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Based on the 2009 National Statistics Office (NSO) Survey, the current adult smoking prevalence rate in
Thailand is 20.7%, which is equivalent to 10.9 million Thai people aged 15 years old and above who were
cigarette smokers. The adult daily smoking prevalence rate is 35.5% for males (9.1 million people), 1.7%

for females (0.46 million people) and 18.1% overall (9.5 million people). Figure 1 shows that there has

been a continual decrease in the smoking prevalence rate in Thailand, with the number of current cigarette
smokers decreasing from 12.3 million smokers in 2000 to 10.9 million smokers in 2009, as well as the
number of daily smokers decreasing from 11.7 million in 2000 to 9.5 million in 2009.
Figure 1: Trends of Smoking Prevalence (1991-2009)
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Prevalence of tobacco use

The number of daily cigarettes consumed overall and by male smokers has also decreased from 12 sticks

per day in 2000 to 10 sticks per day in 2007. Although the number of daily cigarette consumed by females
has been lower than that of males, it increased from 7 sticks per day in 2000 to 8 sticks per day in 2007.

The 2007 NSO survey found that the proportion of manufactured cigarette smokers and hand-rolled

(sometimes called “Rolled Your Own”: RYO1) cigarette smokers was about 50% where around 9% smoke

both manufactured cigarettes and hand-rolled cigarettes. The remainder around 0.16-3.40% was a
proportion of cigar, pipe and other cigarette smokers. In 2009, the proportion of manufactured cigarette

smokers increased to 53.51% while the proportion of hand-rolled smokers decreased to 43.99% (Table 1).

1

RYO cigarette is cigarette made from shredded tobacco or blended shredded tobacco which can be produced from
any native tobacco varieties and non-native tobacco leaves.
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Table 1: Number and Proportion of Tobacco Smokers Aged 15 Years and Above

Type of Tobacco

Year 2000
(Number of
People)

Year 2007
%

(Number
of People)

Year 2009
(Number of
People)

%

%

Manufactured Cigarettes

5,871,721

48.99

5,002,756

46.08

5,835,327

53.51

Hand-Rolled Cigarettes
(RYO)

6,093,822

50.85

5,615,193

51.72

4,797,562

43.99

19,331

0.16

239,805

2.21

272,303

2.50

11,984,874

100.00

10,857,755

100.00

10,905,191

100.00

Other Cigarettes
Total Smokers

Source: Thailand Tobacco Control Research Center, 2009

The 2009 Global Adult Tobacco Survey (GATS) in Thailand found higher smoking prevalence compared to

NSO2: 45.6% of men, 3.1% of women, and 23.7% overall (12.5 million adults3) currently smoke tobacco;
29.6% of men, 1.1% of women, and 15% overall (7.9 million adults) currently smoke manufactured
cigarettes; 27% of men, 1.8% of women, and 14.1% overall (7.4 million adults) currently smoke hand-rolled
cigarettes. Other details are in Table 2.
Table 2: GATS Tobacco Use in 2009

Tobacco Users

Overall (%)

Men (%)

Women (%)

Current tobacco smokers

23.7

45.6

3.1

Daily tobacco smokers

20.3

39.2

2.4

Current manufactured cigarette smokers

15.0

29.6

1.1

Daily manufactured cigarette smokers

11.3

22.4

0.8

Current hand-rolled cigarette smokers

14.1

27.0

1.8

Daily hand-rolled cigarette smokers

12.4

24.0

1.4

Current smokeless tobacco users

3.9

1.3

6.3

Daily smokeless tobacco users

3.4

0.9

5.8

Tobacco users (smoked and/or smokeless)

27.2

46.4

9.1

Source: Global Adult Tobacco Survey (GATS) Fact Sheet, Thailand: 2009

2

4

The different results are probably due to the different methods used. GATS used a multistage, geographically
clustered sample design to produce nationally representative data. One individual was randomly chosen from each
selected household to participate in the survey. NSO survey used a stratified two-stage sampling method by classifying
provinces in strata. Each stratum was divided into two levels.
3 Adults are defined as persons aged 15 years and older. GATS data have been weighted to be nationally representative
of all non-institutionalized men and women aged 15 years and older. Percentages reflect the prevalence of each
indicator in each group, not the distribution across groups.
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The tobacco tax law (Tobacco Act B.E. 2509) empowers the Excise Department to set the maximum
(ceiling) retail selling price. Every time the government increases the tobacco tax, the Excise Department

would adjust the ceiling prices according to the tax increased. In practice, the actual retail prices of

domestic cigarettes are the same as these ceiling prices; however, the actual retail prices of imported
cigarettes usually are below the determined ceiling prices.

The most popular domestically-produced brand, Krongthip 90, costs THB 58.00 (USD 1.76) per pack

(July 2010), while the most popular foreign brand, Marlboro, costs THB 78.00 (USD 2.36) per pack
(July 2010). The weighted average price of one cigarette pack4 is THB 55 (USD 1.67) (April 2010). The

price of 100 packs of the most popular manufactured cigarettes as a percentage of per capita Gross
Domestic Product (GDP) is 4.49% (December 2009).

(Note: Exchange rate as of July 31st 2010: 1 USD = THB 33)
Based on the December 2009 prices of 1 kg of rice (THB 160 or USD 1.96) and 1 unit of egg (THB 3.15

or USD 0.10), this means that instead of buying one pack of Krongthip 90, a smoker could have bought
instead about 0.92 kg of rice or 1 ½ dozen (18 units) eggs, or instead of one pack of Marlboro, a family
might instead have had about 1.24 kg of rice or 2 dozen (24 units) eggs.

Southeast Asia Initiative on Tobacco Tax

Average retail price of the most popular local and imported brands

Government revenue from tobacco tax for the past twenty years
In the past, tobacco tax was the second highest source of excise tax revenue5 next to opium. When the

production and consumption of opium was banned in Thailand, tobacco tax became the most important
source of excise tax revenue. Since 1992, however, when the Thai government abolished the sales tax,

implemented VAT, and began to levy excise tax on additional products like petroleum products, automobiles,

softdrinks, etc., the importance of tobacco as a source of government revenue has declined. Currently,
tobacco tax ranks third as an excise tax revenue generator after petroleum products and alcoholic beverages.
Table 3 and Figure 2 below show government revenue and tobacco tax revenue for the past twenty years.

