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A decade of cigarette taxation in Bangladesh: lessons learnt for

tobacco control
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Abstract Bangladesh has achieved a high share of tax in the price of cigarettes (greater than the 75% benchmark), but has not achieved the
expected health benefits from reduction in cigarette consumption. In this paper we explore why cigarette taxation has not succeeded in
reducing cigarette smoking in Bangladesh. Using government records over 2006—2017, we link trends in tax-paid cigarette sales to cigarette
excise tax structure and changes in cigarette taxes and prices. We analysed data on smoking prevalence from Bangladesh Global Adult Tobacco
Surveys to study consumption of different tobacco products in 2009 and 2017. Drawing on annual reports from tobacco manufacturers and
other literature, we examine demand- and supply-side factors in the cigarette market. In addition to a growing affordability of cigarettes,
three factors appear to have undermined the effectiveness of tax and price increases in reducing cigarette consumption in Bangladesh. First,
the multitiered excise tax structure widened the price differential between brands and incentivized downward substitution by smokers from
higher-price to lower-price cigarettes. Second, income growth and shifting preferences of smokers for better quality products encouraged
upward substitution from hand-rolled local cigarettes (bidi) to machine-made low-price cigarettes. Third, the tobacco industry’s market
expansion and differential pricing strategy changed the relative price to keep low-price cigarettes inexpensive. A high tax share alone may
prove inadequate as a barometer of effective tobacco taxation in lower-middle income countries, particularly where the tobacco tax structure
is complex, tobacco products prices are relatively low, and the affordability of tobacco products is increasing.
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Introduction

Tobacco use is a major driver for the growth of noncommu-
nicable diseases throughout the world."” Raising the price of
tobacco products through taxation is a proven measure for
reducing tobacco consumption and thereby improving public
health.** The World Health Organization (WHO) has recog-
nized this measure as a best-buy intervention for the preven-
tion and control of noncommunicable diseases.” Bangladesh
has been identified as a high-achieving country for several
tobacco control measures, including tobacco taxation, health
warning labels and anti-tobacco mass-media campaigns.® Rais-
ing tobacco tax to at least 75% of the retail price is considered
a benchmark for best practice by WHO.® As of 2016, only 32
countries globally, including Bangladesh, enforced such a high
level of tax on tobacco products.® The high level of achievement
for Bangladesh in cigarette taxation is, however, contradicted
by an increase in per capita cigarette consumption.

When cigarette prices increase, total cigarette consump-
tion is expected to decrease. An increase in consumers’ income,
on the other hand, can increase their ability to purchase
more cigarettes and expand cigarette demand. The net effect
on cigarette demand depends on the relative strength of the
price and income increases which, in turn, affect the afford-
ability of cigarettes. A recent study confirmed that cigarettes
indeed became more affordable in Bangladesh between 2009
and 2015, and this change has been linked to the increase in
cigarette consumption.”

In this paper, we examine the shifts in the tobacco prod-
uct market in Bangladesh that might have contributed to the

growth in cigarette consumption. We identify factors from
both the demand and supply sides of the cigarette market
that could have undermined the effectiveness of taxation in
reducing cigarette smoking. Such factors can inform other
countries’ tobacco taxation efforts.

Cigarette tax and sales trends

The National Board of Revenue of the Bangladesh finance
ministry applies a tiered excise tax (i.e. a supplementary
duty) at four different rates for low-price, medium-price,
high-price and premium brands of cigarettes. The excise tax
rates are ad valorem (calculated as a percentage of the value
of the product) and are successively higher for higher-priced
brands belonging to the four price tiers. Table 1 shows the
tax rates and range of post-tax retail prices recommended
by the Board for different tiers from fiscal years 2006-2007
to2017-2018. For example, a pack of 10 low-price cigarettes
was taxed at 32% of the recommended retail price in the
2006-2007 fiscal year and medium-price cigarettes were
taxed at 52% of the recommended retail price, and so on.
The recommended retail prices and corresponding tax rate
for each price tier are adjusted annually by the government.
As shown in Table 1, the recommended retail prices and
tax rates for each price tier gradually increased over time,
with the highest increase in the low-price tier. Between
2006-2007 and 2014-2015, the increase in excise tax rate
was 11, 8, 6 and 4 percentage points for low-price, medium-
price, high-price and premium brands, respectively, over
the same period.

¢ American Cancer Society, Inc,, 555 11th Street NW, Washington, DC, 20004, United States of America.

® Department of Economics, University of Dhaka, Dhaka, Bangladesh.

¢ Department of Prevention of Noncommunicable Diseases, World Health Organization, Geneva, Switzerland.

