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Introduction

Fewer people are smoking in the United States, Europe, and most of the developing world. Excise tax-
es, bans on smoking in public places, and graphic health warnings are achieving such dramatic reduc-
tions in tobacco use in developed countries that a recent Citigroup Bank investment analysis speculat-
ed that smoking could virtually disappear in wealthy countries over the next thirty to fifty years.

But as tobacco use declines in the United States and most developed countries, it is on the rise in
low- and middle-income countries. Despite widespread participation in the World Health Organiza-
tion (WHO) Framework Convention on Tobacco Control (FCTC), tobacco taxes remain lower and
warning labels smaller than the WHO recommends in most developing countries. No-smoking re-
quirements often do not yet exist or go unenforced, even in hospitals and schools. With stagnating
sales in high-income nations, multinational companies target low- and middle-income countries with
still-limited tobacco tax and regulatory systems, using cartoon characters, sports sponsorships, purse
packs, and other advertising gimmicks long prohibited in most of the developed world. Unless inter-
national tobacco control efforts improve, and soon, the WHO projects that tobacco will kill hundreds
of millions in the coming decades, mostly in developing countries.

Few global health threats can compare with the human and economic toll of tobacco-related dis-
eases in developing countries. If global health and preventing avoidable disease among the poor are
priorities for the United States, philanthropic foundations, and international development institu-
tions, then tobacco control must be as well. Tobacco control programs are evidence-based and cost-
effective. If implemented and enforced in more developing countries, these programs offer a sustain-
able way to save millions of lives. The international community can support the implementation of
these programs in three ways. First, the United States and other developed countries with experi-
enced tobacco tax and regulatory authorities should increase their mandates and resources to support
the tobacco control efforts of their developing-country counterparts.! Second, the United States and
its trading partners should also stop trying to reduce tobacco tariffs and protect tobacco-related in-
vestments in their trade agreements with low-income nations; these countries should be allowed the
opportunity to implement the same tobacco-control programs as the United States has.? Finally, do-
nor governments and foundations should help developing-country governments overcome tobacco
industry opposition and prioritize the health needs of their citizens by providing the incentives for
outcome-driven, bottom-up approaches to tobacco control. Third, a particular incentive model,
Cash-on-Delivery (COD) Aid, could make a tremendous difference against the tobacco epidemic
sweeping many low- and middle-income countries and should be implemented.



The Gathering Cloud

Between 1970 and 2000, cigarette consumption tripled in developing countries.3 Tobacco use is wide-
spread in Asia, Eastern Europe, and Latin America and is expanding in Africa, where tobacco con-
sumption has historically been low.* Tobacco use is increasing among the poor and women, who once
used tobacco in fewer numbers than men in most parts of the developing world.> Eighty-four percent
of the world’s smokers, more than nine hundred million people, now live in developing countries.®

Tobacco is perhaps the greatest health threat facing developing countries and the leading cause of
disease and premature death worldwide. Tobacco use and secondhand smoke are the only leading
risk factors common to all the major disease groups of the noncommunicable diseases: cancer, diabe-
tes, and cardiovascular and respiratory diseases.” Tobacco use increases the health risks at every stage
of life: pregnancy complications, congenital abnormalities, childhood illnesses, tuberculosis (TB) in-
fection, drug resistance, poor treatment outcomes, and increased mortality.8 According to the WHO,
tobacco use already kills more people globally than HIV/AIDS, malaria, and TB combined.® Unless
urgent action is taken, tobacco-related illnesses will kill more than eight million people annually by
2030 and one billion by the end of this century.!® More than 80 percent of those deaths will be in
low- and middle-income countries.!!

