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Communique Issued at the end of a onday Policy 1. PREAMBLE

Dialogue on the Economics on Tobacco Control in On TuesdayFebruary 28, 2018, CSEith support
Mgl @EEZEr oy e SR o 2 Sy ol from the African Capa’lcity Iéuilding Foundation
the Economies of Africa (CSEA) on the 27 of (ACBF) and the University

FEIBLE, AL EL Eelion Wi Hoss Economics of Tobacco Control Project organized a
one day Policy Dialogue on the Economics of
Tobacco Control The dialogue washeld at the

The Centre for the Study of the Economies of Africa ) .
y Eme sQn H?II of the Bol(t]on Wt}r[e Hotel, FCT, Abuja.
a conduc

(CSEA) isa nonpr oyt t hi nk tank
independent, high quality applied research on
economic policy issues in Nigeria and the rest o
Africa. CSEAOG6s mi ssion
outcomes through evidenbased research

CSEAOs policy Il al ogues ar e

f policy-oriented research carried out by the Centre,

: includtin the artichulation of polic?y choices, tradeoffs

I 'S % enhance ?ve dbé)ment
and implications to the genérpublic and decision
makers to stimulate rigorous debates on the effects of
government policies on economic growth and
development in Nigeria and Africa.




The participants at the m

eeting include Hilda Ochefu
the SubRegional Coordinator for West Africa
Campaign for Tobacebree Kids (CTFK);
Ogunsanmi Abiodun, Federal Ministry of Finance
(FMF); Babatunde Oladapo, West African Tax
Administration Forum (WATA); Osubor Gregory,
African Development Bank (AfDB); gbagu
Micheal, Nigerian Customs Service, Amah Maria and

The meeting also drew participants from civil society
organizations such as the Nigerian Control Tobacco
Alliance (NTCA) represented by Olesn Esan,
Cedars Refuge Foundation represented by Peter
Unekwu, the Civil Society Legislative Advocacy
Centre (CISLAC) represented by Emmanuel Ebu, the
International Society of Media in Public Health
represented by Victoria Altine Sambe and Bunmi
Aweda asvell as media representatives.

2. OBJECTIVES

The main objective of the dialogue was to disseminate

the findings off ThGS EEAcGosn osnti ucd:
Tobacco Control: Modelling the Fiscal and Health

Effects of a Tobacco Excise Tax Change in

Ni g e a3 wel@s to receive feedback from relevant
stakeholders including poliesnakers economists,
academia, and CSOs. The study estimates the impact

of changes in the excise tax structure and level on
cigarette consumption, government revenue, smoking
prevalence, et-of-tax revenue, and excise tax burden.

Muhammad Ibn Yamma, Federal Inland Revenue Specifically the objectives of the event was to:

Service (FIRS).



1 Review the dangers of tobacco products as well
as the success and challenges of tobacco
control;

1 lllustrate the potential impact of a tobacco
excise tax on publichealth and government
revenue in Nigeria using a simulation model;

1 Provide policy guidance for effective tobacco
control taxation in Nigeria.

Dr. Chukwuka Onyekwendhe Executive Director of
CSEA stated while tobacco control had been gaining
traction in the policy circle, there was still very little
evidence to support advocacy efforts. He explained
that tobacco remained the single greatest preventable
cause of deat worldwide with 17, 500 deaths
recorded each year in Nigeria on account of tobacco
related diseases. He argued that while there is a
perception of relatively low smoking prevalence in
Nigeria, prevalence is rising at 4 percent yearly




