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Introduction

This assignment will focus on the tobacco industry, we will be looking at the rise and fall of the industry and how different externalities have affected it.  Firstly, we will discuss the past of the tobacco industry and its rise in to becoming a £605 billion global industry today.  
There will be discussions around how the industry has failed to deliver on a more sustainable scale, the health costs, the pollutants, and the cost to society as a whole.  We will the cover the externalities that have that are linked to this industry.  According to (Kenton, 2024) an externality can be defined as either a benefit or a cost that is caused by an industry that has a direct effect on another.  According to (Kenton, 2024) there are 4 different types of externalities.
	Negative Externalities – The majority of externalities are negative by definition; an example of a negative externality would be pollution and how a company could be looking to increase their profits through the use of less sustainable and more harmful methods.  This would create a direct impact on the environment whilst also helping to boost the original business.  This would be considered negative due to social, environmental, and physical impact of the business.
	Positive Externalities – Some can be positive; however, they only occur when there is a benefit to both parties.  An example of a positive externality would be a business investing in Research and Development this will potentially boost the profitability of the business through innovation, whilst potentially having a knock-on effect for society through the drip down effect of research.
	Production Externalities – This occurs as a side effect of the production industry, an example of a production externality would be a manufacturing business causing a chemical spill through their own negligence, this will then have a negative effect on both the business and the wider environment.
	Consumption Externalities – This is the externality that most people take part in on a daily basis, even using your car to go to the shops is considered and consumption externality, this is due to the fact that when a person is using a car, they are consuming the car, thus producing waste products that are having a detrimental effect on the environment, society and the economy.

Market Failure

Market failures in terms of the tobacco industry aren’t all about profit and loss, form the outside the tobacco industry is a booming business that is worth in excess of £600 billion globally, however in terms of the wider social, environmental and economical the tobacco industry has a hugely negative impact (American Lung Association, 2024).
According to (Econlib, n.d.) a market failure is caused by the “inefficient distribution of goods and services in the free market”.  This means that although the choice made by the business is in their best interest, this doesn’t mean that it is in the best interest of the consumer.  This definition is further backed up by (Oxford Scholastica, 2024) who go on to say that the factors disrupting the balance of supply and demand create a negative consequence for society, the environment, or individuals.  They also go on to say that these inequalities will generally require an intervention to resolve the issues.
	
What was the failure

The Tobacco industry started around 1565 with the introduction of tobacco to England (CNN, n.d.) soon after this, commercial crops started to be grown and the tobacco industry was born.  Initially it was considered that smoking was “safe” due to the time and lack of modern medical equipment there was no reason to think otherwise.  Then by 1930 the first links were discovered between smoking and cancer, by 1944 medical professions were warning the general population that smokers don’t live as long as non-smokers.
According to (Gilmore, Branston, & Sweanor, 2010) it is considered that the Tobacco industry has four main market failures, these are Information failure, Externalities (will be discussed at length in the next section), Market Power and taxation.
Pollution is a major market failure of the tobacco industry, according to (Ukpanah, 2024) smoking cost the environment “8 million human lives, 600 million trees, 200,000 hectares of land, 22 billion tonnes of water and 84 million tonnes of C02”.  Cigarette butts are globally the most littered item with 4.5 trillion being discarded every year, this in turn causes reduced air quality, both locally in the form of second hand smoke and as stated about in the form of 84 million tonnes of C02, as a comparison the country of Nigeria only produces 82 million tonnes of C02 per year (worldometer, n.d.).

Externality

As stated previously externalities are when market activity starts to influence those outside of the market, this can be positive or negative (Oxford Scholastica, 2024), however in the Tobacco industry there are very few positive externalities.
The externalities of the tobacco industry are quite varied and there are a number of different areas that can be address, for the purpose of this piece we will be focus on three key externalities.
The externality linked to the tobacco industry is that of production, although there are some issues that arise with the production process such as the C02 produced to create the products, it is the issues that arise postproduction that have the biggest effect on society and the environment as a whole. 
	Health Cost – Health costs are a huge externality to the tobacco industry, according to (Gov.Wales, 2022) the estimated cost to the NHS for treating smoking related diseases is estimated at £302 million per year.  According to (Gov.Wales, 2022) most adults that smoke would have had their first cigarette in their teenage years, this means that by the time smoking related disease are detected that could have been smoking for several years.
Recently alongside England, Wales launched their Smoke Free by 2030 initiative, the aim is to focus on social groups where the prevalence of smoking is much higher, making smoke free areas the norm, working with the United Kingdom government to make the smoke free generation happen and supporting more smoker to quit and take up a healthier lifestyle (Gov.Wales, 2022).  According to (Demianyk, 2023) smoking is more prevalent in the male population with 14.6% smoking as opposed to 11.2% in females.
	Second Hand Smoke – Smoking is not just an issue to the smoker, the issues around second-hand smoke are also a huge externality for the tobacco industry, according to (Gov.Wales, 2022) being around a smoker increases your chances of developing smoking related diseases.  With the implementation of the smoking ban in July 2007 (Smoke Free Action, n.d.) the risk of passive some inhalations were reduced significantly.  According to (Gov.Wales, 2022) second hand smoke is particularly harmful for children who are at an increased risk of developing ear issues, asthma and also allergies if exposed to second hand smoke.  In 2015 smoking was banned in Cars that carry children, this has again helped to alleviate some of the risk posed by second hand smoke.  In 2021 it become illegal in Wales to smoke in any childcare setting, school ground, and public playgrounds (Gov.Wales, 2022).
	Reduced Productivity – Productivity in smokers is generally less than productivity in a non-smoker (Indus Health, n.d.), this is due to the nature of how smoking is viewed in the workplace, smokers tend to take longer and more frequent breaks, this can in turn reduce concentration as well as reducing productivity.  According to (Demianyk, 2023) on average a smoker will gain an extra week of holiday each year from the accumulation of smoke breaks, approximately 39 hours a year when totalled up.  This is a huge amount of work that is being lost through reduced productivity, according to (Truth Initiative, 2016) smokers earn 20% less money when compared to non-smokers and have a 24% lower chance of getting a job within a year when compared to non-smokers.
Many business are now looking into becoming a smoke free workplace, with legislation effectively banning all smoking inside of business it is now down to the employer to decide if they wish to stop smoke breaks altogether.
Solutions

