Harri Gerald Dendle                                                                                                                         Page 1 of 9
Student No. 2103763                                                                                                                 29th March 2024 
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This essay was written by Harri Gerald Dendle. [This essay is formatted in print layout Microsoft Word .docx style]


Introduction

This essay explores Australia's approach to tobacco control, delving into its historical significance, market dynamics, and the evolution of regulatory interventions to mitigate tobacco-related harms. Examining the market failures that are intrinsic to tobacco use before and after legislative actions are put in place allows us to better understand how effective policy interventions are at lowering tobacco use. Australia has used a comprehensive toolkit to address the complex issues posed by tobacco, from the groundbreaking implementation of plain package legislation to the strict enforcement of advertising restrictions and the creation of smoke-free places.

This essay also assesses how well these policies worked to achieve their goals, looking at how they affected public health outcomes, smoking prevalence, and societal attitudes about tobacco use. Through the integration of policy studies and empirical data, we can evaluate the efficacy of Australia's tobacco control policies in combating the tobacco epidemic and preserving public health. Lastly, we explore how Australia's tobacco control efforts will develop going forward, considering new issues, possible areas for development, and the wider ramifications for global public health policy. By looking at this closely, we can better understand how tobacco control policies are changing over time and how important they are to creating a healthy future for all Australians.


The tobacco industry
Native to the Americas, tobacco is a member of the Solanaceae family of nightshades. While there are several species of tobacco, Nicotiana tabacum is the one that is grown most frequently. The stimulant alkaloid nicotine, which is found in tobacco, gives it its addictive qualities. [1]

The main usage of tobacco is for smoking, which can be done using cigarettes, cigars, pipes, and hookahs. It can either be sniffed (snuff) or chewed. When tobacco is burned, chemicals like nicotine are released, which are then absorbed into the lungs during smoking. Chewing tobacco entails sandwiching a wad between the gum and cheek, which permits the oral mucosa to absorb nicotine. Finely ground tobacco is used as snuff, which is inhaled through the nose. According to the Australian Bureau of Statistics' National Health Survey, the prevalence of daily smoking for Australians aged 18 and over in 2022 was 10.6%, and 10.2% among people aged 15 years and over. [2]

Tobacco is linked to several health hazards, such as heart disease, lung cancer, respiratory issues, and other illnesses, despite being used widely. Tobacco use is discouraged, and the health hazards connected with it are reduced in many countries through the implementation of rules and public health initiatives.  [3]

Top of Form
What is market failure? 

When the distribution of goods and services in a market does not produce the best possible outcome for society, this is known as a market failure. Several things, including externalities, unequal competition, information asymmetry, public goods, unfinished markets, and insufficient property rights, can cause this. Examples include companies with market power charging higher prices, people not having access to vital information during transactions, and pollution from factories causing costs to society. Inefficiencies brought about by market failures include resource depletion, overproduction, and inadequate provision of public goods. To improve economic efficiency and advance societal welfare, addressing market failures frequently necessitates government intervention through regulation, taxation, or the provision of public goods. [4]


Tobacco’s market failure prior to regulations

The negative externalities that tobacco products inflict on society are not limited to the individuals who use them. The most significant externality is second-hand smoke exposure, which exposes non-smokers to health concerns like respiratory issues and cardiovascular disorders in a variety of contexts like homes, workplaces, and public areas. Due to the resource consumption and burden on healthcare systems from treating smoking-related ailments including heart disease and lung cancer, which affect both the public and private sectors, these health implications result in significant healthcare expenses. [5] Australia's healthcare system bears a heavy financial burden from tobacco usage; estimates have the economic cost of smoking at $136.9 billion in 2019–2020. [6] Furthermore, smoking continues to be a major preventable cause of mortality in the nation, accounting for 21,168 deaths in 2019 alone. [7] There is still a risk of second-hand smoke exposure for nonsmokers; around 7.6% of adults who do not smoke and 11.7% of children who do not smoke are exposed to tobacco smoke in their homes. [8]

Moreover, the economic ramifications of smoking extend to lost productivity; in 2019–2020, smoking-related presenteeism, absenteeism, and early mortality cost the Australian workforce $19.2 billion. [9] Furthermore, the production of tobacco and the waste left over from cigarettes contribute to land erosion, water pollution, and deforestation. Millions of cigarette butts are incorrectly disposed of each year, making them a major cause of litter. Social problems and inequality can be sustained by tobacco usage since it puts a financial burden on families who must pay for healthcare and tobacco products. [10] Intergenerational gaps may arise from the negative health impacts and reduced academic attainment experienced by children of smokers.

