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Foreword 

Numerous studies and experiences around the world 
have demonstrated that price measures are an effective 
way of reducing tobacco consumption. A higher 
tobacco price through an increase in tax is the most 
effective tool for tobacco control, and is especially very 
effective in reducing tobacco use among young people 
and people with low incomes. Higher tobacco taxes can 
help a country in a number of ways–by generating 

additional revenues, reducing tobacco use leading to decreased tobacco-
related morbidity and mortality, and thus ensuring reduced expenditure on 
treatment of tobacco-related diseases. 

The WHO Framework Convention on Tobacco Control (WHO FCTC) 
highlights tobacco taxation as a demand reduction measure and suggests 
that Parties should adopt or maintain measures which may include 
implementing tax policies and, where appropriate, price policies on 
tobacco products so as to contribute to the health objectives related to 
reducing tobacco consumption. However, to make them an effective tool 
for tobacco control, tax policies should be designed carefully and 
implemented efficiently. This requires a dynamic tax regime, robust tax 
administration and intense monitoring and implementation.  

In Thailand, the tobacco control programme has adopted the tax and 
pricing policy as a major control instrument, and tax rates on tobacco 
products have been increased continuously over the past two decades. 
Consumption of tobacco products has been found to decrease continuously 
in relation to those of other goods and the prevalence of tobacco use has 
also fallen gradually. This report, tax policies on tobacco products in 
Thailand: The way forward, provides a comprehensive account of the 
tobacco tax system in Thailand with an analysis of its development and the 
effects on tobacco use over time. 

Despite the positive outcomes from the tobacco tax and pricing 
policy, the report has identified certain areas for improvement of the 
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tobacco taxation system to make it more efficacious for tobacco control. 
The report suggests that tobacco taxation should take into account, among 
other things, the fact that tax rates on all tobacco products are significantly 
higher to make the products less affordable, and also that the tax increase 
policy is linked to the growth in per capita income.  

It is hoped that the findings of this study commissioned by the 
Regional Office of the South-East Asia (SEARO) of the World Health 
Organization (WHO) will be useful for Thailand and other Member 
countries of the Region and will encourage policy-makers, particularly in 
the ministries of health and finance, to take appropriate measures to 
develop and implement effective tax policies for tobacco control among 
their populations.  

 
Dr Samlee Plianbangchang 
Regional Director 
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Executive summary 

Excise tax on cigarettes has been used as a major instrument for tobacco 
control in Thailand and its rates have continually increased over the past 
two decades following the implementation of Thailand’s anti-smoking 
policies. The tax rates on cigarettes went up from 55% of the ex-factory 
price in 1992 to 85% in 2009 making the total tax burden to about 66% of 
the retail price. However, the total share of taxes in the retail price is not 
the only determinant for deciding the consumption as it also depends on 
cigarette retail prices and other variables such as income and prices of other 
tobacco products. 

This report, Tax policies on tobacco products in Thailand: The way 
forward, provides an account of the taxation policies and tax structure for 
cigarettes in Thailand with particular emphasis on the role of excise tax in 
tobacco control. It has taken into consideration a number of studies 
conducted on pricing policies of cigarettes in Thailand as well as the most 
recent estimates of the price elasticity and expenditure elasticity of demand 
for cigarettes, and the evidence that tax policies can be a more effective 
instrument to control smoking and to raise revenue for the government. 

Some of the weaknesses and inadequacies of the existing tobacco 
taxation policies in Thailand limit its efficacy as a potent tobacco control 
tool. These include, among other things, the absence of mechanisms for 
inflation adjustment in pricing and taxation, assent to the tobacco 
companies’ strategies for constant pricing and their underreporting of the 
production cost, low tax rates on popular alternative smoking items (roll 
your own cigarettes) etc.  

Referring to the cost data from the tobacco industry, it shows that the 
production cost of cigarettes has been under reported. Consequently, 
cigarettes have been under-taxed, the tobacco industry has enjoyed extra 
profit, and tobacco control policy has been undermined. The constant basic 
price has allowed the tobacco industry to avoid the higher excise tax 
burden over the past one and a half decades and the tobacco industry has 
enjoyed extra profits at the expense of tax revenue. While stating that the 
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maximum cigarette price regime has no direct effect on the affordability of 
cigarettes, the report demonstrates that the basic prices of two popular 
brands have remained nearly constant over the period and do not match 
the change in the cost of production caused by inflation. This partly has 
offset the effectiveness of the tobacco control policy through the excise 
taxation route.  

The effectiveness of the cigarette pricing policy to control smoking has 
also been partly offset by the low prices of hand-rolled tobacco products, 
which are taxed at a very low rate. 

To have a real and tangible effect on the demand for cigarettes, retail 
prices should increase faster and by a margin higher than inflation. This can 
be done by effecting an increase in the excise tax rate as well as making a 
studied verification of the declared basic prices of cigarettes. The focus 
should be on the increase in the retail price of cigarettes rather than the 
share of all taxes in the retail price. Excise tax rates on these hand-rolled 
tobacco products should be increased to discourage consumers switching 
from cigarettes to other tobacco products. 

The report emphasizes that in order to effect tobacco control through 
taxation, the system of taxation should be addressed holistically and tax 
rates should not be considered as the only determining factor. 



 

1 

1. Introduction 

In Thailand, consumption of tobacco products was found to have 
decreased relatively continuously in relation to that of other goods. In 1970, 
tobacco expenditure at the then current prices (3.41 billion baht) 
represented around 3.69% share of total consumption expenditure (92.43 
billion baht). In 1980, although tobacco expenditure jumped to 12.07 
billion baht, its share of total consumption expenditure of 433.58 million 
baht went down to 2.78%. The decreasing trend continued into the 1990s 
and the 2000s. The average annual growth rate of tobacco expenditure 
over these periods was well behind that of expenditure on other goods. 
Consequently, in 1990, tobacco consumption went down to 26.94 billion 
baht and its share of total consumption expenditure went down to 2.18% of 
the total consumption expenditure that was around 1234.98 billion baht. In 
2000, 2005, 2006, 2007 and 2008, the share went down further to 1.69%, 
1.44%, 1.29%, 1.26%, and 1.23%, respectively. It should be noted that the 
major tobacco products that are consumed in Thailand are cigarettes and 
hand-rolled tobacco products. 

Table 1: Private consumption expenditures at current prices    (billion baht) 

Expenditure 1970 1980 1990 2000 2005 2006 2007 2008 

Total private 
consumption 

92.43 433.58 1,234.98 2,942.68 4,275.35 4,672.72 4,907.11 5,379.82 

Tobacco         

Value 3.41 12.07 26.94 49.70 61.56 60.05 61.98 66.21 

Share (%) 3.69 2.78 2.18 1.69 1.44 1.29 1.26 1.23 

Note: 2008 figures are predicted values. 
Source: Office of the National Economic and Social Development Board, Bangkok, Thailand 

Price policies through taxation to combat smoking have been very 
active over the period after 1996. Consequently, tobacco products have 
become relatively more expensive. The tobacco price index was only 
around 47 in 1970, 70 in 1980, and 109 in 1990, but nearly doubled to 
206 in 2000. As part of the same trend, the tobacco price index rose 
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further to 240.51 in 2005, 270.09 in 2006, 270.39 in 2007, and 287.25 in 
2008. 

Concurrently, the relative price of tobacco products in relation to 
other consumer goods dropped from 1.63 in 1970 to 0.97 in 1980 and 
0.93 in 1990. The trend was reversed after that. In the following period, the 
relative price of tobacco products increased continuously: to 1.22 in 2000, 
1.26 in 2005, and 1.36 in 2006. Such increases in the relative prices of 
cigarettes and other tobacco products decreased the demand for tobacco 
products. However, the relative price of tobacco decreased slightly to 1.33 
in 2007 and 1.32 in 2008. Thus, the decrease in the relative price raised 
the demand for cigarettes and other tobacco products in the second half of 
the 2000s. In terms of affordability, and in the context of the per capita 
gross domestic product (GDP) and the price of 100 packs of cigarettes, an 
average Thai could buy more tobacco products over the period of active 
tobacco control. It should be noted that the price policies were targeted 
only at cigarettes and that the excise tax on cigarettes was not increased in 
2007 and 2008. Moreover, hand-rolled tobacco products were taxed at a 
much lower rate. 