As stated previously when a market failure occurs outside help is normally required to try and redress the balance, this has been an ongoing rebalancing within the tobacco industry, here we will discuss the solutions used and potential option for the future to manage how future generations interact with tobacco and smoking in general.
	Taxation – Taxation is considered to be the most effective way of reducing the rates of smokers (NHS Scotland, 2018), the evidence shows that with the correct price rises smoking rates are continuing to fall.  However according to (NHS Scotland, 2018) the difference between budget and premium tobacco products is quite significant, which is leading to additional health inequalities as those that can afford to cover the rising cost with the additional taxation are being able to afford a better product than those on lower incomes.
According to (Bader, Boisclair, & Ferrence, 2011), although taxation has been shown to work when it comes to prevention and reduction of smokers in the UK, there is still more information needed in regard to people with Mental Health issue or long term addiction, increasing the price of the product for people with such issues will mean that they will then be unable to afford other essential items such as food and housing.  This disparity also links back to those stated by (NHS Scotland, 2018) in that taxation is only fuelling an major health inequality.
	Negative Advertisement – The use of negative advertisement is not a new thing, however since October 2008 the UK government made it mandatory for all tobacco products to carry a warning of the potential risks of smoking.  The law dictated that 48% of the packet must be covered by these warnings (Tobacco Labelling RC, n.d.).  Then by 2016 the law was changed again so that at minimum of 65% of the packaging had to show health warnings, these could be Text, Photos or smoking cessation information.
In May 2017 to United Kingdom rolled out the standardised tobacco packaging, gone were the bright and bold manufacturer branding to be replaced with dull brown package, health information and information on smoking cessation (Smoke Free Action, n.d.).
Smokefree 2030 – in 2019 it was announced by the UK government that they aimed to become Smoke Free in England by 2030, this would be achieved by adult smoking rates dropping to below 5% (Balogun & Harker, 2023) the current rate sits at 12.9% (ONS, 2023) this is the lowest prevalence of adult smokers since records began in 2011.
They plan to achieve this by creating the first “Smoke Free Generation” the idea is that any child born after the 1st January 2009 will never be legally old enough to purchase tobacco products.  This will be done by each year raising the legal age to purchase tobacco products by 1 year.
A new trend in the tobacco industry in the last few years is vaping, its considered my many as a solution to smoking, however the health effects of vaping as still very much unknown, currently the UK government is putting a ban on the sale of disposable vapes, banning the sale of nicotine free vapes to under 18’s and looking at measure to make the flavours on vapes less appealing to the younger market (NHS, n.d.).

Conclusion

In conclusion, Smoking and the sale of tobacco products has been going on for the past 500 years, at first the world was unaware of the health issue involved with smoking, when these were discovered, it took a long time for the governments to take control of the situation and force the tobacco companies to make changes.  We current smoking rates in Wales at 14.4% (NHS, n.d.) there is clearly still a long way to go before the United Kingdom becomes a smoke free country.  With law such as the smoking ban in pubs and clubs coming into effect in July 2007 with smoking banned in all enclosed places (Smoke Free Action, n.d.) the United Kingdom government is taking a stand.  Taxation is increasing the cost of tobacco products to make them less appealing to the younger generation, the smokefree by 2030 initiative which will see all children born after 1st January 2009 never be legally old enough to by any tobacco products and the use of standardised packaging there is no reason that the goal of less than 5.5% smoking prevalence can’t be achieved.
According to (Demianyk, 2023) it wouldn’t be easy to eliminate smoking altogether, due to the fact that smoking is addictive it would be almost impossible to eradicate it completely, however one thing that can be done is to help reduce the environmental impact of smoking, less smokers would create less C02, less waste products, it would lower production which would reduce the number of trees being cut down and the amount of water being used.  Its safe to say that smoking will potentially never be eradicated worldwide, however in the United Kingdom, by 2109 (100 years post child free generation) it will be safe to assume that the country will be entirely smoke free.
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