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Estimation of the economic impact of the tobacco tax increase on overall revenue.
Igarashi A, Tkeda S, Goto R, Kiyohara K, Miura H, Takahashi Y, Nishimura S.

Abstract

{Objectives] To estimate the economic impact on overall revenue of the tobacco tax increase that is due to be
implemented on January 1, 2009, using a conservative estimation.

[Methods] Given the difficulty of applying the price elasticity of tobacco demand to a large tax increase (from
JPY 100 to JPY 700), we conducted an overall analysis based on the conjoint analysis of Goto et al in 2007, in
which it was estimated how many smokers think of quitting smoking for a given tobacco price increase, Success
rates for quitters were derived from a fact-finding survey by the Central Medical Council in Japan for the
short-term (less than 1 vear). For long-term analysis, we also applied the effects of a tobacco demand decrease
due to issues other than price, based on domestic research.

Additional, we also considered the re-smoking rate to the quitting rate. We also used foreign data when no do
mestic data were available. Sensitivity analyses were conducted for i) short-term success rate, ii) long-term
success rate, and iii) calibration for young smokers, who are more sensitive to a tax increase. ‘
[Results] Analysis of the base situation showed that if the tax increase is implemented on January 1, 2008, the
total amount of tobacco tax collected will reach a peak in 2009 or 2010. If the price per pack is changed from
JPY 300 to JPY 500 or JPY 1.000, the largest amount of tobacco tax collected would be JPY 2.38 trillion (USD
21.6 bil.. USD 1=JPY 110) and JPY 3.06 trill. (USD 27.8 bil.), respectively. Compared to the estimation without
a tax increase, the total amount of additional tobacco tax collected would be JPY 440 bil. (USD 4.0 bil) and JPY
1.28 tril. (USD 11.6 bil.), respectively. The robustness of the results was shown in various sensitivity analyses.
[Conclusion] A tobacco tax increase will result in a rise in the total amount of tobacco tax collected.
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3 cECBRRoFTL (@EL0E 1 EMET)
‘o
o
B4 BESIFOL U FNOBEFR (2010 F)
i =
i pasi e
#1 @REAOKECRES, RECHEORNS
33 SHECE RECREONA
300 174.88 0.0%
400 233.17 19.7%
500 291.47 37.0%
600 340.76 57.0%
700 408.05 74.0%
800 466.35 85.7%
900 524.64 92.7%
1000 582.93 96.3%
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ExEE 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
300 100.0% 93.0% 85.6% 78.1% 70.5% 62.9% 55.6% 48.7% 42.2% 36.3%
400 100.0% 79.4% 76.0% 69.6% 63.0% 66.5% 50.2% 43.9% 38.1% 32.7%
500 100.0% 68.3%  68.0% 625% 569%  51.2%  456%  40.0%  34.7%  20.9%
600 100.0% 56.4%  59.3% 548%  50.1%  454%  40.6%  359% 31.1%  26.8%
700 1000% 47.1%  52.4%  4B.7%  448%  40.7%  366%  328%  284%  24.5%
800 100.0% 41.1% 47.9% 44.7% 41.2% 37.6% 34.0% 30.7% 26.7% 22.9%
900 100.0% 37.6% 45,3% 42.3% 39.2% 35.8% 32.4% 29.6% 25.6% 22.1%
1000 100.0% 35.9% 44.0% 41.1%  38.1%  34.9%  31.6%  20.0%  25.1%  21.6%