4 Department of Psychology, University of Waterloo, Waterloo, Canada.
Correspondence to Nigar Nargis (email: nigar.nargis@cancer.org).

(Submitted: 7 May 2018 — Revised version received: 7 December 2018 — Accepted: 10 December 2018 — Published online: 21 January 2019)

Bull World Health Organ 2019;97:221-229

doi: http://dx.doi.org/10.2471/BLT.18.216135 221



Policy & practice
Cigarette taxation in Bangladesh

Excise tax rates and recommended retail prices by price tiers for cigarettes in Bangladesh from 2006-2007 to 2017-2018

Table 1.
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Premium tier

High tier

Medium tier

Low tier

Fiscal year

Total tax

Price perpack  Excise tax, %

Excise tax, % Total tax
share, % of

Price per
pack of 10,

Excise tax, % Total tax
share, % of

Price per
pack of 10,

Excise tax, % Total tax
share, % of

Price per
pack of 10,

share, % of

of price

of 10, BDT

of price

of price

of price

price

price

BDT
18.00-24.99
19.00-26.49
21.00-28.00
23.25-29.25
27.00-32.00
32.36-36.00
35.20-39.50
42.00-45.00
50.00-54.00

40.00-69.00

price

BDT
10.50-12.49
12.50-13.49
13.25-14.25

16.25-17.25

price
47

BDT
5.25-6.24

6.00-6.99

72

57
57
57
57
58
60
61

>30.00
>35.00
>41.00
>46.25
>52.00
>60.00
>66.00
>80.00
>90.00
>70.00
>70.00
>70.00

70
70
70
70

55

52
52
52
52
53
55

32
32
32
32
33
36
39
39
43

2006-2007
2007-2008
2008-2009
2009-2010

72

55
55
55
56
58
59
59
61

72

67

6.50-7.50

72

67

47

7.25-8.75
840-9.15
11.00-1

73
75

68
70

18.40-19.00

48

2010-2011

73

22.50-23.00
24.75-25.25

1.30

2011-2012
2012-2013

76
76
76
79
80
80

74
74
76
77

56
56
60
NA
NA
NA

54
54
58
64
66
63

12.10-12.30
13.69-13.91

61

28.00-30.00
32.00-35.00

2013-2014
2014-2015

61

75
NA
NA
NA

15.00-16.50

64
65

62

NA
NA
NA

49

18.00
23.00
27.00

2015-2016
2016-2017
2017-2018

78
78

63

45.00
45.00

65

63

53

BDT: Bangladeshi taka; NA: not applicable.

Source: National Board of Revenue, Ministry of Finance, Government of Bangladesh.

Notes: In addition to excise tax (supplementary duty), the government applies value-added tax at 15% of the recommended retail price. The total tax share is given by the sum of excise and value-added tax rates. A 1% health development

surcharge was included in the excise tax rates from 2014-2015. The official exchange rate (BDT per United States dollar) ranged from 68.93 in 2006 to 83.90 in 2018.1n 2015-2016 the National Board of Revenue ruled that all brands belonging to the
medium-price tier in 2014-2015 must move to the high-price tier, while no brands could move from the low-price to the medium-price tier. The following specific conditions were imposed: (i) all brands of cigarettes with current (2014-2015) retail

price between BDT 32.50-35.00 to shift to BDT 40.00-69.00 tier; (i) all brands of cigarettes with current retail price between BDT 50.00-54.00 to shift to BDT 70.00+ tier; (iii) all brands of cigarettes with current retail price BDT 90.00+ to add minimum

BDT 10.00 to current retail price. The National Board of Revenue began to recommend single retail price in place of a price range in the low tier since 2015-2016 and in the high tier since 2016-2017.

Nigar Nargis et al.

In 2015-2016, the National Board
of Revenue simplified the tax struc-
ture for cigarettes by eliminating the
medium-price tier and repositioning
medium-price products in the high-
price tier with higher price and tax rate.
Notably, the lower bound of the prices
of the high-price and premium brands
were lowered in 2015-2016 compared
with 2014-2015 for repositioning the
medium-price brands (Table 1). How-
ever, prices continued to increase for
individual brands.

Since 2014-2015, a 1% health de-
velopment surcharge was included in
the excise rates. In addition, there is a
uniform 15% value-added tax based
on the recommended retail price. In
2006-2007, the total tax share in the
recommended retail price ranged from
47% for low-price brands to 72% for pre-
mium brands (Table 1). By 2017-2018,
the tax share had increased for both
tiers: 68% for low-price brands and 80%
for premium brands. The total tax bur-
den in this case includes only indirect
taxes (excise and value-added tax) and
excludes corporate income tax, which
isolates the incidence of taxes on con-
sumers from that on producers. The high
achievement of Bangladesh in tobacco
taxation was based on the total tax share
of 78% of the recommended retail price
of the most sold brand that belonged to
the high-price tier in 2016-2017.

