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Cigarette and waterpipe tobacco taxes in Lebanon: preliminary results of a simulation
model

Aim

To identify the impacts of specific excise duty changes on government revenue received from
cigarettes and waterpipe tobacco in Lebanon

Methods

We developed a simulation model using Lebanon-specific tobacco market shares and their
prices, consumption levels, and price elasticities of demand using routinely available and
nationally representative surveys. We modelled $0.05 incremental changes in the specific tax
and calculated the resulting impact on total tax revenues (taxes from import duty, excise duty,
and VAT) and the number of cigarettes/waterpipes for two scenarios. Scenario 1 applied
specific taxes only to imported cigarettes, and Scenario 2 applied specific taxes to all
cigarettes. Both scenarios applied specific taxes to all waterpipe tobacco products.

Results

Under current tax structures ($0.17 specific tax for imported cigarettes and $0.03 specific tax
for waterpipe tobacco), $1.2bn is raised in government revenue annually. The graph below
shows the benefits on government revenue and public health benefits on the quantity of
tobacco consumed, by increasing the specific tax. More government revenue can be realised
by implementing a specific tax on all cigarettes (Scenario 2) instead of only imported
cigarettes (Scenario 1), and the public health benefits on cigarette use are substantial.
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Conclusion

Increasing the specific excise tax on cigarettes and waterpipe tobacco is an effective way to
increase government revenue in Lebanon. We recommend that any increase in specific tax is



applied equally to cigarettes and waterpipe tobacco in order to minimise substitution between
products, and that specific taxes are extended to domestically produced cigarettes.

FREQUENTLY ASKED QUESTIONS
What data were used to inform the model?
e Tax structure: World Health Organization report on the global tobacco epidemic
(2021)*
e Cost, insurance, and freight price: UN Comtrade
e Tobacco market shares, consumer demand, tobacco prices, and tobacco price
elasticities: Research conducted by AUB?

Which tax rates and tax bases were used to inform the model?

Tax rate Tax base
Tax Cigarettes Waterpipe
Import duty 6.2% 35.5% CIF price
Specific excise duty | $0.17 $0.03 Per cigarette or 20g
of waterpipe
Ad valorem excise 126% 157% CIF price and import
duty duty
Value added tax 8.4% 8.6% Retail price

What were the model assumptions?
Since we did not have accurate or complete tobacco sales and taxation data for all cigarette
and waterpipe tobacco products in Lebanon, we made the following assumptions that were
informed by research conducted by AUB?:
e The cigarette market is divided into three shares: imported cigarettes, premium
domestic cigarettes, and discount domestic cigarettes.
e The waterpipe market is divided into four shares: discount café, premium café,
discount home, and premium home use.
e The entire waterpipe market is imported while 16.0% of the cigarette market is
imported.
e Waterpipe consumption is 2-3x more likely to reduce (“more elastic”) than cigarettes
for any given specific tax.
e No change in illicit tobacco use following a tax increase.
e That the entire cost of the tax, and no more, was passed onto the consumer (i.e. no
industry under- or over-shifting)
e That consumers either cut down or quit smoking their tobacco product in response to
taxation and do not switch to other products (e.g. e-cigarettes, smokeless tobacco,

cigar, pipe).

How does the model work?

The model is based on the widely-used TETSim model to calculate the effects of a tax change
on the consumer demand and revenue raised of each market share. What is presented in
Figure 1 and Table 1 are the market-weighted averages across all tobacco products.

What are the limitations of the model?

1 https://www.who.int/publications/i/item/9789240032095
2See https://pubmed.ncbi.nlm.nih.gov/35246419/ and https://pubmed.ncbi.nIm.nih.gov/34193608/




The model does not make projections into the future — it simply reports an annual snapshot
should the specific tax scenarios be implemented today. It is also unable to provide complete
certainty on the behaviour of the tobacco industry and the smoking behaviour of consumers
in response to much larger tax increase. However, the model has been tested for accuracy
under changing assumptions and performed very well in producing consistent results.



TABLES
Table 1. The impact of various specific tax scenarios on the number of annual cigarettes and

waterpipes consumed in Lebanon and on annual government revenue from import duty, excise
duty, and value added tax
Scenario 1: Specific tax applied to
imported cigarettes and waterpipe

Scenario 2: Specific tax applied to
imported and domestic cigarettes and

only waterpipe
Cigarette
Spec | s Waterpip Annual total Waterpip Annual total
ific consume  es tax revenue, | Cigarettes s tax revenue,
tax d consumed USD consumed consumed USD
$0.0 | 518,011,9 1,415,590, 1,415,590,
5|24 125 1,118,628,024 | 497,592,098 125 1,136,398,903
$0.1 | 515,172,4 1,293,272, 1,293,272,
0109 857 1,134,010,292 | 476,645,432 857 1,168,055,978
$0.1 | 512,499,5 1,191,781, 1,191,781,
511 867 1,147,139,199 | 457,779,250 867 1,196,197,462
$0.2 | 509,979,2 1,106,370, 1,106,370,
0190 341 1,158,633,780 | 440,670,383 341 1,221,626,240
$0.2 | 507,599,3 1,033,587, 1,033,587,
5104 760 1,168,913,299 | 425,062,508 760 1,244,908,574
$0.3 | 505,348,4 970,874,9 970,874,9
0|11 97 1,178,266,542 | 410,749,258 97 1,266,452,515
$0.3 | 503,216,6 916,300,1 916,300,1
5107 09 1,186,895,374 | 397,562,286 09 1,286,557,956
$0.4 | 501,194,8 868,381,4 868,381,4
0|86 70 1,194,942,779 | 385,362,648 70 1,305,449,378
$0.4 | 499,275,1 825,966,6 825,966,6
5|16 64 1,202,511,254 | 374,034,466 64 1,323,297,734
$0.5 | 497,449,9 788,147,8 788,147,8
0140 79 1,209,675,115 | 363,480,194 79 1,340,235,365
$0.5 | 495,712,6 754,201,7 754,201,7
51|84 01 1,216,488,836 | 353,617,021 01 1,356,366,341



$0.6 | 494,057,2 723,545,5 723,545,5

0|81 85 1,222,992,792 | 344,374,106 85 1,371,773,753
$0.6 | 492,478,2 695,705,9 695,705,9

5102 00 1,229,217,262 | 335,690,424 00 1,386,524,914
$0.7 | 490,970,4 670,294,1 670,294,1

002 56 1,235,185,243 | 327,513,073 56 1,400,675,138
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Key messages
What is the Problem?
About two thirds of adult males in Jordan smoke tobacco (Drope J, et al., 2018; World Health

Organization, 2019), and this rate is considered the highest in the Eastern Mediterranean Region



and the second highest worldwide. The most recent study showed that the crude prevalence rates
in Jordan for current cigarette smoking, waterpipe smoking, and dual current smoking were
32.0% (29.9% to 34.1%), 11.0% (9.6% to 12.4%) and 2.8% (2.1% to 3.6%), respectively
(Nakkash, et al., 2022). Apart from the high rates of cigarette smoking, Jordan has been
experiencing significant increase in waterpipe smoking (Jawad, Lee, et al., 2016), especially
among females (Jawad, Abdulrahim, & Daouk, 2016) and youth (Jawad & Roderick, 2017;
Ministry of Health, 2014a).

What do we know about two elements of an approach to addressing the problem?

Element 1> Increase tobacco taxation and strictly enforce it throughout the country.

Rising the price of cigarettes through increased taxes has also been successful in reducing
smoking among youth, young adults, and persons of low socioeconomic status.

Younger people seem to be more price sensitive as younger smokers tend to earn lower salaries
and are less reliant on tobacco, both of which would appear to make them more price responsive.
About 40% tax-induced cigarette price rise would decrease smoking prevalence from 21% in
2004 to 15.2% in 2025 with huge improvements in cumulative life years and quality adjusted life
years over two decades.

A 10% rise in taxation on waterpipe tobacco smoking would decrease the demand on waterpipe
tobacco smoking by 14.5%.

Both media campaign and tax increase of $1 per a cigarette pack will lessen overall smoking
prevalence as well as associated mortality.

The total price elasticity of cigarette and waterpipe demand in Jordan was estimated to be
moderately elastic ( -0.6).

The cross-price elasticity between cigarettes and waterpipe tobacco is near zero, suggesting that
the two products are not considered to be close substitutes by consumers and therefore tax
policies are expected to be effective in Jordan.

Lower availability of less expensive smuggled cigarettes is projected to inspire some smokers to

quit and may rise tax revenues from those who do not quit smoking.



Element 2> Implement smoking cessation interventions in order to support clients who will
stop smoking after tax rise.

Once people who smoke can no longer afford cigarettes or waterpipe smoking, they have an
option to quit, thus need professional smoking cessation counselling.

For a treatment cohort of 527,118 on Nicotine Replacement Therapy, Jordanian male smokers
who intended to quit, 103,970 life years are expected to be gained using the varenicline regimen,
while 64,030 life years are expected to be gained using the Nicotine replacement therapy (NRT)
regimen as compared to the control group of life years.

The cost per life year gained is estimated at $1696 USD for varenicline and $1890 USD for
NRT.

NRT, brief advice, and behavioral counseling can be effective in helping smoking cessation in
low- and middle-income countries.

Higher elasticity is likely to be obtained by introducing/increasing specific excise taxes and
concerted efforts to implement non-price (tax) related WHO FCTC measures, such as cessation

programs, bans on advertisement, and improving public awareness.

Implementation considerations
Several implementation considerations are required at multiple levels (citizen, organization, and

systems) to effectively develop and enforce a policy to increase tax on cigarette and waterpipe

smoking products in Jordan. Barriers to implementing such policy can be overcome at several

levels.

Executive Summary

Smoking is the leading cause of preventable death as well as a main risk factor for cancer,
cardiovascular and pulmonary diseases. In Jordan, the tobacco epidemic is on constant increase
and defined as a public health emergency (Al-Tammemi, 2021). About two thirds of adult males
in Jordan smoke tobacco (Drope J, et al., 2018; World Health Organization, 2019), and this rate



is considered the highest in the Eastern Mediterranean Region and the second highest worldwide.
Also, about half of Jordanian youth aged 13-15 years old reported tobacco smoking at least once
(Ministry of Health, 2014a), which is again the highest in the Eastern Mediterranean region
among youth (Arrazola et al., 2017). Second-hand smokers are also exposed to tobacco smoking
with 68% of adults (Ministry of Health, 2007) and 62% of youth are considered second hand
smokers (Ministry of Health, 2014a). The most recent study showed that the crude prevalence
rates in Jordan for current cigarette smoking, waterpipe smoking, and dual current smoking were
32.0% (29.9% to 34.1%), 11.0% (9.6% to 12.4%) and 2.8% (2.1% to 3.6%), respectively
(Nakkash, et al., 2022).

The most common types of tobacco products in Jordan are cigarettes and waterpipe (Jawad, Lee,
& Millett, 2016; Ministry of Health, 2007). Apart from the high rates of cigarette smoking,
Jordan has been experiencing significant increase in waterpipe smoking (Jawad, Lee, et al.,
2016), especially among females (Jawad, Abdulrahim, & Daouk, 2016) and youth (Jawad &
Roderick, 2017; Ministry of Health, 2014a), as it is more culturally acceptable than smoking
cigarettes (Jawad & Roderick, 2017). This is alarming given the fact that a 45 minute waterpipe
session (Waziry et al., 2017) is almost equal to smoking an average of 60-200 cigarettes (Ali &
Jawad, 2017). Different factors have contributed to the rise in waterpipe smoking in Jordan as
well as the whole region, including the introduction of flavoured tobacco, the perception of
reduced harm and addiction as compared to cigarette smoking, and inadequate policies and

regulations addressing waterpipe smoking (AKI, et al., 2015).

Among established tobacco smokers, cessation leads to a substantial reduction in risk, with the
largest reductions among individuals who stop smoking before age 40 years (National Center for
Chronic Disease Prevention and Health Promotion, 2014). In 2004, Jordan ratified and signed the
Framework Convention on Tobacco Control of the World Health Organization (United Nations
Treaty Collection, 2019). Following this approval, Jordan developed the first Tobacco Control
Law as a part of Public Health Law 47 (Ministry of Health, 2008), which was endorsed in 2008
with additional amendments in 2017. Article 5.3 of the WHO FCTC requests establishment of
formal mechanisms to protect against the negative influence of tobacco industry on tobacco

control policies (World Health Organization, 2003).



Although Jordan was among the first countries in the WHO Eastern Mediterranean Region to
ratify the WHO FCTC (United Nations Treaty Collection, 2019), there has been constant
interference from the tobacco industry and resistance from several stakeholders, including the
hospitality sector, against the implementation of tobacco control laws (World Health
Organization, 2013). Moreover, tobacco companies aim to improve their image with the media,
public, and the government, but at the same time delaying and discouraging effective tobacco
control policies and interventions (World Health Organization, 2013). One law that was
developed but yet enforced in Jordan is higher taxes on tobacco products, however, waterpipe
tobacco products are still not taxed in Jordan. Although tobacco tax raise is an effective way to
increase revenue and lower smoking prevalence, there are many ways they can be undervalued
by tobacco industry and people who smoke tobacco. These smokers are likely to react to higher
tobacco taxes muting the impact of raises. The following are some of smokers’ reactions to tax
raise:

e Converting into cheaper and less taxed brands

e Using more price-reducing promotions (coupons and special offers) offered by tobacco

companies.
e Purchasing larger amounts of tobacco for multipack discounts

e Buying black-market cigarettes (Goldman, 2016).

Two elements were proposed in this policy brief based on local, national, and international
evidence (both single studies and systematic reviews) in order to decrease tobacco smoking
(cigarettes and waterpipe) in Jordan. The first element is increasing tobacco taxation and strictly
enforce it throughout the country. The second element is implementing smoking cessation

interventions in order to support clients who will stop smoking after tax rise.

Several implementation considerations are required at multiple levels (citizen, organization, and
systems) to effectively develop and enforce a policy to increase tax on cigarette and waterpipe
smoking products in Jordan. Barriers to implementing such policy can be overcome at several

levels.



Evidence has shown that increasing tobacco taxation can improve health outcomes. Increasing
the retail price of tobacco as a result of tax rise can decrease the demand for tobacco. In low-and
middle-income countries, a 10% increase in tobacco prices will approximately lead to about 4%-
8% decrease in smoking. This reduction will have positive health effects for both active and
passive smokers and decrease morbidity and mortality from tobacco-related diseases. Using
panel data sourced from the World Health Organization (WHQ) and the World Bank databases
on 24 African countries for the period 2010 to 2016, a percentage increase in tobacco price will
reduce the smoking prevalence by between 0.11 to 0.14%, whereas a percentage increase in
tobacco tax will reduce smoking prevalence by between 0.25 to 0.36% (Immurana, Boachie, &
Iddrisu, 2021).

In order to achieve the ultimate purpose of tobacco tax increase, which is reducing tobacco
smoking and at the same time increasing the government’s revenue, the following strategies need
to be employed (World Bank Group, 2019):
> Excise rates for cigarettes, waterpipe tobacco, and other tobacco products should
be unified for all kinds of cigarettes and waterpipe content (ma’assel) and
annually increased by at least 20% to ensure tobacco affordability reduction and

thus reducing prevalence in line with FCTC provisions (World Bank Group,

2019). Minimizing the price gaps between various tobacco products and brands is
needed to limit the ability of smokers to substitute between products.

» Tobacco use surveillance and monitoring should be further strengthened in
Jordan, including a regular collection and public presentation of information on
sales of cigarettes and other tobacco products, their prices as well as other
economic indicators to support more specific estimates of the outcomes of
ongoing and future tobacco control actions (World Bank Group, 2019).

» Effective policies to counteract tobacco smuggling and other kinds of illicit
tobacco sales should be implemented in line with the provisions of the FCTC
Protocol to Eliminate Illicit Trade in Tobacco Products, which is recommended to
be ratified (World Bank Group, 2019).



Full Policy Brief:
Enforcing Waterpipe Tobacco Tax Increase in Jordan can Improve Public Health

Outcomes

The Problem

Jordan has one of the highest rates of tobacco smoking in the region and globally. According to
Jordan Population and Family Health Survey in 2019, about 50% of men and 12% of women are
daily smokers (Jordan Population and Family Health Survey, 2019). The most recent national
study showed that the crude prevalence rates of current cigarette smoking, waterpipe smoking,
and dual current smoking were 32.0% (29.9% to 34.1%), 11.0% (9.6% to 12.4%) and 2.8%
(2.1% to 3.6%), respectively (Nakkash, et al., 2022), and the age-standardised prevalence rates of
current cigarette and waterpipe smoking in Jordan were 25.5% and 12.0% respectively
(Nakkash, et al., 2022). The prevalence rates of waterpipe smoking among men and women in
Jordan were 13.4% and 7.8%, respectively (Nakkash et al., 2022). Waterpipe tobacco smoking
has spread rapidly in Jordan over the past three decades, especially among young people
(Hamadeh RR et al., 2020). These high rates should be taken into considerations to fortify

existing policies for tobacco control.

Size of the Problem

Approximately 80% of the world’s one billion smokers reside in low- and middle-income
countries (LMICs) (Jha &Peto, 2014). It is expected that, if this trend remains, 70% of the
estimated 10 million smoking-related deaths will occur in LMICs by the year 2030 (Jha &Peto,
2014). Globally, tobacco smoking results in 500,000 premature deaths every year (Fishman, et

al., 2005). The majority of people start to smoke tobacco before the age of 21 years old, hence

efforts and policies should focus on targeting preventing or reducing youth smoking (Fishman, et
al., 2005).

Tobacco smoking leads to premature death of about 6 million people globally and 96,000 in the
UK alone annually (Action on Smoking and Health, 2014; WHO, 2013). According to 2015



GBD study (Reitsma, Fullman, Salama, Abajobir, et al., 2017), 11.55% of global deaths (6-4
million [95% UI 5-7-7-0 million]) were attributable to smoking worldwide. Smoking was ranked
among the five leading risk factors by DALY in 109 countries and territories in 2015, rising
from 88 geographies in 1990 (Reitsma, Fullman, Salama, Abajobir, et al., 2017).