Table 2: Price index of other consumer goods and tobacco products,  
per capita GDP, and tobacco affordability 

Price index and 
per capita GDP 

1970 1980 1990 2000 2005 2006 2007 2008 

Consumer price 28.84 71.40 117.17 168.42 190.78 199.12 203.49 217.15 

Tobacco price 47.02 69.53 108.95 205.61 240.51 270.09 270.39 287.25 

Relative price 1.63 0.97 0.93 1.22 1.26 1.36 1.33 1.32 

Per capita GDP 
(PCY: Bahts) 

3794 14180 39104 78783 108955 119715 129160 136511 

Affordability - - - 23.87 25.94 28.50 28.70 28.44 

Notes: 1. 2008 figures are predicted values. 
2. Affordability is calculated as per capita GDP divided by the price of 100 packs of a popular brand of 

   cigarettes. 
Source: Calculated from the National Income Account, Office of the National Economic and Social Development 
Board, Bangkok, Thailand. 

A number of studies conducted in the past have provided the basis for 
cigarette price policies (e.g. Supakorn Buasai, 1993; Isra Sarntisart, 1995; 
Suchada Tangthangtham, 1997; and Isra Sarntisart, 2003). These studies 
focused on the analysis of demand for cigarettes and the health cost of 
smoking. As per the most recent estimates, the price elasticity of demand 
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for cigarettes was -0.3925 and the expenditure elasticity of demand for 
cigarettes was 0.7049 (Isra Sarntisart, 2003). The same study also provided 
elasticities by income class and age group [Tables 3(a) and 3(b)]. Based on 
these estimates, it can be said that tax policies can be effective instruments 
to control smoking and to raise revenue for the government. 

Table 3(a): Elasticities of demand for cigarettes, by income class 

Income class 
Own price 
elasticity of 

demand 

Own price 
elasticity of 

demand 

Income 
elasticity of 

demand 

Income 
elasticity of 

demand 
 Urban Rural Urban Rural 

1 -1.0034 -0.4866 1.5503 0.8399 

2 -0.3554 -0.0464 1.2733 0.1670 

3 -0.1259 -0.0280 0.5264 0.4511 

4 -0.0981 -0.1476 0.3241 0.9233 

5 -0.0418 -0.0686 0.1678 0.1533 

Table 3(b): Elasticities of demand for cigarettes, by age group 

Age group Own price elasticity of 
demand 

Income elasticity of 
demand 

8+-18 -0.3075 0.6364 

18+-30 -0.3880 0.8365 

30+-40 -0.4616 1.0015 

40+-50 -0.2447 0.5109 

50+-60 -0.2875 0.6011 

60+ -0.0000 0.0000 

However, the responsiveness of demand for cigarettes to taxation is 
said to depend not only on the price elasticity of demand but also on the 
share of all taxes in the structure of the retail price that smokers pay for 
cigarettes. In Thailand, the retail price of locally produced cigarettes equals 
the factory price plus excise tax, health tax, local tax and value-added tax. 
For imported cigarettes, the retail price equals the sum of cost insurance 
and freight (c.i.f.) price, import tariff, excise tax, health tax, local tax and 
value-added tax. Of all cigarette taxes, excise tax has been used as the most 
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important instrument of cigarette price policies. The rate of excise tax has 
increased continuously over the past two decades. In 1992, the rate of 
excise tax for cigarettes was set at 55%. The same rate was applied to both 
locally produced and imported cigarettes. Following Thailand’s anti-
smoking policies, it was increased continuously. On 29 August 2007, it was 
further raised to 80% — that is the ceiling rate, i.e. the highest rate allowed 
by the present law. Based on this rate, all taxes share only around 63% of 
cigarette retail prices. Since 14 May 2009, the ceiling rate of excise tax has 
been raised to 90% and the applied rate to 85%. This is expected to tighten 
cigarette consumption in Thailand. However, other tobacco products also 
have a significant share in Thailand’s tobacco market; the excise rates on 
these products are very low. 

It is being argued that since the share of all taxes in retail prices of 
cigarettes is too low, the government should increase it so that smoking 
control can be more effective. This suggestion has been prompted by a 
pragmatic approach and of the World Bank report, “Curbing the 
Epidemic”. According to the report, an optimal rate of cigarette tax is said 
to be difficult to determine, while the tax component is suggested to be 
between two thirds and four fifths of cigarette retail prices. However, there 
is no empirical support for Thailand to follow the suggestion. Moreover, 
there has been no serious investigation into other components of the 
cigarette prices, especially factory prices which are the base of cigarette 
taxation in Thailand. 

This report attempts to clarify the validity of this important argument 
and to search for a better option, especially in the context of Thailand. 
Section 2 (below) describes the structure of cigarette retail prices and 
taxation in Thailand. It provides details of all taxes, and also industry profit 
margins, with particular emphasis on the role of excise tax. Section 3 
presents the analytical framework and data used in the analysis. It illustrates 
how important is the share of all taxes in tobacco control. Section 4 
provides the empirical evidence of the relationship between taxes and the 
profit margin. The summary and policy implications are provided in the 
final section. 
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2. Cigarette retail pricing and taxation 

For Thailand, the structure of cigarette pricing and taxation is very 
complicated. It consists of import tariff, excise tax, health tax, local tax and 
value-added tax, as well as the industry’s profit margin. The applied tariff 
rates are ad valorem rates. Each tax has its role. The following paragraphs 
summarize the structure of cigarette retail pricing and taxation in Thailand. 

Import tariff has been used as a measure to protect domestic products 
as well as collecting revenue for the government. Generally, there are two 
types of tariff rates: specific rates and ad valorem rates. The applied rate is 
the rate that raises more revenue. Since the specific rates are set in nominal 
terms, over time, the real value of the specific rate will be decreased by 
inflation. Thus, the applied rates or the higher rates tend to be the ad 
valorem rates. Tariff rates also depend on countries of export origin and are 
dominated by international trade agreements such as those within the 
purview of World Trade Organization (WTO) and ASEAN Free Trade Area 
(AFTA). 

In Thailand, the importance of the tobacco industry is based on four 
factors. First, one supplier, Thailand Tobacco Monopoly or TTM, is a State 
enterprise under the Department of Excise Tax. Second, tobacco is a source 
of employment and income for many farmers in the north and the 
northeast. Although tobacco farmers are not poor, these two regions are the 
poorest regions of the country. Third, cigarette taxation, especially excise 
tax is an important source of government revenue. Fourth, smoking is a 
cause of many diseases that lead to high health costs and loss of earnings 
because of premature deaths. 

The excise tax is applied on goods that are considered to be luxury 
goods or to produce negative externalities. For cigarettes, excise tax is 
applied to post-tax price, i.e. the price that includes factory price and excise 
tax, or the price that includes import price, customs tariff and excise tax. 
For example, excise tax that is said to be 80% of the post-tax price is 
actually {100*[80/(100-80]} = 400%  of the pre-tax price (factory price or 
import price plus tariff). This 400% is an exclusive rate. 

