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INTRODUCTION

THE CONSUMPTION OF UNHEALTHY 						
PRODUCTS AND THE HEALTHY LONGEVITY AGENDA

Even as human beings are living longer and generally healthier lives, consumption of tobacco, alcohol, and pro-
cessed foods with high sugar content are causing substantial death and disease. In recent decades, the magnitude 
of these health effects has become increasingly apparent in terms of cancers, cardiovascular disorders, diabetes, 
and other illnesses which are obstacles to healthy aging.

Consumption of tobacco, alcohol, and sugar-sweet-
ened beverages (SSBs) have negative consequences 
on health for people of all ages. However, these neg-
ative effects are especially evident at older ages. The 
main contributors to the disease burden in people 60 
years of age and older at the global level are cardio-
vascular diseases (30.3 percent), cancer (15.1 per-
cent), and chronic respiratory diseases (9.5 percent), 
all causes closely associated with the consumption of 
tobacco, alcohol, and SSBs (Prince et al. 2015).

In a rapidly aging world, it is crucial to improve 
the health of older adults. 23 percent of the total 
burden of disease is attributable to illness in adults 
ages 60 and older (Prince et al. 2015). Suffering 
chronic illnesses is strongly associated with func-
tional dependence. In Latin America, for instance, 
14 percent of the over-65 population are care de-
pendent, while functional dependence is negatively 
associated with socioeconomic status (Aranco et al. 
2022). A recent study found that labor income re-
ceived by members of households with older adults 
needing chronic care was substantially lower than 
in those households where such care was not need-
ed. Household consumption was also about 12 per-
cent lower and catastrophic health care costs about 
64 percent more likely in households where older 
adults needed care (Guerchet et al. 2018). 

Unless countries reduce smoking, alcohol use, 
and SSB consumption, people reaching old age in 
the coming decades will increasingly experience 
preventable chronic illnesses, with the burden that 
this implies for health systems and caregivers, espe-
cially women. Improving the health status of older 
adults can produce social benefits in the form of 
an extended productive life span (comprehensive 
longevity boost) and a reduced fertility rate (Hei-
jdra and Reijnders 2016). Action toward these 
goals must unfold across the life course. The years 
gained through increased life expectancy need to 
be as healthy as possible to avoid burdening al-

ready-strained pension systems, health systems, 
and family members providing informal care for 
older people in poor health (Bloom et al. 2015).  Fis-
cal tools (e.g., taxes) like the ones discussed in this 
document can play a fundamental role in prevent-
ing chronic diseases and improving people’s lives.

This chapter discusses taxation as a proven 
method to discourage consumption of harmful 
products, improve population health, and contrib-
ute to healthy aging. It discusses the economic ra-
tionale for taxing these products and documents 
their health effects and costs to society. It presents 
evidence on the effectiveness of taxation in raising 
prices and reducing consumption. Taking account 
of health benefits as well as indirect financial effects, 
it also shows how taxation disproportionately ben-
efits poorer households. The chapter considers the 
role of industries in opposing taxation and con-
cludes with a discussion of how this topic relates to 
the broader agenda of healthy longevity.

For the purpose of this review, tobacco prod-
ucts are defined as those that contain tobacco that 
can be smoked, inhaled, or chewed. So-called “elec-
tronic cigarettes” (electronic nicotine delivery sys-
tems, or electronic non-nicotine delivery systems) 
raise additional issues beyond the scope of this 
study. With respect to sugar, this review will focus 
on SSBs. Because SSBs are a significant source of 
added sugars in people’s diets and lack other nutri-
tional benefits, many governments have initiated 
efforts to restrict sugar intake by focusing on these 
beverages. Researchers have been able to generate 
evidence about reducing sugar consumption by 
studying such policies. SSBs are defined as all types 
of beverages containing free sugars. These include 
carbonated and non-carbonated soft drinks, fruit/
vegetable juices and drinks, liquid and powder con-
centrates, flavored water, energy and sports drinks, 
ready-to-drink tea, ready-to-drink coffee, and fla-
vored milk drinks (WHO 2017b).  
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THE CONSUMPTION OF HARMFUL PRODUCTS AND THEIR EFFECTS
Tobacco, alcohol, and sugar have been around a long time. However, current consumption patterns – driven 
by rising incomes, falling prices, and easier access – have led to higher levels and more widespread use of these 
products. The effects on population health and economic activity are increasingly well documented.

1   HED is defined as 60 or more grams of pure alcohol on at least one single occasion at least monthly.

Consumption patterns

Consumption of tobacco, alcohol, and SSBs is asso-
ciated with negative health consequences. Scientif-
ic evidence of these impacts is consistent, signifi-
cant, and growing.

It is estimated that tobacco kills between 5 
to 8 million people in the world each year, most-
ly in low- and middle-income countries (LICs and 
MICs), along with a more uncertain but high num-
ber of second-hand (passive) smokers (WHO 2021; 
Jha and Peto 2014). Highly toxic and addictive, to-
bacco has posed one of the main public health chal-
lenges of the second half of the 20th century and of 
the 21st. Although tobacco consumption remains 
very high, it is falling, marking a reversal of the 
rising trends seen before the late 1990s (Jha 1999). 
Relying on direct surveys for some countries and 
model-based estimates for most others, the World 
Health Organization (WHO) estimates that global 
smoking prevalence in people aged 15 years and 
older fell by a third between 2000 and 2020, from 
about 33.3 percent to 22.8 percent (WHO 2019b). 
Differences by gender are notable. Current-smoking 
prevalence for men fell by a quarter (50 percent to 
37.5 percent), while for women, it dropped by half 
(16.7 percent to 8 percent). In some countries, such 
as China, India, and Indonesia, cigarette smoking 
is largely concentrated among men, but in others, 
including many Latin American countries, smoking 
among women is common.  Adopting United Na-
tions (UN) population projections (United Nations 
2019), these figures imply that the absolute number 
of current smokers worldwide fell almost 7 percent 
between 2000 and 2020, with a decrease of 35 per-
cent for women, but an increase of 2 percent for 
men. Decreases in both prevalence and number of 
smokers are projected for both sexes and for all age 
groups through 2025 (WHO 2019b). It is estimated 
that one smoking death occurs for every 0.8 to 1.1 
million cigarettes smoked (Jha 2020). Thus, the 7.4 
trillion cigarettes consumed in 2019 alone will lead, 
eventually, to at least 7 million premature deaths. 

For alcohol, the situation is quite different. 

Though the share of current drinkers among peo-
ple aged 15 years and older decreased between 2000 
and 2016 (from 47.6 percent to 43 percent percent), 
the per capita volume of pure alcohol consumed has 
increased from 5.7 liters to 6.4 liters and is project-
ed to grow further to 7 liters by 2025 (WHO 2018; 
Manthey et al. 2019). If only drinkers are considered, 
pure alcohol consumption per capita reached 15.1 li-
ters in 2016 (up from 11.1 liters in 2000) – (WHO 
2018). Considering global population growth in the 
period 2000-2016, the number of drinkers world-
wide increased by 16 percent, and the amount of 
pure alcohol consumed globally increased by 58 
percent (an average annual increase of 3.1 percent 
versus a 1.7 percent average annual increase in glob-
al constant dollar per capita GDP) – (United Nations 
2019; World Bank 2023). Consumption of spirits 
contributed the most to increasing consumption of 
pure alcohol at the global level (44.8 percent). Beer 
and wine followed, with increases of 34.3 percent 
and 11.7 percent, respectively (WHO 2018). 

Global alcohol consumption prevalence was 
about 70 percent higher among men ages 15 years 
and older than among women in the same age group 
in 2016 (53.6 percent versus 32.3 percent, respective-
ly), while the consumption of pure alcohol among 
drinkers ages 15 years and older is 180 percent high-
er among men than among women (19.4 versus 7 li-
ters) – (WHO 2018).  However, the gender gap in al-
cohol consumption has decreased significantly over 
the last century, and there are strong indications that 
the gap will continue to narrow, due to faster growth 
in consumption among women (Slade et al. 2016). 

Patterns of alcohol consumption have also 
changed, but with greater regional variation and far 
less reliable survey data available than for cigarettes. 
The prevalence of heavy episodic drinking (HED)1 
among drinkers 15 years and older declined by only 
about 1 percent per year from 2010 to 2016, from 
41.9 percent, to 39.5 (WHO 2018). HED is more 
prevalent among men (50.2 percent versus 19.9 per-
cent for women in 2016), though this gap declined 
sharply, from 3.8 times higher in 2010 to 1.5 times 
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higher in 2016 (WHO 2018; WHO 2014). 
In the case of SSBs, consumption has been in-

creasing, though there are few estimates of the evo-
lution of consumption at the global level. Global 
consumption for carbonated soft drinks, excluding 
bottled still or carbonated water, fruit or vegetable 
juices, coffee, tea, or sports drinks, increased from 36 
liters per person per year in 1997 to 43.1 liters in 2010 
(Basu et al. 2013). Another study estimated that per 
capita SSB and fruit juice consumption in the pop-
ulation aged 20 years and older was 1.22 liters per 
week in 2010 (Singh et al. 2015). This was 30 percent 
higher than the weekly consumption of milk. Con-
sumption was similar for men and women but high-
er among younger people. For example, people who 
were 20-39 years old consumed 139 percent more 
of these drinks than those ages 60 years and older. 
Upper-middle-income countries (UMICs) had the 
highest per capita consumption for persons 20 years 
and older at 1.7 liters per person per week, while 
high-income countries (HICs) ranked second with 
1.4 liters per week. Lower-middle-income countries 
(LMICs) and LICs had 1.3 and 0.7 liters per week, re-
spectively. In the case of LICs, consumption of SSBs 
and fruit juices was 27 percent higher than consump-
tion of milk. Recent estimates suggest that consump-
tion of SSBs in HICs will stabilize (or decrease slight-
ly) by 2022, albeit at a very high consumption level 
(about 120 liters per capita per year). Per capita SSB 
consumption will also stabilize for UMICs (at about 
50 liters per capita per year) but increase strongly for 
LICs and LMICs (World Bank 2020). 

