiscal
options to increase resources for health systems.


http://www.worldbank.org/en/news/infographic/2017/05/31/stop-smoking-its-deadly-and-bad-for-the-economy
http://www.worldbank.org/en/topic/tobacco
http://www.worldbank.org/en/topic/tobacco
http://www.health.go.ke/
http://www.jointlearningnetwork.org/events/fiscal-policy-for-public-health-meeting

The range of experiences presented by Kenya, Malaysia, Mexico, Ukraine, the United
Kingdom, and the United States at the JLN event established taxation as both an effective and
progressive policy. For example, the significant increase in tobacco taxes in Ukraine over the
past decade has generated tax revenues amounting to approximately 1.7 percent of the
country’s GDP in 2017 and resulted in a 20 percent reduction in the proportion of the
population who smoke tobacco daily. The progressive tobacco taxation in Ukraine benefits
low-income Ukrainians 10 percent more when direct costs like out-of-pocket health care
expenses are factored in and indirect costs such as lost days of work due to sickness are
averted.

In the case of Malaysia, recent studies show that to achieve a further reduction in the overall
prevalence of smoking among adults — from 24 percent in 2015 to 15 percent in 2025 — the
excise tax should be raised from its current rate of 47 percent to 78 percent of the retail price.

An increase in alcohol taxes in the United Kingdom is predicted to reduce the consumption
and avoidance of new cases of alcohol-related diseases and related health care costs.
Similarly, to confront the alarming rise of obesity and diabetes in Mexico, taxes on sugar-
sweetened beverages led to a 10 percent decrease in sales. Meanwhile, the city of Berkley,
California documented a 21 percent reduction in self-reported sugar-sweetened beverage
consumption over the initial implementation phase of a new tax.

Kenya offers important lessons on real-time political economy and implementation
challenges, reiterating the difficult path to introducing new fiscal policies and the value of
learning from other countries’ experiences.

The case of Kenya indicates that necessary elements for a successful tax campaign include
collaboration with solid, technical in-country partners that can lead the effort on the ground,
sustained advocacy and lobbying with key governments officials and stakeholders, the
generation of critical data to inform and support advocacy messaging, constant monitoring
and countering industry interference and tactics, and proactive public engagement through
appropriate media channels.

Key Conclusions on Fiscal Policies for Public Health

During an interactive brainstorming session, JLN participants focused on the public health
implications of fiscal policy measures in addition to their traditional role of raising revenue
and shared their countries’ experiments with these approaches.

The participants identified several key take-home messages, including:


http://documents.worldbank.org/curated/en/417831489985759573/Modeling-the-long-term-health-and-cost-impacts-of-reducing-smoking-prevalence-through-tobacco-taxation-in-Ukraine

As a major next step, considering taxing tobacco if it has not yet been implemented in
countries and advocating for the introduction or increase of taxes on tobacco and sugary
drink products to reduce health risks and the onset of related diseases to policymakers;

Directing additional efforts to build capacity on the use of simulation models so that the
expected impact of policy scenarios can be assessed;

Documenting best practices, lessons learned and peer countries experiences in managing
implementation challenges; and

Exploring ways countries could work together on these issues.

The use of fiscal policies such as the taxation of products that pose major health risks for
noncommunicable diseases is clearly among the most cost-effective measures for health
systems as countries seek to achieve universal health coverage.

If these fiscal policies remain underutilized, the growing burden posed by tobacco and
alcohol use and the consumption of sugary beverages will increase the number of people
diagnosed with noncommunicable diseases, raising the demand and utilization of costly
medical care and undermining the financial sustainability of entire health systems.
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Global Experience with Tobacco Taxation (World Bank Group Reports 2016-2017)

Reports:

1.

"Tobacco Taxation: At the Crossroads of Health and Development" (2017):

Main Report and Executive Summary:
http://documents.worldbank.org/curated/en/docsearch/report/119792.