In 1990, tobacco tax revenue accounted for 3.37% of the total government revenue. It reached the highest

percentage of about 3.69% of the total government revenue collection in the fiscal year 2001. At present,
the proportion of tobacco tax revenue has decreased to 2.61% of the government revenue.

4

The weighted average price here is based on the share of taxable values of all cigarette brands as of April, 2010.
Almost one third of government excise revenue came from tobacco stamp duty. The Tobacco Act, B.E.2509, 2511
and 2512 provides the legal basis for such duty as well as tobacco licensing fees.

5
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Table 3: Government Revenue from Taxes on Tobacco Products, Fiscal Year (FY) 2005-2009

Year

Total Government
Revenue (Mil. Baht)

Tax Revenue from
Tobacco Products
(Mil. Baht)

The Proportion of Tobacco Tax
Revenue to Total Government
Revenue (%)

2005

1,474,420

38,193

2.59

2006

1,581,524

35,651

2.25

2007

1,703,775

41,824

2.45

2008

1,837,643

41,832

2.28

2009

1,684,297

43,936

2.61

Source: Ministry of Finance

Figure 2: Declining Contribution of Tobacco Tax to Government Coffers, FY 1990-2009

Short profile of the tobacco industry
Manufactured cigarettes have been the most popular tobacco product in the Thai tobacco industry.
Almost all of the expenditure on tobacco products is on manufactured cigarettes. The tax value share

of manufactured cigarettes is around 99% of the total tobacco excise tax revenue due to a high tax
rate on cigarettes, production cost, price, and the nature of the products, etc. It is important to note that
the share here is measured by physical unit or number of smokers. Looking at the volume of smokers,
manufactured cigarettes are smoked by about half of all regular smokers. The other half consumes
RYO cigarettes and other tobacco products.

The manufactured cigarette industry is comprised of the stated-owned Thailand Tobacco Monopoly
(TTM) and 14 private import companies. The domestic production of manufactured cigarette is

monopolized by law (Tobacco Act B.E. 2509). The Thai cigarette market opened to the world in 1992.
Since then, competition in the cigarette market has been increasing. In 2009, TTM produced around

1,400 million packages of cigarettes6 (or 28,000 million sticks) under 25 product brands. TTM owns a

market share of 79%, while private import companies, importing 21 cigarette brands, share the other
21% of the market (Figure 3). Since January 1st 2010, under the Asian Free Trade (AFTA) Agreement,

which reduced the import tariff rates on tobacco products to zero percent, there have been several new
brands entering to compete in the Thai cigarette market.
6

6

1 pack contains 20 sticks of cigarettes
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Health costs of tobacco
Smoking is harmful to the health of smokers and people around smokers (Second-hand smokers).
The Ministry of Health estimated in 2004 that 41,002 people died from smoking-related diseases.

Southeast Asia Initiative on Tobacco Tax

Figure 3: Market Structure of Manufactured Cigarette (FY2005-2009)

Leartsakulpanich et al (2007) analyzed the economic burden of smoking-related healthcare resources
consumed in Thailand in 2006. The paper estimated the direct medical costs of treating three major
smoking-related diseases: lung cancer, coronary heart disease (CHD) and chronic obstructive pulmonary

disease (COPD). In 2006 it was estimated that there were 5,299 people ill from lung cancer, 52,605

people ill from CHD, and 624,309 people ill from COPD. Their results indicate that treating only these three
smoking-related diseases in 2006 alone cost the Thailand economy around THB 9,857 million or around

USD 220 million (1 US$ = 45 baht in 2006) or 0.48% of GDP. The total costs of smoking would be much

larger if costs of all smoking-related diseases and indirect costs of smoking were added to this estimate.

This reaffirms that smoking imposes a substantial economic burden as well as a considerable public health
impact on Thai society.

Table 4: Economics Burden of Smoking-Related Disease, 2006

Average Treatment
Cost/Patient
(Baht)

Total Direct  
Treatment Cost
(Mil. Baht)

Lung Cancer

69,536.32

368.49

Coronary Heart Disease (CHD)

12,357.47

7,714.88

Chronic Obstructive Pulmonary Disease (COPD)

33,716.40

1,773.63

Disease

TOTAL ALL 3 DISEASES

9,857.02

Source: Leartsakulpanich J., Nganthavee W., and Salole E. (2007)
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Description of current tobacco tax system
The tobacco tax is an excise tax, which is administered under the Tobacco Act B.E. 2509. Tobacco tax is
imposed on several kinds of tobacco products except those produced from any native tobacco varieties.

The tobacco tax rate can be separated into two main groups: shredded tobacco and tobacco products,

which consist of 5 sub-classifications: cigarettes, cigars, other rolled cigarettes, blended/flavored shredded
tobacco, and chewing tobacco. Like other excise tax in Thailand, the tobacco tax rate structure is a mixed

system using both specific rate and ad valorem rate and applying the rate that generates a higher tax

liability. The exception is the cigarette tax rate, which is exclusively an ad valorem rate. There are different

excise tax rates for different tobacco products. The highest tax rate is levied on cigarettes at a single ad
valorem rate of 85% of the price base inclusive of tobacco tax. The tobacco tax rates which are levied on

other tobacco products are much lower than that of cigarettes. Therefore, most tobacco tax revenue, i.e.
99%, is collected from cigarettes. See Table 5 below for more details of the tobacco tax rate structure in
Thailand.

Table 5: Excise Taxes for Tobacco, Cigars and Cigarettes, 2010

Ad Valorem Rates
(%)

Specific Rate
Unit / Baht

Unit

1. Shredded Tobacco

0.1

0.01

Ten grams or part thereof7

2. Tobacco products

90
(Ceiling Rate)

3
(Ceiling Rate)

Gram

2.1 Cigarette

85

-

2.2 Cigar

10

0.5

Gram or part thereof

2.3 Other Rolled
		
Cigarette

0.1

0.02

Five grams or part thereof

2.4 Blended/Flavored
		
Shredded Tobacco

10

0.5

Gram or part thereof

0.1

0.09

Gram or part thereof

Items

2.5 Chewing Tobacco
Source: Excise Department, Thailand

7

8

“Part thereof” means if the measured amount is less than the specified unit, then it is counted as one unit. For
example, if the unit of a specific tax is 5 grams, and the part of tobacco is less than 5 grams, it is counted as 5 grams..
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Tobacco tax is applied equally to both domestic tobacco products and imported tobacco products; however,
a tobacco product is exempted from tax if it is produced from any native tobacco varieties8. For domestic

production, the taxpayer is the manufacturer of taxable objects specified in the tobacco tax law for
commercial sale. For imports, the taxpayer is the importer of taxable objects specified in the tobacco tax law

in the amount of not more than the tax exempted amount9. Tax liability occurs just before tobacco products

are removed from the factory or customs port/warehouse. The tax payment is in the form of tobacco tax
stamps affixed on the tobacco products before removing them out of the plant or import warehouse.