Price and affordability

Many variables affect consumption, including in-
come and income distribution; advertising and prod-
uct promotion; changes in social activities, religious 
practices, and cultural norms; along with prices and 
affordability. Governments have had success in dis-
couraging consumption of health-damaging prod-
ucts through a range of policies. These include adver-
tisement and marketing regulations; sales restrictions 
(e.g., prohibiting sales to minors or in certain places/
times); regulation of places for consumption (e.g., 
smoking bans in public spaces); and packaging re-
quirements (e.g., graphic warnings, front-of-pack 
labeling). However, evidence shows that, for tobac-
co, alcohol, and SSBs, own-prices and consumers’ 
incomes are among the main determinants of con-
sumption (WHO 2017a). The relationship between 

product prices and consumers’ incomes determines 
product affordability. If consumers’ incomes increase 
faster than the prices of certain goods, then indi-
viduals would have to devote a lower proportion of 
their income to purchase these goods. Under most 
conditions (i.e., normal goods) this would lead to an 
increase in demand for these products.

Directly measuring the affordability of key 
health-damaging products is difficult and costly. 
One of the many measures of affordability often 
relied upon instead is the Relative Income Price 
(RIP). The RIP measures what proportion of per 
capita GDP would be required to buy 100 packs of 
cigarettes or 100 liters of beer or SSBs (Blecher and 
van Walbeek 2009; Blecher et al. 2017, 2018).  Based 
on the RIP, the affordability of tobacco over the last 
three decades (1990-2006) has varied a great deal. 
In HICs, tobacco has generally become less afford-
able (though there are variations among these coun-
tries), while in LICs and MICs tobacco has general-
ly become more affordable i.e., a smaller fraction of 
per capita GDP is needed to buy 100 packs of cig-
arettes (Blecher and van Walbeek 2009). Between 
2008 and 2018, the RIP increased in 117 out of 
168 countries, indicating that tobacco became less 
affordable in those countries. In 42 of those coun-
tries the tobacco RIP increased more than 50 per-
cent, and in 26 countries it increased more than 100 
percent (Paraje and Stoklosa 2017).	

For alcohol, trends are clearer: alcohol has be-
come significantly more affordable over the last few 
decades. Between 1990 and 2016, the RIP for beer 
fell in 30 out of 37 HICs, and in 42 out of 44 LICs 
and MICs (Blecher et al. 2018). In almost half of the 
countries, affordability increased both because of 
an increase in income and a decrease in beer pric-
es. The same trend and pattern have been found for 
a sample of nine Latin American countries (Paraje 
and Pincheira 2018). 

Affordability has also increased for SSBs in the 
1990-2016 period. In 79 of 82 countries (40 of them 
HICs), the RIP significantly decreased (i.e., less in-
come was needed to buy 100 liters of Coca-Cola, 
for example), mostly due to a higher rate of income 
growth, rather than a fall in the real prices of SSBs 
(Blecher et al. 2017). This evidence is consistent 
with findings in Latin America, where 7 of 12 coun-
tries studied showed an increase in the affordability 
of SSBs – in some countries by more than 6 percent 
per year – and a decline in affordability in only one 
country: Mexico (Paraje and Pincheira 2018).  



C H A P T E R  7190 C O M P E N D I U M  O F  R E S E A R C H  F O R  T H E  H E A L T H Y  L O N G E V I T Y  I N I T I A T I V E

Health impact of the consumption of 
tobacco, alcohol, and SSBs

Evidence on the health burden linked to the con-
sumption of tobacco and alcohol is overwhelming, 
and it is solid and growing for SSBs. Direct epide-
miological studies in several countries, paired with 
model-based estimates, have led the Global Burden 
of Disease (GBD) Project  to estimate that, in 2020, 
tobacco smoking accounted for 7.7 million deaths 
globally, of which 87 percent were among current 
smokers and 80 percent among men (IHME 2020). 
In terms of disability-adjusted life years (DALYs), 
tobacco was responsible for 9 percent of DALYs at 
the global level in 2019 – more than 229 million 
DALYs (IHME 2020). 

Alcohol caused an estimated 2.4 million deaths 
worldwide in 2019 or 4.3 percent of total risk-re-
lated deaths (IHME 2020). Almost 85 percent of 
those deaths were among men. DALYs due to al-
cohol represented 3.7 percent of total risk related 
DALYs. Alcohol was the main cause of death in the 
10-24 year age group (22 percent of all risk-relat-
ed deaths), and in some countries (e.g., the United
States and Scotland) alcohol is identified as one of
the leading causes of “deaths of despair”(Substance
Abuse and Mental Health Services Administration
(US) and Office of the Surgeon General (US) 2016;
Case and Deaton 2021).  Alcohol consumption is
directly related to crime and domestic violence,
which dramatically affect community life and well-
being among minors and women.

Finally, diets high in SSBs were responsible for 
242,000 deaths at the global level in 2019 (0.4 per-
cent of total risk-related deaths) and for more than 
6 million DALYs (0.25 percent of total risk-related 
DALYs) – (IHME 2020). 

Tobacco consumption has been causally linked 
to “diseases of nearly all organs of the body, to di-
minished health status, and to harm to the fetus.”(-
Jha 2020; U.S. Department of Health and Human 
Services 2014). Main diseases caused by tobacco 
(especially manufactured cigarettes and bidis) are 
circulatory diseases (such as ischemic heart diseas-
es and stroke); respiratory diseases (such as COPD 
and asthma); a wide array of cancers (lung, trachea, 
esophagus, bladder, colon, stomach, liver, kidney, and 
others); metabolic conditions (diabetes mellitus, im-
paired immune system, and others); infertility; and 
tuberculosis (Jha 2020; U.S. Department of Health 
and Human Services 2014). Tobacco is also the cause 
of permanent adverse consequences for brain devel-
opment, if fetuses are exposed to nicotine, as well 

as other conditions with potentially serious lifelong 
health consequences, such as low birthweight. A 
recent meta-analysis finds that smoking is a signifi-
cant contributor to hospitalization and death from 
COVID-19 infection (Reddy 2021). Though tobacco 
is one of the biggest killers among the elderly, at least 
half of tobacco deaths occur in middle age (30-69 
years), leading to a loss of two or more decades of 
life. On average, smoking kills about half of regular 
smokers, with an average loss of life for these persons 
of about 20 years, or about 10 years for regular smok-
ers overall (Jha and Peto 2014; Jha et al. 2013).

On the other hand, early cessation can reverse 
most of the harms of early tobacco use. It has been 
found that adults who quit smoking at 25 to 34, 35 
to 44, or 45 to 54 years of age gained about 10, 9, and 
6 years of life, respectively, as compared with those 
who continued to smoke until their (premature) 
death (Jha et al. 2013). 

Alcohol consumption is associated with neu-
ropsychiatric conditions; unintentional and inten-
tional injuries; gastrointestinal diseases; several 
types of cancer; vascular diseases; maternal and 
perinatal conditions; and other negative health im-
pacts (Rehm and Monteiro 2005; Rehm et al. 2009; 
Rehm et al. 2017; Griswald et al. 2018).  Recent 
studies have shown that, contrary to what some ear-
lier studies reported, there is no safe, “protective,” 
or healthy consumption of alcohol (Griswald et al. 
2018; Topiwala et al. 2021; Millwood et al. 2019). 

Consumption of SSBs is also associated with 
negative health effects, especially because of the 
strong link between consumption of SSBs and over-
weight/obesity (Vartanian et al. 2007). Prominent 
experts in public health have signaled the consump-
tion of SSBs in particular populations, most notably 
in the Americas, as “the single largest driver of the 
obesity epidemic”(Brownell and Frieden 2009). Evi-
dence also shows a positive association between SSB 
consumption and cardiovascular diseases, type 2 di-
abetes mellitus, obesity-related cancer, dental caries, 
metabolic syndrome, and osteoporosis, among other 
diseases (Imamura et al. 2015; Wang et al. 2015; Yin 
et al. 2021; Narain et al. 2016; Hodge et al. 2018). 

Overall, there is ample evidence that the con-
sumption of tobacco, alcohol, and SSBs can severe-
ly affect health and wellbeing of people of all ages. 
Children and young adults exposed to these prod-
ucts can develop chronic illnesses and conditions 
that may permanently affect their future productive 
capabilities and increase the individual and social 
financial burden of treating those illnesses. Negative 
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health consequences from consuming these prod-
ucts are present at all ages, even if not immediately 
observed. When manifested at early stages of life, 
they have long-lasting consequences, while, emerg-
ing in middle or old age, they harm people’s pros-
pects for healthy longevity.

Economic costs

The consumption of products with significant neg-
ative health impacts has economic implications. 
These consequences can be broadly separated into 
two groups of costs: (i) direct costs attributable to 
the treatment of diseases; and (ii) indirect costs 
that can be attributed to premature mortality, loss 
of productivity due to absenteeism and presentee-
ism (i.e., people going to their jobs but being less 
productive), and opportunity costs for caregivers, 
as well as pain and suffering. In the case of alcohol, 
for instance, indirect costs also include violence, 
crime, destruction of property, costs of policing, 
prosecution, incarceration, domestic violence, and 
various forms of suffering experienced by drinkers 
and others. Present economic costs and health costs 
may also have an impact on future economic costs 
and wellbeing, as present illnesses may condition 
future incomes. In the case of tobacco, smokers’ 
households also face economic costs reflecting fac-
tors that include but extend beyond the many annu-
al deaths from second-hand smoke. These indirect 
costs are considered below.