Additionally, as smoking-related fires accounted for 3% of residential fires in 2019–2020, they represent a risk to public safety and property. [11] The data highlights the diverse adverse consequences of tobacco use in Australia, underscoring the pressing requirement for all-encompassing tobacco control policies that tackle the health, environmental, and financial issues related to smoking. To reduce these expenses, advance public health, and improve general society welfare, effective tobacco control policies must be put in place. These negative externalities show the larger social effects of tobacco use. [12]
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[Figure 1 – The negative externalities of consuming tobacco products]

The negative externality of tobacco use is illustrated by the diagram in Figure 1, where the marginal social benefit is below the marginal private gain due to the marginal private profit not reflecting the social benefit. The negative externality is shown by the vertical difference between MPB and MSB. The equilibrium is represented by Q*, which is the point at which the marginal social benefit and the optimal amount of consumption meet. However, there is an excess of items consumed at Q1, which is recognised as the potential welfare loss, because of the negative externality.

(A screenshot of this diagram is in the appendix in case of the shape tool formatting making it unreadable on other computers)
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The first solution – Public campaigns and education

Public health programmes in Australia have been successful in reducing tobacco use by increasing awareness and encouraging quitting. Australia saw notable drops in smoking rates thanks to effective messaging and extensive support facilities like helplines and financial aid for quitting smoking aids. For example, the prevalence of smoking among Australians who are 18 years of age or older decreased from 16.1% to 11.0% between 2010 and 2019, indicating the effectiveness of these programmes. [13]

The Australian government's strong public awareness efforts, which strive to inform the public about the harmful effects of smoking and the persuasive benefits of quitting, demonstrate the government's commitment to public health. [14] These programmes are effective means of influencing the social norms surrounding tobacco use and cultivating a wellness and health-conscious culture. By employing a multifaceted strategy, these campaigns make use of print, radio, and television as well as other mass media outlets to guarantee that their messages are widely shared. These ads draw in a wide range of viewers, from crowded cities to isolated rural villages, by flooding the airwaves with vivid imagery and engrossing stories. Furthermore, the inclusion of community outreach programmes expands the campaigns' effectiveness and reach. Direct community engagement via seminars, events, and grassroots activism enables customised message that speaks to certain demographics and cultural groups. By fostering trust and facilitating meaningful communication, this personalised approach enables people to make educated decisions regarding their health. [15]
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[Figure 2 – Prevalence of daily smoking for Australians 14 years or older and key tobacco control measures implemented in Australia since 1990] [16]

The internet and social media platforms have become essential instruments for activism and communication in the current digital era. Australian public awareness campaigns are aware of this and use digital technologies to increase their reach and interaction. By utilising the viral nature of digital communication, clever online, interactive, and social media campaigns ignite debates and rally support for tobacco control initiatives. Although it can be difficult to gauge the direct effects of public awareness programmes, research indicates that persistent, skilfully run campaigns may help influence changes in smoking-related attitudes and behaviours. [17] These programmes establish a supportive atmosphere for smokers who want to give up and lay the foundation for individual behaviour change by highlighting the health hazards connected to tobacco use and the advantages of quitting.
These public health campaigns aren’t the only way the Australian government is making tobacco consumption more unappealing. Its use of targeted legislation and regulations also play a key part in reducing the negative externalities and consumption of tobacco. Tobacco plain packaging regulations reduce the appeal of tobacco, especially to young people, by requiring uniform, ugly packaging that lacks branding. Health warnings that are visually striking and clearly illustrate the health consequences associated with smoking can be effective inducements to stop. Advertising prohibitions reduce tobacco industry influence by prohibiting its promotion, particularly to children and other vulnerable groups. [18] No-smoking zones assist change societal norms against smoking and protect non-smokers from second-hand smoke exposure. By combining these many strategies, we may effectively lower smoking rates and advance public health efforts through a comprehensive strategy to tobacco control. [19]
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[Figure 3 – The effect of public campaigns and education]

The impact of a public health campaign is depicted hypothetically in Figure 3, which moves the marginal private gain through advertising downward to match the socially optimal point of "A" on the diagram. This would not actually lower the amount of tobacco consumed. Additionally, it will lessen the welfare loss brought about by the solution. The implementation of a public health campaign modifies consumers' negative perceptions of tobacco use, hence shifting the marginal private benefit curve. 

