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OSSZEFOGLALO

A WHO 2016-0s Egésgségielentése alapjan a dohdnyzds a midsodik  legielentdsebl
egésségkockazatii viselkedés. Az Egészségiigyi 1V ildgsgervezet eldrejelzései sgerint 2025-2050
koot elorelathatoan évi 153 millio ember hal majd meg dohdnyzdis kovetkeztében.

Exzért nem véletlen, hogy szakirodalom széles korben foglalkozik exzel a jelenséggel. A
meghkozelitések agonban omeében egészségiigyl, pszicholdgia, mordlis vagy kriminoligiai
szempontbol vizsgdljak a kérdést. A kiilinbozd szenvedélybetegségek (addiktoldgiai korképek)
azg egyénnek, valamint mikro-, és makrokornyezetének komoly gazdasdgi és tiarsadalmi gondot
okoznak, mint példanl ag érintett személyek gyogykezelése, a munkaképesség csokkenése, vagy
a szenvedélybetegségekreel dss3efiigd csalddi tragédidk.

Tanulmdnynnkban a dohdnytermékek fogyasztsanak hatdsait elsdsorban kizgazdasdgi
sgempontbol kivanjuk goresé ala venni. Célunk, hogy ag emlitett teriileteken megkiséreljiik
Jeltarni ezeknek a termékcsoportoknak a termelésével, forgalmazdisdval, illetve fogyasztsdaval
kapesolatosan felmeriild tarsadalni, gazdasdgi kdrokat és hasinokat. Eg utobbiakat ritkan
emlitik (vagy egydltaldn nem emlitik), pedig szdamos személy, villalkozds, sot maga a
tarsadalom sgdmdra a sgenvedélybetegségek nemcsak  dldozati, hanem hasgonelemeket is
tartalmaznak.

A cikk elsd részében azokat a kigazdasagi elméleteket és egekere épiild kérdéseket, felvetéseket
mutatink be, amelyek kiré e vigsgalatot fel kivanjuk épiteni. Ezutin ag elérhetd statisgtikai
adatok és a  kiilinbozd  szekunder  kutatdsok  alapjan  megprobdljuk  feltirmi  a
dobdnytermékekre vonatkozdan a fogyasztasukbil szarmazo tarsadalmi, gagdasagi hasznokat
és kdrokat/ kiltségeket.

SUMMARY

As reported by the World Health Statistics 2016 smoking canses every second death in the
world. The prediction of the World Health Organisation is that between 2025 and 2050 the
number of cumulative deaths from smoking will be aronnd ten million a year.

Smoking is frequently analysed in scientific literature from a health, moral or criminological
perspectives, becanse addictive disorders precipitate and perpetuate far-reaching social problems.
Individuals and their families suffer from relationship imbalances or in the worst case, from loss
of relatives. Companies experience additional costs resulting from increasing absenteeism and in
the long run their financial performance is declining. At the macro-environmental level, it leads
to economic and social problems such as the need of expensive health treatments.

This paper intends to examine the economic aspects of the impacts of smoking. Our goal is to
reveal the economic and social harm and possible benefits related to the production and trade as
well as consumption of tobacco products. The possible benefits linked with tobacco products are
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rarely analysed even though some individuals, businesses and society at large can, in some ways,
benefit from them.

In the first part of the article the economic theories and related questions are introduced which
provide the theoretical frameworfk for the empirical research. Following the theoretical review, the
economic and social benefits, harms, and costs caused by the use of tobacco products are presented

based on available statistical data and secondary research.

INTRODUCTION

There are many different habits of addiction people feel attached throughout their
lives. These routines can both improve and deteriorate quality of life by possibly
leading to bad habits. Good habits help us through our everyday life but bad ones
such as addiction cause damage to the individual. Once addiction is developed, it
has additional consequences like the need for an increasing amount of substance
to get the same effect. Using a substance regularly has a more intense effect, which
leads to addiction. Balzac wrote it once in a novel titled Ferragus: Chief of the
Devorants *There are few passions that will not fail in rectitude in the long run’
(Balzac, 1955:43). Addictive disorders are forms of behaviour, which cannot be
controlled by the individual. As a result, they are continuously repeated and have
a negative impact on the individuals and their environment (Demetrovics &
Balazs, 2014).

In everyday life, addictions often link to alcoholism, smoking and drug use. In
reality, addictions are complex illnesses. They can be characterised by the inability
to control oneself and with time, the control process is becoming more and more
difficult, up to a point where the individual loses all control. The common
characteristic of all types of addiction is that there is a strong desire towards the
object of the addiction and by fulfilling the desire, the individual feels satisfaction
only for a short period of time leading to a repetitive chain of actions. Addiction
takes over the thoughts of the individual and instead of getting a boost of energy,
it harms the individual (Nemeskéri & Pankasz, 2015).