A national recent survey reported that 8 out of 10 Jordanian men were regular smokers
consuming about 23 cigarettes daily (Safi & Al-tahat, 2020). Another study showed that the
prevalence of past-30-day waterpipe smoking among university students was 67.7% (Salloum, et
al., 2019). Alarmingly, the World Population Review ranked Jordan sixth globally with an
overall smoking prevalence of 40.4% (10.7% among women and 70.2% among men) (World
Population Review, 2021). A recent national study of the association of smoking with direct
medical expenditure of chronic diseases (Alefan, et al., 2019) reported that the annual total direct
medical expenditures were 1,054,681 JD for non-smokers, 466,292 JD for former smokers and
374224 JD for smokers. The same study found that the median total annual direct medical
expenditures per patient were 845 JD for smokers, 911 JD for former smokers and 714 JD for
non-smokers. Former smokers had the highest total annual expenditure with 2467 JD per patient
(Alefan, et al., 2019). Smokers and former smokers were associated with both the highest
inpatient-related and outpatient-related services expenditures (568 JD and 480 JD, respectively)

and the highest inpatient expenditures (214 JD and 191 JD, respectively).

Nonetheless, Jordan had low scores in implementing the MPOWER measures and ranked the
13th in the EMR (Heydari et al.,2017). Consequently, the absence of effective and enforced
tobacco control measures can increase the number and intensity of tobacco smoking

consequences. Different factors have contributed to the rise in waterpipe smoking in Jordan as

well as the whole region, including the introduction of flavoured tobacco, the perception of
reduced harm and addiction as compared to cigarette smoking, and inadequate policies and
regulations addressing waterpipe smoking (AKI, et al., 2015). Hence, high quality measures and
interventions are needed especially those related to waterpipe smoking reduction and cessation
(Jawad, et al., 2016). In the meantime, fiscal policies on cigarette smoking should be also

consider waterpipe smoking (Jawad, et al., 2016) as waterpipe tobacco products are still not



taxed in Jordan. Table 1 shows the tobacco expenditure and consumption in Jordan elicited from
a household survey data (World Bank, 2019).

Underlying Factors
The issue of tobacco smoking in Jordan is complicated by several local underpinning factors,

which make efforts of anti-tobacco mission more challenging.

Governance

One reason of the issue of tobacco smoking in Jordan could be the high influence level and
interloping from tobacco companies in tobacco policymaking (Global Tobacco Index, 2020).
Other reasons include the lack of transparency in disclosure of interactions between tobacco
industry and the Jordanian government and the absence of regulations that stop government
officials and relatives from holding positions in tobacco industry (Global Tobacco Index, 2020).
Moreover, the Jordanian government has not been taking the issue of waterpipe smoking as
serious as cigarette smoking. Despite the alarmingly high popularity of waterpipe smoking in
Jordan among all population segments as well as the accumulated evidence of negative effects of
waterpipe tobacco on health (Jawad, et al., 2016), health warnings were issued for cigarette packs
only (World, Bank, 2019). Several complementary policies will strengthen anti-waterpipe
smoking in the country, such as further restriction on smoking in public places, such as

restaurants and cafes.

Financing

Cigarette prices and associated taxes in Jordan was compared to that in other neighboring

countries. The net-of-tax part of the price in Jordan was very low as compared to some
neighboring countries such as Lebanon and Saudi Arabia (WHO, 2017a). Current waterpipe
tobacco taxation is 21% of the retail price in Jordan compared to 42% in Palestine. Regardless,
the most popular cigarette brands were the cheapest in Jordan (WHO, 2017b) and the fake brands
cigarettes are spreading in Jordan (WHO, 2013) on top of high affordability (World bank, 2019).
In 2017 and 2018, tobacco price increased significantly in Jordan, and tobacco affordability

reduction was high enough, both of which could have led to a decrease in tobacco consumption



in the country (World Bank, 2019). The total price elasticity of cigarette demand in Jordan was
moderately elastic and estimated to be -0.6 (Sweis, et al., 2014). Also, the cigarette excise taxes
in Jordan is considered one of the main revenues in the government. Nonetheless, the price
elasticity estimates suggest that significant increases in tobacco taxes are likely to be effective in
reducing tobacco smoking in Jordan (World Bank, 2019).

Annex 2 demonstrates tobacco affordability in Jordan. To meet 75% targets, Jordan would need
to increase its specific tax from $0.18 to $7.03 per 20g of waterpipe tobacco, resulting in an
average price increase from $2.05 to $11.19 and nearly 16 million fewer waterpipe sessions

(70% reduction) while increasing tax revenue by $43 million (455% increase) annually.

Although most data are available for cigarette smoking, Shepard et al. (2017) suggested that the
supplemental sales tax applies to all tobacco products including waterpipe smoking. As a sales
tax, it can be applied to the full retail price, including waterpipe smoking in cafes (Shepard, et
al., 2017). Several complementary policies will strengthen these gains. Similar to many products
which their maximum prices are regulated in the country, tobacco smoking needs to be included
in these regulations as well. If this applies to tobacco products, the government could promise to
consider requests for increasing the pre-tax price of cigarettes to allow tobacco companies to
maintain their profits despite lower sales. All of these policies support Jordan’s Tobacco Control
Alliance and its participation in the WHO Framework Convention for Tobacco Control (Shepard
et al., 2017). Similarly, taxing the entire spectrum of tobacco products can reduce their use,

prevent switching to less expensive products, and create substantial tax revenues (WHO, 2010).

Shepard et al. (2017) revenue projections were based on legal cigarette sales. The rate of the
proposed sales tax is sufficiently modest that it should not aggravate the amount of illegal
tobacco use. Additionally, if some of the increased revenues were channeled into more strong
enforcement against smuggling, the action could foster a good circle. Lower availability of less
expensive smuggled cigarettes is projected to inspire some smokers to quit and can rise tax
revenues from those who do not quit smoking (Shepard, et al., 2017). Indeed, higher elasticity is

likely to be obtained by introducing/increasing specific excise taxes and concerted efforts to



implement non-price (tax) related WHO FCTC measures, such as cessation programs, bans on

advertisement, and improving public awareness (Ho, et al., 2018).

Jordan has increased cigarette taxes over the years, including early in 2017, but has not
substantially raised taxes on other forms of tobacco use

These findings serve as a strong evidence base for developing and implementing fiscal policies
for tobacco control in the Eastern Mediterranean region that address cigarettes and waterpipe
tobacco products (Chalak et al., 2021). Using panel data sourced from the World Health

Organization (WHO) and the World Bank databases on 24 African countries for the period 2010
to 2016, a percentage increase in tobacco price will reduce the smoking prevalence by between

0.11 to 0.14%, whereas a percentage increase in tobacco tax will reduce smoking prevalence by
between 0.25 to 0.36% (Immurana, Boachie, & Iddrisu, 2021). Table 3 illustrates the tax burden

for cigarettes in Jordan for a pack of 20 cigarettes, in fils.

Delivery

Several laws address tobacco control legislation in Jordan, such as the Public Health Law
47/2008, which addresses ban on tobacco advertising and promotion, smoke-free places, and
display of tobacco products (Ministry of Health, 2008). Other regulations deal with pictorial
health warnings, waterpipe content, as well as packaging and labeling (Jordan Standards and
Metrology Organization, 2000; Jordan Standards and Metrology Organization, 2012a; Jordan
Standards and Metrology Organization, 2014a). The Juvenile Conduct Law (2006) prohibits
selling tobacco to minors (Ministry of Interior, 2006, 2008). Despite all these laws, according to
the Jordanian Ministry of Health (MOH), there are several barriers in implementing these laws in
Jordan resulting in constant violations of the law. For example, a local report by the MOH
claimed that smoking in public places, selling tobacco to minors (Ministry of Health, 2014a), and

serving waterpipe in restaurants and cafes make these violations acceptable diminishing all laws.

Another barrier to enforcing laws is the tobacco industry in Jordan, which has been opposing
tobacco control efforts and inhibiting the execution and implementation of related legislations

(World Health Organization, 2015). Not only that, the tobacco industry has been constantly



making efforts through direct and indirect lobbying such as participation with Jordan Standards
and Metrology Organization to influence ministers and parliamentarians to push for more
tobacco friendly policies (Jordan Restaurant Association, 2017). The tobacco industry utilizes
top stakeholders and policymakers to exert pressure at all levels of the government to prevent
FCTC full implementation and enforcement. Consequently, an increase in tobacco use,
especially waterpipe smoking, was reported recently due to the lobbying with the Jordan

Restaurant Association (Ministry of Health, 2011a, 2011b, 2018). Similarly, waterpipe smoking

is still provided inside cafes and restaurants impeding the implementation of the smoke-free law
in public places as more than 700 places serving waterpipe are licensed in Jordan (Jordan

Restaurant Association, 2017) with much higher number of places that do not have a license.

In 2013, the tobacco industry responded to tax raise on tobacco products by reducing the price of
cigarettes by 25% (World Health Organization, 2015) claiming that lowering the price could
reduce cigarette smuggling, but the truth was to keep cigarettes affordable (Ministry of Health;
World Health Organization, 2015). The tobacco companies in Jordan have been making efforts
to improve their image with the media, community, and government alike (World Health
Organization, 2013). These efforts included donating funds for educational programs and
community-based initiatives (World Health Organization, 2013). According to the Jordanian
Department of Statistics, tobacco industry spent 273,000 JOD in sponsorship and donations in
2015 (Department of Statistics, 2016).

Ultimately, the tobacco industry has been succeeding in delaying the implementations of several
tobacco laws in Jordan. For example, the tobacco companies in Jordan were granted six months
before executing the new pictorial warnings on cigarette packs (Jordan Standards and Metrology
Organization, 2014b). Another example is that the government permitted tobacco companies to
launch designated smoking areas in 2010 as a short transition phase towards the full
implementation of the smoke-free public places law (Prime Ministry of Jordan, 2017), however,
this still ongoing after more than one decade and has created confusion and hence resistance of
smoke-free implementation. All these unjustified delays in enforcing the laws by the government

are partly due to conflict of interest as some of the house of representative members and



ministers have shares in tobacco companies or own restaurants that serve waterpipe (Marag.com,
2014).

Elements to address the problem

Element 1: Increase tobacco taxation and strictly enforce it throughout the country.

One study reported that the increase in tobacco price through taxation is considered vital for
driving success in tobacco smoking reduction and/or prevention (Bader, et al., 2011). This study
also indicated that rising the price of cigarettes through increased taxes has also been successful
in adolescent and youth tobacco smoking and people with low socioeconomic status (Bader, et
al., 2011). The World Bank, in a recent report, reported that increasing prices of cigarettes
decreases affordability taking into consideration that the inflation rate is growing (World Bank,
2019). Similarly, a national study reported that the total price elasticity of cigarette demand in
Jordan was estimated to be -0.6 (Sweis & Chaloupka, 2014). The price elasticity estimates,
according to a recent World Bank report, suggest that significant increases in tobacco taxes are
likely to be effective in reducing tobacco smoking in Jordan (World Bank, 2019).

According to the UNICEF national report in 2017, revenue projections were based on legal
cigarette sales (Shepard et al., 2017). The rate of the proposed sales tax is sufficiently modest
that it should not aggravate the amount of illegal tobacco use. Additionally, this report suggests
that if some of the increased revenues were channeled into more strong enforcement against
smuggling, the action could foster a good circle. Lower availability of less expensive smuggled
cigarettes is projected to inspire some smokers to quit and can rise tax revenues from those who

do not quit smoking (Shepard, et al., 2017).

Yet, a study conducted in Lebanon reported that a 10% rise in taxation on waterpipe tobacco

smoking would decrease the demand on waterpipe tobacco smoking by 14.5% (Jawad, et al.,



2016). A systematic review found that both media campaign and tax increase of $1 per a
cigarette pack will lessen overall smoking prevalence as well as associated mortality (Fishman,
et al., 2005). Another systematic review found that 40% tax-induced cigarette price rise would
decrease smoking prevalence from 21% in 2004 to 15.2% in 2025 with huge improvements in

cumulative life years and quality adjusted life years over two decades (Ahmad & Franz, 2008).

Larger tax rise can maximize these benefits and decrease smoking prevalence (Ahmad and
Franz, 2008; Higashi, et al., 2011). A recent volumetric choice experiment in three EMRs
including Jordan found that the demand for premium waterpipe tobacco was highly elastic in
Lebanon (—1.9), moderately elastic in Jordan (—0.6) and inelastic in Palestine (0.2) (Chalak, et
al., 2021). This study also reported that the cross-price elasticity between waterpipe tobacco and
cigarettes was near zero, suggesting that cigarettes and waterpipe tobacco are not considered to
be close substitutes by smokers. Hence, governments must increase taxes on cigarettes and
waterpipe tobacco separately, and that tax-increase policies will be effective due to the fact that
tobacco smokers are less likely to substitute cigarettes with waterpipe tobacco (Chalak, et al.,
2021). In 2017, the Prime Ministry in Jordan enforced a new law that preventing issuing new
licenses to cafes and restaurants in an attempt to reduce waterpipe smoking (Prime Ministry of
Jordan, 2017).

Although most data are available for cigarette smoking, Shepard, et al (2017) in the UNICEF
report suggest that the supplemental sales tax applies to all tobacco products including waterpipe
smoking. They explained that as a sales tax, it can be applied to the full retail price, including
waterpipe smoking in cafes (Shepard, et al., 2017). Several complementary policies will
strengthen these gains, such as further restriction on smoking in public places including
restaurants. Also, in Jordan, the maximum prices of many products are regulated. If this applies
to tobacco products, the government could promise to consider requests for increasing the pre-
tax price of cigarettes to allow tobacco companies to maintain their profits despite lower sales.
All of these policies, according to the UNICEF report, support Jordan’s Tobacco Control
Alliance and its participation in the WHO Framework Convention for Tobacco Control (Shepard
etal., 2017).



In particular, there are several benefits of increasing taxation of tobacco and enforcing it
throughout the country. First, a single study found that increasing taxes on tobacco products
could benefit youth the most, as the majority of people start to smoke tobacco before the age of
21 years old (Fishman, et al., 2005). Importantly, another study found that younger people seem
to be more price sensitive as younger smokers tend to earn lower salaries and are less reliant on
tobacco, both of which would appear to make them more price responsive (Sweis & Chaloupka,
2014). Nonetheless, a study found that price elasticity estimates show that significant increases
in taxes that raise prices of cigarette can be effective in decreasing cigarette smoking and

associated consequences (Sweis & Chaloupka, 2014).

Moreover, government expenditure on smoking-related diseases could decrease if the tax
increase policy becomes successful. A systematic review found that smoking co-morbidities are
responsible for 1.5 — 6.8 % of the national health system expenditures and 0.22-0.88% of GDP of
a country (Rezaei et al., 2016). However, there might be some harms of implementing and
enforcing tobacco increase taxes. ‘Hard-to-quit” smokers and people with lower socio-economic
status could still prioritize buying smoking packs over other necessary household necessities,
which might impact the quality of life of family members. A single local study (Toukan, 2016)
reported that the Average poorest male cigarette smokers with a monthly income of 100-250 JD
spend 25 times more on cigarettes than on health, 10 times more on cigarettes than on education,
1.5 times more on cigarettes than on food, and 2.5 times more on cigarettes than on housing.

In regards to cost and cost effectiveness, a report about price elasticity estimates by the WHO
suggest that increase in the price of tobacco products through tax increase can reduce smoking
rates in Jordan (World Bank, 2019; WHO, 2019; Sweis & Chaloupka, 2014), thus, government
expenditure on smoking co-morbidities will decrease. Another report by the WHO found that
taxing the entire spectrum of tobacco products can reduce their use, prevent switching to less

expensive products, and create substantial tax revenues (WHO, 2010).

In regards to uncertainty regarding benefits and potential harms, no robust local data about the
benefits and/or potential harm. Available evidence are only from single studies and WHO

reports, which suggest that increased cigarette taxes without a corresponding increase in taxes on



other tobacco products can encourage a substitution, which may result in lost revenue, possibly
with no reduction in consumption (WHO, 2010). Additionally, Black market, illicit cigarette
trade, fake cigarettes, E-cigarettes, or other types of cheap drugs could be a satisfactory, yet risky
alternative. About 46% of all cigarettes sold in Jordan in 2012 are illicit smuggled cigarettes (El-
El-Khushman, et al., 2008). Importantly, WHO reports found that people might switch to
cheaper brands as it was documented that the most popular cigarette brands were the cheapest in
Jordan (WHO, 2017; 2019).

Stakeholders also had views in this matter. Princess Dina Mered [president of the Union for
international cancer control] said: “we need to impose more taxes on the price of cigarettes and
protect our children from tobacco companies (Shafey, et al., 2005). Also, Dr. Abeer Mwaswas
[Director of the department of MOH awareness and health communication] said: “lots of
measures depend on other ministries such as trade, justice, or finance” (Tobacco control in
Jordan, 2019). Importantly, Philip Morris International said: “we were forced to reduce the price

of cigarettes in Jordan to address the serious problem of illicit smuggled cigarettes”.

Element 1
Category Selected Option/Element:
increase tobacco taxation and strictly enforce it throughout the
country.
Benefits e A systematic review found that government expenditure

on smoking-related diseases could decrease if the tax
increase policy becomes successful (Rezaei et al., 2016).

e Asingle study from 24 African countires found that a
percentage increase in tobacco price will reduce the
smoking prevalence by between 0.11 to 0.14%, whereas a
percentage increase in tobacco tax will reduce smoking
prevalence by between 0.25 to 0.36% (Immurana,
Boachie, & lddrisu, 2021)




Category

Selected Option/Element:

increase tobacco taxation and strictly enforce it throughout the

country.

Increasing taxes on tobacco products could benefit youth
the most, as the majority of people start to smoke tobacco
before the age of 21 years old (Fishman, et al., 2005).

A single study found that younger people seem to be more
price sensitive as younger smokers tend to earn lower
salaries and are less reliant on tobacco, both of which
would appear to make them more price responsive (Sweis
& Chaloupka, 2014). Nonetheless, this study found that
price elasticity estimates show that significant increases in
taxes that raise prices of cigarette can be effective in
decreasing cigarette smoking and associated consequences
(Sweis & Chaloupka, 2014).

A systematic review concludes that government
expenditure on smoking-related diseases could decrease if
the tax increase policy becomes successful. This
systematic review found that smoking co-morbidities are
responsible for 1.5 — 6.8 % of the national health system
expenditures and 0.22-0.88% of GDP of a country
(Rezaeil, Akbari, Mohammad Arab, Reza Majdzadeh,
Asghar Mohammad & Poorasl, 2016).

