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Abstract

Introduction:  About 28.6% of Indian adults use tobacco. This study estimates the economic burden 
of deaths and diseases attributable to smoking and smokeless tobacco (SLT) use for persons aged 
≥35 years.
Methods:  The National Sample Survey data on healthcare expenditures, the Global Adult Tobacco 
Survey data on tobacco use prevalence, and relative risks of all-cause mortality from tobacco use 
were used to estimate the economic burden of diseases and deaths attributable to tobacco use 
in India, using a prevalence-based attributable-risk approach. Costs are estimated under the fol-
lowing heads: (1) direct medical and nonmedical expenditures; (2) indirect morbidity costs; and (3) 
indirect mortality costs of premature deaths.
Results:  Total economic costs attributable to tobacco use from all diseases and deaths in India in 
the year 2017–2018 for persons 35 years or older amount to INR 1773.4 billion (US $27.5 billion), of 
which 22% is direct and 78% is indirect cost. Men bear 91% of the total costs. Smoking contributed 
74% and SLT use contributed 26% of the costs.
Conclusions:  The economic costs of tobacco use amount to approximately 1.04% of India’s gross 
domestic product (GDP), while the excise tax revenue from tobacco in the previous year was only 
12.2% of its economic costs. The direct medical costs alone amount to 5.3% of total health expend-
iture. The enormous costs imposed on the nation’s health care system due to tobacco use could 
potentially stress the public health care system and strain the economy and it warrants massive 
scaling up of tobacco control efforts in India.
Implications:  The study finds that the economic burden from tobacco constitutes more than 1% of 
India’s GDP, and the direct health expenditures on treating tobacco-related diseases alone accounts 
for 5.3% of the total private and public health expenditures in India in a year. It shows that, for 
every INR 100 that is received as excise taxes from tobacco products, INR 816 of costs is imposed 
on society through its consumption. It establishes that tobacco consumption is a major resource 
drain on the national exchequer, and its effective regulation through comprehensive fiscal and 
non-fiscal policies is highly warranted.

Introduction

It has been well established that tobacco, in all forms, has a causal role 
in various noncommunicable diseases and that the overall mortality 

rate for smokers is 60% to 80% higher than that for nonsmokers.1,2 

According to the World Health Organization (WHO),3 worldwide, 

12% of all adult deaths (>30 years of age and older) are attributed 
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to tobacco (16% among men, 7% among women). The number of 
deaths attributed to smokeless tobacco (SLT) use globally due to all 
causes was estimated to be more than 650 000 among adults consti-
tuting about 10% of all deaths that could be attributed to all forms of 
tobacco use.4 The total economic costs of smoking-attributable dis-
eases and deaths in 152 countries, representing 97% of the world’s 
smokers was estimated to be US $1436 billion in 2012, accounting 
for 1.8% of the world’s annual gross domestic product (GDP) ac-
cording to a study by WHO.5 Nearly 40% of these costs occurred in 
developing countries. Several studies from individual countries have 
also estimated that the economic cost of smoking expressed as a per-
centage of GDP ranged from 0.1% to 7.2%.6

In India, the second-largest producer of tobacco in the world,7 
tobacco use takes a variety of forms such as smoking and chewing. 
According to the second round of the Global Adult Tobacco Survey 
in 2016–2017 (GATS 2),8 about 28.6% of adults (267 million) aged 
15 or above used tobacco in some form in India in 2017. Out of 
this, about 100 million smoked, 199 million used SLT, and 32 mil-
lion used both. In addition, about 38.7% and 30.2% of adults were 
exposed to secondhand smoke (SHS) at home and work places, re-
spectively.8 Noncommunicable diseases accounted for 63% of all 
deaths in India in the year 2018, up from only 37.9% in the year 
1990.9 Available estimates in India show that smoking-attributable 
annual deaths10 were about 930 000, while the SLT attributable an-
nual deaths11 were about 350 000, together accounting for about 
1 280 000 deaths per year or approximately 3500 deaths every day. 
The potential economic cost resulting from premature deaths and 
productivity loss can be gigantic.

