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Chapter 16 
The Impact of Tobacco Use and Tobacco Control 

Measures on Poverty and Development 

 

The economic and health consequences of tobacco use are particularly pronounced among 
the world’s poorest populations, who can afford these costs the least. The interrelationships 
of tobacco use, individuals’ economic status, and tobacco control policies are complex and, 
as an integral part of a comprehensive tobacco control strategy, require careful appraisal. 
With this aim in view, this chapter examines the following topics: 

 The relationship between poverty and tobacco use, including implications for low- 
and middle-income countries 

 The opportunity cost of tobacco use relative to other household expenditures, 
especially in poor households 

 The impact of tobacco use on economic development, including population health 
and health care costs 

 The implications of tobacco control strategies for the poor. 

High-income countries have succeeded in curbing tobacco consumption by significantly 
raising tobacco taxes and prices and by employing the tobacco control strategies described 
in this monograph. However, today around 80% of smokers worldwide live in low- and 
middle-income countries, and in most countries, regardless of country income group, 
tobacco use is more concentrated in low-income populations. Understanding the effects of 
tobacco on low-income populations is particularly important in reducing tobacco use and its 

adverse health consequences. 



Monograph 21: The Economics of Tobacco and Tobacco Control 

   
 

569  
 

Chapter Contents 

Introduction ..............................................................................................................................................570 
Patterns of Tobacco Use, by Poverty and Country Income Group ..........................................................570 

Income, Demand, and Tobacco Use ..................................................................................................573 
Impact of Socioeconomic Status on Responsiveness to Price ...........................................................575 

Impact of Tobacco Use on Poverty ..........................................................................................................576 
Impact of Tobacco Use on Economic Development ...............................................................................580 

The WHO Framework Convention on Tobacco Control and Sustainable Development Goals........581 
Tobacco Control and Equity ..............................................................................................................582 

Summary ..................................................................................................................................................584 
Research Needs ........................................................................................................................................585 
Conclusions ..............................................................................................................................................585 

References ................................................................................................................................................586 
 

Figures 

Figure 16.1 Prevalence of Current Tobacco Use Among Adults Age 15 and Older, by Wealth 

Quintile, 2008–2010 ...........................................................................................................572 
Figure 16.2 The Cycle of Tobacco Use and Poverty .............................................................................578 
 

  



Chapter 16: The Impact of Tobacco Use and Tobacco Control Measures on Poverty and Development 

   
 

 570 
 

Introduction 

Tobacco caused nearly 100 million premature deaths worldwide in the 20th century—a public health 

catastrophe that primarily affected high-income countries (HICs).
1
 In the 21st century, tobacco is 

projected to cause 1 billion deaths, with the majority of these deaths expected to occur in low- and 

middle-income countries (LMICs).
1
 Not only has the burden of tobacco use and tobacco-related disease 

and death shifted from HICs to LMICs, but the tobacco use epidemic has become increasingly 

concentrated among the poor in countries in all stages of economic development. These developments 

call for the consideration and careful evaluation of tobacco use and its adverse health and economic 

consequences as an aspect of the multiple dimensions of poverty and development. This chapter 

examines these consequences and the ramifications of tobacco control for people in poverty, focusing 

particularly on LMICs. 

The 1999 World Bank report Curbing the Epidemic: Governments and the Economics of Tobacco 

Control
2
 and the 2004 World Health Organization (WHO) report Tobacco and Poverty: A Vicious 

Circle
3
 drew attention to the growing impact of tobacco use in LMICs and the high burden of tobacco 

use on the poor, in countries across a range of income levels. Since these reports were published, the 

evidence linking tobacco and poverty has continued to grow, and the WHO Framework Convention on 

Tobacco Control (WHO FCTC) has led many countries, including LMICs, to adopt evidence-based 

tobacco control measures. 

The first section of this chapter discusses the evidence on tobacco use patterns by country income group 

and by the poverty status of people within these countries. The second section describes the association 

between tobacco use and poverty—in particular, the opportunity cost of tobacco use and the cycle of 

tobacco use and poverty. Next is a discussion of the impact of tobacco use on economic development 

within countries and the implications of tobacco control for the United Nations’ (UN) Sustainable 

Development Goals (SDGs).
4
 The fourth section focuses on the equity of tobacco control measures 

(both tax and non-tax measures) and the impact of these measures on the poor.  

Patterns of Tobacco Use, by Poverty and Country Income Group 

Poverty is a major determinant of premature mortality and ill health worldwide. Across countries and 

over time, data have consistently shown a relationship between life expectancy and a country’s gross 

domestic product (GDP).
5
 Major contributors to global morbidity and mortality—such as inadequate 

sanitation, hunger and malnutrition, and lack of access to medical care—are closely associated with 

poverty. It has long been understood that even within HICs, socioeconomic position influences the level 

of exposure to most risk factors for poor health.
6
 The influential Rose and Marmot study

7
 of civil 

servants in the United Kingdom of Great Britain and Northern Ireland revealed an increasing risk of 

death with decreasing employment grade, highlighting the importance of examining inequalities within 

countries as well as across countries.  

When the smoking of mass-produced cigarettes increased rapidly in the first half of the 20th century it 

grew fastest in HICs such as the United States and United Kingdom and across socioeconomic groups. 

However, as awareness of smoking’s health hazards grew, over a period of decades, smoking prevalence 

steadily dropped among the more educated, higher income populations.
8
 Thus, HICs’ use of tobacco 

products and exposure to secondhand smoke (SHS) have become more concentrated in low-income 

populations. In HICs, smoking tends to be more prevalent among people with working class jobs, low 

educational levels, and low incomes.
9
 In 2014, smoking prevalence among U.S. adults (ages 18 years or 
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older) was highest among people with a General Education Development (GED) certificate (43.0%) and 

lowest among people with a graduate degree (5.4%). In addition, prevalence was higher among people 

living below the poverty level (26.3%) than among those at or above this level (15.2%).
10

 

Other studies also point to the disproportionate burden of tobacco on the poor. Using data from the U.S. 

