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n 1989, approximately one third of Canadians over 15 years of age were cigarette smok-

ers. Studies by the Royal College of Physicians of London and the US Surgeon General

have clearly demonstrated the negative impact of smoking on health and have estab-

lished smoking as a risk factor for cardiovascular disease, cancer and respiratory prob-
lems. It has been estimated that at least 38 000 Canadians die each year from smoking-related
diseases. There are many approaches to combat tobacco consumption which include educa-
tion, smoking cessation programs and legislation. Between 1980 and 1990, Canada imposed
heavy taxation on tobacco products that resulted in a 35% decrease in tobacco consumption by
the adult population and a 62% decrease in consumption by the teenage population. However,
in the past two years smuggling has forced federal and provincial governments to reduce these
high taxes on tobacco products. It has been estimated that the recent tax cuts will increase the
number of smokers by approximately 800 000. Therefore, a new taxation policy should be
introduced which differs from the previous tax in some key aspects. Any new tax increase
should be moderate to help avoid the problem of tobacco smuggling and a portion of the tax

should directed to fund smoking cessation programs.
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Smoking- A major health problem in Canada

In 1989, approximately 6.5 million
Canadians, or 32% of the population 15
years of age or over, were cigarette smok-
ers (1). More than 38 000 Canadians die
each year of diseases associated with the
consumption of tobacco (2). Landmark
studies by the Royal College of Physicians
of London in 1962 and the United States
Surgeon General in 1964 established that
smoking is detrimental to health (3). Fur-
ther studies clearly established smoking
as a risk factor for cardiovascular disease
(4), cancer (5) and respiratory problems
(6). In addition, the life-expectancy of a
person who smokes two packs per day is
about eight years less than a non-smoker
(7). However, the dangers of smoking
have largely been ignored by the public
as evidenced by the high percentage of
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smokers in Canada. Since smoking is ar-
guably the largest avoidable cause of
death in Canada, health strategies aimed
at reducing smoking are appropriate. In
the past taxation policies have been used
successfully to reduce smoking in Canada,
however, recent cutbacks in cigarette taxes
have threatened to reverse these trends.

Canada’s tobacco taxation crisis

Canada increased tobacco taxes
eight-fold between 1980 and 1990 which
resulted in a 35% decrease in tobacco con-
sumption by the adult population and a
62% decrease in consumption by the teen-
age population (8). In February of 1994
the Federal government dropped taxes by
five dollars per carton to discourage
smuggling from regions with lower taxa-
tion policies (9). This decision was encour-
aged by pressure from tobacco companies
and retailers who sell tobacco products.
The federal government also offered an
incentive program for provincial govern-
ments to lower taxes by matching any pro-
vincial tax decrease dollar for dollar up
to five dollars per carton. The Quebec pro



vincial government quickly signed on, cutting its ciga-
rette taxes which intensified the smuggling problem in
Ontario. This prompted the Ontario provincial govern-
ment to reduce its taxes by $9.60 per carton. This
"domino effect" eventually reached the east coast affect-
ing taxation policies in the Maritime provinces. These
taxation cuts have sent waves through the medical com-
munity due to the profound detrimental effect these
policies will have on the health of Canadians. It has
been estimated that these taxation cuts will lead to an
increase in the number of smokers by approximately
800,000, of which 20% will be teenagers (10). Therefore,
itis imperative that the government reintroduce tougher
tobacco taxation policies to prevent this potential health
disaster. However, the structure of these new taxation
policies should be slightly different from those intro-
duced between 1980 and 1990.