Potential harms

Cost

and/ or cost
effectiveness in
relation to the

status quo

Several single studies and WHO reports found that the
price elasticity estimates suggest that increase in the price
of tobacco products through tax increase can reduce
smoking rates in Jordan (Nakkash, et al., 2022; WHB,
2019; WHO, 2019; Sweis & Chaloupka, 2014), thus,

government expenditure on smoking co-morbidities will




Category

Selected Option/Element:
increase tobacco taxation and strictly enforce it throughout the

country.

decrease. Also, at the individual level, smokers who are
expected to quit after the price increase can save money
and utilize it in more important aspects.

The WHO report showed that the net-of-tax part of the
price in Jordan was very low as compared to some
neighboring countries (WHO, 2017a).

Current waterpipe tobacco taxation is 21% of the retail
price in Jordan compared to 42% in Palestine.

The WHO reports and World Bank indicators showed that
the most popular cigarette brands were the cheapest in
Jordan (WHO, 2017b) and the fake brands cigarettes are
spreading in Jordan (WHO, 2013) on top of high
affordability (World bank, 2019).

The World Bank indicators In 2017 and 2018
demonstrated that tobacco price increased significantly in
Jordan, and tobacco affordability reduction was high
enough, both of which could have led to a decrease in

tobacco consumption in the country (World Bank, 2019).

Uncertainty
regarding
benefits and

potential harms

Uncertainty regarding benefits and potential harms were
not reported clearly by the evidence




Category Selected Option/Element:

increase tobacco taxation and strictly enforce it throughout the

country.
Stakeholders’ e According to Tobacco Atlas, Princess Dina Mered
views [president of the Union for international cancer control]

said: “we need to impose more taxes on the price of
cigarettes and protect our children from tobacco
companies (Shafey, et al., 2005).

e Philip Morris International said: “we were forced to
reduce the price of cigarettes in Jordan to address the

serious problem of illicit smuggled cigarettes”.

Equity e Equity considerations was not reported by the evidence
considerations

Element 2: Implement smoking cessation interventions in order to support clients who will
stop smoking after tax rise.

This initiative is promising in increasing attempts to quit smoking, treatment use, and rates of
successful quitting (Fiore, et al., 2008). This option is related to the first element of tax increase.
Once people who smoke can no longer afford cigarettes or waterpipe smoking, they have an
option to quit, thus need professional smoking cessation counselling along with adequate related
resources such as medications- to make the process of quitting more successful and avoid
relapse. Similarly, medical insurance coverages that reimburse tobacco cessation interventions
may increase the possibility that physicians will intervene with smokers and provide
comprehensive counseling (McAfee, et al., 2015). Similarly, the National Center for Chronic
Disease Prevention and Health Promotion office reported that among established tobacco
smokers, cessation leads to a substantial reduction in risk, with the largest reductions among
individuals who stop smoking before age 40 years (National Center for Chronic Disease

Prevention and Health Promotion, 2014).



Moreover, a local policy analysis showed that for a treatment cohort of 527,118 Jordanian male
smokers who intended to quit, 103,970 life years were gained using the varenicline regimen,
while 64,030 life years were gained using the NRT regimen as compared to the control group of
life years. The cost per life year gained was $1696 USD for varenicline and $1890 USD for NRT
(Mada’een et al., 2020).

Furthermore, NRT, brief advice, and behavioral counseling can be effective in helping smoking
cessation in low- and middle-income countries (Akanbi, et al, 2019). Yet, there is still limited
rigorous research on other tobacco smoking cessation interventions in these countries (Akanbi, et
al, 2019). This is particularly vital in Jordan, where only 20% of smokers reported receiving
medical advice to quit smoking, and approximately 63% had tried to quit but failed (Jaghbir, et
al., 2014). In fact, nurses and physicians in Jordan do not usually recognize the addictive aspect
of smoking and did not receive formal training on tobacco cessation counseling (Shishani, et al.,
2008). Regulations should address waterpipe tobacco smoking in relation to all articles of the
FCTC and should also be informed by best available research evidence in Jordan assessing
interventions designed to decrease waterpipe smoking (Nakkash, et al., 2022).

Element 2
Category Selected Option/Element:
implement supportive measures to taxation in order to support
clients who will stop smoking.
Benefits e A guideline update reported that increasing attempts to

quit smoking, treatment use, and rates of successful
quitting (Fiore, et al., 2008).

e Asingle study reported that medical insurance coverages
that reimburse tobacco cessation interventions may
increase the possibility that physicians will intervene with
smokers and provide comprehensive counseling (McAfee,
etal., 2015).

e The National Center for Chronic Disease Prevention and
Health Promotion office reported that among established

tobacco smokers, cessation leads to a substantial reduction




Category

Selected Option/Element:
implement supportive measures to taxation in order to support

clients who will stop smoking.

in risk, with the largest reductions among individuals who
stop smoking before age 40 years (National Center for
Chronic Disease Prevention and Health Promotion, 2014).
A single study in Jordan reported that for a treatment
cohort of 527,118 Jordanian male smokers who intended
to quit, 103,970 life years were gained using the
varenicline regimen, while 64,030 life years were gained
using the NRT regimen as compared to the control group
of life years. The cost per life year gained was $1696
USD for varenicline and $1890 USD for NRT (Mada’een
et al., 2020).

A meta-analysis showed that NRT, brief advice, and
behavioral counseling can be effective in helping smoking
cessation in low- and middle-income countries (Akanbi, et
al, 2019).

Potential harms

A single study found that about 46% of all cigarettes sold
in Jordan in 2012 are illicit smuggled cigarettes (El- El-
Khushman, et al., 2008).

WHO reports found that people might switch to cheaper
brands as it was documented that the most popular
cigarette brands were the cheapest in Jordan (WHO, 2017,
2019).

Cost

Cost effectiveness was not reported by the evidence

Uncertainty
regarding
benefits and

potential harms

A systematic review and meta-analysis reported that there

is still limited rigorous research on other tobacco smoking




Category Selected Option/Element:
implement supportive measures to taxation in order to support

clients who will stop smoking.

element were cessation interventions in these countries (Akanbi, et al,
pursued) 2019).

e Asingle regional study found that regulations should
address waterpipe tobacco smoking in relation to all
articles of the FCTC and should also be informed by best
available research evidence in Jordan assessing
interventions designed to decrease waterpipe smoking
(Nakkash, et al., 2022).

Stakeholders’ N/A

views

Equity e A meta analysis and systematic review demonstrated that
considerations NRT, brief advice, and behavioral counseling can be

effective in helping smoking cessation in low- and
middle-income countries (Akanbi, et al, 2019).

Implementation Considerations

Several implementation considerations are required at multiple levels (citizen, organization, and
systems) to effectively develop and enforce a policy to increase tax on cigarette and waterpipe
smoking products in Jordan. Barriers to implementing such policy can be overcome at several
levels.

Below is the list of some of the most important implementation considerations:

e The WHO fact sheet in 2015 showed that the tobacco industry in Jordan has been
opposing tobacco control efforts and inhibiting the execution and implementation of
related legislations (World Health Organization, 2015) and making efforts through direct



and indirect lobbying such as participation with Jordan Standards and Metrology
Organization to influence ministers and parliamentarians to push for more tobacco
friendly policies (Jordan Restaurant Association, 2017).

The tobacco industry utilizes top stakeholders and policymakers to exert pressure at all
levels of the government to prevent FCTC full implementation and enforcement.

The MOH letter in Jordan reported that an increase in tobacco use, especially waterpipe
smoking, was reported recently due to the lobbying with the Jordan Restaurant
Association (Ministry of Health, 2011a, 2011b, 2018).

The Jordan Restaurant Association published a law including that waterpipe smoking is
still provided inside cafes and restaurants impeding the implementation of the smoke-free
law in public places as more than 700 places serving waterpipe are licensed in Jordan
(Jordan Restaurant Association, 2017) with much higher number of places that do not
have a license.

According to the WHO fact sheet in 2013, the tobacco industry responded to tax raise on
tobacco products by reducing the price of cigarettes by 25% (World Health Organization,
2015) claiming that lowering the price could reduce cigarette smuggling, but the truth
was to keep cigarettes affordable (Ministry of Health; World Health Organization, 2015).
The WHO report demonstrated that the tobacco companies in Jordan have been making
efforts to improve their image with the media, community, and government alike (World
Health Organization, 2013).

A single study by Toukan (2016) reported that the Average poorest male cigarette
smokers with a monthly income of 100-250 JD spend 25 times more on cigarettes than on
health, 10 times more on cigarettes than on education, 1.5 times more on cigarettes than
on food, and 2.5 times more on cigarettes than on housing.

A single study found that Black market, illicit cigarette trade, fake cigarettes, E-
cigarettes, or other types of cheap drugs could be a satisfactory, yet risky alternative.
About 46% of all cigarettes sold in Jordan in 2012 are illicit smuggled cigarettes (EI-
Khashman, et al., 2008).

The WHO reports reported that people might switch to cheaper brands as it was
documented that the most popular cigarette brands were the cheapest in Jordan (WHO,
2017; 2019).



e Asingle study in Jordan reported that only 20% of smokers reported receiving medical

advice to quit smoking, and approximately 63% had tried to quit but failed (Jaghbir, et

al., 2014).

e Asingle study in Jordan reported that nurses and physicians in Jordan do not usually

recognize the addictive aspect of smoking and did not receive formal training on tobacco

cessation counseling (Shishani, et al., 2008).

Table 2 below demonstrates the potential barriers that could influence the successful

implementation of these policies or programmatic options/elements as well as the

counterstrategies to overcome these barriers.

Level

Barriers

Counterstrategies

Individual/Family

level

1. Smokers’ affordability to buy
cigarettes after tax increase is
affected by changes in household
income (WHO FCTC, 2014).

2. Some behavioral changes that
people who smoke could do as a
result of higher tobacco taxes, hence
muting the impact of raise:

» Converting into cheaper and
less taxed brands

» Using more price-reducing
promotions (coupons and
special offers) offered by
tobacco companies.

» Purchasing larger amounts of
tobacco for multipack
discounts

» Buying black-market
cigarettes (Goldman, 2016).

1. When increasing taxes annually,
there is a need to take into account the
changes in household income to make
sure affordability decreases and thus
quit rates increase (WHO FCTC,
2014).

2. Tobacco cessation programs to
decrease rates of smoking and motivate
smokers to quit (National Center for
Chronic Disease Prevention and Health
Promotion (US) Office, 2014). Raising
tobacco taxes can decrease tobacco
smoking in the Eastern Mediterranean
region (chalak, et al., 2021; Immurana,
Boachie, & lddrisu, 2021).

3. The subsequent increase in tobacco

tax revenues would also be



Organization
(MOH, MOF, tax
income, tobacco

companies

3. Basic family necessities and
priorities (food, etc..) can be affected
especially if smokers continue to
buy high price tobacco products
(Cancer Council NSW, 2016).

1. If price increase and hence
affordability decrease, the
government revenue of tobacco

might be affected.

2. Increase in illicit tobacco trade as
an alternative product for the taxed
tobacco, which leaves the increase in
taxes meaningless (WHO, 2013).

3. Since the ratification of the FCTC
treaty in 2004 Jordan has shown
evidence of some regulation of
tobacco companies interactions,
however, the index score shows that
the level of industry interference is
high (Al-Zawawi, 2019).

4. Tobacco companies might search
for solutions to the customers such
as a reduction in the original price of
tobacco products in Jordan to
compensate for lower purchase.

5. Other possible alternatives by the
tobacco companies are to reduce

size of cigarettes, or producing, low

instrumental in covering expenditures
related to such tobacco prevention and
control programs (Ho, et al., 2018).

4. Strong enforcement against
smuggling (Schréder D., Bota G., &
Sierra MM., 2021, West R., 2008).

1. Search for alternatives to
compensate government loss in
revenue from taxed tobacco products.
2. Banning sponsorship and social
responsibilities activities of the tobacco
industry (Al-Zawawi, 2019).

3. Provide transparency (Al-Zawawi,
2019).

4. Limit their interaction with
governmental employees (Al-Zawawi,
2019).

5. Forces employees to disclose all
meetings and necessary interactions
with the industry (Al-Zawawi, 2019).
6. Prohibit all governmental
representatives from accepting
gifts/support from the industry (Al-
Zawawi, 2019).

7. Prohibit tobacco industry from
participation in policy level decisions
(Al-Zawawi, 2019).

8. Prohibits government

representatives from



System

quality cigarettes both of which
force the customer to buy even more
cigarettes (National Center for
Chronic Disease Prevention and
Health Promotion (US) Office on
Smoking and Health (2012).

1. The main causes for the tobacco
industry and their front groups
influences are the lack of laws or
regulations that limit such
interferences (Al-Zawawi, 2019).

2. Stakeholders’ Lobbyists of
tobacco companies can exert
pressure on the government to
reduce tax after the increase to not
enforce policies of tax increase on
tobacco products (MOH &WHO,
2015; Jordan Standards and
Metrology Organization, 2012b;
Ministry of Health, 2014b; Global
Tobacco Index, 2020).

3. Increase in illicit tobacco trade as
an alternative product for the taxed
tobacco, which leaves the increase in
taxes meaningless (WHO, 2013).

4. Smuggling will increase.

endorsing/supporting tobacco industry
initiatives (Al-Zawawi, 2019).

1. Tobacco control policies need to be
strictly enforced and monitored closely
to ensure sustainability.

2. To reduce waterpipe smoking, no
new licenses were issued to cafes and
restaurants since 2017 in Jordan (Prime
Ministry of Jordan, 2017).

3. Effective policies to counteract
tobacco smuggling and other types of
illicit tobacco should be enforced in
parallel with tax increase on tobacco
products in order to eliminate illicit
trade in tobacco products (World Bank
Group, 2019).

4. Excise rates for cigarettes, water-
pipe tobacco, and other tobacco
products should be annually increased
by at least 20% to ensure tobacco
affordability reduction (World Bank
Group, 2019).

5. Tobacco use surveillance and
monitoring should be further
strengthened in Jordan, including a

regular collection and public



presentation of information on sales of
cigarettes and other tobacco products,
their prices as well as other economic
indicators (World Bank Group, 2019).
6. Effective policies to counteract
tobacco smuggling and other kinds of
illicit tobacco sales should be
implemented in line with the provisions
of the FCTC Protocol to Eliminate
[licit Trade in Tobacco Products,
which is recommended to be ratified by
the country (World Bank Group, 2019).
7. Higher elasticity is likely to be
obtained by introducing/increasing
specific excise taxes and concerted
efforts to implement non-price (tax)
related WHO FCTC measures, such as
cessation programs, bans on
advertisement, and improving public
awareness (Ho, et a., 2018).

8. Actions to prevent smuggling need

to be developed.

Next Steps

This Policy Brief aims at nurture dialogue informed by the best available national, regional, and
international evidence. The intention is not to advocate specific policy elements or close off
discussion. Further actions will flow from the deliberations that the policy brief is intended to
inform. These may include:

Discussion and debate, if necessary, among stakeholders and policymakers regarding the policy

elements described in this Policy Brief.



> Refining elements through integrating, revising or removing some components in this Policy
Brief.

» Gaining political support is critical to initiate the required changes, which will necessitate
presenting evidence to support implementation of Article 5.3 guidelines, advocacy to obtain
grassroots support
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Annex 1: Tobacco Expenditure and Consumption in Jordan: Household Surveys Data

2002- 2006 2008 2010 2013
2003
Average annual household member 34,8 47,1 60,3 78,9 94,8
expenditure on tobacco and
cigarettes (in JD)
Average annual tobacco consumption 52 55 62 66
per household member (in cigarette
packs)
Average annual current income of 99,5 1083,7 | 1350,5 | 1660,2 | 1857,2
household member (in JD)
No of household members 5003251 | 5418932 | 5836892 | 6027943 | 6247808
Total tobacco consumption (million 5203 6421 7475 8247
cigarettes)
Total tobacco expenditure (in million 174 352 481 602
JD)
Average calculated price of a 20- 0.7 1.1 1.3 1.4
cigarettes pack
Annex 2: Tobacco Affordability in Jordan

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
CPI®, tobacco | 100,7 | 112,1 | 102,9 | 101,4 | 90,4 | 115,0 | 103,5 | 103,2 | 107,9 | 114,7
and cigarettes
CPI, all items 99,3 |104,8 | 104,2 |104,5]104,8 1029 | 99,1 | 99,2 | 103,3 | 104,5
GDP annual 100,4 | 97,2 | 97,3 | 97,3 | 97,7 | 985 [101,5| 98.8 | 99,4 | 101,2
growth
Tobacco -10 | 91 | -15 | 02 | 133 |-118| -28 | -50 | -48 | -7,8
Affordability
Index*

*% of GDP per capita required to purchase 2000 cigarette of the most sold brand

$ Consumer Price Index

Table 1: The tax burden for cigarettes in Jordan for a pack of 20 cigarettes, in Fils

(1JD=1000fils)




2013 2014 2018
Net-of tax price 500 500 500
Specific excise 320 420 570
Ad valorem excise (102%b) 510
Tiered specific excise 653 809
VAT, 16% 133 172 221
Total tax 963 1245 1600
Final retail price 1463 1745 2100
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Executive summary

The current policy brief discusses the problem of the economic burden of tobacco smoking
in Palestine. The policy brief provides empirical evidence on the size of the problem, underlying
causes of the problem, elements to address the problem as well as barriers of implementation and
counter strategies to overcome these barriers. There is a serious gap in the tobacco literature in
Palestine in general. Moreover, there is no literature that attempted to estimate the economic
burden associated with tobacco smoking in Palestine. The bulk of the empirical evidence used in
this policy brief is based on other countries experiences in tobacco smoking and control policies
used to reduce the prevalence of tobacco smoking. We argue that in order to reduce the overall
economic burden of tobacco smoking, policymakers shall implement policies that seek to reduce
the prevalence of tobacco smoking. Such tobacco control policies include tax increase; improving
consumer education towards the harmful impact of smoking; the use of warning labels; restrictions
on tobacco smoking in public spaces; bans on advertising, and promotion and smoking cessation
programs. A cost-benefit analysis of the most feasible elements in the Palestinian context is

provided.