Although there have been some studies12–14 on economic cost of 
tobacco use in India, these studies were either not fully represen-
tative of the country or did not consider different types of costs. 
A comprehensive study of economic costs from all tobacco-related 
diseases combined, as well as for four major diseases separately, was 
undertaken for the year 2011 by the Ministry of Health and Family 
Welfare, Government of India, in collaboration with the WHO.15 It 
estimated the total economic costs attributable to tobacco use from 
all diseases and deaths in the year 2011 for persons aged 35–69 to be 
INR 1044.8 billion (US $16.18 billion, using 2017–2018 exchange 
rate of 1 US $ = 64.56 INR), of which 16% was direct cost and 84% 
was indirect cost. The study found that economic cost was 1.16% of 
the GDP and 12% more than the combined state and central govern-
ment expenditures on health in 2011–2012. A more recent study16 
estimated the economic costs of bidi (hand-rolled tobacco) smoking 
in India and found that the total economic costs of diseases and 
deaths attributable to bidi smoking among persons 30–69 were INR 
805.5 billion or 0.5% of India’s GDP in 2017.

Given the enormous public policy implications of economic 
burden estimates of tobacco use in the past, it is imperative to pro-
vide more up-to-date estimates as and when possible. With the 
release of new GATS data in 2018 by the Ministry of Health and 
Family Welfare as well as the new nationally representative health 
expenditure data and periodic labor force surveys in 2019, by the 
National Statistical Office, this paper updates the economic cost es-
timates of tobacco use for the year 2017–2018.

Methods

This study used a number of different data sources. The 75th round of 
the National Sample Survey during 2017–2018—social consumption 
in India: (Health)17—was used to estimate healthcare expenditures. 

This survey collected data from a representative sample of 64 552 
rural and 49 271 urban households consisting of 555 115 persons on 
utilization and expenditures with respect to private and public health 
care services. It included data on inpatient hospitalization during the 
365 days and outpatient visits during the 15 days prior to the date 
of interview. Different items of expenditures incurred during every 
spell of ailments were recorded, as explained below. Smoking and 
SLT use prevalence were estimated using GATS 2,8 which is a na-
tionally representative household survey of persons 15 years of age 
or older across 30 states of India and two Union Territories during 
2016–2017. The periodic labor force survey18 during 2017–2018, 
on employment and unemployment was used to estimate the labor 
force participation rate and average wages. Besides these, other data 
from Sample Registration System,19 Census of India,20 Reserve Bank 
of India,21 WHO life tables for India,22 and published literature on 
relative risks of mortality (RR) for smoking and SLT by gender and 
age group23 were also used for estimating different cost components.

Three major types of costs were considered: (1) direct costs which 
included direct medical expenditure of treating diseases, including 
the cost of medicine, surgeon fees, bed charges and costs of diagnostic 
tests and patient transportation and direct nonmedical expenditures 
which included transportation and lodging charges for caregivers; 
(2) indirect morbidity costs which included loss of household income 
during hospitalization or outpatient visits; and (3) indirect mortality 
costs of premature deaths attributable to tobacco use.

A prevalence-based attributable-risk approach was used for 
estimating the direct medical and nonmedical costs24,25 while the 
human capital approach26,27 was used to estimate the costs of mor-
bidity and premature mortality. Costs were estimated separately for 
smoking and SLT use and for males and females ages 35–69 and 
≥70, because the RR for smoking and SLT was available for this age 
group only. The detailed methodology is described below.

Estimation of Tobacco Use-Attributable Fraction
The tobacco use-attributable fraction (SAF) is the proportion of ex-
penditure on health care, morbidity and mortality attributable to 
tobacco use, estimated using an epidemiological formula25:

SAFtga =
PEtga

(
RRtga − 1

)

PNtga +
∑

t PEtga
(
RRtga

)� (1)