Tax base and tax rate
Tax rates are specified in both specific and ad valorem, and the applicable rate is whichever provides a
greater tax value. The ad valorem rate is a tax inclusive rate based on the ex-factory price (in the case

of domestic production) or C.I.F. price plus import tariff and tobacco tax (in the case of imported tobacco
product). We call this the “base price”. The specific rate is based on the weight of the tobacco product. The

Tobacco Tax Act B.E. 2509 states that the ceiling tax rate of tobacco tax is 90% for ad valorem rate and 3
baht per gram for specific rate. The applied tobacco tax rates have to be under the ceiling rate and will be

determined by the Minister of Finance. The structure of the tobacco tax rates is presented in Table 5 above.
Figure 4 below illustrates the increase in cigarette tax rate for the last 20 years. In 1991, the cigarette tax
rate was 55% of the base price. In steps, this was raised nine times to the current rate of 85% of the base

price in 2009. As the ad valorem tax rate is a tax inclusive rate, the effective tax rate was increased from

1.22 times the base to 5.66 times the base price in 2009. Therefore, the tobacco tax has increased by over
364% between 1991and 2009 and increasing more rapidly than inflation10. Tobacco tax revenue has also

Southeast Asia Initiative on Tobacco Tax

Taxpayer

increased (from 15,438 million baht in 1992 to 43,936 million baht in 2009), while the current adult smoking

prevalence rate have gradually decreased (Figure 1). However, during the same period, the tax rates on
other tobacco products have rarely been raised. The taxes on shredded tobacco and blended shredded
tobacco were increased only twice - in 1991 and 1999.

Figure 4: the Increasing in Cigarette Tax Rate (FY 1992-2010)

8

“Native tobacco varieties” means tobacco grown originally in Thailand.
Anyone who possesses shredded tobacco in the amount not more than 1 kilogram is not subject to pay tobacco tax
under the section 20 of Tobacco Tax Act B.E. 2509, while anyone who imports tobacco in the amount not more than 500
grams is not subject to pay tobacco tax under section 19 of the same Act. However, under section 4 of the Customs Tariff
Act B.E. 2469 , the Director General of Customs Department awards a custom tariff exemption for personal effects,
accompanied with the owner of tobacco in the amount not more than 250 grams (cigarettes not more than 200 sticks).
10 The CPI in 1992 was 67 and increased to 128 by 2010 due to inflation. Therefore, the general level of inflation from
1992 to 2010 was 92.38%.
9
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Tax administration
At present, the Thai Excise Department is responsible for tobacco tax administration, which is done through

an authoritative assessment system where tax officials assess the tax liability and notify taxpayers to pay

the tax amount11. Tobacco taxpayers have to pay tax by purchasing tobacco tax stamps,12 which they must

affix on their tobacco products before removing the products from the plant or customs house. Moreover,
since tobacco is considered a harmful product, the whole supply chain of tobacco products (i.e., tobacco
farming, tobacco curing or drying, tobacco shredding, tobacco selling-buying, tobacco import-export and

tobacco distribution, etc.) is controlled via a licensing system; however, the licensing system does not
control any activities related to native tobacco varieties. This exception of native tobacco varieties from the
tobacco tax administration creates a tax-loophole and opportunity to avoid tobacco tax.

Other taxes on tobacco
Aside from the excise tax, the following other kinds of taxes are levied on tobacco.
1. Import tariff is an import tax collected from imported tobacco products. The Customs Department

is responsible for collecting both import tariff and excise tax on imported tobacco for purposes of tax

administration efficiency. However, the Excise Department is responsible for administering tobacco tax on
imported tobacco products. The tariff rates are determined in the Custom Tariff Decree B.E. 2530 under

code number 24 of the Harmonized System (HS)13. The tariff rates are applied differently according to the

code, the import country, and trade agreements. The tax base of the import tariff is the C.I.F. price. The

import duty is included in the base for an ad valorem excise tax. According to the ASEAN Free Trade Area

(AFTA) Agreement, from the 1st of January 2010, import duty of cigarettes and other tobacco products

have been exempted or applied at a zero % tax rate. See Table 6 below for more details of import duties
on tobacco.

Table 6: Import Tariff of Tobacco Products, 2010

Heading

Description

Tariff Rate

24.01

Unmanufactured tobacco; tobacco refuse.

Exempted

24.02

Cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco
substitutes.

Exempted

24.03

Other manufactured tobacco and manufactured tobacco substitutes;
“homogenized” or “reconstituted” tobacco; tobacco extracts and
essences.

Exempted

Source: www.customs.go.th

11

10

The modern tax administration system, which is popularly used, is a self-assessment system. The taxpayer is the
one who has to assess his own tax liability and pay the tax according to tax amount by law. The tax official will later
randomly or systematically audit taxpayer to make sure that tax is paid correctly. This tax system is applied with
income tax, VAT, excise tax (except alcohol beverage, tobacco and playing card), custom duty.
12 According to the Tobacco Act B.E. 2509, “Tax Stamp” means tobacco tax stamp and other tax mark substituted to
tobacco tax stamp. The Minister of Finance shall have the power to allocate, change or cancel the tobacco stamp by
announcing in the Government Gazette.
13 The Harmonized Commodity Description and Coding Systems generally referred to as “Harmonized System”
or simply “HS” is multipurpose international product nomenclature developed by the World Customs Organization
(WCO).
Thailand Tobacco Tax Report Card, October 2010

cigarettes. The tax rate is currently levied at 0.093 baht per stick or about 1.86 baht per pack of 20

cigarettes. The so-called “Local Cigarette Tax” is imposed under the Provincial Local Authority (Aor Bor
Jor) Act B.E. 2540. This tax came into effect on May 1st 1999. The tax revenue is directly transferred to the
Provincial Local Authority for financially support of its operations.