THEORETICAL BACKGROUND

There are various types of addiction, but as a whole, two main categories can be
distinguished (Nemeskéri & Pankasz, 2015). Chemical dependencies are for
example nicotine- and alcohol dependency, caffeine, medications, and the use of
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illegitimate substances. Individual behavioural disorders can take many forms
such as gaming, phone and computer addiction, internet addiction, workaholism,
shopaholism, kleptomania or pyromania. Sex addiction and codependency
disorder are related to inadequacies of interpersonal relationships while eating
disorder is a type of behavioural disorder, which manifests itself in constant
preoccupation with food. There are some common characteristics of all
addictions (Demetrovics & Balazs, 2014; Firedi et al, 2015). There is a
continuous desire to repeat a certain action, and as tolerance develops more and
more of the substance or the repetitive action is needed. Repetitive use of
substance strengthens its effect and brings about sensitisation and a long period
of failures when trying to give up the bad habit feels impossible. Withdrawal
symptoms occur upon the sudden decrease in intake of substance or behaviour
which had led to addiction. All addictive disorders are time wasters and those who
are addicted spend an increasing amount of time to either feed their bad habit or
trying to give it up. Finally, a tolerance to one drug also has a certain level to drugs
belonging to the same class. This leads to cross dependencies.

The first most often sited possible causes of addiction (Firedi et al., 2015;
Demetrovics & Balazs, 2014) can be related to family history because those
children whose parents are substance users are more susceptible to become
addicts themselves. This cause of dependency can also be encouraged by conflicts
between parents and children. The second factor feeding addiction is the negative
impact of same-age groups especially in case of teenagers. The third factor is a
special personality trait of those who suffer from addictive disorders. They often
show signs of being risk-takers, looking for excitement or being rebellious against
existing social realities.

It is generally true that various dependencies and addictions intensify each other.
In the wake of addiction, there are broken relationships within families and circles
of friends as well as broken careers. According to Németh et al. (1996) there is a
33 to 73 per cent correlation between gaming addiction and chemical addictions.
Often, people living or working addicts assist unknowingly to the addiction to
become stronger. A good example for this is the workaholic CEO who is
considered a successful man by society. Buda Béla (1995) wrote in his book titled
Our passions that in most cases there is nothing wrong with doing or using things
occasionally which otherwise would be addictive. The impacts of addiction on
economy, society and the individual are difficult to prioritise.
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Elvin Morton Jellinek was one of the ancestors of addictology who was the first
to describe and create a curve of the various stages of alcoholism. In 1940 he had
also participated in the foundation of the long-established scientific journal of
addictology in the United States of America (Ward & Bejarano, 2015). Today
addictions are analysed from different aspects. The psychological model is
focusing on the psychological injuries of the individual while the biological
approach explains alcoholism as a disease. The moral model looks at how the
society receives the behaviour of an alcoholic from a moral aspect and the
criminal model finds the links between alcoholism and crime. There are two
further models, the subculture model, and the spiritual model. The subculture
model examines addictions as phenomena while the spiritual model believes that
addicts use psychoactive substances to achieve a transcendent state of mind. All
the different approaches focus only on one highly important aspect of addictions
as a result it is safe to say that none of them can give a full explanation of
dependencies.

We apply an economic approach to examine addictions, which integrates many
of the factors described in the above-mentioned models. This way we can assess
the damage, costs and/or benefit society, economy and individuals need to handle
due to addictions.

There are many reasons why smoking is our chosen topic of interest. ’Currently,
there are over a billion people all over the world who smoke daily.” Smoking as a
harmful addiction causes the death of about 6 million people a year.” (Hungarian
Society of Cardiology, 2015:1352). According to the latest available data from
2015 there are more than 10000 adolescents (between the ages 10 and 14) and 2.3
million adults (people over 15 year of age) smoke every day in Hungary (The
Tobacco Atlas, n.d.). Between 1990 and 2017, 882 thousand people died in
Hungary in connection with smoking (Portfolio.hu, 2019).

These numbers are much higher than the average numbers of high HDI countries
(Human Development Index).

According to the data of EHIS 2014 Hungarian men are heavy smokers (number
8 on the list of countries) within the EU and women are the 3rd on the same list.
Men in Cyprus are the most regular smokers and women in Austria smoke the
most. Swedish men and Romanian women smoke the least frequently (Boros et
al., 2018).
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Creating the research model and applied methodology

Our aim is to reveal the social and economic damages and benefits of producing
and selling tobacco products. Related literature lists taxes collected from the
tobacco industry as a primary benefit and the costs of various illnesses as primary
costs of tobacco use. We assume that this approach simplifies issues related to
the consumption of tobacco products. There are additional factors — both on the
revenue side and on the cost side —, with economic and social impacts. Secondary
research data collected from various sources have been used to validate these

factors.

The Hungarian Economic Research Institute measured in 2004 the costs of
smoking. Costs of hospital care, loss of income, disability payment, visits to the
GP, loss of income tax payments, sick payment, and costs of medication are all
factors used in the measurement. This issue had also been analysed by Bodrogi
(2009), who claimed that smoking should be analysed as a highly complex social,
economic, and cultural processes. According to Bodrogi this process has three
main elements: (1) Government budget, (2) Healthcare system, (3) Tobacco
industry. Vitrai (2012) also carried out an estimated cost analysis in relation to the
direct and indirect costs of smoking and the state income from the tobacco
industry in 2010. Compared to previous studies their analysis was more

comprehensive.

Our study relies on existing data sources. Apart from collecting and categorising
various data, we did some calculations and created a socioeconomic framework
to identify the economic and social revenues and other benefits as well as costs
related to smoking.