Despite gradual increases in tax
rates and prices across all brands, the
volume of tax-paid cigarette sales in
Bangladesh increased by 83% from
46.0 to 84.3 billion cigarettes between
2006-2007 and 2016-2017 (Fig. 1). This
increase was driven by a 410% increase
in low-price brands from 13.1 to 66.8
billion cigarettes. The growth was per-
sistent in both absolute and per capita
terms throughout the decade. Annual
per capita cigarette sales for all brands
increased by 49% from 503 to 752 ciga-
rettes, while per capita sales of low-price
brands increased by 317% from 143 to
597 cigarettes (Fig. 2).

Note that the sales data presented
here do not include illicitly traded ciga-
rettes. Available evidence, however, sug-
gests that illicit trade is very limited and is
unlikely to make a significant impact on
cigarette supply in Bangladesh. Between
2006 and 2016, illicit sales accounted for
only 2.4 billion (4.0%) out of the total
retail volume of 58.7 billion cigarettes
sold in 2006 and 2.6 billion (2.9%) of the
88.7 billion cigarettes in 2016.°

Bull World Health Organ 2019,97:221 —229' doi: http://dx.doi.org/10.2471/BLT.18.216135
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Understanding
consumption trends

In view of the growing health burden
that is expected to follow the upward
trend in cigarette consumption, it is
important to understand why cigarette
taxation has not been an effective tool
in reducing cigarette consumption in
Bangladesh. Using government records
over 2006-2017, we linked trends in
tax-paid cigarette sales to cigarette
excise tax structure and changes in
cigarette taxes and prices that influenced
brand substitution behaviour of smok-
ers. We observed product substitution
between 2009 and 2017 based on data
on smoking prevalence from the Ban-
gladesh Global Adult Tobacco Surveys.
To study supply-side factors in the
cigarette market, we examined annual
reports and financial statements from
the dominant tobacco manufacturers
in Bangladesh and related literature on
tobacco industry tactics (e.g. published
research articles, online working papers
and media reports). Specifically, we
noted three critical patterns of change
in consumers’ and producers’ behaviour:
(i) brand substitution from higher-price
to low-price cigarettes due to widen-
ing price differential between brands;
(ii) product substitution from bidi (a
cheap local hand-rolled smoked tobacco
product) to low-price cigarettes due to
income growth and shifting preferences
of former bidi smokers; and (iii) tobacco
industry pricing strategy that changed
the relative price of cigarette brands in
favour of low-price cigarette consump-
tion.

Brand substitution

The disproportionately larger growth
in low-price cigarette sales in Bangla-
desh led to a dramatic increase in the
market share of these brands from 28%
(13.1 out of 46.0 billion cigarettes sold)
in 2006-2007 to 79% (66.8 out of 84.3
billion) in 2016-2017 (Fig. 3). This
trend suggests substitution of low-price
brands for higher-price brands at the
population level, which can be attrib-
uted to the widening price gap between
low-price and more expensive brands.
Between 2006-2007 and 2014-2015, the
price gap between the lower bounds of
the recommended retail price ranges of
medium-price and low-price brands in-
creased (Table 1). The price gap became
more pronounced after the reposition-
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Fig. 1. Tax-paid sales of all brands and low-price brands of cigarettes in Bangladesh

from 2006-2007 to 2016-2017
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Notes: Sales are the total number of tax-paid cigarettes sold in each fiscal year. We made calculations based on data from the
National Board of Revenue, Ministry of Finance, Government of Bangladesh.

Fig. 2. Per capita tax-paid sales of all brands and low-price brands of cigarettes in
Bangladesh from 2006—2007 to 2016-2017
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Notes: Per capita sales are the total number of tax-paid cigarettes sold in each fiscal year divided by the adult population
(age 15+ years). We made calculations based on data on sales of cigarettes from the National Board of Revenue, Ministry

of Finance, Government of Bangladesh and population data estimates from the United States Census Bureau International
Data Base* Adult population of Bangladesh (age 15 years or older) in 2006: 91.5 million; 2007: 93.4 million; 2008: 95.2 million;
2009: 97.2 million; 2010: 99.3 million; 2011: 101.4 million; 2012: 103.6 million; 2013: 105.8 million; 2014: 108.0 million; 2015:
110.0 million; 2016: 112.0 million. The population estimate for 2016 differs from that which can be derived from the Global
Adult Tobacco Survey prevalence data in Table 2 (19.2 million; 18.0% = 106.7 million).

ing of medium-price brands in the high
tier in 2015-2016 and continued until
2017-2018, incentivizing the downward
shift to cheaper brands while taxes and
prices were increasing.