It has been estimated that the economic cost of 
tobacco consumption at the global level was equiv-
alent to 1.8 percent of world GDP in 2012 - about 
US$ PPP 1.8 trillion (Goodchild, Nargis, and Tursan 
d’Espaignet 2017). Of that amount, direct costs (re-
lated to health care expenditures) totaled USD PPP 
467 billion (equivalent to 5.7 percent of global health 
expenditures). In LICs and MICs, direct costs can be 
large when compared to total health care costs. For 
instance, in Bangladesh and Malaysia, direct care 
costs linked to tobacco-attributable diseases have 
been estimated at 19.8 percent and 16.8 percent of 
all health spending, respectively (U.S. National Can-
cer Institute and World Health Organization 2016). 
Total - direct and indirect - costs can also be high, 
reaching as much as 7.2 percent of GDP in the Phil-
ippines, though in most cases the costs range from 
0.1 percent to 2 percent of GDP (U.S. National Can-
cer Institute and World Health Organization 2016). 
A recent study conducted in 12 Latin American 
countries found that health care costs for smok-

ing-attributable diseases represent about 6.9 percent 
of government health budgets in these countries. 
Uruguay and Bolivia were among the most affected, 
spending 16.7 percent and 11.8 percent of their gov-
ernment health budgets, respectively, on tobacco-re-
lated costs (Pichon-Riviere 2020).  

In the case of alcohol, fewer studies are available, 
but those that have been conducted for several coun-
tries all show high economic costs. Pooled results for 
29 locations (countries, states/regions, cities) found 
that the total cost of alcohol consumption amounted 
to US$ PPP 817 per adult, equivalent to 1.5 percent 
of GDP (of which 68 percent were indirect costs) - 
(Manthey et al. 2021). Comparable studies for HICs 
show that total per capita economic costs related to 
alcohol range from US$ PPP 384 in France to US$ 
PPP 837 in the United States, with a weighted av-
erage for four countries (France, the United States, 
Canada, and Scotland) of US$ PPP 725 (Rehm et al. 
2009). On average, 72 percent of those costs are due 
to lost productivity, while 13 percent are health care 
costs. In two MICs (South Korea and Thailand), the 
weighted average of total per capita costs was US$ 
PPP 293, with 79 percent of that amount attribut-
able to lost productivity and 5.6 percent to health 
care costs (Rehm et al. 2009). In another study of 14 
HICs, the weighted average of alcohol-related social 
costs was equivalent to 1.6 percent of GDP, with in-
dividual country values ranging from 0.6 percent in 
Spain to 2 percent in New Zealand (Mohapatra et al. 
2010). In these countries, indirect costs represented 
72 percent of total social costs. The few studies avail-
able for other low- and middle-income countries are 
consistent with these findings. In Chile, the social 
costs of alcohol consumption were equivalent to 0.9 
percent of GDP in 2014, of which 30 percent were 
health care-related costs (Margozzini et al. 2018). 
In South Africa, a study estimated alcohol-related 
costs to be equivalent to between 10 and 12 percent 
of GDP (Matzopoulos et al. 2013). 

We are unaware of studies estimating economic 
costs specifically for the consumption of SSBs. How-
ever, several studies have estimated the economic 
costs of conditions and illnesses strongly associated 
with SSB consumption, such as obesity. At the global 
level, it has been estimated that obesity costs US$2 
trillion per year, or the equivalent of 2.8 percent of 
global GDP (Dobbs et al. 2014). Estimates for 42 
countries in Asia and the Pacific put the economic 
costs of overweight and obesity at 0.8 percent of the 
group’s GDP (Helble and Francisco 2017). Direct 
costs can reach up to 37 percent of total health costs 
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(in Singapore), and indirect costs can reach up to 67 
percent of total health costs (in Palau).

Apart from economic costs related to illnesses 
associated with consuming these products, other 
long-lasting economic effects have been demon-
strated. In the case of tobacco, evidence from Chi-
na (Wang et al. 2006), India (John 2008), Cambo-
dia (John 2012), Zambia (Chelwa and van Walbeek 
2014), Chile (Paraje and Araya 2017), Ghana (Ma-
sa-ud et al. 2020), and a study of 40 LICs and MICs 
(Do and Bautista 2015) shows that tobacco expendi-
tures crowd out other items in household budgets, 
such as food, education, and medical care. In certain 
cases, a higher budget share devoted to tobacco is 
also associated with a higher budget share allocated 
to alcohol. Across six diverse LMICs, tobacco and al-
cohol use were associated with crowding-out spend-
ing on acute care and preventative health-related 
behaviors for children, including vaccination, and 

crowding-in of harmful behaviors (Wu et al. 2021). 
It has been argued that these effects on household 
spending patterns can harm the accumulation of hu-
man capital (especially through foregone education 
and lower health care expenditures) and, ultimately, 
households’ future well-being and society’s econom-
ic growth. Similar effects have been found in Jamaica 
in the case of SSBs (Paraje and Gomes 2021).

Of course, the costs incurred by society due to 
the consumption of tobacco, alcohol, and SSBs are 
not completely recovered if consumption of these 
products goes to zero. Reducing premature deaths 
and chronic illnesses related to consuming these 
products generates substantial savings. Some of 
these savings will be offset by an increase in spend-
ing on less preventable diseases that people will ulti-
mately experience. However, helping people reduce 
harmful consumption postpones such spending 
and, fundamentally, ensures healthier longevity.

TAXATION: ECONOMIC RATIONALES AND EFFECTIVENESS
For persons concerned with public health, the social harms of tobacco, alcohol, and SSBs are an adequate justifi-
cation for discouraging consumption of these products. Although diverse perspectives exist regarding the appropri-
ateness of government intervention to influence individual consumption choices, there are important additional 
rationales that justify discouraging consumption of these products – especially by raising their prices. These ratio-
nales include economic concepts of externalities, internalities, optimal taxation, and cost-effectiveness. 

Economic rationales for taxing tobacco, 
alcohol, and SSBs

The consumption of tobacco, alcohol, and SSBs is 
associated with negative externalities since such 
consumption negatively affects third parties’ well-
being. Externalities occur when one individual’s 
action - consumption, production - affects the well-
being of another individual. In the case of tobacco, 
for instance, second-hand smoke is related to several 
diseases (Dunbar et al. 2013; Banderali et al. 2015). 
In the case of alcohol, road accidents, domestic and 
street violence, arson, and other negative externalities 
are directly linked to alcohol consumption (Chaloup-
ka et al. 2019). For all three types of harmful products 
considered here, the diseases associated with their 
consumption are treated in health systems that enjoy 
partial or total public funding, and these interven-
tions crowd out the treatment of other diseases.

Diseases caused by the consumption of tobacco, 
alcohol, and SSBs often lead to premature mortality. 
In the case of tobacco, cardiovascular diseases and 
cancers of several organs are among the main result-

ing diseases with potentially fatal outcomes, though 
by no means, the only ones (Jha et al. 2015). Alco-
hol consumption causes liver diseases, cancers, car-
diovascular diseases, traumatic injuries, and others 
(Gawryszewski and Monteiro 2014). In the case of 
SSBs, diabetes, cancers, and cardiovascular diseases 
are among the main diseases that may lead to prema-
ture mortality (Singh 2015). Premature deaths of pro-
ductive adults, in whom society has previously invest-
ed through education, health care, welfare programs, 
and other channels, constitute a loss of valuable col-
lective resources with a likely effect on economic de-
velopment. At the household level, illnesses caused by 
the consumption of health-damaging products and 
the out-of-pocket expenditures associated with these 
ailments may lead to household impoverishment or 
financial hardship that can have long-lasting conse-
quences and spur a vicious cycle of intergenerational 
impoverishment (Jha 1999; U.S. National Cancer In-
stitute and World Health Organization 2016).
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Not only are negative externalities present in 
the consumption of these products, but so are nega-
tive “internalities,” which arise from individuals ig-
noring or not correctly considering harmful health 
effects to themselves (Allcott, Lockwood, and Taub-
insky 2019). Internalities may be present when con-
sumers have imperfect information on the negative 
effects on their own health of consuming these 
products and/or when consumers face problems of 
self-control and time-inconsistency i.e., underesti-
mating their own future health care costs, relative to 
their future preferences regarding the significance 
of such costs (Allcott, Lockwood, and Taubinsky 
2019). Educational campaigns, warning labels, re-
strictions on advertising and sponsorship, and sim-
ilar measures correct for internalities, but they are 
not 100 percent effective. Thus, taxes still have a role 
to play (Allcott, Lockwood, and Taubinsky 2019). 

The usual tool used to correct negative external-
ities are the so-called Pigouvian taxes that increase 
marginal (private) costs to the consumer by enough 
to offset the cost of present and future externalities. 
These externalities can be very large and often take 
a heavy toll on households where the consumption 
of tobacco, alcohol, and SSBs occur. They include, 
for example, lost household income and catastroph-
ic health expenditure for the household (Jha 1999; 
U.S. National Cancer Institute and World Health 

Organization 2016). Taxes have been found to be 
the most cost-effective tool to curb consumption of 
tobacco and hence its externalities and internalities 
(Jha 1999; International Agency for Research on 
Cancer 2011); among the most cost-effective tools 
to decrease alcohol consumption; and cost-effective 
to reduce consumption of SSBs (WHO 2017a). Us-
ing taxes does not preclude or impede using other 
tools to decrease consumption of these products, 
such as marketing restrictions, prohibitions on sell-
ing to certain groups (minors, for instance), label-
ing of products with health warnings, and others.

A further economic rationale for taxing tobac-
co, alcohol, and SSBs is unrelated to their health ef-
fects. Rather, it focuses on identifying the best way 
to raise public revenues. Adam Smith discussed this 
point explicitly in The Wealth of Nations, when he 
identified tobacco, alcohol, and sugar as products 
which were better sources of government revenues 
than other goods or services. While this approach 
has received relatively little attention, one study ex-
plicitly explored the idea in relation to alcohol taxes 
(Parry et al. 2009). It found that a revenue-neutral 
policy of raising alcohol taxes to replace labor tax-
es would lead to substantial welfare gains. Adopt-
ing this revenue strategy would imply much higher 
rates of taxes on alcohol than those based purely on 
addressing externalities. 