Table 1. Social and economic benefits and damages caused by smoking

Revenue Costs/Damages

The costs of treating chronic
The added value created by companies illnesses including  possible
providing raw materials and producing operations related to smoking.
tobacco products. It is also contributing to Deaths, rehabilitation programs
GDP. and maintaining the state of
sobriety
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Companies providing raw materials and
producing, trading, and storing tobacco
products create workplaces.

The increase in market demand created by
those who are employed by companies
providing raw materials and producing,
trading, and storing tobacco products.
Corporate and personal income tax as
government budget revenue deriving from
the producing, storing, and trading raw
materials and tobacco products.

VAT and excise duty as government budget
revenues resulting from purchasing tobacco
products.

Health organizations being involved in the
treatment of smoking related illnesses such
as withdrawal symptoms and offering
preventative ~ programs  also  create
workplaces.

The increase in market demand created by
those who are employed by health
organizations being involved in treatment
of smoking related illnesses such as treating
withdrawal  symptoms and  offering
preventative programs.

Corporate and personal income tax as
government budget revenues paid from the
operation of health organizations being
involved in treatment of smoking related
illnesses such treating withdrawal symptoms
and offering preventative programs.
Advertising, promotion

Supporting tobacco production

The amount of sick payment
because of health damage.

Lost workdays because of health
damage.

Cases of early death before

retirement causes lost

employment taxes and

contributions to the government.

The financial and moral suffering
of families.

Harm caused to second-hand
smokers.

Accidents, cases of fire.

Pollution: cigarette butts,

cigarette packages, etc.

Source: Authors’ own contribution based on Fenyvesi and Kajari (2016)

Our research had limitations because some of the variables appear more than
once. There are overlaps and, in some cases, data had been unavailable. It is also

30



important to mention at this point that it had been challenging to reveal whether
there are relationships between some of the variables. Moreover, there are also
factors, which are difficult to quantify such as harm caused to families. As a result,
clustering and comparing social and economic impacts are challenging.
Consequently, we had not intended to quantify the economic profitability, or the
welfare impacts of the tobacco industry as a whole. We aimed at finding the most
recent data and research results. Despite not examining the methods of gaining
these data, we believe that they provide a reliable source of information to
demonstrate the various issues related to smoking in Hungary.

Table 1 includes all the factors, which either directly or indirectly contribute to all
the revenues or other benefits as well as damages and costs generated by the

tobacco industry.

Revenues and benefits arising from tobacco production and consumption
Tobacco industry and its contribution to GDP

The income generated by the tobacco industry contributes to the GDP even
though tobacco products are harmful to health and the illnesses caused by them
lead to a decreasing quality of life. Also, companies operating across the tobacco
industry use valuable resources from other potentially less harmful investments
which could help people to increase their quality of life.

The value of growing tobacco in Hungary is a mere 0.002 per cent of the GDP.
The revenues of the six largest tobacco companies worldwide had a revenue of
USD 346 billion in 2016, which is 190 per cent more than the GDP of Hungary
(The Tobacco Atlas, n.d.). Hungary produced 8 000 tons of tobacco in 2015. In
the same year, the tobacco production of Italy was 51 407 tons, Spain 29 361 tons,
Greece 29 140 tons and Poland 26 222 (UNITAB Congress, 2010).

Table 2 shows the data provided by the Hungarian Central Statistical Office (*).
According to that, the output of the tobacco production industry in Hungary
decreased in 2014. It was followed by a period of stagnation and in terms of value
it is slightly decreasing. According to the Hungarian Tobacco Growers’
Association (*¥) the decrease of the quantity of production is in fact sharper, so
the import of tobacco had more than doubled between 2014 and 2016. The
increase of export had been slightly smaller than the increase in import but there
is a decrease in net export. Although the downturn came to a halt in 2017, it
resumed in 2018.
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Table 2. Tobacco growing in Hungary, import and export in tons and in HUF

Year *2014  *2015  *2016  **2014 **2015 **2016 ***2017 ****2018
Harvested quantity 9459 7952 8012 9689 7447 6343 6802 5448
(tons)

Value of 4228 3845 3320 NA NA NA NA NA
production

(standard cost
price, in million

HUF)

Import (tons) 6473 8557 9587 NA NA NA NA NA
Import value 8279 16 18 NA NA NA NA NA
(in million HUF) 419 148

Export (tons) 4667 4554 8507 NA NA NA NA NA
Export value 4866 4161 7591 NA NA NA NA NA
(in million HUF)

Source: *http://www.ksh.hu/docs/hun/xstadat/xstadat eves/i omn002c.html;
**http:/ /www.otigo.hu/gazdasag/20170908-tizezer-munkavallalo-dohanytermeles.html;
ik https:/ /agroforum.hu/agrarhirek /novenytermesztes/dohany-termoterulete-es-termesatlaga-
nott-2017-ben/
ek hitp://madosz.hu/article/viewrid=647

Direct and indirect employment in the tobacco industry

Tobacco industry includes tobacco growing, tobacco fermentation and trading
industries. The number of workers employed by these industries is significant.
Statistical data from different periods show very different data because they used
different methods.