The rate of excise tax on cigarettes has increased continuously over 
the past two decades. In 1992, the rate of tax for cigarettes was set at 55%. 
Following Thailand’s antismoking policies, the tax was increased 
continuously to 60%, 62%, 68% and 70% in 1993, 1995, 1996 and 1997, 
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respectively. The same rate was applied to both locally produced and 
imported cigarettes. On 12 October 1999, the rate of tax went up slightly to 
71.5%. The same policy continued in the 2000s. On 27 March 2001, the 
rate of tax on cigarettes was increased to 75% while that on other tobacco 
products was left unchanged. After continuous campaigning for tax 
increase, on 6 December 2005, the rate of tax was increased to 79%. On 
29 August 2007, it was increased further to 80%, which is the ceiling rate, 
i.e. the highest rate allowed by law in force at that time. The tax rate was 
kept at 80% for two years. Consequently, as shown in Table 2, the relative 
price of tobacco products in relation to other consumer goods went down 
slightly in 2007 and 2008. On 14 May 2009, the ceiling rate was raised to 
90% and the applied rate to 85%. The changes in the rates are summarized 
in Table 4. 

Table 4: Excise tax rates 

Year Ad valorem rate (%) Effective date 

1992 55 1 January 1992 

1993 60 8 December 1993 

1994 60 - 

1995 62 10 January 1995 

1996 68 29 October 1996 

1997 70 14 October 1997 

1998 70 - 

1999 71.5 12 October 1999 

2000 71.5 - 

2001 75 27 March 2001 

2002-2004 75 - 

2005 79 6 December 2005 
2006 80 29 August 2006 

2007-2008 80 - 

2009 851 14 May 2009 
Notes: No Change. 
 On 14 May 2009, the ceiling rate of excise tax was raised from 80% to 90%. 

Data as at 1 April 2010. 
Source: Department of Excise Tax, Bangkok, Thailand. 

It is very important to note that all inclusive tax rates cannot be raised 
beyond the maximum limit. The excise tax on cigarettes that is an inclusive 
rate, i.e. included in the factory price, cannot reach 100%. The relationship 
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between an inclusive tax rate and an exclusive tax rate is not linear. A 1% 
point increase from 85% to 86% will produce a larger effect on the retail 
price of cigarettes than an increase from 55% to 56% and so on. Thus, the 
government and tobacco control advocates can see a stronger resistance 
from the tobacco industry for subsequent policies to increase the tax rate. 
This is demonstrated in Figure 1. 

Figure 1: Inclusive and exclusive tax rates 

 

Other taxes also makeup a significant share in the cigarette retail 
price. Since 7 November 2001, a health tax has been applied on all sticks 
of manufactured and imported cigarettes. The tax is 2% on the excise tax 
revenue. The revenue from health tax is used for health promotion, mainly 
on smoking and alcohol consumption control. Also, since 15 January 2008, 
a broadcasting tax of 1.5% on the excise tax revenue has been applied on 
all sticks of manufactured cigarettes. 

The Provincial Administrative Organizations (PAOs) also extract 
revenue through a local tax on the retail trade margin of all sticks of 
cigarettes. The rates of the local tax can be different across PAOs. The 
ceiling rate was first set at 0.05 baht per stick and was raised to 0.10 baht 
per stick in 2004. Initially, no local tax was applicable on cigarettes sold in 
Bangkok and, because of this, cigarettes in Bangkok were cheaper than 
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those sold in other provinces. In 1999, in the areas outside Bangkok, the 
rate was set at 1 baht per pack. The majority of PAOs have increased the 
applied rate to 0.093 baht per stick (Cholatarn et al., 2007). It should be 
noted that this local tax is collected when Thailand Tobacco Monopoly 
(TTM) and importers sell cigarettes to wholesalers, not retailers. 

With some exceptions, value-added tax or VAT is applied on all goods 
including cigarettes and other tobacco products. The tax is levied on 
cigarette prices that include factory price, all other taxes, and the industry’s 
margin. VAT is based on the maximum retail selling price established by the 
Ministry of Finance. The current rate of 7% was first set on 20 November 
1991. Following the onset of economic crisis in 1997, it was reduced to 
10% for a short period between 16 August 1997 and 31 March 1999. 
Generally, VAT has no real impact on the retail price of all goods. 

The industry’s profit margin also has a significant share in cigarette 
retail prices that are determined by the Excise Tax Department of the 
Ministry of Finance. However, it is not known how the margin is 
determined. As can be seen from the following equation, it is assumed to 
mark up from the value that includes factory or import price, tariff, excise 
tax and health tax. The profit margin of cigarette importers is directly or 
indirectly taxed in the form of corporate income tax at the rate of 30%. For 
TTM, a certain part of the margin is transferred to the government. 

The structure of cigarette retail prices can be summarized by the 
following equation (Isra Sarntisart, 2003). 

Pr = {P0*(1+Tm)* [1+(1+H)Te /(1-Te)]+M+20Tl}*(1+Tv) (1) 

Where Pr = retail price of cigarettes (baht per pack), 

P0 = basic price, i.e. factory price or imported price of cigarettes (baht 
per pack), 

H = rate of health tax plus broadcasting tax (%/100), 

M = rate of industry margin (baht per pack), 

Tm = import tariff rate (%/100), which is zero for locally-produced 
cigarettes, 
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Te = excise tax rate (%/100), 

Tl = local tax rate (baht per stick), and 

Tv = value-added tax rate (%/100). 

It should be noted here that the factory price is defined differently 
from the definition used by the Department of Excise Tax. It contains only 
the production cost and not the excise tax and other taxes. The same 
definition is also applied in the case of legally imported cigarettes, i.e. c.i.f. 
price. With regard to industry’s profit margin (M), the above equation does 
not attempt to explain how it is determined. 

For tobacco control, the cigarette excise tax (Te) is preferred to other 
taxes for many reasons. First, it has a special rate that can be applied only to 
cigarettes. Since cigarette expenditure has a very small share in total 
consumption expenditure, its impact on real income should be minimal. 
Second, while the rates of custom tariff are constrained, the excise tax is not 
constrained as per Thailand’s commitment to WTO and other international 
agreements, as long as it is applied equally to both locally produced 
cigarettes and imported cigarettes. Third, with some exceptions, the same 
rate of value-added tax must be applied to all goods. Thus, a change in the 
rate of the value-added tax will not affect the relative price of cigarettes in 
comparison to other goods. It mostly affects consumer demand and 
economic welfare in terms of a change in the real income. However, as 
shown by Isra Sarntisart (2003), cigarette consumption has a very small 
share in the household consumption basket. 

3. An analytical framework: taxes, margin and the 
retail price 

Price policies involving taxation have been used to control smoking not only 
in Thailand but also in other countries around the world. An optimal tax 
policy has been discussed in the literature. As pointed out by the study, 
“Curbing the Epidemic”, undertaken by the World Bank (2003), the 
optimal tax rate would be the rate that equates the marginal social cost of 
the last cigarette consumed with its marginal social benefit. But the 
magnitude of the social benefit and social cost is unknown, difficult to 
estimate, and subject to criticism. For example, estimates of studies for the 
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United States of America vary from a few cents to several US dollars. In this 
regard, the study proposes a more pragmatic approach to observe the tax 
levels adopted by countries with comprehensive tobacco control policies as 
a yardstick for a proportionate tax increase. In those countries, the tax 
component in the cigarette retail price is between two thirds and four fifths. 

The suggestion has been followed by a number of countries and could 
have a wide impact on smoking control. In the case of Thailand, there is a 
concern that the total average proportion of tax burden in the retail price of 
cigarettes is too low and lower than the minimum threshold as suggested by 
the above study and, because of this reason, the government should 
increase the cigarette tax rate. But past studies that provide the estimated 
shares of all taxes in the retail price of cigarettes are based on hypothetical, 
not actual or real, price data. The examples of such studies are Isra 
Sarntisart (2003 and 2005) and Cholatarn et al. (2007). The results are 
summarized in Table 5. Moreover, Cholatarn et al. (2007) observed that the 
wholesale and retail prices of cigarettes had increased, and that the increase 
was slightly more than the increase in excise tax. Consequently, the share of 
taxes in the retail price of cigarettes tends to decrease and will not reach 
the minimum threshold. But it is the retail price of cigarettes that affects the 
consumption decision of smokers, not the share of tax in the retail prices. 
Thus, the focus on the level of retail prices is more important than the share 
of all taxes in retail prices. 

