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ABSTRACT

The study analyzes the major problems and policies confronting Thailand with respect
to the present-day tobacco issues and highlights the importance of understanding the
role of political and economic factors which affect both the demand for and the supply
of tobacco products. This study explores the political economy of the US policy on
exports of cigarettes that led to trade sanctions and the opening of markets in many
Asian countries including Thailand in the late 1980s.

Although the US trade representative failed to pressure Thailand to open its
market to the same degree as it did in other countries, it has much influence on an
increase in tobacco consumption in Thailand. Smoking prevalence rate which
gradually declined in all surveys from 1976 to 1988 did increase in a 1991 survey.
Although the survey in 1993 reported a declining number of smokers and smoking
prevalence rate for the whole country, total consumption and per capita consumption
still continued on the rise in 1993 and 1994 while imports of foreign cigarettes were
also on the increase.

The majority of Thai smokers still use traditional hand-rolled cigarettes. For
those smoking manufactured products, the study found a substantial increase in per
capita consumption over the past three decades. The prevalence of foreign cigarettes
in the market is apt to induce people to take up the habit as a result of their
perceptions of status associated with smoking foreign cigarettes. For those who
cannot afford high prices of legally imported products, they may turn to use
contrabands or smoke more local products instead. The empirical results show that an
increase in a number of foreign cigarette smokers also has a statistically significant
effect on an increase in domestic sales.

The tobacco industry made up approximately 10 percent of government
revenue in the early 1960s. It declined to 3.9 percent in 1994, still constituting a
favorable contribution to government coffers. At the same time, smoking is costly to
society and is too great a problem to be left to the health sector alone. Statistics of
smoking-related illnesses in Thailand have been on the rise and that will result in an
increase in costs of smoking in the near future.

The costs of smoking can be reduced by strict control of the tobacco industry,
antismoking legislation, health education, and pricing policy. Some of these measures
have been better implemented in Thailand compared to many developed countries.
The production and sales of tobacco products is under the control of the Tobacco Act
of 1966. The two major tobacco control laws have also been in effect since 1992. It
is necessary that the government pay more attention to pricing policy. Since price is a
significant determinant of sales and the study found a decrease in the real value over a
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smoking control at present is to determine the ‘right prices’ for these products. In this
study, several optimal tax models are developed under varying assumptions of market
structure. The simulation results suggest that there is still an opportunity for the
government to yield both health benefits and favorable increases in tax revenue at the
same time. Although there can be no definitive answer for the optimal tax level at this
time due to lack of data, it is, however, suggested that an optimal tax could be higher
than the present level.

Thailand is at the crossroads with respect to the direction and development of
its tobacco industry. Tobacco is not simply an economic issue. It is a dangerous
substance that requires regulation. The contradictory policy of having the tobacco
monopoly as an important source of government revenue as well as a policy to
discourage smoking at the same time has put the government in a difficult position.
At present, Thailand already has a vital weapon against tobacco use, i.e., the two
major tobacco control laws. Only if the government seriously implements a firm
policy to reduce smoking, and only if Thailand Tobacco Monopoly follows the
Cabinet instruction on March 6, 1990, as well as its own policy to support the
Ministry of Public Health on antismoking campaigns, can it be expected that smoking
in Thailand will decrease in the near future.

KEYWORDS: Bertrand prices, optimal taxation, price elasticity of demand, revenue
maximization, simulation
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SUMMARY AND CONCLUSIONS

Various national surveys found that smoking prevalence rates in Thailand
steadily declined from 1976 to 1988 but increased in a 1991 survey. Although the
survey in 1993 reported a declining number of smokers and smoking prevalence rate
for the whole country, this study found some interesting results. Total consumption -
and per capita consumption still continued on the rise in 1993 and 1994 while imports
of foreign cigarettes were also on the increase.