Subscripts t, g, and a indicate type of tobacco use (smoking and 
SLT), gender and age group (35–69 and 70 or above). PE and PN 
denote the prevalence of ever and never smoking/SLT use, respect-
ively and RR denotes the RR of all-cause mortality for smoking/
SLT compared to never users. It is to be noted that the cost esti-
mates are for all diseases combined, using the RRs of all-cause 
mortality from tobacco use and not separately for individual dis-
eases. The all-cause RR used in this study captured the RR of 
dying from any disease for those who ever used tobacco com-
pared to those who never used. Accordingly, costs were estimated 
for all diseases combined, multiplying the average costs with the 
respective SAF for each expenditure components and categories. 
The RR for mortality here is used as a proxy for the RR of mor-
bidity due to the absence of data on RR of morbidity. The es-
timated SAF is applied to all cost components, including direct 
expenditures, indirect morbidity, and indirect mortality costs. 
Ever use prevalence is defined as current use prevalence + former 
use prevalence. The ever use prevalence of both smoking and 
SLT are defined to be mutually exclusive with dual use added to 
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smoking. The prevalence was defined as such to be consistent with 
the way the RRs used here are estimated. For estimating indirect 
mortality costs, the SAFs were estimated only by tobacco use type, 
gender, and 5-year age groupings using an all-cause mortality risk. 
Whereas, to estimate the direct medical and nonmedical expend-
itures and indirect morbidity costs, SAFs were estimated by to-
bacco use type, gender, and age groups (35–69 and 70 or more). 
The RRs of all-cause mortality, the tobacco use prevalence, and 
the estimated attributable fractions using these as in equation 1 
are given in Table 1.

Direct Costs
Approximately 45.7% and 35.3% of inpatient hospitalization and 
32.5% and 26.2% of outpatient visits in rural and urban areas, re-
spectively, were serviced by public sector providers according to the 
National Sample Survey data. The ailment-specific average expend-
iture for each of the ailments from private providers was computed 
and imputed to those receiving treatment from public providers. 
This is because the public health care services are subsidized by the 
state and, as result, several expenses are not adequately reflected in 
expenditures incurred by patients seeking treatment from public ser-
vice providers. Before such imputation was made, however, the pri-
vate expenditure data itself was adjusted using the expenditures of 
only private health care seekers who made payments fully out of 
pocket. Sampling weights were used while estimating average ex-
penditures. Pregnancy-related expenditures incurred, if any, were not 
counted while estimating the average healthcare expenditures.

Direct Medical Costs
Direct medical expenditures from inpatient hospitalization and out-
patient visits include expenditures on medicine, doctor’s fees, bed 
charges, attendant charges, medical appliances, diagnostic tests, 
and patient transportation, which includes only the cost of ambu-
lance for transporting patients. Any other costs of transportation 
are included under direct nonmedical expenditures. Tobacco use-
attributable direct medical expenditures (TDME) for each subgroup 
stratified by state and gender for the age groups 35–69 and ≥70 were 
estimated by multiplying the SAF with the corresponding direct med-
ical expenditures (DME):

TDMEtga = DMEga × SAFtga =

ñ
EIPga ×NIPga+(
EOPga ×NOPga × 24.33

)
ô
×Nga × SAFtga

� (2)

where subscripts t, g, and a indicate type of tobacco used (smoked 
or smokeless), gender, and age group, respectively. EIP is the average 
expenditure per inpatient hospitalization, NIP is the average number 
of inpatient hospitalizations per person (averaged over the full sub-
group) in 365 days, EOP is the average expenditure per outpatient 
visit, and NOP is the average number of outpatient visits per persons 
for 15 days prior to the date of interview. The 15 days average values 
for outpatient expenditures were multiplied with 24.33 to convert 
them to 1-year values. N is the estimated population in 2017–2018 
for the respective subgroups.

Direct Nonmedical Costs
Direct nonmedical expenditures include (1) expenditures incurred 
for transportation other than ambulance and (2) lodging charges 
of caregivers during inpatient hospitalization and outpatient visits. 
Tobacco use-attributable direct nonmedical expenditure for each 
subgroup stratified by gender for the age groups 35–69 and ≥70 
were estimated by multiplying the SAF with the corresponding in-
direct morbidity costs using a similar formula as in equation 2.

Indirect Morbidity Costs
Tobacco use-attributable indirect morbidity costs consist of the loss 
of household income from work due to inpatient hospitalization or 
outpatient visits. Tobacco use-attributable indirect morbidity costs 
(TIM) for each subgroup stratified by state and gender for the age 
groups 35–69 and ≥70 were estimated by multiplying the SAF with 
the corresponding indirect morbidity costs (IM):

TIMtga = IMga × SAFtga =

ñ
YIPga ×NIPga+
YOPga ×NOPga × 24.33

ô
×Nga × SAFtga

� (3)

YIP and YOP are the income loss from work due to inpatient hospi-
talization and outpatient visits, respectively.