INTERVENTION STRATEGIES

AND POTENTIAL IMPACT

Legislation as an intervention strategy for smoking

Many different approaches can be used to deal
with the problem of smoking. These include education
through health care workers, formal schooling and com-
munity programs that aim to prevent people from start-
ing smoking and encourage smokers to quit. Educa-
tional tactics are necessary measures to reduce tobacco
consumption, but are not sufficient to deal with the prob-
lem of smoking. More stringent government regula-
tion of the tobacco industry is justified because smok-
ing is such a serious health hazard. The importance of
government regulation in dealing with health problems
was emphasized by Sir George Young at the thirty-first
world health assembly when he stated: "...the solution
to many of today's medical problems will not be found
in the research laboratories of our hospitals, but in our
parliaments. For the prospective patient, the answer
may not be cure by incision at the operating table, but
prevention by decision at the Cabinet table." (7) This
statement brings out the importance of government
regulation as an essential component of population
health strategies. Another benefit of legislation as an
intervention for smoking is that it places the authority
of the government behind the entire smoking control
program. It gives a stimulus to all the components of
the program and can enhance the impact of other re-
lated interventions such as health education programs.

Taxation as an effective intervention for smoking
Governmental regulation of the tobacco indus-
try as a form of intervention can have many approaches
including advertisement regulations, restriction on sales
to minors and tobacco taxes. Of these regulations, taxa-
tion has a profound effect on tobacco consumption and
preferentially reduces smoking in younger people. The
changes in consumption resulting from a price increase

can be described by a term called price elasticity. For
cigarettes, the price elasticity value determined from
several studies is approximately -0.4 which means that
an increase of 10% in price will yield a 4% decrease in
tobacco consumption (11-13).

Table 1 shows price elasticity values for different
age categories and reveals a large difference between
younger and older age groups (13). Note that thereis a
tremendous decrease in consumption with increasing
tobacco price for ages 12-17 (price elasticity = -1.40). It
has been demonstrated that many people begin smok-
ing between the ages of 12 and 17 (14). Therefore, this
age range is a prime target for an intervention to elimi-
nate the smoking habit before it begins.

Taxation strategies to deal with smuggling

Table 1: Age-specific estimates of the price elasticity
on demand for cigarettes (Adapted from Ref. 13)

Age group Price elasticity

12-17 -1.40

26-35 -.0.47

36-74 -0.45

A successful taxation policy will have to be con-
sistent across the country to reduce interprovincial
smuggling. The importance of this type of policy is
highlighted by Quebec's decision to drop taxes which
resulted in a tremendous influx of contraband cigarettes
into Ontario. In addition, US tobacco taxation policies
will have to be considered to avoid further smuggling
problems. With the current focus on free trade between
Canada and the United States, some form of tax equity
between the two countries might not be an impossible
dream. However, in the short term it would be very
difficult to achieve consistent taxation policies in both
Canada and the United States. Therefore, increases in
Canadian tobacco taxes should be accompanied by in-
creased policing of the Canadian border. It must not
be forgotten that the previous taxation strategy imple-
mented between 1980 and 1990 failed primarily due to
a large increase in the smuggling of tobacco products.
Therefore, any future increase in tobacco taxes would
have to be done incrementally while monitoring levels
of cigarette smuggling.

Taxation strategies to deal with addicted smokers

Taxes can be designed to result in a general or
differential increase in price on a particular product
class. A general tobacco tax would apply equally to all
tobacco products while a differential tax would be re-
duced for certain types of tobacco products. For exam-
ple, a differential tax could favor brands with low nico-
tine.
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Differential taxation is a useful means of encour-
aging addicted smokers to purchase less addictive ciga-
rettes. Many smokers cannot quit because of an addic-
tion to nicotine that is present in the cigarettes (15,16).
A differential tax would encourage these individuals to
smoke cigarettes with less nicotine which would im-
prove their chances of breaking the smoking habit (17).
In Canada, maximum permissible limits of harmful sub-
stances are fixed by an agreement with the tobacco in-
dustry. The Cigarette and Cigarette Tobacco Advertis-
ing and Promotion Code of the Canadian Tobacco Manu-
facturers' Council states that the average tar and nico-
tine content of cigarette smoke must not exceed 22 mg
of tar and 1.6 mg of nicotine per cigarette (7). Attempt-
ing to alter this legislation to force reductions in nico-
tine and tar would involve a tremendous battle with
the tobacco companies. However, introducing a differ-
ential tax allows the issue of harmful and addictive sub-
stance control to be addressed without confronting it
directly. This type of taxation policy would be an excel-
lent precursor to tougher regulatory legislation on lev-
els of nicotine and tar.