Expanded tobacco use in developing countries has dramatic economic consequences as well.
Tobacco-related illness is already the top health expense in many developing countries.!? Increased
and early onset of tobacco-related disease consumes scarce health-care resources and undermines the
capacity of developing-country health systems to respond to infectious diseases and other health
threats. Tobacco-related disease in the young and middle-aged consumes household budgets, robs
families of their primary wage earners, and hinders economic development. The World Economic
Forum’s 2009 global risk report ranked noncommunicable diseases, for which tobacco use is a lead-
ing risk factor, as a greater threat to global economic development than fiscal crises, natural disasters,

transnational crime and corruption, and infectious disease.!3

Platforms for Progress

Tobacco is among the most preventable threats to health in low- and middle-income countries.
Comprehensive tobacco control programs are cost-effective and evidence-based.!# Excise taxes, bans
on smoking in public settings, and marketing restrictions have halved adult smoking rates (from 42
percent to 19 percent) in the United States since 1965.1> Smoking rates have also declined dramati-
cally over the same time period in France, Germany, the United Kingdom, Japan, and most of Eu-
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rope.'® Based on these trends, a recent Citigroup investment report speculated that tobacco control
programs could succeed in eradicating smoking entirely from developed countries by 2050.17

Platforms for establishing and expanding effective tobacco control programs in developing coun-
tries already exist. The WHO Framework Convention on Tobacco Control provides a blueprint for
comprehensive tobacco control by prescribing specific domestic tobacco control strategies to reduce
the supply and demand for tobacco products. FCTC demand-reduction strategies include price and
tax measures as well as non-price measures such as smoke-free legislation; tobacco product advertis-
ing, packaging, and labeling regulation; and cessation support programs.!8 FCTC supply-reduction
strategies include controlling the illicit trade in tobacco products, sales to minors, and crop substitu-
tion.!? The FCTC is binding and one of the world’s most widely subscribed treaties, with 173 mem-
ber countries representing nearly 90 percent of the world’s population.20 WHO, with the support of
Bloomberg Philanthropies, has developed MPOWER, a package of evidence-based, actionable, and
measurable strategies to support FCTC implementation at the country level.2! The U.S. Centers for
Disease Control and Prevention (CDC), WHO, and Canadian Public Health Association (CPHA)
conduct the four surveys that make up the Global Tobacco Surveillance System (GTSS), which mon-
itors tobacco use and control policies in 167 WHO member states and other territories.

Tobacco Control in Low- and Middle-income Countries

Since the adoption of the FCTC and MPOWER, some low- and middle-income countries, particular-
ly in Latin America, have made significant progress in their tobacco control efforts. Twelve Latin
American countries plus Djibouti, Mauritius, Turkey, and Zambia have instituted comprehensive
smoke-free laws.22 Uruguay has instituted an advertising ban and mandated large, graphic warning
labels on all cigarette packs. Panama banned all tobacco advertising, promotion, and sponsorship,
and Madagascar and Jordan improved their restrictions in these areas.2? Low- and middle-income
countries such as Bhutan, Poland, South Africa, and Thailand have likewise implemented successful
tobacco control programs.?4 According to a 2011 WHO report, more than one billion additional
people have been covered by one or more MPOWER-prescribed policies since 2008.25

Despite these pockets of progress, tobacco control efforts in many developing countries remain
stalled. The tobacco control programs in most developing countries do not meet WHO standards
and are often ineffective. According to a 2011 WHO report on the global tobacco epidemic:

- 94 percent of low- and middle-income countries impose taxes at less than the WHO-
recommended 75 percent of retail cigarette price.

- 90 percent of low- and middle-income countries do not ban tobacco advertising, promotion, and
sponsorship.

— No low-income country and only 13 percent of middle-income countries have health warnings on
tobacco products that meet WHO-recommended criteria.
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— Only 11 percent of low- and middle-income countries have run antitobacco media that include all
the WHO-recommended elements.
- 85 percent of low- and middle-income countries do not mandate smoke-free public

environments.26

In many low- and middle-income countries, antitobacco laws are on the books but go unenforced.
Youth smoking laws are often circumvented.?” Smoke-free bans are routinely violated without con-
sequence.?® Youth continue to be exposed to advertising, even in countries that ostensibly ban adver-
tising.2? Tobacco excise tax evasion is widespread.3? Most countries in Southeast Asia require health
warnings on cigarette packs, but only four of these countries enforce them.3!

Lack of capacity and fierce industry opposition have slowed progress in many low- and middle-
income countries in implementing effective tobacco control programs. Some developing countries
lack the capacity and technical expertise to administer and collect tobacco excise taxes. Effective to-
bacco tax programs require a degree of coordination that can be difficult to achieve among the law
enforcement, finance, and health ministries of affected states. Most developing countries do not have
the regulatory acumen to oversee product labeling and the regulation of nicotine, tar content, and
tobacco additives, which are important components of limiting the public health impact of cigarettes.