Indirect Mortality Costs
A third and important component of the economic cost of tobacco 
is the cost of premature deaths from tobacco use. Tobacco use-
attributable costs of premature mortality were estimated using the 
human capital approach, as the present expected value of lost future 
productivity caused by tobacco use-attributable premature deaths for 
the year 2017. It involved two steps: (1) Estimating the total number 
of premature deaths attributable to smoking and SLT use: number 
of deaths in each age group by gender obtained from the Sample 
Registration System19 was multiplied with the corresponding SAF for 
this purpose; and (2) Estimating the expected present value of future 
productivity lost for each of those deaths: for this, the present value 
of foregone lifetime earnings for each person at the age of death 
was estimated. Estimation of present value of foregone lifetime earn-
ings used an approach,27 which took into account life expectancy by 
gender and 5-year age groupings, labor force participation rate, cur-
rent pattern of earnings at successive ages by gender, and a discount 
rate to convert a stream of future earnings into its present value. An 
empirically estimated social discount rate of 3%, as recommended in 
the reference manual for the Health Technology Assessment (HTA) 
in India,28 was used to convert the stream of future earnings into 
its present value. In order to account for potential growth in future 
earnings, an annual average productivity growth rate of 7.3% was 

Table 1.  All-Cause Relative Risks, Prevalence, and Attributable 
Fraction Used for Cost Estimates

35–69 age group ≥70 age group

 Male Female Male Female

Relative risks
  Smoked tobacco 1.67 1.53 1.30 1.75
  Smokeless tobacco 1.16 1.30 1.23 1.28
Attributable fraction (%)
  Smoked tobacco 18.15 1.95 10.78 5.37
  Smokeless tobacco 3.71 5.30 5.61 7.19
Ever use prevalence (%)
  Smoked tobacco 34.73 3.96 42.63 8.16
  Smokeless tobacco 29.71 19.05 29.44 29.78

SLT = smokeless tobacco. Tobacco use-attributable fraction (SAF) calculated 
based on the formula in equation 1. Ever use prevalence for smoking = preva-
lence of current smoking + former smoking + dual use of smoking and 
smokeless; ever use prevalence for smokeless = prevalence of current SLT use 
– current dual use + former SLT use – former dual use.
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assumed, which is the geometric mean of the 10 years of annual GDP 
growth rates from 2007 to 2008 to 2016–2017 in India.29 Tobacco 
use-attributable costs of premature deaths were estimated separately 
for smoking and SLT use by multiplying the corresponding attrib-
utable deaths by the present value of foregone lifetime earnings for 
each subgroup stratified by 5-year age group and gender. These were 
estimated by 5-year age group and gender using all-cause mortality. 
The unit costs for all the cost components, as well as the number of 
hospitalization and visits along with the 95% confidence interval are 
available in Table 2.

Results

As shown in Table 3, the total economic costs attributable to tobacco 
use from all diseases in India in the year 2017–2018 for persons 
aged ≥35 years amounted to INR 1773.4 billion (US $27.5 billion) 
or INR 3, 772.5 per adult per year. Out of this, INR 387.1 billion 
(22%) was direct costs and INR 1386.3 billion (78%) was indirect 
costs. The costs of premature mortality alone were 75% of the total 
economic costs.

The analysis by tobacco use type reveals that the smoking-
attributable costs were much higher than SLT attributable costs, as 
shown in Table 4. While the smoking-attributable costs amounted 
to INR 1309.2 billion (74%) the SLT attributable costs amounted 
to INR 464.2 billion (26%). Similarly, the share of males in the total 
tobacco attributable costs is substantially higher (91%) compared 
to females (9%). However, the relative share of females in the total 
attributable burden is much larger in case of SLT (23%) than in case 
of smoking (4%). Further, female’s relative contribution was much 
larger (56%) towards direct medical costs attributable to SLT than 

smoking (13%). Only 3% of the cost of premature mortality, how-
ever, is borne by females. This could be on account of lower annual 
average earnings and the lower present value of lifetime earnings for 
females in India compared to their male counterparts.

Out of the total economic burden attributable to tobacco-related 
diseases, 93.3% of the costs were borne by those in the age group 
35–69, while those 70 and above shared the remaining 6.7%. 
However, if we examine these shares by tobacco use type, we can see 
that the relative share of ≥70 age group is higher (10.6%) for SLT 
compared to smoked tobacco, where the contribution by the ≥70 is 
limited to only about 5.3%.