EFFECTIVENESS OF PRICE POLICIES
As noted earlier, affordability – the relationship between consumer income and product price – is the key vari-
able affecting consumption of health-damaging products. Per capita incomes and product prices determine af-
fordability – the first positively and the second negatively. Per capita incomes are obviously not a relevant policy 
instrument, but altering product prices can be. Taxation and/or minimum-price policies typically increase prices 
and, by doing so, decrease affordability and reduce consumption. 

Studies have consistently shown that taxes on to-
bacco, alcohol, and SSBs do indeed raise prices and 
reduce consumption. This effectiveness is a conse-
quence of how demand responds to increases in a 
product’s price (own-price elasticity); to the avail-
ability of substitutes (cross-price elasticities); and to 
changes in income (income elasticity). Own-price 
elasticity measures the percentage by which con-
sumption decreases when the product’s price increas-
es by 1 percent. High own-price elasticities imply that 
a small increase in price (e.g., due to a tax increase) 
produces a relatively large reduction in consump-
tion. Cross-price elasticities measure the percentage 
change in consumption of a particular product when 

the price of an alternative product increases by 1 per-
cent, thereby indicating whether these are substitute 
or complementary products; and income elasticities 
measure the percentage by which demand increases 
or decreases when income rises by 1 percent. 

Own-price elasticities

There is a vast literature estimating the effect of to-
bacco prices on demand for entire populations and 
subgroups (e.g., youth, individuals with different 
income levels, genders). Less extensive, but still 
large, is a literature relating tobacco prices to smok-
ing onset and cessation.
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Studies have measured the own-price elastici-
ties of tobacco and have centered around values of 
-0.4 for HICs and around -0.5 for LICs and MICs,
though the difference may not be statistically sig-
nificant (US National Cancer Institute and World
Health Organization 2016; WHO 2011; Chaloupka
and Powell 2019; Guidon et al. 2015).  Overall, short-
run elasticities are about half the absolute value of
long-run elasticities (US National Cancer Institute
and World Health Organization 2016; Becker et al
1994). About half of the own-price elasticity is due
to a decrease in prevalence (i.e., due to people quit-
ting), while the other half is due to a reduction in the 
number of cigarettes smoked by those who continue 
smoking (U.S. National Cancer Institute and World
Health Organization 2016; Goodchild et al. 2016).
Youth are substantially more price-responsive than
adults in countries at all income levels (U.S. Nation-
al Cancer Institute and World Health Organization
2016; Nikaj and Chaloupka 2013; Kostova et al.
2011), and young men are more price-responsive
than young women (Chaloupka and Pacula 1999).
In addition, higher prices delayed or even prevent-
ed the initiation of smoking in a variety of coun-
tries i.e., the own-price elasticity of smoking onset
was negative and statistically significant (Guindon,
Paraje and Chávez 2017; Guindon, Paraje and Cha-
loupka 2019; Kostova, Husain and Chaloupka 2017;
Vellios and van Walbeek 2016; Shang et al. 2019).
This is in large part because young people general-
ly have lower discretionary incomes than they will
when they are older. Finally, higher tobacco prices
increase the likelihood of cessation, as demonstrat-
ed in both HICs and MICs (Gonzalez-Rozada and
Montamat 2019; Forster and Jones 2001; DeCicca,
Kenkel and Mathios 2008; Hyland et al. 2006; Shang, 
Chaloupka and Kostova 2013; Ross et al. 2013).

The evidence on own-price elasticity for alco-
hol is also compelling, with values of -0.5 for short-
run elasticity and around -0.8 for long-run elasticity 
(Gallet 2007). However, not all types of alcoholic 
beverages show the same own-price elasticity. In 
general, beer demand is less price-responsive than 
wine and spirits (-0.3 vs. -0.6, respectively) – (Powell 
and Chaloupka 2019; Guindon et al. 2022). There is 
little evidence on gender differences in price-respon-
siveness (Gallet 2007). Studies show different results 
on own-price elasticities by age, finding no conclu-
sive differences between young people and adults 
(Jackson et al. 2010; Stockings et al. 2016). In the 
United States, alcohol price elasticity among heavy 
drinkers is significantly negative (i.e., price increases 

decrease consumption) but lower (in absolute val-
ue) than for the entire population (-0.3 vs -0.5, re-
spectively (Wagenaar, Salois and Komro 2009). Even 
binge drinkers are price-responsive (Burton et al. 
2017) but tend to choose cheaper drinks in an effort 
to keep up their alcohol consumption. This implies 
that policies aimed at increasing the price of cheap-
er drinks (e.g., minimum unit price policies) can be 
effective at reducing binge and/or heavy drinking 
(Jackson et al. 2010; Booth et al. 2008; van Walbeek 
and Chelwa 2021). Finally, evidence on how prices 
affect alcohol initiation is scarce but suggests that 
higher prices delay and, to some extent, prevent ini-
tiation. This can have long-lasting effects on future 
drinking patterns; for example, individuals who ini-
tiate at older ages have a lower probability of having 
frequent heavy-drinking episodes (Sornpaisarn et 
al. 2015; Paraje, Guindon and Chaloupka 2020). 

For SSBs, there is mounting evidence on rela-
tively high (in absolute terms) and significantly neg-
ative own-price elasticities. The own-price elasticity 
for SSBs is around -1, i.e., a 1 percent increase in SSB 
prices decreases consumption by 1 percent (Teng et 
al. 2019). In some countries, higher price-respon-
siveness has been measured, for example in the Unit-
ed States (with an own-price elasticity of -1.2) (Pow-
ell et al. 2013); Mexico (-1.1 to -1.2) – (Powell et al. 
2013); Chile (-1.3 to -1.4) – (Caro et al. 2018; Guerre-
ro-López, Unar-Munguía and Colchero 2017); Ecua-
dor (-1.2) – (Paraje 2016); Guatemala (-1.4) – (Cha-
on et al. 2018); and South Africa (-1.2) – (Stacey et al. 
2017). A systematic review of studies in 164 countries 
found that price-responsiveness was higher in the 
lowest-income countries and for the youngest and 
oldest adults vis-à-vis middle-aged persons, proba-
bly reflecting life-cycle changes in incomes. The re-
view found no differences in price-responsiveness 
between men and women (Muhammad et al. 2019). 

Overall, there is vast and consistent evidence 
that people consume less tobacco, alcohol, and SSBs 
when faced with increases in prices. For tobacco and 
alcohol, raising prices decreases consumption less 
than proportionally, while in the case of SSBs the 
reductions in consumption tend to be proportional 
or more than proportional to the price change.

Cross-price and income elasticities	

A rise in other products’ prices can lead to increas-
es in consumption if products are substitutes, or to 
consumption decreases if they are complements. 
The sign on the cross-price elasticity parameter in-
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dicates whether they are substitutes (positive sign) 
or complements (negative sign).

In the case of tobacco, for instance, there is evi-
dence of substitution among tobacco products, such 
as manufactured cigarettes, roll-your-own tobacco, 
bidis, and small cigars, as well as between brands 
within the same product e.g., cigarettes (Nargis et 
al. 2019; Chaloupka and Powell 2018; Jawad et al. 
2018; Guindon et al. 2011). In addition, there is evi-
dence of electronic cigarettes being substitutes with 
manufactured cigarettes (Stoklosa, Drope and Cha-
loupka 2013). Less clear is the relationship between 
tobacco and alcohol (Pacula 1998), as some stud-
ies have found that they are substitutes (Dee 1999; 
Chen et al. 2016), others have found that they are 
complements, and still other studies have reported 
mixed results (Markowtiz and Tauras 2009). 

In the case of alcohol, there is no consistent ev-
idence on substitution between different alcoholic 
beverages (possibly due to methodological prob-
lems, sample sizes, and other factors) (Ornstein 
1980; Edwards 1994), while there is strong evidence 
on substitution within beverage groups e.g., beers 
(Rojas and Peterson 2008; Gruenewald et al. 2006; 
Meng et al. 2014; Srivastava et al. 2015; Ruhm et al. 
2012). Finally, there is only suggestive evidence on 
cross-price elasticities between alcohol and illicit 
drugs (Burton et al. 2017). 

SSBs clearly have substitutes among other bever-
ages, such as milk, coffee, tea, bottled water, and diet 
carbonated beverages, with higher degrees of substi-
tution for milk and bottled water (Guerrero-López, 
Unar-Munguía and Colchero 2017; Paraje 2016; 
Smith, Lin and Lee 2010; Finkelstein et al. 2013). 
Some studies have estimated SSB price-responsive-
ness in food demand systems, including not only 
beverages but solid sugar-rich foods, such as cook-
ies, candies, deserts, and snacks. Findings from these 
investigations have been mixed. Some products are 
substitutes, others are complements, and others are 
not related (Colchero et al. 2015; Caro et al. 2018). 
Such a pattern would imply that higher SSB prices 
could lead to an increase in consumption of other un-
healthy food products (salty snacks, candies, cookies, 
and others), partially offsetting the expected reduc-
tion in sugar intake. While this may happen, it has 
been found that the net effect of SSB price increases 
is still an overall decrease in sugar intake (Finkelstein 
et al. 2013; Pell et al. 2021; Leider et al. 2021). 

There are considerably fewer studies on income 
elasticities.  Still, the evidence is consistent in show-
ing that the main tobacco products (e.g., cigarettes), 

alcoholic beverages, and SSBs are normal goods: 
that is, their income elasticity is positive, meaning 
that an increase in income increases demand for the 
product. For tobacco, income elasticity is estimat-
ed at between 0.3 and 0.4, such that a 10 percent 
increase in income would lead to a 3 to 4 percent 
increase in tobacco demand (Gallet and List 2003; 
Nargis et al. 2021). In the case of alcohol, a large sys-
tematic review found estimated income elasticities 
to be in the vicinity of 0.7 (Gallet 2007). Finally, for 
SSBs there is evidence that income elasticities are 
between 0.8 and 1, though the number of studies 
estimating this parameter is still low (Paraje et al. 
2016; Chacon et al. 2018; Stacey et al. 2017). Results 
to date on income elasticities for these products—
suggesting that they are normal goods—indicate 
that increases in affordability lead to higher demand 
for these products irrespective of what occurs with 
own or other products’ prices. This corroborates 
our earlier discussion of affordability.