Tobacco control in these countries is severely underfunded, particularly relative to other global
health programs. The health development assistance spent per death from HIV/AIDS ($782), malar-
ia ($1,189), and tuberculosis ($1,127) far exceeds the amount spent on tobacco-caused diseases
($35).32 Ninety-seven cents of every dollar devoted to tobacco control is spent in high-income coun-
tries.3? More than five billion people live in low- and middle-income countries that spend $30 million
per year combined on tobacco control.3# Per capita spending on tobacco control ranges from a tenth
of a cent per capita per year in low-income countries to half a cent per capita annually in middle-
income countries and roughly $1.80 per capita per year in high-income countries.3> More than three-
quarters of low- and middle-income countries devote fewer than five full-time staff to tobacco con-
trol.3¢ Enforcement of tobacco control laws and regulations is impossible without personnel and in-
vestment, particularly when the tobacco industry devotes substantial resources to circumventing to-
bacco control.

Tobacco industry investments and promotion in developing countries dwarf amounts spent on
tobacco control.3” With diminishing sales in high-income nations, multinational tobacco companies
have aggressively sought to expand markets for their products in low- and middle-income coun-
tries.38 The tobacco industry has fiercely opposed marketing and labeling regulations, even when
more modest than those currently imposed in high-income countries.39 Multinational tobacco com-
panies employ advertising tactics in lower-income countries—billboards, cartoon characters, and
music-event sponsorships—now prohibited in the most developed countries.#? Young women are
major targets of these campaigns. In the world’s poorest countries, where tobacco has not historically
been consumed, multinational cigarette companies use investments in local tobacco production and
corporate social responsibility programs to win support from politicians and future customers.*! In-
creasingly, multinational tobacco companies use dispute resolution under trade and investment
agreements to block labeling and advertising restrictions in developing countries.*?

Many low- and middle-income countries lack the necessary political will to implement and enforce
effective tobacco control programs in the face of this industry opposition. Middle- and low-income
governments respectively collect 1,339 and 4,304 times more in annual tobacco-tax revenues than



they spend each year on tobacco control.#3 China is a party to the FCTC, has trillions of dollars in
foreign reserves, and is home to three hundred million smokers, but only spent $31,000 on its tobac-
co control programs in 2005.#* Local tobacco producers may be fully or partly owned by the gov-
ernment.*> Governments fear that increased tobacco taxes will harm local economic interests and
incite political unrest among low-income smokers. Consumers and policymakers in many developing
countries are not fully aware of the health consequences of tobacco use.#6 Governments lack ac-
countability to their constituents for the consumption of a legal product for which the health conse-
quences are not apparent for years. Patient groups are nonexistent or a minor presence in most de-
veloping countries. Civil litigation, which helped improve tobacco control and education in the Unit-
ed States, is far less common and successful in developing countries.4”

The limited implementation of tobacco control in low- and middle-income countries can be partly
attributed to the design of the FCTC itself. The FCTC is among the most widely subscribed-to trea-
ties in the world, the first that the WHO developed and adopted pursuant to its treaty-making author-
ity, and an enormous achievement. The FCTC represents, however, a top-down approach to global
tobacco control. Member countries are required to implement specific domestic tobacco-control
strategies to reduce the supply and demand for tobacco products.#8 The FCTC does not contain spe-
cific standards for national tobacco control strategies.#® The FCTC is legally binding but essentially
unenforceable. Though the convention has been most successful in engaging national health minis-
tries, which often have limited political and budget authority in low- and middle-income countries,
there has been less success in engaging the finance, trade, customs, education, and law enforcement
ministries that must be mobilized and coordinated to achieve effective tobacco control at the country
level. In sum, the FCTC prioritizes tobacco control inputs—specific supply- and demand-reduction
measures and policies—over health outcomes; that is, reduced tobacco use.>0