National Health and Nutrition Examination Survey, researchers found a linear relationship between SHS 

exposure and blood lead levels in youths and adults.
8
 Youths in households below the poverty line had 

both higher SHS exposure and higher blood lead levels than youths living above the poverty line. 

Moreover, youths with SHS exposure had blood lead levels suggestive of the potential for adverse 

cognitive outcomes.
11

 Studies from HICs have also suggested that tobacco retailers and retail advertising 

are more highly concentrated in low-socioeconomic-status (SES) neighborhoods
12

 and that low SES and 

the presence of tobacco retailers are negatively associated with smoking cessation.
13

 Moreover, tobacco 

product manufacturers have a history of targeting marketing strategies toward low-income and 

racial/ethnic populations.
14,15

 These findings and others raise concerns about equity in the progress of 

tobacco control measures in HICs.
16

 

As described in chapter 2, cigarette consumption and the number of tobacco smokers have risen in 

LMICs over the past few decades and have simultaneously fallen in HICs. Although tobacco use still 

accounts for a greater proportion of overall mortality in HICs compared with LMICs, that will change in 

the future, given current patterns of tobacco use.
17

 At present, the majority (around 77%) of the world’s 

approximately 1.1 billion current smokers live in LMICs.
18

 An estimated 88 million smokers (8%) live 

in low-income countries, 318 million (29%) live in lower middle-income countries, and 455 million 

(41%) live in upper middle-income countries. Less than one-quarter of the world’s smokers live in 

HICs. A large number of smokers—approximately 226 million globally—are living in poverty. This is a 

very rough estimate derived from national poverty headcount ratios published by the World Bank (see 

the Statistical Annex for more information). Additionally, many surveys show that people of lower 

income or lower SES tend to smoke more than the more affluent members of society.  

A review of Global Adult Tobacco Survey (GATS) data from 14 GATS countries, primarily LMICs, 

showed overall high rates of smoking in men, early initiation of smoking in women, and low quit 

ratios among both men and women, when compared with HICs such as the United States and United 

Kingdom.
19

 The 14 GATS countries are Bangladesh, Brazil, People’s Republic of China, Egypt, 

India, Mexico, Philippines, Poland, the Russian Federation, Thailand, Turkey, Ukraine, Uruguay, 

and Viet Nam.  

In addition to the shift in the burden of tobacco use from HICs to LMICs, tobacco consumption tends to 

be higher among lower income population segments in many countries (Figure 16.1). In other words, 

disparities in tobacco use and related health outcomes exist within LMICs as well as HICs. A systematic 

literature review by WHO
20

 found a robust association between a higher prevalence of current smoking 

among adults and lower income, for both men and women. This finding was consistent across three 

decades of studies, across most geographic regions, and across countries at different income 

classifications, with an overall odds ratio of smoking of 1.45 (95% confidence interval [CI], 1.35–1.56) 

in the low-income group compared to the high-income group. The association was stronger for women 

than men, suggesting that the relationship between smoking and poverty could be stronger among 

women.
20

 



  572 

 

    

                  

C
h

ap
ter 16: T

h
e Im

p
act o

f T
o

b
acco

 U
se an

d
 T

o
b

acco
 C

o
n

tro
l M

easu
res o

n
 P

o
verty an

d
 D

evelo
p

m
en

t 
 

 572 
 

Figure 16.1 Prevalence of Current Tobacco Use Among Adults Age 15 and Older, by Wealth Quintile, 2008–2010 

 

Note: Data are from the Global Adult Tobacco Survey 2008–2010.  
Source: Palipudi et al. 2012.21 
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Numerous studies across many countries have provided evidence that adult smoking prevalence rates are 

higher among less educated and lower SES populations compared with others (unlike HICs, where 

historically tobacco use was high across all income groups).
20

 There are exceptions, however; for 

example, in Mexico tobacco use is lower among the poor than the rich.
21

 Although, around the world 

higher SES is associated with a lower probability of smoking, among existing smokers it may be 

associated with a higher number of cigarettes smoked.
22 

 

A number of factors may explain why low-income populations are more likely to smoke. First, because 

of literacy and knowledge gaps, the poor are generally less aware of the harmful effects of smoking on 

health. Second, the many stresses associated with living in poverty play a major role in continued 

tobacco use. Third, poor people may view smoking as one of the few ways they can reward themselves. 

As discussed in other chapters, research from HICs has shown that low-income groups have greater SHS 

exposure (chapter 6), higher exposure to tobacco marketing (chapter 7), and less access to cessation 

services (chapter 9), all of which contribute to increased smoking prevalence.  

Patterns of smoking behavior by SES differ depending on the stage of economic development a country 

is in.
23

 In low-income countries, smoking might be higher in affluent groups because of the cost of 

purchasing tobacco products, but this pattern appears to reverse as increasing economic development 

enables poorer segments to gain access to tobacco products. Thus, as low-income countries gradually 

rise to lower middle-income status through economic development, tobacco consumption would be 

expected to increase faster among their poorest populations. Preventing such a rise in tobacco use could 

be especially challenging as poorer populations are increasingly exposed to tobacco product marketing.  

Income, Demand, and Tobacco Use 

The concept of income elasticity of tobacco demand illustrates the impact of income on tobacco use 

across populations. Income elasticity is measured as the ratio of the percentage change in tobacco 

consumption to the percentage change in income. If income elasticity is positive (i.e., a positive 

correlation between tobacco consumption and income), tobacco is considered a “normal” good, such 

that poor people consume less tobacco than rich people. If income elasticity is negative, tobacco is 

considered an “inferior” good, with poor people consuming more than rich people. If income elasticity is 

positive and greater than 1, a product is considered a “luxury” good. The demand for luxury goods 

increases with income. However, as their income rises, people may also switch to higher priced tobacco 

products or brands. For example, in India a rise in income level could result in smokers switching from 

hand-rolled bidis to machine-made cigarettes. 

Existing evidence suggests that income elasticity varies across populations, geographic regions, and over 

time. Within HICs, such as the United States, the income elasticity of cigarettes has shifted over time: 

Tobacco was once a normal good (demand for tobacco increased with income) but became an inferior 

good (demand decreased with income) as smoking has become concentrated in lower income groups.
24

 

In contrast, in LMICs cigarettes might still behave as a normal good, and even within HICs cigarettes 

may be treated as a normal good among low-income populations.  

