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Poverty: short-run and consumption

1 No changes in consumption (no behavioral change): wrong
• Increase in tax

• All smokers still smoke, and have the same frequency and intensity
⇒ This goes against empirical evidence on tobacco taxation (NCI et al. 2016)

2 Consumption (short-run)
• Cessation: Tax burden of these consumers go down to zero (30%-50%)
• Remaining smokers:

✘ Payment of tax (higher burden)
✓ Reduction in frequency and intensity (lower burden)

⇒ Need for monitoring & evaluation atmicro level (e.g. microsimulation ex ante,
impact evaluation ex-post)

• Low-income households more responsive to changes in price (elasticities):
higher cessation,

• Lower expenditure on these tobacco products: higher income available
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Poverty: long-run and health

3 Long-run
• Reduction in Non-Communicable Diseases: lower morbidity, mortality and

disability

• Reduction in Out-Of-Pocket Expenditure (catastrophic expenditure, poverty
incidence)

• Increase in productivity
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Poverty: Lessons

1 Use your micro data to look beyond health
2 Work in tandem with poverty/equity sector

HEALTH TAXES · GLOBAL TAX PROGRAM · WORLD BANK · 7 / 9



Gracias! Thanks!

Norman Maldonado
Global Tax Program, World Bank
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https://www.worldbank.org/en/programs/the-global-tax-program
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