Perhaps accordingly, most developed countries have adopted the FCTC-prescribed measures that
encounter the least industry resistance rather than the policies that have proven to be the most effec-
tive at cutting tobacco-use prevalence.>! Health warning labels on tobacco packaging and educational
campaigns, which are essential components of a comprehensive tobacco control program but are less
effective on their own, are the most widespread tobacco control measures in developing countries.52
Conversely, tobacco excise taxes are the single most effective tobacco control measure, particularly
in low- and middle-income countries, but they remain much lower in developing countries than in

high-income countries and than WHO-recommended levels (see Figure 1).53



Figure 1. Total Tax on Cigarettes
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Each 10 percent increase in the retail price of tobacco products in low- and middle-income coun-
tries reduces tobacco consumption by roughly 8 percent and tobacco-use prevalence by about 4 per-
cent.>* Tobacco taxes also generate scarce new revenues for developing-country governments, which
can be used for tobacco control and other important health and social programs. Yet tobacco-tax im-
plementation is particularly poor in some regions. Ninety-eight percent of African countries impose
tobacco excise taxes below the WHO-recommended 75 percent of price tax rate.>> No low- and mid-
dle-income countries in Asia or the Pacific region meet that tobacco tax threshold.>® Overall, the af-

fordability of tobacco products has increased over time in most lower- and middle-income countries.>”



A New Approach to Improving Tobacco Control in Developing

Countries

Tobacco control works. It is evidence-based, cost-effective, and succeeds in developed and develop-
ing countries alike. If implemented and enforced in more developing countries, tobacco control pro-
grams offer a sustainable way to save millions of lives. A 20 percent global decline in adult smoking
by 2020 would prevent one hundred million premature tobacco-related deaths.>8

Effective tobacco control requires sufficient political will for governments to overcome industry
opposition, competing health and development priorities, and resource scarcities. To help address
those challenges, the U.S. government, philanthropic foundations, and other donors can help establish
relatively low-cost incentives for an outcome-driven, bottom-up approach to FCTC implementation
in developing countries to complement the top-down, policy-prescriptive approach of the FCTC.

One such approach would be the COD Aid concept, developed by Nancy Birdsall and William
Savedoff at the Center for Global Development.>® The basic COD Aid concept is that a funder and
recipient enter into a contract in which the parties agree to a mutually desired outcome and fix a
payment for each unit of confirmed progress. The funder pays a fixed sum for incremental progress
on an outcome—in this case, some indicator of reduced tobacco-use prevalence—rather than spe-
cific policy inputs or outputs. The recipient is free to achieve the outcome according to its own capa-
bilities. An independent third party collects data and verifies progress on the outcome in order to en-
sure both the funder and recipient have confidence in the result. Once progress is verified, the funder
pays for the improved outcomes. The arrangement is transparent and public. The recipient is free to
spend the payment according to its own needs.%0

In the case of tobacco, several of the major elements required for COD Aid already exist. Most po-
tential funder and recipient governments have a shared goal to which they are willing to commit.
With 173 states party to the FCTC, most potential funder and recipient countries have signed the
FCTC and agreed to its goals for reducing tobacco use. The Global Tobacco Surveillance System
already collects data on tobacco-use prevalence in low- and middle-income countries. The GTSS sur-
veys are conducted and verified by entities—the WHO, the CDC, and the CPHA—that would likely
be third parties to any COD Aid contract. The Global Youth Tobacco Survey (GYTS) is a school-
based survey of thirteen-to-fifteen-year-olds and has been conducted in 154 mostly low- and middle-
income countries since 1998. Most countries have been surveyed two or three times during this peri-
od. The Global Adult Tobacco Survey (GATS) is a household survey of men and women over fifteen
years of age. Since 2007, the GATS has been conducted in fourteen countries—mostly large, emerg-
ing economies with high tobacco-use prevalence—and there are plans to expand GATS to another
fourteen countries in the next few years. If the outcome measure in a COD Aid contract for tobacco
control is already linked to an indicator in these global tobacco surveillance surveys, the additional
costs for the data collection and verification required for COD Aid for tobacco should be minimal.
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COD Aid is well suited to address many of the shortcomings that currently plague tobacco control
efforts in low- and middle-income countries. Depending on the amount of the reward and the target
country, COD Aid payments would help create the necessary political will for implementation and
enforcement of effective tobacco control programs. By rewarding outcomes rather than policy in-
puts, COD Aid encourages institution-building and local solutions to best achieve reductions in
tobacco-use prevalence. By providing unrestricted rewards, COD Aid aligns the incentives of local
leaders, not just health ministries, with tobacco control objectives.