According to a survey made in 2 000, there are more than 60 000 workers
employed by various industries related to tobacco growing and trade. Directly and
indirectly, there are 140 000 people employed by industries related to the
consumption of tobacco products which means that about 15 000 families or 5
000 full-time workers are employed there. Considering the tobacco industry there
are some 3 000 people employed in tobacco production and the wholesale of
tobacco. The tobacco retail industry employs at least 120 000 people, which is
equal to the employment of 24 000 full-time workers (Boros & Bittner, 2004).

Table 3. The number of employees working in the tobacco industry in 2009

Type of employment Producers Processing Total
(number of people)

number of employed 2345 1407 3752
Full-time 224 1308 1532
Seasonal 2121 99 2220

Source: Bittner, 2011
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Another survey from 2011 (Table 3) shows that there were about 4 000 people
employed in the total tobacco industry. These two statistics are contradictory
because the number of workers according to the survey from 2011 is only 5 per
cent of the number of people employed 10 years earlier considering only those
working in the production sector.

Csipkés et al., (2017) estimated that the total number of working hours in the
tobacco growing industry was 4 709 410 in 2014. If we consider that there had
been 253 working days in 2014, the number of full-time workers in this industry
was 18 614.

According to the latest data from 2017, the Hungarian tobacco growing industry
employs around 10 to 12 thousand people. Most of the workers are women
(approximately 70 per cent of the total number of workers) and 90 per cent of the
total number of workers have no qualification at all. (NAK, 2020) Considering 12
thousand people employed it is about 0.003 per cent of the total number of people
employed in Hungary.

The multiplier effect of workers’ income spent should also be considered, but
further estimates would lead to more inaccuracies. The same can be applied to
demand. There is multiplicative effect of those working in the health industry and
suffer from health issues because of smoking. They receive treatments and earn
income at the same time.

The contribution of the tobacco industry to the increase of the budget
revenue

The contribution of the tobacco industry to the increase of the budget revenue is
defined as government revenue deriving from the direct and indirect taxes paid
by growers, producers, and retail companies.

In the case of certain products not only VAT but also excise duty must be paid.
Excise duty is a direct turnover tax, paid only once during the selling process. In
Hungary, the present excise duty regulation was established after the World War
IT (Simon et al., 2006). After 1990, the number of tax evasions had increased
dramatically because of strict tax laws leading to more comprehensive regulation
which controlled the production and retail of excise products. It came into effect
on June 1 1993. It. The main aim of the new law was to ensure government
revenues, create a market environment of equal competition, put an end to black
market activities and influence the consumption of harmful products.
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On November 4 1997 Act CIII took effect. Excise duty became a comprehensive

tax to be paid after excise products.

After joining the European Union, the need for harmonisation of law made it
necessary to pass Act CXXVII of 2003.

Today, excise duty includes two parts: itemized duty and value duty. The amount
of itemized duty is calculated by using the price of 1 000 cigarettes and the amount
of value duty is calculated by using set percentage values of the retail price. The
reason for this is to ensure that excise duty is adjusted to the market price of

cigarettes.

Table 4. Excise duty revenues from tobacco product consumption

Excise duty Index
Years o -

(billion HUF) Base Chain
2011 287.2 100.0% 100.0%
2012 344.7 120.0% 120.0%
2013 311.6 108.5% 90.4%
2014 287.9 102.4% 92.4%
2015 323.6 112.7% 112.4%
2016 297.4 103.6% 91.9%
2017 298.6 104.0% 100.3%
2018 318.8 111,0% 106,8%
2019 327.3 114,0% 102,8%

Authors’ own contribution. Source:
http://www.parlament.hu/irom40/05954 /adatok/fejezetek /42.pdf

http://www.parlament.hu/irom39/12002/adatok/fejezetek /42.pdf

http://www.parlament.hu/irom40/12284 /adatok/fejezetek/42.pdf

http://www.parlament.hu/irom40/17578 /adatok/fejezetek /42.pdf

http://www.parlament.hu/irom40/10377 /adatok/fejezetek/42.pdf

https://www.parlament.hu/irom40/15381 /adatok/fejezetek/42.pdf
https://www.parlament.hu/irom41/00503 /adatok/fejezetek/42.pdf

According to the most recent changes, excise duty on cigarettes and tobacco used
for consumption is going to increase. The increase took place in two steps, the
first in September 2018 and the second in January 2019 (Adozona, 2018).

Table 4 shows the changes in government revenues deriving from excise duty.
Approximately 7 per cent of total tax revenue is provided by excise duty, and
roughly a third of this comes from the (legal) consumption of tobacco products.

34


http://www.parlament.hu/irom40/05954/adatok/fejezetek/42.pdf
http://www.parlament.hu/irom39/12002/adatok/fejezetek/42.pdf
http://www.parlament.hu/irom40/12284/adatok/fejezetek/42.pdf
http://www.parlament.hu/irom40/17578/adatok/fejezetek/42.pdf
http://www.parlament.hu/irom40/10377/adatok/fejezetek/42.pdf
https://www.parlament.hu/irom41/00503/adatok/fejezetek/42.pdf

Costs and damages caused by tobacco production and consumption of
tobacco products

Illnesses and deaths

In Hungary there were around half a million patients treated in hospitals who had
smoking related illnesses in 2010. It means that more than one third of the total
number of patients (36 per cent), close to half of all male patients (46 per cent),
and more than one quarter of all female patients were treated due to smoking.
Also, in 2010, close to 440 000 outpatients were treated. 45 per cent of the
outpatients were male and 32 per cent of them were female (Vitrai, 2012).