necessitating the nde for the effective Nigerians totaling 6 million peopleuse tobacco
implementation of tobacco control measures. Dr. products while about onthird of adults are regularly
Chukwuka added that tobacco taxation had proven to exposed to secortand smoking (SHS) which is
be the most effective tobacco measure and that responsible for about 600, 000 premature deaths per
CSEAOs s tEcohgmics of Tobdta Control year globally. Of all the deaths attributable to SHS,
which is the first of such study in Nigarand isaimed 31% occur among children and 64% wcamong
at strengthening advocacy efforts for tobacco control. women. She outlined stroke, lung cancer, asthma,
induction and exacerbation, low birtteight, pre
; : term delivery as some of the attendant consequences
\ i ” ’ of exposure to SHS. She also stated that tobacco
| related deaths in su#®aharan Africa which acoats
for 25% of all deaths was proportionate to the deaths
caused by HIV/AIDS (12%) and malaria (13%)
combined according to a 2012 survey. Hilda further
stated that globally that countries were putting in
stringent measures to control tobacco and tobacco
, : companies were responding innovatively. Nigeria
| became party to the World Health Organization
%J\\\\\\% : (WHO) 6s Framework Conventio
//”"“\ in January 18, 2006. Over nine years later, the
Nigerian Tobacco Control Act was passed at the
House of Representaés and Senate on April 23,
; 2015 and May 12, 2015 respectively. On July 12
: 2016, the Hon. Minister of Health, Prof. Isaac
Hi | da Ochef u gavBackgroupdr e sAgewbled Inauguratedotine Nétional Tobacco Control
on Tobacco Control in Nigeria: Successes and Committee (NATOCC). Hilda outlined the issues of
Chal | eleg@esantation revealed that 5.6% of poor regulation, lack of enforcemeof provisions of
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the NTC Act, inadequate funding of NATOCC,
insufficient coordination and collaboration between
government ministries, departments and agencies and
strong tobacco industry interference at all levels as
hindrances to effective tobacco ¢ahin Nigeria. She
added that foreign tobacco companies were migrating
into the African continent because of poorly
implemented Tobacco control laws. She reiterated that
AResearch was <critical f

the CSEA team for putting theolicy dialogue
together.

4. TECHNICAL SESSION WITH CSEA TEAM
—=

r—————

or

Topic: The Economics of Tobacco Control:
Modelling the Fiscal and Health Effects of a Tobacco
Excise Tax Change in Nigeria

Presenters.Joseph Ishaku and Precious C. Akanonu

Joseph began thpresentdon by statingfacts on
tobacco market: Tobacco remains the single greatest
preventable cause of death worldwide. In Nigeria,
more than 175, 000 deaths are recorded each year on
account of tobacco related diseases; this translates to
about 207 memand 130 women weekly (Tobacco
Atlas, 2015). In addition to the serious health
consequences, tobacco usage also has significant
economic cost estimated at US$591 million Nigerian
tobacco market is dominated by local production, with



British  American Tobaaz Nigeria (BATN)
accounting for 75% of market share. A total of 920 8
million cigarette packs were consumed in Nigeria in | =
2015(GlobalData Plc., 2016put of which 74 percent | =
is domestically producedNCS, 2015) An average |
pack of cigarette costs approximatelyl 8 3. 5 0 |
2017 (CSEA Survey, 2017). In Nigeria, there is no
specific tax regime on tobacco products, but an ad
volarem excise tax on domestically produced items
which currently stands at 20% of Unit cost of

production (UCA). UCA i s
per pack of cigarette (NCS, 2017). Thus, excise tax
rate amounts to 12% of retail price, whereas, the | =

WHO recommend# an excise tax rate of 75% of 4

retail price on tobacco products. Imported cigarettes 1

are excluded from excise tax; an imported tax levy of : - A . .
40% of all CIF in addition to other levies such as smoking, and contribute to the acheevent of

ETLS, CISS, import duty and surcharge. national public health objectives. Tobacco taxation
can also create the fiscal space needed to finance the
Therefore, there is a ad to implement @ effective countryodos economic developr

tobacco control program to curb the epidemic of programmes.
rising smoking prevalence rates and their impacts on
public health. Tobacco taxation has proven to be the methodology and findings fo CSEAG s fece
best tobacco control measure as it can reduce smoking luded t ud CSEAB
prevalence and gerste revenue which can be oncil ude stuady. _ 0S
earmarked to fund some other tobacco control Potential for tobacco tax to improve public health and
measures. Tobacco taxation can prevent millions of '&iSé ~ goverment  revenues Iin  Nigeria.
smokingattributable deaths throughout the country,

reduce the number of young people initiating

Precious continued the presentation; explaining the



a) Policy Intervention 1 (PI.1): Keep 20 percent ad
val orem tax, Il ncl ude 2
increase import levy to 50 percent of CIF per
pack. This is similar to the change in the tax
structure proposed by the Ministry of Finance
during a technical meegnin Keffi, Nassarawa.