In many low- and middle-income countries, governments may lack accountability to their constit-
uents for prevention and chronic care. Many high-income countries and global health donors like-
wise have paid relatively little attention to international tobacco control. COD Aid would introduce
accountability for recipient governments on tobacco consumption because the arrangement and its
objectives are public and transparent. Conversely, COD Aid tobacco funders would be more ac-
countable to their citizens and constituents by linking increased assistance to reduced tobacco con-
sumption rather than tobacco control policies.

Finally, COD Aid for tobacco would complement and not disrupt ongoing tobacco control pro-
grams, whether funded by local or external sources. By tying rewards to reduced tobacco-use preva-
lence, COD Aid would increase participating low- and middle-income countries’ demand for tech-
nical assistance on effective tobacco control strategies like MPOWER and improved tobacco-use
surveillance. Thus, a COD Aid program would facilitate more effective use of available resources on
tobacco control.

Designing a Pilot for COD Aid for Tobacco

One way forward would be to develop a COD Aid tobacco control pilot and test its feasibility and
desirability. The design of that pilot must identify the indicators for its success, the size of the award,
the target recipient countries, and the most likely donors.

THE RIGHT INDICATOR OF SUCCESS

The first step in applying the COD Aid concept to tobacco control is identifying the most appropriate
indicator of progress. A recent paper by William Savedoff and Katie Douglas-Martel sets forth criteria
of good indicators for COD Aid in health generally, which can be adapted to the tobacco context.5!

Policy based. The COD indicator must be a tobacco control outcome that is responsive to changes in
government tobacco control policy. In other words, the purpose of the COD Aid arrangement is to
incentivize the recipient government to take actions to achieve a desired outcome. If a recipient coun-
try can do nothing to achieve the agreed-upon outcome, the goal of COD Aid is frustrated.
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Clear and transparent. One of the primary benefits of the COD Aid idea is that it helps increase the
accountability of aid donors and recipients to their constituents. For this goal to be achieved, the re-
cipient government and funders should be able to understand both the tobacco control outcome that
they are trying to achieve when they sign a COD Aid agreement and the metric for assessing success
or failure. The indicator for tobacco use should be easily explainable and disseminated to the public.

Measurable. If the outcome cannot be measured accurately, reliably, and annually, the incentive to
achieve that outcome will become less meaningful to a potential recipient government. Linking the
COD Aid payments to existing data collected by the WHO and CDC in the well-regarded GTSS
surveys is a good way to proceed. The CDC, WHO, and Health Canada conduct GTSS surveys that
can be considered independent of recipient country politics and pressures. Using the existing GTSS
system will lower costs of collecting and verifying future data for COD Aid, as survey instruments
have already been tested and verified repeatedly around the world. Using the GTSS system will also
allow the use of historical GTSS data to calculate the progress of a recipient country against the pro-
jected increases in tobacco use so that a funder can reward tobacco-use prevention, such as averted

youth smoking, in addition to success in convincing tobacco users to quit.

Reduces the risks of unintended consequences. Financial incentives can be powerful and can distort to-
bacco control programs by overemphasizing the needs of a particular subpopulation or type of to-
bacco control intervention. A highly publicized COD Aid pilot might also encourage the industry to
file lawsuits to block effective tobacco reforms and try to thwart the success of the pilot.

For these reasons, a broad tobacco control outcome, such as reduced tobacco-use prevalence
among the adult population, may be best for a tobacco COD Aid pilot. Tobacco-use prevalence is
associated with important shared goals and is responsive to taxes, advertising bans, and other tobac-
co control interventions. In some countries, however, narrow indicators such as reduced youth smok-
ing rates or rates of quitting may be easier to measure with accuracy and sufficient frequency. For
example, the school-based tobacco-use surveys in a given country may be more reliable than a general
household survey, which would favor an emphasis on youth over adults. A third possibility worth
considering is using a basket of several narrow indicators that reflect the nature of the tobacco epi-
demic in a particular country. One basket of indicators that might demonstrate broad-based tobacco
control achievement would be to tie potential COD Aid payments to combined reductions in the
projected incidence of youth smoking, rates of quitting in the general population, and prevalence of
smoking among medical personnel.