Executive Summary has been translated into French, Spanish, Portuguese, Chinese, Russian,
Japanese, Arabic and posted at the WBG Global Tobacco Control Program site:
(http://www.worldbank.org/en/topic/health/brief/tobacco)

"Progressive or Regressive: The Impact of Tobacco Taxation in Ukraine"(2017):
http://documents.worldbank.org/curated/en/28024185

"The Distributional Consequences of Increasing Tobacco Taxes on Colombia's Health and
Finances" (2017):
http://documents.worldbank.org/curated/en/463121507058748037/The-distributional-
consequences-of-increasing-tobacco-taxes-on-Colombia-s-health-and-finances-An-
extended-cost-effectiveness-analysis

"The political economy of the 2016 tobacco and proposed sugar-sweetened beverage tax
increases in Colombia" (2017):
http://documents.worldbank.org/curated/en/157441507059518543/The-political-
economy-of-the-2016-tobacco-and-proposed-sugar-sweetened-beverage-tax-increases-in-
Colombia

“Economics of Tobacco Farming in Indonesia” (2017):
http://documents.worldbank.org/curated/en/161981507529328872/The-economics-of-
tobacco-farming-in-Indonesia

“Economics of Clove Farming in Indonesia” (2017):
http://documents.worldbank.org/curated/en/166181507538499946/The-economics-of-
clove-farming-in-Indonesia



http://documents.worldbank.org/curated/en/docsearch/report/119792
http://www.worldbank.org/en/topic/health/brief/tobacco
http://documents.worldbank.org/curated/en/28024185
http://documents.worldbank.org/curated/en/463121507058748037/The-distributional-consequences-of-increasing-tobacco-taxes-on-Colombia-s-health-and-finances-An-extended-cost-effectiveness-analysis
http://documents.worldbank.org/curated/en/463121507058748037/The-distributional-consequences-of-increasing-tobacco-taxes-on-Colombia-s-health-and-finances-An-extended-cost-effectiveness-analysis
http://documents.worldbank.org/curated/en/463121507058748037/The-distributional-consequences-of-increasing-tobacco-taxes-on-Colombia-s-health-and-finances-An-extended-cost-effectiveness-analysis
http://documents.worldbank.org/curated/en/157441507059518543/The-political-economy-of-the-2016-tobacco-and-proposed-sugar-sweetened-beverage-tax-increases-in-Colombia
http://documents.worldbank.org/curated/en/157441507059518543/The-political-economy-of-the-2016-tobacco-and-proposed-sugar-sweetened-beverage-tax-increases-in-Colombia
http://documents.worldbank.org/curated/en/157441507059518543/The-political-economy-of-the-2016-tobacco-and-proposed-sugar-sweetened-beverage-tax-increases-in-Colombia
http://documents.worldbank.org/curated/en/161981507529328872/The-economics-of-tobacco-farming-in-Indonesia
http://documents.worldbank.org/curated/en/161981507529328872/The-economics-of-tobacco-farming-in-Indonesia
http://documents.worldbank.org/curated/en/166181507538499946/The-economics-of-clove-farming-in-Indonesia
http://documents.worldbank.org/curated/en/166181507538499946/The-economics-of-clove-farming-in-Indonesia

10.

11.

12.

13.

14.

15.

16.

“The Economics of Kretek Rolling in Indonesia” (2017):
http://documents.worldbank.org/curated/en/644791507704057981/The-economics-of-
Kretek-rolling-in-Indonesia

“The Economics of Tobacco Taxation and Employment in Indonesia” (2017):
http://documents.worldbank.org/curated/en/919961507699751298/The-economics-of-
tobacco-taxation-and-employment-in-Indonesia

“Policy note on the Economics of Tobacco Taxation and Employment in Indonesia” (2017):
http://documents.worldbank.org/curated/en/984371507726043860/The-economics-of-
tobacco-taxation-and-employment-in-Indonesia