Tier-specific trends further revealed
that while the market shares of high-
price and premium brands remained

Bull World Health Organ 2019;97:221-229| doi: http://dx.doi.org/10.2471/BLT.18.216135

steady throughout the decade, the
market share of medium-price brands
declined dramatically, until finally be-
ing eliminated in 2015-2016 (Fig. 3).
These data suggest that the shift in the
market composition occurred primarily
from medium-price to low-price brands,
even though the medium-price tier was
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Fig. 3. Market shares of low-, medium-, high- and premium-tier cigarette brands in
Bangladesh from 2006-2007 to 2016-2017

Market share of total number of cigarettes

2006-2007 2007-2008 2008-2009 20092010 2010-2011 2011-2012 20122013 2013-2014 2014-2015 20152016 2016-2017
Fiscal year

mm Lowtier mm Medium tier

3 High tier

3 Premium tier

Notes: Market shares are the annual number of tax-paid cigarette sold in each fiscal year in each tier divided by the total
sales. We made calculations based on data from the National Board of Revenue, Ministry of Finance, Government of

Bangladesh.

Table 2. Adult smoking prevalence and breakdown of the adult smoking population in
Bangladesh by type and use of smoked tobacco products in 2009 and 2017

Product type No. of adult smokers, millions Adult smoking prevalence, %
2009 2017 Change 2009 2017 Change

Global Adult Tobacco Survey data

Cigarette 13.5 15.0 1.5 14.2 14.0 —0.2

(exclusive and

dual)

Bidi (exclusive and 10.6 53 —53 11.2 50 —6.2

dual)

Others® 13 1.2 -02 1.4 1.1 -03

Overall 219 19.2 =27 230 18.0 =50

Estimated data®

Cigarette only 10.0 12.7 2.7 10.5 11.9 1.5

(exclusive)

Bidi only 7.1 30 —4.0 74 2.8 —4.6

(exclusive)

Both cigarette and 35 23 =13 37 2.1 -16

bidi (dual)

¢ Other smoked tobacco products include hand-rolled cigarettes, pipes, cigars and waterpipes.

® We made calculations based on adult smoking prevalence by product type and number of adult smoking
population by product type obtained from the Global Adult Tobacco Surveys in Bangladesh in 2009 and
2017."" In the absence of smoking prevalence data for other products in the Global Adult Tobacco Survey
2017, we have inputed it in the same proportion as in 2009.

Notes: Bidiis a cheap local hand-rolled smoked tobacco product. The adult populations of Bangladesh in

2009 and 2017 are not stated in the Global Adult Tobacco Survey reports, but can be estimated from the

number of smokers and percentage prevalence of smoking.

merged with the high-price tier in the
recommended price structure.

The multitiered complex excise
tax structure in Bangladesh is chiefly
responsible for the widening price dif-
ferential among brands.'® Large price
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differentials discourage quitting by
creating incentives for smokers to switch
down to cheaper brands in response to
tax and price increases.'"””* From the
smokers’ point of view, there is not much
product differentiation among brands

Nigar Nargis et al.

other than price. Cigarettes can deliver
nicotine in the same way irrespective of
brand labels that are mostly engineered
for marketing purposes. From the pub-
lic health standpoint, all cigarettes are
equally deadly.

Product substitution

The growth in cigarette consumption
with disproportionately larger growth
in low-price cigarettes was seen in a pe-
riod when Bangladesh recorded a large
decrease in adult smoking prevalence
from an estimated 23.0% (21.9 million
smokers) in 2009 to 18.0% (19.2 mil-
lion smokers) in 2017.'*'* This decrease
is largely attributable to a reduction in
the prevalence of bidi smoking from
11.2% to 5.0%, while cigarette smoking
prevalence levelled off (14.2% in 2009
and 14.0% in 2017; Table 2). The volume
of tax-paid bidi sales also reduced from
50.3 to 37.5 billion cigarettes, marking
a25% decline from 2006-2007 to 2016-
2017, compared with an 83% increase in
the volume of tax-paid cigarette sales (as
mentioned above). The opposite trends
in cigarette and bidi smoking prevalence
and volume of sales indicate that there
has been a structural shift in the com-
position of the smoked tobacco product
market in Bangladesh.