THE RIGHT TARGET COUNTRY

Choosing which countries to target for a COD Aid pilot should be driven by the determination of
where a pilot is most likely to succeed, have the largest impact, and require the least amount of donor
funding. Given the practical limits in the funding that can be mobilized to support a COD Aid model,
there are two likely alternatives.

First, a COD Aid pilot for tobacco control could target a state or province of an emerging-
economy country where tobacco-use prevalence is now the greatest. Any vehicle for reducing the
staggering human and economic toll from tobacco use in these countries would be welcome. Howev-



10

er, tobacco control financial incentives are unlikely to be meaningful in these settings at the national
level. Rewards of unrestricted aid to cash-strapped local governments are likely to be more persua-
sive. The WHO and CDC have already conducted the GATS at the subnational level in Brazil, Egypt,
India, the Philippines, and Thailand and have data available for the provinces and regions in those
countries.

Second, a COD Aid pilot could target at-risk countries—in which tobacco-use prevalence is rela-
tively low, but is expected to increase in the near future. For example, many expect Africa to be the
next big potential market for the tobacco industry. Tobacco use is relatively low in most African
countries—less than 30 percent for men and much less for women—but the consequences of its in-
crease would be substantial. Many African governments lack the capacity to implement effective na-
tional tobacco control programs and the resources to cope with a pandemic of tobacco-related dis-
eases. Financial incentives for tobacco control may also be most effective in low-income countries
where the rewards provided would be compelling. The availability of GTSS data would be more lim-
ited, however, in Africa. The WHO and CDC have conducted the Global Youth Tobacco Survey in
eleven African countries, but they have not conducted adult tobacco surveys in the region.

THE RIGHT REWARD

COD Aid payments need not necessarily exceed the costs of improving tobacco control in a recipient
country, but must be sufficient to attract policymakers’ attention, which will likely depend on the po-
litical consequences of improving tobacco control in that country and the amount of aid already flow-
ing to policymakers in the health sector. Countries that have a substantial local tobacco industry may
require larger COD Aid rewards to alter the recipient’s decision processes. Likewise, a contract that
promises a few extra million dollars for reducing tobacco-use prevalence may not be compelling to
policymakers already receiving millions of dollars of aid from the Global Fund to Fight AIDS, Tuber-
culosis, and Malaria.

One way to establish the most appropriate reward amount for a COD Aid tobacco control pilot
would be for donors to establish country eligibility requirements and the health outcome sought for
the pilot and to invite eligible countries to bid on the reward required to participate in the COD Aid
contract. The lowest bid from an eligible country would win that country the right to participate.

Alternatively, donors could determine in advance what they would be willing to spend on achieving
the desired reduction in tobacco use in target countries, fix a reward, and publicize the COD Aid con-
tract as an open offer to eligible countries. In their book on COD Aid, for example, Birdsall and
Savedoff proposed paying $200 for each additional child who takes a competency test in the final year
of primary school. This would generate initial aid flows of $2 million per year, rising to $30 million per
year as progress accelerated, for a country with more than half a million children in each age cohort.

Finally, donors should structure a COD Aid reward payment to encourage countries to achieve
the targeted reduction in tobacco-use prevalence in a sustainable and effective manner. The reward
should incorporate both intermediate and final goals. Payment amounts could be scaled to encourage
threshold reductions in tobacco-use prevalence (higher at first and declining over time) or to reward
sustained reductions in tobacco-use prevalence (lower at first and increasing).
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THE RIGHT FUNDERS

COD Aid requires external funding. It is possible to link COD Aid for tobacco control to an innova-
tive financing mechanism such as a tobacco surtax in high-income countries. Otherwise, the funding
for a COD Aid pilot must come from bilateral donors, multilateral development banks, and philan-
thropic foundations. In the current environment of tightening global health budgets and scarce new
donor funding, this may be a challenge. Although a $500 million, multiyear commitment from the
Bloomberg Initiative and the Bill & Melinda Gates Foundation has injected sorely needed resources
into global tobacco control, donor support for international tobacco control is limited. The United
States, for example, dedicated less than $7 million of its $8.4 billion global health budget to interna-
tional tobacco control. It may also be difficult for some donors, particularly governments, to enter
into arrangements by which new or existing aid or loans are made contingent on the achievement of
an uncertain health outcome.