Tobacco has long been a major controversial issue and has always had strong
influence in all levels of the politics of many countries. The World Health
Organization has been campaigning against tobacco for almost three decades. In
1992, the World Bank also articulated a formal policy not to support tobacco
production. Despite widespread concern about health hazards and socio-economic
costs, leaf tobacco and manufactured tobacco products are likely to continue to be of
considerable importance to several countries both in developed and developing
regions.

The US trade policy is inconsistent with its domestic health policy. US
tobacco companies have been aggressively marketing tobacco products worldwide as
a consequence of dwindling sales at home. They would have never gained a foothold
in Japan, Taiwan, South Korea and Thailand without the total support of the US
government. The consequence of liberalization of trade on tobacco products is an
increase in the morbidity and mortality associated with smoking. Tobacco
consumption has been increasing and is a major health problem in many countries at
present.

Although the US trade representative failed to pressure Thailand to open its
market to the same degree as it did in other countries, it has much influence on an
increase in tobacco consumption in Thailand. The prevalence of foreign cigarettes in
the market is apt to induce people to take up the habit as a result of their perceptions
of status associated with smoking foreign cigarettes. For those who cannot afford
high prices of legally imported products, they may turn to use contrabands or smoke
more local products instead. The empirical results show that an increase in a number
of foreign cigarette smokers also has a statistically significant effect on an increase in
consumption of domestic products.

Theoretically, a monopoly is considered to cause welfare loss to society. In
the case of tobacco products, a deadweight loss could turn out to be a social gain.
Tobacco is a dangerous substance that requires regulation. It is obviously more
difficult to reduce consumption if the products are sold in a competitive market.
Because cigarettes are addictive and because of a lack of information. it is easy for
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young people to become addicted. For these products, trade liberalization can only
lead to a reduction of overall social welfare.

In truth, production and sales of tobacco are irresponsible in health terms.
However, as long as multinational tobacco companies (MTCs) have made aggressive
attempts to expand their products in world markets, a more rational view towards this
industry should be that a certain portion of the domestic tobacco industry be allowed
to remain. The advantages of a state monopoly are shown to outwei gh those of
competitive markets in this case because, in principle, a state monopoly is a more
flexible instrument of economic policy than private business. It can be managed to
meet governmental objectives more easily.

[t should be made clear, however, that the main point in having a state tobacco
monopoly is not to generate the government revenue, but to allow the government to
have total control over the products that are known to do more harm than good to
society. Unlike MTCs and other private businesses, Thailand Tobacco Monopoly
(TTM) is a state-owned enterprise. It is expected that the government will give first
priority to the health of the public rather than its wealth from the tobacco business. [t
would be much more difficult to control the level of consumption if cigarettes are sold
in a more competitive market as already experienced in many Asian countries.

The Thai tobacco industry made up approximately 10 percent of government
revenue in the early 1960s. It declined to 3.9 percent in 1994, still constituting a
favorable contribution to government coffers. At the same time, smoking is costly to
society and is too great a problem to be left to the health sector alone. Despite a
decade of strong antismoking campaigns, many people still have not given up this
harmful habit. Statistics of smoking-related illnesses in Thailand have been on the
rise and that will result in an increase in costs of smoking in the near future.

The costs of smoking can be reduced by strict control of the tobacco industry,
antismoking legislation, health education, and pricing policy. Some of these measures
have been better implemented in Thailand compared to many developed countries.
The production and sales of tobacco products is under the strict control of TTM and
the Excise Department. The two major tobacco control laws have also been in effect
since 1992. It is necessary that the government pay more attention to pricing policy.
The Tobacco Act has given the government monopoly power to set the price of all
tobacco products. Since price is a significant determinant of sales and the study found
a decrease in the real value over a period of time, it is suggested that the price of
cigarettes be adjusted to keep pace with an increase in inflation so that the real value

of retail price does not fall.