“Expanding the Global Tax Base: Taxing to Promote Public Goods: Tobacco Taxes”
(2016): http://documents.worldbank.org/curated/en/820951485943150390/Summary-

report

“Strengthening Domestic Resource Mobilization: Moving from Theory to Practice in Low-
and Middle-Income Countries (includes tobacco taxation as source of revenue)”
(2017): https://openknowledge.worldbank.org/handle/10986/27265

“Cigarette Affordability in China: 2001-2016” (2017):
http://documents.worldbank.org/curated/en/130301492424519317/Cigarette-
affordability-in-China-2001-2016

“Tobacco Taxation in Turkey: An Overview of Policy Measures and Results” (2017):
http://documents.worldbank.org/curated/en/320121492424907154/Tobacco-taxation-in-
Turkey-an-overview-of-policy-measures-and-results

“Tobacco Taxation in the European Union: An Overview” (2017):
http://documents.worldbank.org/curated/en/493581492415549898/Tobacco-taxation-in-
the-European-Union-an-overview

“Are Tobacco Taxes Really Regressive? Evidence from Chile”
(2016): http://documents.worldbank.org/curated/en/389891484567069411/Are-tobacco-
taxes-really-regressive-evidence-from-Chile

“Estimating the Distributional Impact of Increasing Taxes on Tobacco in Armenia”

(2017): http://documents.worldbank.org/curated/en/604501492414938391/Estimating-
the-distributional-impact-of-increasing-taxes-on-tobacco-products-in-Armenia-results-from-
an-extended-cost-effectiveness-analysis



http://documents.worldbank.org/curated/en/644791507704057981/The-economics-of-Kretek-rolling-in-Indonesia
http://documents.worldbank.org/curated/en/644791507704057981/The-economics-of-Kretek-rolling-in-Indonesia
http://documents.worldbank.org/curated/en/919961507699751298/The-economics-of-tobacco-taxation-and-employment-in-Indonesia
http://documents.worldbank.org/curated/en/919961507699751298/The-economics-of-tobacco-taxation-and-employment-in-Indonesia
http://documents.worldbank.org/curated/en/984371507726043860/The-economics-of-tobacco-taxation-and-employment-in-Indonesia
http://documents.worldbank.org/curated/en/984371507726043860/The-economics-of-tobacco-taxation-and-employment-in-Indonesia
http://documents.worldbank.org/curated/en/820951485943150390/Summary-report
http://documents.worldbank.org/curated/en/820951485943150390/Summary-report
https://openknowledge.worldbank.org/handle/10986/27265
http://documents.worldbank.org/curated/en/130301492424519317/Cigarette-affordability-in-China-2001-2016
http://documents.worldbank.org/curated/en/130301492424519317/Cigarette-affordability-in-China-2001-2016
http://documents.worldbank.org/curated/en/320121492424907154/Tobacco-taxation-in-Turkey-an-overview-of-policy-measures-and-results
http://documents.worldbank.org/curated/en/320121492424907154/Tobacco-taxation-in-Turkey-an-overview-of-policy-measures-and-results
http://documents.worldbank.org/curated/en/493581492415549898/Tobacco-taxation-in-the-European-Union-an-overview
http://documents.worldbank.org/curated/en/493581492415549898/Tobacco-taxation-in-the-European-Union-an-overview
http://documents.worldbank.org/curated/en/389891484567069411/Are-tobacco-taxes-really-regressive-evidence-from-Chile
http://documents.worldbank.org/curated/en/389891484567069411/Are-tobacco-taxes-really-regressive-evidence-from-Chile
http://documents.worldbank.org/curated/en/604501492414938391/Estimating-the-distributional-impact-of-increasing-taxes-on-tobacco-products-in-Armenia-results-from-an-extended-cost-effectiveness-analysis
http://documents.worldbank.org/curated/en/604501492414938391/Estimating-the-distributional-impact-of-increasing-taxes-on-tobacco-products-in-Armenia-results-from-an-extended-cost-effectiveness-analysis
http://documents.worldbank.org/curated/en/604501492414938391/Estimating-the-distributional-impact-of-increasing-taxes-on-tobacco-products-in-Armenia-results-from-an-extended-cost-effectiveness-analysis

17.