3. Thai health tax is a surcharge tax at 2% of excise payable on tobacco and alcohol taxes. It was

established by the Thai Health Promotion Foundation Act B.E. 2544 (November 8th 2001). The revenue

from this Thai Health Tax is earmarked to secure funding for the Thai Health Promotion Foundation

(ThailHealth). With this funding, ThaiHealth seeks to increase public awareness on the risks of excessive
consumption of alcohol and tobacco and promote good public health in accordance with the national health
policy. The tax currently provides revenue of about USD 100 million annually.

4. Thai TV tax is another surcharge tax at 1.5% of excise payable on tobacco and alcohol taxes. This
additional payment is so-called “organization-contribution payment”. It is transferred to the Thai Public

Broadcasting Service (TPBS) to support the station’s public television operation. Revenue from the TV tax
is capped at 2,000 million baht per year. This tax came into effect on January 15th 2008.

5. Value Added Tax (VAT) is computed at 7% on the maximum retail selling price (ceiling price) determined

by the Ministry of Finance14. The maximum retail selling price is computed by including cost and profit plus

all kinds of taxes, i.e., import tariff (in case of imported tobacco), excise tax, local tax, health tax, and TV
tax, but excluding VAT itself. The Revenue Department is responsible for administering the VAT from all

Southeast Asia Initiative on Tobacco Tax

2. Local cigarette tax for provincial local authority (Local Tax) is a local specific tax on retail sale

domestic sales of manufactured and imported goods under the Revenue Code.15

Aside from all these taxes, the tobacco wholesalers and retailers have to pay income tax to the Revenue

Department. According to the Ministerial Regulation no. 134 (B.E. 2516) and No. 158 (B.E. 2526), the

law requires Thai Tobacco Monopoly (TTM) to pay income tax for all TTM wholesalers at 12.5 % of the
wholesalers’ profit and for all TTM retailers at 10% of the retailers’ profit. Profit means the difference

between selling and buying prices of TTM products and then multiplied by quantity of sold products. TTM
has claimed that the burden to pay income tax for their distributors by law creates more cost to TTM and is
an obstruction to its business competition.

14

In practice, the actual retail prices of domestic cigarettes are the same as the maximum retail selling price (ceiling
price). However, the actual retail prices of imported cigarettes usually are below the determined ceiling prices.
15 Aside from all these taxes, tobacco wholesalers and retailers have to pay income tax to the Revenue Department.
According to the Ministerial Regulation no. 134 (B.E. 2516) and No. 158 (B.E. 2526), the law requires the Thai
Tobacco Monopoly (TTM) to pay income tax for all TTM wholesalers at 12.5 % of the wholesalers’ profit and for
all TTM retailers at 10% of the retailers’ profit. Profit means the difference between selling price and buying price of
TTM products and then multiplied by the quantity of products sold. TTM has claimed that the burden to pay income
tax for their distributors by law creates more costs for TTM. It becomes an obstruction to its business competition
Thailand Tobacco Tax Report Card, October 2010
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How tobacco tax is calculated
Excise tax is calculated based on the schedule provided in Table 5 above. The ad valorem rate is a tax
inclusive rate and is calculated as in the following example outlined in Table 7.

The Tobacco Act B.E. 2509 specifies that the ad valorem rate tax is to be collected at the rate of X% of the
selling price, and it is general business practice in Thailand to quote and charge selling prices inclusive of

tax. Inclusive tax rate yields higher tax revenue to the government than the exclusive tax rate of an equal
rate. The inclusive tax rate therefore means the tax rate that is computed on the tax base inclusive of the tax

itself, while the exclusive tax rate means the tax rate that is computed on the tax base exclusive of the tax.
Figure 5 below shows the relationship between inclusive tax rates and the equivalent exclusive tax rates.
Figure 5: The Relationship of Inclusive Tax Rates and the Equivalent Exclusive Tax Rates

Assuming a domestic manufactured cigarette has a cost plus profit of 6 baht per pack, it will be levied a tax

inclusive rate of 85%. Therefore, the excise value is equal to 566% of the cost plus profit (85% / (100% 85%)) or 566% * 6 = 33.96 baht. The ex-factory price thus equals 39.96 baht per pack. In case of imported

cigarettes with a C.I.F. price of 6 baht, if the import tariff is 5% of C.I.F. price, the import tariff value is equal

to 5% * 6 = 0.30 baht. The excise value is equal to 566% of the C.I.F. price plus import tariff or 566% * 6.30

= 35.66 baht. If the import tariff is higher, the tobacco tax for imports will be higher than that of the domestic
ones even if they have the same price. In 2010, tariff rates for all AFTA-imported tobacco products are at
zero percent.

Looking at another example, tobacco tax for blended shredded tobacco is 10% ad valorem or 0.5 baht per

gram. Assuming the ex-factory price (inclusive of tax) of the blended shredded tobacco is 60 baht per 20
grams, the tax value calculated by an ad valorem rate would be 60 * 10% = 6 baht per 20 grams or 0.30
baht per gram, while the tax value calculated by a specific rate would be 0.5 * 20 = 10 baht per pack of 20

grams. Therefore, the applied tax rate is a specific rate of 0.5 baht per gram. In this case, if the blended

shredded tobacco is sold at ex-factory price of more than 100 baht per 20 grams (inclusive of tax), it will be
subject to an ad valorem tax rate of 10%. If it is sold at less than 100 baht per 20 grams (inclusive of tax),
it will be subject to the specific rate at 0.5 baht per gram. The value of ex-factory price hence determines
which tax rate will be applied. Adding the cost, profit, excise tobacco tax, and other taxes (i.e., Local Tax,
Thai Health Tax, Thai TV Tax, and VAT) will result in the retail sale price (RSP) of cigarettes.