Table 5: The hypothetical share of all taxes in the retail price of cigarettes 

Share (%) 
Past studies Excise tax 

rate 
Types of 
cigarettes All taxes Excise tax 

Local 60.56 50.00 Isra Sarntisart 
(2003)1) 

75% 

Imported 43.40-59.27 32.73-44.45 

Isra Sarntisart 
(2005)2) 

80% Imported 36.23-41.89 26.73-31.18 

Local 61.93 49.50 Cholatarn et al. 
(2007)1) 

79% 

Imported 44.91 34.05 

Notes:  (1) Basic price and c.i.f. price are assumed to be five baht per pack. 
 (2) c.i.f. price is assumed to be 3.50 baht per pack. 
Sources:   (1) Table 28, Isra Sarntisart (2003). 
 (2) Table 15, Isra Sarntisart (2005). 
 (3) Tables 6.1 and 6.2, Cholatarn et al. (2007). 
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Figure 2 demonstrates why the share of all taxes in the retail price of 
cigarettes is not important for tobacco control. There are four scenarios: 
(1) Initially, all taxes share 50% of the cigarette retail price, which is below 
the minimum proportion, i.e. two thirds of the retail price. (2) The 
government increases cigarette tax while the cigarette retail price is fixed. 
The share of all taxes jumps to 75%, which is above the minimum 
proportion and nearly reaches the maximum proportion. This has no 
impact on cigarette demand but the government earns more tax revenue at 
the expense of cigarette companies’ profit. However, this scenario is not 
practical and is likely to be opposed by the cigarette industry. (3) A more 
practical alternative is that the government allows the industry to maintain 
the ongoing margin and the retail price is allowed to increase, with an 
increase in the cigarette tax. Although the share of all taxes dropped to 60% 
of the retail price, cigarette demand is reduced by the increase in retail 
price. (4) Another alternative is that the government allows companies to 
earn a higher margin and the retail price to increase to the same level as in 
(iii) above. Although the share of all taxes dropped to 40%, the higher retail 
price reduced the cigarette demand by the same proportion as in (iii) 
above. The only reason that this alternative should not be allowed is that 
the cigarette industry can use the extra profit to boost cigarette demand, 
and an increase in the cigarette demand created by the use of greater profit 
outweighs the decrease in demand caused by a price increase. 

As can be seen from the above discussion, the share of tax in the retail 
price of cigarettes is less important for tobacco control. The industry’s 
margin also has a significant role to play. Therefore, it is important to 
understand the relationship between the cigarette retail price and its three 
main components, i.e. basic price, taxes and industry margin. A special 
emphasis should be placed on the responsiveness to a change in the excise 
tax rate. In Thailand, this is under the authority of a section in the 
Department of Excise Tax of the Ministry of Finance. Practically, it is 
possible that different criteria are applied to all changes in the excise tax 
rate and the controlled maximum retail prices. Whatever the case, such a 
scenario has never been made public and would be very interesting to 
investigate. The following equations demonstrate how changes in taxes 
affect the cigarette retail price. 
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Figure 2: Hypothetical price changes 
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While P0 is an exogenous factor that is determined by the cost of 
inputs, production technology and product quality, it is understandable that 
all taxes, i.e. Tr, Te, H, Tl and Tv, are basically determined by the government. 
For simplicity, except value-added tax, all other taxes will be combined into 
an overall tax (T). Equation 1 can be simplified and rewritten as in Equation 
2. Equation (3) is the percentage change version of Equation 2. 

Pr = {P0+T+M}*(1+Tv)  ---------- Equation 2  

pr = {S0.p0+ST.t+SM.m}+Rv.tv   ------------ Equation 3 

When Pr = Maximum retail price, 

S0 = Share of the basic price in the retail price, 

ST = Share of the overall tax in the retail price, 

SM = Share of the margin in the retail price, 

Rv = Ratio between Tv and (1+Tv), 

pr = Rate of change in the retail price, 
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p0 = Rate of change in the basic price, 

t = Rate of change in the overall tax, 

m = Rate of change in margin, and 

tv = Rate of change in the rate of value-added tax. 

Now, let it be assumed that there is no change in the rate of value-
added tax. Thus, the change in the retail price equals the weighted sum of 
the rates of change in the basic price, overall tax and the margin [(Equation 
4(a)]. In this regard, it is very interesting to know the degree to which the 
retail price and the profit margin are actually adjusted in response to a 
change in cigarette taxes. In Thailand, although Pr is controlled by the 
government, it could be endogenously determined based on the desired 
level of industy margin that changes with the excise tax rate [(Equation 4b)], 
or it is exogenously determined based on the excise tax rate, and the 
industry margin is adjusted accordingly (Equation 4). Moreover, in an 
attempt to avoid the tax burden, tobacco industry may opt to declare an 
abnormally low basic price. In all cases, the declared basic price, the 
industry margin and the retail price are directly or indirectly determined by 
the cigarette taxes and all three factors should be highly correlated with the 
change in the overall tax. The degree of correlation can differ from year to 
year. Information extracted by interviewing relevant government officials of 
the Excise Tax Department and the tobacco industry will also be used in 
supporting the statistical evidence. 

pr = S0.p0+ST.t+SM.m   -----------          Equation  4 

4. Empirical evidence 

This section utilizes the cigarette price data collected from the Department 
of Excise Tax. These are detailed in the Annex at the end of this report. In 
sum, the price data contain both locally produced and imported cigarettes 
and cover the period between 1992 and 2007 for locally produced 
cigarettes, and between 1996 and 2007 for imported cigarettes. Altogether, 
there are 1109 observations: 386 observations for locally produced 
cigarettes (Table 6) and 723 observations for imported cigarettes (Table 7). 
Unfortunately, there is no information on the c.i.f. prices of each brand of 
imported cigarettes. This limits the analysis to only the responsiveness of the 
declared basic price, industry margin and retail price of locally produced 
cigarettes to changes in all cigarette taxes. 
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Table 6: Price data of locally produced cigarettes 

Factory Price Retail Price 
Year/No. Frequency Number of 

brands  Standard 
deviation

 Standard 
deviation 

1992/8,18 17 17 14.05 8.51 15.94 9.66 

1993/13 19 19 13.92 7.90 16.16 9.13 

1993/16 20 20 15.61 8.69 18.40 10.18 

1994/3 20 20 15.86 8.66 18.40 10.18 

1995/1 18 18 15.42 4.27 17.97 5.00 

1996/2 18 18 15.39 4.26 17.97 5.00 

1996/8 19 19 18.29 4.92 22.16 5.90 

1997/2 19 19 - - 24.00 6.19 

1997/3 19 19 18.92 4.94 24.00 6.19 

1997/4 19 19 20.36 5.20 25.84 6.49 

1998/6 19 19 20.39 5.08 28.53 6.81 

1999/1 18 18 - - 26.61 6.27 

1999/2 18 18 19.43 5.02 26.61 6.27 

1999/3 18 18 19.43 5.02 27.61 6.27 

1999/5 18 18 19.43 5.02 26.00 9.02 

1999/6 1 1 16.78 0 28.00 0 

1999/8 18 18 18.26 4.46 27.61 6.30 

1999/13 21 21 18.86 4.43 28.86 6.15 

1999/15 1 1 321.26 0 450.00 0 

1999/16 1 1 17.50 0 27.00 0 

2001/1 24 24 21.27 4.92 33.42 8.14 

2001/2 1 1 15.54 0 25.00 0 

2001/3 1 1 321.26 0 540.00 0 

2002/2 1 1 57.94 0 80.00 0 

2005 19 19 25.09 6.71 37.53 8.62 
2007 19 19 26.64 7.14 40.53 9.21 

2009 19 19 33.44 10.07 50.89 12.04 
Notes: -   Not available. 