Tobacco use-attributable premature mortality cost estimates the 
present expected value of lost future productivity due to premature 
death. The total cost of premature mortality due to tobacco use 
across all age groups was INR 1324.5 billion, as shown in Table 5. 
Costs from smoking accounted for 76% (INR 1006.6 billion) of the 
cost of premature mortality attributed to tobacco use, while SLT 
accounted for the rest (INR 317.9 billion). Men in the age group 
35–39 shared the highest (29.2%) burden from premature mortality, 
while women from 40 to 44 age group shared the maximum burden 
of 34.9% of the respective cost of premature mortality attributable 
to tobacco use.

Table 6 compares the estimated economic costs with certain out-
come indicators. The estimated total economic costs attributable to 
tobacco use is about 1.04% of the GDP in the year 2017–2018, 
while the total excise tax collected on tobacco products in the pre-
vious year amounted to only about 12.2% of this cost. In other 
words, for every INR 100 that is received as excise taxes from to-
bacco products, INR 816 of costs is imposed on society through 
the consumption of tobacco. The tobacco attributable direct medical 

Table 2.  Average Costs (INR) per Inpatient Hospitalization and Outpatient Visits and Average Number of Visits 

In patient hospitalization Out patient visits

Mean SE 95% CI Mean SE 95% CI

Direct medical expenditures
  Male 44 006.5 1016.4 (42 014.1, 45 998.8) 1189.0 50.5 (1090.0, 1288.0)
  Female 32 096.4 614.1 (30 892.7, 33 300.1) 956.4 29.1 (899.4, 1013.4)
Direct nonmedical expenditures
  Male 1940.8 136.0 (1674.3, 2207.3) 36.3 2.2 (32.1, 40.5)
  Female 1422.8 48.1 (1328.6, 1517.1) 37.6 2.6 (32.4, 42.7)
Morbidity costs (lost household income)
  Male 2759.1 190.4 (2386.0, 3132.3) 313.6 19.2 (276.0, 351.2)
  Female 1478.3 49.5 (1381.4, 1575.3) 129.9 9.3 (111.7, 148.1)
Average number of visitsa

  Male 0.042 0.001 (0.040, 0.044) 0.118 0.003 (0.113, 0.123)
  Female 0.047 0.001 (0.045, 0.049) 0.155 0.003 (0.149, 0.162)

CI = confidence interval; SE = standard error. Costs and visits for inpatient are for 1 year whereas the same for outpatient are for the past 15 days. Both outpatient 
expenses and visits were multiplied with 24.33 to convert them to 1-year values.
aAverage number of visits are computed using the total sample population as denominator.

Table 3.  Annual Economic Burden of All Diseases Attributable to Tobacco Use, 2017–2018

Cost (INR million) % Distribution Cost per capita (INR) Costs (US $ million)

1) Direct costs 387 084.5 21.8% 823.4 5995.7
  A. Medical expenditures 373 440.8 21.1% 794.4 5784.4
  B. Nonmedical expenditures 13 643.6 0.8% 29.0 211.3
2) Indirect costs 1 386 329.8 78.2% 2949.0 21 473.5
  A. Indirect morbidity costs 61 812.7 3.5% 131.4 957.4
  B. Indirect Mortality costs 1 324 517.1 74.7% 2817.5 20 516.0
Grant total (1 + 2) 1 773 414.3 100.0% 3772.5 27 469.2

The calculated costs are for all diseases together using all-cause mortality and tobacco use-attributable fraction (SAF). 1 US $ = INR 64.56 (average reference rate 
for 2017–2018 as per the Reserve Bank of India).
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expenditure alone amounts to about 5.3% of the total private and 
public expenditures on health in the same year.

Discussion

This study estimates the total economic costs attributable to tobacco 
use from all diseases and deaths in India in the year 2017–2018 for 
persons aged ≥35 years to be INR 1773.4 billion (US $27.5 billion) 
or INR 3773 per adult. The costs in 2011 according to a previous 
study by the Ministry of Health and Family Welfare15 was only INR 
1044.8 billion in comparison. If we were to inflation adjust the 2011 
costs for 2017–2018 with consumer price index to make the esti-
mates comparable, we see that the 2011 total cost amounts to INR 
1459.2 billion (US $22.6 billion). Hence, the estimated economic 
costs for the year 2017–2018 is 21.5% higher, in real terms, com-
pared to 2011 despite a fall in relative prevalence of tobacco use in 
India during the same period. Unlike the previous study, the present 
study included population above 70 years whose contribution in the 
total economic costs was about 6.7%. Even after excluding this age 
group, the increase in estimated costs is still about 13.4% higher in 
real terms. Increased average costs of treatment, increased average 
wages, and a lower discount rate used in the present study are pos-
sible factors that led to a relatively higher economic cost estimate.