Key messages
What is the problem?

The prevalence of tobacco smoking in Palestine has increased in the last decade by about

2%. Moreover, the prevalence of waterpipe smoking amongst women has more than doubled.

Exposure to tobacco smoking is highly associated with high morbidities and high economic

burden. Spending on tobacco in addition to the associated health costs may crowd out other

expenditures on basic needs.

What do we know about the main elements of an approach to addressing the problem?

Element 1: Increasing price through taxation of tobacco (cigarettes and waterpipe) products.

Increasing tobacco prices through taxation would reduce demand for tobacco products.
Hence, income available for other goods and services or allocated to savings will be higher.
A tax increase would have a long-terms health impact: prevent deaths and reduce
associated healthcare costs.

Effective taxation would generate additional revenues to the government. These revenues
can be used to support other health programs such as UHC.

For those who would continue on smoking at the same rate before the tax increase (because
tobacco for them is a basic need), the economic burden of tobacco would further increase.

Tax increase would reduce domestic sales of tobacco industry. Hence a decrease in the

labor force working in the tobacco industry.
Tax increase may further incentivize smuggling (illegal purchase of tobacco products).
Enhance the substitution between tobacco products.

The positive impact of taxation including income revenues at the household level and lives
saved as well as the additional government revenues would exceed the negative impact
including the reduction in the sales of local producers.

Immediate taxation is better for individuals while other policies which start by

intervention programs and ends with tax change are better for the government.

Also, at least one study shows that in the presence of uncontrolled smuggling, tobacco tax

policies might not be effective.



Price/tax increases had the most positive equity impact (i.e., they yield a larger reduction
in smoking prevalence and consumption among the lower SES groups). The poor
households would benefit more than the richer from reducing tobacco consumption. Their
welfare will be higher as they would have a higher disposable income. This is because
cigarette consumption is concentrated amongst the poor who are more sensitive to price
changes as compared to richer households.

Increasing tobacco prices have a great effect on lowering the youth use of cigarettes.

Element 2: Using warning labels on cigarettes packs and waterpipe products.

Using large graphical warnings is more effective in smoking cessation as compared to text

warnings.

Cigarette-stick warning which describe the economic cost of smoking is more effective in

reducing the prevalence of smoking as compared to standard packaging warnings.

At the individual level, using warning labels make people feel anxious, disgusted and avoid

consuming some cigarettes packs with particular warning.

Health warning on cigarettes packs have a long term impact in reducing the prevalence of

tobacco smoking.

The use of graphical warning on cigarettes packs is a low-cost way to reduce the prevalence

of tobacco smoking.

Using warnings on tobacco products might not be effective in reducing smoking prevalence
when warnings do not comply with WHO FCTC regulations.

Element 3: Prohibition of smoking in public places.

Complete smoking ban would significantly reduce the number of tobacco-attributable

disease.

Banning smoking in public spaces would improve the quality of life due to clean indoor

air interventions.



e Minors’ exposure to second-hand smoking in public is very high. In the absence of
effective laws and legislation, this may increase the prevalence of smoking among the

youth.

Element 4: Increasing awareness among students.

e Public and mass-media campaigns about the health risks associated with tobacco smoking,
especially among young people, would help reduce the prevalence of smoking or cessation
attempts.

e Media campaigns shall use specific (graphical) messages that might be effective in

increasing the incentives of quitting smoking but such campaigns might be expensive.

Implementation consideration
In order to effectively implement tobacco control policies that seek to reduce the economic
burden of tobacco smoking via reducing smoking prevalence, a variety of barriers and counter

strategies shall be highlighted.



K2P policy brief: Full report

Problem Statement

The prevalence of tobacco smoking in Palestine has increased in the last decade from
20.2% in 2011 to about 22% in 2019 (WHO, 2019). This rate is slightly higher than the global
average where 20 of every 100 adults smoke tobacco. Moreover, the prevalence of tobacco
smoking, particularly waterpipe smoking, amongst women has increased from 2.6% in 2011
(WHO, 2011) to 7% in 2019 (WHO, 2019). Indeed, tobacco smoking is shown to be one of the
leading causes of morbidity (such as lung cancer, heart diseases, etc.) and mortality worldwide
(West, 2017). In Palestine, lung cancer occupied the first rank of all cancer cases among men
(17.3%) and the fourth among women (5.1%) (PCBS & MOH, 2012). Turning to the economic
impact, with cigarette prices in Palestine being considered as one of the highest as compared to
other countries in the region, spending on tobacco and the associated healthcare expenditures could
crowd out other expenditures including basic needs. The persistent high prevalence and
expenditure of tobacco smoking can be attributed to different factors including, the absence of

effective tobacco control policies, low sensitivity to price changes, and smuggling.

Size of the problem

The prevalence of tobacco smoking ranges from about 4% to 24% in low-income countries
and from about 3% to 45% in high-income countries (Nazir et al., 2019). In Palestine, a lower-
middle income country, nearly 22 of every 100 adults currently smoke tobacco products. It is worth
noting that, in Palestine, the prevalence of cigarette and waterpipe smoking is higher among men
(Nakkash et al. 2022). Moreover, females’ smokers are more likely to smoke waterpipe products
as compared to cigarettes. Empirical evidence shows that the prevalence of cigarette and waterpipe
smoking among men is 53.4% and 18.0% while the prevalence of cigarette and waterpipe smoking
among women is 3.1% and 7.9% (Nakkash et al. 2022). According to age groups, the prevalence
of smoking is relatively high among adolescents aged 10-19 years old in the West Bank (13.7%)
(Veeranki et al., 2016). Moreover, the bulk of smokers (about 74%) usually started smoking at
young age <18 years (Abu Seir at al. 2020).

Exposure to tobacco smoking is highly associated with high morbidities, high economic

burden as well as high environmental burden. Tobacco smoking increases the risk of chronic



diseases such as lung cancer, heart diseases, chronic bronchitis and other diseases (Reddy 2021;
Parascandola 2019; Gao et al., 2017; Doll, 2004). In addition, tobacco smoking leads to about 6
million premature deaths around the World (West, 2017). In Palestine, the expected lifetime of
heavy smokers is about 5 years less than that of ex-smokers and about 7 years less than the life
expectancy of nonsmokers (Brennum-Hansen et al., 2018). Recent estimates show that lung cancer
is the 2" most commonly diagnosed type of cancer among men (6.6%) and the 10" among women
(1.3%) in Palestine in 2020 (MoH, 2021). Moreover, lung cancer was the major cause of cancer-
related deaths in the same year (18.8%).

Treatment of tobacco-related illnesses is very expensive, thus indirectly increases the
economic burden of tobacco. The overall burden of chronic diseases including tobacco-related
illnesses is increasing worldwide. This problem will be more prominent in the context where
households would incur the bulk of health expenditures particularly in the absence of an effective
health insurance program. Furthermore, illnesses related to tobacco smoking could have negative
effects on labor productivity through either increasing unemployment, or decreasing the number
of working days, or decreasing employees’ performance (Hernandez et al. 2021; Rizzo 2001).
Empirical evidence shows that the average economic burden for lost productivity due to smoking
is $4430 per year for smokers as compared to $2623 for nonsmokers (Bunn et al. 2006).

Moreover, tobacco expenditure is expected to have a remarkable impact on smokers’
budget. In Palestine, available nationally representative data shows that the share of tobacco
expenditure of households’ total expenditure exceeds the share of expenditure on some necessary
goods and services such as health expenditures (about 9% for tobacco expenditure vs. 4% for
health expenditure)®. As a result, spending on tobacco may crowd out other expenditures on basic
needs (e.g., John et al., 2012). Available global empirical evidence shows that tobacco products
and food are substitutes. For example, a one percent decrease in tobacco prices will increase
tobacco consumption and reduce food consumption by about 0.14-0.55 percent (e.g., John et al.,
2012; Wang et al., 2006; Busch et al., 2004). Empirical evidence also shows that the crowding out
effect is more prominent among low-income groups of households (John et al., 2012; Busch et al.,

2004). Lastly, with the increasing prevalence rate among younger generation, which comprises the

3 These are authors calculations based on the Palestinian Expenditure and Consumption (PECS) surveys.



bulk of the population, the future economic and health burden of tobacco smoking is expected to

be very high.

Underlying causes of the problem

Governance arrangement

At the governance level, the Palestinian government is not committed yet to the WHO
framework convention on tobacco control (FCTC). It is worth noting that the main purpose of the
WHO FCTC is to provide protection against the harmful consequences of tobacco smoking and
exposure from smoking (WHO FCTC article 3). Commitment to the WHO FCTC is supposed to
reduce prevalence of tobacco smoking, hence the associated health, economics, social and
environmental devastating consequences. For instance, empirical evidence that assesses tobacco
control plans in the Eastern Mediterranean countries show that the implementation of tobacco
control policies can indeed lead to significant reduction in smoking prevalence (Heydari et al.,
2014; Usmanova and Mokdad, 2013).

Although Palestine is not committed to the WHO FCTC, there are some laws and
regulations concerning tobacco control that have been implemented by the Palestinian
government. However, these laws are very limited and even restricted to banning only cigarette
smoking in public places and using simple health warnings on tobacco packages (WHO, 2015b,
2018). Further, in the public health law (no. 20, 2004), there was one general article (no. 44)
regarding smoking which states that “The ministry should take the suitable measures to limit the
harm created by the spread of smoking.” (Palestinian Legislative Council 2005). Empirical
evidence shows that Palestine is performing very well in terms of smoke-free policies as compared
to other countries in the region (Heydari et al. 2014; Usmanova and Mokdad 2013). Yet the
application and control of these policies in public spaces is very limited.

Moreover, it is illegal to sell cigarettes to children under the age of 18, sell cigarettes
individually, and advertising and promoting tobacco on television or in the media (Abu shomar wt
al., 2014). Unfortunately, these laws are not enforced (Maraga et al., 2020). In addition, warning
on the dangers of tobacco are restricted to some sentences describing the harmful effects of tobacco
on health without using any photos (WHO, 2018).

In terms of collaboration between stakeholders, there is poor collaboration of the different

stakeholders (policymakers, academics, media and community) to discourage tobacco use through



different campaigns that are supported by the government, the media which guides the community
perceptions toward the implementation of policy, corporate social responsibility, and health
education. In addition, there is a very limited government budget to support tobacco control
programs where government budget allocated to such programs has not exceed $40 000 (WHO,
2018).

Turning to the issue of illegal purchase of tobacco products, there is a poor control of
smuggling which increases the consumption of tobacco products particularly among young people
and low-income individuals. Also smuggling may lead local tobacco retailers to sell tobacco to
young people less than 18 years of age (Joossens and Raw, 1998).

Financial arrangement

At the financial level, the prices of cigarettes are already high in Palestine (WHO, 2011).
The cigarettes tax structure is a specific excise rate of 35.9%, Ad valorem excise rate of 33.8%,
and a VAT rate of 13.8% (WHO, 2019). Higher taxation in Palestine did not result in a decrease
in smoking prevalence during the last decade as shown in the outset. Moreover, high tobacco prices
coupled with inelastic demand, particularly for waterpipe products* would increase the economic
burden of tobacco smoking at the household level.

Regarding the health insurance system in Palestine, coverage of health care services and
health care costs is still limited although the share of insured households is relatively high (Abu-
Zaineh et al., 2020). According to the latest data available from the national health accounts, the
share of out-of-pocket expenditure is about 40% (PCBS and MOH, 2020). This indicates that
health insurance coverage is rather ineffective and that households will foot the bill of the tobacco-
related disease burden.

Other factors

Of course, there are other causes contributing to the high prevalence of tobacco smoking
and the associated economic burden. These include, inter alia, psychological factors as well as
parental and cultural influence. Psychological factors have shown to increase the prevalence and
consumption of tobacco smoking (Uniibol and Sayar 2019). These factors include depression,
absence of self-confidence, experiencing traumatic life events, anxiety, and difficulty in expressing
emotions (Uniibol and Sayar 2019; Habibi et al. 2018; Fu et al. 2007; Thorberg et al. 2006). In

4 An estimation of elasticities of different tobacco products for both men and women is calculated by the authors based
on a sample that has been prepared within the economics of waterpipe projects.



Palestine, there is a gap in the smoking related literature in general. Particularly, there are no
studies that attempt to assess the possible association between psychological factors and smoking.
It is though expected that, for instance, depression resulted from the general unstable political
situation to be a main driver of not only of smoking but also of the high rates of cigarettes
consumption in Palestine. Turning to the issue of cultural and parental influence, empirical
evidence shows that the interaction with other smokers (friends and family members) is highly
associated with smoking uptake particularly among the young segment of the population
(Lochbuehler et al. 2016; Leonardi-Bee et al. 2011). This indicates that exposure to second-hand
smoking is one factor that increases the prevalence of tobacco smoking. Accordingly, if more than
one member in the households are smokers, then the economic burden would be high. Also of
interest that culture has influence on the choice of tobacco product (cigarettes and waterpipe)
especially among women. Empirical evidence shows that women tend to choose waterpipe over
cigarettes as a more acceptable and less risky form of smoking (Salloum et al. 2017; Afifi et al.
2013). This explains the high prevalence of waterpipe smoking amongst Palestinian women as

mentioned above.



Elements to address the problem

To reduce the overall economic burden of tobacco smoking, policymakers shall implement
policies that seek to reduce the prevalence of tobacco smoking. Such tobacco control policies
include tax increase; improving consumer education; the use of warning labels; restrictions on
tobacco smoking in public spaces; bans on advertising and promotion and smoking cessation
programs (Glasser and Robert, 2021; Bamir et al., 2020; Leao et al., 2018). Below is a detailed
analysis of the costs and the benefits associated with the main control policies that deemed to be
feasible in the context of Palestine. Table 1 summarized the main elements to address the problem.

Table 1: Elements to address the problem of the economic burden associated with
tobacco smoking
Option/Element 1 Increasing price through taxation of tobacco (cigarettes and
waterpipe) products.
Option/Element 2 Using warning labels on cigarettes packs and waterpipe products.
Option/Element 3 Prohibition of smoking in public places.

Option/Element 4 Increasing awareness among students.

Element 1: Taxation

Two studies show that increasing tobacco prices through taxation is the most effective
policy tool to reduce the prevalence of tobacco smoking (Salti et al., 2016; Chaloupka et al., 2011).
Although increase in taxation may help reduce the prevalence of tobacco smoking and hence the
associated economic burden, such a policy may be associated with potential harms and costs at
both the micro- and macro-economic levels. The cost-benefit analysis of tobacco taxation is
summarized in Table 2.

In terms of associated benefits, empirical evidence shows the existence of different benefits
at the micro level (mainly health and economic benefits) and the macro level (at the government
level). For instance, three systematic reviews and two single studies show that increasing tobacco
prices through taxation would reduce demand for tobacco products. Hence, income available for
other goods and services or allocated to savings will be higher (e.g., Ledo et al., 2018;
Prasetyoputra & Irianti, 2014; CDHS, 2012; Ciapponi, 2011; Hu and Mao, 2002). In terms of the

health impact, two systematic reviews show that a tax increase would have a long-terms health



impact as it prevents deaths and reduces healthcare costs associated to tobacco-related diseases
(e.g., Ciapponi, 2011; Hoffman and Tan, 2015). Moreover, one single study shows that effective
taxation would generate additional revenues to the government (e.g., Chaloupka et al., 2012).
These revenues can be used to support other health programs such as UHC.

In terms of the potential harms, similarly a tax increase may have adverse consequences at
both the micro- and macro-levels. At the micro level, one single study shows that for those who
would continue on smoking at the same rate before the tax increase (because tobacco for them is
a basic need or tobacco consumption is inelastic), the economic burden of tobacco would further
increase (Santoso & Erlando, 2020). At the macro level, one systematic review and one single
study show that a tax increase would reduce domestic sales of tobacco industry, hence results in a
decrease in the labor force working in the tobacco industry (e.g., Mckay et al., 2015; Delipalla
2009). Furthermore, one systematic review shows that a tax increase may further incentivize illegal
purchase of tobacco products — smuggling (e.g., Brown et al., 2014). Also of interest that an
increase in the taxation on a specific tobacco product would enhance the substitution between
tobacco products where smokers tend to switch to cheaper tobacco products (Jawad et al., 2016).
The substitution between tobacco products is a function of the own-price elasticity of each product
as well as cross-price elasticity among products. One single study shows that the demand for both
premium and discount cigarettes is elastic in Palestine where the own price elasticities were -1.04
and -1.21, respectively (Chalak et al. 2021). The study also shows that premium and discount tend
to be complements in Palestine with cross-price elasticity of -0.64. A substitution effect was,
however, found between some cigarettes and waterpipe products. For example, the cross-price
elasticity between premium cigarettes and premium waterpipe was 0.29. These results together
may imply that smokers would reduce their consumption of cigarettes following a tax increase
(own-price elasticity >1) and switch to waterpipe products (cross-price elasticity >0). Accordingly,
in order to reduce the prevalence of tobacco smoking and consumption expenditure, both cigarettes
(local and imported) and waterpipe products shall be taxed.

In general, three single studies show that the positive impact of taxation including income
revenues at the household level and lives saved as well as the additional government revenues
would exceed the negative impact including the reduction in the sales of local producers (e.g.,
Baker et al., 2018; Arslanhan et al., 2011; VVan Baal et al., 2007). Moreover, one single study shows

that immediate taxation is better for individuals while other policies which start by intervention



programs and ends with tax change are better for the government (e.g., Arslanhan et al., 2011).
Nonetheless, most of related systematic reviews and studies show that the impact of taxation on
the economic burden of tobacco is a function of elasticity. The degree of sensitivity to price
changes vary across tobacco products and socioeconomic groups. So the net budget impact might
be positive, negative or neutral depending on the percent change in tobacco consumption. Also,
one single study shows that in the presence of uncontrolled smuggling, tobacco tax policies might
not be effective (Brown et al., 2014).

Two systematic reviews and two single studies show that the increase in the prices of
tobacco products had the most positive equity impact as it yields a significant reduction in smoking
prevalence and consumption among the lower SES groups (e.g., Brown et al, 2014; Bader et al.,
2011; Amos et al., 2011; Fayter et al., 2008). The poor households would benefit more than the
richer from reducing tobacco consumption. Their welfare will be higher as they would have a
higher disposable income. This is because cigarette consumption is concentrated amongst the poor
who are more sensitive to price changes as compared to richer households. Moreover, one single
study shows that increasing tobacco prices have a great effect on lowering the youth use of
cigarettes (Kong et al., 2019).