Cigarette excise tax is considered one of the most effective tools to reduce
consumption. However, it is said to be distributionally regressive because it places a
heavier burden on lower-income families. In Thailand, the majority of smokers
particularly in rural areas still use traditional hand-rolled cigarettes, increases in taxes
and prices of only manufactured cigarettes will have no effect on them. On the other
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hand, cigarette tax could be considered socially progressive in terms of the effect on
health because poor smokers are more responsive to price changes. It is believed that
higher taxes will encourage more people to quit. Greater benefits will also be gained
by young people in particular from stopping or not starting to smoke.

As for fairness, however, the regressive feature of tobacco tax could be
balanced by increasing other benefits for smokers. A substantial portion of cigarette
tax revenues should be used to finance health education and anti-tobacco activities
(e.g., antismoking campaigns, smoking prevention and cessation, etc.). Tobacco tax
should also be used to help some tobacco farmers get out of this business. Since the
financial success of TTM has been made in part at the expense of tobacco growers, it
is unlikely that they will be able to sell their products to leaf exporters at much higher
than regulated domestic prices.

Cigarette smuggling and illegal consumption can be mitigated by changing
attitudes of smokers, better law enforcement and higher penalties. Without law
enforcement improvement, a high cigarette tax is likely to induce more smuggling and
too high a tax could induce substantial loss in potential government revenue.
[ncreasing penalties also help discourage both illegal activities. Since increasing
enforcement requires a substantial resource cost, a large portion of the tobacco tax
should also be allocated for such activities.

In the past, Thailand used to have a special excise tax on cigarettes called
“contributions to education and public health’. It would be useful to bring back such a
tax again. A policy like ear-marking could help simplify analysis of public programs
on tobacco consumption control by encouraging government spending on activities
that would directly reduce both tobacco consumption and smuggling.

Similar to what was found in the study of Papua New Guinea (Chapman and
Richardson, 1990), tobacco consumption in Thailand is more responsive to price
changes than found in many studies of developed countries. The empirical results
suggest that both a decrease in real prices of domestic cigarettes and an increase in
real income have a statistically significant effect on the expansion of sales of domestic
products. The study found the price elasticity of demand for cigarettes -0.73 in the
short run and between -0.90 to -1.07 in the long run.

Several optimal tax models are developed under varying assumptions of
market structure. In a monopolistic market, the models have their roots in Brennan
and Buchanan’s revenue-maximizing model. In an oligopolistic market, there are
two-stage models in which firms set prices first and the government chooses the
optimal tax level in the second stage. The simulation results give a wide range of
answers due to lack of data to estimate the price effect of the demand for foreign
products and cross-price effects between local and foreign brands. It is, however.,
suggested that there is still an opportunity for the government to yield both health
benefits and favorable increases in tax revenue at the same time. An optimal tax
could be higher than the present level.
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Thailand is at the crossroads with respect to the direction and development of
its tobacco industry. While the US Food and Drug Administration has concluded that
nicotine is an addictive drug and a number of states and local governments in the US
are suing cigarette companies for health care costs, TTM and the Thai government
cannot turn a blind eye to the needless deaths and suffering caused by its own
products. Since the Thai government used ‘health concerns’ to suppress foreign
competition during the trade dispute with the US over liberalization of the cigarette. .

market, it is therefore expected that both TTM and the Thai government will seriously

pursue their own policies to support the Ministry of Public Health on tobacco
consumption control.

Social welfare will be higher only if the government sincerely and seriously
implements a firm policy to reduce smoking. The human cost is by far the most
important issue. Whether ‘tobacco or health’, it is certainly not government revenue
that matters. Rather, priority must be given to improving the quality of life for the
majority. Thailand already has a vital weapon against tobacco use, i.e., the two major
tobacco control laws. Only if the government seriously implements a firm policy to
reduce smoking, and only if TTM follows the Cabinet instruction on March 6, 1990,
as well as its own policy to support the MOPH on antismoking campaigns, can it be
expected that smoking in Thailand will decrease in the near future.
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Estimated aggregate elasticity Method of estimation Countries and data used
price income