One possibility is that the COD Aid idea itself might help raise donor funds for international to-
bacco control. For example, the development of the Advance Market Commitment concept, an in-
novative financing mechanism, generated new funds from the Group of Eight (G8) member coun-
tries for expanding access to pneumococcal vaccines by providing a compelling and effective vehicle
for using those funds.®? Once established, COD Aid might likewise encourage low- and middle-
income countries to spend more on tobacco control themselves. Prize-seekers often spend more on

trying to obtain a prize than the prize itself is worth.

Case Study: Uttar Pradesh, India

To demonstrate how COD Aid might create incentives to scale up tobacco control in practice, below
is alook at how the approach could work in the state of Uttar Pradesh in India.

Tobacco use poses a significant health and economic threat in India. Tobacco use in India is wide-
spread among men, at 48 percent, and increasing in women.®3 India has the second-highest number
of tobacco users of any country worldwide—275 million.%* The majority of tobacco consumers in
India use indigenous products—most men smoke bidis, a local variety of cigarettes, and the majority
of women use smokeless tobacco.> Most Indians begin using tobacco products before the age of
eighteen.® India is the third-largest producer of tobacco products and the sixth-largest exporter.®’
According to surveillance reports from the CDC and WHO, nearly one million Indians die annually
from tobacco-related illness and more than two-thirds of those deaths are individuals under the age
of seventy.%8 India is experiencing the fastest increase in deaths attributable to tobacco of any country
worldwide, increasing from a projected 1 percent of all deaths to a projected 13 percent in 2020.5°
Tobacco-related illnesses represent a significant percentage of Indian health expenditures and deci-
mate household budgets, particularly among the poor.”°

India, like many low- and middle-income countries, has tobacco control laws on the books, but
they suffer from inconsistent application and enforcement challenges. Bidis are taxed at significantly
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lower rates (8 percent on average) than filtered cigarettes (between 34 and 59 percent, depending on
the type of cigarette).”! These differential tax rates drive smokers to keep using low-cost bidis. Tax
evasion is also reportedly rampant in India.”? Finally, tobacco products in India have become more
affordable in recent years.”3

A similar story exists with regard to tobacco control measures other than tax. India instituted regu-
lation on tobacco advertising in 1975, banned youth smoking in 1997, and required smoke-free pub-
lic places in 2003, but these measures depend on state implementation and local enforcement, which
have often been lacking.”* Despite the formal embrace of policies to restrict smoking in public set-
tings in India, there is little evidence of their impact.”> A recent report assessed tobacco control pro-
grams in twelve countries with different levels of economic development and found that only India
was not in compliance with its own laws on warning labels on tobacco packages.”® The penalties for
selling tobacco to youth are low—100 rupees, or $2.40—and an ineffective deterrent to such sales.””
In 2008, the Indian health minister reported that his ministry had no legal power to punish any state
that refused to implement the smoke-free public places law.”8

The greatest hope for progress on tobacco control in India resides at the state and local levels. Sev-
eral WHO initiatives have reported progress working with civil society and local governments on
implementation and enforcement of smoke-free laws.”” A COD Aid approach should target such
settings as well.

Uttar Pradesh is India’s most populous state with 125 million people.8” In terms of tobacco
use, however, Uttar Pradesh is a typical Indian state. Thirty-five percent of all Indians use tobacco; 34
percent of those in Uttar Pradesh do. The majority of Indians in Uttar Pradesh that consume tobacco
use bidis, as do most Indians. The gender split and age at which Indians begin using tobacco are like-
wise close to the national average.8! As in the rest of India, few individuals who begin using tobacco
in Uttar Pradesh are able to quit.3?