18.

19.

20.

21.

22.

23.

“Sin Tax Reform in the Philippines: Transforming Public Finance, Health, and Governance for
More Inclusive Development” (2016):
https://openknowledge.worldbank.org/handle/10986/24617

“Modeling the Long-Term Health and Cost Impacts of Reducing Smoking Prevalence
Through Tobacco Taxation in Ukraine” (2017):
http://documents.worldbank.org/curated/en/417831489985759573/Modeling-the-long-
term-health-and-cost-impacts-of-reducing-smoking-prevalence-through-tobacco-taxation-
in-Ukraine

“Ukraine: Public Finance Review (2017): includes tobacco tax reform as part of
comprehensive fiscal reform and broadening tax base effort:
http://documents.worldbank.org/curated/en/476521500449393161/Ukraine-Public-
finance-review

Indonesia: Indonesia - Health financing system assessment : spend more, right, and better
(2016), includes a tobacco taxation section:
https://openknowledge.worldbank.org/handle/10986/25363

Botswana Health and HIV/AIDS Public Expenditure Review, includes a section on tobacco
taxation:

https://www.researchgate.net/publication/304748652 Botswana Health and HIVAIDS Pu
blic Expenditure Review

Senegal: Impact of Tobacco Use and Tax Revenues: 2014 Tax Increase on Tobacco and
Results of Modelling the Impact of Additional Tobacco Tax Policy Adjustments (January
2018): http://documents.worldbank.org/curated/en/924731516772074884/Senegal-
Impact-on-tobacco-use-and-tax-revenues

Moldova: TOBACCO Price Elasticity and Tax Progressivity:
http://documents.worldbank.org/curated/en/924021517562834920/Tobacco-price-
elasticity-and-tax-progressivity-in-Moldova

Infographic

24,

25.

Infographics on Global Tobacco Taxation (2017) in English, Spanish, French, Chinese,
Portuguese, Arabic, Russian, Ukrainian, Azeri:
http://www.worldbank.org/en/news/infographic/2017/05/31/stop-smoking-its-deadly-and-
bad-for-the-economy
http://documents.worldbank.org/curated/en/634901517564478878/Stop-smoking-its-
deadly-and-bad-for-the-economy

Summary of Event Proceedings (PDF) at Tobacco Taxation Win-Win for Public Health and
Domestic Resources Mobilization Conference, held on April 18-19, 2017 as part of the 2017
World Bank Group-IMF Spring Meetings:


https://openknowledge.worldbank.org/handle/10986/24617
http://documents.worldbank.org/curated/en/417831489985759573/Modeling-the-long-term-health-and-cost-impacts-of-reducing-smoking-prevalence-through-tobacco-taxation-in-Ukraine
http://documents.worldbank.org/curated/en/417831489985759573/Modeling-the-long-term-health-and-cost-impacts-of-reducing-smoking-prevalence-through-tobacco-taxation-in-Ukraine
http://documents.worldbank.org/curated/en/417831489985759573/Modeling-the-long-term-health-and-cost-impacts-of-reducing-smoking-prevalence-through-tobacco-taxation-in-Ukraine
http://documents.worldbank.org/curated/en/476521500449393161/Ukraine-Public-finance-review
http://documents.worldbank.org/curated/en/476521500449393161/Ukraine-Public-finance-review
https://openknowledge.worldbank.org/handle/10986/25363
https://www.researchgate.net/publication/304748652_Botswana_Health_and_HIVAIDS_Public_Expenditure_Review
https://www.researchgate.net/publication/304748652_Botswana_Health_and_HIVAIDS_Public_Expenditure_Review
http://documents.worldbank.org/curated/en/924731516772074884/Senegal-Impact-on-tobacco-use-and-tax-revenues
http://documents.worldbank.org/curated/en/924731516772074884/Senegal-Impact-on-tobacco-use-and-tax-revenues
http://documents.worldbank.org/curated/en/924021517562834920/Tobacco-price-elasticity-and-tax-progressivity-in-Moldova
http://documents.worldbank.org/curated/en/924021517562834920/Tobacco-price-elasticity-and-tax-progressivity-in-Moldova
http://www.worldbank.org/en/news/infographic/2017/05/31/stop-smoking-its-deadly-and-bad-for-the-economy
http://www.worldbank.org/en/news/infographic/2017/05/31/stop-smoking-its-deadly-and-bad-for-the-economy
http://documents.worldbank.org/curated/en/634901517564478878/Stop-smoking-its-deadly-and-bad-for-the-economy
http://documents.worldbank.org/curated/en/634901517564478878/Stop-smoking-its-deadly-and-bad-for-the-economy