I. Developed Countries
Hamilton (1972)

-0.511 0.734 Ordinary least squares Time-series data 1925-70 (US)
McGuinness and Cowling (1975)

SR -0.985 0.311 Ordinary least squares Time-series data 1957-68 (UK)
LR -1.045 0.330

Fujii (1980)

SR -0.475 0.220 Ridge regression Time-series data 1929-73 (US)
LR -0.708 0.329

Warner (1981)

-0.37 - Ordinary least squares Time-series data 1947-78 (US)
Lewit, Coate and Grossman (1981)

-1.44 - Ordinary least squares Health Examination Survey,
Teenage smoking 12-17 year olds. 1966-70 (US)
Lewit and Coate (1982)

-0.416 0.080 Ordinary least squares 1976 Health Interview Survey,
Adult smoking 20-74 year olds (US)

Witt and Pass (1983) :
-0.321 0.126 Ordinary least squares Time-series data 1955-75 (UK)

Young (1983)
SR -0.334 0.274 Ridge regression Fujii’s model with asymmetrical responses

Leu (1984) -
-1.00 0.93 Ordinary least squares Time-series data 1954-81 (Switzerland)
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Radfar (1985)
SR -0.229 0.121

Baltagi and Levin (1986)

SR -0.215 -0.002
McLeod (1986)

-0.47 to -0.57 0.55 to 0:85
Stavrinos (1987)

SR -0.079 0.176

LR -0.147 0.326
Russo (1989)

-0.573 0.067
Wasserman et al. (1991)

-0.038 to 0.051
(1988)* (1970)

-0.283 t0 0.059
(1988)* (1970)

Valdes (1993)
SR -0.60 0.17
LR -0.69 0.20

I1. Other Countries
Chapman and Richardson (1990)
-0.71# -

Tansel (1993)
SR -0.214 0.411
LR -0.370 0.714

I11. Rational Addiction Models

Chaloupka (1991)
LR -0.359t0 -0.274

Keeler, Hu, Barnett and Manning (1993)

SR -0.3t0-0.5
LR -0.5t0-0.6

Becker, Grossman and Murphy (1994)

SR -0.436 to -0.355
LR -0.788 to -0.734

Sung, Hu and Keeler (1994)
SR -0.40
LR -0.48

Ordinary least squares

Instrumental variables

(Hausman-Taylor estimation)

Ordinary least squares

Ordinary least squares

Tobit maximum likelihood

Generalized linear model

Ordinary least squares

Ordinary least squares

Ordinary least squares

Two-stage least squares

Instrumental variables

(FIML estimation)

Two-stage least squares

Instrumental variables

Time-series data 1965-80 (UK)

Pooled-time series cross section ot 46
states, 1963-80 (US)

Time-series data 1958/59 to 1982/83
(Australia)

Time-series data 1961-82 (Greece)

Micro cross section 1980 National Health
Interview Survey (US)

National Health Interview Study
1970-85 (US) .

Time-series data 1964-88 (Spain)

@

Time-series data 1973-86 (Papua New Guinea)

Time-series data 1960-88 (Turkey)

National Health and Nutrition
Examination Survey 1976-80 (US)

California Monthly time series data
January 1980 - December 1990 (US)

Pooled-time series of State cross-
sections, 1955-85 (US)

Pooled-time series cross-sections of 11
western states, 1967-90 (US)

