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Note that the adolescent smokers’ demand is more price-elastic and 
therefore the tax will cause a larger proportional reduction in surplus 
when compared to adult smokers. The surplus gains in the e-cigarette 
markets would be relatively small. The red lines denote 3rd party costs 
from smoking and e-cigarette use. The overall surplus gains for non-
smokers (orange less purple areas) are positive and large.
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