A tax increase might not be supported by all relevant stakeholders including smokers,
nonsmokers and policymakers. Three single studies show that smokers would not support a tax
increase of cigarettes as prices are already high (e.g., Foley & Balazs, 2010; Arslanhan et al., 2011;
Vardavas et al., 2012). In addition, domestic tobacco producers would not support a tax increase
as one single study shows that taxation on tobacco would reduce their sales and profits (WHO,
2015c; Warner, 2000). Given its effectiveness in reducing cigarettes consumption, increasing

excise tax on all waterpipe products is crucial to reduce its consumption and economic burden.

Table 2: Key findings from systematic reviews and single studies on element 1

Category Element 1: Tax increase

Benefits e Increasing tobacco prices through taxation would reduce demand for
tobacco products. Hence, income available for other goods and
services or allocated to savings will be higher (e.g., Ledo et al., 2018;
Prasetyoputra & Irianti, 2014; CDHS, 2012; Ciapponi, 2011; Hu and
Mao, 2002).




A tax increase would have a long-terms health impact: prevent deaths
and reduce associated healthcare costs (e.g., Ciapponi, 2011; Hoffman
and Tan, 2015).

Effective taxation would generate additional revenues to the
government (e.g., Chaloupka et al., 2012). These revenues can be used

to support other health programs such as UHC.

Potential harms

For those who would continue on smoking at the same rate before the
tax increase (because tobacco for them is a basic need), the economic

burden of tobacco would further increase (Santoso & Erlando, 2020).

Tax increase would reduce domestic sales of tobacco industry. Hence
a decrease in the labor force working in the tobacco industry (e.g.,
Mckay et al., 2015; Delipalla 2009).

Tax increase may further incentivize smuggling (illegal purchase of
tobacco products) (e.g., Brown et al., 2014).

Enhance the substitution between tobacco products (Jawad et al.,
2016).

Cost

The positive impact of taxation including income revenues at the
household level and lives saved as well as the additional government
revenues would exceed the negative impact including the reduction in
the sales of local producers (e.g., Baker et al., 2018; Arslanhan et al.,
2011; Van Baal et al., 2007).

Immediate taxation is better for individuals while other policies which
start by intervention programs and ends with tax change are better for

the government (e.g., Arslanhan et al., 2011).

Uncertainty

Most of related systematic reviews show that the impact of taxation on
the economic burden of tobacco is a function of elasticity. The degree
of sensitivity to price changes vary across tobacco products and

socioeconomic groups. So the net budget impact might be positive,




negative or neutral depending on the percent change in tobacco
consumption.

e Also, at least one study shows that in the presence of uncontrolled
smuggling, tobacco tax policies might not be effective (Brown et al.,
2014).

Stakeholders’ e Smokers would not support a tax increase of cigarettes as prices are

views already high in the country (e.g., Foley & Baldzs, 2010; Arslanhan et al.,
2011; Vardavas et al., 2012).

e Domestic tobacco producers would not support a tax increase as this

would reduce their sales and profits.

Equity e Price/tax increases had the most positive equity impact (i.e., they yield

considerations a larger reduction in smoking prevalence and consumption among the
lower SES groups). The poor households would benefit more than the
richer from reducing tobacco consumption. Their welfare will be higher
as they would have a higher disposable income. This is because cigarette
consumption is concentrated amongst the poor who are more sensitive
to price changes as compared to richer households (e.g., Brown et al,
2014; Bader et al., 2011; Amos et al., 2011; Fayter et al., 2008).

e Increasing tobacco prices have a great effect on lowering the youth use

of cigarettes (Kong et al., 2019).

Element 2: Warning labels

Waterpipe products shall carry warning labels comparable to those used for cigarettes
products and shall comply with the WHO FCTC regulations. Table 3 summarizes the cost-benefit
analysis of using warning labels on tobacco products. One systematic review shows that using
large graphical warnings is more effective in smoking cessation as compared to text warnings
(Hammond, 2011). One systematic review shows that using graphical warning on cigarettes packs

is also an effective and a low-cost way to reduce the prevalence of tobacco smoking (Francis et



al., 2017). Two systematic reviews show that using warning labels make people feel anxious,
disgusted and avoid consuming some cigarettes packs with particular warning (e.g., Drovandi et
al., 2019; Francis et al., 2017). One single study shows that health warning on cigarettes packs
have a long term impact in reducing the prevalence of tobacco smoking (White et al., 2019).
Moreover, one single study shows that using cigarette-stick warning which describe the economic
cost of smoking is more effective in reducing the prevalence of smoking as compared to standard
packaging warnings (Drovandi et al., 2019). On the other hand, one systematic review shows that
using warnings on tobacco products might not be effective in reducing smoking prevalence when
warnings do not comply with WHO FCTC regulations (Tee et al., 2015). In conclusion, using
health warning labels mainly large graphical labels on waterpipe and cigarettes products can be a
cost-effective option to reduce the prevalence of tobacco smoking and the associated economic
burden. This is because warning labels is a cheap strategy as compared to other strategies and is

effective in enhancing smoking cessation as mentioned above.

Table 3: Key findings from systematic reviews and single studies on element 2

Category Element 2: Warning labels

Benefits e Using large graphical warnings is more effective in smoking cessation

as compared to text warnings (e.g., Hammond, 2011).
e Cigarette-stick warning which describe the economic cost of smoking
is more effective in reducing the prevalence of smoking as compared

to standard packaging warnings (e.g., Drovandi et al., 2019).

e At the individual level, using warning labels make people feel anxious,
disgusted and avoid consuming some cigarettes packs with particular

warning (e.g., Drovandi et al., 2019; Francis et al., 2017).

e Health warning on cigarettes packs have a long term impact in

reducing the prevalence of tobacco smoking (White et al., 2019).

Cost e The use of graphical warning on cigarettes packs is a low-cost way to

reduce the prevalence of tobacco smoking (Francis et al., 2017).




Uncertainty e Using warnings on tobacco products might not be effective in reducing

smoking prevalence when warnings do not comply with WHO FCTC
regulations (Tee et al., 2015).

Element 3: Prohibition of smoking in public places

Table 4 discusses the cost-benefit analysis of prohibiting smoking in public spaces. One
single study shows that prohibiting tobacco smoking in public spaces may gain a great deal of
support compared to other tobacco policy interventions (Mamudu et al., 2020). One study and one
systematic review show that complete smoking ban would significantly reduce the number of
tobacco-attributable diseases (Donaldson et al., 2011; Meyers et al., 2009). Two single studies
report an improvement in quality of life due to clean indoor air interventions (Hahn, 2010;
Goodman et al., 2007). One single study shows that banning smoking in restaurant and bars have
no negative economic impact (Scollo, 2003). One single study shows that West Bank and Gaza
Strip have one of the highest scores in term of smoke-free policies as compared to other countries
in the region (Heydari et al., 2014). However, many public spaces are not smokeless in practice.
This requires effective implementation of banning policies in public places as well as regular
control on how public spaces are committed to such policies. Moreover, the prohibition of selling
tobacco products in public spaced to minors should be enhanced. One single study shows that
minors’ exposure to second-hand smoking in public is very high (Christophi et al., 2008). In the
absence of effective laws and legislation, this may increase the prevalence of smoking among the
youth. Thus, governments shall enforce laws that prohibit the sale of tobacco to minors as well as

smoking in public spaces.

Table 4: Key findings from systematic reviews and single studies on element 4

Category Element 3: Prohibition of smoking in public places

Benefits e Complete smoking ban would significantly reduce the number of

tobacco-attributable disease (e.g., Donaldson et al., 2011; Meyers et
al., 2009).




e Banning smoking in public spaces would improve the quality of life
due to clean indoor air interventions (Hahn, 2010; Goodman et al.,
2007).

e Banning smoking in restaurant and bars have no negative economic
impact (Scollo, 2003).

Potential harms

e Minors’ exposure to second-hand smoking in public is very high
(Christophi et al., 2008).

Stakeholders’ e Prohibiting tobacco smoking in public spaces may gain a great deal of
views support compared to other tobacco policy interventions (Mamudu et al.,
2020).

Element 4: Increasing awareness among students

Another important policy intervention is about increasing awareness among students
(Table 5). The government, through the ministry of education, shall initiate anti-smoking
awareness programs that targets students and provide them with the information about the health
and non-health harmful effects of smoking. Two systematic reviews show that public and mass-
media campaigns about the health risks associated with tobacco smoking, especially among young
people, would help reduce the prevalence of smoking or cessation attempts (Mckay et al. 2015;
Wilson et al. 2012). Two single studies show that media campaigns shall use specific (graphical)
messages that might be effective in increasing the incentives of quitting smoking but such
campaigns might be expensive (National Cancer Institute 2008; Wakefield et al. 2003).

In Palestine, one single study, which was conducted in the West Bank among 10" grade
female students, shows that about 93% of adolescents were aware of the harmful effects of
cigarettes (Damiri et al. 2020). The study also shows that the prevalence of waterpipe smoking
among this segment of population is high. This entails that young people tend to smoke even
though they are well aware of the harmful consequences of smoking. Accordingly, for this policy
intervention to be efficient in changing the smoking behavior of school children, it shall be
accompanied with restrictions on and control over the sale of tobacco products to minors as well

as implementing wide campaigns that targets not only school children but their parents.



Table 5: Key findings from systematic reviews and single studies on element 4

Category Element 4: Increasing awareness among students

Benefits e Public and mass-media campaigns about the health risks associated
with tobacco smoking would help reduce the prevalence of smoking or
cessation attempts (e.g., Mckay et al. 2015; Wilson et al. 2012).

Cost e Media campaigns shall use specific (graphical) messages that might be

effective in increasing the incentives of quitting smoking but such

campaigns might be expensive (National Cancer Institute 2008;

Wakefield et al. 2003).




Implementation Considerations

The potential barriers that could influence the successful implementation of tobacco
policies introduced above are summarized in Table 6.
Table 6: Implementation considerations and counter strategies

Level Barriers Counterstrategies

citizens e Increasing their awareness

e One of the barriers at the individual

level is social desirability: Smokers about the harmful effects of

would not support a tax increase of tobacco  (lower risk  of

cigarettes as prices are already high tobacco-related illness) and

in the country (Vardavas et al., income gains from reducing

2012; Arslanhan et al., 2011). Also,
consumers became more
accustomed to higher prices (e.g.,
Wright et al., 2017).

tobacco consumption (Nishio
et al.,, 2018). This could be
done through for example

warning mobile messages,

social media. These messages

e The youth are vulnerable to social . .
may include health warnings

and environmental influences that _—
related to smoking in general

promote tobacco use such as .

and to both cigarettes and
tobacco retails and cafes (e.g.,
Nakkash and Khalil, 2010;
Vansickel, et al., 2012).

e Waterpipe smoking among youth is

waterpipe products (e.g.,
Heydari et al., 2013; Islam et
al.,, 2016; Salloum et al.,
2016).

considered as a social activity and a .
e Cessation programs to help

less risky alternative to cigarettes
(e.g., Salloum et al., 2017).

smokers quit (Jawad et al.,

2016; Brown et al., 2014).
e The emergence of new forms of

nicotine and tobacco products such
as e-cigarettes and heated tobacco
products which are popular, and
easily accessible (McNeill et al.,
2018; McKelvey et al., 2018).



Organization
Institutions/
Hospitals/universiti

€S

not in the school/universities as
well as pregnant women when
health
programs that target these groups
(e.g., Oncken et al., 2010; Karekla
et al., 2009).

The absence of the

considering education

implementation  of  policies/
regulations that prevent smoking
inside restaurants, workplace or
other places (e.g., Salloum et al.,

2017; Salloum et al., 2016).

e Difficult to reach students who are @ Mobile messages including

health warnings for parents or
youth or pregnant. Empirical

evidence shows that those

receiving related mobile
phone messages had a
significantly higher
likelihood of quitting

smoking (e.g., Vodopivec-

Jamsek et al., 2012).

e Enforcing the clean indoor air

laws (e.g., Salloum et al.,
2017).

e Training health care workers

in smoking cessation
counseling (Nichter et al.,

2018; Carson et al., 2012).



System e Lack of control over smuggling e
Laws/policies/regul (Prasetyoputra & Irianti, 2014).
ations
e Lack of government resources to e
allocate for tobacco control policies
(e.g., Mohamed et al., 2018).

e The absence of policies/
regulations that prevent smoking
inside restaurants, workplace or
other places (WHO, 2015).

e Tobacco industry will try to
interfere with the policy-making
process in hopes that prices will
not be raised. °

e Tobacco industry  will use
strategies to reduce prices in order
for the taxation to not affect its

consumers.

The government can deter,
detect and punish smuggling
(e.g., Guindon et al., 2004).
Revenues generated from
taxation can be used to
enhance  other  tobacco
control programs such as
cessation and health
promotion (Chaloupka et al.,
2012).

To ratify, sign, and commit
to the implementation of the
WHO FCTC framework.

Policies to increase tobacco
prices through mechanisms
other than taxation (Golden
etal., 2016).



Next steps

The goals of this policy brief are two-fold. First is to engage stakeholders including
policymakers and researchers in discussing the best elements to address the problem of the
economic burden of tobacco smoking in Palestine. This will be achieved through a deep discussion
between the different stockholders through a policy dialogue. Second, the current policy brief shall
provide an indicator on the tobacco literature gab in Palestine, particularly the gab regarding the

analysis of the economic burden of tobacco smoking.
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Key messages

What is the problem?

Waterpipe tobacco smoking constitutes a major public health and economic burden on the
Egyptian population. The practice is still growing though several interventions have been
implemented to control it, therefore, improved taxation would be an alternative approach to its
control. Despite the evidence on its growing burden, the existing waterpipe tobacco taxation policy
has gaps and requires restructuring to reduce waterpipe tobacco use prevalence and increase
government revenues, hence, meet both the United Nations Sustainable Development Goals and
Egypt’s vision 2030 Goals.

What do we know about three elements of an approach to addressing the problem?

Element 1 — Establish a public platform and written policies for providing national data on

waterpipe tobacco economics in Egypt
> An effective tax policy administration relies primarily on collection of
comprehensive and reliable data.
> For obtaining accurate information, a good information technology system is
required for periodic tax declarations, accounting, inventory, and financial data.
> As the evidence has previously shown in the case of modelling the impact of
cigarette fiscal policies and quantifying its health and economic benefits, similar data
would also be important to enable producing similar evidence for waterpipe tobacco tax
models. Needed national data include: waterpipe tobacco sales volume, tobacco companies
market shares, importers, distributers, governmental revenues from waterpipe tobacco
taxation. In addition, information on national expenditure on discount, middle, and
premium waterpipe tobacco products, home and café expenditure, the variety of brands
(domestic and imported), flavors, and different weights of waterpipe tobacco packs are
needed. Also, own- and cross-price elasticity of waterpipe tobacco products and service
categories are required.
> 4 Adoption of a written policy for publicly sharing, using, and regular reporting of
data on waterpipe tobacco economics is necessary to ensure sustained commitment and
responsibility of the government for public information sharing and transparency and the
wide use of the provided data for the public benefit.

Element 2 — Producing policy-guiding knowledge by modelling the impact of fiscal policies on
waterpipe tobacco use prevalence and government revenues
> 4 Economic modelling for tobacco taxation is recommended by utilizing data on
national waterpipe tobacco economics that will be made available through the official
public platforms to model the impact of fiscal policies based on country-specific
information
> 4 The economic model would follow previously published models in this field.
> The Eastern Mediterranean Consortium on the Economics of Waterpipe Tobacco
Smoking produced preliminary results of an economic model for waterpipe tobacco tax
scenarios for Egypt, Jordan, Lebanon, and Palestine that demonstrate the health and
economic benefits of adding specific excise taxes to the current waterpipe tobacco structure



so that 75% of the total retail price constitute tax, as recommended by the World Health
Organization (WHO).

> For Egypt updated national data are urgently needed to enable an accurate
simulation.

> Calculation of the health and economic benefits of recommended fiscal policies via
a waterpipe tobacco tax system reform will enable policymakers to select the most efficient
scenario that will lead to the maximum health and economic benefits.

Element 3 — Improving current waterpipe tobacco taxation system through raising its level and
reforming its structure, guided by the modeling in Element 2

> 4 Using the available data in Egypt to-date, preliminary results of modeling suggest
that raising the waterpipe tobacco tax level adherent to the WHO FCTC guidelines would
reduce waterpipe tobacco smoking by 50%, increase governmental revenue three-fold, and
substantially reduce the associated premature deaths relative to the base case scenario.
These results are subject to further verification and sensitivity analysis.

> 4 Conduct modifications to the waterpipe tobacco tax structure by including a
specific excise component and a uniform one-tiered structure using the evidence generated
from country-specific models and the recommended WHO FCTC Avrticle 6 guidelines.

> A specific excise component leads to higher prices and a lower market share of
cheap products than an Ad valorem excise tax. In an ad valorem system, a minimum
specific tax should also be implemented to guarantee minimum price and revenue levels
[44].

> The WHO recommends including a specific excise component within a simple and
uniform tax structure as a superior approach to an ad valorem and tiered tax structure in
reducing tobacco consumption. This approach may result in by 6-65% and leads to larger
reductions in smoking as there is less opportunity to switch between different tiers and
types of tobacco products.

Implementation considerations

To enhance the control of the waterpipe tobacco epidemic in Egypt through an improved
waterpipe tobacco taxation policy, a variety of implementation considerations need to be kept in
mind at the levels of consumers, professionals, organizations, and systems.

ef
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l. The problem

Egypt is one of the largest waterpipe tobacco markets [1] and is one
of only six countries worldwide where tobacco use is rising [2].More
than a fifth of Egyptian high school [3] and a quarter of university
students reported waterpipe tobacco smoking (WTS) [4]. The latest
national surveys revealed that Egyptian adolescents reported higher
WTS rates relative to adults [5,6]. Annually, more than 170,000
tobacco-attributable deaths occur and USD 616 million are spent in
treating tobacco-related diseases in Egypt [7].