The decline in bidi consumption can
potentially contribute to the growth in
cigarette consumption through migra-
tion of former bidi smokers to cigarette
smoking and initiation of cigarette
smoking in place of bidi smoking by
the new smokers. A sizeable number of
smokers use both cigarettes and bidi,
and are prone to turn into exclusive ciga-
rette smokers.'® Table 2 reveals that the
number of exclusive cigarette smokers
increased by 2.7 million between 2009
and 2017. However, sizable decreases in
the number of exclusive bidi smokers
and dual smokers led to a net decrease
in the size of the smoking population by
2.7 million. Consequently, the share of
exclusive cigarette smokers in the total
smoking population increased from
45.7% (10.0 of 21.9 million smokers) to
66.1% (12.7 of 19.2 million smokers).

Between 2009-2010 and 2016-
2017, the current price of a pack of 25
non-filtered bidi increased from 6.00
Bangladeshi taka (BDT) to BDT 10.61,
while the current price of a pack of 10
cigarettes in the low-price tier increased
from BDT 8.00 to BDT 23.00, widening
the price gap between bidi and ciga-
rettes. Contrary to the expectation that
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lower relative price of bidis would en-
courage bidi over cigarette smoking, the
prevalence of bidi smoking decreased
dramatically (Table 2). Associated re-
search suggests that an increase in the
affordability of cigarettes relative to bidis
has driven this migration of bidi smok-
ers to cigarettes.” This rationale is more
relevant for dual smokers who are likely
to switch frequently between low-price
cigarettes and bidi as close substitutes.
The shift in the preference of smokers
from hand-rolled bidis to higher-quality
machine-made cigarettes can be linked
to income growth. Demand for bidi,
which may be perceived as inferior
goods in the tobacco market, declined as
the level of per capita income in Bangla-
desh increased at an annual average rate
of 5% or above.” Our observations are
comparable to the shifting market shares
in the Indonesian cigarette market from
hand-made kreteks (the dominant to-
bacco product in Indonesia, which also
includes cloves as a key ingredient) to
machine-made kreteks."®

Tobacco industry pricing strategy

The lower rate of excise tax for the low-
price tier incentivized the expansion
of the market for low-price cigarettes,
which was historically dominated by two
large domestic manufacturers: United
Dhaka Tobacco Co. Ltd and Abul Khair
Tobacco. The multinational giant British
American Tobacco previously operated
only in the market for higher-priced
brands. In the late 2000s, it entered the
market for low-price brands with the
objective of addressing a broader array
of consumer preferences and tapping
the potential of market expansion."
Despite the government’s effort to limit
price competition by setting the recom-
mended retail prices, British American
Tobacco continued to capture the mar-
ket in the low-price tier through the in-
troduction of appealing new brands (e.g.
Pilot introduced in 2009, Bristol in 2010
and Hollywood in 2011). Currently, the
company operates as a dominant player
with brands in all the price tiers and
almost 60% share of the total cigarette
market as of 2016 (50.0 out of the 84.3
billion cigarettes sold).

Under the price regulations dis-
cussed above, the ability of a dominant
producer to extract profit only from the
intensive margin (profit per unit) by
increasing prices is limited. In these cir-
cumstances, producers can be induced
to increase profit from the extensive

margin as well through the expansion of
market size. British American Tobacco
recognized the role of volume growth in
spurring higher profitability, alongside
the contributions of better brand mix,
price increases by government order,
cost savings and productivity growth."”
The annual profit of British American
Tobacco from cigarette sales in Bangla-
desh increased by 121% between 2009
and 2016, from 3.84 to 8.47 billion BDT
in 2018 prices. The change is largely
attributable to the volume growth of
sales by 103%, from 24.7 to 50.0 billion
cigarettes, driven by the increasing share
of low-price brands to 74% (37 of 50 bil-
lion cigarettes) of the total production
of the company by 2015."

The government’s control of the rec-
ommended retail prices did not prevent
manufacturers on the supply side from
manipulating market prices to make
financial gains. The comparison of mar-
ket retail prices with the recommended
retail prices by individual brands shows
systematic deviation between the two
for each price tier. This phenomenon
takes place through retail channels and
provides evidence in support of the
market shift towards low-price brands.
Associated research indicates that for
low-price brands, market prices are
lower than the recommended prices
on average, suggesting the presence of
discounting in the low-price tier.”” In
contrast, the market prices are higher
than the recommended prices for all the
three higher price tiers.