The huge healthcare burden attributable to tobacco use in India 
has several implications. More than 63 million people are pushed 
into poverty every year in India due to healthcare costs.30 It is also 
known that tobacco spending crowds out expenditure on food and 
education in India, especially among the poor.31 Direct spending on 
tobacco and tobacco attributable health care spending together im-
poverish about 15 million people in India annually.32 Given that out-
of-pocket payments constitute nearly 70% of the total health care 
expenditures33 in India, increased economic cost due to tobacco use 
can aggravate poverty and economic hardships. As tobacco use in 
India is more prevalent among lower socioeconomic status groups, it Ta

b
le

 5
. 

A
n

n
u

al
 To

b
ac

co
 A

tt
ri

b
u

ta
b

le
 C

o
st

 o
f 

Pr
em

at
u

re
 M

o
rt

al
it

y 
(I

N
R

 M
ill

io
n

)

Sm
ok

ed
 t

ob
ac

co
Sm

ok
el

es
s 

to
ba

cc
o

A
ll 

to
ba

cc
o

A
ge

 g
ro

up
M

al
e

Fe
m

al
e

Su
bt

ot
al

M
al

e
Fe

m
al

e
Su

bt
ot

al
M

al
e

Fe
m

al
e

To
ta

l

35
–3

9
26

0 
21

1
0

26
0 

21
1

11
4 

01
2

35
30

11
7 

54
2

37
4 

22
3

35
30

37
7 

75
3

40
–4

4
24

5 
23

3
78

81
25

3 
11

4
52

 6
33

67
42

59
 3

75
29

7 
86

6
14

 6
23

31
2 

48
9

45
–4

9
18

3 
92

4
0

18
3 

92
4

44
 3

43
43

28
48

 6
71

22
8 

26
7

43
28

23
2 

59
5

50
–5

4
12

3 
89

2
59

82
12

9 
87

4
44

 8
45

28
19

47
 6

64
16

8 
73

7
88

00
17

7 
53

8
55

–5
9

75
 1

07
86

3
75

 9
70

32
50

40
90

73
40

78
 3

57
49

53
83

 3
10

60
–6

4
55

 2
34

12
1

55
 3

55
15

 2
35

26
10

17
 8

44
70

 4
69

27
31

73
 2

00
65

–6
9

30
 8

72
85

1
31

 7
23

97
46

12
63

11
 0

09
40

 6
18

21
14

42
 7

32
Su

bt
ot

al
97

4 
47

3
15

 6
98

99
0 

17
1

28
4 

06
4

25
 3

80
30

9 
44

5
1 

25
8 

53
7

41
 0

78
1 

29
9 

61
5

70
–7

4
94

61
18

6
96

46
49

59
24

9
52

08
14

 4
20

43
5

14
 8

55
75

–7
9

42
01

87
42

88
19

34
11

9
20

53
61

35
20

5
63

41
80

–8
4

17
21

48
17

69
79

2
66

85
8

25
14

11
4

26
28

≥8
5

70
7

20
72

7
32

5
27

35
2

10
32

47
10

79
Su

bt
ot

al
16

 0
90

34
0

16
 4

30
80

11
46

0
84

71
24

 1
01

80
1

24
 9

02
To

ta
l

99
0 

56
3

16
 0

38
1 

00
6 

60
1

29
2 

07
5

25
 8

41
31

7 
91

6
1 

28
2 

63
8

41
 8

79
1 

32
4 

51
7 Table 6.  Comparison of Tobacco Attributable Economic Costs With 

Select Outcome Indicators

Outcome indicators Unit Value

Economic costs attributable to 
tobacco use (2017–2018)

INR billion 1773.4

Direct medical costs attributable to 
tobacco (2017–2018)

INR billion 373.4

Excise tax from tobacco 
(2016–2017)a

INR billion 217.2

Total private and public expenditure 
on healthb

INR billion 6984.3

GDP at current Prices (2017–2018)c INR billion 17 095 005
Costs of tobacco as percentage of 