http://pubdocs.worldbank.org/en/611361499975674045/SUMMARY-OF-THE-
PROCEEDINGS-OF-THE-TOBACCO-TAX-CONFERENCE-April-2017-final-verions-July-10-

2017.pdf

PPTs:
26. http://www.worldbank.org/en/events/2017/04/18/tobacco-taxation-win-win-for-public-
health-domestic-resources-mobilization-conference

Videos:

27. Tobacco Taxation Win-Win for Public Health and Domestic Resources Mobilization
Conference Highlights: http://www.worldbank.org/en/events/2017/04/18/tobacco-
taxation-win-win-for-public-health-domestic-resources-mobilization-conference

28. Tobacco Taxes in Ukraine: Multiple Gains for
Society: http://www.worldbank.org/en/news/video/2017/04/26/video-tobacco-tax-in-
ukraine

29. Philippines: The Tax That Saves Lives, Gates Foundation:
https://www.youtube.com/watch?v=iKPG-vX3H5Y

Blog and OpEd

30. Series at WBG Investment in Health web site collected at: WBG Global Tobacco Control
Program website (blogs, videos, publications included):
http://www.worldbank.org/en/topic/tobacco

31. Regulating and taxing e-cigarettes is the right thing to do:
http://blogs.worldbank.org/health/regulating-and-taxing-e-cigarettes-right-thing-do

32. Tobacco Tax Reform: At the Crossroads of Health and Development:
http://blogs.worldbank.org/health/tobacco-tax-reform-crossroads-health-and-development

33. Taxation: Most effective but still the least-used tobacco control
measure: http://blogs.worldbank.org/health/taxation-most-effective-still-least-used-
tobacco-control-measure

34. World No Tobacco Day 2017: Why Does It Matter?:
http://blogs.worldbank.org/health/world-no-tobacco-day-2017-why-does-it-matter

35. The World’s Most Profitable Slow-Motion Disaster: Tobacco:
https://www.cgdev.org/blog/worlds-most-profitable-slow-motion-disaster-tobacco

36. Tobacco Taxes Need to Be a Much Bigger Part of the Fiscal Policy Discussion:
https://www.cgdev.org/blog/tobacco-taxes-need-be-much-bigger-part-fiscal-policy-
discussion

37. Re-energizing tobacco control with evidence-based findings:
http://blogs.worldbank.org/health/re-energizing-tobacco-control-evidence-based-findings



http://pubdocs.worldbank.org/en/611361499975674045/SUMMARY-OF-THE-PROCEEDINGS-OF-THE-TOBACCO-TAX-CONFERENCE-April-2017-final-verions-July-10-2017.pdf
http://pubdocs.worldbank.org/en/611361499975674045/SUMMARY-OF-THE-PROCEEDINGS-OF-THE-TOBACCO-TAX-CONFERENCE-April-2017-final-verions-July-10-2017.pdf
http://pubdocs.worldbank.org/en/611361499975674045/SUMMARY-OF-THE-PROCEEDINGS-OF-THE-TOBACCO-TAX-CONFERENCE-April-2017-final-verions-July-10-2017.pdf
http://www.worldbank.org/en/events/2017/04/18/tobacco-taxation-win-win-for-public-health-domestic-resources-mobilization-conference
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Recent Gains on Global Tobacco Taxation: http://blogs.worldbank.org/health/recent-gains-
global-tobacco-taxation