Pass-through to prices

Given the strong evidence that demand for tobac-
co, alcohol, and SSBs is price-responsive, taxes can 
decrease consumption only if they can increase 
prices. Though it is common to assume that a tax 
increase automatically raises prices, in fact, the de-
gree and speed with which prices rise will depend, 
among other things, on the market structure, the 
structure of the excise tax system, and the availabil-
ity of non-taxed or differentially taxed substitutes 
(which affects the own-price demand elasticity). In 
particular, prices will typically rise more in response 
to a tax increase when the market is concentrated, 
the taxes are charged at the retail level, and when a 
product has few or no close substitutes (and, hence, 
a low own-price demand elasticity). Taxes can be 
fully passed to prices (pass-through equal to 1), can 
be under-shifted (pass-through less than 1), or can 
be over-shifted (pass-through greater than 1).

There is evidence, for instance, that in less com-
petitive markets, firms tend to fully pass taxes to pric-
es or even over-shift them. For example, in the Unit-
ed States, the 1983 increase in the Federal Cigarette 
Excise Tax was over-shifted by oligopolistic firms 
exploiting their market power (Harris 1987). Sim-
ilar behavior was found in Europe (Delipalla  and 
O’Donnell. 2001). In the European case, ad-valorem 
taxes (i.e., a percentage of the price) tend to produce 
lower pass-through rates for tobacco when com-
pared to specific taxes (i.e., a tax per unit sold). Tax 
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structure can also affect pass-through rates. In India 
(Jha et al. 2011) and Bangladesh (Nargis et al. 2020), 
a complex tiered tax system has given the tobacco in-
dustry room for passing taxes differentially accord-
ing to price segments (i.e., taxes are under-shifted 
for cheaper cigarettes and over-shifted for premium 
cigarettes, thereby leading to downward substitution 
rather than reducing consumption). The same effect 
was also found in Mauritius (Berthet Valdois et al. 
2019). The perspective of further regulations may 
also affect the pass-through rate, as producers facing 
a scenario of tightening restrictions in consumption, 
higher taxation, and other constraints may choose 
to maximize short-run profits by over-shifting taxes 
(Becker et al. 1994). There is evidence that the tobac-
co industry uses a number of strategies (e.g., stock-
piling, that is, oversupplying the domestic market 
before a tax increase) to delay the change in prices 
after a tax increase, although prices eventually rise as 
a result of such an increase (Ross, Tesche and Vellios 
2017; Marquez and Moreno-Dobson 2017). 

For alcohol, taxes also seem to be fully passed or 
even over-shifted. A review found that taxes are gen-
erally over-shifted in the case of beer and fully shifted 
for wine and spirits (Nelson and Moran 2020). In the 
United States, state and federal alcohol taxes appear 
to be over-shifted, especially for beer and spirits. The 
price adjustment also seems to be quite rapid, within 
three months of the tax change (Young and Bielińs-
ka-Kwapisz 2002) Similar results were found in the 
case of beer in Alaska (Kenkel 2005). For the UK, the 
pass-through rate varies by price level of products. 
Producers of relatively cheaper alcohol beverages 
tend to under-shift taxes, while those of relative-
ly more expensive beverages over-shift them (Ally 
et al. 2014). A similar finding was reported for the 
pass-through of alcohol taxes for 27 OECD coun-
tries (Shang, Ngo, and Chaloupka 2020). This study 
also reported under-shifting or fully shifting taxes in 
the case of wine and certain spirits (e.g., cognac) and 
over-shifting in the case of beer and Scotch whisky.

In the case of SSBs, the evidence is mixed. In 
Mexico, the SSB tax was mostly over-shifted for so-
das and fully or mildly under-shifted for other SSBs 
(Grogger 2016; Colchero et al. 2015). In France, taxes 
were over-shifted for sodas and under-shifted for fruit 
juices and flavored waters (Berardi et al. 2016). In 
Denmark, three tax changes between 1998 and 2003 
were either fully shifted or over-shifted (Bergman 
and Hansen 2019). However, in other cases, taxes 
have been under-shifted. This is the case of Barbados 
(Alvarado et al. 2017), Chile (Nakamur et al. 2018), 

and for some categories of SSBs in the UK e.g., those 
in the top tier of the tax (Scaborough et al. 2020). In 
the United States, studies of local taxes have found 
mixed results, depending on the location of the store 
– e,g., proximity to state borders led to under-shifting
(Cawley et al. 2017), store types, and beverage types
(Silver et al. 2017; Powell et al. 2020). A recent me-
ta-analysis found that, on average, the pass-through
was 70 percent of the tax, though with considerable
variation across studies (Powell et al. 2021).

Evidence on price pass-throughs implies that 
large increases in specific taxes are a more effective 
strategy for reducing consumption than a series of 
smaller tax increases, particularly if they are ad-va-
lorem taxes. A large specific excise tax is less easily 
manipulated by industry and, if applied uniformly to 
all products, it can narrow the differential between 
cheaper and more expensive brands. Incremental tax 
increases give the industry political room to blame 
the government for price increases they impose in 
order to maximize profits. A larger excise tax increase 
makes this “blame and pocket” strategy less feasible, 
as the public is more likely to be alerted to the larger 
expected tax increase (Marquez and Moreno-Dob-
son 2017). More importantly, behavioral research 
also find that people are more responsive to large 
salient changes in prices than to incremental ones 
because it changes the framing of their consumption 
decision and triggers a greater loss aversion response 
(Tversky and Kahneman 1981; Babor et al. 1978; Ep-
stein et al. 2012; Kalyanaram and Winer 2022). 

Minimum unit prices: 			
cases, evidence, and implications

Minimum unit prices (MUP) are policies that raise 
the “floor” of prices without using taxes. MUPs 
raise average prices while reducing the possibility 
of down-trading (i.e., switching to cheaper brands). 
This measure has been used in the context of tobac-
co and alcohol control. Although it is effective when 
properly used, it has the disadvantage of not gener-
ating direct revenues (only indirect ones, via VAT 
for instance) and being more costly to enforce than, 
for instance, taxes at the producer level. In the case of 
tobacco, MUP policies might set a minimum price 
for 20-cigarette packages, while MUPs for alcohol 
have been based on alcohol content (e.g., Scotland’s 
MUP is £0.50 per 8 grams of pure alcohol) or based 
on volume (e.g., £0.50 per liter of beer).

Some research suggests that, at least in coun-
tries with the institutional capacity to ensure en-
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forcement, MUPs for alcohol may be even more ef-
fective than taxes for reducing consumption among 
certain groups. A study in Australia found that an 
MUP policy was more effective at reducing con-
sumption among heavy drinkers of beer and wine 
than a volumetric excise tax i.e., a tax based on alco-
hol content (Shara et al. 2014). A systematic review 
found that modelling studies for England and Aus-
tralia confirm that an MUP policy is highly effective 
at reducing consumption among heavy drinkers, 
though it would minimally affect moderate drinkers 
(Burton et al. 2017). The same effect was found in 
South Africa (van Walbeek and Chelwa 2021). 

MUP policies are widely used for tobacco in 
the United States; at least 25 states have implement-
ed them (Feighery et al. 2005). A study using data 

from 2007 to 2014 found that cigarette prices were 
significantly higher in states with MUP policies 
than those without, especially for cheaper products 
(Huang et al. 2016). Models predict that establish-
ing a national MUP (at US$ 10) for cigarettes could 
significantly reduce sales of cigarettes and increase 
cessation (Doogan et al. 2018). 

As MUP do not raise revenues (apart from 
those that can be generated from VAT) the political 
economy to implement them can be more complex. 
Ministries of Finance, for instance, may not have 
the incentives to push for MUP as they will not get 
any substantial extra revenues. High enforcement 
costs, especially important in poorer countries, can 
also be a deterrent to implement MUPs, as such 
costs may not be recovered with extra revenues.

RELATED TOPICS 

Distribution of financial burden and averted health costs: extended cost-benefit analyses
The extended cost-benefit analysis (ECBA) methodology incorporates any short-term welfare losses from excise 
taxes into a framework that includes the medium- and long-term health benefits for those who quit consuming 
or who consume fewer harmful products. Among other aspects, ECBA accounts for differential behavioral re-
sponses across population groups—including different income groups—through the estimation of group-specific 
price elasticities. This kind of analysis tends to show that, because lower-income individuals tend to be more 
sensitive to cigarette, alcohol, and SSB pricing, they will benefit disproportionately from the resulting health im-
provements, health care expenditure reductions, and higher disposable income for purchasing non-toxic goods 
and services. Fiscal incidence analyses that do not consider behavioral responses and account only for the direct 
costs of taxing these products are partial or incomplete because they ignore these other effects. By accounting for 
both direct and indirect effects in the short and medium terms, ECBA provides a more complete picture of the 
costs and benefits that taxing tobacco, alcohol, and SSBs entails for household welfare. This contradicts industry 
claims that such taxes are hardest on the poor. 

