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Will regular tobacco tax increases
get NZ to the tobacco endgame?
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In @ modelling study we just published in the international journal Tobacco Control, we
examined the potential role of increasing tobacco tax for achieving an end to the tobacco
epidemic in NZ. The bottom line is that tax rises could play an important role but other
strategies will almost certainly be required if the Government’s smokefree goal is to be
achieved by 2025. In this blog we discuss some of the modelling results and also the other
policy options that could be explored.

Why consider tobacco tax?

The international evidence is that increasing tobacco tax is one of the most important
single tobacco control measures. Its particular advantages include: (i) a strong evidence-
base for effectiveness (e.g., as reviewed by the agency IARC); (ii) being a typically well-
established function of government (which makes it hard for the tobacco industry to mount
legal challenges); and (iii) tax increases tend to generate extra revenue that can then be
used in funding other aspects of tobacco control and/or to fund health services. An extra
plus is that the weight of evidence suggests that tobacco tax increases contribute to
reducing health inequalities (for 2 recent systematic reviews see here for adults, and here


http://www.otago.ac.nz/wellington/otago077797.pdf
http://www.ncbi.nlm.nih.gov/pubmed/24891458

for youth).

Promising benefits - but still missing the smokefree nation 2025
target

We adapted a NZ-specific smoking projection model (lkeda et al) to ensure it reflected the
latest Census results on smoking. We then modelled annual increases in tobacco excise tax
of 5%, 10%, 15% and 20% (with 10% reflecting the annual increase legislated by the NZ
Government to 2016).

The modelling results suggest that with a continued commitment to annual 10% increases
in tobacco excise tax (in addition to other tobacco control activity such as on-going Quitline
and cessation support), NZ's smoking prevalence is projected to fall from 15.1% in 2013 to
8.7% by 2025. This result is compared to 9.9% in 2025 without any further tax rises (see
the Table below, Figure 2 and for extra details see the full article).

For annual tax increases of 20%, the smoking prevalence is projected to fall to 7.6% by
2025. The latter is approaching the under 5% smoking prevalence level that many in the
NZ health sector regard as the operational target of the 2025 goal.

While the potential reductions in smoking prevalence are substantial for both Maori and
non-Maori populations no population group reaches the <5% target (see Table). Annual tax
increases as high as 20% will still only see Maori smoking prevalence in 2025 approaching
the non-Maori smoking levels for 2013.

We conducted scenario analyses which did not suggest that growth of the illicit tobacco
market would substantively undermine the impact of tobacco tax rises. But uncertainty
persists and the modelling could not take account of such unknown factors such as: (i) the
gradual de-normalisation of smoking that will occur with lower levels of smoking; (ii)
changes to the ‘nicotine market’ such as the legal or illegal availability of alternatives (such
as e-cigarettes); (iii) and how the price elasticity of tobacco might change when prices are
much higher than now. (Though we note the latter might not be such a problem - given
that other much more expensive drugs have similar elasticities to tobacco).

Table 1 Modelling results giving the projected prevalence of daily adult smoking
in 2025 with increases in tobacco excise tax of between 0% and 20%

e o . w <59

" Non-Maiori | Non-Maiaori e Maori L

Scenario M W Maori Men W Total prevalence reached

& i i for adult population

L, 0/ 9.3% 6.9% 20% 21% 9.9% 2

Noncrease (0%) | g 50:109.40) | (65%107.0% | 20%1021%) | (20%1021%) | (9.8% to 10%) 2046

Annual 10% 8.2% 6.1% 18% 18% 8.7% 5039

increase (8.1%108.4%) | (6.0%1063%) | (17%1018%) | (18%1019%) | (8.6% to 8.9%) =

Annual 20% 7.2% 5.4% 15% 16% 7.6% 5034
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Note: Mean results presented with 95% uncertainty intervals.
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Figure 2: Modelling results for different levels of tax increase (NZ adult
population)

Where to from here for NZ?

These results may encourage NZ policymakers to extend the annual tobacco tax increases
from 2016 (when the current series is due to end) further out into the future. The tax lever
would also achieve more health gain if it was increased to 20% annually or more.
Acceptability of such approaches would be greater if more of the revenue was used to help
smokers achieve their quitting goals (see a study indicating that most NZ smokers would
favour this). The Government may also need to better convey the message that a large
majority of NZ smokers regret starting smoking (83% in one study), and that sharp price
rises can therefore help them achieve their personal goals of escaping nicotine addiction.

But this modelling suggests that a wider range of tobacco endgame strategies will be
needed if the smokefree nation goal is to be achieved in time. Some options (none of which
are mutually exclusive) include:

1. Enhance business-as-usual tobacco control approaches. Nevertheless, some newer
approaches to smoking cessation may hold particular promise such as automated
quitting advice provided over the internet (see this systematic review).

2. Explore new regulatory options around the e-cigarette market. For example, there
could be a single new law that both: (i) banned the sale of smoked tobacco in 2025;
but also which (ii) banned e-cigarette sales in 2027 (after making e-cigarette sales
legal from 2015 from controlled outlets e.g., pharmacies only). This would clearly
frame e-cigarettes as a temporary transition product that has no long-term future.

3. Explore options around phasing down the nicotine levels in tobacco. But to do this NZ
might need very smart policy (the latter sometimes happens in NZ - but not often in
contested areas e.g., look at NZ’'s moribund emissions trading system and what
happened to the party pill law). A simpler approach, but which would also probably
help significantly, is to follow Brazil and just ban all additives to tobacco (including



http://www.ncbi.nlm.nih.gov/pubmed/20018943%20
http://www.ncbi.nlm.nih.gov/pubmed/19448782
http://www.ncbi.nlm.nih.gov/pubmed/25128637

menthol, sugar etc). Banning filters at the same time would help disabuse smokers of
the belief that these make cigarettes significantly safer.

So in summary these results can provide reassurance to policymakers around the value of
ongoing tobacco tax increases. But tax increases will probably need to be supplemented
with other new approaches if the smokefree 2025 goal is to be achieved.
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