1. In 1999, local tax was not applied in Bangkok and some provinces. In those areas, the Average and 
standard deviation of price data were 26.61 and 6.27; 26.61; and 6.27; and 27.00 and 0, for 
1999/3, 1999/5, and 1999/6, respectively.  

x x
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Table 7: Price data of imported cigarettes 

C.I.F. Price Retail Price 
Year/No. Frequency Number of brands  Standard 

deviation
 Standard 

deviation 
1996/9 104 104 - - 43.08 14.73 
1998/2 19 19 - - 52.00 13.04 
1999/4 65 65 - - 43.43 19.93 

1999/14 61 61 - - 42.79 14.08 
2001/1 72 72 - - 46.13 13.72 
2001/2 4 4 - - 46.00 10.42 
2002/5 2 2 - - 100.00 0 
2003/2 2 2 - - 60.00 0 
2004/1 112 112 - - 45.96 14.13 
2005/2 2 2 - - 38.00 0 
2005/4 3 3 - - 37.00 0 
2005/5 1 1 - - 48.00 0 
2005/6 9 9 - - 39.00 0 
2005/7 8 8 - - 35.00 0 
2006 126 126 - - 58.23 18.31 

2006/2 2 2 - - 75.00 0 
2006/3 4 4 - - 64.00 18.48 
2007 118 118 - - 56.72 17.53 

2007/2 2 2 - - 65.50 12.02 
2008 86 86 - - 51.12 13.74 

2008/2 22 22 - - 38.18 6.22 
2008/3 7 7 - - 41.00 0 
2009 100 100 - - 59.08 18.28 

  Note: - Not available. 

The calculation shows that the regulation on cigarette retail prices has 
three main features. First, for each regulation, there are very small variations 
among brands in the shares of basic prices, all taxes, and the industry’s 
profit margin. This suggests that there is no discrimination among cigarettes 
of different brands and origins. 

This trend began to reverse in 2002 when the tax rate increased to 
75%, the share of basic price went up to slightly over 18% and that of the 
industry’s profit margin went down to less than 20%. After that year, when 
the tax rate increased to 79% and 80% , the share of industry’s profit 
margin fluctuated around 24% while that of the basic price dropped to 
around 13%. 

xx
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But it did not showed any significant increased that should follow the 
increases in the rates of excise tax from 55% to 85% between 1993 and 
2009. 

Thus, evidence suggests that retail prices of cigarettes are divided into 
two parts and changes in the share of these two parts are very small. The 
first part is the amount that goes to the tobacco industry, i.e. basic price and 
the industry’s profit margin. The second part is the amount that goes to the 
government, i.e. all taxes. An increase in the rate of excise tax will not only 
allow the government to earn more revenue but also signal an increase in 
the amount that goes to the tobacco industry through a higher industry 
margin. The industry margin increases because the declared basic price that 
is the basis of tax calculation does not increase. A higher basic price means 
a higher tax burden. However, the shares of all taxes in the retail price of 
cigarettes tend to fluctuate between 51%-66% (Figure 3), i.e. not in the 
range of 67%-80% as suggested by WHO. A higher rate of excise tax does 
not mean a higher share of all taxes in retail prices of cigarettes. However, 
Thailand has been successful in tobacco control. 
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Table 8: Average share of basic price, taxes and profit margin in retail prices 

Share (%) 
Year/No. Frequency Excise tax 

rate (%) Basic price Total tax Profit 

1992/8,18 17 55 39.65 55.46 4.89 

1993/13 19 55 38.75 54.36 6.89 

1993/16 20 60 33.98 57.97 8.06 

1994/3 20 60 34.55 58.83 6.61 

1995/1 18 62 32.62 60.22 7.16 

1996/2 18 62 32.56 60.12 7.32 

1996/8 19 68 26.37 63.03 10.60 

1997/3 19 68 25.17 60.49 14.34 

1997/4 19 70 23.60 62.07 14.33 

1998/6 19 70 21.37 56.87 21.76 

1999/2 18 70 21.79 57.85 20.35 

1999/3 18 71.5 20.70 58.94 20.35 

1999/5 18 71.5 20.70 58.94 20.35 

1999/6 1 71.5 17.71 51.44 30.84 

1999/8 18 70 19.77 53.13 27.10 

1999/13 21 71.5 18.55 53.53 27.92 

1999/15 1 71.5 20.35 58.04 21.61 

1999/16 1 71.5 18.47 53.33 28.20 

2001/1 24 75 16.03 56.04 27.93 

2001/2 1 75 15.54 54.57 29.89 

2001/3 1 75 14.87 52.51 32.61 

2002/2 1 75 18.11 62.41 19.49 

2005 19 79 13.94 60.48 25.59 

2007 19 80 13.04 62.79 24.17 

20081) 19 80 13.04 63.57 23.39 

2009 19 85 9.71 66.04 24.24 
Note: (1) Including Broacasting Tax that was introduced on15 January 2008. The tax was assumed to be 
extracted from the industry’s margin.  
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Figure 3: Average share of basic price, industry margin, and all taxes  
in the retail price 
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It is of paramount importance to note that it is only the higher excise 
tax rate that raises the value of the basic price plus excise tax, i.e. factory 
price as defined by the Department of Excise Tax. It does not matter 
whether the following phenomenon is intentional or coincidental1. The 
increase in the factory price, basic price plus excise tax, matches with the 
increase in consumer price index. However, the public as well as many 
tobacco control advocates are oblivious of this important fact. Basic prices 
have never been in the arguments for higher cigarette retail prices. 

                                                           
1 Officials of the Excise Department suggested that this is a coincidence. 

Year/announcement

%
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Figure 4(a): Basic price, excise tax burden, and consumer price index: Brand A 

0

10

20

30

40

50

60

70

55 55 60 60 62 62 68 68 70 70 70 70 71.5 71.5 71.5 75 79 80 80 85
0

20

40

60

80

100

120

Factory price including excise tax 

Basic price

Consumer Price Index

Price Consumer Price Index (2550=100)

Excise Tax Rate (%)

 

Figure 4(b): Basic price, excise tax burden, and consumer price index: Brand B 
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Regarding imported cigarettes, similar findings are reported. As per 
WTO rules, transaction prices should be used in customs valuation, unless 
there is sufficient evidence to prove that the declared transaction prices of 
any imported items are not the actual transaction prices in the market. 
Evidence suggests that the declared transaction prices of imported cigarettes 
could be as low as 16% of customs prices that are estimated by the 
Customs Office (Table 9). Thus, customs valuation could pave the way for 
tax evasion that lowers the prices of and increases the demand for imported 
cigarettes. The cigarette tax revenue is also adversely affected. 

Table 9: Ratio of declared prices and customs prices, by import origin 

Brand Origin Minimum ratio Maximum ratio 

A Philippines 21.82 50.84 

B Philippines 24.49 72.52 

C Malaysia 57.91 89.62 

D Malaysia 54.93 84.69 

E Malaysia 45.85 57.05 

F Indonesia 16.55 27.16 

G Indonesia 38.62 45.23 
Note: Disclosure of individual information is prohibited. 
Source: Table 36, Isra Sarntisart (2003). 