Guindon and Boisclair
25

 reviewed multiple scenarios projecting future global tobacco consumption to 

2025. Their model suggested that a high positive income elasticity of demand for tobacco products 

accompanied by a high per capita GDP growth rate leads to exponential increases in the consumption of 

cigarettes. However, higher income is also associated with increased awareness of the health 
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consequences of tobacco use, which is likely to counteract the positive effects of income growth on 

tobacco consumption. The net effect of variation in income on tobacco demand is therefore less clear. 

Several studies have observed greater income elasticity in the demand for tobacco in lower SES groups, 

whereas other studies have found no systematic differences in income elasticity across socioeconomic 

groups. In some instances, income elasticity is negative, although it is not associated with any particular 

income group.  

The literature provides evidence of greater income elasticity for tobacco consumption among lower 

income populations in some LMICs. According to this evidence, comparable increases in income across 

different income groups could lead to disproportionately larger increases in tobacco consumption by 

poor smokers compared to rich smokers in these countries.
26

 Thus, tobacco is not only an indisputable 

threat to global health—and consequently a strong force against development—but its effects can 

increase in magnitude as a country experiences income growth.  

Several studies have examined the differential trends in total tobacco expenditures across different 

income groups, which sometimes appear to result in tobacco control measures having different effects 

for different segments of the population. For example, Thailand enacted comprehensive tobacco control 

strategies between 1990 and 2000. The share of tobacco expenditures in total household expenditures 

did not show any significant decrease in the bottom three income deciles, although the share of 

expenditures decreased significantly in the upper seven deciles.
27

 The tobacco control measures’ 

uneven effect across different income groups is reflected in the estimated tobacco expenditure elasticity 

with respect to income, which was found to be greater than 1 for poor people but less than 1 for 

wealthier people. 

A study from Morocco showed that tobacco expenditures increased more than twofold from the 1960s 

(1.2%) to 1999 (2.5%).
28

 A closer look at this increase reveals a disparity in tobacco expenditures—a 

4.4-fold increase in rural areas compared with a 2.7-fold increase in urban areas. Since the early 1990s, 

the poorest population subgroups in rural areas have spent more money on tobacco than their richer 

urban counterparts. Using 1998-1999 data, this study estimated the expenditure elasticity of tobacco 

with respect to income at 1.13 for the poorest two income groups and at 0.59 for the richest two income 

groups, averaging 0.73 for all income groups. This inelastic expenditure pattern for the nation as a whole 

and the elastic expenditure pattern for the poorest income group imply that an increase in income across 

all income groups would result in decreased expenditures on tobacco over time at the national level but 

an increase in such expenditures by the poor.
28

  

In Indonesia the rate of spending on tobacco by the lowest income group rose significantly compared 

with the middle-income group during the period from 1981 to 1997 (227% in the lowest income group 

compared with 182% in the middle-income group).
29

 In Egypt during 1995-1996 and 1999-2000, 

the share of tobacco expenditures as part of total household expenditures was highest among rural 

households with lower levels of income and when the head of the household was illiterate, unemployed, 

or employed in the lowest wage occupations (e.g., construction, trade and restaurants, transportation 

and storage). Between the two observation periods, the tobacco expenditure share increased significantly 

for lower SES groups. Tobacco expenditure elasticity was highest for the poorest income quartile in 

both periods.
30
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Household tobacco expenditures might increase over time due to income growth, and this effect could 

be greater for those starting at the lower income levels. However, it is not clear from the studies 

discussed above whether the greater rate of increase in tobacco expenditures among the poor reflected 

increased consumption or a shift to higher priced tobacco products. As a result of income growth, those 

at the lowest income levels might switch to higher priced products that they could not afford previously. 

In either circumstance, an emphasis on reducing affordability at all levels through significant price 

increases would be effective in reducing tobacco consumption among poor smokers. See chapter 4 for a 

detailed discussion of affordability.  

Between-country comparisons of tobacco use by the various income groupings of countries and by the 

SES of people within countries provide strong evidence that the global tobacco use epidemic has shifted 

toward LMICs and, within LMICs, toward people of lower SES.
20

 Thus, the economic and health 

burden of tobacco use appears to be disproportionately larger for the people who are least capable of 

bearing it. Greater implementation of tobacco control policies in LMICs could play a critical role in 

flattening the rising curve of tobacco consumption and smoking prevalence, and help reduce the 

impoverishing impact of tobacco use. 

Impact of Socioeconomic Status on Responsiveness to Price 

As described in chapter 4, extensive evidence demonstrates that significant increases in tobacco product 

prices reduce tobacco use. Economic theory predicts that the effects of price on consumption will be 

larger among lower income consumers than among higher income consumers, with all else remaining 

constant. A growing number of studies based on data from household or individual-level surveys have 

examined the effects of price on consumption in high-, middle-, and low-income countries.  

Early studies that examined differences in price responsiveness based on differences in income and 

related characteristics (i.e., education, socioeconomic class) in the United States concluded that smokers 

in lower socioeconomic groups generally respond more to changes in cigarette prices than smokers in 

higher socioeconomic groups. For example, Farrelly and colleagues
31

 in 2001 estimated that smokers in 

U.S. households below the median income level were about four times more responsive to changes in 

cigarette prices than smokers in higher income households. Similarly, in an application of the rational 

addiction model (see chapter 4) in 1991, Chaloupka
32

 found that smokers with lower education levels 

were more sensitive to price than smokers with higher education levels.  

Results are somewhat less consistent in more recent U.S. studies, with some finding little difference in 

price elasticity of cigarette demand across income groups, and others finding greater elasticity 

differences, consistent with those from earlier studies. Several researchers—such as Stehr,
33

 Colman and 

Remler,
34

 and DeCicca and McLeod
35

—have continued to find that cigarette demand is least inelastic 

(or more elastic) among the lowest socioeconomic groups and generally becomes increasingly inelastic 

(or less elastic) as income rises or education increases.  