Taxation at different levels

There is also the question of what level to impose
the tax. It has been proposed that raising taxes on to-
bacco products could be accomplished by the follow-
ing methods: increasing customs duties on imported
products; increasing the licensing fee for tobacco deal-
ers; increasing the excise tax paid by manufacturers; and
increasing the sales tax at the Federal and Provincial
levels (18). It is important that taxation increases are
consistent across Canada to prevent smuggling. There-
fore, it would be appropriate to implement a taxation
intervention at the level of the federal sales tax that
would affect the entire country uniformly. In addition,
provinces should be encouraged by the federal govern-
ment to have similar tobacco taxation policies.

Effective lobbying- the key to stimulating parliamentary ac-
tion

Reintroduction of stricter tobacco taxation poli-
cies will require extensive lobbying of the federal gov-
ernment by the medical profession and allied anti-smok-
ing groups. Lobbying must be done in a coordinated
fashion to counter the political power of the tobacco in-
dustry which has access to large financial resources.
Similar problems are faced in the United States which
is highlighted by the fact that in 1991 the National Can-
cer Insitute spent 47 million dollars to develop anti-
smoking intervention technologies while the major ciga-
rette manufacturers spent 3.6 billion dollars in adver-
tising (19). Therefore, there is a clear need for co-ordi-
nation of anti-smoking groups.

Programs to assist in smoking cessation
To complement rises in tobacco taxes it would be

appropriate to provide increased financing for smok-
ing cessation programs. These smoking cessation pro-
grams could also be integrated with the taxation strat-
egy. A small percentage (1-5%) of the tax could be
channeled to fund smoking cessation programs. In Fin-
land this strategy is used and 0.5% of tobacco tax must
go toward education, research and evaluation of smok-
ing control (7). In addition, if the smoking cessation
programs were effective in reducing smoking then the
tax money "lost" by the government may return indi-
rectly in reduced health care costs from smoking-related
illnesses.

EVALUATING TAX
INTERVENTIONS

Any type of tax intervention to combat the prob-
lem of smoking would have to be evaluated for its ef-
fectiveness. This evaluation would involve measuring
consumption of tobacco products. The gross amount of
tobacco consumption could be determined by monitor-
ing cigarette sales throughout Canada. This would al-
low for determination of the impact of the price increase
on the entire population. However, it is important to
know how different groups within the population are
affected by the taxation policy. Therefore, large scale
surveys of smoking habits would have to be conducted.
This data could also be used to verify the consumption
estimates generated from the total tobacco sales, which
might be an underestimate of consumption due to smug-
gling. By comparing these statistics one could monitor
the prevalence of smuggling. Studies should also be
conducted on the effects of increased taxation policies
on children and lower socioeconomic class individuals
to adequately deal with their needs. In the long term,
changes in disease prevalence related to smoking such
as lung cancer and heart disease should be assessed.

B covciuson [

Implementing an effective taxation intervention

The implementation of an effective taxation pro-
gram to combat smoking would involve consolidating
non-smoking interest groups to lobby for more rigor-
ous tobacco taxation policies. This lobbying effort
should focus on the implementation of a moderate tax
increase in which a fraction of the revenue generated is
applied to smoking cessation programs. In addition,
there should be a consistent tax increase across the coun-
try to reduce interprovincial smuggling. To deal with
international smugglers, more stringent policing of Ca-
nadian borders would be indicated. The new tobbaco
tax would then be evaluated for its effectiveness in re-
ducing smoking and appropriate modification in the
taxation policy could then be applied.

Smoking is the number one preventable cause of
mortality in Canada and is a risk factor for the develop
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ment of cardiovascular disease, lung disease and cancer
(4-6). The consumption of tobacco is intimately related
to the price, as reflected in price elasticity values. The
use of taxation policies to inflate the cost of tobacco prod-
ucts is justified by the ensuing reduction in consump-
tion which ultimately leads to reduced tobacco-related
morbidity and mortality in the population.
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