Tobacco control: saving lives and driving development:
http://blogs.worldbank.org/health/tobacco-control-saving-lives-and-driving-development

Campaign Art: What's the real cost of smoking?:
http://blogs.worldbank.org/publicsphere/campaign-art-what-s-real-cost-smoking

Tripling tobacco taxes: Key for achieving the UN Sustainable Development Goals by 2030:
http://blogs.worldbank.org/health/role-excise-tax-meeting-sdg

Healthy women are the cornerstone of healthy societies:
http://blogs.worldbank.org/health/healthy-women-are-cornerstone-healthy-societies

Do the right thing: tax tobacco!: http://blogs.worldbank.org/europeandcentralasia/do-
right-thing-tax-tobacco

China’s 2015 tobacco tax adjustment: a step in the right direction:
http://blogs.worldbank.org/health/china-s-2015-tobacco-tax-adjustment-step-right-
direction

Uruguay: A giant leap to prevent tobacco-assisted suicide:
http://blogs.worldbank.org/health/uruguay-giant-leap-prevent-tobacco-assisted-suicide

Healthy living for healthy societies and stronger economies:
https://blogs.worldbank.org/voices/Healthy-living-for-healthy-societies-and-stronger-
economies

The global state of smoking in 5 charts: http://blogs.worldbank.org/opendata/global-state-
smoking-5-charts

Plain packaging & tobacco taxes: an antidote for manipulation and deception:
http://blogs.worldbank.org/health/plain-packaging-tobacco-taxes-antidote-manipulation-

and-deception

Taxing tobacco and the new vision for financing development:
http://blogs.worldbank.org/voices/taxing-tobacco-and-new-vision-financing-development

Economic slowdown and financial shocks: Can tobacco tax increases help?:
http://blogs.worldbank.org/voices/economic-slowdown-and-financial-shocks-can-tobacco-
tax-increases-help

Time to put “health” into universal health coverage:
http://blogs.worldbank.org/health/time-put-health-universal-health-coverage

Op-Ed: Raise tobacco tax to save lives in China: http://usa.chinadaily.com.cn/opinion/2015-
12/25/content 22803178.htm

Blog: Running away from “Tobacco Road”: http://blogs.worldbank.org/health/running-
away-tobacco-road
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Op-Ed: Taxing Tobacco: https://www.project-syndicate.org/commentary/tobacco-tax-who-
fctc-by-oleg-chestnov-and-tim-evans-2015-07 ?barrier=accessreg

Making the Public Health Case for Tobacco Taxation:
http://blogs.worldbank.org/health/making-public-health-case-tobacco-taxation

World No Tobacco Day 2015: On illicit trade and taxes:
http://blogs.worldbank.org/health/world-no-tobacco-day-2015-illicit-trade-and-taxes

The seven salvos of sin (taxes): http://blogs.worldbank.org/health/seven-salvos-sin-taxes

Good News from the Global War on Tobacco Use: http://blogs.worldbank.org/health/good-
news-global-war-tobacco-use

The Tobacco Dilemma: Corporate Profits or Customers’ Health?:
http://blogs.worldbank.org/health/tobacco-dilemma-corporate-profits-or-customers-health

Back from the Cold: Russia Confronts Tobacco: http://blogs.worldbank.org/health/back-
from-the-cold-russia-confronts-tobacco

Tobacco Kills: So what to do in Africa?: http://blogs.worldbank.org/nasikiliza/tobacco-kills-
so-what-to-do-in-africa

The cat is out of the bag: UN summit on NCDs: http://blogs.worldbank.org/health/the-cat-
is-out-of-the-bag-un-summit-on-ncds
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