Note: * Extrapolated figures in 1988 # Excise elasticity SR = Short run

LR = Long run
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2504% 9,739
2505 10,525 2520 23,477 n.a
2506 10,148 2521 23,905 n.a
2507 10,409 2522 27,160 n.a
2508 10,057 2523 30,788 n.a
2509 11,123 2524 32.807 n.a
HAUWAIUIA | 62,001 UHUNAUI 4 138,137 (33.24)
2510 12,393 2525 26,919 n.a
2511 13,535 2526 29,089 n.a
2512 14,419 2527 29211 n.a
2513 15,291 2528 29215 n.a
2514 16,081 2529 29,538 n.a
HAUWAIU 2 71,719 (15.67)  UWUWAIUI 5 143,972 (4.22)
2515 16,773 2530 31,403 n.a
2516 19,422 2531 33,992 n.a
2517 20,217 2532 37.365 37,759
2518 22,618 2533 38,180 38,888
2519 24.642 2534 39,697 39,384
UHUWAIYIA 3 103,672 (44.55) UAUNAIUIA 6 180,637 (25.47)
2535 40,691 40.691
2536 42,043 42331
2537 45359 45,025
2538 43,020 43.569
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(%) (UM) (%) (un) (%)
2504* 7.231.28 n.a 1,039.38 n.a 4,839.23 n.a
2505 10.362.84 n.a 1,453.09 n.a 6,603.04 n.a
2506 10,171.76 - 1.84 1,466.48 +0.92 6,604.45 +0.02
2507 10,195.25 +0.24 1,515.85 337 6,694.10 +1.36
2508 10,297.29 +0.99 1,638.71 + 8.11 7,222.25 + 7.89
2509 10,853.00 +5.40 1,839.03 +12.22 7,794.57 +7.92
WU 59,111.42 n.a 8,952.54 n.a 39,757.64 n.a
2510 12,009.65 +10.66 2,121.76 +15.37 8,621.29 +10.61
2511 12,939.26 + 7.74 2,346.78 +10.61 9,363.64 + 8.61
2512 14.191.35 +9.68 2,607.38 +11.10 10,156.17 + 8.46
2513 15,187.80 +7.02 2,813.03 + 7.89 10,966.87 + 7.98
2514 15,739.59 +3.63 2,977.03 +5.83 11.555.33 + 537
HHUA 2 70,067.65 +13.73 12,865.98 +43.71 50,663.30 +27.43
2515 16,693.26 +6.06 3.213.33 + 7.94 11.898.48 +2.97
2516 18,588.95 +11.36 3,653.79 £13.71 11,707.22 - 1.61
2517 20,021.21 + 170 4,585.19 +25.49 11.816.56 +0.93
2518 22.240.09 +11.08 5.313.30 +15.88 13.003.79 +10.05
2519 24.770.12 +11.38 6,111.72 +15.03 14,354.45 +10.39
HHWA 3 102,313.63 +46.02 22,877.33 +77.81 62,780.50 +23.92
2520 23,220.74 - 625 7,076.74 +15.79 15,447.00 + 7.6l
2521 23,453.71 + 1.00 7,408.03 + 4.68 14,986.27 - 2.98
2522 26.271.34 +12.01 8,512.03 +14.90 15.667.71 + 455
2523 29.762.78 +13.29 10,271.66 +20.67 15,798.82 +0.84
2524 32.754.68 +10.03 12,326.50 +20.00 16.822.17 + 6.48
HAUA 4 135,463.25 +32.40 45,594.96 +99.30 78,721.97 +25.39
2525 27.833.08 -15.03 13,289.05 +7.81 17,234.50 + 245
2526 28.361.62 +1.90 14,848.45 +11.73 18.559.98 + 7.69
2527 29,621.63 + 4.44 15,853.82 + 6.77 19.649.33 + 5.87
2528 29,199.57 - 142 16,206.37 + .20 19,610.26 - 0.20
2529 29,248.92 +0.17 16,650.43 +2.74 19.780.71 +0.87
UHUA 5 144,264.82 + 6.50 76,848.12 +68.55 94,834.78 +20.47
2530 30.933.99 +5.76 17.326.80 + 4.06 20,082.18 + 1.52
2531 33.212.05 + 736 18,678.02 + 7.80 20,854.78 +3.85
2532 36.,876.60 +11.03 20,996.72 +12.41 22,251.65 + 6.70
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2533 38.820.65 + 5.27 23,639.42 +12.59 23,639.42 + 6.24
2534 38.868.19 +0.12 26,914.89 +13.86 25,463.47 +:772
HAU 6 178,711.48 +23.88 107,555.85 +39.96 112,291.51 +18.41
2535 39,744.43 +:2.28 27,638.60 + 2.69 25.126.00 =4 1,33
2536 41,380.27 + 4.12 28,915.63 + 4.62 25,431.51 + 1,22
2537 45.258.24 ok ol 35,157.05 +21.58 29,420.13 +15.68
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2504 200.0 682.81 5,690.40 12.00
[2504 - 12 iU 910.41 7,587.30 12.00]
2505 270.0 902.66 8.001.40 11.28
2506 285.0 904.70 8,804.80 10.28
2507 310.0 974.66 9,777.10 9.97
2508 325.0 1,045.79 11,247.50 9.30
2509 335.0 1,153.52 12,763.90 9.04