However, the tobacco industry argues that a constant basic price over 
the over the long term is possible for many reasons. For local cigarettes, 
reasons are a reduction in disguised unemployment or an increase in labour 
productivity, and an efficient utilization of tobacco leaves. For imported 
cigarettes, the international networking that allows the purchase of cheap 
inputs is the main reason. In this regard, cigarette production can be 
increased and, thus, production can be kept at a low cost. But, in terms of 
labour, it has to be a continuous decrease in the total effective labour input, 
not the total number of employees, which can justify this explanation (Table 
10). Whether the explanation is valid or not, it needs serious investigation 
and is very important for tax policies. 
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Table 10: Major inputs used in cigarette production 

Tobacco leaf 

(Million kilogrammes) Fiscal Year Number of 
employees 

Purchased Used 

Production 

(Million sticks) 

1992 6972 54.42 38.02 39 593.12 

1993 6886 50.16 39.20 41 221.78 

1994 6871 40.09 40.85 44 544.10 

1995 6718 40.70 37.74 43 183.83 

1996 6593 47.93 40.81 47 751.79 

1997 6427 49.62 40.45 47 125.75 

1998 6171 48.01 28.73 34 568.73 

1999 5758 35.41 25.83 32 022.62 

2000 5112 23.66 25.86 31 795.23 

2001 4900 26.89 24.24 29 742.39 

2002 4833 29.85 24.09 29 598.69 

2003 4675 29.51 25.02 31 498.95 

2004 4583 29.56 26.61 33 685.42 

2005 4513 33.40 26.19 34 030.40 

2006 4436 31.26 22.32 29 148.80 

2007 4297 25.19 24.21 31 623.62 

2008 4251 25.96 23.26 30 020.80 
Note: In 1992, 1993 and 1994, data indicate that the majority of employees were paid on an hourly   
                and a daily basis. However, such information is not available since 1995. 
Source: Annual Report: 1991-2007, Thailand Tobacco Monopoly, Ministry of Finance. 

There is only one available study on the efficiency of cigarette 
production in Thailand. Piyakarn Krainum (2010) analyses the production 
efficiency of Thailand Tobacco Monopoly (TTM) between 1992 and 2007. 
The study reports only on the efficiency analysis but also the marginal cost of 
cigarettes. Results show that the nominal and real marginal cost of cigarettes 
increased during the 1992-2000 period, tended to fluctuate around a certain 
value between 2001 and 2006, and went down between 2006 and 2007. 
However, the nominal cost per pack of cigarettes has never been equal to or 
below the value that prevailed in 1992. Since the marginal cost reflects the 
price at the point of production, the argument of the tobacco industry that 
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production efficiency has improved and that the base price has been kept at 
the same low value over the past decades seems to be invalid. Cigarettes 
have been under-taxed, with negative consequences in terms of lower tax 
revenue and higher health costs of cigarette consumption. These facts are 
illustrated in Figure 5 and Table 11. 

Figure 5: Nominal and real marginal cost of cigarette production 
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     Source: Piyakarn Krainum (2010). 

Table 11: Marginal cost and unit cost of cigarettes: 1992-2007 

Real value (baht) Nominal value (baht) 
Year 

Core 
inflation 

rate 
Marginal 

cost Cost/Pack Marginal 
Cost Cost/Pack 

1992 1.1588 0.0441 0.8813 0.0511 1.0213 

1993 1.0483 0.0476 0.9518 0.0499 0.9977 

1994 1.1041 0.0506 1.0121 0.0559 1.1174 

1995 1.1614 0.0514 1.0289 0.0598 1.1950 

1996 1.2217 0.0501 1.0018 0.0612 1.2239 

1997 1.2790 0.0559 1.1181 0.0715 1.4301 

1998 1.3695 0.0660 1.3194 0.0903 1.8070 

1999 1.3937 0.0633 1.2657 0.0882 1.7639 

2000 1.4057 0.0654 1.3070 0.0919 1.8373 

2001 1.4223 0.0684 1.3690 0.0974 1.9472 

Year 

Cost 
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Real value (baht) Nominal value (baht) 
Year 

Core 
inflation 

rate 
Marginal 

cost Cost/Pack Marginal 
Cost Cost/Pack 

2002 1.4284 0.0746 1.4924 0.1066 2.1317 

2003 1.4314 0.0707 1.4145 0.1012 2.0247 

2004 1.4374 0.0707 1.4141 0.1016 2.0326 

2005 1.4600 0.0675 1.3502 0.0986 1.9713 

2006 1.4932 0.0743 1.4856 0.1109 2.2183 

2007 1.5083 0.0614 1.2287 0.0927 1.8533 

Average 1.3327 0.0614 1.2275 0.0830 1.6608 
Note: Core inflation rate does not include items such as food and energy. 
Source: Piyakarn Krainum (2010). 

Two points should be noted. First, one may argue that cigarette retail 
prices are controlled by the government and that the average cost should 
be used instead of the marginal cost. But Piyakarn Krainum’s model 
assumes a constant cost elasticity of output (LnTC/dLnQ). Therefore, the 
average cost will follow the same trend as that of the marginal cost. Second, 
Piyakarn’s findings are based on the total operating cost of TTM that 
includes many activities, not the total production cost of cigarette. Thus, the 
results should be used with caution. 

5. Other tobacco products and illicit trade in 
cigarettes 

There are at least three concerns on other tobacco products. These are the 
low rate of excise tax on other tobacco products, the response of the prices 
of other tobacco products to an increase in cigarette excise tax rate, and the 
degree of substitution between cigarettes and other tobacco products. At 
present, the prices of other tobacco products and the rates of excise tax on 
these products are found to be very low. 

The only available study on these important issues is the one 
conducted by Narissara Charoenphandhu (2009). The study focuses on 
hand-rolled tobacco products that share around half of the tobacco market 
in Thailand. Based on the study, the excise tax rate on such products has 
been fixed at 0.1%. Between 1992 and 2007, while there were ten 
increases in the rate of excise tax on cigarettes, from 55% to 85%, there was 
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no change in the excise tax rate on hand-rolled tobacco products. 
However, although there was no increase in the rate of tax during the 
period, the price of hand-rolled tobacco products that was 2 baht per pack 
was increased to 3 baht in 2000, 4 baht in 2003, and 5 baht in 2006. Thus, 
the affordability of these products tends to increase. 

In addition to excise tax, hand-rolled tobacco products are also 
subjected to health tax, broadcasting tax, and value-added tax at the same 
rates as cigarettes. But the products are exempted from local tax. Moreover, 
hand-rolled tobacco products that are made from local tobacco leaves are 
exempted from excise tax, health tax and broadcasting tax. These are well 
explained in Narissara Charoenphandhu (2009) (Annexure Table A3 and 
Table A4). 

On the supply side, other tobacco products are not only produced by 
small-scale producers but also by big companies. Three companies shared 
more than 50% of the hand-rolled tobacco market in 2004 and even more 
than 50% in the years after. The products were also exported to the 
neighboring countries of Thailand. 

Narissara’s analysis of the price response of hand-rolled tobacco 
products to changes in cigarette prices that followed increases in cigarette 
excise tax rate shows that increases in the rate of excise tax on cigarettes 
have no significant impact on the prices of hand-rolled tobacco products. 
Thus, because of the increases in cigarette prices, to some degree, cigarette 
smokers will switch from cigarettes to cheaper hand-rolled tobacco 
products. The effectiveness of cigarette price policy to control smoking has 
been partly offset by the low prices of other tobacco products. However, as 
mentioned in the previous paragraph, although there was no increase in the 
rate of tax during the 15-year period, the price of hand-rolled tobacco 
products increased from 2 baht per pack to 3 baht, 4 baht, and 5 baht in 
2000, 2003, and 2006, respectively. Thus, the market mechanism seems to 
have worked well in the later period. 

Regarding the illicit trade in cigarettes, especially smuggling, there 
have been arguments over the share of illicit cigarettes in the total cigarette 
consumption in Thailand. Three methods can be used to estimate 
smuggling. The first method investigates the use of warning labels on 
cigarette packs. The second method compares data of domestic 
consumption and domestic production plus net import. The third method 
compares the total volume of cigarettes exported from Thailand and the 
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total volume of cigarettes imported from Thailand and the total volume of 
cigarettes imported into Thailand. 