Here is a hypothetical COD Aid agreement for tobacco control in Uttar Pradesh. The proposed
outcome—reduced adult tobacco-use prevalence—meets all four of the criteria outlined above. First,
it is policy based in that it is an objective that India has already endorsed by joining the FCTC, and it is
achievable by the provincial government of Uttar Pradesh through policy measures. A recent study in
India, for example, demonstrated that a 10 percent increase in the price of bidi, cigarettes, and chew-
able tobacco through increased tobacco excise taxes reduces use prevalence of the products by 9 per-
cent, 3.5 percent, and 8.8 percent, respectively.®3 Second, reduced adult tobacco-use prevalence is a
measurable outcome monitored by the CDC and its partners at the provincial level in India as part of
the GATS that they conduct. Third, success on this outcome would be clear and transparent; pro-
gress would be defined as a percentage point of reduction in adult tobacco-use prevalence and easily
measurable at the population level through GTSS surveys. In this case, Uttar Pradesh would allow
the CDC and its partners to conduct their standard, independent GTSS survey every eighteen
months and publish the results of that survey, as they do now. Fourth, reduced adult tobacco-use
prevalence is a broad goal that avoids creating unintended consequences. The state government can
achieve progress on tobacco control through a variety of measures, including higher excise taxes, bet-
ter enforcement of existing taxes, advertising bans, smoke-free legislation, and other measures within
the authority of the local government. Accordingly, the COD Aid pilot creates incentives for the gov-
ernment to adopt and enforce any mix of tobacco control policies so long as the measures are effective.

In this proposal, the funder would agree to pay $1.5 million for every percentage point decline in
adult tobacco-use prevalence up to a maximum budget of $31.5 million over five years.
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As discussed earlier, there are many possible ways to calculate the possible COD Aid payment.
The proposed method would be to fix an amount that tobacco control donors would be willing to pay
for a high-profile demonstration project in a populous province in a country with high tobacco-use
prevalence. The objective of the COD payment is to pick the minimum amount necessary to inspire
the recipient, in this case the Uttar Pradesh state government, to make progress toward an already
agreed-upon priority. The reward need not reflect the costs of a tobacco control program since they
can be minimal, especially if tobacco taxation is increased.

Thirty million dollars is a reasonable amount for donors to spend, relative to their current funding
for international tobacco control, on demonstrable progress in a populous state with persistently
high tobacco-use prevalence. Conversely, a $1.5 million payment for every percentage point decline
in tobacco use can represent a sufficient financial incentive in Uttar Pradesh, if the state matches the
progress demonstrated in other emerging-country settings. Better performing developing countries
have been able to achieve average declines in tobacco-use prevalence between 1.9 and 4.2 percent
annually (see Appendix table). If Uttar Pradesh replicated a well-performing country such as Brazil,
where tobacco-use prevalence has declined 4.2 percent on average each year since 2000, the total
COD budget would come to approximately $6.3 million annually (4.2 x $1.5 million/year) for five
years. Again, recent studies have demonstrated that such declines are achievable in Uttar Pradesh
through increased and better-enforced taxes on bidis, cigarettes, and leaf tobacco.84

Though $6.3 million annually is a small amount of money in the context of Uttar Pradesh’s overall
annual budget, the public budget of states in India are highly earmarked to salaries and benefits.8
Therefore, even this small amount of COD Aid reward may provide sufficient incentive to improve
performance, because the resources can be used flexibly. In addition, in a context where spending on
health amounts to only six dollars per person, the resources represent a highly visible incentive in the
health sector.8¢

Conclusion

Tobacco use is on the rise in developing countries, driven by an industry looking to compensate for
declining developed-country revenues and to exploit countries with still-nascent tax and regulatory
systems. Tobacco control measures are well known and prescribed in the FCTC, but developing-
country governments lack the incentives to implement and enforce the most effective measures in the
face of fierce industry opposition and in the absence of local patient and media pressure. A COD Aid
approach can help by providing monetary incentives for good tobacco control outcomes and increas-
ing public accountability for their implementation via a well-publicized COD Aid contract. One way
forward would be to develop a COD Aid tobacco control pilot and test its feasibility and desirability.
Using the case model of Uttar Pradesh in India, a pilot should be conducted at the subnational level,
where the modest and unrestricted COD Aid rewards would be most compelling, and in settings
with high tobacco-use prevalence, where such incentives could make the greatest difference. It is a
relatively low-cost initiative worth undertaking. Governments in developed countries have shown
great courage and leadership in protecting their own citizens from the perils of tobacco. It is past time
they support the world’s poorest countries in their efforts to do the same.
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