This health and economic burden is partly due to the WTS-associated
diseases such as cancers; respiratory, and cardio-vascular diseases
[8]. In addition, WTS causes tobacco/nicotine dependance [9] and
exposes smokers and surrounding people to dangerous toxicants [10].
Moreover, WTS potentiates cigarette smoking and multiple tobacco
product use [11].

Smoking cessation reduces the risk of premature death and can add
as much as a decade to life expectancy [12]. Failing to reduce WTS
through ensuring reduced affordability of waterpipe tobacco via
restructuring waterpipe tobacco tax in Egypt may deter the
achievement of the Sustainable Development Goals (SDGs),
specifically SDG target 3.a by 2030 [13], and Egypt’s vision 2030
[14].

e Economic benefits derived
from ear marked tobacco
taxation are reinvested in
health sector development
through universal health
coverage [16-18].

1. Size of the problem

Background to Policy Brief

A Policy Brief brings together global
research evidence, local evidence and
context-specific knowledge to inform
deliberations about health policies and
programs. It is prepared by
synthesizing and contextualizing the
best available evidence about the
problem and viable solutions and
options through the involvement of
content experts, policymakers, and
stakeholders.

The preparation of the Policy Brief
involved the following steps:

1) Selecting a priority topic according to
Knowledge to Policy Center criteria.

2) Selecting a working team who
deliberates to develop an outline for the
policy brief and oversee the litmus
testing phase.

3) Developing and refining the outline,
particularly the framing of the problem
and the viable options

4) Litmus testing by conducting one-to-
one interviews with up to 15 selected
policymakers and stakeholders to
frame the problem and make sure all
aspects are addressed.

5) Identifying, appraising, and
synthesizing relevant research
evidence about the problem, options,
and implementation considerations

6) Drafting the brief in such a way as to
present concisely and in accessible
language the global and local research
evidence.

7) Undergoing merit review

8) Finalizing the Policy Brief based on
the input of merit reviewers, translating
into Arabic, validating translation, and
disseminating through policy dialogues

e Approximately 75% of
governmental revenues are

from taxes [15,49,50]; tobacco
taxes constitute 9% of this
amount [49-51].



Although cigarette smoking rates are declining in developed countries, WTS prevalence is
increasing globally and in the Eastern Mediterranean Region, particularly among youth [19].
Frequent calls were made for improved and comprehensive WTS regulations to prevent and
control its use [20]. Tobacco control represents a major challenge in Egypt with 22.8% of Egyptian
adults currently using tobacco products [6]. Approximately, 50% of Egyptians are exposed to
secondhand smoke in their homes [6]. Trends in uptake of tobacco among young Egyptian females
are increasing, with an overall rise in WTS in Egypt [2,21,22]. Tobacco use is a driving force in
the rising epidemic of chronic diseases in Egypt, such as lung disease, lung cancer, ischaemic heart
disease and stroke [6]. The latest national estimates of prevalence of current tobacco use in Egypt
including cigarettes, waterpipe tobacco, and other tobacco products is presented in Table 1.

Table 1. Prevalence of current tobacco use in Egypt including cigarettes, waterpipe
tobacco, and other tobacco products [5,6]

Youth [5] Adults [6]
Male 18.1% 43.6%
Female 8.2% 0.5%
Total 13.6% 22.8%

I1.1 Prevalence and socio-demographic profile of Egyptian waterpipe tobacco smokers

The overall prevalence of WTS has increased from 3.3% in 2009 [23] to 4.5% in 2017/2018 [6]
and has at least tripled among men aged under 45 years [6,23]. The latest national prevalence of
current WTS was higher among men (8.7%) than among women (0.1%) (Figure 1) [6]. Among
men, WTS prevalence was higher in those above 45 years old than in younger age groups [6].
However, in females WTS prevalence was higher among the age group 15-24 years old [6]. In
young Egyptian adults (17-25 years old), the overall prevalence of WTS was 12.2% (21.6% in
males and 0.9% in females) [4].

Noticeably, current WTS among adolescent girls is several folds higher (4.1%) (Figure 1) [5] than
their older counterparts (0.9% and 0.1%) [4,6]. Three-quarters of WTS households were located
in rural areas [24]. WTS was five to ten times more prevalent among individuals of lower income
levels [24], twice as higher in rural than in urban Egypt [23], and three-folds higher in waterpipe
tobacco smokers with no formal education than those with university education [23].



Figure 1. Prevalence of waterpipe tobacco smoking in Egypt [5,6]

Females

8.7

Adolescents Adults

11.2 Patterns of WTS in Egypt

Frequency: More than two-thirds of waterpipe tobacco smokers smoked it daily [6]. Among daily
waterpipe tobacco smokers, the average number of WTS sessions per day was 3.6 and the average
number of tobacco portions “hagar/head/ras”™ smoked per session was 2.8 [6], which translates to
10.1 hagar per day in most waterpipe tobacco smokers. Place: More than half of (51.6%) smoked
waterpipe tobacco at homes, and 45.1% smoked it at cafes [6]. Price: The average monthly
expenditure on WTS among university students was EGP 209 [4]; current and daily shisha
smokers, spent from more than one-third (37.8%) to more than two-fifths (44.7%) of their monthly
pocket money on WTS, respectively [4]. WTS individuals and households spent approximately
1200-1800 EGP annually on its use, representing 3.7% of their annual household income [9,24].
Type: Most of the waterpipe tobacco smoked was flavorless; 8.6% smoked only flavored
waterpipe tobacco; and 2.4% smoked a mix of both flavored and flavorless waterpipe tobacco [6].
Harm perceptions: Only 16.4% of them believed that WTS contains more nicotine than cigarettes
[9]. Dependance and multiple use: More than half of the WTS university students made at least
one quit attempt to quit WTS during the past 12 months prior to the study [4]. Nearly half (47.9%)
of the individuals who smoked waterpipe tobacco smoked multiple tobacco products [9], and
25.8% of the waterpipe tobacco smokers considered themselves addicted to WTS [9]. Multiple
product use was more common in young adult female than in young adult males and older females
[22]. Social acceptability: More than two-thirds of male versus less than a third of female
university students perceived WTS as socially acceptable [4]. However, most students (90.6% and
94.8% of males and females, respectively) perceived WTS for females as socially unacceptable
[4]. Seeking social allure and being fashionable was one of the elements that attributed to the rise
of WTS among females in Egypt [26-28].

* The waterpipe tobacco portion used in a WTS session is called “head/hagar/ras” and one
portion is equivalent to approximately 20g of waterpipe tobacco [25].



I1.3 Health, economic, and environmental burden of WTS in Egypt

Tobacco use in Egypt contributes to a significant number of premature deaths, healthcare costs
and disability [7]. Yet, the specific share of WTS in this burden is not clear.

11.3.1 Health burden: Most WTS smokers are unaware that WTS exposes them to dangerous
toxicants (carbon monoxide, volatile aldehydes, polycyclic aromatic hydrocarbons, and
nitrosamines), heavy metals (cadmium and lead), and the dependence-producing drug, nicotine
like those in cigarettes [10]. A systematic review of WTS effects on health outcomes reported that
WTS is associated with a number of diseases, such as respiratory diseases, oral cancer, lung cancer,
low birthweight, metabolic syndrome, cardiovascular diseases and adverse mental health [8]. A
study conducted among young adult smokers in Egypt, Jordan, Morocco, and Oman reported that
relative to their non-smoking counterparts, habitual waterpipe tobacco smokers exhibited a
significant burden of respiratory symptoms that was comparable to that observed with cigarette
smokers [29]. Also, some studies reported the association of WTS with infectious diseases such
as Tuberculosis [30] and COVID-19 [31-34], which is related to the social nature of smoking
waterpipe tobacco in groups and sharing the device and its accessories; a practice that is not
uncommon (30%) in Egypt [9]. Also, some reports documented that positive bacterial cultures
were isolated from the waterpipe apparatus [35]. A study in 2010 estimated that a 70% increase in
cigarette taxes would raise revenues and prevent more than 600,000 premature deaths [7]. A
similar projection of the associated health benefits from raising waterpipe tobacco taxes is urgently
needed.

Nevertheless, key findings from the 2020 Surgeon General’s Report indicate that smoking
cessation enhances quality of life, reduces the risk of premature death, and can add as much as a
decade to life expectancy [12]. While these findings were reported mainly for cigarette smoking,
they may also apply to WTS given the similarity in their toxicant constituents and the adverse
health events associated with their use. For instance, , a waterpipe tobacco smoker smokes on
average several hagar per session, and smokes 2—3 sessions per day [25]. This translates into an
intake of nicotine equivalent to more than one pack of cigarettes per WTS session for most
waterpipe tobacco smokers [25]. Also, deep inhalation of smoke during WTS affects the lung
tissue alveoli more than in cigarette smoking [25]. WTS produces more smoke than cigarette
smoking [25]; smoke exposure was estimated to be as much as 100-200 cigarettes per WTS session
[25]. A meta-analysis of waterpipe and cigarette toxicant exposure reported that one WTS session
consistently exposed users to larger smoke volumes compared with one cigarette [36]; one WTS
session was associated with 74.1 liters of smoke inhalation while one cigarette was associated with
0.6 liters of smoke [36]. It also reported that one WTS session was associated with higher levels
of tobacco toxicants compared with one cigarette [36]: one WTS session would roughly be
equivalent to 25 cigarettes worth of tar, 11 cigarettes worth of carbon monoxide, and 2 cigarettes
worth of nicotine [36]. Research from other countries in the region support this evidence. For
instance, studies from Jordan [37] and Lebanon [38] reported that toxicant content (total particulate
matter, carbon monoxide, nicotine, tar, and formaldehyde) per WTS session is at least equal, but
for many toxicants several magnitudes of order higher, than that of a cigarette [37,38].

11.3.2 Economic burden: In 2010, it was reported that EGP 3.4 billion (USD 616 million) were
spent annually to treat tobacco-related diseases [7]. In the cost-of-illness study done in 2014, the



annual direct cost of inpatients in three hospitals was above EGP53 million for the four smoking-
related diseases inpatients (chronic obstructive pulmonary disease, ischaemic heart disease,
cancers of the respiratory system, and cerebrovascular stroke) [39]. The indirect mortality cost as
years lost for employed people for the four diseases due to smoking was More than EGP 727
million [39]. The study noted the unavailability of national morbidity data for chronic diseases as
limitation for calculating the national direct cost of the tobacco-related diseases [39]. Total
waterpipe tobacco consumption in Egypt was estimated at about 50 thousand tonnes in 2019 [40].
However, based on STEPS 2017/2018 data, the national consumption of waterpipe tobacco would
be at least 80 thousand tonnes among daily smokers, who represent approximately two-thirds of
current waterpipe tobacco smokers in Egypt [6]. Official estimates of national rates of total
expenditure on WTS are lacking, but were estimated by an expert as EGP 3 billion per year [40].
Household expenditure on waterpipe tobacco represented 3.7% of the total annual household
income in 2017/2018 [24].

11.3.2 Environmental burden: To date, published local studies on the environmental burden of
WTS in Egypt are scarce. Particulate matter under 2.5 um in diameter (PM2.5) is one of the
markers of air quality. It arises from diverse sources, including tobacco smoke from cigarettes
and waterpipes, and is recognized as a cause of acute and chronic morbidity and mortality. One
study measured PM2.5 levels via an air sampling study in a sample of 96 indoor and outdoor
venues during 2005-2006 in Cairo, Egypt. Compared to indoor venues where tobacco smoking
was banned (PM2.5 levels 72-81 ug/m(3)), places offering waterpipes to patrons of cafes (478
ng/m(3)) and Ramadan tents (612 pg/m(3)) had much higher concentrations, as did venues such
as public buildings with poor enforcement of smoking restrictions (range 171-704 ug/m(3)).
Both the number of waterpipe smokers and the number of cigarette smokers observed at each
venue contributed significantly to the overall burden of PM2.5 [71].

I11.  The underlying factors

WTS is further exacerbated by the misperception of WTS harm and nicotine content relative to
cigarette smoking, increased social acceptability of WTS, relative affordability of waterpipe
tobacco compared with cigarettes, the weak enforcement of smoke-free policies, and the existing
gaps in waterpipe tobacco regulations, specifically the non-uniform tobacco taxation [9,12,18,41].
It is considered a social practice and a tool for low cost entertainment [1]. The underlying factors
for raising and restructuring waterpipe tobacco tax structure in Egypt could be discussed within
the governance, finance, and delivery levels.

I11.1. Governance level

At the governance level, the Ministry of Finance is responsible for tobacco taxation and is
collaborating in this regard continuously with the Ministry of Health [17,42]. More specifically,
the Egyptian Tax Authority is the entity that regulates and monitors the enforcement of the tobacco
taxation regulations [17].

Tobacco taxation is the most cost-effective policy measure among those recommended by the
World Health Organization Framework Convention on Tobacco Control (WHO FCTC) in
reducing tobacco use while providing a reliable source of government revenues [18,43]. Tobacco



taxation is regulated by the Tobacco Control Law and is regularly updated on a nearly annual basis
through Presidential Decrees and Circulars [17, 42]. Legislations in this regard are issued by the
Ministry of Finance as a member of the Higher Committee for Tobacco Control and are normative
and regulatory [17,42]. Article 2 of Law 2007/147, an amendment to Law 1981/52 (adding Article
6 repeated.4) [42] ensures that the Government is committed to a tax and price policy to increase
the tobacco unit price as an effective mean to decrease tobacco use [17,42].

Moreover, Egypt signed and ratified international conventions that require adopting tobacco
taxation as a powerful tool to reduce its affordability, hence reduce tobacco consumption [43].
Egypt has been a Party to the WHO FCTC since 2005 [41]. Article 6 guidelines of the Convention
recommend that tobacco product taxes be [43,44]:

a) Domestic not customs because customs taxes are eroded in trade agreements and thus do
not provide long-term revenue;

b) Excise not general because excise tax raises the price of the taxed good relative to all other
goods, which discourages its consumption;

c) Specific not ad valorem because specific tax leads to higher prices and a lower market share
of cheap cigarettes; thus reducing tobacco-related health inequalities. In an ad valorem
system, a minimum specific tax should also be implemented to guarantee minimum price
and revenue levels;

d) Uniform not differential because uniform tax leads to larger reductions in smoking as there
is less opportunity to switch between different tiers and types of tobacco products;

e) Comparable across all tobacco products because similar levels of taxation across products
reduce tobacco consumption, rather than simply leading to shifts in consumption between
different tobacco products;

f) No duty-free allowances because duty-free sales increase tobacco consumption due to
lower prices of products, and reduce tax revenue;

g) Regularly increased because regular tax increases in line with gross domestic product
ensure that the affordability and consumption of tobacco products decrease, and

h) With tobacco tax revenue earmarked: Ideally, tobacco tax revenue should be earmarked
for particular health spending purposes, for example on tobacco control strategies.

Furthermore, Egypt has recently signed the Protocol to Eliminate Illicit Trade in Tobacco
Products in January 2021 (Presidential Decree No. 170/2020), a measure recommended by WHO
FCTC Article 15 and complements Article 6 [43,45]. Curbing illicit trade enhances the
effectiveness of tobacco tax and price policies in reducing tobacco use and in achieving the public
health and revenue goals of tobacco taxation [43].

The Ministry of Finance requires that all tobacco products carry a tax stamp that is screened via a
banderole system as a cost-effective way to monitor tobacco production and movements, reduce
non-compliance by tobacco manufacturers and distributors, and counter the illicit production and
trade of tobacco products [46,47]. Also, the system is linked to a real-time electronic monitoring
system database for tax authorities to record production/importation of various brands and other
products that originate from factory premises or point of entry; thus, helping in tax calculations,
verifying market trends, and is useful in reviewing tax policies on tobacco products [47]. This
tracking and tracing system on tobacco products is one of the key provisions of the Protocol to



Eliminate Illicit Trade in Tobacco Products [43]. However, due to the presence of more than 40
waterpipe tobacco factories that are spread over Egypt and the informal operation of other
production plants, monitoring the compliance of these producers with the banderole system and
tax reporting is not strong and comprehensive as that for cigarettes [47]. Worryingly, the waterpipe
tobacco industry, including waterpipe cafes, operates in an almost completely unregulated market
and employs deceptive marketing techniques to attract new users [48].

Nonetheless, waterpipe tobacco-specific policies are not currently developed and implemented in
a comprehensive approach and lack multi-sectoral coordination for smoke-free policies, cessation
services addressing perceived self-efficacy and addiction, tobacco packaging and labelling, and
education on WTS dependency and harms [9,41].

[11.2. Finance level

The rationale for regular tobacco tax increases originated from the need of the Egyptian
government to expand the health insurance programme coverage [17,47]. But given fiscal
uncertainties and slow growth in the global economy, the government had to enhance its revenue
base [17,47]. The revenue of this increase was directed to support health care services by an
agreement between the Ministers of Health and Finance. Every change in the tax policy, the
Ministry of Finance consults with the Ministry of Health first [17,42,47].

Tobacco tax is recognized as an important financial mean to enable countries to implement the
SDGs including target 3.a [49]. Earmarking of tobacco taxes: In Egypt, a specific amount from
taxes on cigarettes is earmarked to fund health care. In 1992, a specific amount was levied per
stick to fund health insurance of students [18]. In July 2018, a new health insurance contribution
of EGP 0.75 per pack was implemented [18]. Currently, student health insurance and new health
insurance contribution per pack of cigarettes was 5.0% of its retail price (an extra 0.1 EGP per
pack is levied to fund the students' health insurance and an additional 0.75 EGP per pack is levied
to fund the national health insurance [41]. A recent report stated that 75% of revenues for Egypt
were from taxes (total revenues for 2020/2021 were EGP 1.108 trillion and total tax revenues were
EGP 834 billion) [15,50-52]. In the fiscal year 2020/2021, tobacco tax revenues were EGP 75
billion (USD 4.6 billion) constituting nearly 9% of total governmental revenues with an increase
of EGP 10 billion than the previous fiscal year [52].