Others have found more mixed evidence. For example, Franks and colleagues,
36

 using data from the 

1984–2004 Behavioral Risk Factor Surveillance System surveys, found that differences by income were 

more pronounced before the Master Settlement Agreement (MSA) in November 1998 (an agreement 

between a group of U.S. states and the five largest U.S. tobacco companies regarding tobacco product 

marketing) than after the settlement. Based on data from before the agreement (1984 to 1996), 

prevalence elasticities were –0.45 for the lowest income quartile and –0.22 for the remaining three 
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higher income quartiles. However, according to data from after the MSA (1997 to 2004), neither group 

was responsive to price, with insignificant price elasticity estimates of –0.14 for the lowest income 

quartile and –0.07 for the remaining three higher income quartiles.  

Farrelly and Engelen
37

 reached the opposite conclusion using data drawn from the same surveys. 

However, they limited their pre-MSA sample to the period from 1990 (when most states participated in 

the survey) through October 1998 and added 2 years to the post-agreement sample (through 2006). Their 

results showed that demand became more inelastic after the MSA, but, in contrast to Franks and 

colleagues, these researchers found that the lowest income group was more responsive to price than the 

other income groups. One possible explanation for the post-agreement differences is the increased 

availability of low-priced cigarettes from companies that were not signatories to the MSA—particularly 

companies that did not comply with the escrow and other provisions adopted by states and intended to 

keep their costs comparable to those of participating companies.
38

 

Other studies have examined differences in price elasticities across socioeconomic groups in other HICs. 

For example, Townsend and colleagues
39

 found that smokers in the highest socioeconomic classes in the 

United Kingdom were much less affected by price than smokers in the lowest socioeconomic classes. 

Similarly, Siahpush and colleagues
40

 found sharp differences in the price elasticity of smoking 

prevalence in Australia, with estimates of –0.32 for low-income groups, –0.04 for middle-income 

groups, and –0.02 for high-income groups. 

Since 2000, research on LMICs generally has produced similar findings. Studies have shown that 

tobacco use among lower income or less educated groups is more responsive to price than tobacco use 

among higher income or more educated groups. This result is supported by studies in such countries as 

Bangladesh,
41

 China,
42,43

 Indonesia,
44

 South Africa,
45,46

 and Viet Nam.
47

 

Findings from a few other countries have been less consistent regarding responsiveness to price and 

income or education. Studies in some countries found evidence of an inverse U-shaped relationship, 

with demand less inelastic when moving from the lowest socioeconomic group to higher groups, before 

becoming more inelastic as SES continues to improve. These results were found, for example, in 

Myanmar,
48,49

 Nepal,
50

 Thailand,
27

 and Turkey.
51

 No clear pattern was found across income groups in 

other countries—for example, Egypt
30

 and Sri Lanka.
52

 

One possible explanation for the mixed evidence from LMICs is the variety of tobacco products and 

brands available, including those that are inexpensive and highly affordable, allowing users to switch to 

cheaper options in response to tax and price increases.
53

 Limited evidence from these countries provides 

some support for this hypothesis. For example, van Walbeek
46

 found that poor South Africans were 

more likely than those with higher incomes to switch to cheaper pipe and other tobacco products 

(e.g., self-rolled cigarettes) in the 1990s when cigarette taxes and prices were rising.  

Impact of Tobacco Use on Poverty 

Poverty is broadly understood as resource deprivation in which the basic life necessities are not met. 

The previous section described the association between poverty and smoking prevalence; this section 

describes how tobacco use can contribute to or exacerbate conditions of poverty.  
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In the conventional measurement of poverty, a set of minimum human needs, such as food, water, and 

clothing, is specified. For example, one approach is to define spending more than 75% of income or 

expenditures on food as “ultrapoverty.”
54

 However, it is important to distinguish between primary 

poverty and secondary poverty, as defined by British sociologist B. Seebohm Rowntree
55

 in the early 

20th century. Primary poverty refers to a situation in which income or other resources are insufficient to 

afford the basic necessities of life (i.e., food, water, clothing). Secondary poverty is a state in which 

resources are sufficient to meet basic needs, but these resources are not used effectively. For example, 

secondary poverty results when a substantial amount of limited household resources are used to support 

an addictive behavior, such as tobacco or alcohol use, and the remaining funds are insufficient for basic 

necessities. Many smokers are in secondary poverty because there is not enough income left after 

tobacco expenditures to cover basic necessities. 

Tobacco use has a variety of negative effects on poor households and contributes to a cycle of poverty. 

In households with secondary poverty, tobacco expenditures are often a key factor underlying the 

inability to meet basic necessities. Given the prices of goods and services and the limited income of poor 

consumers, the purchase of tobacco requires trade-offs in the consumption of basic necessities. The 

opportunity cost of tobacco use in this situation can be defined as the amount of any necessity a poor 

household forgoes to purchase a tobacco product. Poor households in LMICs spend much of their 

income on food, leaving limited income for non-food necessities, such as clothing, housing, education, 

health care, and fuel. Contributing part of their limited income for tobacco expenditures implies a 

reduced consumption of both food and non-food necessities, causing deprivation and lower standards of 

living.
54

 “Forgone Income 1” in Figure 16.2 represents the high opportunity cost of tobacco in which the 

increase in tobacco consumption among the poor is linked to an increase in spending on tobacco and less 

money spent on basic necessities such as education and nutrition. 

Households forgo more income when the principal earner in the family falls ill due to tobacco 

consumption, incurs costs for treating that illness, and loses productivity and earnings (“Forgone 

Income 2” in Figure 16.2). These effects can be especially devastating to a family living at or below the 

poverty line. Because poorer, less educated, and less skilled people often earn their livelihoods through 

physical labor, the disability caused by tobacco consumption often results in a greater loss of income 

and food supplies for them than for people with more resources.
56

 

In China, for example, Liu and colleagues
57

 demonstrated that excessive medical expenses attributable 

to smoking could have caused a loss in income and an increase in the poverty rate of 1.5% in urban 

areas and of 0.7% in rural areas in 1998. This study estimated that excessive medical spending 

attributable to smoking, in conjunction with direct spending on tobacco by smokers, caused the 

impoverishment of 30.5 million urban people and 23.7 million rural people in China in 1998. 