UNUAMUA | 1,725.0 5,664.14 56,285.10 10.06
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2510 360.0 1,355.64 14,934.20 9.08
2511 : 400.0 1,550.24 16,733.80 9.26
2512 450.0 1,630.20 18,580.10 8.77
2513 500.0 1,746.62 19.102.90 9.14
2514 569.4 1,981.54 19,522.40 10.15

PHUWAIU 2 2,279.4 8,264.23 88,873.40 9.30
2515 650.0 2,275.54 21,296.80 10.68
2516 771.3 2,426.13 25,646.10 9.46
2517 795.0 3,078.04 38,207.60 8.06
2518 851.3 3,638.94 38,424.40 9.47
2519 814.4 3,975.53 42,915.90 9.26

UHUWAIYI 3 3,882.0 15,394.18 166,490.80 925
2520 1,417.5 5,214.48 52,157.60 10.00
2521 1,292.1 5,058.97 62,142.90 8.14
2522 1,260.0 5,562.20 75,089.80 7.41
2523 1,280.0 6,611.45 92.689.80 7.13
2524 1,370.0 8,338.22 110,486.00 7.55

LHUWRIUNA 4 6,619.6 30,785.32 392,566.10 7.84
2525 290.0 9,289.99 113,654.10 8.17
2526 1,140.0 10,610.75 137,450.90 2572
2527 970.0 11,329.79 148,821.00 7.61
2528 780.0 11,461.55 162,210.20 7.07
2529 600.0 11,202.31 165.627.90 6.76

LHUWAIUIA S 3,780.0 53,894.39 727,764.10 7.41
2530 877.0 11,276.82 197,502.00 5.71
2531 1,069.0 12,536.27 249,972.80 5.02
2532 2,595.0 15,584.41 316,370.20 4.93
2533 2,064.0 16,849.29 404,887.50 4.16
2534 2,244.0 19,304.59 476,508.10 4.05

BHUWAUID 6 8,849.0 75,551.38 1,645,240.60 4.59
2535 3,202.0 20,359.69 525,368.00 3.88
2536 2,802.0 20,515.01 550,601.40 3.73
2537 2,954.0 25,260.88 649,460.30 3.89
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UM
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Uszinm miliu  smaei miagdu  imnei midagin SImneh
2523 433,585 607,226 12,066 17,353 2.78 2.86
2524 496,417 620,549 13,876 17,917 2.80 2.89
2525 534991 634,507 14,707 15316 2.75 2.41
2526 599,560 682,669 16,545 17,199 2.76 2.52
2527 628,937 712,971 17,347 18,140 2.76 2.54
2528 657,365 723,199 17,413 16,187 224
2529 695,784 748,896 18,033 17,824 2.59 238
2530 781,064 813,783 18,792 18,805 2.41 2.31
2531 885,008 885,008 20,744 20,744 2.34 2.34
2532 1,030,563 984,184 23312 23,916 2.26 243
2533 1,233,353 1,110,000 26,945 24,732 2.18 223
2534 1,392,578 1,183,337 29,528 25,381 2.12 2.14
2535 1,552,086 1,275,466 31,251 27,022 2.01 2.12
2536 1,740,597 1,386,999 33,931 29,068 1.95 2.10
2537p 1,977,996 1,501,363 40,910 31,929 2.07 2.13
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2515 3 588 na
2516 9 382 n.a
2517 8 628 n.a
2518 6 693 na
2519 22 539 n.a
2520 6 896 813
2521 25 730 690
2522 40 811 742
2523 80 1,019 1,006
2524 71 865 854
2525 100 1,639 1,602
2526 85 603 561
2527 105 974 948
2528 i 1,409 1,364
2529 13 1,252 1,210
2530 148 399 399
2531 178 806 806
2532 174 1118 1118
2533 265 1,431 1431
2534 429 1,261 1,260
2535 716 1,309 1,304
2536 968 1,296 1,294
2537 787 1,524 1.476
2538 1,037 1,469 1418
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even more appalling was the fact that our own government helped make it possible.”
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Yaudszum Q p* GRP* POP FSMOKER
(100 WIY) (VM) (1,000 VM) (1,000 AY)