Tobacco, alcohol, and SSBs are unlike other taxable 
goods. Preventing health and economic harms asso-
ciated with consumption of these products generates 
large benefits to current and potential consumers, 
governments, and societies. In general, most smokers 
are willing to quit but unable to do so. In the United 
States, for instance, about 68 percent of smokers were 
willing to quit, and 55 percent attempted to quit, but 
only about 7.5 percent of smokers successfully quit 
smoking (U.S. Department of Health and Human 
Services 2020). A US study that compares the value 
of statistical life for smokers with the costs of smok-
ing found that “the economic value of the premature 
mortality due to smoking dwarfs the purchase price 
of cigarettes,” reaching a private cost of US$ 222 per 
pack for men and US$ 94 per pack for women in 2006 
dollars (Viscusi and Hersch 2008). A study in Spain 

reached similar conclusions (Cobacho et al. 2010). 
The ECBA methodology has been applied 

widely, including in a 13-country study (Global 
Tobacco Economics Consortium 2018). At least 13 
country studies using ECBA highlight that the me-
dium- and long-term benefits of reducing smoking 
can outweigh the short-term spending on taxes, 
resulting in net gains, particularly among poorer 
households (Del Carmen, Fuchs and Genoni 2018; 
Fuchs, Matytsin, and Obukhova 2018; Fuchs and 
Meneses 2018, 2017a, 2017b; Fuchs and Del Car-
men 2018; Fuchs and Del Carmen and Mukong 
2018; Fuchs and Gonzalez 2019; Fuchs, Orlic, and 
Cancho 2019; Fuchs, Mandeville, and Alonso-Soria 
2020). Similar findings are reached by Fuchs, Paz, 
and Gonzalez Icaza who simulate tax policy chang-
es in eight low-, middle- and high-income countries 
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(Fuchs, Paz, and Gonzalez 2019). The distribution 
of elasticities and resultant health and economic 
benefits from reduced medical expenses and lower 
‘years of working-life lost’ (YWLL) generally more 
than offset the short-term negative effects of tobac-
co taxes on household budgets. For sufficiently high 
price shocks and elasticity scenarios, the tax inci-
dence is progressive. Half the population in these 
countries could benefit from net positive income 
gains in the medium to long term if cigarette prices 
rose by 50 percent. In a similar study, Postolovska 
et al. find that increasing Armenia’s cigarette excise 
tax rate to 75 percent of the retail price could deliv-
er large health and financial benefits to households, 
with pro-poor impacts (Postolovska et al. 2017). 

The reduction in medical bills tends to be the 
most significant component driving the net ben-
efits under the ECBA. All income groups benefit 
from the reduction in medical expenses when taxes 
discourage smoking, but these benefits are dispro-
portionately larger for poor households. In Moldo-
va, where tobacco-related diseases are the leading 
cause of premature adult deaths, just accounting for 
reductions in medical expenses is enough to offset 
the initial negative price effect on household ex-
penditures, with a clear progressive pattern (Fuchs 
and Meneses 2018). In Chile, Ukraine, and Russia, 
reducing medical expenses constitutes the largest 
long-term benefit of the tobacco price increase un-
der the ECBA (Fuchs and Matytsin 2018; Fuchs and 
Meneses 2017a, 2017b). Similarly, tobacco price in-
creases yield positive welfare gains from being able 
to work longer. In Bangladesh, for instance, the 
main gains of taxing tobacco under the ECBA mod-
el arise from extending people’s working lives i.e., 
lowering YWLLs (Del Carmen and Fuchs 2018). 

Despite these ECBA results, those lobbying 
against tax increases continue to cite studies which 
look exclusively at the direct short-term distri-
butional costs. One such study in Chile showed 
that, if cigarette prices increased by 25 percent, the 
poorest 20 percent of the population would reduce 
consumption of other goods by 0.35 percent in the 
absence of any adjustments in cigarette consump-
tion, while the wealthiest 10 percent would face a 
smaller reduction of 0.09 percent (Fuchs and Mene-
ses 2017). Without considering the health benefits, 

avoided health care costs, and productivity gains, 
these partial studies are biased regarding the distri-
butional consequences of taxing harmful products.  

Complete studies on the distributional conse-
quences of taxing alcohol and SSBs are less com-
mon but growing in number. For example, a study 
of excise taxes on SSBs in Ukraine found that the 
net effect is progressive though small in magnitude: 
raising SSB prices by 20 percent increases disposable 
income of the poorest quintile of the population by 
0.03 percent (Fuchs and Gonzalez 2021). In Ka-
zakhstan, where the average price elasticity of SSBs 
is estimated to be -0.70, lower income deciles bene-
fit more than higher income deciles from the simu-
lated introduction of a 20 percent price increase on 
SSBs (Fuchs, Mandeville, and Alonso-Soria 2020). 
Finally, a recent ECBA in Brazil shows that price in-
creases on alcohol, tobacco, and SSBs have positive 
and progressive effects, when incorporating the im-
pact of health taxes on prices, medical expenditures, 
and productive lives (Coelho 2020). 

No ECBAs are currently available specifically 
for alcohol taxation. However, a recent report ana-
lyzed the distributional effect of alcohol taxes in the 
UK (Bhattacharya 2020). It found that there is no 
evidence to support the idea that alcohol taxes are 
regressive. Furthermore, once the use of alcohol tax 
revenues by the Government is considered, results 
can be strongly progressive, if revenues are used to 
finance increased health spending or other pro-poor 
programs. Note that “soft” earmarking (i.e., in which 
the recommended use of the new revenues is not le-
gally required) has been found to be helpful for over-
coming political opposition to higher tobacco excise 
taxes (Marquez and Moreno-Dobson 2017). 

In the case of alcohol, the relative financial bur-
den may be affected not only by income but also, 
crucially, by the intensity of drinking. In Australia, 
alcohol taxes represent a higher burden to heavy 
drinkers irrespective of their incomes and, because 
of that, one study suggests that MUP policies or tax-
es that increase the cost of the cheapest alcohol can 
be more effective in reducing alcohol consumption, 
without having highly regressive effects (Vanden-
berg and Sharma 2016). However, this is a partial 
study which does not consider the distributional ef-
fects on revenues and health care cost savings.
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COMBINATION OF TAXES AND NON-PRICE INTERVENTIONS
Price interventions through taxation (and/or MUPs) are not the only policies for reducing consumption of to-
bacco, alcohol, and SSBs, although they are generally among the most cost-effective. Other policies that are effec-
tive at reducing consumption include: (1) marketing controls (e.g., on advertising, package labelling, promotion, 
or sponsorship); (2) sales regulations (e.g., licensing, store opening times, age restrictions); (3) consumption 
regulations (e.g., restrictions on smoking or drinking in public places, work spaces, or other specified locations); 
(4) consumer education (e.g. mass media campaign, package labelling); and (5) cessation programs and inter-
ventions (especially for tobacco, but also for alcohol).

WHO has reviewed the evidence on the cost-effec-
tiveness of some of these policies with regard to 
reducing tobacco and alcohol consumption (WHO 
2017a). WHO’s study defines “best-buys” as mea-
sures that cost at most US$ PPP 100 per DALY 
averted in low- and middle-income countries.

For tobacco, five “best-buys” were identified. 
Tobacco taxation leading to price increases was the 
most cost-effective. Two marketing control measures 
were jointly ranked second: (a) the implementation 
of plain/standardized packaging and/or large graphic 
health warnings on all tobacco packages; and (b) en-
acting and enforcing comprehensive bans on tobac-
co advertising, promotion, and sponsorship. Finally, 
cost-effectiveness was demonstrated for two addi-
tional measures: effective mass media campaigns that 
educate the public about the harms of smoking/to-
bacco use; and eliminating exposure to second-hand 
smoke in indoor spaces and public transportation.

Although tobacco taxation was the most cost-ef-
fective intervention, the measures noted above are 
complementary. Public awareness of the hazards 
of smoking and the benefits of quitting, achieved 
through mass media campaigns, graphic warnings 
on packs, and the other measures cited all encourage 
wider public support for tax hikes, in addition to dis-
couraging  consumption (Jha and Peto 2014). Simi-
larly, bans on smoking in public places and bans on 

advertising restrict social cues that encourage smok-
ing and reduce the tobacco industry’s social and po-
litical influence, further enabling tax increases. Bans 
on smoking in public places, particularly workplaces, 
require smokers to take time from work and to go 
outside even in unpleasant weather, in effect raising 
the “cost” of smoking. It has been widely shown that 
bans on smoking in public places almost immedi-
ately affect health, reducing the incidence of strokes, 
myocardial infarctions, and certain respiratory dis-
eases (Bartecchi et al. 2006; Juster et al. 2007; Naiman 
et al. 2010; Sargent et al. 2004; Ferrante et al. 2012). 

For alcohol, the WHO “best buys” are: (1) in-
crease excise taxes on alcoholic beverages; (2) en-
act and enforce bans on exposure to alcohol ad-
vertising; and (3) enact and enforce restrictions on 
the physical availability of retailed alcohol such as 
through reduced hours of sales (WHO 2017a). 

Finally, WHO assessed the cost-effectiveness of 
measures to reduce unhealthy diets in general, not 
interventions focused specifically on SSBs. How-
ever, WHO’s analysis did cite evidence that taxes 
on SSBs are cost-effective, even though they did 
not meet the threshold of US$ PPP 100 per DALY 
averted. For this reason, WHO has actively promot-
ed and encouraged the use of SSB taxes as part of 
a policy package to tackle the overweight/obesity 
pandemic (WHO 2017b; PAHO 2021; WHO 2022). 

CHALLENGES FROM THE INDUSTRY

The tobacco industry has a long and well-researched history of concealing evidence on the toxicity of its products, 
deceiving the public on the harmful effects of tobacco consumption, and interfering in public policy. As early as the 
1950s, tobacco companies concealed evidence on the harmfulness of their products and the addictive properties 
of nicotine. In the 1970s and 1980s, they denied links between smoking and cancers and the harmfulness of sec-
ond-hand smoking (WHO 2019a; Brownell and Warner 2009). More recently, despite robust scientific evidence, 
they misled the public regarding the relative safety of “light” or “low-tar” cigarettes (WHO 2019a). 

The tactics of the tobacco industry have been ex-
posed through successful efforts to make the indus-
try’s own documents public (Tobacco Control 2002). 
These documents have demonstrated the large dis-

crepancies between what the industry knew and the 
ideas it promoted. For example, the industry has con-
sistently portrayed smokers as well-informed, ratio-
nal individuals who choose to smoke (Brownell and 
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Warner 2009; Kyriakoudes 2016; Risi and Proctor 
2020), even when tobacco firms know that their own 
marketing is effective precisely because individuals 
are not well-informed and unfailingly rational. 