According to international standards there are 15 diagnostic classification groups
which are proven to be related to smoking (Vitrai, 2012). These are: trachea
cancer, ischaemic heart disease, chronic obstructive lung disease, cancer of the
upper digestive tract, cerebrovascular diseases, other cardiological diseases,
pancreatic cancer, bladder cancer, kidney cancer, except for the renal pelvis,
influenza and pneumonia, cervical cancer, other respiratory diseases deriving
from the perinatal period, abnormalities related to premature birth and low birth
weight, respiratory distress syndrome of newborn babies. There are some other
sources quoting many more diseases related to smoking (The Tobacco Atlas,

n.d.).

‘In Hungary there were 28 000 cases of death because of smoking ... This fact
should arise an intense indignation and turn the attention of law makers to find
solutions to reduce this number and smoking should be handled as a significant
social issue... it damages consumers and their environment and causes huge
health problems. It plays a significant part in the deaths of half of those who
smoke.” (Bodrogi, 2009:45)

According to Vitrai (2012) 20 470 people died from smoking related diseases in
Hungary in 2010. It is 16 per cent of all deaths. In case of men close to 23 per
cent of all deaths were due to smoking and in case of women it is 9 per cent of all
deaths.

Wéber (20106) claims that between 2000 and 2014 there was a decrease of 13 per
cent in excess mortality of men because of smoking. This number, in 2014 was
16 754. At the same time, excess mortalities among women increased by more
than one third which is 7 500 cases of deaths (Figure 1). Within one and a half
decades, the number of men dying from nicotine addiction related diseases
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stagnated if we consider the total number of deaths but the number of women
dying from nicotine addiction related diseases increased by 3.2 per cent. Every
fourth death (27 per cent) was related to smoking in case of men and every 10th
(12 per cent) death was related to smoking in case of women in 2014.

Female:
7 509; 6%

Male:
16 754: 13%

Excess mortality related to tabacco

Fatalities independent of ;
tabacco use: 102 045; 81% use: 24 263; 19%

Figure 1. Excess mortality estimates based on the total number of deaths
by gender, 2014
Source: Wéber (2016:595)

In 2017, the number of deaths related to smoking was 26 081 in Hungary, and
costs related to smoking was HUF 156 7437 million. (The Tobacco Atlas, n.d.)
This amount includes the direct and indirect costs of health expenditures, which
are caused by early mortality and various smoking related diseases.

Smoking is the first on the EU list of avoidable health risks. Early mortality causes
the deaths of about 700 000 people. About 50 per cent of those who smoke, die
early. Statistics show that smokers die 14 years earlier in average than non-
smokers. (European Commission, n.d.)

According to the 2008 estimates of the World Health Organization, 100 million
people died from diseases related to smoking in the 20th century. The same
research claims that in the 19th century the number of deaths due to smoking
could have reached 1 billion. A report published by the medical officer of the US,
smoking may shorten life expectancy by as long as 10 years (Peters et al., 2017).
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Isolating the social costs and benefits of smoking, the impacts of early deaths
related to diseases caused by smoking on the health and pension expenditure is a
great challenge. There have been some studies suggesting that both the health and
pension expenditures are negatively affected by smoking related diseases.
According to some other research, early deaths caused by smoking related
diseases also have some positive effects. In a Phillip Mortis research, it is claimed
that the health and pension expenditures would be higher had it not been for
those who die prematurely from smoking related diseases. In 2008, a Dutch study
came to similar conclusions, healthy people are the costliest for the national health
care system. The health costs of a Dutch citizen over 20 years of age are EUR
281 000 annually as of 2003 whereas the health costs of a smoker are only EUR
22 000 per year (van Baal, et al., 2008).

Family

Families that purchase tobacco products have less disposable income to buy other
products and services, such as food or educational services. The most negative
impact on families is that one fourth of smoking related deaths happens in the
active years of smokers, which puts families in a financially difficult situation.
Smoking related illnesses also cause loss of income because the patient might need

an extended period to recover.

Based on GDP per capita in Hungary smokers must spend 5.84 per cent of their
monthly income to have 10 cigarettes a day (The Tobacco Atlas, n.d.).