In 2009, the Ministry of Finance requested the collaboration with the World Health Organization
regarding an economic model for cigarette taxation [17,47]. The plan was to introduce an excise
system which would replace the general sales tax and introduce a value added tax on cigarettes
[17,47]. In July 2010, Egypt moved from a tobacco tax system with eight tiers of specific excise
tax based on the retail price of cigarettes, to a mixed excise system introducing a uniform specific
excise tax of LE 1.25 per pack and an ad valorem excise of 40% on retail prices [18]. In 2014,
three tiers of specific excise tax based on the retail price of a pack were introduced [18]. Ad
valorem tax remained at a uniform 50% of the market price of cigarettes [18]. The amount of
excise on each tier and the price definition of each tier have been increased regularly [18]. These
improvements resulted in a 151% increase in revenues from EGP 7 to EGP 17.6 billion between
2010 and 2012, a 14% decrease in tobacco sales within two years, and a 46% increase in the
cigarette tax per pack for the most popular brand [17,47]. The latest World Health Organization



estimate in 2020 for the total taxes as a percentage of the retail price of a pack most sold brand of
cigarettes was 78.5% [41].

The latest amendment of the Egyptian tobacco tax regulations was in February 2020 [53]. To date,
the waterpipe tobacco tax structure in Egypt does not comprise specific excise tax [41,53]. The ad
valorem excise tax is tiered for domestic (165%) and imported (200%) tobacco [53]. Also,
waterpipe tobacco is still not taxed as highly as cigarettes [18,41,53]. The latest World Health
Organization estimate in 2020 for the total taxes as a percentage of the retail price of 20g of the
most sold brand of waterpipe tobacco was 70.9% [41]. The tax structure of cigarettes and waterpipe
tobacco according to the World Health Organization estimates in 2020 are presented in Table 2.

Table 2. The tax structure of cigarettes and waterpipe tobacco according to the World
Health Organization estimates in 2020 [41]

Cigarettes Waterpipe tobacco

(pack of 20) (20 grams)
Price of most sold brand in EGP 17.00 7.50
Price of most sold brand in USD 1.07 0.47

Taxes on the most sold brand (%o of retail price)

Total taxes 78.53% 70.93%
Specific excise 23.53% 0.00%
Ad valorem excise 50.00% 68.53%
Value added tax or sales tax 0.00% 0.00%
Import duty 0.00% 2.40%
Other taxes (Student health insurance and new health 5.00% 0.00%
insurance contribution)

Changes in total tax levels on cigarettes and waterpipe tobacco from 2014 to 2020 in Egypt are
presented in Figure 2.

Figure 2. Total taxes on cigarettes and waterpipe tobacco as a percentage of retail price in
Egypt, 2014-2020 [54-57]
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The changes in waterpipe tobacco tax level and structure since 2014 are presented in Figure 3.

Figure 3. Taxes on 20 gm of the most sold brand of waterpipe tobacco in Egypt, 2014-2020
[54-57]
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Specific Excise  Ad valorem Excise = Value Added Tax H Import Duties ® Other Tax

On the other hand, cigarette taxes have comprised a steady specific excise component over the
past 7 years [18] (Figure 4). Excise taxes are applied specifically to tobacco products and directly
increase the retail price [58]. Higher prices dissuade people from considering or continuing a
smoking habit [58].

Figure 4. Taxes on the most sold brand a pack of 20 cigarettes in Egypt, 2014-2020 [54-57]
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Table 3 describes how the price of the most sold brand of waterpipe tobacco is still more affordable
(2.3 times) than cigarettes, which encourages product switching to the lower priced type of
tobacco. Moreover, waterpipe tobacco is more affordable in Egypt than in other countries [18].
This is due to the differential tax structure that is not comparable across tobacco products.

Table 2. Price of the most sold brand of waterpipe tobacco and cigarettes in Egypt, 2014-
2020 [54-57]

2014 2016 2018 2020
Price in USD 0.06 0.77 0.43 0.47
Price in EGP 0.4 6.80 7.70 7.50
Price in USD 0.57 1.13 0.9 1.07
Price in EGP 8.00 10.00 16.00 17.00

Although the 2017/2018 national STEPS survey reported the average amount spent on a pack of
cigarettes among adults in Egypt (EGP 17.6) [6], national data on the average price of one
waterpipe tobacco hagar and on the average daily spending on WTS were not collected from
participants [6]. However, the Cairo and Menoufia survey in 2015-2017 reported that the average
daily spending on WTS among 1490 current waterpipe tobacco smokers was EGP 10.8 and the
average price of one waterpipe tobacco hagar was EGP 1.8 [unpublished data from reference 9].
In the latter survey, there was a gap in the reported prices and frequency of consumption between
urban and rural areas. Prices were at least 5 times higher in urban than in rural areas mainly because
urban smokers usually smoked waterpipe tobacco at a café, while rural smokers smoked mainly at
home [unpublished data from reference 9]. This is even though rural smokers smoked larger
amounts waterpipe tobacco daily (at least 2.5 times more than urban smokers) [unpublished data
from reference 9].



Furthermore, the gap in prices between the two tobacco products in Table 3 may be even wider if
we consider the difference in the average amount of tobacco consumed in a WTS session as
compared to cigarettes. More importantly, rural smokers are mostly of lower income levels [24]
that are more vulnerable to catastrophic healthcare costs. The link between WTS and poverty is
evident in its socio-demographic distribution in Egypt [23,24]. Therefore, restructuring waterpipe
tax through adding a specific excise component to reduce the affordability of waterpipe tobacco
may help in protecting these vulnerable populations.

111.3. Delivery level

Administrative requirements for the current waterpipe tobacco Ad valorem excise tax in Egypt
requires a strong tax administration with technical capacity and manpower to conduct regular
inspection and monitoring on production and distribution outlets [44,59]. Also, the Ad valorem
excise tax may encourage consumer switching towards cheaper tobacco brands or products; thus,
reducing the health benefit [44,59].

Incomplete data on market shares of tobacco companies, importers, distributers, especially via
social media, in addition to the variety of brands (domestic and imported), flavors, and quantities
of waterpipe tobacco packages makes enforcement and monitoring challenging for the
administration [44,47,59]. The limited information in this regard is equally restrictive to
researchers who need these data on a national basis for running policy-guiding predictive models.
The Ministry of Finance has clear national data on cigarettes, but for waterpipe tobacco national
data are not similarly up-to-date and published [47].

Choosing between specific and ad valorem taxes is still debatable in tax policy as both the tax
level and tax structure of excises have different implications that can serve different interests and
goals [44,59]. Accordingly, these two types of excise taxes may have different public health
implications and may affect individual consumption via their impact on product quality, variety,
and prices [44,58,59].

One factor is particularly important in delivery of tobacco tax, namely the tobacco-related health
disparities. Ad valorem excise tax is susceptible to undervaluation, and tends to lead to relatively
lower prices [44,59]. This is particularly important as most smokers are of lower income categories
and consume mostly low-priced brands [44,59]. While application of specific excise tax leads to
relatively higher prices, particularly for low-priced cigarettes. Additionally, the specific excise tax
will discourage consumption of tobacco products irrespective of the price band [44,59].

Moreover, the lack of supporting evidence and economic models that study which type of excise
application will result in targeted public health benefits or higher governmental revenues adds to
the challenge facing policy makers on which type to choose or a mix to levy and at what rate
[44,59]. Also, there is no local evidence on own-price elasticity and cross-price elasticity of
demand for waterpipe tobacco products.

Furthermore, there are particularities related to WTS that may make enforcement of waterpipe
tobacco tax regulation challenging. WTS is used as a tool to socialize; one customer-product
interface is the commercial waterpipe premises (waterpipe café) [1]. Users pay for both a product



(waterpipe tobacco) & the service (having it prepared by the staff) [1]. Current tobacco regulations
focus more on cigarettes, overlooking the fact that businesses may dedicate their premises to the
sale & onsite consumption of profitable non-cigarette tobacco products. Turnover from the sale of
profitable waterpipe tobacco at cafes often outweighs the financial disincentive to adhere to
tobacco control & other business laws. Also, current regulations come from multiple and different
government departments, making the coordination of enforcement inefficient [17,47].

Elements of a policy approach to address the problem

The following three elements form a comprehensive approach for an improved waterpipe
tobacco taxation policy.

Element 1 — Establishing a public platform and written policies for providing national data
on waterpipe tobacco economics in Egypt

Element 2 — Producing policy-guiding knowledge by modelling the impact of fiscal policies
on waterpipe tobacco use prevalence and government revenues

Element 3 — Improving current waterpipe tobacco taxation system through raising its level
and reforming its structure , guided by modeling in Element

Policy elements to address the problem
Three suggested elements are proposed to address raising and reforming waterpipe tobacco tax
structure in Egypt.

SUMMARY
Element 1
Establishing a public platform and written policies for providing national data on
waterpipe tobacco economics in Egypt

Element 2
Producing policy-guiding knowledge by modelling the impact of fiscal policies on
waterpipe tobacco use prevalence and government revenues

Element 3
Improving current waterpipe tobacco taxation system through raising its level and
reforming its structure, guided by the modeling in Element 2

The methodology for formulation of elements consisted three phases of examining available
reports, peer reviewed manuscripts, grey literature, policy briefs, expert views, and unpublished
reports. The available evidence was carefully reviewed to produce this document. The databases
used in this search included PubMed and Health System Evidence using the search terms:
“waterpipe”; “tobacco”; “taxation”; “regulations”; ‘“guidelines”; “burden”. Articles/documents
published in English and Arabic were included with no restriction on the search period. Last search
was done in September 2021. Evidence reviewed was segregated into themes. Themes included:
data availability, improved taxation policy tools, knowledge production through modelling, and
best practices in tobacco tax implementation. Through this methodology, a total of 42 articles were

reviewed.



In the following phase, exploring the identified themes and mapping them with the problems and
gaps identified through the exploration of the local context. As a result of this mapping process,
three elements of a solution were formulated based on the relevant themes identified.

In the last phase, fine searches addressing the formulated elements and their components were
conducted. Articles/documents published in English and Arabic were included with no restriction
on the search period. Last search was done in March 2022. As a result of this fine search, 28
additional articles/documents were reviewed.

Through this triphasic methodology, a total of 70 articles/documents were reviewed, with the
retrieval of 18 relevant articles used in the synthesis of elements. These articles/documents
consisted of 6 systematic reviews and 12 individual studies/reports. Most of the retrieved studies
were conducted on cigarettes. Results on benefits, harms, cost, cost-effectiveness, and uncertainty
of interventions are presented below. The stakeholders interviewed during preparation of this
policy brief commended the proposed elements.

IV.1 Element 1 — Establishing a public platform and written policies for providing national
data on waterpipe tobacco economics in Egypt

1.1 Identify the national data on waterpipe tobacco economics to be publicly reported

The review of evidence in the WHO technical manual on tobacco tax policy and administration
indicates that effective tax policy administration relies primarily on collection of comprehensive
and reliable data [44]. A good information technology system is required for periodic tax
declarations, accounting, inventory, and financial data is critical for obtaining accurate information
[44].

As the evidence has previously shown in the case of modelling the impact of cigarette fiscal
policies and quantifying the health and economic benefits [60,61], similar data would also be
important to enable producing similar evidence for waterpipe tobacco tax models. Needed national
data include: waterpipe tobacco sales volume, tobacco companies market shares, importers,
distributers, governmental revenues from waterpipe tobacco taxation. In addition, information on
national expenditure on discount, middle, and premium waterpipe tobacco products, home and
café expenditure, the variety of brands (domestic and imported), flavors, and different weights of
waterpipe tobacco packs are needed. Also, own-price elasticity data is absolutely essential for
modeling the health and economic impacts of waterpipe tobacco taxation, while cross-price
elasticity data is highly desirable [62].

1.2 Develop and implement written policies and mechanisms for using, sharing, and reporting the
publicly provided data

To ensure sustained commitment from both the governmental side to provide regular and updated
data and the public side to use the provided waterpipe tobacco economics data wisely, it would be
necessary to develop a written policy that details the responsibilities of the Ministry of Finance for
public information sharing and transparency [63].



Table 4. Key findings from systematic reviews and single studies

Category of finding Element 1

A systematic review revealed that effective tax policy
administration relies primarily on collection of comprehensive and
Benefits reliable data [44]. A good information technology system is
required for periodic tax declarations, accounting, inventory, and
financial data is critical for obtaining accurate information [44].

Two studies demonstrated the use of publicly reported national data
in the case of modelling the impact of cigarette fiscal policies and
quantifying the health and economic benefits [60,61].

Harms Literature review did not reveal any potential direct harms

Cost and/ or cost | There were no studies available in the literature about the direct cost
effectiveness in relation | of the taxation intervention. However, there were studies that
to the status quo detailed the needs of the administration to apply such policy.

One study demonstrated that the needed national data for waterpipe
economic modeling include: waterpipe tobacco sales volume,
tobacco companies market shares, importers, distributers,
governmental revenues from waterpipe tobacco taxation. In
addition, information on national expenditure on discount, middle,
and premium waterpipe tobacco products, home and café
expenditure, the variety of brands (domestic and imported), flavors,
and different weights of waterpipe tobacco packs are needed. Also,
own- elasticity and cross-price elasticity of waterpipe tobacco
products are required [62].

One report demonstrated that to ensure sustained commitment from
both the governmental side to provide regular and updated data and
the public side to use the provided waterpipe tobacco economics
data wisely, it would be necessary to develop a written policy that
details the responsibilities of the Ministry of Finance for public
information sharing and transparency [63].

Uncertainty  regarding | Literature review did not reveal any uncertainty estimates regarding
benefits and potential | benefits and potential harms

harms

IV.2 Element 2 — Producing policy-guiding knowledge by modelling the impact of fiscal
policies on waterpipe tobacco use prevalence and government revenues

2.1 Utilize data on national waterpipe tobacco economics that will be made available through the
official public platforms to model the impact of current fiscal policies based on country-specific
information



The review of evidence in the WHO technical manual on tobacco tax policy and administration
recommends economic modelling for tobacco taxation [44]. The model would follow previously
published models in this field [60,61,64].

Currently, the Eastern Mediterranean Consortium on the Economics of Waterpipe Tobacco
Smoking (ECON-WTS) is working on an economic model for waterpipe tobacco tax scenarios for
Egypt, Jordan, Lebanon, and Palestine [63]. The simulation model used country- and market share-
specific price data, consumption data, and price elasticities. These data were available from recent
national surveys that were conducted in 2019/2020 for the three latter countries only. Egypt has
national prevalence data from 2017/2018, but does not have any publicly available data on market
shares, prices, and price elasticities for waterpipe tobacco on a national level. For each country,
incremental changes to the tax structure that mimicked past policy behavior were modeled and
specific excise taxes were increased so that 75% of the total retail price constituted tax. The unit
of waterpipe tobacco proposed for applying these tax policy improvements in the simulation model
is 20 g. Preliminary results of modeling suggest that in comparison to the current tax policy in each
country, this increase in taxes simulates 75.8% fewer waterpipe tobacco sessions smoked, 413.6%
increased governmental revenues, and 99,168 averted premature deaths in Jordan. In Lebanon, it
simulates 97.9% fewer sessions, 37.5% increased revenue, and 345,757 averted deaths. In
Palestine, it simulates 16.2% fewer sessions, 37.5% increased revenue, and 345,757 averted deaths
[Manuscript under publication]. These results are subject to further verification and sensitivity
analysis.

A similar model for Egypt that is based on national and recent data is urgently needed. The model
inputs would consider the a) import prices; b) market shares stratified by location because prices
vary substantially depending on whether waterpipe tobacco is smoked at home or in a café, c) the
median price at last purchase to categorize consumption into two groups, discount and premium,
and d) tax structure including costs, insurance, and freight /ex-factory price, import duty, specific
tax, ad valorem tax, value added tax, and industry margin. For each market share, the daily
consumption volume would be calculated by multiplying the median number of WTS sessions per
day and the median number of hagar per session (assuming 20g per head). Then daily consumption
volumes would be multiplied by the adult population and the prevalence of WTS to convert it into
a national annual consumption value. Total annual tax revenue would be calculated by multiplying
annual waterpipe tobacco consumption values by the total tax. Local elasticity estimates and
changes to the underling tax rates would be included to calculate new tax revenues. Using the
available data in Egypt to-date, the model simulates approximately 50% reduction in WTS, three-
folds increase in governmental revenue, and a quarter fewer premature deaths relative to the base
case scenario. However, sensitivity analysis is being currently run to refine elasticity estimates
[Manuscript under preparation].

2.2 Calculate the health and economic benefits of recommended fiscal policies and waterpipe
tobacco tax system reform

The review of evidence in the WHO technical manual on tobacco tax policy and administration
recommends proposing different scenarios for taxation [44,65]. The ECON-WTS Consortium
proposes two scenarios for applying projections of the economic benefits of reforming waterpipe
tobacco tax systems: the first scenario models a status quo approach that uses the same tax change



as in previous years. The second scenario models a tax change that would meet the WHO
recommendation to ensure taxes make up at least 75% of the retail price [44]. This increase would
be built on the specific excise tax component as the WHO advise that this is simpler and more
effective than increasing ad valorem excise [44].

Other scenarios could be developed based on the previous successful experience of Egypt during
2009-2010 in modelling cigarette tax by a close collaboration between the Ministry of Finance,
Ministry of Health, and the WHO [17,47]. The evidence generated by the waterpipe tobacco tax
models will be distributed to concerned officials to enable policymakers to select the most efficient
scenario that will lead to the maximum health and economic benefits.

Table 5. Key findings from systematic reviews and single studies

Category of finding Element 2

One systematic review recommends economic modelling for
tobacco taxation [44].

Benefits
Three studies demonstrated the methodology that the model be
conducted in the field of cigarette taxation [60,61,64].

One study revealed that Eastern Mediterranean Consortium on the
Economics of Waterpipe Tobacco Smoking (ECON-WTS) is
working on an economic model for waterpipe tobacco tax scenarios
for Egypt, Jordan, Lebanon, and Palestine [63].

Harms Literature review did not reveal any potential direct harms

Cost and/ or cost | There were no studies available in the literature about the direct cost
effectiveness in relation | of an economic model formulation for a taxation intervention.
to the status quo However, there were studies that demonstrated what scenarios are
required for the simulation.

One Systematic review on tobacco taxation and one study on
cigarette taxation recommend proposing different scenarios for
taxation [44,65]. One scenario for applying projections of the
economic benefits of reforming waterpipe tobacco tax systems: the
first scenario models a status quo approach that uses the same tax
change as in previous years. The second scenario models a tax
change that would meet the WHO recommendation to ensure taxes
make up at least 75% of the retail price [44]. This increase would
be built on the specific excise tax component as the WHO advise
that this is simpler and more effective than increasing ad valorem
excise [44].