12
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Domestic products:

Retail Sale Price = Cost+Profit+Tobacco Tax+Local Tax+ThaiHealth Tax + TV Tax + VAT
Imported products:

Retail Sale Price = C.I.F.price + Profit + Import Tariff + Tobacco Tax + Local Tax
+ ThaiHealth Tax + TV Tax + VAT

Table 7 shows the computation of tobacco tax values (tax burden16) for domestic and imported cigarettes.

The value of tobacco tax depends very much on the tax rate and the declared tax base (C.I.F. price and
Ex-factory price). If the tax base is underdeclared, the tax value would be lower.

Table 7: Tobacco Tax Computation (This computation uses the assumed figures.)

Item

Domestic Manufactured
Cigarettes

Imported Cigarettes

1. C.I.F. price (Baht/Pack)

6

2. Import Tariff (AFTA case: 0%)

0

3. Tax Base
		 - Cost + Profit
		 - C.I.F. + Import Tariff
4. Tobacco Excise Tax (85%)
5. Tax Base + Excise Tax
		 - Ex-Factory Price (Baht/Pack)
		 - C.I.F. Price + Tariff + Excise Tax
6. Tobacco Excise Tax

6
6*(85% / (100%-85%)
6* 566.66% = 34
6+ 34 = 40

6
6*(85% / (100%-85%)
6* 566.66% = 34

6+34 = 40

40*85 % = 34

39.96*85 % = 34

7. Local Tax (1.86 Baht/Pack)

1.86

1.86

8. Thai Health Tax (2% of Excise Tax)

0.68

0.68

9. TV Tax (1.5% of Excise Tax)

0.51

0.51

37.05

37.05

60

80

60* 7%/ (100%+ 7%) = 3.93

80* 7%/ (100%+ 7%) = 5.23

40.98

42.28

100*34/60 = 56.67

100*34/80 = 42.50

100*40.98/60 = 68.29

100*42.28/60 = 52.85

10. (6+7+8+9): Baht/Pack
11. Maximum Retail Sale Price
		 (Ceiling Price): Baht/Pack
12. VAT (7%) of 11
13. Total Tax (10+12):Baht/Pack
14. Excise Tax/ 11 (%)
15. Total Tax/11 (%)

Southeast Asia Initiative on Tobacco Tax

The following formula is used:

When comparing the cigarette tax burden to the retail price of cigarette, Thailand’s total tax incidence17 on

cigarettes meets the World Bank yardstick; namely, value of the cigarette excise taxes should account for
two-thirds to four-fifths (66% to 80%) of the cigarette Retail Sale Price (RSP)18. Using the weighted average

tobacco tax and the weighted average cigarette price as of April 2010, the average total tax incidence of
Thailand is 69% of the retail price while the average tobacco excise tax incidence is 57% of the retail price
(Table 8).
16

Tax Burden means the absolute amount of a tax value (tax rate * tax base) or a tax liability that the taxpayer has to
pay to the government agency.
17 Tax Incidence means an indicator for how heavily cigarettes are taxed by comparing tax burden/tax value to the
retail sale price of cigarette.
18 World Bank (1999)
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Table 8: Cigarette Tax Burden and Tax Incidence

Weighted
Average

Most Popular
Local Brand

Most Popular
Import Brand

Cigarette Excise Tax Burden (Baht/Pack)

32

34

33

Total Tax Burden on Cigarette (Baht/Pack)

39

41

40

Retail Sale Price (RSP) of Cigarette (Baht/Pack)

56

58

60

Cigarette Excise Tax Burden/RSP %

57

58

55

Total Tax Burden/RSP %

69

70

67

Item

Note: Author’s calculations using April 2010 data and weighted average on tobacco excise tax value.

To demonstrate the structure of the retail sale price of cigarettes, we need to calculate the proportion of

each tax burden, the tax base, and assume that the remainder is gross sale profit (Figure 6). We can see
that the tobacco excise tax burdens are different if the tax bases of cigarettes are different. The lower the
tax base is, the lower the tobacco tax burden and tax revenue will be. This is the main drawback of the ad

valorem tax rate system, under which taxpayers have incentives to under-declare their tax base in order
to reduce tax liabilities. The ad valorem rate therefore encourages price wars and a trading down effect19.
Figure 6: Composition of Cigarette Retail Sale Prices

The process for tobacco tax to be imposed and increased
In imposing tobacco taxes, the excise department initially proposes a draft of the Royal Decree, Ministerial

Regulation, and Notification of the Ministry of Finance to the Ministry of Finance (MOF). If the MOF approves
the proposed draft, it then submits the draft to the Secretariat of the Cabinet. The Secretariat of the Cabinet
submits the draft for the Cabinet’s approval. The approved draft is further submitted to the Council of State

to finalize the draft. The finalized draft of a Royal Decree is approved and signed by the King in order to

become a royal decree. The Secretariat of Cabinet publishes the Royal Decree in the Royal Gazette. The
finalized draft of a Ministerial Regulation and Notification of the MOF is signed by the Minister of Finance
and is published by the Secretariat of Cabinet in the Royal Gazette.
19

14

Trading down effect (Downgrading Effect) is a phenomenon in business strategy of manufacturers/taxpayers
switching (down trading) from higher price and higher quality (high-grade) products to lower price and lower quality
(low-grade) products in order to lower their tax burden by undermining the tax base. Since the ad valorem rate taxes
impose higher tax burden on more expensive brands than on cheaper competitors, they distort the operation of the
market (ITIC 2005 p. 11).
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It is well known among tobacco control economists that tobacco excise tax increase is one of the most
effective ways of reducing tobacco consumption. Excise tax increase works via increasing the cost for

tobacco producers. The tobacco producers therefore push the tax burden to the consumers via increases in
the retail sales price of tobacco products which in turn decreases tobacco consumption. Therefore, higher

taxes increase the retail sale price, thereby reducing the demand for tobacco. In the case of Thailand, the

continuous increases in taxation on cigarettes, nine times during period 1991-2009, have raised tobacco
tax revenue and the nominal price of cigarettes (Figure 7), while at the same time decreased the quantity of
tax-paid cigarettes (Figure 8)21. Since January 1st 2010, cigarettes in Thailand can be classified based on

their retail prices into 3 groups: Premium (price > 60 baht/pack); Standard (SDT) (price in between 45-60
baht/pack); and Economy (price < 45 baht/pack).