If we look at the family income status, we see different patterns of habit in case
of male and female smokers. Male smokers smoke less as their income increases
whereas the number of female smokers is increasing with increasing income. 4
per cent of males with the lowest levels of income smoke every day and 24 per
cent of males with the highest levels of income smoke daily. For women, the
greatest number of smokers can be found in the medium income group (26 per
cent). Women with income under or above the average smoke less regularly
although the women with the most income smoke the least frequently (15 per
cent) (Boros et al., 2018).
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Table 5. Income spending on tobacco products per person in various
income deciles (2015)

I(;lcqme Gross income Net income Forint / person / yeat 2
eciles (HUF/person) (HUF/person)
1 371820 335949 12118
2 664524 575285 19813
3 911218 720163 19025
4 1059166 863119 18798
5 1266599 992874 21301
6 1420655 1130070 17994
7 1555127 1274162 20713
8 1852818 1471227 24766
9 2274772 1756280 22575
10 3665620 2873038 25567
Total 1504048 1199094 20267

Authors’ own contribution. Sources:
http://www.ksh.hu/docs/eng/xstadat/xstadat_annual/i zhc021b.html

http://www.ksh.hu/docs/hun/xstadat/xstadat eves/i zhc014a.html?’down=1789

In the amounts spent on tobacco products in various income deciles, we cannot
find strong connection between income and income spent on smoking. The last
3 deciles are exceptions where income spent on tobacco products is the highest
per person (in order: 9, 8, 10), and the income spent on tobacco products is the
lowest in the first deciles (Table 5).

A person who smokes 20 cigarettes a day spends between HUF 401 500 and 438
000 per year. This amount could be spent on valuable food items such as 1 700
litres of milk or 1 150 kg of oranges.

Lost workdays and the amount of sick payments as a result of health
damage

Based on data provided by the GKI Economic Research Co. Bodrogi (2009)
suggested in a study that the costs of smoking in Hungary were between HUF
148.5 and 152.9 billion. The estimate includes a loss of income between HUF
27.5 and 28.5 billion.

According to another research smokers fall ill more often. They have an average
of 2.7 days more sick days than non-smokers. As a result of that there is about
HUPF 100 billion loss of income every year. Smokers also cause financial loss to
their employers because in average they work 50 to 60 minutes less because of
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their smoking habit. Sick payments cost an estimated HUF 6 billion for the health
care system. Employers also need to pay one quarter of sick payment and all the
other allowances that employees are entitled to during sick leave (Gabris, 2015).

Damages caused to second-hand smokers

Second-hand smoking (SHS) or environmental tobacco smoke (ETS) damage can
make an impact in two different ways. There is the so-called main smoke exhaled
by the smoker and the side smoke leaving the lit cigarette, cigar, or pipe.

The following facts were reported in a Hungarian study:

— Two thirds (66 per cent) of smokers smoke in their own homes. 12 per
cent of non-smokers are forced to inhale cigarette smoke at home.

— The prevalence to smoke at workplaces or inside bars is around 7 per cent
among non-smokers. 5 per cent of these had experienced cigarette smoke
in waiting rooms as well.

— 10 per cent of non-smokers experienced tobacco smoke more often at
open-air places than at inside places. One fifth of non-smokers (21 per
cent) were exposed to tobacco smoke at public transport waiting areas
(Vitrai, 2012).

According to a report published by the EU the protection of second-hand
smokers put them in a better position by 2013 than before. 46 per cent of non-
smokers were exposed to smoke in inside bars in 2009 whereas in 2012 this figure
was only 28 per cent. Second-hand smoking is a great contributing factor of
mortality, morbidity, and disability. According to some estimation in 2002 more
than 70 000 people died because of being exposed to second-hand smoking. Many
of these deaths were caused by inhaling smoke at workplaces (European
Commission, 2013).

As global data indicates second-hand smoke kills close to 900 000 people every
year. Young people are especially vulnerable inside and outside of homes. Figure
2 shows the estimated prevalence of youth aged between 13 and 15 inside bars.
That is about half of all young people within this age group. Young people in
Europe are in the worst position because three quarters of them are exposed to
smoke indirectly in open areas (Drope, 2018).

According to the research results of Global Youth Tobacco Survey in 2019-2020, young
people between the ages 13 and 15 in Hungaty can be characterised by the following
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(Fokuszpont, 2020): 17 per cent of the young people are exposed to cigarette smoke in
their own home; 34 per cent are exposed to cigarette smoke outside their home; 85 per
cent of young people are non-smokers; 32.5 per cent has tried smoking; 35 per cent
smokes at home; 40 per cent of them has at least one parent who is a smoker.

80,00%
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60,00%

50,00%
40,00%
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10,00%

0,00%

GLOBAL AFRO AMRO EMRO EURO SEAR WPRO

Numbers inside the bars represent the number of youth exposed to second-hand
smoke (millions).
Many youths globally are exposed to secondhand smoke.

Estimated Prevalence (%)

Figure 2. Prevalence in Youth. Percentage and number of youths exposed
to second-hand smoke outside their home by WHO Region, ages 13-15,
2007-2014

Source: https:/ /tobaccoatlas.org/topic/secondhand/

Accidents and cases of fire

Fire is most often caused by open flames such as candles, electronic devices
generating heat and smoking.

According to research every sixth cases of fire death were caused by smoking in
2006. Table 6 shows the number of fires caused by smoking or cases of fires
suspected to be caused by smoking. Until 2006 the number of such cases was
decreasing.

Another research suggests that 19 out of 65 cases of fire (30 per cent) were caused
by smoking (Bérczi & Pécsik, 2017).

It is important to emphasise that to estimate the number of fire cases related to
smoking is not easy because in most cases there is no fire test procedure. Last
year there were only 1 000 proven cases of fire out of 21 054 cases. Fire test
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procedure is only carried out in fatal fire cases, crime cases or if fire breaks out in
an apartment building (Sarosy, 2016).

