News Release

Federal Budget
Tobacco control advocates welcome tobacco tax hike
but point to substantial room for greater increases

Ottawa and Montreal, February 28" 2018 — Tobacco control advocacy groups welcomed the $1
tobacco tax increase — in addition to a $1.29 inflation tax adjustment (for a carton of 200 cigarettes) —
announced in today’s federal budget.! Altogether, this amounts to a $2.29 increase per carton of 200
cigarettes, or 22.9¢ for a pack of 20. The last federal increase, as part of the June 2014 budget,
amounted to $4 per carton; there was also a 53¢/carton adjustment last year.

“We welcome the tobacco tax increase, as it

is a step in the right direction. However, the Wholesale Unit Price of cigarettes in Canada,

) ) ] 2003-2016
margin for tax increases is much larger than
. Wholesale Unit pri f ci ttesin Canada, 2003-2016
the current federal tax hike. We hope the R i

50,25 Source: Health Canada, TRR Section 13

provinces will step in with tax hikes of their I
own and not leave the available room for |
price increases to manufacturers,” says
Flory Doucas, spokesperson for the Quebec [**
Coalition for Tobacco Control (CQCT).
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Indeed, over the past two years, the CQCT
and Physicians for a Smoke-Free Canada
have been pointing out to policymakers
industry data obtained by Health Canada®
which show substantial room for tax increases. For example, since 2015, federal tobacco tax increased
by only $0.53. Over the same period, the average wholesale price of cigarettes has increased by $7 to
$11.> Health Canada estimated that these manufacturer price increases boosted tobacco industry
revenue by $1 billion per year.*
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“By failing to systematically raise taxes, governments have enabled cigarette manufacturers to increase
their own prices to retailers by amounts that far exceed typical tax hikes,” explains Neil Collishaw,
Research Director for Physicians for a Smoke-Free Canada. “This meant that while smokers continue to
pay more for their cigarettes, that money is going straight into the pockets of Big Tobacco and not to the
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Canadian taxpayer who is footing the bill for all health care expenditures from smoking related diseases
as well as for anti-tobacco programs and efforts to fight contraband.

“It also shows that the industry’s constant fear-
mongering over contraband tobacco in relation E= Keeping The Contraband Issue Alive . ronceo
to potential or actual tax increases is Q2|
completely self-serving and disingenuous.” This preT———

point is confirmed by an internal Imperial
Tobacco document® that clearly shows how the
contraband issue is used by the industry’s front
groups to prevent new taxes or regulations.

Inflation adjustment

The budget also announced the much-needed
change with respect to the tobacco tax

inflation adjustment, which will occur on an
annual instead of a 5-year basis. “An annual inflation adjustment ensures that the tobacco tax does not
lose its value as time progresses and, by extension, its impact on smoking behaviour. We encourage
provincial governments to do the same,” adds Ms. Doucas.

Federal anti-tobacco funding

The health groups also welcomed the strengthening of the Federal Tobacco Control Strategy with an
additional investment of $16.1 million per year over the next five years.® The extra funding will increase
the federal anti-tobacco budget from $43 to $59 million. “The increased investment in tobacco control
represents an opportunity to help stimulate the research and policy developments that are necessary to
achieve the government’s ambitious target of reducing the smoking rate to less 5% by 2035,” remarks
Ms. Doucas.

“However, we are talking about the number one cause of preventable disease and death in our society.
The new budget, while an improvement, falls short of the $100 million dollars that were budgeted for the
Strategy in its heyday in the early 2000s.”’

In a report commissioned by Health Canada, the Conference Board of Canada estimated that tobacco
use in Canada results in 45,000 deaths, as well as $16 billion direct and indirect costs each year.8
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Contact: Neil Collishaw, Research Director, Physicians for a Smoke-free Canada. 613-297-3590
Flory Doucas, Spokesperson, Quebec Coalition for Tobacco Control: 514-515-6780
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APPENDIX

Tax and price increases since federal election

2016 2017 2018 Total Increase
January — July August — January — July August — January
December December
Tax increase
e Federal’ $0.53 $0.53
e Ontario® $3.00 $2.00 $5.00
e Quebec" $0.00
Price increase
Premium
e Du Maurier (ITL) $2.60 $3.15 $1.50 $7.25
e Vogue (ITL) $3.40 $3.90 $1.75 $2.00 $11.05
e Benson & Hedges (RBH) $2.92 $1.00 $3.80 S0 $7.72
e Export A (JTIM) $2.60 $1.00 $3.15 $1.50 $8.25
Mid —tier
o Peter Jackson (ITL) $1.60 $3.65 $2.00 $7.25
o Matinée (ITL) $3.60 $5.65 $2.00 $11.25
e Canadian Classics (RBH) $1.92 $1.00 $3.65 $2.00 $8.57
o Number 7 (RBH) $2.42 $2.40 $2.00 $6.82
e Macdonald Select (JTIM) $3.10 $1.00 $3.15 $1.50 $8.75
Budget
o Pall Mall (ITL) $2.10 $3.90 $2.00 $8.00
o John Player Special (ITL) $3.40 $3.85 $2.00 $9.20
o NEXT (RBH) $2.74 $3.65 $0.27 $6.66
o Philip Morris (RBH) $2.10 $4.15 $2.00 $8.25
e LD (JTIM) $3.60 $4.15 $2.00 $9.75
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