Similarly, John and colleagues
58

 estimated that 15 million people in India live in poverty as the 

result of tobacco use.  

Smokers also have lower earnings than nonsmokers, as shown by studies conducted in several high- and 

upper middle-income countries, including the United States,
59–61

 Germany,
62

 the Netherlands,
63

 

Canada,
64

 Albania,
65

 and Finland.
66

 Early studies found that the wage gap between smokers and 

nonsmokers was substantial.
59

 More recent studies have attempted to disentangle the effects of smoking 

from the underlying characteristics of smokers that may contribute to lower education, reduced 

investments in human capital, and other factors that would lead to lower wages; these studies report that 

the wage gap is not as large as that found in earlier studies, but that some gap remains.
60,61,66
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Figure 16.2 The Cycle of Tobacco Use and Poverty 

 

Premature death of the wage-earning family member from a tobacco-related illness causes a more 

long-term negative impact on the household income flow (“Forgone Income 3” in Figure 16.2). All three 

types of forgone income scenarios represented in the figure cause poor households to become poorer, 

including descent into extreme poverty. Thus, poor smokers and their families may be trapped in the 

cycle of tobacco and poverty, with one-half of the cycle caused by the high opportunity costs of tobacco 

use and the other half caused by the burden of ill health from tobacco-related diseases.
3
 

The economic cost of the higher prevalence of tobacco use among the poor, in combination with their 

often limited access to health care services, results in deteriorated health conditions causing severe 

health inequality and thus perpetuating the cycle of poverty. WHO noted, “inequalities between and 

within countries in terms of the risk of infectious diseases now have been extended to inequalities in risk 

factors for noncommunicable diseases.”
67,p.15

 The delayed effect of greater tobacco use among the poor 

has already appeared in HICs in the form of higher rates of lung cancer and mortality from chronic 

respiratory diseases among the poor than among the rich, a pattern expected to emerge in low-income 

countries as well.
68
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Data show that the poor bear the brunt of the high opportunity cost of tobacco expenditures, as they 

spend a greater proportion of household income on tobacco products than people who are not poor. 

Using data from the World Bank Living Standards Monitoring Survey, Djibuti and colleagues
69

 reported 

that although rich households spend a greater amount of money on tobacco in absolute terms, poor 

households tend to spend a greater share of their total expenditures on tobacco. Indeed, the fraction of 

household income or expenditures allocated to tobacco consumption is almost invariably highest 

among the poorest or second poorest smokers across all country income groups.
46,50,70

 For example, 

in the United States smokers in the lowest of three income groupings (i.e., low, medium, high) spent 

7.7% of their household income on tobacco compared with 1.4% for smokers in the high-income 

category.
34

 In Viet Nam the lowest income quintile spent 5.3% of household income on tobacco 

compared with 3.6% spent by the highest income quintile.
47

 Similarly, in Mexico, the percentage of total 

expenditures allocated to tobacco was highest in the poorest (first quintile) population, and smoking 

households in general spent less on food, health, and education than nonsmoking households.
71

 

Several studies have suggested that looking at how tobacco products “crowd out” spending in other 

areas reveals a more direct relationship between tobacco expenditures and their impact on spending for 

such needs as food, health care, and education. On the basis of data from a household sample survey in 

India for 1999-2000, John
72

 reported that expenditures on tobacco displaced expenditures on the 

education of children, clean cooking fuels, and entertainment. The reallocation of household resources 

from basic necessities to tobacco deprives children and women of basic goods and services.  

Using data from a nationally representative household survey conducted in China in 2003, Xin and 

colleagues
73

 estimated that every five packs of cigarettes consumed per capita per month reduced 

household spending on education by about 17 yuan per capita per year and reduced spending on 

medical care by 11 yuan per capita per year. These effects are greatest among low-income rural 

households. Wang and colleagues
74

 conducted a community-based health insurance study in several 

poor rural areas in China in 2002 and reported that tobacco expenditures crowded out human capital 

investment (e.g., education, health), future farm productivity (e.g., farming equipment, seeds), and 

financial security (e.g., savings, insurance). The authors observed that smokers also tended to drink 

more alcohol than nonsmokers, and thus took even more money away from the basic needs of all family 

members. Hu and colleagues
75

 provided evidence from 2002 confirming that smoking households in 

China spent less on household necessities such as food, housing, and education than nonsmoking 

households. Thus, tobacco expenditures appear to have a far-reaching impact on the intra-household 

distribution of resources and on the welfare of other members of smokers’ households.  

The opportunity cost of tobacco use is largest for the poorest segment of the population in countries 

where tobacco use may be associated with food insecurity. In addition to increasing poverty, direct 

expenditures on tobacco divert funds from basic needs such as food.
58

 For example, it has been 

estimated that if poor households in Viet Nam reallocated some of what they spent on tobacco to food 

purchases, about 11.2% of all food-poor, smoking households could have adequate funds to purchase a 

minimum basic amount of food.
76

 This finding implies that the poorest, at the margin of survival, would 

benefit most if tobacco expenditures were reallocated to their basic needs. 

This diversion of funds can have a direct impact on health outcomes, such as child nutrition. The UN has 

estimated that, in LMICs, more than 150 million children younger than age 5 are malnourished and 

underweight; almost half of these children live in South-East Asia,
77

 where tobacco use rates are 

substantial. In these countries, enhanced tobacco control efforts would help reduce the existing heavy 
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burden on human capital caused by tobacco use. Based on data collected from 33,000 households in 

rural Java, Indonesia, from June 1998 through January 2001, Block and Webb
78

 attributed persistent 

household food insecurity and consequent child malnutrition to the impact of tobacco consumption on 

allocation of household expenditures. In a similar study using data from Indonesia’s national nutrition 

surveillance system on 175,000 urban slum households, Semba and colleagues
79

 observed that paternal 

smoking contributed to increased short-term and chronic child malnutrition. The evidence of the 

diversion of household expenditures from basic necessities to tobacco use in Indonesia was further 

confirmed by Barber and colleagues.
80

 These authors reported that in 2005, Indonesian households with 

smokers spent on average 11.5% of their monthly expenditures on tobacco products, compared with 

3.2% for education, 2.3% for health, and 11.0% for fish, meat, eggs, and milk combined.  