Table 6. Cases of fire and their link to smoking

Year Fire caused by smoking Suspected fire cases All cases
caused by smoking of fire
1998 917 3.02 % 3379 11.11 % 30 411
1999 463 2.53 % 1671 9.15 % 18 268
2000 868 2.61 % 3092 9.31 % 33194
2001 492 1.99 % 1695 0.85 % 24749
2002 524 1.66 % 1912 6.06 % 31 541
2003 489 1.57 % 1781 5.73 % 31090
2004 355 1.65 % 917 4.27 % 21471
2005 317 1.28 % 1085 4.38 % 24 748
2006 961* 4.40 % 02* 0.28 % 21 829

Source: http:/ /www.vedelem.hu/letoltes/anyagok/688-a-dohanyzas-szerepe-a-
tuzesetekben.pdf

According to available data there were approximately 30 000 fire cases related to
smoking in the EU between 2003 and 2008. The number of fatalities in these
cases are over 1 000 and the number of injuries is over 4 000. It is also proven
that after the introduction of lower ignition propensity cigarettes the fatalities
have decreased by 40 per cent. These are cigarettes which are self-extinguishing
and are safer. This safety measure was introduced in some countries such as the
USA, Canada, and Australia. Since April 2010 it was also introduced in some EU
countries such as Finland (European Commission, 2011).

Pollution: cigarette butts and packages

Thirdhand smoke (THS) refers to residual tobacco smoke constituents that
remain on surfaces such as curtains or carpets and in dust after tobacco has been
smoked. These residual constituents include harmful elements of cigarette smoke.
Cigarette butts contain chemical compounds such as nicotine, benzylamine,
various toxic gases and radioactive elements such as polonium.

Cigarette butts are the most common waste items in the world. According to
some estimates there are some

700 000 tons of toxic waste in Hungary each year. (ecolounge.hu, 2016) As
reported by an international study 25 to 50 per cent of street rubbish is cigarette
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butts, which is especially dangerous for aquatic organisms. 5.6 billion cigarette
butts are thrown each year. It would fill 375 rail wagons. (Egeszseg, n.d.)

Costs and revenues of other factors

Advertising

As the view on smoking has shifted the demand to control tobacco advertising
and sponsorship has increased. It had to be determined which areas tobacco
products could not be advertised. It is a hugely effective way of reducing demand
for tobacco products. One of the most important regulations in relation to the
tobacco industry is Act XLVIII of 2008 (Act on Advertising) which prohibited
both the direct and indirect advertisements of tobacco products. For many years
tobacco companies acted as sponsors of major sporting and cultural events such
as Formula 1. The 2008 Act on Advertising and the Act CLXXXV of 2010 on
Media Services and Mass Communication prohibited the direct or indirect
advertising and sponsorship of tobacco companies on sport, cultural, health or
political events.

Despite the strict regulation, 4 out of 10 voters claimed in 2014 that they had seen
some sort of tobacco advertisement or promotion. The most common place for
them was points of sales (39 per cent) and billboards (30 per cent) (European
Commission, 2015). A study in 2016 focused on adolescents between the age of
13 and 15 (Fékuszpont, 2020). Almost half of the respondents (37 per cent) said
that they saw anti-smoking advertisement on TV, on message boards (22 per
cent), in newspapers or magazines (16 per cent), on the Internet (47 per cent) own
a promotional product (7 per cent).

These initiatives aim at protecting public health from the dangers related to
smoking and second-hand smoke. All initiatives are concerned with the tobacco
use of young people because 94 per cent of smokers become addicted to smoking
before the age of 25.

Current study is not dealing with all national and international policies to control
tobacco use.

It is also important to acknowledge that the prohibition of tobacco advertising
withdraws many potential clients. This also means a loss of revenue for
advertising companies. Multiplier effect is also important since those working in
the advertising industry increase revenues elsewhere. The Hungarian advertising
industry is nevertheless continually increasing. In 2016 there was an 11.9 per cent

42



increase compared to the year before and in 2017 the growth of the advertising
industry was 11.52 per cent (Szalay, 2018).

Subsidising tobacco growers

As EU support stopped in 2015 the Hungarian government provides support for
the tobacco growing industry which requires many workers. According to the
53/2015. (IX. 14.) FM dectree (Ministry for Agriculture) regulates the "National
Restructuring Plan for tobacco and the conditions of the granting of small
amounts of grants’. The aim of the national restructuring plan is to provide
support for tobacco growers in order to ensure that agricultural land considered
for the purpose of determining the reference area shall not be extracted from the
agricultural use; tobacco growers maintain the employment level of workers who
had previously worked for the industry throughout the duration of the
patticipation of the tobacco grower in the restructuring plan (53/2015:19592-
19593).

In relation to the statute the Under Secretary of Agriculture stated: ,,There is no
industry today in Hungary which would receive such high amount of subsidy and
help to stay on the market in a competitive state” (24, 2017).

The national agricultural subsidy provides a total of HUF 3.5 billion which means
that every farmer is entitled to receive a minimum of HUF 620 000. The subsidy
also includes HUF 1.5 billion which is tied to product output. Tobacco growers
received around HUF 900 000 per hectare in 2016.