Figure 7: A Trend of Cigarette Tax Increases and Increases of Cigarettes Nominal Price (FY 1992-2010)

Southeast Asia Initiative on Tobacco Tax

Tobacco Affordability in Thailand20

Figure 8: Quantity of Tax-Paid Cigarette and Cigarette Tax Revenue, FY1992-2009

20 The affordability study will draw measures from Blecher and Walbeek’s (2009) Microsoft Excel will be used to run

the analysis. More discussion on affordability issue see E.H. Blecher, and C.P.Van Walbeek, An international analysis
of cigarette affordability (2009) and International Tax & Investment Center (ITIC) and Oxford Economic Forecasting,
The affordability of cigarettes in ASEAN countries: implication for tax policy February 2005 (ITIC 2005).
21 Although the tobacco consumption behavior is addictive, econometric studies have shown that a 10% increase in
real price (i.e., inflation adjusted) of cigarettes reduces cigarette consumption by 4 % in high income countries and by
between 4-8 % in low and middle income countries. For Thailand case, Sarntisart (2003) estimated that price elasticity
of demand is -0.39 and income elasticity of demand is 0.7.
Thailand Tobacco Tax Report Card, October 2010
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However, according to the law of demand, people change behavior (e.g. smoking) not only due to price

changes but also income changes. If cigarette price increases but the income of a smoker increases more

than that of the price, cigarettes are more affordable and tobacco consumption remains high. Affordability22 is

a key economic factor that determines consumption demand. It considers price and income simultaneously.

The consumption of tobacco is expected to be higher in countries where tobacco is more affordable23.

Government and policy makers therefore should consider tobacco taxes and tobacco prices together with

income, not just nominal cigarette prices. Moreover, affordability is also a useful comparison for cigarette
cost in different countries over time. A number of papers on affordability have tried to establish a more
realistic measurement of affordability of cigarettes. This paper computes the measurement of affordability

following the paper of Blecher and Walbeek (2009). Their paper defined cigarette affordability as the
percentage of per capita GDP required to purchase 100 packs of cigarettes. The resulting percentage is
called the “Relative Income Price (RIP)”. The higher the RIP, the less affordable cigarettes are, and vice

versa. Figures 9 and 10 display RIP and trends in the nominal prices and real prices of three popular
cigarette brand classes (Premium (Pre), Standard (Std) and Economy (Econ)) in the period 2001-2010.
Figure 9: RIP of cigarettes in Thailand (2001-2010)24

Figure 9 shows downward trends in the RIP of the three classes of Thai cigarettes for the period of 20012010. The slightly declining trends of RIP mean that cigarettes in Thailand have become more affordable

over the years despite several increases in cigarette tax. A decrease in RIP (i.e., increasing cigarette
affordability) is usually the result of either higher overall inflation or higher economic growth that takes place

more rapidly than the increase in cigarette prices. The World Bank and World Health Organization (WHO)
have recommended that the price of all tobacco products should rise by at least 5% per year in real terms

(i.e., over and above inflation). Figure 10 shows the increasing trends of both nominal and real prices of
the three classes of Thai cigarettes. We can see that the real prices of cigarettes have been increasing

but less than the nominal prices. The increases in excise cigarette tax rates affected nominal prices of

cigarettes to increase more rapidly than real prices of cigarettes. Moreover, increases in nominal and real

prices of premium cigarettes were higher than that of standard and economy cigarettes. This means that
the affordability of cigarettes in Thailand is driven by income growth.
22

16

Affordability refers to the ability of an individual to purchase a product. It is sometimes defined as the price of a
product relative to the income of the (potential) consumer. This means people change their behavior, not because
cigarettes are expensive or cheap, but because cigarettes becoming more or less expensive to the buyer.
23 For example, in low-income countries cigarettes are often less affordable, even though they are generally cheaper
in absolute terms, than in high-income countries. The reason is because the relative price to income is higher in lowincome countries than in high-income countries.
24 The 2010 data was last updated in April 2010.
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In addition, this paper computes the relative prices of cigarettes to the prices of other necessary commodities
(such as rice and eggs) and the minimum wage rates in order to further analyze the affordability of
cigarettes over time. The results are illustrated in Figures 11 to 12 below. We can see that the prices of

cigarettes relative to the prices of eggs have been increasing, while the relative prices of cigarettes to rice

are mixed: Premium cigarettes are now more expensive compared to rice, while Standard and Economy
class cigarettes are still much cheaper than rice.

Southeast Asia Initiative on Tobacco Tax

Figure 10: The nominal and Real Prices of 3 Classes of Cigarettes (2001-2010)

Figure 11: Price Relative to 1 Kg of Rice (2001-2010)

Figure 12: Price Relative to 12 Eggs (2001-2010)

Thailand Tobacco Tax Report Card, October 2010
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Figure 13 displays the increasing trends of percentages of cigarette prices to the daily minimum wages in
Bangkok Metropolitan area during year 2001-2010. While this result implies that the prices of cigarettes

have been increasing more rapidly than the increase in minimum wages, it also shows that cigarettes
remain very affordable, requiring only a few hours of work to be able to buy a pack of cigarettes.
Figure 13: Cigarette Prices as Percentage of the BKK Minimum Wage (2001-2010)

The impact of tobacco tax on public health and revenue
In studying the fiscal and public health impact of tobacco taxes, we use a simulation model introduced

by Walbeek (2009)25. The model estimates the quantitative impact of an excise tobacco tax change on

a number of variables: retail sale price of cigarettes, cigarette consumption, smoking prevalence, excise
tobacco tax revenue, industry revenue, etc. The price elasticity of demand (ε(p)) value of -0.39 is based

on Sarntisart (2003) in line with the World Bank’s estimation that ε(p) in low-income and middle-income

countries lies between -0.4 to -0.8. The value of ε(p) influences the relative size of the public health and

fiscal benefits of an excise tax increase. For a given excise tax change, the fiscal benefit is greater and the
public health benefit is smaller if ε(p) is less elastic and vice versa.
The initial inputs used are the following.
(1)

Retail sale price (RSP) of STD cigarette: 58 baht/pack (January 2010)

(3)

Excise tax burden and other taxes (not including VAT): 63% of RSP

(2)
(4)
(5)
(6)
(7)
(8)
(9)