Efroymson and colleagues
81

 reported that in Bangladesh from 1992 to 1996, the average male smoker 

spent more than twice as much on cigarettes per capita as on clothing, housing, health, and education 

combined. Moreover, the study showed that the typical poor smoker in Bangladesh could easily add 

more than 500 calories a day to the diet of at least one child if the resources being used for tobacco were 

reallocated. With the tobacco cost-shift, nearly 10.5 million malnourished people could be adequately 

fed, and about 350 (one-half) of the daily malnutrition-related deaths among children under age 5 could 

be prevented.
81

 In a study using data on 77,678 households from the Bangladesh Nutrition Surveillance 

Project (2005-2006), Best and colleagues
82

 found that parental tobacco use is associated with an 

increased risk of stunting, underweight, and wasting among children younger than age 5 and that 

households with tobacco users spent proportionately less per capita on food and other necessities. 

These authors suggested that tobacco control should be a part of public health strategies to decrease 

child malnutrition. 

Impact of Tobacco Use on Economic Development 

The impact of tobacco use on development is assessed through its health and economic consequences 

for the population of a country. Tobacco use may impair development directly by imposing health care 

costs for the treatment of illnesses caused by both active smoking and exposure to SHS, and indirectly, 

through the loss of productivity and working years of life from resulting morbidity and mortality. 

And while a rapid increase in tobacco consumption might raise GDP in the short-term through both 

increased private expenditures on tobacco and higher public spending financed by higher tobacco tax 

revenues, such an increase would be offset by a subsequent rise in morbidity and mortality among 

middle-aged men and women at the peak of their skills and experience. The impact of tobacco-related 

illnesses on productivity would thus have an offsetting negative effect on a nation’s welfare and 

economic development.  

In LMICs, where health services and health insurance systems are frequently underdeveloped, 

people receive less formal treatment for illnesses than in HICs. Hence, private and public spending 

to treat tobacco-related illnesses is low and tends to understate the actual cost to the economies of 

those countries. In addition, because poor and near-poor people lack the private resources to bear 

adverse health shocks, they often resort to borrowing or the distress-selling of valuables, which in 

turn degrades their economic status. In a study of a representative sample of 120,942 households across 

India, tobacco users and people from households with tobacco users had a higher risk of borrowing and 

distress-selling of assets during a hospitalization than people who did not use tobacco or live in 

households with tobacco users.
83
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The costs of tobacco use may also include the loss of family income due to the premature death of a 

parent from a tobacco-related illness, and the decreased human capital investments caused by the 

crowding out of spending on health, nutrition, and education for children. The diversion of household 

spending away from the educational needs of family members may result in decreased opportunities to 

obtain a primary education and basic literacy skills, thus perpetuating poverty. Household spending on 

tobacco instead of the basic necessities of health also contributes to child malnutrition, the stunting of 

growth, and other health effects, as shown by previously discussed evidence from several countries.  

The WHO Framework Convention on Tobacco Control and Sustainable Development Goals 

The connection between tobacco control and development has received greater attention in the years 

since the development and entry into force of the WHO FCTC in 2005. The text of the WHO FCTC 

acknowledges the impact of tobacco use on development, citing “the devastating worldwide health, 

social, economic, and environmental consequences”
84

 and the particular burden on LMICs, national 

health systems, families, and the poor. The WHO FCTC also cites UN conventions on human rights and 

the protection of vulnerable populations, including the Convention on the Rights of the Child, and 

requires international cooperation.
84

 

As a consequence, the United Nations Development Programme (UNDP) currently works with 

governments to integrate WHO FCTC implementation into countries’ health and development plans 

through the United Nations Development Assistance Frameworks, which outline national development 

priorities agreed to between governments and the UN system. However, the UNDP reported
85

 that most 

countries’ framework documents were lacking specific commitments to support tobacco control or 

WHO FCTC implementation. In addition to interference by the tobacco industry, barriers to integrating 

WHO FCTC implementation into countries’ development plans included deficiencies in: financial and 

human resources, appreciation of tobacco use as a development issue, national data to support 

intervention, and coordination among government departments. Among a variety of recommendations, 

the UNDP noted the importance of engaging in tobacco control activities across multiple sectors, 

including finance, justice, trade, and education ministries, along with health ministries.
85

 

The Millennium Development Goals (MDGs) for the 21st century, a nonbinding set of goals adopted 

by the UN General Assembly at the Millennium Summit in September 2000,
86

 did not explicitly include 

tobacco control. However, tobacco control measures are relevant to the achievement of each of the eight 

MDGs: decreasing poverty and hunger; expanding primary education; promoting gender equality and 

female empowerment; reducing child mortality; improving maternal health; combating such diseases 

as HIV/AIDS, malaria, and tuberculosis; ensuring environmental sustainability; and establishing global 

development partnerships. A WHO-commissioned study outlined connections between tobacco control 

and the achievement of each of the eight MDGs. To address the impact of tobacco use on 

development, the study recommended that development organizations and national governments 

explicitly incorporate tobacco control into their development plans; that tobacco taxation be used 

more effectively as a revenue-generating mechanism; and that finance ministries and other sectors 

engage in tobacco control.
87

 

Several international aid agencies have acknowledged the importance of tobacco control for 

development, although related efforts have so far been limited. The European Commission’s 

development policy focuses on eradicating poverty and has acknowledged the contribution of tobacco 

use to poverty and disease.
88

 The U.S. Agency for International Development (USAID) has made a 
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commitment “to curb tobacco production, processing, marketing, and use”
89,p.3

 and has stated that 

USAID will not support agribusiness activities that contribute to tobacco production, promotion, and 

use. USAID also says that it may work with local agricultural interests to identify alternative crops in 

areas where low-income farmers depend on tobacco growing.
89

 The Swedish International Development 

Cooperation Agency, in its Health is Wealth development policy document, identified tobacco use as 

one of the major health threats contributing to health inequities worldwide, along with environmental 

problems, abuse of alcohol, use of illicit drugs, traffic injuries, and malnutrition.
90