At least two studies have attempted to quantify illegally imported 
cigarettes. These have been conducted by Isra Sarntisart (2003) and Pirudee 
Pavananunt (2010). Based on a survey, Isra Sarntisart employed the first 
method and points out that around 15.5% of imported cigarettes smoked in 
Thailand in 2001 were illegally imported. It should be noted that Isra’s 
results do not cover counterfeit cigarettes. 

Pirudee Pavananunt (2010) employed the second and third methods. 
Based on the second method, Pirudee Pavananunt found that 
manufactured cigarette consumption as estimated from the survey data of 
the National Statistical Office was lower than tax paid sales (production plus 
import), i.e. negative smuggling. The same study points out that this is 
caused by underreporting of manufactured cigarette consumption and the 
inaccuracy of reporting the consumption of hand-rolled tobacco products 
versus manufactured cigarettes. The same study also employed the third 
method and found that around 10% of all cigarettes consumed in Thailand 
in the period 2004-2006 were illegal. However, this method is reliable at 
the global level. At the country level, it provides biased estimates of 
smuggling. Cigarettes that are reported to have come into Thailand may be 
re-routed and smuggled to other countries. On the other hand, cigarettes 
that are smuggled into Thailand may be reported to have gone to other 
countries. 

6. Summary and suggestions 

This report shows that the regulation on cigarette retail prices in Thailand 
has four main features. First, for each regulation, there are very small 
variations among brands in the share of basic prices, all taxes, and the 
industry’s profit margin. Second, the share of industry’s profit margin in the 
retail price of cigarettes has been increased and the tobacco industry earns 
a greater share for almost every increase in the rate of excise tax. No one 
can deny that higher retail prices, despite being caused by an increase in 
the industry’s profit margin, reduce tobacco consumption. But the industry 
can also utilize the higher revenue and the greater share, through some 
marketing strategies, to promote the greater tobacco consumption and 
offset the effect of higher retail price of cigarettes on cigarette demand. In 
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this respect, the increase in the share of industry’s profit margin will be 
harmful to tobacco control. On the other hand, the tobacco industry can 
also sell its products at a price below the maximum controlled price and 
thereby raise the demand for cigarettes. 

Third and most important, despite inflation over the past one and a 
half decades of active tobacco control, the tobacco industry has declared 
very low and nearly constant basic prices as demonstrated by data of some 
popular cigarette brands. More or less, the effectiveness of tobacco control 
policy through a high excise tax rate is reduced. This also allows the 
industry to avoid the higher excise tax burden. Surprisingly, there has been 
no question from relevant agencies over this matter. Although the tobacco 
industry has many reasons for these constant basic prices, serious studies 
into this matter are urgently needed. 

Fourth, most of the time, the excise tax rate was increased only up to 
the point that the official factory price (including excise tax) matched with 
the general consumer price level, i.e. increases in excise tax rate did not 
raise the relative prices of cigarettes over those of other goods. Thus, there 
is no real effect of price on cigarette demand. To have a real effect on 
cigarette demand, the cigarette retail prices should increase faster and by a 
higher margin than inflation. This can be done by an increase in the excise 
tax rate as well as a serious verification of the declared basic prices of 
cigarettes that generally has to follow inflation. Reasons why the constant 
basic prices have been allowed and problems such as “conflict of interest” 
in the relevant agencies are matters of serious investigation. The Excise 
Department as well as the Ministry of Health should be aware of this fact. 
This is extremely important for tax policies aimed at controlling smoking. 

Fifth, changes in the share of all taxes in the retail price of cigarettes 
show no specific trend but fluctuate between 50%-60% percent, although 
they jumped to 66% in the last increase to 85%. At the same time, Thailand 
has been successful in controlling smoking through its tax policies. Thus, 
there is no reason why the shares of all taxes in the cigarette retail prices 
have to be in a particular range. The focus should be on the increase in the 
retail price of cigarettes rather than the share of all taxes in the retail price. 

Sixth, the above findings suggest that the weakness of Thailand’s 
cigarette tax system is its ad valorem rate, which allows tax avoidance 
through a lower declaration of the basic price. The government will need to 
look for alternatives. One could be setting the official retail prices as the 
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base prices for all ad valorem taxation. However, the tobacco industry may 
argue that its actual selling prices could be lower and thus it will be over-
taxed. In this regard, the official retail prices should be the minimum prices 
instead of the maximum prices. The use of maximum price is appropriate 
for protection of consumers of the product that is harmful. The second 
alternative is to use specific cigarette tax rates. But the rates have to be 
relatively high and be readjusted for inflation annually or biannually. The 
third alternative is to combine the two systems. The official retail prices 
should be used as the base prices for ad valorem taxation if the actual 
selling prices are not less than the official retail prices. Otherwise, the 
specific rate will be applied. 

Lastly, because of the increase in cigarette prices, to some degree, 
cigarette smokers will switch from cigarettes to hand-rolled tobacco 
products that are cheaper. The effectiveness of the cigarette pricing policy 
to control smoking has been partly offset by the low prices of hand-rolled 
tobacco products. Thus, the excise tax rates on these hand-rolled tobacco 
products should be increased to discourage switching of consumers from 
cigarettes to other tobacco products although there is an argument against 
an increase in the excise tax rate on hand-rolled tobacco products on the 
ground that it will harm poor smokers and poor producers in rural areas. It 
is well known that hand-rolled tobacco products are not less harmful than 
cigarettes. Research evidence has also shown that producers of hand-rolled 
tobacco products are not poor. 

In sum, the findings of this report suggest that it is not only the rate of 
tax but also the system of taxation that is important for tobacco control. If 
there is still a loophole in cigarette taxation, a higher tax rate becomes less 
effective than what it should be. The issue of taxation of other tobacco 
products such as hand-rolled cigarettes also needs serious consideration. 
Thailand’s experience is an important lesson for other countries. 
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Annex: Data 

Table A1: Brand summary of locally-produced and imported cigarettes 
Year Number of brands Year Number of Brands 

1992/8,18 17 1996/9 104 

1993/13 19   

1993/16 20 1998/2 19 

1994/3 20 1999/4 65 

1995/1 18 1999/14 61 

1996/8 19 2001/1 72 

1997/2 19 2001/2 4 

1997/3 19 2002/5 2 

1997/4 19 2003/2 2 

1998/6 19 2004/1 112 

1999/1 18 2005/2 2 

1999/2 18 2005/4 3 

1999/8 18 2005/5 1 

1999/13 21 2005/6 9 

1999/15 1 2005/7 8 

1999/16 1 2006/2 2 

2001/1 24 2006/3 4 

2001/2 1 2006 126 

2002/2 1 2007 118 

2007 19 2007/2 2 
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Table A2: Shares of basic price, taxes, and profit margin in the retail price  
Year Excise Tax 

Rate Basic Price Total Tax Profit Frequency 

1992/8,18 55 39.65 55.46 4.89 17 

Average  39.65 55.46 4.89 17 

1993/13 55 38.77 

38.78 

38.79 

38.91 

38.9 

38.23 

54.38 

54.39 

54.41 

54.55 

54.54 

53.72 

6.85 

6.83 

6.79 

6.54 

6.56 

8.05 

4 

3 

6 

3 

1 

2 

Average  38.75 54.36 6.89 19 

1993/16 60 34.46 

33.61 

34.23 

32.77 

33.83 

34.26 

58.67 

57.41 

58.34 

56.15 

57.75 

58.39 

6.85 

8.98 

7.43 

11.08 

8.42 

7.34 

4 

3 

7 

2 

3 

1 

Average  33.98 57.97 8.06 20 

1994/3 60 34.78 

34.50 

34.62 

34.10 

34.61 

34.12 

59.17 

58.75 

58.92 

58.15 

58.92 

58.18 

6.04 

6.75 

6.46 

7.76 

6.47 

7.69 

4 

3 

7 

2 

3 

1 

Average  34.55 58.83 6.61 20 

1995/1 62 32.67 

32.58 

32.72 

32.27 

32.61 

60.31 

60.16 

60.38 

59.65 

60.20 

7.02 

7.26 

6.90 

8.07 

7.19 

3 

3 

7 

2 

3 

Average  32.62 60.22 7.16 18 
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Year Excise Tax 
Rate 