Excise tax rate: 85% of base price or 30 baht/pack

Excise tax revenue and other tax (not including VAT): 62.1 billion baht
Value added tax (VAT): 7% of RSP

VAT revenue in one year: 6.4 billion baht (year 2009)
The price elasticity of demand: (ε(p)): -0.39

Consumption: 1,700 million sticks (year 2009)

Smoking prevalence: 20.7%, 10.9 million people (NSO year 2009)

(10) Adult population (15 years and above): 52.7 million people (2009)

(11) Percentage of decrease in consumption attributed to decrease in smoking prevalence: 40%		
(Assumed Figure)

(12) Percentage of lives saved due to quitting 35% (Assumed Figure)
25 For the impact study Walbeek’s (2009) online model will be used to run the analysis. This online model is available
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at http://www.commerce.utc.ac.za/TETSiM. This simulation model requires the following inputs for its fiscal impact
analysis: excise tax amount as a percentage of the retail price, VAT, an estimate of the price elasticity of demand,
the percentage increase in the excise tax, and the percentage increase in the net-of-tax price. Additionally, the model
requires additional inputs (smoking prevalence and smoking intensity, etc) to analyze the impact of taxes on public
health.
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Inputs/Outputs

Inputs:
- Initial excise tax burden and other
taxes (not including VAT)/RSP (%)
- Initial total tax burden
(including VAT)/RSP (%)
- Initial RSP (baht/pack)
- Consumption (Mil. Packs)
- Total Revenue (Mil. Baht)
- Percentage change in excise tax
- Percentage change in net-of
tax price (%)
Outputs:
- Excise tax burden and other taxes
(not including VAT)/RSP (%)
- Total tax burden
(including VAT)/RSP (%)
- RSP (baht/pack)
- Consumption (Mil. Packs)
- Total Revenue (Mil. Baht)
- Number of people quitting
- Number of lives saved from 		
premature death
Percentage change in
Retail price
Cigarette consumption
Smoking prevalence
Excise tax + and other taxes
(not including VAT) revenue
Total revenue
Industry revenue

(1)

(2)

(3)

(4)

(5)

(6)

63.0

63.0

63.0

63.0

63.0

63.0

69.5

69.5

69.5

69.5

69.5

69.5

58.0
1,700
68,568
10
10

58.0
1,700
68,568
20
20

58.0
1,700
68,568
30
30

58.0
1,700
68,568
10
15

58.0
1,700
68,568
10
5

58.0
1,700
68,568
20
25

63.0

63.0

63.0

62.1

63.9

62.2

69.5

69.5

69.5

68.6

70.5

68.7

63.80
1,638
72,674
162,075
56,726

69.60
1,584
76,647
309,416
108,296

75.40
1,535
80,509
443,945
155,381

64.75
1,629
72,361
187,034
65,462

62.85
1,647
72,996
136,726
47,854

70.55
1,575
76,345
332,165
116,258

10
-3.6
-1.5
6.0

20
-6.8
-2.8
11.8

30
-9.7
-4.1
17.4

11.6
-4.2
-1.7
5.4

8.4
-3.1
-1.3
6.6

21.6
-7.3
-3.0
11.2

6.0
6.0

11.8
11.8

17.4
17.4

5.5
10.2

6.5
1.8

11.3
15.8
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Table 9: The Result of a Simulation of Single Price Model

The results of the simulation model are summarized in Table 9. The simulation results are dependent very much on
the initial and assumed parameter values. In this paper, we assumed 6 different scenarios of inputs for the change
in excise tax on tobacco and the change in net of tax price. However, they provide the same general conclusions
for a wide range of parameter values and for all ε(p) values. First, an increase in excise tax on cigarette increases
RSP, tax incidence and decreases cigarette consumption and smoking prevalence. The more elastic/responsive
the cigarette demand to a price change, the greater the effect will be. Second, an increase in the excise tax will
increase excise revenue and the total government revenue (excise tax + VAT). Third, the change in tax incidence
also depends on the relative percentage change in excise tax and that of industry price. Fourth, an increase in the
excise tax has obvious fiscal benefit and public health benefit; it increases the number of people quitting and the
number of lives saved from premature death due to tobacco use. Lastly, the assumption that the tobacco industry
does or does not change the net-of-tax price(industry price) in response to an excise tax change affects other
variables such as tax incidence, cigarette consumption, government revenue, smoking prevalence and the industry
revenue. If the industry passes the increase of excise tax burden to consumers by increasing the retail sale prices
(RSP) more than the excise tax increase, the smoking prevalence and cigarette consumption would decrease by a
greater percentage. Although tax increases would reduce cigarette consumption, industry revenue will still increase.
If the industry reduces the net-of-tax price, it can mitigate the decrease in cigarette consumption and undermine the
public health and fiscal benefits of an excise tax increase. It comes at a cost of a significantly larger reduction in
industry revenue.26
26 It

is recommended in Walbeek (2009) that the industry has more incentive to increase their prices when faced with
an increase in a specific excise tax than that of an ad valorem tax. The paper suggests to policy makers to use a specific
tax rather than an ad valorem tax to reduce tobacco consumption.
Thailand Tobacco Tax Report Card, October 2010
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The scenarios 1-3 indicate that the same percentage changes in excise tax and net of tax price would provide

the same ratios of excise burden and total tax burden on RSP. However, the higher the excise tax, the

higher the tax impact will be on reducing cigarette consumption, increasing RSP, increasing total revenue,
increasing the number of people quitting and number of lives saved from premature death. Differences in
percentage change in excise tax and net of tax price generate different results in the ratios of excise tax

burden and total tax burden on RSP and the values of RSP. Scenario 4 and 6 present examples of when
the industry passes the excise tax burden increase to consumers by increasing the RSP (15%, 25%) more
than the excise tax increase (10%, 20%). Scenario 5 presents another example of the industry increasing

the net of tax price less than the increase of excise tax to mitigate the increase in RSP and decrease in
cigarette consumption.

Figure 14 shows the actual impact of tobacco tax increases on tobacco tax revenue and smoking prevalence

rate in Thailand between the years 1991-2009. Over the years, the cigarette tax rate was raised from 55%

to 85%, and the government still generated more government revenue and at the same time reduced
smoking prevalence rate.