 

The 17 Sustainable Development Goals formally adopted by the UN General Assembly on 

September 25, 2015, are an effort to build on the MDGs and establish a more comprehensive and 

detailed set of development targets for 2030.
4
 Strengthening the implementation of the WHO FCTC in 

all countries is one of the stated targets under goal 3 (Ensure healthy lives and promote well-being for 

all at all ages), in particular of goal 3.4 “by 2030, reduce by one third premature mortality from 

noncommunicable diseases.” Tobacco control is also relevant to the achievement of many other SDGs, 

including goal 1 (End poverty in all its forms everywhere), goal 2 (End hunger, achieve food security 

and improved nutrition and promote sustainable agriculture), and goal 10 (Reduce inequality within and 

among countries). As the UN’s Organisation for Economic and Co-operation and Development (OECD) 

has recommended, achieving the SDGs and their component parts will require mechanisms that fully 

engage the “whole government” of each country.
91

 

Tobacco Control and Equity 

Given the heightened burden of tobacco use on the poor in many countries, it is especially important to 

ensure that tobacco control measures are reaching those who are most affected. If tobacco control 

measures do not benefit low-income populations as much as they do high-income populations, then this 

inequity imposes a double burden on those low-income populations, who are already more likely to 

suffer the effects of tobacco use. Thus, it is important to consider issues of equity in evaluating tobacco 

control policies and programs.
92

 

Among tobacco control measures, tobacco taxes have received the most attention in terms of equity. A 

tax system serves equity when it helps redistribute income or resources among people. Requiring 

wealthier people to pay a greater share of their income as taxes compared to poorer people contributes 

to the equalization of income; such a tax system is progressive. On the other hand, when the poor have 

to pay a greater share of their income as taxes, income inequality increases, and the tax system is 

regressive. Tobacco taxes are often regressive in that the poor, who are more likely to smoke and 

have less income to spend, pay a larger share of their income as tobacco taxes. Tobacco taxation has 

sometimes been criticized for imposing a disproportionately greater financial burden on the poor 

than on the rich through a regressive tax structure.
93

 This argument has also been used by the 

tobacco industry as a strategy to oppose tobacco tax increases.
94

 However, the overall progressivity 

of the fiscal system should be considered, including indirect and direct taxes and transfers (such as food 

assistance programs, health insurance programs, and other programs that use tax revenues to provide 

money to low-income populations), and not just the progressivity or regressivity of a single element in 

that system.  

The regressivity of existing tobacco taxes does not necessarily imply that a tobacco tax increase will be 

regressive. As described above, evidence from many countries shows that lower income populations are 

generally more responsive to tobacco tax and price increases than higher income populations. Thus, a 
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tax increase that raises tobacco product prices will have a greater impact on low-income smokers, 

leading more of them to quit, whereas higher income smokers are less likely to change their behavior 

and will continue to pay the higher taxes.
53,95

 Moreover, tobacco taxes can contribute to reducing the 

social inequalities created by tobacco consumption by reducing tobacco use among lower SES 

populations.
96

 For example, Jha and colleagues
97

 estimated that during the 1990s in Canada, England 

and Wales, Poland, and the United States, more than half of the difference in male mortality between the 

top and bottom social strata was attributable to greater risks of tobacco-related mortality at ages 35–69 

among the lower social strata.  

Evidence demonstrates that an increase in tobacco taxes can in fact work to reduce inequities in tobacco 

use among adults and young people.
98,99

 For example, a simulation analysis for Bulgaria by Sayginsoy 

and colleagues
100

 showed that a 72% increase in the existing excise tax rate on cigarettes would lower 

the amount of taxes paid by low- and lower middle-income smokers by 3.5% and raise the amount of 

taxes paid by upper middle-income and high-income smokers by 10.7% and 24.9%, respectively. In 

other words, because lower income smokers would be more sensitive to the price increase and therefore 

more likely to quit, the upper income smokers would pay a larger share of the total tobacco tax revenue 

after the price increase. Similarly, in Sri Lanka, Arunatilake and Opatha
52

 projected that although the 

current excise taxes are regressive, price increases would reduce the difference in the share of household 

income spent on tobacco between the poorest and richest groups. Likewise, in Turkey, Önder and 

Yürekli
101

 estimated that before a tax increase, the poorest one-third of households paid 23.8% of total 

cigarette taxes, the middle one-third paid 33.9%, and the richest one-third paid 42.2%; a 50% excise tax 

increase would shift the burden of the tax to higher income households, with the corresponding shares 

falling to 18.9% for the poorest one-third, but rising to 35.5% for the middle group and 45.7% for the 

richest group.  

Inequities could be further reduced by earmarking the revenue increases from higher tobacco taxes for 

welfare programs for the poor, such as government spending on education, health care, assistance for 

tobacco cessation, and efforts to build awareness of the health harms of tobacco use (see chapter 5). 

Examples of tobacco tax revenue dedicated or earmarked for financing health promotion include such 

programs as VicHealth and Healthway in Australia, and ThaiHealth in Thailand.
102

 By allocating 

disproportionately larger shares of expenditures for the poor, such programs can accommodate tobacco 

taxes in a progressive fiscal system. These programs can not only compensate for the negative impact of 

higher taxes on poor smokers but can also benefit low-income nonsmokers. In this way, tobacco taxation 

can be an equitable solution to both tobacco use and poverty. 