Basic Price Total Tax Profit Frequency 

1996/2 62 32.58 

32.53 

32.67 

32.24 

60.16 

60.07 

60.31 

59.59 

7.25 

7.40 

7.02 

8.17 

3 

3 

7 

2 

  32.57 

32.41 

 

60.15 

59.87 

7.28 

7.72 

2 

1 

Average  32.56 60.12 7.32 18 

1996/8 68 25.80 

26.02 

26.73 

26.44 

26.27 

61.82 

62.30 

63.81 

63.20 

62.82 

12.39 

11.68 

9.46 

10.36 

10.91 

3 

3 

8 

2 

3 

Average  26.37 63.03 10.60 19 

1997/2 68 0 7 93 19 

Average  0 7 93 19 

1997/3 68 24.38 

24.94 

25.61 

25.20 

24.99 

58.81 

60.00 

61.43 

60.55 

60.10 

16.81 

15.06 

12.96 

14.25 

14.91 

3 

3 

8 

2 

3 

Average  25.17 60.49 14.34 19 

1997/4 70 23.17 

23.22 

23.88 

23.69 

23.65 

23.54 

61.07 

61.17 

62.72 

62.29 

62.18 

61.92 

15.76 

15.61 

13.40 

14.02 

14.17 

14.55 

3 

3 

8 

2 

2 

1 

Average  23.60 62.07 14.33 19 

1998/6 70 20.46 

21.48 

54.74 

57.13 

24.80 

21.39 

3 

2 
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Year Excise Tax 
Rate 

Basic Price Total Tax Profit Frequency 

18.38 

21.48 

22.24 

20.13 

21.31 

21.23 

49.89 

57.13 

58.88 

53.97 

56.72 

56.54 

31.72 

21.39 

18.88 

25.90 

21.98 

22.23 

1 

1 

8 

1 

2 

1 

Average  21.37 56.87 21.76 19 

1999/1 70 0 7 93 18 

Average  0 7 93 18 

1999/2 70 20.80 

22.02 

18.78 

22.82 

21.92 

18.65 

55.53 

58.39 

50.81 

60.25 

58.14 

50.51 

23.67 

19.59 

30.41 

16.93 

19.94 

30.84 

3 

3 

1 

8 

2 

1 

Average  21.79 57.85 20.35 18 

1999/8 70 19.16 

19.23 

18.03 

20.62 

19.87 

17.98 

51.71 

51.87 

49.06 

55.11 

53.36 

48.96 

29.13 

28.90 

32.91 

24.27 

26.78 

33.06 

3 

3 

1 

8 

2 

1 

Average  19.77 53.13 27.10 18 

1999/13 71.5 18.10 

18.54 

17.33 

19.29 

18.92 

17.36 

17.12 

18.47 

52.40 

53.52 

50.48 

55.39 

54.47 

50.55 

49.94 

53.33 

29.51 

27.94 

32.18 

25.32 

26.61 

32.08 

32.94 

28.20 

3 

3 

1 

8 

2 

1 

2 

1 
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Year Excise Tax 
Rate 

Basic Price Total Tax Profit Frequency 

Average  18.55 53.53 27.92 21 

1999/15 71.5 20.35 58.04 21.61 1 

Average  20.35 58.04 21.61 1 

1999/16 71.5 18.47 53.33 28.20 1 

Average  18.47 53.33 28.20 1 

2001/1 75 16.29 

17.31 

17.31 

15.02 

17.09 

56.25 

59.18 

59.34 

52.49 

58.67 

27.47 

23.51 

23.35 

32.49 

24.24 

3 

1 

2 

1 

5 

  13.29 

13.29 

17.66 

17.66 

15.73 

15.41 

16.62 

15.17 

47.19 

47.30 

61.06 

60.15 

54.44 

53.47 

57.28 

53.01 

39.52 

39.41 

21.28 

22.19 

29.83 

31.12 

26.10 

31.82 

1 

3 

1 

1 

1 

2 

2 

1 

Average  16.03 55.49 28.49 24 

2001/2 75 15.54 54.25 30.20 1 

Average  15.54 54.25 30.20 1 

2001/3 75 14.87 51.65 33.48 1 

Average  14.87 51.65 33.48 1 

2002/2 75 18.11 61.51 20.38 1 

Average  18.11 61.51 20.38 1 

2007 80 12.53 

13.66 

11.85 

12.14 

12.18 

12.27 

61.51 

64.79 

58.13 

60.19 

58.88 

59.24 

25.97 

21.55 

30.02 

27.67 

28.94 

28.49 

3 

2 

1 

1 

1 

1 
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Year Excise Tax 
Rate 

Basic Price Total Tax Profit Frequency 

13.29 

13.29 

13.08 

13.12 

14.19 

62.58 

62.71 

61.73 

61.94 

65.86 

24.13 

24.00 

25.18 

24.94 

19.95 

4 

2 

1 

1 

2 

Average  13.04 62.19 24.77 19 

1999/3 71.5 19.76 

20.92 

17.84 

21.68 

20.82 

17.71 

56.57 

59.49 

51.75 

61.39 

59.24 

51.44 

23.67 

19.59 

30.41 

16.93 

19.94 

30.84 

3 

3 

1 

8 

2 

1 

Average  20.70 58.94 20.35 18 

1999/5 71.5 19.76 

20.92 

17.84 

21.68 

20.82 

17.71 

56.57 

59.49 

51.75 

61.39 

59.24 

51.44 

23.67 

19.59 

30.41 

16.93 

19.94 

30.84 

3 

3 

1 

8 

2 

1 

Average  20.70 58.94 20.35 18 

1999/6 71.5 17.71 51.44 30.84 1 

Average  17.71 51.44 30.84 1 

 



Tax policies on tobacco products in Thailand: The way forward 

35 

Table A3 : The structure of tobacco tax rate 

 
Rates 

Ad valorem 
(%) Specific Items 

 Unit Unit/Baht 
1. Shredded tobacco 0.1 10 Grams or part 

thereof 
0.01 

2. Tobacco    
   2.1 Cigarettes 85  - 

   2.2 Cigars 10 Gram or part 
thereof 

0.5 

   2.3 Other cigarettes 0.1 5 Grams or part 
thereof 

0.02 

   2.4 Blended shredded tobacco 10 Gram or part 
thereof 

0.5 

   2.5 Chewing tobacco 0.1 Gram or part 
thereof 

0.09 

 Source : the Excise Department, Nonthaburi, Thailand 

Table A4 : The simulation of total effective tax rate on RYO cigarettes 

Compared to Cigarette 

 ITEMS Shredded 
tobacco 

Blended 
shredded 
tobacco 

Cigarette 

1 Cost + Profit/Weight (Tax Base) 100.00 100.00 100.00 

2 Tobacco Tax 0.0200 10.0000 566.67 

3 Health Fund Charge 2% 0.00040 0.20000 11.33 

4 TPBS 1.5% 0.00030 0.15000 8.50 

5 Provincial Tax on Cigarette 
(1.86B)/Pack 

0 0 1.86 

6 Total Tax Burden 2 + 3 + 4 + 5 0.0207 10.3500 588.36 
Note : Assuming that shredded tobacco and blended shredded tobacco are packed in 20 gram pouch and are 
taxed at specific rate. The cigarette is levied at 85% ad valorem rate.  
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