NIUNNUNIUAT
2526 7.9382 14.2665 82.7157 0.7333 39.7728
2527 9.2468 14.4220 87.9128 0.7404 40.8304
2528 9.6540 14.6840 88.7045 0.7476 41.8880
2529 9.1420 14.6865 91.5809 0.7548 42.9457
2530 9.0851 14.2861 102.8821 0.7622 40.1732
2531 9.5315 13.8662 117.4582 0.7696 37.4007
2532 10.4952 13.2120 129.7839 0.7770 39.0034
2533 14.3619 12.5405 147.4878 0.7846 40.6061
2534 17.7454 14.1679 150.9101 0.7693 42.2088
2535 7.7217 13.5311 158.8426 0.7542 44.6041
2536 5.1840 13.1841 169.2996 0.7395 40.6000
2537 8.2072 13.9030 172.5086 n.a n.a

2ANA (‘lajnum;qmwnmuﬂi)
2526 13.5565 13.6559 30.7824 0.0741 7.5791
2527 13.0210 13.7890 31.8306 0.0764 7.7909
2528 12.0613 14.1471 33.2553 0.0789 8.0028
2529 11.6629 14.5682 35.3959 0.0814 8.2147
2530 12.0802 14.2372 38.5123 0.0840 8.5143
2531 15.3801 13.6363 43.5483 0.0866 8.8139
2532 16.7414 13.1907 49.9725 0.0894 9.1093
2533 16.4391 12.6407 53.9673 0.0922 9.4046
2534 16.1903 13.8967 59.0959 0.0903 9.7000
2535 19.6822 13.4172 62.8657 0.0884 17.7520
2536 21.4123 13.1426 68.5331 0.0865 16.9000
2537 22.5891 14.1336 74.7359 n.a n.a

MAmTle
2526 8.4450 12.7344 14.3622 0.0534 1.7674
2527 8.4579 12.9151 15.1624 0.0544 1.7627
2528 7.9935 13.2680 15.5130 0.0553 1.7580
2529 7.6746 13.1189 15.2330 0.0563 1.7534
2530 7.5886 12.5523 16.5235 0.0572 1.7298
2531 6.9652 11.8769 18.7399 0.0582 1.7063
2532 7.6294 11.4995 19.6993 0.0592 1.7375
2533 7.7375 11.4233 20.8039 0.0602 1.7688
2534 6.8906 13.4203 22.0784 0.0596 1.8001
2535 7.1057 12.8730 23.0618 0.0589 8.1391
2536 7.1742 12.7254 23.8937 0.0582 7.7000
2537 7.3780 13.5955 25.4283 n.a n.a
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2526 4.8269 12.6990 9.3651 0.0303 6.3460
2527 5.0469 13.0494 9.5222 0.0318 6.4233
2528 47719 13.2078 9.8683 0.0334 6.5006
2529 4.8032 12.4021 9.8550 0.0351 6.5779
2530 5.0977 11.1753 10.3054 0.0368 6.3975
2531 5.1858 10.7962 11.2368 0.0387 6.2170
2532 5.3844 10.8102 12.9083 0.0406 6.6446
2533 4.8787 11.2299 13.6006 0.0426 7.0722
2534 4.2965 13.4215 14.4178 0.0415 7.4998
2535 5.2003 12.8088 14.8363 0.0405 17.9039
2536 5.3961 12.6063 14.9612 0.0394 17.2000
2537 5.7258 13.5142 16.5502 n.a n.a
mala