In comparison with tax measures, less research has been focused on the equity impact of non-tax 

measures on the poor in general and in LMICs in particular. Two studies, Farrell and Fuchs
103

 (U.S) 

and Townsend and colleagues
39

 (United Kingdom), reported that publicity about the long-term adverse 

health consequences of smoking tends to have a greater impact on the rich and more educated than on 

the poor and less educated. A later study by de Walque
104

 concluded that the gradual spread of 

information about the health consequences of smoking in the United States since the mid-1950s led to 

an earlier and faster decline in smoking prevalence among more educated people. In the United States, 

educated individuals are less likely to smoke, and smokers who are more educated are also more likely 

to stop smoking.
105

 However, the aggregate welfare gain from the dissemination of information on the 

health consequences of tobacco use could be greater for the poor than for the rich because of the 

knowledge gap that is typically seen between these groups.  
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As described in chapter 8, health warnings are an effective (non-tax) tobacco control measure. Text-only 

health warnings are expected to have little impact on people who are unable to read, but pictorial health 

warnings could have a visual impact on individuals of varying literacy/education levels.
106–109

 Studies 

conducted in Canada, Australia, and the United Kingdom found that warnings have successfully 

discouraged youths, including the most vulnerable youths, from initiating smoking.
108

 

Several studies have investigated the differential impact of various tobacco control measures among 

different socioeconomic groups in European countries.
110,111

 Studies by Monsó and colleagues
112

 and 

Varghese and others
113

 have shown that responses to smoking cessation interventions differ by SES. 

Some tobacco control measures may have a greater effect on lower SES smokers than others, reducing 

inequalities in smoking prevalence and disease burden among different socioeconomic groups. For 

example, bans on tobacco advertising, promotion, and sponsorship may have a greater impact on 

populations and racial/ethnic communities that have been specifically targeted by tobacco industry 

marketing.
114

 Pictorial health warnings also hold promise for reducing inequities based on education 

level and SES.
109

 But despite the potential of each of these measures to benefit socially disadvantaged 

groups, Kunst and colleagues
110

 observed that the measures implemented in European countries 

disproportionately benefited the upper social groups. These authors recommended that all tobacco 

control efforts should take into account the socioeconomic inequality represented by the heavier burden 

of tobacco use and illness that is borne by lower SES groups. Two recent reviews of this literature, one 

on adults
98

 and another on youth,
99

 found that there is at best mixed evidence for the effectiveness of 

non-tax tobacco control policies in reducing socioeconomic inequities in tobacco use. 

Summary 

Tobacco use exacerbates poverty by diverting the limited resources of poor households away from basic 

needs such as food and shelter, health care, and education. The opportunity costs of tobacco use are 

greatest for the poor because they have the most difficulty meeting basic household needs. Increases in 

health care expenditures for treatment of tobacco-related diseases and economic losses due to premature 

death add additional burdens to other competing issues of the poor and of society as a whole.  

An estimated 860 million adult smokers live in LMICs, and approximately 226 million globally are 

living in poverty. Moreover, the economic and health burdens of tobacco use appear to be greater for 

LMICs where, by definition, financial resources are more limited than in HICs. The higher 

concentration of smokers who are poor in low- and lower middle-income countries indicates that the 

tobacco use epidemic has not spared the poorest of the world’s poor.  

Typically, a lag of a couple of decades or more occurs between the initiation of smoking at an early 

age and the resulting illnesses or premature death, often in middle age. Countries at the lower end 

of the world’s economic spectrum, and hence at risk of experiencing the fastest growth in tobacco 

consumption in tandem with economic development, can anticipate reaching the peak effects of the 

tobacco use epidemic about halfway into the 21st century. As development gradually transforms 

low-income countries into lower middle-income countries, their poorest populations will be the most 

susceptible to the epidemic of tobacco use occurring in the developing world. In HICs, socioeconomic 

inequality in smoking status has contributed significantly to socioeconomic inequality in health status, 

an effect likely to be repeated in LMICs unless vigorous preventive actions are taken. 
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Curtailing tobacco use is increasingly recognized as important for global economic development. The 

WHO FCTC describes “the devastating worldwide health, social, economic, and environmental 

consequences” of tobacco use, and the global Sustainable Development Goals adopted in 2015 explicitly 

include strengthening the implementation of the WHO FCTC as part of SDG goal 3 (Ensure healthy 

lives and promote well-being for all at all ages). Already, several national development agencies 

incorporate tobacco control as a development strategy. To give an example of a specific policy goal, 

research showing that tobacco use crowds out expenditures on food has led to suggestions that strategies 

to decrease child malnutrition should include tobacco control measures because of their potential to 

increase family resources to purchase food. 

Studies have assessed the implications of tobacco control measures—both tax and non-tax measures—

for reducing tobacco-related health inequities between the rich and poor. Tobacco taxes can contribute 

to reducing health inequities because the poor are generally more responsive to price increases than 

people who are not poor and because a portion of tax revenues can be earmarked for programs that 

directly benefit the poor. Other tobacco control strategies discussed in this monograph, including public 

education efforts, pictorial health warnings, advertising bans, and the provision of free or low-cost 

cessation services, can also contribute to reducing tobacco use in all socioeconomic groups. 

Research Needs 

The complex relationships between tobacco use, poverty, and development are now well recognized. 

However, evidence on how these relationships operate, especially in LMICs, is limited in several areas. 

Further LMIC-based studies are needed that collect and analyze additional evidence on a wide range of 

development indicators both within and between countries. Additionally, only limited evidence exists 

regarding the relationships between poverty, development, and use of tobacco products other than 

cigarettes. Interaction between economic development and the wider array of tobacco products used in 

many LMICs should be considered, along with the impact of differences in taxation across this wider 

variety of tobacco products. The literature on the equity implications of both tax and non-tax tobacco 

control measures in LMICs is scant. Research to understand how both tax and non-tax measures can 

contribute to reducing poverty and income inequality will help LMICs avoid repeating the experience 

of HICs. 

Conclusions 

1. Tobacco use and its consequences have become increasingly concentrated in low- and middle-

income countries and, within most countries, among lower socioeconomic status populations. 

2. Tobacco use in poor households exacerbates poverty by increasing health care costs, reducing 

incomes, and decreasing productivity, as well as diverting limited family resources from basic 

needs. 

3. By reducing tobacco use among the poor, tobacco control policies can help break the cyclical 

relationship between tobacco use and poverty. 

4. Tobacco control efforts that are integrated with other public health and development policies can 

improve the overall health of the poor and can help achieve the Sustainable Development Goals. 

5. Lower income populations often respond more to tobacco tax and price increases than higher 

income populations. As a result, significant tobacco tax and price increases can help reduce the 

health disparities resulting from tobacco use. 
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