b) Policy Intervention 2 (P1.2): Change to specific

tax system, set the exci s
pack, and increase import levy to 50 percent of
CIF per pack.
g | c) Policy Intervention 3 (P1.3): Change to specific
Specifically, it estimates the impact of a change in the tax system, settheesce t ax bur den t
excise tax structure and level on: i) «igide pack, and increase import levy to 50 percent of
consumption, ii) government revenue, iii) smoking CIF per pack.

prevalence, iv) nedf-tax (NOT) revenue and V)
excise tax burden in real numbers. To this end, CSEA
ran the Tobacco Excise Tax Simulation Model
(TETSIM), adapted by the researchers to calibrate for
the Nigerian context. They model four different
changes to the tobacco tax structure and level (policy
interventions, or Pl) under 12 different scenarios of
economic/income growth and industry price changes.

d) Policy Intervention 4 (P1.4): Change to specific
tax system, set the excise tax burden to the
equivalent of 75 percent of current retail price,
and increase import levp 50 percent of CIF per
pack, as recommended by the WHO.

The policy interventions are as follows:

! Net-of-tax revenue refers the total amount of-aktax revenue generated
from cigarette sales. This is the gross revenue earned by cigarette
manufacturers and sellers



The effects of the proposed policy changes are as

follows:
=

production increase significantly. Excise tax
revenues are most significant under specific tax
system (as in PI.3 and Pl.4) relative to ad

valorem tax system (as in Pl.1 and PI.2).

a) On Cigarette Consumption and Smoking
Prevalence: We find that cigarette consumption
and smoking prevalence decrease in all twelve
scenarios under P1.3 and PI.4vhich impose
higher tax levels alongside specific tax systems
relative to Pl.1 and P1.2. Thushanges in tax
policy need to be significant and operate under
a specific tax system in order to have the
desired effect on smoking prevalence under all d) On Excise Tax Burden: Under all policy
scenarios considered. interventions and in all scenarios considered,
the excise tax burden to the consumer will at
least double. The excise tax burden shows the
impact of policy interventions after the industry

c) On Netof-Tax Revena: Under all policy
interventions, the optimal response for the
tobacco industry is to increase industry price in
order to maximize NOT revenue. The industry
stands to lose revenue when they do nothing or
decrease industry price in efforts to possibly
frustrate policy interventions

b) On Government Revenue: Under all policy
interventions and in all scenarios safered,
government excise tax revenues from cigarette



response, whereas simply focusing on the
excise tax rate will mask the pa$sough
effect on retail prices. Therefore, in terms of
setting policy target and monitoring impact,
tracking excise tax burden is the most useful
indicator relative to the excisax rate.

We also performed a thrgear projection of the
proposed policy change, which shows a consistent
trend of increasing government revenues, decreasing
consumption, and decreasing smoking prevalence
rates if policy interventions are sustained eaehry
over the thregear period. It is important to note that
the measured outcomes from our model incorporates
the potential impact of illicit trade in cigarettes
following price adjustments of licit cigarettes.

Therefore, an effective tobacco controt policy will
require that: the tax system is changed from ad
valorem to specific tax system; excise tax burden on
tobacco products is continuously increased at least
until it reaches 75 percent; and tax administration and
revenuecollecting agencies aré¢rengthened. The
implementation of other MPOWER measure and
international cooperation should also accompany any
tobacco tax policy in order to yield the optimal
results. In this regard, the Ministry of Finance;
Ministry of Industry, Trade and Investmentjrivktry

of Health; Federal Inland Revenue Service, and the
Nigerian Customs Service all have key roles to play in
creating a successful and effective tobacco tax policy
in Nigeria. Lastly, it is important to note that the
effectiveness of tobacco tax inase is enhanced

when implemented as part of a comprehensive
tobacco control strategy.