(A screenshot of this diagram is in the appendix in case of the shape tool formatting making it unreadable on other computers)

The second solution – Economic incentives

Australia has enacted a multi-tiered tobacco tax structure that includes both ad valorem and specific components. Ad valorem taxes are computed as a percentage of the retail price, whereas specific taxes are imposed according to the quantity of tobacco products, such as cigarettes or grammes of tobacco. To discourage tobacco use and keep up with inflation, these taxes are raised on a regular basis. There is ample evidence to support Australia's tobacco taxing policy's ability to lower tobacco use. Studies show that tax hikes on tobacco cause retail prices to rise, which lowers the affordability of tobacco products and deters people from starting to smoke, particularly young people and those with low incomes. Higher tobacco costs also deter recurrence among ex-smokers and encourage smokers to give up. [20]

Tobacco taxes constitute one of Australia's main sources of money generating for the government. While precise revenue amounts may differ from year to year depending on variables like tax rates and consumption trends, tobacco taxes continuously add a sizable amount to government coffers. These proceeds are frequently allocated to healthcare services to assist individuals impacted by tobacco-related ailments, public health campaigns, and tobacco control initiatives. It's crucial to remember that public health and tobacco control are the main goals of tobacco taxes, not generating income. [21] The financial advantages that arise from decreased healthcare expenses linked to smoking-related ailments and heightened productivity in healthier communities frequently surpass the income obtained from tobacco levies. Therefore, improving public health outcomes and minimising the social and financial consequences of tobacco use are the ultimate goals of tobacco taxation, even though it is an excellent tool for lowering tobacco consumption and raising income.
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[Figure 4 – Recommended retail price of the most popular cigarettes in Australia, 1940–2019 Sources: NSW Retail Traders’ Association. Price lists—Cigarettes.] [22]

The Australian tobacco market saw a substantial change when taxes were introduced to discourage smoking. Tobacco taxes have been imposed for many years, with the goal of deterring smoking through rising rates. A major turning point was reached in 2000 with the implementation of the Goods and Services Tax, which increased the price of tobacco. Increases in taxes in the past have made things more expensive and less affordable, particularly when it comes to helping smokers stop and promoting adolescent initiation.

Tobacco Industry post Market Failure

In Australia, tobacco market failures have been addressed through regulation, public education campaigns, and taxation, which have resulted in notable declines in the prevalence of smoking and the harm caused by tobacco use. 

Regulations: The tobacco industry's capacity to effectively market its products has been hampered by regulation, such as plain package regulations and advertising bans, which has decreased smoking initiation and use. In 2012, Australia enacted the plain packaging law, which standardised tobacco packaging by doing away with branding and emphasising health warnings. According to research, plain packaging has made tobacco products less appealing and increased smokers' attempts to stop. For example, a British Medical Journal study discovered that plain packaging significantly reduced the prevalence of smoking among Australian teenagers between the ages of 12 and 17. [23]

Public Education Campaigns: Campaigns for public education have changed people's attitudes and behaviours around tobacco use by bringing attention to the negative health effects of smoking and the advantages of quitting. Prominent campaigns that aim to reach a variety of groups, such "Every cigarette is doing you damage" and "Don't make smokes your story," have made use of digital platforms, community outreach, and mass media. These programmes have been successful in encouraging smokers to give up and discouraging young people from starting to smoke. The efficacy of public education initiatives is demonstrated by data from the Australian National Drug Strategy Household Survey, which indicates a drop in smoking prevalence among Australians aged 14 and over, from 12.2% in 2010 to 10.7% in 2019. [24]

Taxation: Tobacco products are now more expensive due to taxes, which makes them less affordable and discourages use. Over the years, Australia has progressively increased tobacco taxes, which has resulted in higher retail costs. The average cost of a pack of 25 cigarettes climbed by 133% between 2010 and 2019, mostly because of tax increases, according to the Australian Institute of Health and Welfare. Higher tobacco prices have been linked to a decrease in smoking prevalence and an increase in attempts to quit, according to research. [25] According to research in Tobacco Control, there was a 4.2% drop in adult smoking prevalence in Australia with every 10% increase in cigarette pricing.
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Conclusion

In conclusion, Australia's all-encompassing strategy for tobacco control, which includes regulation, public education initiatives, and taxes, has produced notable achievements in lowering the incidence of smoking and minimising the harmful externalities related to tobacco use. Australia has successfully reduced the influence of the tobacco business, discouraged smoking initiation, and assisted current smokers in quitting through programmes like plain package legislation, powerful public health campaigns, and fair taxation policies. Evidence of declining smoking rates, improved public health outcomes, and decreased healthcare expenditures associated with tobacco use attests to the efficacy of these interventions. There are still issues, though, such as the continued differences in smoking rates across specific demographics and the emergence of new nicotine delivery methods like vaping. 
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To maintain and expand on the successes of tobacco control initiatives in the future and secure a healthy future for all Australians, it will be crucial to maintain vigilant monitoring, implement evidence-based policy interventions, and foster collaboration among many sectors.
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