Thus, to market cigarettes, firms use strategies 
that appeal to individuals’ non-rational behaviors. 
These approaches include branding, associating cig-
arettes with desirable images, and increasing nico-
tine content to make smoking even more addictive. 
Such marketing strategies are used while intentional-
ly repressing extensive evidence regarding smokers’ 
ignorance and reluctance to internalize the health 
risks from smoking (due to time inconsistency) and 
the addictive nature of nicotine (which undermines 
rational choice). Also notable are the industry’s ef-
forts to market to youths, whose brain development 
is known to be incomplete, especially with regard to 
evaluating long-term consequences and risk (UN 
National Cancer Institute and World Health Orga-
nization 2016; Villanti et al. 2019). The one interven-
tion major actors in the tobacco industry are will-
ing to promote is public education campaigns, the 
least cost-effective intervention in the WHO study 
reported above (WHO 2017a). Public education is 
indeed important, but only as a complement to tax-
ation and other policies, not as a substitute for them.

Apart from concealing and distorting evidence, 
the tobacco industry has used several arguments to 
deter, impede, or delay increases in tobacco taxes. 
A systematic review of the tobacco industry’s to-
bacco tax opposition found that the most common 
and consistent arguments were that tobacco taxes 
are:  (a) regressive; (b) do not affect consumption; 
(c) lead to more illicit trade and foster organized 
crime; and (d) reduce employment and harm busi-
nesses (Smith et al. 2013). The empirical evidence 
on regressivity and impact on consumption have 
been reviewed in preceding sections. Results show 
that the tobacco industry’s arguments are unfound-
ed with regard to these two issues. Evidence also 
refutes industry arguments about illicit trade and 
employment, as the next subsections will show.

In addition to disseminating these false argu-
ments, the tobacco industry has developed a range 
of tactics to oppose, delay, or water down public 
health policies aimed at reducing smoking. The 
abovementioned review identifies 21 tactics, in-
cluding: (a) using front groups and friendly “inde-
pendent” experts to give their arguments credibil-
ity; (b) directly lobbying  policy makers; (c) using 
media resources (including op-ed pieces and letters 
to newspapers) and other publicity campaigns to 

encourage public opposition to proposed taxes; 
(d) commissioning research that is biased toward 
supporting industry campaigns; (e) deliberately 
confusing debates about tobacco tax increases with 
broader tax debates; (f) undermining the credibility 
of tobacco control experts; and (g) stimulating and 
even participating in smuggling (see below) in the 
event of tax increases (Smith et al. 2013). 

The tactics of the alcohol and SSB (or, more ac-
curately, food) industries to oppose taxes and regu-
lations are remarkably similar to those used by the 
tobacco industry. Alcohol, SSB, and food compa-
nies also shift blame for unhealthy eating or drink-
ing away from themselves as purveyors of products 
and onto the individuals who are intentionally in-
fluenced by their marketing campaigns (Brownell 
and Warner 2009). The alcohol and processed-food 
industries have also linked regulations and taxes to 
the loss of personal freedoms and the notion that 
public health policies create “food police” or “food 
fascism.” (Brownell and Warner 2009; Larrain 2016). 
Self-regulation is often proposed as an effective and 
more efficient alternative to state regulation, even 
when this has been shown to be ineffective. Like the 
tobacco industry, the producers of alcohol and SSBs 
lobby governments and the public by arguing that 
taxes do not reduce consumption; that they are re-
gressive; and that they are “discriminatory” as they 
are levied on a specific group of products,  or even 
unconstitutional (Hattersley et al. 2020).	

Alcohol and SSB manufacturers promote two 
additional key ideas which are also common in to-
bacco industry strategies. They stress that: (a) the 
etiology of the problem is complex, and therefore 
no individual product can be blamed; and (b) pop-
ulation health measures (such as taxes) are too sim-
ple to address complex public health problems (Pet-
ticrew et al. 2017). Often, the solutions proposed by 
these industries are simplistic, disregarding their 
own diagnosis of complexity. Their recommended 
approaches largely focus on providing more infor-
mation, consumer education, and relying on indi-
vidual responsibility (Petticrew et al. 2017). The dis-
missal of independent scientific evidence contrary 
to their interests as “junk science” is also common.

In the case of alcohol, there is less evidence on 
the strategies used to influence alcohol taxes. Never-
theless, some authors have  documented how the in-
dustry uses national and international front groups 
(for example, the International Centre for Alcohol 
Policy, ICAP, or the International Alliance for Re-
sponsible Drinking, IARD) to influence public poli-
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cy (Collin and Hill 2019). These front groups engage 
in activities to distort evidence on taxation, claiming 
taxes are a “blunt tool” that  do not reduce consump-
tion, are regressive, increase illicit trade, and reduce 
government revenues. They also use strategies to 
meddle in political processes, by presenting alterna-
tive policies (not related to taxes) and lobbying poli-
cy makers and officials (Collin and Hill 2019). In the 
case of the SSB industry, the strategies and actions 
are similar, as the discussion of Mexico’s SSB taxes 
has demonstrated (Pedroza-Tobias 2021). 

Taxes and illicit trade

Once the tobacco industry lost its ability to deny the 
addictiveness and harmfulness of smoking, it sought 
other ways to confuse public policy debates, delay 
action, and stop or limit tax increases. One of the 
most common arguments the tobacco industry uses 
to challenge tobacco taxes is to claim that these pol-
icies will be ineffective and counterproductive be-
cause they will encourage illicit trade, an argument 
also used regularly by the alcohol industry. While 
the argument is plausible, it is empirically false. 
Indeed, investigations have found that the transna-
tional tobacco industry is itself responsible for the 
production of about two-thirds of illicitly traded 
cigarettes (Gilmore et al. 2017). Quite often, tobac-
co companies are directly involved in smuggling, as 
shown by formal investigations and settlements, first 
with Canada (CBC News 2008) and later with the 
European Union, among others (NBC News 2004). 

Evidence against the tobacco industry’s claims 
on illicit trade is strong. First, illicit trade has not in-
creased in the last decade, despite increasing tobacco 
taxes (Paraje and Stoklosa 2021; Joossens and Raw 
2012; Goodchild 2020). In fact, illicit tobacco prod-
ucts, mostly cigarettes, constitute a stable share in a 
shrinking market. As mentioned above, affordability 
of cigarettes has decreased (as measured by the RIP) 
in 117 out of 168 countries between 2008 and 2018 
(Paraje and Stoklosa 2021), and this decrease came 
mostly from higher tobacco taxes. Based on WHO 
data, the unweighted average of the total tax share 
(as proportion of final retail price) for the most-sold 
brand of cigarettes went from 46.6 percent in 2008 
to 52.4 percent in 2018 (WHO 2019c). Out of 174 
countries with complete data for this period, 118 in-
creased the total tax share, with 48 countries raising 
it by more than 10 percentage points and 22 by more 
than 20 percentage points. There is no significant dif-
ference on this between the richest 40 and the poor-

est 40 countries, though the former had an initially 
higher total tax burden (66.5 percent versus 37.6 
percent in 2008) (WHO 2019c). Out of 179 coun-
tries, 91 increased the tax burden of specific taxes, 
58 raising this figure by more than 10 percentage 
points and 33 by more than 20 percentage points. A 
recent exercise in scoring changes in tobacco taxes 
found that, out of 170 countries, 51 increased to-
bacco taxes between 2014 and 2018 (Chaloupka et 
al. 2021b). The global situation of rising taxes and 
decreasing consumption does not fit the tobacco in-
dustry’s narrative nor the evidence on illicit trade.

Second, the evidence cited by tobacco compa-
nies to link tobacco tax increases with illicit trade is 
weak and generally based on studies financed by the 
tobacco industry itself. These studies rarely make 
their methods and data publicly available for peer 
review and scrutiny. By contrast, independent stud-
ies have used cross-country evidence to show that 
countries with higher taxes have a lower penetration 
of illicit trade than those with lower taxes (US Na-
tional Cancer Institute and World Health Organiza-
tion 2016; Joossens et al. 2010). The recent cases of 
the UK, the Philippines, and Botswana provide an 
example (Blecher 2020; Diosana and Sta. Ana 2020; 
World Bank 2019). It is likely that illicit trade is 
driven less by price increases on tobacco than by the 
general capacity of tax administration authorities to 
enforce taxation – and this is true not only for tobac-
co (US National Cancer Institute and World Health 
Organization 2016). Lack of controls, corruption, 
and weak administrative capacities may foster illicit 
trade, though countries with middling administra-
tive capacities, such as the Philippines and Botswana 
(among others), have succeeded in restraining illicit 
trade. Strengthening excise tax laws (e.g., through 
harsher penalties, strong governance and control 
processes, and other measures) helps to curb illicit 
tobacco trade (as illicit trade in any other product).

Furthermore, small-scale smuggling cannot 
have a significant effect on sales or smoking. Wide-
spread smuggling requires active or tacit support 
from the tobacco industry. A comparison of France 
and Canada is informative. Both countries mark-
edly raised taxes, tripling them from the 1990s to 
2004. During these years, however, the tobacco in-
dustry in Canada led a well-orchestrated scheme 
to export tax-free Canadian brand cigarettes into 
the United States and then smuggle them back into 
Canada. The industry then used the evidence of 
smuggling (without admitting its own role) to lob-
by the Canadian government to lower taxes and to 
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argue against higher taxes in other countries. The 
excess consumption that resulted from the reduced 
excises spurred by this scheme, as well as directly 
from the smuggled (and cheaper) cigarettes, was ap-
proximately 30-40 billion sticks in the early 1990s. 
Hence, the failed Canadian response to smuggling 
would eventually cause some 30,000 to 40,000 to-
bacco-attributed deaths due to the tobacco indus-
try’s orchestration of smuggling during the 1990s 
(CBC News 2008; Jha et al. 2020). 

Third, profit-maximizing smugglers increase 
illicit cigarette prices along with the increases in 
licit cigarette prices (Joossens and Raw 2012). This 
implies that, even when increased taxes divert some 
demand to the illicit market, they also push prices 
up in the illicit market, discouraging consumption 
(Goodchild et al. 2020). Recent evidence shows that 
illicit cigarette prices generally follow the prices of 
legal cigarettes (correlation coefficient: 0.87) (Paraje 
and Stoklosa 2021; Drope et al. 2021). 