GDP
% 1.04%

Tobacco excise revenue as % of 
tobacco attributable costs

% 12.20%

Tobacco attributable direct medical 
costs as % of total health care 
expenditures

% 5.3%

GDP = gross domestic product.
Data sources: aMinistry of Finance, Government of India; bNational Health 
Accounts, Government of India; cFirst Revised estimates of GDP for 2017–
2018 from National Statistical Office.
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is likely that much of the related illness and associated economic cost 
would also be higher among the poor, exacerbating their poverty. The 
economic cost of tobacco also reflects an important gender dimen-
sion, with 91% costs accounted for by males. Yet, the consequent toll 
on household income is shared by all the household members.

Despite the huge economic cost of tobacco use, however, the total 
tax burden—tax as percentage of retail price—on tobacco products 
was approximately 53%, 22%, and 60% for cigarettes, bidis, and SLT, 
respectively, after the introduction of the Goods and Services Tax (GST) 
in 2017,34 far below the levels recommended by the WHO.35 Moreover, 
there have been no revisions on tobacco taxes under the GST for more 
than 2 years, which has made tobacco products even more affordable, 
as shown by a recent study.36 There has been a small increase in the 
National Calamity Contingent Duty on tobacco products in the cen-
tral government budget for FY 2020–2021; however, this alone may 
not help reduce the affordability. Also, this was not applied on bidis 
despite it being one of the most heavily used tobacco product in India 
and causing severe economic burden in the country.16 It is important for 
the GST council to take heed of this and find ways to regularly increase 
taxes on tobacco products.

Although the study uses updated nationally representative data 
and robust methods to arrive at the results, it still suffers from few 
limitations. First, it used RR of mortality to estimate all attributable 
costs. To the extent, the RR of mortality differs from the RR of mor-
bidity the estimates may be biased. Second, this study used RR from a 
Mumbai cohort study, which was based on the population of Mumbai 
and hence it may not be representative. However, in the absence of 
RRs information representative of all of India for the different sub-
groups used in the study, the Mumbai cohort results had to be relied 
upon. Moreover, the RRs of tobacco use are not likely to be very dif-
ferent from the rest of the country. Third, there may be underestima-
tion of indirect morbidity cost due to underreporting of income lost 
by the households for the unemployed and casual laborers. Fourth, the 
study does not estimate the costs attributable to secondhand smoking, 
which is known to cause several diseases and premature deaths.2 This 
will also have the effect of underestimating the total economic costs 
presented in this report. Fifth, the estimates of unit costs per inpatient 
hospitalization and outpatient visits, as well as the number of hospi-
talization and outpatient visits, are based on household survey data, 
which may be subject to recall bias. To the extent such bias exist, it will 
affect the estimated total costs too. Sixth, the average unit costs for in-
patient hospitalization and outpatient visits were imputed for those 
availing treatment from public hospitals using the corresponding costs 
in private hospitals. This was done as many of the public hospitals in 
India are subsidized, and the out-of-pocket expenditures by house-
holds incurred in public hospitals would not capture the true unit 
costs. Notwithstanding these limitations, this study presents the most 
up-to-date and comprehensive estimates of the direct and indirect eco-
nomic burden arising from diseases and deaths attributable to tobacco 
use, separately for smoking and SLT, in India.

It is clear that tobacco use is a major threat to the national ex-
chequer given the enormous costs it imposes on individuals and so-
ciety. The National Health Policy,37 2017 envisages increasing the 
share of public spending in health to 2.5% of GDP by 2025 from 
its then level of 1.15%. However, the enormous costs imposed on 
the nation’s health care system due to tobacco use could potentially 
stress the public health care system and deprive the nation of neces-
sary resources required to reach these targets. There is overwhelming 
evidence on the effectiveness of taxing tobacco products,6 and India 
should take steps to increase taxes on tobacco products, including 

bidis, under the GST either by raising the compensation cess (a 
temporary additional duty on tobacco products under the GST) 
or by increasing the re-introduced excise taxes substantially so 
that all tobacco products continue to be less and less affordable. 
Simultaneously, the government should also ramp up investment in 
National Tobacco Control Program for the effective implementation 
of tobacco control and broad-based MPOWER policies.
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