Uncertainty  regarding | Literature review did not reveal any uncertainty estimates regarding
benefits and potential | benefits and potential harms

harms

IV.3. Element 3 — Improving current waterpipe tobacco taxation system through raising its
level and reforming its structure, guided by the modeling in Element 2



3.1 Raise the waterpipe tobacco tax level based on the evidence generated from country-specific
models and adherent to the WHO FCTC Atrticle 6 guidelines

Systematic reviews recommend improving taxation policies as a cost-effective tool to combat
tobacco use and provide equity in health and economic benefits [66-70]. One systematic review
reported that a 10% increase in waterpipe tobacco taxation in Lebanon would reduce waterpipe
tobacco demand by 14.5% (price elasticity of demand -1.45) [66].

Local evidence from Egypt demonstrates that regular increases in tobacco taxes over years have
led to increased governmental revenues [17,47]. In the fiscal year 2020/2021, tobacco taxes
revenues were EGP 75 billion (USD 4.6 billion) constituting nearly 8% of total governmental
revenues [15,50-52]. Previously, the 2010 improvements in cigarette taxes resulted in a 151%
increase in revenues from EGP 7 to EGP 17.6 billion between 2010 and 2012, a 14% decrease in
tobacco sales within two years, and a 46% increase in the cigarette tax per pack for the most
popular brand [17,47].

3.2 Conduct modifications to the waterpipe tobacco tax structure by including a specific excise
component and a uniform one-tiered structure using the evidence generated from country-specific
models and the recommended WHO FCTC Article 6 guidelines

The review of evidence in the WHO technical manual on tobacco tax policy and administration
recommends including a specific excise component within a simple tax structure [44]. Currently,
evidence on the relationship between tax structure and WTS is unavailable. However, for cigarette
consumption, recent evidence suggests that a specific and uniform tax structure is superior to an
ad valorem and tiered tax structure in reducing cigarette consumption by 6-65% [60]. Similarly, a
unform and specific tax structure for waterpipe tobacco is expected to be the most effective in
reducing waterpipe tobacco consumption.

Article 6 of the WHO FCTC guidelines recommend that the tobacco tax structure includes a
specific excise component rather than ad valorem because specific tax leads to higher prices and a
lower market share of cheap products [43,44]. In an ad valorem system, a minimum specific tax
should also be implemented to guarantee minimum price and revenue levels [44]. In addition, the
tax structure needs to be uniform not differential because uniform tax leads to larger reductions in
smoking as there is less opportunity to switch between different tiers and types of tobacco products.

Table 6. Key findings from systematic reviews and single studies

Category of finding Element 3

Five systematic reviews on cigarette taxation recommend
improving taxation policies as a cost-effective tool to combat
Benefits tobacco use and provide equity in health and economic benefits [66-
70].

One systematic review recommends including a specific excise
component within a simple tax structure [44].




Currently, evidence on the relationship between tax structure and
WTS is unavailable.

However, for cigarette consumption, one cross-country study
suggests that a specific and uniform tax structure is superior to an
ad valorem and tiered tax structure in reducing cigarette
consumption by 6-65% [60].

One systematic review and one global legally binding article
recommend that the tobacco tax structure includes a specific excise
component rather than ad valorem because specific tax leads to
higher prices and a lower market share of cheap products [43,44].

One systematic review demonstrates that in an ad valorem system,
a minimum specific tax should also be implemented to guarantee
minimum price and revenue levels [44]. In addition, the tax
structure needs to be uniform not differential because uniform tax
leads to larger reductions in smoking as there is less opportunity to
switch between different tiers and types of tobacco products [44].
Harms Literature review did not reveal any potential direct harms

Cost and/ or cost | One systematic review on waterpipe tobacco interventions reported
effectiveness in relation | that a 10% increase in waterpipe tobacco taxation in Lebanon would
to the status quo reduce waterpipe tobacco demand by 14.5% (price elasticity of
demand -1.45) [66].

One local report on cigarette taxation from Egypt demonstrates that
regular increases in tobacco taxes over years have led to increased
governmental revenues [17,47]. In the fiscal year 2020/2021,
tobacco taxes revenues were EGP 75 billion (USD 4.6 billion)
constituting nearly 8% of total governmental revenues [15,50-52].
Previously, the 2010 improvements in cigarette taxes resulted in a
151% increase in revenues from EGP 7 to EGP 17.6 billion between
2010 and 2012, a 14% decrease in tobacco sales within two years,
and a 46% increase in the cigarette tax per pack for the most popular
brand [17,47].

Uncertainty  regarding | Literature review did not reveal any uncertainty estimates regarding
benefits and potential | benefits and potential harms
harms

V. Implementation Considerations

Some considerations need to be addressed at different stakeholder levels to overcome potential
barriers that may influence successful implementation of the recommended change in waterpipe
tobacco taxation policies. Evidence-based counterstrategies to overcome these barriers are
suggested.

The different levels addressed with these implementation considerations are the consumer (the
smoker of waterpipe tobacco), the professionals (healthcare providers), the organization (national



and regional), and the system (government/Ministry of Finance). These implementation
considerations may be summarized as follows:

Levels Barriers Counterstrategies
Consumer The smokers’ barriers could be | Raising public awareness that tobacco
level: unwillingness to pay extra taxes and | taxes are re-directed in health

lack of awareness of the public | investment [70].
health and economic benefits [70].
Public support for increased taxation
increases substantially when tax
revenues are specifically directed to
fund public health programs [70].

National and regional organizations
that advocate for health could make
parallel efforts to create public
awareness for the positive impact of
increasing taxes on health and
economy, as well as be involved in
smoking cessation awareness
campaigns  [44, 65-70].  The
government and corporate social
responsibility programs could fund and
assist these organizations in this regard.

Professional Health care provider barriers could | Implement a national support program,
level: be that they are not well trained on | including training of health care
smoking cessation as more smokers | providers on smoking cessation and
are expected to ask for professional | behavioral counseling, especially in
advice on how to quit WTS because | primary health care [66].

of price increases in waterpipe
tobacco products [66].

Organization | Inefficient and ineffective | Institutional arrangements:

level: administration ~ monitoring  of | Clearly defined roles of competent
tobacco tax systems hinders tax | authority, designed to prevent overlaps
compliance and collection of tax | and voids [44].

revenue, increasing the risk of tax | -Effective coordination among relevant
evasion and illicit trade [44]. bodies within a country and across
jurisdictions are essential to optimize
tax collection and enforcement of tax
policy (national, bilateral across
borders, regional, and international
coordination) [44].

-Evaluation of performance and
accountability. Key strategic indicators
are useful for assessing the
performance of a competent authority,
including the cost of collection ratio,




tax gap analysis and tax revenue targets
[44].

Tax compliance cycle:

For any tax, there are associated
compliance, control, and enforcement
processes. The compliance cycle
usually includes registration and
licensing, tax declarations,
recordkeeping, storage in warehouses,
duty suspension, collection of tax and
tax refunds. Figure 5 illustrates the
typical stages of the tax compliance
cycle [44].

Control and enforcement planning:

-Establish a strategic plan to control the
compliance  cycle by ensuring
taxpayers compliance and preventing
illicit trade and tax avoidance,
preferably focusing the majority of
resources on preventive policy [44].

- Tax risk management through risk
analysis to identify the points of
intervention  that have  higher
probabilities of noncompliance. A risk-
based approach  with  targeted
interventions allows for better results
and more efficient use of resources to
ensure effectiveness of tax collection.
An enforcement and control plan must
be drafted. This plan should include
definitions of the activities that will be
enforced, the taxpayers upon whom
they will be enforced and the
circumstances under which they will be
enforced, as well as allocating
resources for staffing, auditing,
infrastructure, and IT [44]. Targets
must also be defined, including the
number of interventions and the
amount of additional collected revenue
or reduction of tax evasion. Modern
risk assessment makes use of electronic
data on taxpayers, tax payments,




declarations from other taxes, such as
VAT, and third-party information [44].

The government could require
taxpayers to present this information
among the obligatory tax declarations.

Controls over the supply chain:

The main places for reporting and
monitoring along the supply chain:
import, ex-factory and removals from
warehouses. Manufacturers could be
required to report imported inputs at the
border, as importers of finished
products do. If components are subject
to licensing, information can be
required as part of the licensing process
[44].

Licencing and due diligence:

Licensing provides timely and accurate
data that can serve as the basis for
audits because it identifies and controls
legitimate  operators. For  new
operators, the process to obtain a
licence could include visits and
verification of production factories,
storage facilities and distribution
premises. Licensing helps to identify
and control legitimate operators. The
data obtained from licensing can serve
as a basis for audits. Licences should be
controlled on a regular basis and
updated periodically to ensure their
validity [44].

Fiscal markings (Tax stamps):

The use of fiscal markings is generally
considered to be an appropriate tool for
increasing compliance with tax laws.
Fiscal markings can also be helpful for
distinguishing between genuine and
illicit tobacco products [44].

Tracking and tracing:




Tracking and tracing system assists
authorities in determining the origin of
tobacco products and the point of
diversion, as well as monitoring and
controlling the movement of tobacco
products and their legal status [44].

Anti-forestalling:

Forestalling reduces and delays the
effectiveness of tax  measures.
Implementing anti-forestalling
measures can limit the delay of a tax
increase and its intended effect on
revenues and consumer behaviour [44].

Additional national audits and controls:
Several different types of periodic
audits and controls that can be carried
out to increase compliance, including
cost audits, transfer pricing audits,
price and market monitoring, consumer
controls and cross-check controls [44].

Import and export controls:

To ensure control of import and export,
it is recommended that only

duly licensed persons and entities be
allowed to import and export tobacco
products and manufacturing equipment
[44].

Free zones and transhipment points:
Customs  administrations  should
exercise their authority in free zones to
prevent different economic operations
from taking place outside the control of
authorities. Relevant measures include
licensing, due  diligence  and
recordkeeping for all operators within
free zones, as well as implementing a
tracking and tracing regime [44].

Procedures after detecting illicit trade
of tobacco:

As soon as smuggling or illicit trade in
tobacco products is detected, actions




Implementation
Officials may be hesitant to apply
major tax changes at once.

The unit of waterpipe tobacco
taxation is unclear and not linked to
the real-life consumption pattern of
smokers, unlike cigarettes.

such as collecting taxes and seizing and
destroying smuggled and/or illicit
tobacco must be taken [44].

Penalties:

Penalties and sanctions imposed should
be sufficient to deter illegal

tobacco trade activities. Penalties
should be levied in amounts
proportionate to lost taxes and duties
resulting from illicit trade [44].

Consider a phased approach in
implementing the suggested waterpipe
tobacco tax restructuring policy. This
could be done through adopting the
successive increments in specific
excise tax suggested in ECON-WTS
economic model.

The unit of waterpipe tobacco taxation
could be the 20g of tobacco that is unit
basis of the hagar used in a WTS
session by smokers, and as reported by
the WHO report on the global tobacco
epidemic [57].

Also, it is advised to continue taxing
the tobacco product itself because a
large proportion (51.6%) of waterpipe
tobacco smokers smoke it at home [6].
This became more evident during the
COVID-19 pandemic where cafes
serving waterpipes were shut down by
the government [32,33], so smokers
shifted to home WTS, considering it a
cheaper alternative than café¢ WTS as
no value added taxes are applied for the
service in cafés.

System level:

Tobacco industry interference The
tobacco industry uses SCARE
tactics to dissuade governments
from implementing




tobacco tax increases [44]:

- (S) Smuggling and illicit trade
The local industry could raise
arguments  that  governmental
revenues will decrease due to the
high elasticity, if prices and tax rates
of tobacco products increase, and
that illicit trade will increase.
Officials may be concerned about
the problem of smuggling and tax
evasion. lllicit trade in tobacco
products continues to be a major
concern for tax administrators
because of the difficulties associated
with accurate and independent
measurement of it, as well as with its
elimination. Industry  figures
provide a distorted understanding of
the extent of the problem, along with
a monocausal explanation of the link
between illicit trade and tobacco
taxation [44].

(C) Court and legal challenges
Health-protective and non-
discriminatory tobacco excise taxes
are legally defensible, and industry
threats will usually be baseless. The
Government’s legal position can be
strengthened, however, by
exercising care with a tax measure’s
procedure, design, and consultation
[44].

-Assess independently and with the
best statistical practices the size of the
illicit trade to assess the scope of the
problem [44].

-Address directly the country-specific
institutional and/or governance
challenges, including  multilateral
coordination, and improve tax and
customs administrations practices [44].
-Implement best practices to fight illicit
trade, contained in the WHO FCTC
Protocol to Eliminate Illicit Trade in
Tobacco Products [44], which Egypt
has signed in January 2021
(Presidential Decree No. 170/2020)
[45] and this will strengthen the
position of market monitoring sectors.

Taxation policies need to be
accompanied by a strong law
enforcement mechanism to reduce

smuggling or tax evasion [44].

-Determine the standard of
consultation required under domestic
law and any applicable international
obligations [44].

-Distance the tobacco industry from the
policy-making process to the extent
that this is permissible [44].

-Avoid unnecessary and unjustified
discrimination towards foreign tobacco
products or investors in

the design, implementation, or
enforcement of a tax measure [44].
-Do not offer investment incentives in
the form of inducements or contractual
undertakings, as these may be binding
in and of themselves or grounds for a
challenge under an international
investment agreement [44].

The Ministry of Finance has previously
submitted an official complaint against




(A) Anti-poor rhetoric
(regressivity)

In its effort to lobby against tax
increases, the tobacco industry often
claims that tobacco taxation will
hurt the poor. This argument is
based on the concept of regressivity
in relation to taxation. Conceptually,
a tax is regressive if it means lower-
income people must pay a relatively
greater  proportion  of  their
household income to meet the tax
liability than wealthy people [44].

(R) Revenue reduction

Arguments by tobacco control
opponents that tax increases will not
result in increases in revenue [44].

the local industry, as they ignored
inserting the tax stamp required by the
Ministry on some tobacco packs [47].
As a result of this complaint, the police
confiscated these products and the
industry was held liable for
compensation due to tax evasion [47].
The Customs Authority filed an official
civil complaint and was seen by the
court [47]. Such counterstrategies
could be used in case the industry
interferes with the recommended
waterpipe tobacco tax system.

Tobacco taxation and tax increases are
actually a progressive or pro-poor
policy once these wider considerations
are properly accounted for [44].

-The concept of regressivity based
solely on tax burden does not consider
the wider health and economic harms
caused by tobacco use that are
disproportionately  experienced by
lower socioeconomic groups [44].
-Higher tobacco taxes and prices can
induce behavioral change in the
population, as reflected in the price
elasticity of demand, which means that
lower-income smokers will curtail their
smoking the most and thus will benefit
disproportionately in terms of health
gains  from reduced  tobacco
consumption and use [44].

Tax increases, even in countries with
already high taxes, bring in additional
revenue [44].

If tax increases are carefully designed
and tax administration is functional, it
is extremely unlikely that tax increases
will lead to revenue decreases [44]. For
instance, the relatively price inelastic
nature of cigarette demand, combined
with the low tax share and no
overshifting of the tax, means that for




(E) Employment

The tobacco industry often seeks to
frame tobacco taxes as an economic
issue rather than a public health
issue. Particular emphasis is placed
on the alleged threat tax increases
pose to employment in tobacco
manufacturing, as well as related
industries. The tobacco industry
exaggerates the importance of
tobacco employment relative to total
national employment and overstates
the impact that domestic demand
reduction from local taxes will have
on tobacco producers serving a
global market [44].

most, if not all, countries, increases in
revenues will accompany increases in
taxes [44].

The argument used by the industry
ignores the fact that expenditures on
tobacco do not disappear but rather are
redistributed to other consumption that
can produce a similar or higher number
of jobs [44]. Case studies demonstrate
the possibility and methods for
governments to support producers in
transitioning to other industries that
provide similar and often better returns
with greater sustainability [44].

licensing (renewal)

Figure 5. Tax compliance cycle [44]
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Next Steps
The aim of this Policy Brief is to foster dialogue informed by the best available evidence.

The intention is not to advocate specific policy elements or close off discussion. Further actions
will flow from the deliberations that the policy brief is intended to inform. These may include:
— Deliberation amongst policymakers and stakeholders regarding the policy elements described
in this policy brief.

— Refining elements, for example by incorporating, removing or modifying some components.
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Glossary®

Ad valorem excise tax

means a tax levied on selected products based
on value, such as retail selling price, the
manufacturer’s (or ex-factory) price, or the
cost insurance freight price (CIF)

Affordability

means price relative to per capita income

“Excise tax” or “Excise duty”

means a tax or duty imposed on the sale or
production of selected products, such as
tobacco products

“General sales tax (GST)”

means a tax imposed on a wide variety of
products, typically based on retail price
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“Import tax” or “Import duty

means a tax imposed on selected imported
products, such as tobacco products

“Mixed tax” or “Hybrid tax”

means a tax that includes both a specific tax
component and an ad valorem tax component

“Prevalence”

means the percentage of the population that
uses a tobacco product

“Price elasticity of demand”

means the percentage change in consumption
resulting from a one per cent increase in real
price

“Product substitution”

means switching from the use of one tobacco
product to another, for example from
cigarettes to loose tobacco, in response to
changes in relative prices or other factors

“Share of excise tax in retail price”

means the percentage of the retail price of a
tobacco product, inclusive of all relevant
taxes, accounted for by excise taxes on that
product

“Share of taxes in retail price”

means the percentage of the retail price of a
tobacco product, inclusive of all relevant
taxes, accounted for by all taxes on that
product

“Specific excise tax”

means a tax levied on selected products based
on quantity, such as number of cigarettes or
weight of tobacco

“Tiered tax”

means a tax applied at different rates to
different variants of a given product, based on
various factors such as price, product
characteristics, or production characteristics

5 World Health Organization. Guidelines for implementation of Article 6 of the WHO FCTC.
https://www.who.int/fctc/guidelines/adopted/Guidelines_article 6.pdf.




“Uniform tax” means a tax applied at the same rate to all
variants of a given product, such as all
cigarette brands and brand variants

“Value added tax (VAT)” means a tax imposed on a wide variety of

products (domestic and imported), based on
the value added at each stage of production or
distribution
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