2526 15.4502 13.8981 18.0438 0.0835 4.1386
2527 15.7440 13.8108 18.1800 0.0850 4.1774
2528 15.1147 14.2912 18.6878 0.0866 4.2162
2529 14.5812 14.5628 19.3451 0.0881 4.2550
2530 14.8499 14.3020 21.2842 0.0897 4.2173
2531 11.8236 13.8999 23.8970 0.0914 4.1797
2532 12.2800 13.5323 25.5165 ©0.0930 4.3197
2533 11.7076 12.7660 26.9233 0.0947 4.4597
2534 10.5722 13.8719 27.4413 0.0902 4.5997
2535 11.3388 13.4253 28.6576 0.0858 8.8500
2536 11.8662 13.0437 28.5906 0.0817 8.7000
2537 11.7599 13.8297 30.7463 n.a n.a
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Myopic addiction Rational addiction
P, -0.647 -0.733
(-9.66)*** (-9.84 )***
[0.07] [0.07]
Qu 0.106 0.185
8 (1.06) (2.01)%=*
Quii 0.127
i (1.66)*
GRP 0.263 0.330
(1.85)* (2.02)**
POP 5.820 4.625
(1.44) (1.50)
FSMOKER 0.108 0.141
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D 0.038 0.026
(1.46) (1.12)
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9 Glantz et al., 1996; tag Hilts, 1996
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Country 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Mexico 1.5 2.9
Belgium - Luxembourg 15.7 19.9 23.0 26.7 33.2 535 48.2 53.3 52 71.8
Hong Kong 8.8 10.4 11.9 15.7 19.1 16.5 16.1 17.6 11.0 73
United Arab Emirates 2.8 1.5 2.2 3.6 7.0 7.0 7.5 6.7 7.8 43
Netherlands Antilles 0.9 1.7 1:7 1.4 14 1.2 1.5 1.5 2.2 0.4
Saudi Arabia 6.1 5.3 57 5.3 5.3 6.0 7.5 7.6 9.6 9.1
Jordan 1.9 0.9
Japan 7.4 20.7 32.0 35.0 452 47.5 54.0 57.7 585 56.9
Kuwait 1.4 1.5 1.5 1.7 1.6 1.1 0.8 1.3 b7 1.9
Spain 1.0
Lebanon 5.7 3.3 8.7
Singapore 3.1 32 3.8 4.5 4.2 3.5 3.8 6.5 .4
Taiwan o | 4.5 2.3 34 35 2.9 2.9 3.0
South Korea 2.4 3.8 34 4.0 3.9 4.5 4.8
Paraguay 1.2 2.5 22 2.6 2.0
Cyprus 0.6 1.4 3.9 2.2 6.6
Panama 1.2 1% 1.4 1.4 1.6
[srael 1.8 1.8 2.2 25 3.3
Morocco 1.1 1.8 1.7 1.8 2.3
USSR’ 27 4.6 12.1 5.6 73
Turkey 347 9.4 7.6 6.1 0.7
Other countries 18.5 14.8 13.9 16.5 17.5 8.4 9.5 12.3 13.6 17.9 )
Total 62.6 78.9 100.2 118.5 141.8 164.3 179.2 205.6 195.5 220.2 240.0° 2607

Source: Tobacco: Situation and Outlook Report, USDA, various years.

Notes: * Countries that formerly comprised the USSR
" Estimated * Reuters, December 16, 1996.
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