
characteristics of the shifts in demand and the labour
requirements associated with the two different sets of
consumption.

E,ffects on social class
Levels of tobacco expenditure increase with gross

household income. In the 1986 family expenditure
survey the lowest quintile of the income distribution
have an average tobacco expenditure of £2.67 per week
while the highest quintile group spend £5.25. The
poor, however, pay a larger proportion of their income
(on average) in taxes on tobacco. The Central Statistical
Office" calculated that in 1985 taxes on tobacco were
5 3% of disposable income for the bottom quintile
income group of non-retired households and 1 2% for
the top quintile. The effects of tax changes on different
income and social class groups will vary if they have
different price elasticities. In a 1983 unpublished paper
concerned with analyses ofgender and class differences
in tobacco consumption Townsend obtained a higher
price elasticity (-1 3) for the lower social class than for
the higher social classes (-0 54 to -075).'9 Also,
Atkinson, Gomulka, and Stern (working paper 57 of
the Economic and Social Science Research Council
programme on taxation, incentives and the distribu-
tion of income, London School of Economics), using
family expenditure survey data for 1970 to 1980,
estimated that if the price increased by 25% consump-
tion for households headed by an unemployed man
would fall by 16 4%, while for households headed by a
professional owner-occupier the fall would be only
1 1 5%. Thus in the absence of other changes increasing
taxation might reduce the degree of regressivity. On
the other hand, if the demand of the lower social classes
for tobacco has become less price responsive since
these studies were carried out then increasing taxation
might increase regressivity.

SUMMARY

Tax levels have important effects on cigarette prices
and tax revenues. Over 70p of every £ spent on tobacco
goes to the Chancellor of the Exchequer, yielding over
£5 billion. But the value of tobacco tax revenues have
generally fallen-by 1986 they were 10% lower than at
their peak in 1965, and tobacco revenue is becoming a
smaller proportion of total tax receipts.
The impact of a consistent increase in tobacco

taxation is important in terms of reduced consump-
tion (and harm to health) as well as in terms of reduced
employment. Revenue may, however, increase in the
short term. Finally, if the findings of Townsend'9 and
Atkinson et al (see above) still apply then the distribu-
tive effects of increased taxation on the poor might be
less than is sometimes feared.

Conclusions
The impact of price (taxation) on the consumption of

tobacco appears to be important and may be greater
than suggested by studies using data from the 1970s. It
seems that, other things being equal, a 10% increase in
taxation would cut tobacco consumption by 5-6%.
The effects of income, advertising, and health

education may also be important, and manipulating
these variables will cut consumption. Reductions in
consumption will lead to reduced mortality and mor-
bidity, and the economic consequences of changing
patterns of mortality and morbidity remain to be
examined. As far as effects on tax revenue are con-
cerned, increased taxation is likely to increase govern-
ment tax revenues in the short run.
While reduced consumption will reduce employ-

ment in the tobacco industry, job creation resulting
from a shift in consumption patterns (out of tobacco

and to other goods and services) will offset these effects
on employment and the net effects are unlikely to be as
large as claimed by the tobacco industry.
The conclusion to be drawn is that the demand of

tobacco is influenced greatly by economic factors and
that simple economic analysis can illuminate usefully
the supply characteristics of the tobacco industry.
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Correction

Un-health promotion: results of a survey of alcohol
promotion on television

An error occurred in this paper by Dr Roger Barton and Ms Sally
Godfrey (4 June, p 1593). Figure 2 incorrectly showed that all
advertisements between 1600 and 1800 were promoting alcohol.
The correct figure is given below.

350

300I All advertisemerits
250 Promoting alcohol

200)

o 100-
z

50-

Time of advertisement (hour)

FIG 2-The numbers of advertisements recorded for each hour of the
day. The increase in the number of advertisements promoting alcohol
between the hours of 1800 and 1900 is notable
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