The tobacco industry’s differential
pricing strategy has thus changed the
relative price in favour of low-price
brands over higher-price brands. The
strategy enabled the tobacco industry
to maximize profit both from increasing
prices at the high end of the market and
expanding volumes at the low end. The
strategy aligns with the global evidence
that the cigarette industry tends to ab-
sorb tax increases on cheaper brands,
while raising the price above the tax
increase on more expensive brands.* =

The multitiered cigarette taxation
structure in Bangladesh, which was
originally designed to favour domestic
cigarette manufacturers producing low-
price cigarettes, has ironically come to
benefit the multinational giant British
American Tobacco, who moved away
from a business model dominated by
premium products. Sustained growth
in the annual profit and income largely
from its expansion in the low-price
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cigarette market has appeared to in-
spire another multinational giant in
the tobacco industry, Japan Tobacco
International. This company has entered
the cheaper cigarette market by acquir-
ing the domestic manufacturer United
Dhaka Tobacco, which is the second
largest tobacco company in Bangladesh
after British American Tobacco.’” The
entry of Japan Tobacco is expected to
intensify competition in the lower-price
cigarette market that would create op-
portunities for a further increase in
cigarette consumption. This business
model of market expansion at the low
end of prices conflicts with the public
health interest of a country.

Lessons learnt

Sustained growth in cheap cigarette
consumption can be devastating for
public health for two reasons. First, the
availability of cheap cigarettes encour-
ages uptake among lower socioeconomic
groups and youth, resulting in greater
adverse health consequences on future
generations, especially poorer people.
Second, it enables smokers to switch
down to cheaper brands rather than to
reduce or quit smoking when taxes and
prices are increasing. Together, these
factors undermine the intended effect
of tobacco tax increases.”

The current cigarette excise system
has been in force for decades in Bangla-
desh. The tiered system poses an admin-
istrative burden on the tax authority for
surveillance of the declaration of brands
and the tax bases. Furthermore, market
responses from both the demand and
supply sides suggest that consumers
are receiving the wrong incentive from
relatively low prices and instead of quit-
ting are increasing their consumption of
cheap cigarettes.

Replacing the tiered excise tax
structure in Bangladesh with a uniform
system is therefore needed. This system
would ideally include a major specific
component (e.g. a lump sum tax per
pack of cigarettes), creating a mixed
or hybrid tax structure (both specific
and ad valorem). While the specific
component will help to reduce the price
gap between low-price and higher-price
brands and ensure a steady and predict-
able revenue flow to government, the ad
valorem component will extract more
revenue from the higher-price brands.
A mixed tax structure has been imple-
mented effectively by the European
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Commission in its Member States, with
the application of a so-called tax floor
(known as the minimum excise duty)
to discourage consumption of low-
price cigarettes.” In the longer term,
ad valorem taxes should be completely
replaced by a uniform specific excise
system. This system would avoid the
additional burden of administering the
recommended retail prices for cigarettes
as the tax base for an ad valorem excise
tax. In addition, the specific excise tax
should be indexed to inflation and in-
come growth to prevent the affordability
of cigarettes from increasing.

A well designed uniform excise tax
system, with greater reliance on specific
taxes, is key to effective tobacco control
via taxation.”” Nevertheless, a large num-
ber of low- and middle-income coun-
tries levy differential tax rates based on
prices and other product characteristics
(e.g. packaging, volume of production,
cigarette length or filter, country of
origin)." A complex tax structure with
multiple tax rates creates an adminis-
tration challenge for governments and
jeopardizes revenue generation due to
widespread tax avoidance among to-
bacco producers and consumers. This in
turn limits the effect of tax increases on
reducing tobacco consumption. These
countries can potentially make major

public health and revenue gains by sim-
plifying their complex excise systems.
For example, the landmark Sin Tax law,
implemented in the Philippines from
2012 to 2017, simplified a four-tiered
specific excise tax structure for ciga-
rettes into a uniform specific system by
increasing taxes and retail prices across
all tiers, with larger increases at the
lower tiers. These reforms contributed to
a continuous decline in smoking preva-
lence.® Reforming a complex tax struc-
ture, however, requires strong political
will and people’s support. Evidence from
the Philippines suggests that the alloca-
tion of tobacco tax revenue to improve
equity in health and to provide financial
protection to those affected by tobacco
control measures can help overcome this
political challenge.*

Besides the structural demand and
supply-side forces, we have identified,
there might be other factors that have
contributed to the growing trend in
cigarette consumption. Such factors
could include tobacco industry tactics
to undermine overall tobacco control
initiatives (e.g. activities involving
corporate social responsibility such as
charity-giving to encourage smoking,
particularly among youth) and weak
enforcement of non-tax tobacco con-
trol measures (e.g. non-compliance of
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graphic health warnings on tobacco
packaging) in the country.”>** More
research is needed into factors affecting
trends in consumption of tobacco.