In the case of alcohol, there is less evidence on 
the relationship between taxation and illicit, unre-
corded alcohol consumption. Alcohol is less suscep-
tible to smuggling than tobacco, because it is heavier 
and more difficult to transport relative to its value. 
On the other hand, opportunities for artisanal, in-
formal production are more widespread (Reuter et 
al. 2015). The same can be said for SSB illicit trade, 
where there is no evidence relating higher SSB tax-
es to increased illicit trade in SSBs (Hattersley et al. 
2020). SSBs’ low price relative to volume is, proba-
bly, a “natural” hurdle for illicit trading.

WHO estimates show that the global share of 
unrecorded alcohol consumption fell from 28.6 per-
cent for 2005 to 25.5 percent for 2016 (WHO 2011; 
WHO 2018). Estimates of such a share for LICs 
and LMICs are around 43 percent for 2016, while 
for UMICs and HICs, they are around 17.5 percent 
(WHO 2018). Large variations also exist by region.

Taxes, economic activity, 
and employment	

The tobacco, alcohol, and SSB industries routinely 
assert that excise taxes on these products reduce 
economic activity and employment as people pur-
chase less of the taxed goods. This argument, which 
contradicts their claims that taxes do not have an 
impact on consumption (Petticrew et al. 2017) is 
also simplistic and untrue.  When taxes reduce con-
sumption of these products, it can affect sales and 
employment in those sectors. However, consum-

er spending on other products will increase and 
raise sales and employment in those other sectors 
(Chaloupka and Powell 2018). Furthermore, when 
governments spend the excise tax revenues, they 
also generate employment. Studies have found that 
shifting demand from the tobacco industry, which 
is relatively capital-intensive, to industries which 
are more labor-intensive can actually increase em-
ployment (Marquez and Moreno-Dobson 2017). 

A relatively large body of evidence exists on this 
for SSB taxes (Hattersley et al. 2020). Though the SSB 
industry fought against a tax increase in Mexico in 
2014 by claiming that it would reduce employment, 
subsequent evidence showed that the policy did 
not have any impact in terms of employment in the 
manufacturing sectors affected by the tax (Guerre-
ro-López et al. 2017). Employment in the retail sec-
tor was also unaffected (it even showed a moderate 
increase). The same is shown for several cities in the 
United States that have implemented such a tax. In 
the case of San Francisco, a recent study shows that, 
two years after the implementation of the SSB tax, 
there was no discernible effect on employment for 
the overall economy, private sector, supermarkets 
and other grocery stores, convenience stores, lim-
ited-service restaurants, and beverage manufactur-
ing, when compared to a suitable synthetic group 
(Marinello et al. 2021). Similar results are obtained 
in studies simulating the impact of a statewide SSB 
tax in California and Illinois (Powell et al. 2014) 

In the case of alcohol, a study simulated the ef-
fect on employment of an alcohol tax increase in 
six US states and found that such a tax would have 
a positive impact on employment, mostly because 
the resulting fiscal expenditures would spur greater 
economic activity (Wada et al. 2017). 

Finally, in the case of tobacco, there is ample 
evidence that tax and non-tax policies (such as 
smoke-free policies) do not have a discernible ef-
fect on aggregate employment. Studies on this 
topic have been conducted for Scotland, the UK, 
the United States and some of its individual states 
(Michigan, Indiana), Canada, South Africa, Zim-
babwe, Bangladesh, Bulgaria, Egypt, and Indonesia 
(US National Cancer Institute and WHO 2016). In 
most cases, studies found a net gain of jobs under 
normal circumstances after a tobacco tax increase.

Though aggregate employment is not affected 
by tobacco taxes, members of some specific groups 
(e.g., small-scale tobacco farmers) may lose income 
or even go out of business. In most cases, farmers 
have long-established practices of shifting among 
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crops in response to demand and market prices 
(Marquez and Moreno-Dobson 2017). In other cas-
es, crop substitution programs can be implement-
ed. Alternatives to tobacco farming are present in 
countries as diverse as Indonesia, Malawi, Kenya, 
Brazil, Canada (US National Cancer Institute and 
World Health Organization 2016) and China (Li 
and Tang 2018). Compensatory programs can also 
be financed with the tax revenues. For example, the 
Philippines earmarked a significant proportion (15 
percent) of incremental revenues from tobacco taxes 
to help tobacco farmers shift to other crops (Chavez 
et al. 2016). The benefits of reducing illnesses and 

deaths associated with tobacco consumption, and 
sparing the environmental costs associated with 
tobacco growing, are substantially higher than the 
costs of implementing these crop substitution pro-
grams (Lencucha et al. 2022; Lecours et al. 2012).  

Non-tax measures, such as smoke-free poli-
cies, have also been cited as hurting businesses (e.g., 
bars, restaurants, pubs). However, studies conduct-
ed in several countries have shown little effect on 
sales, employment, number of establishments, busi-
ness value, or gaming revenue (US National Cancer 
Institute and WHO 2016; Guerrero López 2011). 

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

Evidence collected over the past decades shows that 
tobacco taxation is the single most effective inter-
vention to curb tobacco use (Jha 1999; Internation-
al Agency for Research on Cancer 2011). Recently, 
WHO has included tobacco taxes as a “best buy” 
(interventions with the highest cost-effectiveness) to 
reduce consumption and the burden of diseases asso-
ciated with tobacco use (WHO 2017a). Similar argu-
ments can be made for alcohol taxation. In the case of 
SSB taxes, though they have not been included in the 
“best buy” list, they have been singled out as a cost-ef-
fective intervention for reducing SSB consumption.

Reducing consumption of alcohol, tobacco, 
and SSBs and the burden of disease associated with 
these products is not only about reducing health care 
costs, which can be significant and put substantial 
pressure on health systems, it is also about increas-
ing the social return on human capital. Chronic ill-
nesses and conditions associated with the consump-
tion of these products hinder individuals’ productive 
performance due to absenteeism and presenteeism 
(the reduction of productivity at work due to ill-
ness). Meanwhile, in addition to the personal trag-
edy of lives lost, premature mortality linked to these 
products implies that the social resources devoted to 
education and health care for the deceased individu-
als are also prematurely lost and do not deliver their 
full yields. Recall that, in the case of tobacco, smok-

ers lose on average a decade of life when compared 
to non-smokers (Jha 2020). Loss of income due to 
illness and mortality may affect households’ present 
and future wellbeing, creating a vicious cycle of low-
er human capital investment and poverty. 

Contrary to the simplistic arguments advanced 
by affected industries, higher taxes on these harmful 
products are highly progressive (i.e., pro-poor). Be-
cause poorer individuals are more price-responsive, 
they have a higher propensity to reduce consumption 
or quit altogether when taxes increase. Consequent-
ly, they benefit disproportionately from longer and 
healthier lives, reduced spending on health care, few-
er lost days of work, and longer working lives (Ver-
guet et al. 2015). Evidence on this for countries at 
different income levels is significant and consistent.

There is also evidence, especially for tobacco 
and alcohol, that the best tax structure to decrease 
consumption relies on enacting high specific excise 
taxes and raising them to keep pace with inflation. 
In the case of tobacco, specific excises on cigarette 
“sticks” or grams of other tobacco are preferrable, 
as they discourage substitution to cheaper products, 
which are just as harmful as more expensive ones. 
In addition, specific taxes limit the industry’s capac-
ity to manipulate the pass-through to prices in ways 
that undermine the tax’s effect on consumption and 
profits (International Agency for Research on Can-
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cer 2011). In the case of alcohol, specific excises on 
alcohol content are also recommended as the best 
tool to decrease consumption and associated costs 
(WHO 2020). In the case of SSBs, specific taxes on 
sugar content have also been recommended as the 
best way to achieve the public health goal of reduc-
ing consumption of sugars (Popkin and Ng 2021). 

Taxes are an important element of broader ef-
forts to reduce consumption of tobacco, alcohol, 
and SSBs. They are not a cure-all, however. They 
should be used along with other cost-effective mea-
sures. These other measures include mass media 
education campaigns; prominent product labelling 
showing adverse health effects (especially for tobac-
co and alcohol); restrictions on opening times (par-
ticularly for establishments selling alcohol); restric-
tions on smoking and drinking alcoholic beverages 
in public spaces; labelling of products with health 
warnings (for tobacco, alcohol, and SSBs); and oth-
ers. There is enough evidence on the effectiveness of 
these measures to amply justify their implementa-
tion, with adaptation and prioritization depending 
on individual country circumstances. Combina-
tions of price and non-price measures have been 
highly effective at reducing consumption, as recent 
assessments of the WHO Framework Convention 
on Tobacco Control have shown (Muñoz 2021).

Unfortunately, in too many countries the use of 

these taxes is still far from optimal. Most governments 
have only enacted modest tax increases instead of the 
large excise hikes paired with non-price strategies 
which will be most effective in reducing consump-
tion. A global assessment of tobacco taxes document-
ed significant progress but noted that it has been slow 
and remains inadequate (Chaloupka et al. 2021a). 

A key factor for successfully designing and 
adopting measures to reduce consumption of tobac-
co, alcohol, and SSBs is to exclude the targeted in-
dustries from all stages of decision making (techni-
cal and political). The industries involved, especially 
the tobacco industry, have a well-documented re-
cord of concealing evidence, misleading policymak-
ers and the public, and interfering in public policy to 
oppose, delay, or undermine public health measures.

Without reducing the consumption of these 
harmful products, society will not be able to promote 
healthy longevity. Chronic conditions such as hyper-
tension and diabetes are already major sources of ill 
health among today’s older adults. These conditions 
are often correlated with functional dependence and 
with other illnesses in such a way that people cannot 
enjoy a healthy old age. Reducing consumption of 
these products at any age improves the chances of 
healthier living in the future. For this reason, taxing 
harmful products is one of the most cost-effective 
ways to reach a future with healthy longevity.
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tudos sobre Tabaco e Saúde (Cetab). Escola Nacional de Saúde 
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