Figure 14: The impact of tobacco tax on tobacco tax revenue and smoking prevalence (1991-2009)

Other Impacts
Increasing consumption for low-priced cigarettes (down trading effect)
Since the excise cigarette tax is the ad valorem type, the higher tax rates are, the higher the tax burden is on
more expensive brands than on cheaper ones. The increment of cigarette tax rates over the years therefore

encourages producers, importers and consumers to trade down to lower prices and lower quality cigarettes,
undermining the tax base. There is an increasing trend in the consumption of standard cigarettes and
reducing consumption of Premium cigarettes as can be seen in Figure 15 below. After the recent increase

in cigarette tax rate in 2009 (80% to 85%), in 2010 there are some new low-priced cigarette brands from
domestic manufacturers and importers entering the market such as Shoot, SMS, Lite up, Texas 5, Nice and,

Break. These low-priced brands are all priced below 40 baht per pack and expanded their market share
quite fast.
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Consumption shift from manufacture cigarettes to hand-rolled cigarettes
As mentioned above, the NSO survey shows that the proportion of RYO smokers is about 50% of
total tobacco adult smokers (Table 1). The reason behind the considerable share of RYO consumption

probably is the tax differential between manufactured cigarettes and other tobacco products. Given that

the government has increased the excise tobacco tax mainly on manufactured cigarettes between 1992
and 2010, the tax burden and the retail sale price (RSP) of manufactured cigarettes are much higher than

that of other tobacco products (Table 9). Tobacco consumption has therefore down-traded by shifting from

manufactured cigarettes to other similar substitute- lower price products, especially RYO28. Future studies
on the RYO market and the quantity of RYO consumption are required in order to effectively tackle this
problem.Table 10: Comparison of Tobacco Tax Rates, Tax Burden and RSP for
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Figure 15: Market Share Structure of Manufactured Cigarettes27 (2000-2009)

Manufactured and RYO Cigarettes

Ad Valorem
Rate (%)

Specific Rate

Excise Tax Burden
(Baht per 20 grams)

RSP (Baht/
Pack)

85

-

30

55

-Shredded Tobacco

0.1

1 baht/kg

0.02

3-5

-Blended/Flavored
Shredded Tobacco

10

500 baht/kg

10

n.a.

0

0

0

n.a.

Type of Cigarette
Manufactured
Non-Native RYO

Native RYO

Note: 1. Assuming that 1 pack of cigarette weighs 20 grams.
2. Retail sale price (RSP) of manufactured cigarette is the weighted average price.

Illicit trade
Estimating the size of illicit trade is very challenging as data is hard to collect, and the projection methodology
of illicit trade has its limitations. Joossens, Merriman, Ross and Raw (2009) reported that 11% of Thailand’s

total cigarette sales in 2005 was illicit, equivalent to 5 billion cigarettes that year and THB 4.2 billion (USD
108 million: 1 USD in 2005 = 38.9 THB) in lost government revenue. In another study, Pavanannunt (2010)

estimated that the level of tax-free manufactured cigarette consumption in Thailand between 2004 and
2006 would be around 10% of total cigarette consumption (242 million packs), resulting in an annual loss
of tobacco tax revenue of THB 4.5 billion based on 2002 prices.

27

From presentation of Philip Morris (Thailand), Ltd. Tobacco Tax Policy (2010)
The most popular size of RYO cigarette pack sold in the market is 20 gram plastic pouch. It is set a retail price at
5 baht per pack. The cost of production and tax burden are around 3 baht. The profit margin is constant at 2 baht per
pack (More detail in Visaruthvong (2009).

28
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The current tax rates (85%) on cigarettes may encourage illicit cigarette trade. Since tax represents a
relatively large share of cigarette retail price (69%), obtaining cigarettes tax-free and selling them for their
full price represents a considerable profit margin (39 baht/pack). Higher cigarette taxes also encourage

consumers to switch from legitimate sources to contraband and counterfeit tobacco due to cheaper prices29.

In particular, Thailand’s geography has several borders closely linked with Lao PDR, Cambodia, Myanmar,
and Malaysia, and it is hard to completely control all inward and outward border activities. The large

differences in retail sale price of cigarettes among these countries provide high incentives for smuggling
across borders.

Conclusions and policy recommendations
High tobacco excise taxes and prices have obvious public health and fiscal benefits. They encourage
smokers to smoke less or to quit, as well as discourage smoking uptake by youths, thereby reducing

smoking prevalence and increasing the number of lives saved from premature death due to tobacco use. In

addition, there is increased tax revenue for the government, as well as savings from treatment of tobaccorelated diseases. The government should therefore consistently impose higher excise taxes on tobacco in

order to effectively control tobacco use and also generate additional government revenue. Specifically, the
government should:

1. Include native tobacco varieties in the tobacco tax system and treat them as other types of tobacco.
2. Regularly increase tobacco tax rates so that the real retail sale prices of tobacco continuously increase
higher than the inflation rate (increase of at least 5% over and above the inflation rate each year,
as recommended by WHO) and higher than the income (GDP) growth rate, thereby reducing their
affordability over time.

3. Reduce the gaps in cigarette tax rate across all tobacco products by increasing tax rates on other

tobacco products at high progressive rates to prevent substitution among tobacco products. The target
is to have a unitary tax rate for all kinds of tobacco products.

• In the short run, restructure the tobacco tax rates to be a mixed rate of ad valorem rate (% of RSP)

plus specific rate (baht per stick/gram). The specific rate works as the floor or minimum price and is
needed to be annually adjusted by Consumer Price Index (CPI).

• In the long run, restructure tobacco tax rates to be a specific unitary rate for all kinds of tobacco
products. The specific unitary rate should be automatically indexed with CPI.

4. Reform tax policy and tobacco tax administration to be the same for all taxpayers, both domestic
producers and importers.

5. Increase the tax enforcement budget, upgrade the tax IT system and data base, and reform the tobacco

tax administration system (including increasing penalty rates, adopting a self-assessment system and
post-audit, etc.) to counter illicit tobacco trade. This may involve amendments to the Tobacco Tax Act.

6. Harmonize the Thai tobacco tax system with the regional tax system (both tax policy and tax administration)
by 2015 to support the ASEAN Economic Community (AEC) and coordinate the enforcement scheme to
control illicit trade among ASEAN member countries.
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