Conclusion

High tax share alone may prove in-
adequate as a barometer of effective
tobacco taxation in lower-income coun-
tries, particularly where the tobacco tax
structure is complex, tobacco products
prices are relatively low and the afford-
ability of tobacco products is increasing.
A simple and uniform specific tobacco
tax structure, indexed to inflation and
income growth, is a prerequisite for
tobacco tax and price increases to be
effective in reducing consumption of
tobacco products. W
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Cigarette taxation in Bangladesh
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Résumé

Dix ans de taxation du tabac au Bangladesh: enseignements a tirer pour la lutte antitabac

Le Bangladesh applique un fort pourcentage de taxe sur les prix du tabac
(au-dela du référent habituel de 75% du prix de détail) sans pour autant
avoir atteint le bénéfice sanitaire attendu de réduction du tabagisme.
Cet article se penche sur les raisons pour lesquelles la taxation du tabac
n'est pas parvenue a réduire le tabagisme au Bangladesh. En utilisant les
données gouvernementales couvrant la période comprise en 2006 et
2017, nous avons relié les tendances de vente des produits du tabac taxés
avec la structure des droits d'accise sur le tabac et avec I'évolution des
prix et des taxes sur le tabac. Nous avons analysé les données relatives a
la prévalence du tabagisme a partir des enquétes sur le tabagisme des
adultes (GATS) réalisées en 2009 et 2017 au Bangladesh afin d'étudier
la consommation des différents produits du tabac. A partir des rapports
annuels des fabricants de tabac et d'autres ressources, nous avons
examiné I'évolution du marché du tabac, coté demande et coté offre.
Outre le fait que les cigarettes sont devenues plus abordables au fil du
temps, trois facteurs semblent avoir sapé I'efficacité de I'augmentation
des prix et des taxes dans I'objectif de réduction de la consommation

de tabac au Bangladesh. Premierement, la structure multi-niveau des
droits d'accise sur le tabac a eu pour effet d'augmenter le différentiel
de prix entre les marques, ce qui a poussé les consommateurs a opter
pour des cigarettes moins chéres. Deuxiemement, I'augmentation des
revenus et le changement de préférence des consommateurs en faveur
de produits de meilleure qualité ont fait que les consommateurs ont
délaissé le tabac aroulerlocal (« bidi ») pour se tourner vers les cigarettes
industrielles les moins chéres. Troisiemement, du fait de I'expansion de
ses marchés et de sa stratégie de différenciation des prix, Iindustrie
du tabac a fait évoluer les prix relatifs afin que les cigarettes les moins
chéres restent abordables. Un fort pourcentage de taxation peut s'avérer
inapproprié, alui seul, en tant que barometre de I'efficacité des mesures
de taxation du tabac dans les pays a revenu faible ou intermédiaire,
notamment lorsque la structure de taxation du tabac est complexe, que
les prix des produits du tabac sont relativement bas et qu'ils deviennent
plus abordables au fil du temps.

Peslome

Decatb net HaNoroo610XKeHnio cirapetr B baHrnagew: BbiBOAbI ANA NPAKTUKN KOHTpONA Tabaka

B baHrnagew [OCTUrHYTa BbICOKaA MiaHKa HanoroobnoxeHums
curapeT (6onee 75% 6a31MCHOrO NokKasaTend), HO OXkaaemoi
Nonb3bl AN 3APAaBOOXPAHEHWA OT COKpalleHna noTpebneHms
curapeT JobuTbCA He yaanoch. B gaHHOM CTaTbe pacCMOTPEHbI
MPUYMHBI, MO KOTOPbIM HAMOT Ha CUrapeThl He MPUBES K COKPALLEHIO
KypeHus B baHrnagel. Mcnonb3ys npaBuTeNbCTBEHHbIE AaHHbIe
3a nepwog ¢ 2006 no 2017 roa, aBTOpbl CBA3aNMU TeHAEHUNUN
npoaak obnaraemblx HAaNOrOM CUrapeT CO CTPYKTYPOW aKLM3HOrO
Hanora Ha CUrapeTbl 1 C U3MEHEHMSMI B HANOrOOONOXEHUN 1
LleHo00pa3oBaHMKM Ha curapeTbl. ABTOPbI MPOaHanM3npoBanm
[laHHble O YacToTe KypeHusa Mo AaHHbIM [MobanbHOro onpoca o
noTpebneHnn Tabaka B3POCNbIMA B baHrnagell, 4tobbl OLeHWUTb
notpebneHvie pasnnyHon TabauHol Npoaykumn B neprog ¢ 2009
no 2017 rof. Ha ocHOBaHWI exerofHbIx OTYeTOB Npon3BoanTeNem
TabauHbIX M3AENU 1 APYr1MX CNPABOUYHbIX JaHHBIX aBTOPI U3yUran
nobouHble GakTopbl CNpoca U NoTpebneHna curapeT Ha pbiHke. B
[OMNONHEHWEe K pacTyLlei JOCTYNHOCTY CUrapeT cheayiolme Tpu
dakTopa cHM3WNN SOGEKTUBHOCTD YBENMUEHWA HANOroB 1 LEH B