CONCLUSIONS

Over the course of our investigation, finding up-to-date statistical data regarding
the social and economic impacts of smoking was challenging and, in some cases,
we failed to find any. Nevertheless, we believe that data from recent years are
equally useful in the sense that they can highlight areas of concern.

Up-to-date data relevant to the analysis of the social and economic impacts of
smoking was insufficient. Even so, relying on recent data is still reliable enough
to highlight major areas of concern.

There are several interest groups on both sides of the scale measuring the benefits
and costs of smoking. In the last few years, it seems that anti-smoking

campaigners are winning.
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Figure 3. Wheel of Tobacco Regulation

Authors’ own contribution. Source: https:/ /tobaccoatlas.org/mission

In relation to controlling smoking the cooperation of many participants and many
related areas are involved (Figure 3).

— Growing: Governments must help to improve supply and value chains
for alternatives to tobacco leaf and invest in farmet’s education/retraining
program.

— Manufacturing: Ban all tobacco additives including flavourings.

— Packing and Labelling: Plain, standardized packaging of all tobacco
products.

— Marketing: Ban all direct and indirect forms of marketing, including
advertising, promotion, and sponsorship.

— Tax Policies: Implement higher excise taxes on all tobacco products and
make certain that increases outpace inflation and income growth.

— Point-of-Purchase: Eliminate all signs and even hints of tobacco product
sales, including keeping them out of sight behind the counter.

— Product Use: policies should make all indoor, workplace ad public
outdoor spaces smoke-free, and find effective, new ways to keep smokers
from smoking in their homes with non-smokers.

— Disposal: Get the tobacco industry to bear the cost of cleaning up the
environmental devastation from the waste left by tobacco production and

use.
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In the last few years there have been major improvement in the regulation of
tobacco use in Hungary, but further regulations are needed. This need is
supported by statistics from 2010, which shows that the Hungarian population
had been wasted close to 600 000 healthy years because of smoking. This means
that we are the last among EU countries (Alpar et al., 2010).

Smoking control is a complex task because many participants need to work
together to find solutions. To have sufficient results international cooperation
need to be effective on all three levels (individual, corporate and state) and all
areas show on Figure 3.

The conscious participation of the individual is unavoidable. Individuals must take
responsibility for themselves and those living close to them by giving up smoking.

Corporations are also in a difficult position because it is still challenging to reconcile
profit maximization and social responsibility. Moreover, social responsibility
initiatives are less authentic when they come from companies operating in the
tobacco industry.

The tobacco industry often claims that it provides many workplaces but in most
national economies tobacco production takes up only a small part of the
economy. If there were more initiatives to discourage smoking more workplaces
would be created in other industries and consumers would spend parts of their
disposable income elsewhere (World Bank, 2001).

The role of media can be mentioned at the macro level since mass media provides
valuable information about the impacts of smoking, draws the attention to
important publications and it can influence social norms in a positive direction
(Tompa, 2003).

State level. Governments can introduce effective anti-smoking policies, which lead
to a decrease in the number of smokers. It has a positive impact on individual and
social well-being. But the government is in a difficult position if they set
themselves the task of improving the position of all participants of the economy.
There has been an increase in regulation to control tobacco use in Hungary
including advertising bans, excise increases, smoke-free dining along with strictly
designated smoking areas and graphic health warnings on packaging in. In 2012
the Hungarian government made the sale of tobacco products a state monopoly
by establishing national tobacco shops and running them as concessions. While
there are many policy changes to support the discouragement of smoking,
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tobacco growing is also heavily subsidised which weakens the effects of anti-
smoking policies.

Governments are often hesitant of raising taxes because it causes a decrease in
the market demand. The degree by which market demand decreases is smaller
than the increase of prices because cigarettes are highly inelastic (World Bank,
2001).

The number of smokers in Hungary has not decreased since the sale of tobacco
products became state monopoly in Hungary. Instead, the number of those who
smoke rolled up cigarettes has increased dramatically and also the size of the black

market for cigarettes has increased.

International level. The European Union has an international role in controlling the
use of tobacco. It had a significant part in the development of the Framework
Convention on Tobacco Control which entered into force on February 2, 2005.
This framework is the first binding convention of the World Health Organization.
The core demands of the framework include non-price measures to reduce the
demand to tobacco such as packaging and labelling of tobacco products, tobacco
advertising, promotion and sponsorship, protection from exposure to tobacco
smoke, illicit trade in tobacco products, pricing and taxing tobacco products and
offering economically viable alternatives for tobacco growers. (European
Commission, 2011)

Policies and initiatives related to tobacco control also have social and economic
benefits as well as costs similarly to many other factors that we analysed at the
beginning of this study (Table 1). Benefits are quite straightforward if we can save
lives, or there would be less smoking related illnesses and lower health costs. But
all policies and other initiatives require major financial investments which need to
be withdrawn from other areas such as education or culture. Obviously spending
money on the fight against tobacco is worthwhile because it might change the
future outlook of many people but there will always be trade-offs. Prevention
would be the most cost effective solution if we didn’t spare any expenses because
helping people give up smoking and reducing the costs of treating diseases related
to tobacco would bring the most benefits to the society as a whole.
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