BOMPOCe CHKEHWA NoTpebneHws cvrapeT 8 baHrnanell. Bo-nepsbix,
MHOrOYpPOBHEBas CTPYKTYPa aKLI3HOrO Hanora yBenmumunia LIeHOBYO
Pa3HVILLY Mexy BpeHaaMV 1 CTUMYIMPOBANa Nepexo KypUbLMKOB
¢ bonee [OPOron NpoayKummn Ha bonee felleByto. Bo-BTOPbIX, pocT
JIOXO[JOB HAaCeNeHWA 1 CMeLlieHne NpeanoUTeHNI KyPUIbLIMKOB
B CTOPOHY 60see KayecTBEHHON MPOAYKUMM CTUMYIMPOBanu
nepexof C cCaMofenbHbIX CUrapeT (Tak HasblBaemblx O1aV) K AeLLeBO
babpuyHon NpoayKUMM. B-TpeTbIx, pacluvpeHne pbiHka TabauyHow
MPOMBILINEHHOCTU U anddepeHLnpoBaHHOE LIeHOObPazoBaHe
M3MEHWIN OTHOCUTENbHBIM MacliTab LeH TakuM 06pa3om, uTo
JeLIEeBble CUrapeThl 0CTanuch Hegoporvmm. Cama no cebe BbiCoKas
MNaHKa HanoroobIOKEeHNS MOXET OKa3aTbCA He0CTaTOUHOM 1A
3GOEKTVBHOIO HaNoroobnoXeHMa TabauHblx 130ennii B CTpaHax ¢
MasibiM ¥ CPEHUM YPOBHEM [JOXOAA. B UaCTHOCTW, eCin Hanor Ha
TabauHble 3AENVS MMEET CIIOXKHYIO CTPYKTYPY, LIEHbI Ha TabauHble
V3[eN1A OCTaKTCA OTHOCKTENBHO HU3KMMM, @ AOCTYMHOCTb TabauHOW
NpoAyKUMM pacTerT.

Resumen

Una década de impuestos sobre los cigarrillos en Bangladesh: lecciones aprendidas para el control del tabaco

Bangladesh ha alcanzado una elevada cuota de impuestos en el precio
de los cigarrillos (superior al 75 % de referencia), pero no ha logrado
los beneficios para la salud esperados de la reduccién del consumo
de cigarrillos. En este articulo exploramos por qué los impuestos sobre

los cigarrillos no han logrado reducir el consumo de cigarrillos en
Bangladesh. Utilizando los registros del gobierno entre 2006 y 2017,
vinculamos las tendencias de las ventas de cigarrillos pagados con la
estructura de los impuestos al consumo de cigarrillos y los cambios
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en los impuestos y precios de los cigarrillos. Se analizaron los datos
sobre la prevalencia del tabaquismo de la Encuesta Mundial del Tabaco
en Adultos de Bangladesh para estudiar el consumo de diferentes
productos de tabaco en 2009 y 2017. Basdandonos en los informes
anuales de los fabricantes de tabacoy otras publicaciones, examinamos
los factores de la demanda y la oferta en el mercado de cigarrillos.
Ademés de la creciente asequibilidad de los cigarrillos, tres factores
parecen haber socavado la eficacia de los aumentos de impuestos y
precios en la reduccién del consumo de cigarrillos en Bangladesh. En
primer lugar, la estructura delimpuesto especial de varios niveles amplio
la diferencia de precios entre las marcas e incentivé la sustitucion a la
baja por parte de los fumadores, que pasaron de los cigarrillos de precio

Nigar Nargis et al.

més alto a los de precio més bajo. En segundo lugar, el crecimiento
de los ingresos y el cambio de las preferencias de los fumadores por
productos de mejor calidad fomentaron la sustitucion de los cigarrillos
locales enrollados a mano (bidi) por cigarrillos de bajo precio hechos a
méquina. Tercero, la expansion del mercado de la industria tabacalera
yla estrategia de precios diferenciales cambiaron el precio relativo para
mantener los cigarrillos de bajo precio baratos. Una elevada cuota de
impuestos por si sola puede resultarinadecuada como barémetro de los
impuestos efectivos sobre el tabaco en los paises de ingresos medios-
bajos, en particular cuandola estructura de los impuestos sobre el tabaco
es compleja, los precios de los productos del tabaco son relativamente
bajos y la asequibilidad de los productos del tabaco esta aumentando.
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